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UNITED STATES FOREIGN POLICY FOR 1\ POSTWAR 
RECOVERY PROGRAM 

TUESDAY, JANUARY 13, 1948 

HousE oF REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 

Washington, D. G. 
The committee met at 10 a.m., in the Ways and Means Committee 

roon1, New House Office Building, Ron. Charles A. Eaton (chairman) 
presiding. 

Chairman EATON. The committee will please come to order. 
We are very glad today to welcome back to his old haunts our dis­

tinguished former member and colleague, Ambassador Douglas. He 
1nade a very wonderful record here, and has done even better since. 

I would like to say to the distinguished Ambassador that the House 
of Representatives represented here today is not exactly the same as 
it was in his time. It has improved somewhat, of course, in its 
politics, but apart from that it so happens that the world at this 
moment is in economic chaos. The one great solvent Nation so 
far is the United States, and all of the great problems come to us in 
economic form. For that reason, the legislation involved must, under 
our Constitution, originate in the House of Representatives. So, for 
the first time in 150 years, Mr. Ambassador, the House of Representa­
tives is in the front rank of this Government and proposes to stay 
there. 

We would now like to ask you what you are going to talk about 
today. 

STATEMENT OF LEWIS W. DOUGLAS, UNITED STA'rES 
AMBASSADOR TO THE UNITED KINGDOM 

An1bassador DouGLAS. Mr. Chairman and members of the com­
mittee, I am very happy indeed to be advised that this branch of the 
lco-islative body in certain respects has been elevated to a position of 
eminence, which under the system prevailing when I was a men1ber it 
did not enjoy. 

One of the things I should say in opening is that there is very little 
that I can add to what the Secretary of State, Mr. Marshall, has said. 
H has adequately and, I think, impressively, covered a number of 
Yital points. He has shown clearly the extraordinary significance of 
the part of the world of which we are now speaking, toward the 
reeovery at which this legislation is aimed, what it means to the 
United States and our deep national interest. 

Many memb rs of this committee have traveled abroad, and have 
felt with their hands, as it were, the conditions th re. Ther fore, .it 
i n cc ary for me to state at this time that I do not feel that I can 
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enlarge upon what the members of the committee already know, or 
extend the observations which the Secretary of State has so ade­
quately made. 

I confess that I am startled and amazed at the extraordinary speed 
with which, in but a very brief period of time, the American people 
have burst out of their traditional intellectual continental cocoon, and 
are observing the United States in its relationship to the world. 

I venture to say, Mr. Chairman, that no country in history has 
experienced such a profound change in such a short period of time. 
It is appropriate that that should be the case, for our country has 
emerged from the war, as a result of its energies, its industry, and in­
genuity, as the most powerful Nation on earth. With power, there 
goes responsibility. It is inevitably associated with authority. 

So I can add little to what has been said in a broad way about the 
significance of the European recovery program to the United States, 
but I think that perhaps I can silhouette the character and the quality, 
the nature and the importance of the area of which we are speaking, 
by referring to certain facts which disclose its industrial power and its 
cultural background. They are important, for these 16 nations, the 
recovery of which we are determined to support, constitute a com­
munity of nations of western civilization, of which \ve are an inescap­
able member. 

If I may, Mr. Chairman, I would like to refer to the charts that 
have been prepared which graphically disclose to me in a more em­
phatic way than I have ever before realized or appreciated the real 
significance of the area of the world of which vve are speaking. 

Before I refer to the charts, I should like to say that the geographic 
orbit of these 16 nations extends from the northern most tip of Europe, 
along the Atlantic littoral through the northern coast of the Medit r­
ranean to a point contiguous to the Middle East. 

However, this is not all because many of them have appended terri­
tories which embrace large parts of north and west Africa. Thu , the 
entire area over which these 16 nations exercise their influence, covers 
that extraordinarily important part of the world extending from the 
Arctic limits of the European Atlantic coast line to the tip of Africa. 

Economically, Mr. Chairman, this area is highly significant. 
Expressed in terms of population and in terms of p rcon tage of th 

world, these 16 participating countries represent 12 percent of tho 
total population of the entire world. I should add that wh n I 
speak of the participating countries I includ w st rn G rmany. 

The population of the United States represents about 6.5 percent 
of the total population. Thus the two together comprise almost 20 
percent of the total inhabitants of the globe. 

Twenty-six percent of the literates of the world reside within tho 
European area of which we are speaking, and 14 percent in the United 
States. Thus, some 40 percent of the total literate people of the 
entire world live either in our own country or in tho community of 
nations of which we are an integral part. 

Twenty-seven percent of the total world output, world production, 
is derived from these 16 participating nation , and 35 percent from 
the United States. The two together, making up this community of 
which w·e are a part account for 62 percent, which is almost two-thirds 
of the entire production of the globe. Thi , of course, is ba cd npon 
the prewar period, 1938. 
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~1r. BLOOM. How do you define that? 
. Amba~sador DouGLAS. It is agriculture, it is industrial production, 
1t compnses every product. 

~1r. BLOOM. Does it include steel and coal? 
Ambassador Douglas. Yes. 
~Ir. CHIPERFIELD. How much food does the United States produce 

as compared with the world? 
Ambassador DouGLAS. I am not sure we have that figure, Mr. 

Chiperfield, but if I do not have it here I can provide it. 
(The inforn1ation is as follows:) 
I. In terms of calories, the United States produced in prewar years about 8% 

percent of total world food output. It is nmv producing approximately 11 percent 
of total world food output. 

II. In the prewar period, the "Gnited States produced about 23 percent of the 
world' grains (excluding rice) and in 1945-46 the United States produced about 
32}~ percent of world grain output. ' 

~fr. VoRYS. You speak of world output of the total production. 
Is that in dollars or is it in tons, and do you compare tons of ·wheat 
with tons of steel and tons of jewelry? 

Ambassador DouGLAS. It is expressed in terms of the dollar value, 
as of this period. 

~lr. VoRYS. As of 1938? 
Ambassador DouGLAS. Yes; 1938, and the production outside of 

the United States has been translated into the dollar value as of that 
period. That was a convenient method of arriving at these calculations. 

Steel, alone, is interesting. These 16 participating nations and 
we tern Germany produce 37 percent of the total production of the 
entire world, or did produce that much, whereas the United States 
produced 38 percent in the same period, for a total of 7 5 percent of the 
entire amount of steel produced everywhere. These 16 participating 
nations and western Germany operated and controlled 68 percent of 
the merchant tonnage in 1938, whereas the United States op rated 
and controlled some 14 percent, for a total of 82 percent of the ov rseas 
maritime transportation facilities. 

In chemicals, the participating countries contributed 40 percent of 
the total output in production of the world, whereas the United 

tates produced some 26 percent. 
Of all of the exports from ev ry country and area throughout the 

world, 24 percent emanated from the countries of which we are 
peaking, and 17 percent from the United States. Of all the com­

modities imported into all the countries and areas of the world, the 
participating countries accounted for 39 percent, and the United 

ta tes for 11.5 percent. 
tat din different terms, the United States and these participating 

countries accounted for approximately one-half of the entire world 
trade, expressed in terms of imports and exports. 

This chart, combined with the next one, discloses the occupations 
in broad categorie of the populations of the participating countries-
71 percent, for exan1ple, ar nonfarm workers, whereas only 29 percent 
ar farm worker . That is compared with 40 percent nonfarm 
worl~cr throughout the world, and 60 percent farm 'vorkers. 

Thi indicates quite conclusively thai this ar a was in fact the 
e<'ond greatest industrial area in the world, second only to the 

United tates. 
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The industrial power of th1s area was tremendous. 
Mr. VoRYS. ~1r. A1nbas ador. if you are interest~-·d in having u. 

read the figures on that chart, 1nost of us cannot do it from this 
distance. I do not know whether it i of any importance or not. 

Ambassador DouGLAS. The next chart supports the disclo urcs of 
the first two charts. It is one which shows the fact that thi area of 
which we are speaking was the center of the complicated, intricate, and 
sensitive system oi world trade because of its industrialization. ~Iost 
of its foodstuffs had to be imported, as the previous chart disclosed. 
It derived its raw materials from the far corners of the globe. It 
fabricated them into finished articles and sent them out across the 
seas, selling them to a variety of different peoples scattered about the 
seven seas, and thereby this area derived foreign exchange, with which 
it was enabled to purchase the foodstuffs which are required to main­
tain life at a reasonable level of living and the raw materials that it 
required for fabrication into finished articles. 

Mr. RrcHARDS. Mr. Ambassador, in speaking of this area, as I 
understand it you not only include the 16 nations but the American 
and British zones of Germany, as well? 

Ambassador DouGLAS. That is right, sir. In referring to the 16 
participating countries I meant, and always mean, to includ th 
western part of Germany among. them. 

This chart is illustrative of the complexity of the trading of thi area 
of which we are speaking. It was bound together with highly com­
plicated arteries, this highly intricate sensitive industrial sy"'tPnL It 
was held together by an inland transport web as finely spun as the web 
of any spider; by an overseas maritime fleet carrying its goods out and 
bringing back the imports that were required, and by a financial ~' tmn 
which hinged upon the general convertibility of one curren y into 
another. 

For example, these countries of which we are speaking incurred 
traditionally a deficiency on trade balance with the United State . 
However, they had surpluses on trade balance with other part of 
the world. Because they could convert one currency into another, 
they utilized the surpluses with other parts of the world for the pur­
pose of meeting the deficiency whieh they had with the United Stn tc 
and with the Western Hemisphere. 

Canada, for example, had traditionally a deficiency with thr {Tr ited 
States expressed in terms of dollars, but a surplus with the Europt>OJl 
countries. It employed its surplus with the European countril' for 
the purpose of meeting its deficiency with the Unitrd State . A 
I have indicated, and as is amply d mon~trated by perfornuuwe OV<'r 
many, many years, this area was the renter of a highly indu triulizC'd 
and extraordinarily complicated, sensitive system. W c ar a part of 
that community. 

However, there are more than merely the eronomi · a peet of the 
area of which we are speaking. These participating countrit\. w<'l'l' 
eulturally and politically a part of thr area t which web long. vV<! 
derive much of our basic philosophy, our 1 oliti al and ecouoroi phil­
osophy, from the people who inhabit this aren. This urra alld our~ 
constitute the seat of that view strongly hPlcl by free people", that 
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th~ dignity of the individual is the central and pivotal core of civilized 
living. This was an area in which in varying degrees political institu­
tion were built up around the conception of the Parliament: the 
right of n1en through their elected representatives to control and 
Jir ·ct the national affairs. 

~~ow~ what has happened to this area? I failed to say this, 11r. 
Chairman, before: A part of the bloodstream of these nations was 
derived from the accumulated savings that had been invested overseas 
and that therefore provided the exchange, or a part of the exchange, 
which, added to their exports, enabled them to buy the imports 
which they required. 

As a pure product of the war, the invisible income derived from 
oversea investments of these 16 participating countries has been 
converted from a surplus of approximately $1,500,000,000 a year to a 
deficienc.y of $500,000,000. 

~fr. CHIPERFIELD. Would you please explain w·hy? 
An1bassador DouGLAS. The principal reason was that they were 

ompelled to s~ll their overseas in vestments in order to d~rive the 
exchange \vith which they could buy, and had to buy, the necessary 
i1nplements of war to maintain their national integrity. 

Ambas ador DouGLAS. Much of the merchant shipping controlled 
and operated by these participating countries has been sent to the 
bottom of the seas, purely as a product of the ravages of war. 

The war damage to this area and its plants and facilities has 
r duced inordinately the productive capacity of this area. Before 
the war, this area derived a considerable economic benefit from the 
fact that prices of imported food and raw materials fell by far more 
than prices of exports. However, since the war the prices of their 
imports has risen by approximately 50 percent more than the prices 
of their exports. Thus, they have had to pay more for their imports 
and receive proportionately less for their exports. 

The population within this area has increased, as compared with 
192 , by approximately 20 percent. As I recollect the figure, almost 
40 percent of that increase has occurred in western Germany. 

~fr. FuLTON. Is that increase because of the bringing in of other 
peopl from other countries, or is it a result of a birth increase? 

Amba ador DouGLAS. It is both. There has been a migration 
from the eastern part of Europe into this area. In other parts of 
Europe the birth rate in large measure has accounted for the increase. 

~Ir. FuLTON. In spite of the death rate? 
An1ba ador DouGLAS. Yes. It is one of the extraordinary facts 

thn t despite the toll taken of human life by the war, the population 
within this ar a has increased some 20,000,000. I cannot say that 
40 percent of it is due to migration from the eastern part of Europe 
into the we tern part of Germany, but a substantial part of the 40 
per ent has been due to that movement of people. 

~Ir. VoRYS. Now, you say 20,000,000 people, and you mentioned 
20 perc nt. 

Ambn ador DouGLAS. It is 40 p rcent. 
~~r r. VoRYS. We are talking about a population of about 

270,000,000 people, are we not? 
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Ambassador DouGLAS. Yes, before the war it was about 250,000,000 
and now it is about 270,000,000. 

Mr. VoRYS. Then that is not 40 percent. 
Ambassador DouGLAS. I meant to say, if I did not say it clearly, 

that about 40 percent of the increase has occurred within Germany. 
That is about 40 percent of the increase of 20,000,000 has occurred 
in western Germany. 

Mr. RrcHARDS. That is what you said. 
Ambassador DouGLAS. If I did not say it that is what I ..,hould 

have said. 
Mr. BLOOM. That is what you should have said, and that is what 

you said. 
Ambassador DouGLAS. More than that, there has ari'3en out of the 

postwar environment, a division, as it were, between eastern Europ·e 
and western Europe. Eastern Europe provided for western Europe a 
significant part of its essential imports, particularly of foodstuffs. 
There is now no flow, to speak of, of commodities of that sort from the 
great granary into the great consuming area of Europe. 

As was indicated by implication in the previous chart, south­
eastern Asia was an area which produced large imports into western 
Europe, and exports to other parts of the world, from which many 
of these participating countries derived exchange with which they 
could balance their deficiencies with the ·western world, that is, the 
Western Hemisphere. That source of exchange has been in large 
measure eradicated. Indeed .. some of the areas in this part of the 
world instead of being now as they were before the war a source of 
income, are no\\r a source of expenditure. 

· In one part, for example, the ratio has fallen by u1most 7 5 percent, 
and in order that it may be increased at all, western European coun­
tries have had to incur an expenditure to import into the area. 

It is not disclosed on this chart, but, finally, the war produced 
great dislocations and snifts in the sources of essential suppli s. I 
have referred by iinplication to one of them; that is to say, the ource 
of foodstuffs from eastern Europe and that source is now withdrawn. 

Another item is coal. The United I{ingdom and Germany were the 
two great providers of coal for this entire area. Purely us a product 
of war they are not now providers of any great an1ount of thi <.'. R<'n­
tial source of energy. It is essential to human life and essential to 
the production of goods. 

Mr. CHrPERFIELD. Mr. Ambassador, there is a scale on the chart. 
How much is it out of balance? 

Ambassador DouGLAS. I was going to come to that, sir, if I nwy, 
when I try to explain the way in which the amount incorporated in the 
program has been calculated. 

Now, all of these factors together-that is, the los of invcstinent 
income, the decline in production, the loss in incoinP on account of 
services rendered, shipping, the unfavorable price movcn1ents (that 
is, the discrepancy between the price of imports and the prict' of 
exports) the divorcement of eastern E 1rope t s a sourer of food sup­
plies, and the consequent focusiug of denutnds for foocl suppli \ on 
other parts of the world, the incrca c in population, the dilapidated 
state of southeast Asia, the shifting of the , ourcP of tbe dcnutnd for 
coal-have completely unbalanced the position of t.lw e participating 
countries. 

If you will recollect, in the first chart it was shown that on1c 40 
percent of the literates arc in this area, and, historically, it was tru 
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that this area ·was one of the greatest states of free government, one 
of the sanctuaries of the parliamentary system. l\fost of them \vere 
overrun and occupied by the German hordes, and their traditional 
forn1 of government was destroyed. 

\Vith the wave of liberation, that which had been substituted 
durivg the war was in turn erased. Accordingly, many of the govern­
ments of these peoples have been faced with the tedious and arduous 
task of reconstructing political institutions where none existed. If, 
therefore, they have not been as precisely correct in the politics 
which they have pursued; if they have not observed as clearly as they 
might otherwise have observed public policies of a valid nature, it can 
in p~ut be ascribed to the task of reconstructing and rebuilding 
political institutions where none existed. 

That, I think, describes and discloses the nature of Europe as it 
was befor . the war, the quality, character, and significance of it, and 
w~bat has happened to it. 

11r. BLOOM. Do you n1ean where none· existed at the time of 
liberation; is that right? 

Ambassador DouGLAS. Where none existed immediately after 
liberation. The present estate of these participating countries has 
been diminished. Their postwar condition has been impaired and 
their immediate condition has bee;.1 further damaged by, as you know, 
the visitation of one of the most extraordinary droughts Europe has 
eYer experienced. This was in the year of 194 7. 

l\1r. CHIPERFIELD. Do you know· how that drought actually affected 
the crops in those 16 countries? 

Ambassador DouGLAS. In the case of France, as I recollect, for 
the crop year 1946-47 the production of bread grains was just over 
7,000,000 tons. In the crop year of 1947-48 the production is esti­
Inatcd at 3,700,000 tons. 

11r. CHrPERFIELD. Was this reduction due to the fact that the 
pea ants, themselves,-did not plant as much wheat? 

Ambassador DouGLAS. I think, lv1r. Congressman, there are other 
factors which have aggravated the agricultural condition and I could 
not honestly say it was due entirely to the drought. ' 

Later on, if I may, I would like to refer to what is considered one of 
those factors and tell you no\v briefly that it \vas due in part to the 
rather tattered internal fiscal and monetary systems of some of the 
countries. 

~fr. JARMAN. It was in large measure due to droughts? 
.A1nbassador DouGLAS. Yes, following the very cold and bitter 

winter. 
1fr. l\1ANSFIELD. When we speak of the eastern part of Czecho­

slovakia, is it not true that that drew a line b ._, tween the satellite 
count.riP , on the one hand, and the 16 participating countries on the 
oth 'r? 

.Ainbassador DouGLAS. That is right. Thank you, sir. 
ow, these 16 participating countries, as you know, have met for 

thP purpose of calculating that which they could do for themselves 
individually. They determined , that which they could undertake to 
do in a cooperative enterprise for each other, and tho outside support 
l'<'quired to bring that scale of balances into equilibrium. 

I hould like, if I may, Mr. Chairman, to explain how the United 
tntcs Government has calculated tho amount for the 15 months' 

p •riod frorn April 1, 1948, through Juno 30, 1949, which will be 



George C. Marshall Foundation, Lexington, Virginia

118 FOREIGN POLICY FOR A PO T-\VAR RECOYERY PROGRAl\I 

necessary to achieve the recovery of this extraordinarily significant 
and important part of the world. 

I do not know whether the figures on this chart are large enough to 
be clearly visible. 

Mr. VoRYS. The invisible assets are invisible. 
Chairman EATON. What is the title of that chart, lYir. Ambassador? 
Ambassador DouGLAS. This we might call the calculation of the 

$6,800,000,000 which we believe to be necessary if these 16 partici­
pating countries and western Germany are to recover and to regain 
political and economic stability and thus to be forthright members 
again of the community of free nations. 

I shall compare this chart, after I have finished explaining it, with 
the calculations made at the Paris conference by the Committee on 
European Economic Cooperation, and with the calculations made by 
the Harriman committee. 

There are certain selected commodities, and the members of the com­
mittee will find a list of the selected commodities on, as I recollect it, 
page 115 of the document dated December 19. 

It is entitled "Outline of European Recovery Program." 
The amount of dollars necessary for the participating countri s to 

purchase these selected commodities from the United ·States is 
$4,239,000,000. 

Basis of the $6.8 billion 
-·-------------------...------;----...-----

1. Srlected imports . ___________________________________ -~ ___ _ 
2. Other imports _______________________ ------- ______________ _ 

3. Totalimports ______________________________________ _ 

4. Rolected exports __________________________________________ _ 
5. Other exports ____________________________________________ _ 

6. Total exports _______________________________________ _ 

United 
States 

4. 2J9 
2, 7t'l0 

1----

6,989 
====I 

295 
1,960 

1----
2,255 

Other West- Total W ('st-
ern Hemi- ern Hemi-

sphere sphere 

3,346 7, :iR.'i 
1. 478 4,22 

4, 24 11' ' 13 

303 598 
1,455 3.415 

1,758 4.013 
=====1=====:1======== 7. Merchandise balance _____________________________________ _ 

8. Freight (net) _____________________________________________ _ 
9. Other invisibles (net) ____________________________________ _ 

10. Balance (July 1, 1947, prices) (break-down avaihble by countries) __________________________________________ _ 
11. Adjustment for higher prices -----------------------------

All above flg;urf's based on July 1, 1947, prices, as was 
CEEC. This adjustment allows for a 7lti percent rise 
in United States and 5 percent in other Western Hemi-
sphere export prices, and a 5 percent rise in European 
export pric~>s. 'I'he rise in prices may well bE> grE>ater 
than this allowance covers. 

12. Adjusted balance __________________ ..... ______________ . _____ . 

-4,734 -3, 06o 
-293 -14.5 
+2o3 +13 

I========= I======== 
-4,764 -3, 198 

-412 -153 

-.'i, 176 

13. Total deficit West~>rn Hemisphere ------------ _____ -------------- --------------
14. Uncovrred deficit, biwnal Germany, with nonparticipat-

ing countries outside Western Hemisphere ______________________ --.,-- ____________ _ 

15. Total to be financed _________________________________ -------------- ----- --------
16. To be met by sources other than new U. S. TreasurY 

flllancing ___________________________ ___________________ ~_ -------------- --------------

17. 'I'otal new financing by U.S. Treasury______ _ ______ ------------- --------------
18. Appropriations being reCJncsted by Army for prevention of 

disease and unrest in Germany ____ ---------- ________ ------------- --------------

19. Subtotal _______ . _______ . . ______ ------- -------------- --------------
20. Add funds required for obligo.tlon prior to .Tune :10, 1049, to 

cover contracts for shipments in subsequent period ______ -------------- --------------

21. Total requirement for first 15 months, ERP --------- -------------- --------------Rounded to. _____________________ . ___________ ----- _____________________________ _ 

-7. 00 
-•!:1R 
+276 

-';',!lfl2 
-5fi5 

- .. 127 

'527 

200 

'727 

I, 28/i 

7,442 

,22 

fl, 620 

200 
-

f\,820 
0,800 
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l\lr. \ ORYS. Let us see if we can get this big chart tied into the 
chart on page 115. 

Ambassador DouGLAS. If you \vill add the first two columns of the 
chart on page 115 you will come out, I believe, with a total equal to 
the e totals, b fore price adjustn1ent. The table is entitled "Value 
of ·l cted In1ports of Participating Countries from the United States 
Ba ~ ed Upon July 1, 1947 Price ." 

The fir--t. column is the value of selected imports during the period 
April 1 to June 30 of 194 , and the second column is the value of the 
sa1ne elected imports during the period from July 1, 1948, to June 
30 of 1949. I have put tho e two columns together to show how tlie 
cal·ulation of the $6,800,000,000 for the 15 months' period has been 
mad . 

~fr. \ 1 ORYS. Have you not also made a price adjustment? 
Arnbassndor DouGLAS. The price adjustment is included in item 
o. 11. I will come to that. · 
Th so figures, in respect of the value of imports, were based upon 

July 1, 1947 prices, and then an adjustment on account of the in­
cr. a e in prices was made under item 11, but I think I can come to 
that, Congres man Vorys, and I hope to be able to explain it as we 
go through the chart. 

Is thi a useful method of presenting the matter to the committee? 
rfr. CHIPERFIELD. Mr. Ambassador, to me abstract figures do not 

mean a thing unle s you can tie it into the needs and requirements of 
a particular country. So many million metric tons does not mean 
an~7thing. 

An1bassador DouGLAS. The first thing you have in mind is the 
availabilities. These calculations were based upon, among other 
things, t\VO considerations. First, the requirements, and, secondly, 
the availabilities. 

'lr. CnrPERFIELD. Otherwis , they would not m an a thing . 
... ~ba ador DouGLAS. They are based on precisely tho e two a. -

sumptions, among others. 
Th requirements on each one of the participating countries must 

b add d to the requirements of all the countries and measured 
ao-a.inst availabiliti s, in order that we may have a complete picturP.. 
~'lr. CnrPERFIELD. However, ~fr. Ambassador, those abstract fio-­

ure you are now explaining ju t do one thing; they show that you 
had th right arithmetic to add it up to $6,800,000,000. 

ntil w g t this chart on 'Vednesday giving a break-down, I do 
n t anvthing to your chart except it is a total. 

Ambas ador DoUGLAS. It is a total for the 16 participatino- coun­
tri and w t rn crmany n.nd we arc dealing with the 16 participat­
ing couutrics and we tern G rmany. 

' he appropriation we are s eking is to tablish or bring a bout and 
e1 courng r o ry within the ('Ountri ~s, and there is no way in 
whi ·h we could have an ov r-nll view of the total am unt unl s 
we put th r quirern nts of each one of th pn.rti ipating countrir.. 
tog thcr < nd com up with th total rcquirCinrnts, always mea ur 'd 
aga in~t th avail a hili ties, and that is pr cis ly what this ·hart undcr­
tak to di ·do . 

'rh r' will be subnlitted to the committe the individual onntry 
t 1 ir <'mLracing the ountries. 



George C. Marshall Foundation, Lexington, Virginia

120 FOREIGN POLICY FOR A POST-WAR RECOYERY PROGRAM 

Mr. VonYs. Is this not the fact, while your $6,800,000,000 was 
arrived at by starting with, as Mr. Chip rfield says, various countries 
and various commodities and building from details up to a total, all 
you are doing is starting to describe the thing going backward, so 
we can have in mind how the total got to be that way, and it will not 
be until Wednesday until a detailed study can be made of item 
No.1. 

However, we can at least today get in mind, by studying back­
ward, the way you arrived at the thing going forward, and how 
you got your figures. 

Ambassador Douglas. That is precisely right. This is an over­
all attempt to disclose how the $6,800,000,000, which is the total, 
was arrived at. 

Mr. RrcHARDS. You have just now started to describe it. You 
have not described it yet. 

Ambassador DouGLAS. That is right. 
Chairman EATON. In spite of the figures, I think we could under­

stand the printing if you would read them. We cannot see them. 
Ambassador DouGLAS. The first one is the value of the selected 

imports for each one of the participating countries, from the United 
States, amounting to $4,239,000,000 and from the other vV estern 
Hemisphere countries, amounting to $3 ,346,000,000, or a total of the 
selected imports, a list of which is to be found on page 115 of the 
document that has been published. 

The total amounts to $7,585,000,000. 
Now, there are other imports that \Vere not programed for eaeh 

of the participating countries. They cover a wide , wide variety of 
articles necessary to highly intricate and complicated and sen. itiv 
industrial units. 

Those other imports from the United States amount to $2,750,000,-
000 and from the other Western Hemisphere countries, $1,47 ,000,000, 
or a total of $4,228,000,000. 

The total imports, then, of the two categories, selected and other 
items from the United States, amount to $6,989,000,000; from other 
Western Hemisphere countries , $4,824,000,000; and from the total 
Western He1nisphere, $11,813,000,000. 

Mr. V ORYS. I wonder if it is time yet to tell what you mean in 
general by selected imports and other imports. You used th w r<.l 
"programed" in the Senate hearings, and I did not get your x­
planation there. 

It seems to me you have selected imports there. om n has 
selected them and said these are the imports they ought to have. I 
would like to know what the other imports arc. 

Ambassador DouGLAS. There are commoditie which hav been 
programPd for these countries, and they arc co1nmon to tlw. c count.riPs. 
There is a great variety of other commoditic. in quality and J-incl 
for each one of the countries. Those prograined are tho, (' whi ·h nre 
generally con1mon for all the countries. 

Mr. JARMAN. Are those the srlccted import ? 
Ambassador DouGLAS. That is right. 
Mr. JARMAN. The others arc those which go to some counLries but. 

not to all? 
Ambassador DouGLAS. G nerally sp al~ing, that is true, although 

there are some commodities common to all the countries. 
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11r. VoRYs. Where do those show up in the book here, the other 
imports, in item 2? 

Ambassador D ouGLAS. They are not shown. They are included 
in the country studies. 

Now, the selected exports from the participating countries amount 
to $295,000,000 to the United States and the exports to other 
Western Hemisphere countries amounts to $303,000,000, for a total 
exports of selected commodities amounting to $598,000,000. 

Other exports amount to $1,960,000,000 to the United States, and 
to the Western Hemisphere, $1,455,000,000, or for the entire Western 
Hemisphere, $3,415,000,000. 

Total exports to the United States are $2,255,000,000 and to the 
other West~rn Hen1isphere countries $1,758,000,000. For the entire 
\Yestern Hemisphere, they are $4,013,000,000. That is just on trade 
nccount. 

The"e participating countries have a deficiency. That is, their 
exports are less than their imports in the amount of $4,734,000,000 
·with the United States and $3,066,000,000 with other Western Hemi­
phere countries, or a total, with the entire Western Hemisphere 

$7, 00,000,000. That is on trade account. 
::\Ir. CHIFERFIELD. Does that last figure represent a balance of 

payments? 
A1nbassador DouGLAS. This is on merchandise account only. I 

would like to explain that this calculation is not a pure monetary 
balance of payments calculation, because in respect of a large volume 
of cOinmodities the figures have been derived by examining the essen­
tial nature of a variety of different significant and important com­
modities, the quantity of them, and translating the quantity into 
dollars. 

~Ir. CHIPERFIELD. 11r. Ambassador, in the interim-aid bill, and 
the $350,000,000 relief bill, did not the State Department furnish a 
Balance of Payments chart for us? 

.A1nbassador DouGLAS. This is a total balance of payments, but 
I wanted to say it was not calculated in a purely monetary sense. We 
have taken commodities- at least, the selected and programmed 
items-and translated them into terms of dollars. 

Doc that answer your question? 
::\fr. CHIPERFIELD. Yes. 
A1nbassaclor DouGLAS. On trade account and trade account alone 

the difference between exports and tho imports with the United 
tntes is $4,734,000,000. With other Western Hemisphere countriC's, 

it is $3,066,000,000, and with the Western Hemisphere as a whole 
'i,t 00,000,000. 

Now, to that dC'ficiency on trade account there has been added 
nece sarily an item represC'nting freight charges, and that is on a 
n t ba is. It will cost $293,000,000 for us to transport the com­
modities to be exported fron1 the United States to these participat­
ing countries, and from the oth r Western Hemisphere ountries 
14.5,000,000. That is on a net basis. I want to make that cl ar .. 
~{r. VoRYS. When you said "n t," you mean the excess of freight 

·hnrge for the imports over the freight charges for the exports a the 
n 't figure? Is that correct? 

Ambassador DouGLAS. No; that is not quite correct, sir. ThC'rc 
arc certain earning and the figures, $293,000,000 and $145,000,000 
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represent the difference between the dollars '\Thich these European 
countries 'vill earn on a shipping account and the dollars which they 
will have to expend on shipping account. · 

This calculation is further based upon the assumption that the 
Congress will authorize the sale of some 200 ships to the participating 
countries, and the bare boat charter during the period of the program, o'f 
an addit).onal 300 bulk carriers, thus reducing the amount of dollar 
that would otherwise have to be expended' to carry this freight and 
this traffic across the sea. Those ships will be manned by thf' 
country that controls them, they 'vill fly the flag of the country that 
controls them, and the freight 'vill be paid in the local currency and 
not in dollars. 

Mr. VoRYS. At this point could you possibly give us a figure of 
what the net freight deficiency would be if we did not follo·w the policy 
suggested and used all American bottoms and subsidized shipping? 

Ambassador DouGLAS. Over the entire period, the additional cost 
in dollars, ·which is probably a satisfactory way of saying tlie answer, 
·would amount to about $650,000,000. 

Mr. VoRYS. Is that over the 15 months? 
Ambassador DouGLAS. No; over the 4X-year period. Over the 

15-month period, the savings in dollars on account of the chartering 
of ships will amount to about $100,000,000. With respect to the 
savings derived from the sale of ships-! do not know that figure. 
I think there is an additional saving on account of the sale of ships. 
I will try to give you that figure. 

(The information requested is as follows:) 

EsTIMATE oF THE SAVINGS REsULTING FRoM THE TRANSFER OF VE;;sEr.s 
UNDER ERP 

Estimated requirements for dollar freights are based on the assumption that 
approximately 200 vessels would be transferred during 1948. If provision for 
such transfers is not made in ERP, the dollar freight costs would be increa. ed hy 
approximately $11.5,000,000 per year. Since the requested transfers included 
Libertv ships as well as some C-type and Victory ships, the increased co~ ts would 
apply both to bulk cargo and liner services. 

As against the $115,000,000 increase in freight costs per year, the sale of the 
vessels would require a 25-percent down payment and an additional 5 per nt. 
for each year. The down payment and 1 in tallment on the 200 VC' . • el. wonld 
approximate $32,000,000. In addition, the vessels tran. ferred to forPign tla r 

would still require dollars to cover port charges and other di. bnrsement , in dollnr. 
to the amount of approximately 25 percent of \Yhat. the freight co. i would b1:. 

Considering these two factors, it is estimated that the failure to transfPr the 
requested 200 vessels would increase the cost of the program by $54,000,000 for 
the first year and $81,000,000 for each succeeding year. Since some t ime ' ould 
elapse between the commencement of the program and the final trant:;fPr of tlu• 
ve sels, it may be assumed that this $54,000,000 would be the adderl. co ·t for tlu 
first 15-month period. The aggregate cost added over the entire program would 
be approximately $300,000,000. 

Under the program recommended by th e.·ecutive branch, there is pro\'idPCl 
not only the sale of these 200 war-built vessels, hut also the temporary tran f •r 
of up to 300 additional bulk-cargo carriers to the participating countries on b: n•­
boat charter for handling commoditi s made available by the progratn of CnitP-d 
States assistance. The latter transfer is e.·pcct d i o r clue t,h(' financhtl require­
ments of the participating countries h $2·10,000,000 in rcducilll.t th('ir requirc•­
ments for dollar shipping servic s. This amount is divided $100,000,000 during 
~he first 15 months, $94,000,000 during th following fiscal year, and .>W,OOO,OOO 
1n fiscal 1951. A further $110,000,000 would b av d through a ge 1eral ea.' ing 
of freight rates, especially during the la t 3 year. of th program. Both tho e 
savings have been appli d to the calculation of the dollar r quirement , for 
European recovery on an over-all l a. i. ·, but ha,·e not be n di trihutcct hv ·tmu-
~~- . 
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hould the program for thi:-- temporary transfer not be adopted, the total cost 
of the European recovery program would be increased by $350,000,000. 

The aggregate added cost if neither transfers nor temporary transfers of ships 
are provided for would thus be $650,000,000. 

l\fr. BLOOM. How are these ships going to be sold, are they going 
to pay for thern, or is it another one of those transfers of ships? 

... mbassador DouGLAS. The hire for the charter of ships will be a 
n01ninal one, it is contemplated. With respect to sales, it will be 25 
percent down for the first year, on the sale, and the regular terms 
defined lmder the Purchase Ship Sales Act. It will be 25 percent do·wn 
the fir._ t year. I have forgotten what the total period covered is 
under the ales Act. 

~~Ir. CHIPERFIELD. Do we loan them the 25 percent? 
~Ir. BLOOM. Is it paid in dollars? 
Ambassador DouGLAS. That will be paid for out of their other 

resources. 
~'Ir. BLOOM. In other words, we get it? 
Ambassador DouGLAS. That is right. 
~1r. BLOOM. You do not know, but we do get it? 
An1bassador DouGLAs. That is right. 
~~Ir. VoRYS. We heard in Germany that the furnishing of 75 ships 

under charter, it was estimated, would result in a reduction in the 
cost for freight of $40,000,000. That was not an official estimate. 
It was given to us by an American official and concurred in by German 
officials. I had thought if that figure was correct that the total 
savings through having the shipping handled otherwise than through 
An1erican bottoms might be far in excess of the amount you mentioned. 

Ambassador DouGLAS. That $40,000,000 saving was over what 
period? 

~Ir. VoRYS. I understood it was a $40,000,000 annual saving. 
Ambassador DouGLAS. That calculation would not be at variance 

with this calculation to any great extent. Seventy-five ships save 
$40,000,000. Five hundred ships would save about $250,000,000. 

I do not know how that calculation was made. It may not have 
included the cost of bunkering and a variety of other things. 

Then there is other invisible income from the United States amount­
ing to $263,000,000, and from other Western Hemisphere countriPs 
amounting to $13,000,000. That is on account of tourist expendi­
tures and a variety of items of that character. There is some income 
which is derived from the remaining foreign investments. 

Therefore, the balance, the deficiency with the United States is 
$4,764,000,000 and with other Western Hemisphere countries $3,198,-
000)000, or a total for the entire Western Hemisphere, $7,962,000,000 . 

... ow, those figures, insofar as commodities are concerned, were 
bn d upon the price level as of July 1, 1947. However, b tween 
July 1, 194 7, and October the price level had rison 7.5 percent. There­
fore, insofar as the commodities are concerned an adjustment had to 
be made on account of the inerease in the price level and that adjust­
nwnt with the United tates amounts to $412,000,000, and with 
oth r \Y tern Hemisphere countries $1G3,000,000. 

I h,n' <' lwen ren1inded that for tho other Western IIemi pher coun­
tries, the increase in the price l vel was 5 percent, wh r a. within 
the Gnited States the adju tn1ent was 7.5 percent. Therefor , the 
total adju tment on aecount of prirPs with the Western Hemisphere 
nmountP<l to $.565,000,000. 1 h 'refore, th' adju ted balance hows 
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a deficiency of $5,176,000,000 ·with the United tates; $3,351,000,000 
with other Western Hemisphere countries, and $8,527,000,000 with 
the entire Western Hemisphere. 

I would like to emphasize, if I may, one point. In regard to the e 
imports it has sometimes been asserted it is proposed that th com­
modities to be imported into these countries will provide a tandard 
of living higher than or equal to the standard of living in 1938. I 
would like to show you the standard of living it is cal ulated these 
imports will provide; it is based upon what is known as the caloric 
diet. It is measured in t rms of calorie . A diet of 1 ,6F50 calorir~ 
has been estimated by theN ational Resource ouncils to be the semi­
starvation level of the diet. 

In 194 7 and 1948 the diet of the people living within the e countric 
was approximately 2,250 calories. In 194 - 49, the period for which 
these estimates of commodity imports have been calculatNl, it i 
estimated that the average diet \vill approximate 2,550 calories. 

The prewar diet in these countries had a value of 2, 00 caloric . 
The per capita diet in the United States of our nonfarm population 

is 3,200 calories. 
I want to make the point that it is not cont mplatcd ,by any manner 

of means that this import program, the quantities of goods r quir fl 
by these participating countries, is ba eel upon th a umption 
that the standard of living, expressed in terms of caloric diet, will be 
even equal to the prewar. 

Mr. CHIPERFIELD. Nir. Ambassador, you do, howev r, under thi 
program expect to bring the production up in these counb!'ies b yond 
prewar levels? 

Ambassador DouGLAS. It must be don because it is only by 
increasing production, and very substantially, and thus in -r a incr 
exports, that these participating countries will be abl to cornpen at 
for the loss of their invisible income, the hifts of ources of supplie 
and the increased population. 

Mr. JoNKMAN. Mr. Ambassador, that is our principal ailment her , 
is it not? 

Ambassador DouGLAS. What is that? 
Mr. JoNKMAN. Production. 
Ambassador DouGLAS. I l:rhink the ailm nt here is du to a oombi­

nation of different factors. 
Mr. VoRYS. On that 2,250 caloric figure for 1947 and 194 I nfe 

I am amazed to find it is that high, although I realize you hav<· 
Turkey and some countries in there that have practically a normal 
diet. However, when I think that Austria and w stern Germany 
are in there, they are a lot nearer that 1,650 that you hav marked 
as "semistarva.tion" than are the 2,250 that you say is tb av rage. 

Ambassador DouGLAS. Yes. W ll, averages are som tim mis­
leading, as you know very well. The l vel of th diet in a great 
many of these countries \s substantially b low the 2,250 calori s indi­
cated. There are some in which the caloric value of th diet is sub­
stantially higher. For example, that is true in the United Kingdom. 
The caloric value in the United l(ingdom is omewh rein the neigh­
borhood of 2,800 or 2,900. Th ·aloric valu in Fran e would be 
very much less than that. You know \Vhat th br ad ration in France 
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is now as compared to pre·war. That \vas disclosed, as I remember it, 
during the hearings on interim aid. 

11r. BLOOM. Have you taken into consideration the children and 
what they are going to get? 

Ambassador DouGLAS. I do not know that there has been any 
segregation of the population by ages, in relation to diet. 

1Ir. BLOOM. In all the calculations I have heard, they do not seem 
to take into consideration the starving children in Europe, and that,. 
to me, is the most essential thing that I know of at the present time. 

Tow, when you speak of starvation over theFe I understand the 
children are getting but one meal a day. If you do not take into 
consideration in this program the relief of the children of Europe I 
think you are overlooking one of the most important things connected 
with what you are trying to do. 

Amba sador DouGLAS. Certainly I thinl\: it is fair to say that there 
ha be n no indifference to the condition of children, but these cal­
culations are not based upon any cataloging of the population, 
according to age. Obviously, however, if the caloric value \vere in 
this area increased from 2,250 to 2,550, the children will derive very 
substantial benefit from it. 

~Ir. BLoOM. That has been promised right along, but I have not 
seen anything effective. 

Ambassador DouGLAS. Mr. Nitze tells me the ration does favor 
children. I know that is true in Germany, but I do not know whether 
that is true in France or Italy. I know that is the case in Britain and 
west rn Germany. Whether that is the case in France or Italy I 
cannot say. 

1Ir. JARMAN. In these population figures here, a 2-year-old child is. 
con idered the same as a 50-year-old man, is he not? 

~Ir. BLOOM. A 2-year-old child does not need the same amount 
of food. 

11r. JARMAN. He does not need the same amount of calories, 
do she? 

Ambassador DouGLAS. It is a different type of diet. 
I \vanted to emphasize the point that this program is not aimed at 

increasing the standard of living to the prewar level in th se partici­
pating countries. 

row, we come down on this chart to the defici ncy of the W ester.n 
II Ini phere, amounting to $8,527,000,000. The uncover d defiCit 
of th bizonal area in Germany with nonparticipating countries out­
id of th W stern Hemisph re amounts to $200,000,000, so the total 

to b financ d amount to $ ,727,000,000. 
You G rmany pur hased commodities from areas out ide of 

the '\V t ;n Hcmisph r and from nonparticipating countries, that 
i , ountri s other than the 16 that met in Paris and pr pared their 
n port. The deficiency that the bizonal area of Germany incurs, 
on account of its n cessary imports with those countries, amounts to 
200' 000' 000. 
Mr. VoRYS. o far as the Unit d tates Treasury is con rn d, you 

itnply add that to the $ 22,000,000 you ar oming to later in item 
1 , and it i th cost of occupation for Germany, as far as we are con­
. rn d; i that right? 
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STATEMENT OF PAUL H. NITZE, DEPUTY DIRECTOR, OFFICE OF 
INTERNATIONAL TRADE POLICY, DEPARTMENT OF STATE 

Mr. N ITZE. The average figure ·that will go to Germany i larger 
than the sum total of $200,000,000 and $822,000,000 because there is 
included in the $6,800,000,000 some category-B items for Germany, 
that is over and above the amount necessary to prevent disease and 
unrest. 

It is approximately $347,000,000. However, tbis item of $822,-
000,000 is just the Army appropriation for the prevention of disease 
and unrest, which is merely ·what are called category-A items. The 
items necessary fot recovery are included in the $6,800,000,000. 

Mr. VoRYS. However, the $200,000,000 is in addition to the 
$822,000,000? 

Mr. NrTzE. That is correct. 
Mr. VoRYS. So you have for Germany about $1,400,000,000? 
Mr. NITZE. It is something on the order of $1,300,000,000, or 

$1,400,000,000. That is for all zones in western Germany. 
Mr. JARMAN. If the $200,000,000 is in addition to the $822,000,000, 

why is one plus and the other nlinus? 
Ambassador DouGLAS. This is a deficiency with countries other 

than the Western Hemisphere and other than the participating coun­
tries. That is a dollar deficiency with countries other than tho e 
enumerated and therefore it has to be added on to be accurate. It 
would be $8,527,000,000. 

Mr. LoDGE. Does that $200,000,000 represent a deficiency with the 
Soviet Union or her satellites? 

Ambassador DouGLAS. No. 
Mr. LoDGE. What is it due to? 
Ambassador DouGLAS. It is wool from Australia, hides from 

South Africa, and a variety of countries of that order. 
Mr. FuLTON. If you are excluding the participating countries and 

the Western Hemisphere countries and you are excluding the oviet 
Republic, plus the countries that are within their sphere, and that 
then represents $200,000,000, then the next qu stion logi ally fol­
lows: What is the deficit to the countries within the Soviet sph rc, 
the eastern European countries behind the so-called iron ·urLuin? 

Ambassador DouGLAS. There is no deficit. 
Mr. FuLTON. That is an even basis? 
Ambassador DouGLAS. That is right. 
The total to be financed is $8,727,000,000. 
To be met by sources other than new United Stat s Trca ury 

appropriations, there are a number of different it ms, or rather 
$1,285,000,000 from that source. 

Now the analysis of that $1,285,000,000 is as follows: $700,000,000 
from other Western Hemisphere countries. That $700,000,000 ficruro 
is based upon the past experience that these 16 participating countries 
have had with the other Western Hemisphere countric . Tho 
$700,000,000 takes the form of credit extended. One of the W tern 
Hemisphere countries has already extended a substantial line of credit 
to one of the 16 participating countries. 

Mr. VoRTS. Is that Argentine to Italy? 
Ambassador DouGLAS. I was referring to Canada, and that has 

not yet been exhausted. 
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... Ir. ~1e ... TDT. Could you ay w·hich one of those have lines of credit? 
Arnba~~ador Do TGLAS. I will give you th g neral derivation of 

that figure now, and at another time I vill be glad to discuss it with 
you in br a ter d tail, be a use there are certain reasons why there 
.. hould not be a complet analysis, in very great detail in the record . 

... Ir. BLoo 1. There are certain of those figures that cannot be 
l'vukecl; i. that correct? 

.. niba::: ador Do TGLAS. Those are derived from lines of credit 
extend cl and previous rate of dra\ving on those lines of credit, and 

con(ll 7 it is cl rived from the fact that some of these Western Hcmis­
phcr c'ountri will charge a pric for the commodities which they 
export to the participating countries which is less than the price 
at which th cost of their imports \vas calculated. 

For cxarnpl , let us uppose that one of the participating countries 
cal ulat d it nc cl 1,000,000 bushels of \vheat, and that it costs $3 
a bushel. That is ~·3,000,000 . 

.. Tow 1 t u suppose that that 1,000,000 bushels of wheat ·will be 
imported into one of the participating countri s at a cost of $2 a 
bu-.11Pl. 

Th differ n c betw en tbe $3,000,000, vhich is the cost of 1,000,000 
bu h l ~ u t .'3 a bu hel, and the 1,000,000 bushel at a cost of $2 
a bu.:hcl, repro ents $1,000,000, and therefore that rnu t be subtracted 
frmn th co. t of the in1ports. Is that clear? 

... fr. HIPEHFIELD . ..~..To. 
\n1bassud r Do GLA .. If the imports wPr calculated to cost 

3, 00 00 in this particular case because the price per bushel was 

:\Ir. BLOOM. Suppose it is reversed. What would happen there in 
that o-callcd hypothetical case? 

Amba ador DouGLAS. At th moment, that sort of a transaction 
i not contemplat d. 

~Ir. V RY •. You have made an stimatP for that. That is your 
itcn1 11, "Acljustm nt for high r prices." 
An1ba~ ador D UGLAS. You will r coli ct that the adju tment on 

n. ount of pri es in the United States was 7.5 percent, because that 
i the amount by which the price level had risen, during the period 
Julv 1 to October. 

'l'h adjustment on account of prices for the balanc of the West rn 
Hemi ph r was alculated at 5 perc )nt. The reason for the diff renee 
i that w did not alculate any incr ase in prices for c rtain com­
moditi, air ady b ing old at a price above the prevailing world 
mark •t. · 

.. fr. LonGJ~. Mr. Ambas ador, we might ventually b call d upon 
to pny that a, a d('ficit luring th cours of the next f w years, might 
W<1 not'. 

Amhn "'a<lor DouGL.\S. 'Vhat wa that, sir? 
r. Lone:"' ~ ince that is a lin of cr dit and not a grant, we might 

\'entunlly lw callc<l upon to pay that; and ther for it i p 'rhap::> ju t 
u vrll, it. 'Pms to me, n t t take that rNluction too criously. 

mb~1-- aclor Dou .LA •. Tlw $700,000,000'? 
. lr. Lonca~. o; th' $1,285,000,000 figur . 

ml>n srulor J)ouGLAS. No; I third- that. i a lcgitin1atc <l clu ·tion . 
. I r. LooG t~. Arc thcs' oun tric.) not < vPntunlly g ing to hav 1 to 

p T up on this lirw of ·rc<lit <'stnb]i,'lw<l by various South American 
(j!IO :!--·H-i - 9 
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countries? If they do, that will constitute a deficit in their balance of 
payments which we, under this European recovery program, would 
perhaps feel that we would have to pay for. 

Ambassador DouGLAS. That is after the period is over. 
Mr. LoDGE. It is? 
Ambassador DouGLAS. Yes. 
Mr. LoDGE. I understand. 
Ambassador DouGLAS. If I have not made myself clear about the 

$700,000,000, I ·will come back to it at another time; but it is a n•ason­
ably firm calculation of the amount of assistance and support for the 
western European countries based upon previous experi~nce. 

Then we calculate there will be $500,000,000 derived from the 
International Bank, Export-Import Bank, and from private sources. 

The calculation of the amount derived from the Export-Import 
Bank and the International Bank is based very largely upon the lines 
of credit outstanding and the rate at which they have been drawn 
down in the past. There is an item of about $50,000,000 to 
$100,000,000, to be derived from private investment sources, included 
in the $500,000,000; and, in addition, some of the nonparticipating 
countries will provide $85,000,000; so those two items, $700,000,000, 
$500,000,000, as well as $85,000,000, go to make up a total of 
$1,285,000,000. . 

Mr. BLOOM. Now you say "private sources." Are private loaning 
institutions permitted at the present time under our laws to mak 
loans to foreign governments or the people of foreign governments? 

Ambassador DouGLAs. These may be direct investments. 
Mr. BLOOM. According to the Johnson Act, I do not think that is 

permissible, is it? 
Mr. CHIPERFIELD. Did not Bretton Woods repeal the Jolmson Act'? 
Ambassador DouGLAS. No. These would not be governmental 

transactions. 
Mr. BLOOM. The Government may do it but not private loanincr 

institutions. 
Ambassador DouGLAS. It is not contemplated that these will be 

loans to governments from private sources, but these will be inve t­
ments made by private sources. 

Mr. VoRYS. Private sources in 16 countries that can secur loan ·. 
Ambassador DouGLAS. Yes; from private sourc in the Unit<'cl 

States; or, alternatively, the investment by United tate concerns, 
expressed in terms of dollars, in private undertaking in one of th 
participating countries. 

Mr. BLOOM. You may be right, 1fr. Ambassador, but I have never 
heard that the Johnson Act was rep aled. 

Ambassador DouGLAS. The Johnson Act was pas ed in 1931 or 
1932, as I recollect. 

Mr. BLOOM. It still stands. 
Ambassador DouGLAS. During the period ince 1931 and 19~2, 

substantial sums have been invested by American corporation OI' 

individuals in these Europ an countrie . 
Mr. JARMAN. That would include oil compani s? 
Ambassador DouGLAS. Yes; oil companies and refining projects. 
There is this feature, too, as I have just b en inform d: Th Johnson 

Act does not apply to those countries who participate in and hav<' 
contributed to the International Bank and th International MonctarJ 
fund. 
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~Ir. BLOOM. Any foreign government who has defaulted in any of 
their payments to this country or in their obligations to this country­
it does not apply there; but any countries ·who ha-ve defaulted in any 
of their payments to this country, or any of their obligations-the 
Johnson Act definitely does apply. 

~lr. YoRYS. It does not. 
~Ir. CHIPERFIELD. It does not. 
~fr. BLOOl\1. Very well; I an1 wrong again. 
~Ir. JARMA T. The Johnson Act does not apply to any investment 

by the Ford ~Iotor Co. in a plant in a foreign country, does it? 
Alnbussudor DouGLAS. A sub tantial part of the $150,000,000 

would comprise items to which the Congressman has r eferred. 
At any rate, those three figures make up the total of $1,285,000,000. 
~Ir. VoRYS. Do I understand that $85,000,000 is all that is con­

ternplated fron1 all the rest of the planet, by way of loans, grants, or 
anything el"e in this picture? 

Arnbus ad or DouGLAS. No, sir. 
l\lr. YoRYs. That is, outside participating countries? 
Alnbussador DouGLAS. No, sir. 1Iost of the participating coun­

trie" cannot supply dollars to any great extent. I am talking only 
about the participating countries, because this balance of payments 
applies only to the participating countries. There are three or four 
countries who ha-ve dollars and can supply dollars to meet their deficits. 

~Ir. ~Iu DT. Let us approach it the other way, because it is cer­
tainly not dear to me or to ~1r. Vorys yet: If we appropriate $6,800,-
000,UOO, which is the requested amount for the 16 countries, how much 
i the rest of the planet going to contribute beyond that? 

~lr. VoRYS. It will be $85,000,000? 
~lr. 11 UNDT. It looks like $85,000,000 by your figures, but you say 

that is not it. 
'Yhat is the amount in figures that will be comparable to the 

$G, 00,000,000? We are supposed to put in that much. How much 
i the r st of the \vorld going to put in? 

Ambassador DouGLAS. I have indicated that among the Western 
Hcn1isphere countries--

1\Ir. MUNDT (interposing). How much of the rest of the world will 
put omething in? Give us a definite figure that will be comparable 
to the $6,800,000,000. 

Ambas ador DouGLAs. This calculation is based upon the defi­
ciency xpressed in terms of dollars \Vith the United States and with 
th~ 'Vest rn Hemisphere countries. Now, of the total deficiency, 
\Vt>~tcrn Hemisph re countries will provide some $700,000,000 in 
support. The $85,000,000 to 'vhich you refer represents the dollars 
that will come from the participating countries which have a defi­
cicney but which will be able to meet that deficiency completely and 
wholly out of th ir dollar resources. Therefore, that has to be sub­
tracted, b cause it is an item we will not finance. 

l\lr. MuNDT. Ther is now a total of $785,000,000 to be contributed 
by countries other than the Unit d States to the European recovery 
program? 

Arnbas ador DouGLAS. $700,000,000 in support will be provided by 
\V' tern Hemisphere countri s. 

~1r. MuNDT. And $85,000,000 by the participating countries? 
A1nbassador DouGLAS. To meet their own deficiency. They need 

no loan; th y n cd no grant of any sort or character. They have a 
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deficiency in their balance of payments, and th y will pay$ 5,000,000 
to meet their deficiency. It is ca h on the barrel head. 

l\1r. 1\tluNDT. Then we should be able to answer "ye " or "no" 
this question: Is the total amount which th r t of th world is 
going to contribute to the recovery program of the 16 countries 
$785,000,000, outside of the United States contribution? 

Ambassador DouGLAS. The defici ncy with the balance of the 
world is not expressed in terms of dollars. I might say that. It is 
expressed in terms of other currencies. 

One of the other countries of the world has extended a line of cr ditto 
one of the 16 participating countries. This oth r country to ·which I 
refer is not a "\Vest rn Hemisphere country. That is in the amount 
of some $320,000,000. I cannot give you, sir, the amount of dollar 
aid the balance of the ·world may provide. 

l\1r. JARMAN. Is the answer to that question that the rest of the 
world will provide $700,000,000 in dollar aid, plus an amount of whi ·h 
you are not sure, in other currencies? 

Ambassador DouGLAS. Y e ; that is corrP t. I do know of one 
item of $320,000,000, but that is to tide over on of t.h c countrie 
in a period of great stringency no\v and \vill b exhaust d b for thi 
program goes into effect. 

l\1r. V ORYS. We were told yesterday-one of our committee rnem­
bers was going through the ·ountries and added up ab ut 7 to 10 of 
the 16 countries which ·were labeled by l\1r. Thorp as ca h or loan 
countries. 

Now does the $85,000,000 represent all of the cash countries? I 
that all of the amount that these 16 countries ar going to pay of their 
own deficits? 

Ambassador DouGLAS. There arc three countries having deficien­
cies in their balance of paym nts. The d fi i ncies of tho thr' 
countries can be met and will be met out of their own re ource . 
They will rec ive n ither grant , loans, nor oth r support from u .. 
And the d ficiencies of those three countries amount to approximately 
$85,000,000. 

Mr. VoRYS. Now, are there not some countries having no d fi ·ien­
-cies? 

Ambassador DouGLAS. y OS; ther ar some ha ring light surplu (' . 
I doubtless have failed to xplain th $1,2 5,000,000 sati, factoril:. 

Those are amounts for financing oth •r than fron1 appropriationH of 
the United States Tr asury. The total i . 7 442,000,000. Th 'f'P 
must be ubtract d fro1n the $7,442,000,0 0, : 22,000,000, on ac(•otmt 
of an appropriation which the Army will eel- fron1 th ' ongn•s., for 
the purpose of preventing disca e and maintaining order in G •rrnany. 

1\!Ir. VoRYS. N O\V, right at that point, in it ha b n announced 
that the Stat Department is taking over th adn1ini tration of G ·r­
many June 30, and sin e th tate Dcparhn 'nt i lwr' contending 
for control of the fund , it i purely a eonfu "'ing bookkc(·pin ~ ('llt ry 
not to hav th $ 22, 00,000 fr m now on add( d int the $H, 00,-
000,000; because, in th fir t pla , it i all pnrt of the total pro p •etiv1 
co t to th taxpay r of Eur p an rcr very; and crond, it i nll going 
to be admini tercel by the am rowd in th an1c De partrn 'n t of the 
Gov rnment, if th law go 'S through a propo 'e l here. 

It is perf ctly silly t carry that as a clcdu ·ti n and pr tcnd we un 
talking about $6, 00,000,000 when \VC tU' tall-ing about $7,600,000,000 
from no'v on. 
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Ambassador DouGLAS. This is the only way it can be disclosed 
under the present distribution of authority. The Army now does 
have the responsibility for the administration of Germany. The 
Army will present this request for an appropriation. 

Now, the State Department will not present that request; and it 
would be misleading-it would not be taking circumstances as they 
are, conditions as they exist, if the $822,000,000 were not subtracted. 
That is the amount calculated by the Army to be necessary to main­
tain order and to prevent disease. There is $400,000,000 other than 
the $822,000,000 which will become available for the recovery of 
Gcrn1any. Ho·wever, there is $822,000,000 to prevent disease and to 
maintain order. 

I think, giving the circumstances as they are, the authority of the 
Department of the Army as it now is, it would be misleading if the 
$822,000,000 were not subtracted from the $7,442,000,000. 

l\lr. VoRYS. Just at that point, the total for Germany is going to be 
not $822,000,000, or not $822,000,000 plus $4,000,000, but $822,-
000,000 plus $400,000,000 plus $200,000,000, or about $1,400,000,000; 
is that correct? 

Ambassador DouGLAS. That $200,000,000 is in the figure. It is 
not $ 22,000,000 plus $200,000,000 plus $400,000,000; it is $822,-
000,000 plus $400,000,000 or a total of $1,222,000,000. 

~ir. FuLTON. Can you clarify that figure of $822,000,000? Is that 
$ 22,000,000 for all three zones of Germany outside of the Russian 
zone, or is it just our zone? 

Ambassador DouGLAS. It is $822,000,000 which the Army will 
request for the purpose of preventing disease and maintaining order 
within the area of Germany over which it has jurisdiction. 

~VIr. FuLTON. Does that mean the British and French zones or 
just the American zone? 

1Ir. JARMAN. In other words, Mr. Ambassador, is that not a cost 
flowing from our occupation of that area, rather than a cost, like 
these other costs, to recuperate the country? 

Ambassador DouGLAS. That is right. That is a sum of money 
which the Army will request to defray the cost of preventing disease . 
and maintaining order within the area over which it has jurisdiction, 
a part of which is derived from the bizonal agreement with the British 
zone. 

l\1r. FuLTON. How much are we putting into the British zone of 
that and how much into the French zone? 

Ambassador DouGLAS. The French zone is not included in the 
$ 22,000,000. Now, as to the analysis of that $822,000,000, you will 
have to get that from the Department of the Army. I am sorry I do 
not have it, sir. 

l\t1r. JARMAN. Let us assume we do not pass this legislation. Would 
it not be necessary next year and the year after next, and as long as we 
or.cupy that portion of Germany, to be faced with some figure for occu­
pation, even though this legislation were not passed? 

An1ba n.dor DouGLAS. If 'this legi lation is not passed, and eco­
non1ic and political stability does not begin to reappear on a solid 
foundation in Western Europe, the whole condition of this area will 
o change that I doubt that anyone can calculate what the cost to us 

will be in Germany, what th status of Germany will be, what will be 
the political structure of Germany, what views will control in the 
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Government of G.ermany, so I doubt that one can give an adequate 
answer to your question. 

1\1r. JARMAN. However, as long as we occupy Germany, there will 
be son1e expense, whether ihc bill passes or not? 

Ambassador DouGLAS. That is pr2cisely right, sir. 
11r. JARMAN. Therefore, I agree that this is not to be included in 

this bill, because it is for a different purpose. 
Ambassador DouGLAS. The second implication in your question­

and, in fact, it was an expressed statement of the Congressman-was 
that the State Department is to have jurisdiction over the expenditure 
of the funds. I submit that is not in accordance with the intentions 
or the ambitions or the plans of the State Department, or of the ad­
ministrative proposal which has been suggested. However, wo will 
come to that at another time. 

Chairman EATON. 1\tlr. Ambassador, would it be agreeable to you 
to adjourn shortly, now? 

Ambassador DouGLAS. There is just one more item. 
There will be needed funds for incurring of obligations after ,June 

30 of 1949, or rather to cover contracts for shipments for a period 
of 60 days or so after June 30, 1949. That amounts to $200,000,000. 

The total therefore which is being sought, and the explanation of 
the total amounts to $6,820,000,000. 

Mr. BLoOM. Is that $800,000,000 included in the $6,820,000,000? 
Ambassador DouGLAS. The $822,000,000 is not; $400,000,000 for 

straight recovery is. 
Mr. ·VoRYS. And $200,000,000 in addition to the $400,000,000 is 

included-it is at least included on the chart you have there, because 
you have it added in as item 14. 

Ambassador DouGLAS. I can explain it this way: There is some­
what of an over-simplification in this, but I think it will perhaps 
resolve the confusion-$400,000,000 will be made available in addi­
tion to the $822,000,000, for the recovery of western Germany. 

The $8,527,000,000 represents the dollar deficiency with the 
Western Hemisphere; $200,000,000 of the $400,000,000 requir cl for 
Germany is included in that $8,527,000,000 figure. However, there 
is a deficiency with countries other than those located in the We t rn 
Hemisphere, and outside of the area of the nonparticipating countries, 
in the amount of $200,000,000, and therefore that has to be added. 

Mr. VoRYS. So that the total is $1,222,000,000, and not the oth r 
figure? 

Ambassador DouGL4S. That is right, $1,222,000,000. They arc 
rounded off figures, but they are substantially correct. 

I am at your service, Mr. Chairman. 
Chairman EATON. The committee will stand adjourned until 

2 o'clock, if the Ambassador will return then. 
Thank you. 

· (Whereupon, at 12:05 p.m., the com1nittee adjourned to roconv no 
at 2 p. m. the same day.) 

AFTERNOON SI~SSION 

(Tho con1mittee reconvened at 2 p. n1., pursuant to the recc s.) 
Chairman EATON. Tho eom1nittoc will b in order. 
We will ask Ambassador Douglas to proceed with his tcstinwny. 
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... \..n1bas ador Do"GGLAS. 11r. Chairn1an, at the conelusion of the 
rnorning scs ion of the comn1ittec we ·were discussing the final ending 
of the calculations which represented the basis for the request for 

6, 00,000,000. 
There are one or t\YO points I would like to make, if I may, about the 

cal ula tion .. 
The fir"t has to do with the caption "Selected imports." The 

ronunoditic included \vithin that category of imports \Vere elected, 
fir~t because th y comprised the group of comn1oclities which the 
Pari, Conference, consisting of 16 participating countries, considered 
to be ab olutely essential to the recovery of these countries, and, 
:econdly, because the category comprised commodities of which 
generally here wa a short supply. 

It i not to be inferred f1o1n that statement that there are not other 
comrnoditie in a very wide range of commodities that are not essential 
to the recov ry of the European area of which we are speaking. 

The econd point I \vould like to make is that theN ational Advisory 
ouncil, 'vhich is charged with the respon ibility of coordinating the 

ler.cling policy of the United States-the r Tational Advisory Council 
rganization has made rough calculations and estimates of the amount 

of the $6,800,000,000, "\Vhich \~till be extended in the form of loans. 
That rough and tentative calculation made by the N AC organiza­

tion indicates that bet,veen 20 and 40 percent of the $6,800,000,000 
will tal-c the form of extending ere lit . 

... Ir. BL00:\1. That 'vill be r paid? 
A11bassador DouGLAS. That is right. 
Thr e calculation that various departments of the Government 

have participated in making and which were explained to the com­
nlittcc this morning compare with other calculations. These other 
alculation were made by the 16 participating countries meeting in 

Puri and by th Harriman committee and I would lik to explain 
to th comn1itt e \Vhat that comparison indicates. Before I do so, 
if the committ e is not inform cl as to the historic development of the 

ommittee on European Economic Cooperatiop, that is to say of the 
Paris Conf renee, and th evolution of the European recovery pro­
gran1, it might b . w ll to have th record disclose what that history is. 
Th • S cretary of tate on June 5 made a speech at Harvard, with 
which very member of this committee is thoroughly informed. 

Innn diately aft r that spe ch 11r. B vin, the S cr tary of State 
for For ign Affair in the United I{ingdom, and Mr. Bidault extended 
an invitation to all the Europ an countries, xcepting pain, to meet 
and di, u. \vhat could he done. An initial conference was convened 
in Pari , atten(kd by 1{e rs. Bevin, Bidault and 1 Iolotov. \Vhen 
it. wn disrlo eel at that n1eeting that the purpose of the Confer nee 
which wns to he hPld, ainong other things, \vas to determine \Vl at 
nrh on ' of thC' part.i ipating conntrie shoul<l do f r it •lf and for 
n h of t.hc other count.ric , ~Ir . .~.1olotov departed, aft r having 

u r .. ·ouw for '<'ful nnd significant language warning for e.·nn1plc the 
nit< d 1\.ingdorn alld the French that the steps which they were 

pr po ing to tak(' :vo 1ld have unfortunate onscqurncps . 
.~. ' otwithstanding l\1r. l\folotov's <l<'parture, invitations were 

i u d nnd 1 u of the countri<·s which rcccivt'd t.hmn fonnnlly accept(•d 
e-nd nwt. in Pnri on th' 12th of July. Th ~y organiz<·d their vorl-ing 
c n1mit.te<·~ and n,n l'."<' utivc conuniLtce and tlwy then pro Pcded to 
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calculate or estimate what each one could do for it elf and what 
collectively and cooperatively they could do for each other. In 
addition, they calculated the amount of outside support which 
would be necessary for the recovery of the community of nations. 

What was perhaps more significant w re the c mmitment which 
each one of the participating nations pledgP.d itself to fulfill, and at 
a later time perhaps reference will be made to those undertaking and 
pledges. However, for the moment, dealing with the calculation of 
the outside support, it is interesting that the Committee on Europ"an 
Econon1ic Cooperation produced a figure which upon relatively com­
parable assumptions to the figures prepared by the various depart­
ments of the United States Government, amounted to $8,03.5,000,000 
for the calendar year 1948, as again t the figur prepared by the 
executive branch of the Government of '6,303,000,000 for the fiscal 
year 1949. 

In other words, after the Paris Conference completed its work and 
had submitted its findings to our Government, various group of 
people \Vorking in committees in which there wa r pre entation fron1 
many departments of Government, went through thi Pari r port, 
commodity by commodity, insofar as the selected commoditie w r 
concerned, measured the availability of commodities in question and 
all the factors that entered into the final al ulation, and came forward 
with an estimated amount necessary for the recovery of western 
Europe, which was roughly $1,700,000,000 less than the amount cal­
culated by those attending the Paris Conference, and which wa 
included in the report of the Committee on European Econon1ic 
Cooperation. 

At the same time, the Harriman committee, con isting of di. ­
tinguished Americans, drawn from outside of the area of Govern­
ment personnel, reviewed the report of the Paris Con£ r nee, and on 
a basis comparable with that on ·which the calculation of th(' (' .. (' ·utiv 
branch were made, produced a figure approxin1ately ~6,330,000,000, 
as the lowest estimate, and another figure a their hiO'hest (' timatP, 
based upon a higher availability of commodities, and som \Vhat 
diff rent price assumptions, of $7,060,000,000. 

Those figur s which I have indicat d are the cl('fiCi('ncies in th 
balance of payments. You can find thi · table on pa.O' 100. 

Mr. BLOOM. They a.re all for the fir t 15 month ? 
Ambassador DouGLAS. No; this is all on the basi of 12 m nths for 

the Paris report did not make any al ulation f r a 15 n1onth.' 
period, nor did the Harriman committ le. The figure whi ·h I 
have just recited are based upon a 12 months' p riocl, becau ~' it is 
the only basis, the only standard which can be u. d since no ficrurc~ 
were made by tl e Paris report for a 15 months' period. 

Certain adjustments had to be made, first, in regard to th figure 
proposed by th Paris report. It wa calculated that $920,000,000 
would be provided from sources other than appropriation by the 
United States Government, redu ing th ir figure of $7,120,000,000. 

Th Harriman report produced one figure of $6,3:30,000,000, in 
terms of July 1, 194 7 prit('S. Then an adju tn1cnt uJn ard of thnt 
figure was made on a c unt f an elevation f tlw prie( lPv<.'l, the nme 
adjustm nt on account of pri c \vhi h wa made by the various de­
partments of Gov rnment. Accordingly, aft r that adju tnwnt wn 
made the $6,330,000,000 figure was incrca d to $ , 0, 00,0 0. 'I he 
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Harriman committee estimated that $1 ,100,000,000 should be had 
for the purpose of meeting that $6,880,000 ,000 from sources other than 
fun .. s appropriated by the Congress, thus reducing the figure to 
$5,780,000,000, whereas on a comparable basis the end figure pro­
duced by the executive branch \vas $5 ,789,000,000. When certain 
further adjustments are made in those figures, the end result of 
tlw Harriman con1n1ittee's repo:r:t, that is after including, for example, 
the S200,000:000 on account. of forw·ard obligations and the ap­
propriation of the D epartment of the Army of $822,000,000, the 
end re ult of the Harriman committee vvas $6,811 ,000,000, as com­
parcel with $6,800,000 ,000 for the executive branch. 

'This is a very important point, because it is quite revealing: I 
houlcl "'ay that there are a number of differences in the internal 

eornpo it ion of the Harriman committee's calculat ions from those 
1m1cle bv the executive branch. 

For example, the Harriman committee vvas more conservative in 
the amount of imports from the United States and from the other 
"'" e tern Hemisphere countries than was the executive branch. 

As n, result of the smaller imports, it reduced the exports from these 
participating countries quite substantially, as compared with the 
e tin1ates and calculations made bv the executive branch. 

The deficiency on trade account remains approximately the same, 
but it is significant and important as a consideration to bear in mind 
that a reduction of imports even to the European countries must be 
reflected in a reduction of exports. 

11r. JoNKMAN. Right at that point, is that because their exports 
would depend upon raw materials? 

Ambassador DouGLAS. That is precisely why, sir. At any rate the 
end result of the Harriman committee's calculations and the calcu­
lations made by the executive branch of the Government, if you take 
the lower of the Harriman estimates, are approximately identical, 
and the estimates made by the executive branch are just in a minute 
way lower than those made by the Harriman committee. There has , 
thcr fore been a check as it were on the calculations made by the 
c.~ccutive branch. 

I 8hou1 d like to tell the committee why, in our judgment, the 
$6 , 00,000,000 figure represents a minimum. 

1 lr. YoRYS. Would you mind an interruption, Mr. Douglas? 
An1bassador DouGLAS. No, sir. 
~Ir. VoRYS. I have heard it said that in view of the fact that the 

( clmini tration made suggestions to the Paris Conference and set up 
the Harriman report and the executive branch has the responsibility 
of ndministration, it would not be surprising or merely a coincidence 
if th figures all came out about the same. There are many who do 
not think that these are three utterly independent surveys as to the 
our · of the figures they worked with, or as to the compilations they 

mndc . 
.Atnbassador DouGLAS. Well, as to the Paris Conference, Congress­

man Vorys, the cal ·ulation was absolutely independent. 
Ir. CHIPERFIELD. Mr. Ambassador, did you not hav something 

to do with those figures at Paris? 
A1nba sad or DouGLAS. Not with the figures. 

Ir. HIPERFIELD. The press seemed to indicat thusly. 
Ambassador DouGLAS. No; I can tell you precisely what happened . 

• 
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11r. CHIPERFIELD. Would you tell u ? 
Ambassador DouGLAS. The first addi ion or tot.al of the calculated 

requirement of the 16 countries was put at a fio-ur approximating 
$29 000 000 000 for the 4-year period. It was p rfectly tentativ ·. 
It had ~ot be n approved by the Conference or by the executive conl­
mittee. That figure ·was disclosed to 1\ir. Clayton and eli closed to 
me. We both made from separate parts of Europe, the same kind 
of a reply. When that figure was reviewed by the executive com­
mittee and the Conf renee, they reduced it very substantially to 
$22,400,000,000, including the item amounting to .'3,100,000,000, 
which they calculated could be made ayailable through the Inter­
national Bank and from other ources, o that it v.-as only in rP-pcct 
of th~ total that any expression of the view from the United tate 
was g1ven. 

The United States Government did not participate in the calcula­
tion of the commodity requiren1ents. Conver ations were bad toward 
th very end, when the Paris Conference wa clrawino- to it clo c, 
in regard to the undertakings which each country would make to the 
other countries, the nature of the coop ratiY ffort. H wever, it 
was made clear that what \Va said wa (lone in th form f friPndly 
aid in drafting which the secretary said in hi Harvard sp ech v./ · 
would make available. 

The Paris Confer nee report was lightly more than 1,700,000,000 
in excess of the calculation made by the e. ~ecutive bran ·h of the 
United States Government for a 12 month ' period, and, of cotn· c, 
all the figure that I am talking about, cxc pt the one with refcrenc · 
to the $22,400,000,000 have to do either with a 15 month ' period OJ' 
12 months' period. At the moment I am talking about th 12 n1onth ' 
period. 

o much for the way in which the Pari fio-ur s w re mad . A to 
the Harriman committee, and thi is dir ct d to the cond part of 
your que tion, Congressman Vory , many of the udie up n whi ·lt 
the Harriman committee's r port was ba cl were made by in lepPIHl ·nt 
people, shipping for example, and a nu1nber of oth r . 

ow, Mr. Harriman or th ex cutiv offic r of that ommitt 'C ·an 
explain to you much better than I an the .~t nt to which tho c 
calculations w re wholly inclep ndent of th overnn1 nt. H w •v '1', 
I think it is fair to say that there wa not ollabora tion in the ·al­
culation of fio-ur s as b tw en the Harriman <' m1nitt e and hP ·.·t'ell­
tive branch. Mr. itz ay there wa ·oll b ru tion in <Yet.tin" tho 
data tog ther, but there wa no colla borati n in th n1PHStn·enwtlt, of 
the availabilities and a whole variety of it n1 f that charact •r. 

I cannot say-p rhaps Mr. Harriman can-that th two al ·ula­
tions were wholly ind p ndent, but I can ay they wer not n1adc 
with a view to having them come out at the arn end point . . 

Mr. VonYs. That is under tanclabl \. I am not ayinO' that criti­
cally. If they all three came up with p 'rf t answer , t,h ' r prolmbly 
would look the same. o th mer fact thn,t th \rc is :t si1nilarit do) 
not necessarily prove anything \vrong < b ut the figur \~. · 

A1nha , ad r DouaLA . o. It do ·s indi ·ntl~ that th<'n' hns lw('H 
a r a onabl arnount of very en.rcful s ·rp ning nnd S<'rut iny ntl<l r<'Vi<'W 
of th figures. Tl point was thut wo r<'ln,ti 7 <'ly ind<'JH ndPnt n· il w 
had come ut with figur, whieh w •r • appro.·inutt<'ly the "nine, hn~ ·d 
upon appro.~imately identical hypo the '· nnd ns. urn pt ion:. 
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11:r. BLooM. You \Vere figuring on 12 n1onths. The calculations 
were all on 12 months. How did you get $6,800,000,000 on the 15 
months' period? 

Ambassador DouGLAS. As I explained this morning, Congress­
man--

l\ir. BLOOM (interposing). I did not hear it. ~1aybe I was not 
here at that time. All of your figures that you have been talking 
about now as I understand concern the 12 months' period? 

Ambassador DouGLAS. That is right, except for the end figure, 
which is an adjustment of the Harriman committee's figures for the 15 
months, $6,811,000,000 as against $6,800,000,000. The executive 
figur f r the 15 months were based upon a minute calculation of 
certain commodities for the 3 months' period April 1 to July 1, and 
the following succeeding 12 months' period. 

nir. VoRYS. Of course, I hope you appreciate that having this 
placed before us in tables of yearly figures, and then jumping to 15 
n1onths is dreadfully confusing, but let me also point out that on the 
chart you have before us, there is $200,000,000 in for the period after 
the 15 months, so that that is just another little added confusion in 
th ·re. The item 20 on your chart is $200,000,000 to go beyond the 
15 n1onths. That may be a nice idea, but it does not help to dispel 
the confusion. 

Amba sador DouGLAS. However, that $200,000,000, Congressman, 
i~ for the purpose of liquidating during the 60 days after July 1 of 
1949, the obligations that have been entered into prior to July 1 
of 1949. We could have put that $200,000,000 or hidden it in another 
place. 

l\Ir. BLOOM. When you differentiate between the 12 months and the 
15 months do you prorate that extra 3 months? 

A1nba sador DouGLAS. Not insofar as the executive branch is 
concerned. On page 108 of the published document you will find the 
calculation for the 3 months' period, that is April 1 to June 30, or 
July 1, and from July 1 of 1948 to June 30 of 1949. That was a 
cal ·ula tion for both periods, made in the same way. The reason for 
putting the 3 months' period and the 12 months' period together was 
in order to explain how the total figures had been arrived at. 

:\'lr. BLoOM. That is what I wanted to know. 
Ambassador DouGLAS. There it is, sir. 
1\fr. VoRYS. It is not very helpful because there is a little item of 

$200,000,000 difference between the one that you have up there and 
the on on page 108. This one ends up "$8,727,000,000," and that 
on' ~nded up "$ ,527 ,000,000." 

A1nbas ador DouGLAS. $8,727,000,000, sir, on line 15. 
ow as to the comparison between the executive branch estimates 

and the estimate of the Paris report and the estimates of the Harriman 
·onunittee, w had to take a 12 months' period because both the 
llnrrin1an committee and the Paris Conference made their calculations 
for .t 12 n1onths' period. vV e could not have made any comparison 
hncl we not had the comparison on the 12 months' ba is, that is. Is 
that c·lrar? 

I houlcl like to explain why--
... lr. BLOOM (interpo ing). No one said "Yes" wh n you said, "Is 

that ·kar?" 
An1bas ador DouGLAS. Docs anyone ar to say "No"? 
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Mr. BLOOM. Congressman Vorys is interested in the $200,000,000 
figure. I am interested in the $6,800,000,000 figure. 

Ambassador DouGLAS. I can go through this again, the $6,800,-
000,000. The $200,000,000 I think is included, Congressman. The 
uncovered deficit of the bizonal German areas with nonparticipating 
countries outside the Western Hemisphere is $200,000,000. 

(The Department of State has submitted the following additional 
material on this matter:) 

THE BIZONAL DEFICIT WITH K ONPARTICIPATING AREAs OuT IDE THE \VE. Tim,· 
HEMISPHERE 

1. The bizonal area is expected to import sub. tantially more than it will 
export to the nonparticipating countries out ide the \Ve tern Hemi phere in 
the first 1.; months of the ERP. These countrie ... , which are known a. other non­
participating countries include not only the countries of eastern Europe but all 
countries which are not in the Western Hemi phere or dependent territories of 
the 16 participating countries. Among them are very important raw-material­
supplying countries such as Australia, New Zealand, South Africa, China, India, 
etc. Included in the 6.8 billion dollars appropriation reque. t for the next 15 months 
of the ERP is $200,000,000 to cover a portion of the import from the,'P countrie -. 

2. Attachments A and B provide an illu trative pattern of thi trade, . bowing 
how the deficit has been calculated and the ba i of the reque t for an appropria­
tion covering this deficit. In making use of these attachments the following 
explanation may be useful. These comments apply to attachment B which clral · 
with fiscal vear 1949 but they hold equally for the period April to June 1948 which 
is dealt with in attachment A. 

3. Estimated bizonal imports from eastern Europe, including the Soviet zone 
of Germany and all the nonparticipating countries in ea tern Europe, are expected 
to amount to 93.8 million dollars. These imports include bread grain , indu. trial 
raw materials and manufactured goods, as well as the freight co ton the. e good~-i. 
Imports from non-European nonparticipating countries are expected to amount 
to 267.2 million dollars, including freight co t. These imports include wool, 
nonferrous metals, tropical fats and oils, and indu trial raw material . 

4. Having in mind the fact that trade with the area of a tern Europe and 
with the Soviet Union itself must be conducted on a barter ba::-;is it wa. con:-.idcr •d 
necessary to assign to these areas sufficient German exports to balance the imports 
from them. The bizonal expo t'3 to all area in the first 1.5 month ' period. are 
relatively small, compared to import needs, and, in the program which has h en 
constructed, have all been assigned to areas other than the non-European non­
participating countries. If some of these export are, in fact, diverted to the~ 
countries, the result will be a decrea e in export to uch areas a the \VC'. tern 
Hemispl f>•·e and an increase in the bizonal deficit with these areas corrc::>JHHHling 
to the reduction in the deficit with non-Europ an nonparticipating count riP . 
Therefore the entire amount of bizonal import from th non-European nun­
participating countries, 267.2 millions, must be financed in cash. 

5. The remainder of attachment B indicate th divi ion of the d fieit, of 2H7.2 
million dollars between Briti h financing under th United Stat s- nited I'ingdom 
bizonal ap:reement, and United State financing a, r qu sted und r th' l~H P 
authorization. It is neces. arv to relv on 1.Jnited tate and British financin r for 
the bulk of this amount because the bizonal area ha, neith r foreign 'xehn.ngc 
resources nor the pos. ibility of any substantial cr dit. from thes areas which nrc 
themselves suffering from a shortage of dollar and curtailing th ir irnports from 
dollar areas. 

6. The Department of the Army is in general agreement with thi · pr s ntntion. 

ATTA HMENT A 

Explanation of $200,000,000 item for uncover d d ficit of bizonal arcn with 
nonparticipating countries 

April-June 1948: 
Imports (including fr ight co t) from U ... R. and astern Europ ) __ _ 24. 3 
Imports (including freight co t) from oth r nonparticipating areas__ _ 41. 6 

Total imports______ _____ __________ ____ _____________________ 6.5. 9 
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April-June 1948-Continued 
Exports to U .. R.R. and eastern Europe____________________ 24. 3 

Total deficit with nonparticipating countries______________________ 41. 6 
Adjustment for price increase (7}~ percent)________________________ 3. 1 

Total deficit at adjusted prices __________________________________ 44.1 
Briti h contribution 1

------------------------------------------ 17,5 

uncovered deficit______________________________________________ 27.2 
Above in round figure__________________________________________ 30. 0 

1 Under the terms of the United States-United Kingdom bizonal agreement, revised as of Dec. 17, 1947 
par. 1 (a) (iv). ee Department of State Bulletin, Dec. 28, 1947, pp. 1263 et seq. It is contemplated that 
th Britu h contribution will be largely available for procurement of goods and services from nonparticipating 
are , ; if a portion of the contribution should be spent elsewhere, a corresponding shift in the destination of 
German exports would be required to cover a portion of the imports from the nonparticipating countries .. 

ATTACHMENT B 
FLcal 1949: 

Import (including freight cost) from U. S. S. R. and eastern Europe_ 93. 8 
Import (including freight cost) from other nonparticipating areas ___ 267. 2 

Total imports _________________________________________________ 361. 0 
Exports to U.S.S.R. and eastern Europe________________________ 93. 8 

Total deficit with nonparticipating areas __________________________ 267. 2 
.\djustment for price increase___________________________________ 20. 0 

Total deficit at adjusted prices __________________________________ 287. 2 
Briti h contribution 1

------------------------------------------- 70.0 

uncovered deficit_ ___ ------------------------------------------ 217. 2 
Plus deficit for 3 months ________________________________________ 30.0 

Total uncovered deficit for 15 months ____________________________ 247. 2 
Appropriation request __________________________________________ 200. 0 

Deficit not covered 2 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 4 7. 2 

1 Under terms of United States-United Kingdom bizonal agreement, revised as of Dec.17, 1947, par. 1 (a) 
(i\•}. ee Department of State Bulletin, Dec. 28, 1947, pp. 1263 et seq. 

· A · noted in text, revision of figures now under consideration will substantially eliminate this uncov­
ered deficit. 

~fr. BLOOM. I think we will have to have a private conference on 
that. 

Mr. Ambassador, you say about the International Bank, that is a 
loan, is it not? 

\mba ad or DouGLAS. Was the question ·whether the operation of 
th · Int rnational Bank takes the form of loans? 

1r. BLOOM. Yes. How is that figure in here, that must be a direct 
fiO'ur th same as a bank loan. 

An1bas ad or DouGLAS. Certainly. 
1.1r. BLOOM. How do you figure that in with the aid to the 16 

parti ipating countries? 
\.n1ba sador DouGLAS. The total requircm nts were calculated at 

n certain figure, $8,727,000,000. That is the total requirements. 
1 ow, how were the total requirem nts to b met? We calculat d, 
or the exccutiv branch did, that $1,285,000,000 would b derived 
frmn ourccs other than appropriated funds. $500,000,000 of the 
$1,2 5,000,000 would come from th International Bank, private 
invc tmcnt sourc s, and the Export-Import Bank. There is a d ·fi­
ci ncy, for exampl , of $100, somebody needs $100. He may decide 
that he can meet his need by borrowing $50, and drawing down on a 
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cash account, or some other device, for the remaining $50. That is 
precisely what this calculation is. The total requirements are $8,727,-
000,000. How are they to be met? $1,285,000,000 from sources other 
than appropriated funds of the United tates. 

Mr. Mansfield. May I ask a question? 
Ambassador DouGLAS. Yes. 
Nlr. MANSFIELD. How much do you estimate American business­

men will invest in Europe under this proposal? 
Ambassador DouGLAS. We calculated roughly that between .50 

and 100 millions during the 15 months' period would be either in­
vested by American individuals, or American corporations or loaned. 
That would be from private American sources. 

Mr. MANSFIELD. Do you anticipate in the period beyond that 15 
months that providing these initial investments should meet with 
some degree of success that additional American investments would 
take place? 

Ambassador DouGLAS. Congressman, if economic and political 
stability begin to reappear on a solid basis in western Europe, I think 
a profitable field for American investment will develop. 

Mr. l\1ANSFIELD. Is it the purpose of this particular measure to 
offer any degree of security or to guarantee any security to the 
American investments in the first 15 months? 

Ambassador DouGLAS. The legislation contemplates the guar­
anteeing of investments made by American corporations or individuals 
up to 5 percent of the total amount of money appropriated, and then 
only on account of the transfer from foreign countries into dollars of 
the amount invested, provided the enterprise earns money. 

In other words, the American investor will take a complete risk as 
to whether the project in which the investment is made is a profitable 
one, or a nonprofitable one, and the guaranty will apply only to th 
ability to transfer from French francs or pounds sterling from England 
into dollars, and then only up to the extent of the amount inv ted. 

Mr. MANSFIELD. I understand. Thank you. 
Mr. BLOOM. That is a conditional loan, is it not? 
Ambassador DouGLAS. It is not a conditional loan. 
Mr. BLOOM. The private investor has a conditional loan. He is 

only guaranteed up to 5 percent. 
Ambassador DouGLAS. No. The total amount of the guarantie 

which may be extended, under this particular provision of th bill, 
and indeed under any provision of the bill, cannot exceed 5 p rc n t 
of the total appropriated. That is to say the total amount of the 
guaranties cannot exceed 5 percent of $6,800,000,000, if the Congre s 
authorizes and appropriates $6,800,000,000. 

Mr. BLOOM. Are the loans made by the International Bank and 
the Export-Import Bank the same kind of loans or conditional loans 
or are they different kinds of loans? 

Ambassador DouGLAS. The loan made by the International Bank 
is a wholly different sort of a thing. That is a loan made by that 
bank to a foreign country or to a concern within the foreign country 
that has the approval of the central bank of that foreign country. 

Mr. BLooM. However, the Export-Import Bank loans ar lower? 
· Ambassador DouGLAS. The Export-Import Bank is an agency of 
the United States Government, and it ext nds loans out of funds 
appropriated or a lending authority extended to the Export-Import 
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Bank by the Congress. However, I am talking about something 
different with respect to guaranties. Total guaranties may not 
exceed 5 percent of the total sum appropriated, and then the guaranty 
can only be invoked up to the amount of the capital invested abroad, 
and then only to transfer from the foreign currency into American 
dollars, and then only if the venture abroad is a profitable undertaking. 
That is, we do not propose that there should be a guaranty of the 
ordinary business risk, other than the exchang risk. 
~~Ir. VoRYS. Ho\\~ever, .Mr. Ambassador, the guaranteed loans, 

while the amount of them is to be limited to 5 percent of the $6,800,-
000,000, that amount is to be in addition to the $6,800,000,000? 

Ambassador DouGLAs. No, sir. It is included \vithin the $6,800,-
000,000. That is certainly the intention. 

11r. YoRYS. Would that not be $340,000,000? 
Ambassador DouGLAS. That is right. 
1Ir. VoRYS. That is if a whole lot of loans came up to take ab­

solutely every penny that was available, and the authorization was 
6,800,000,000, the first year, is that correct? 

An1bassador DouGLAS. The authorization sought is $6,800,000,000; 
yes. 

1Ir. VoRYS. If the authorization were $6,800,000,000, then there 
could be $340,000,000 of guaranteed loans. 

Ambassador DouGLAS. Guaranteed investments; yes. 
1~1r. VoRYS. Would that mean that $6,800,000,000 minus 

$340,000,000 could be appropriated and spent, or that $6,800,000,000 
~hould be appropriated, and in addition to that $340,000,000 of loans? 

Ambassador Douglas. $6,460,000,000 would be available. 
Mr. BLOOM. Will the gentleman yield? 
Ambassador DouGLAS. Let me explain how that operates. Let us 

uppose an American company undertakes to invest $10,000,000 in 
France for a certain purpose, and that the administrator has guaran­
teed, subject to all of the limitations to which I have referred, that 
investment. Then $10,000,000 will have to be set aside in order to 
meet the guaranty, should it be necessary to invoke it. 

Mr. BLOOM. Following Mr. Vorys' question, would you now have to 
reserve the full $340,000,000, the 5 percent? 

Ambassador DouGLAS. No, sir. 
Mr. BLOOM. Supposing you went up to $6,800,000,000 and these 

investments were made. You still have no provision for the 5 percent. · 
o you would have to earmark $340,000,000. 
Ambassador DouGLAS. However, they would take the place, Con-

rrcs man, of support extended in another form and merely be a sub­
stitution. An American company invests $10,000,000 abroad. As 
to the foreign country, the balance of payments is relieved to the 
c.·tcnt of $10,000,000, just as much as though $10,000,000 worth of 
tobacco had been purchased and sent to that coltntry. The dolla.r 
resources of that country will have been relieved to precisely the same 
r.·tcnt; that is to say, $10,000,000. The administrator then guaran­
t es the $10,000,000, subject to all the limitations and conditions to 
which I have referred. That $10,000,000 is merely a substitution for 
relief of their dollar shortage in lieu of something else. 

Mr. MANSFIELD. Does that not in effect, Mr. Ambassador, take the 
train off the expenditures by this Government and transfer some of 
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the responsibility to American private industry or American private 
business? 

Ambassador DouGLAS. Indeed it does. 
Mr. JARMAN. However, you would not have to s t a ide the whole 

$340,000,000 initially because those items of $10,000, 00 might not 
add up to $340,000,000. 

Ambassador DouGLAS. That is right. As the admini trator 1nake 
the guaranties, he will set aside the amount necessary to cov r the 
guaranty should it be invoked. 

If he makes guaranties only to the extent of $40,000,000, then that 
will be exactly the amount which \vill have to be e a ide to make 
good on the guaranty should it be invoked at some subsequent time. 
If, on the other hand, he 1nakes guaranties in the amount of $340,-
000,000, then he will have to set asid the $340,000,000 in ord ·r to 
make good on the guaranties which he has extended. 

Mr. JARMAN. He has no authority to mak more? 
Ambassador DouGLAS. That is right. 
Mr. MERROW. How would the $340,000,000 be affected then as to 

the loans that are guaranteed 100 p rcent out of that? 
Ambassador DouGLAS. They are not going to be guaranteed 100 

percent, ~fr. Congressman. 
Then' is no loan given. The Am ric an bu iness corporation mal­

an investment of its own money. Let us say it is $10,000,000. The 
administrator then guarantees that corporation that, should the 
venture abroad be a profitable one, and should the American corpora­
tion experience difficulties in transferring th foreign currency which 
it earns abroad into American dollars, the guaranty of $10,000,000 or 
the extent to which it is impossible to transfer from a for ign country 
into American dollars ·will be made good. But ther will he on 
guaranty issued as to the busin ss soundness of the nterpri c, nor will 
the guaranty extend beyond the actual dollar capital inve t d. 

Mr. MERROW. He sets aside dollar for dollar then, u ing the 
illustration that the corporation invests $10,000,000. Tb $10,000,000 
must be set aside? 

Ambassador DouGLAS. That is right, sir. 
Mr. VoRYS. That must br held for 14 venTs. I that not corrcc·t'? 
Ambassador DouGLAS. Whatever the period of guarant \e i ... 
Mr. VoRYS. The limitation is 14 years. 
Ambassador DouGLAS. That is right. Th guaranty n1ight. run 

for a shorter period. It might be liquidated in 4 years or 5 ycnrs. 
Mr. 11 ERROW. If all that money i lo t, then what? 
Ambassador Do GLAS. If th money i lost the venture i unprofit­

able. That would show on the profit-ancl-lo... stat ment of the ('Olll­
pany or corporation. There is no guaranty by the United tate's 
Government that the inve tment will be mad(' good. 

Mr. MANSFIELD. Mr. An1ba saclor, thi would lw in the form of 
risk capital on the part of privatr rnt rpri e, and it would npJwnr 
to me on the basis of your c.>..·planation that if Arncrican bu. inc s do<·s 
go into any of these European countries, under the plan (' ntl 1npln t<•d 
by you, that they would in cffer.t be d ing onH'thino· which tlH' Gov­
ernment in another way n1ight hav to do, and it would appear to n1 \ 
also that this would b a VPry worth-while pr ccdur \ b<.\caus<' the 
stronger business goes in, then the great r , tability of ilH' parti ·ular 
countries concerned would be be au e bu in .. will not tnk a chan ·c 
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unless there is a reasonable assurance that they would find a profit 
attached to what they do. 

1·lr. VoRYS. ~Ir. Ambassador, as I understand your statement 
and the text of the bill, this has nothing to do with profit. If there is 
no profit in the venture there is no loss to the United States Treasury. 

~Ir. 11ANSFIELD. That is right. 
l\Ir. VoRYS. If, however, the venture is profitable in the sense that 

the American entrepreneur is paid in francs and cannot get dollars 
for his francs, that guaranty provides assistance, and we have under 
this a new form of guaranteed foreign exchange. 

As I understand it has nothing to do with the profit of the venture. 
It is merely to unfreeze foreign exchange by a new way, guaranteeing 
that you can get dollars for your francs or other form of foreign 
currency. 

Ambassador DouGLAS. Let me give you an example. I know of an 
American concern that would like to make an investment in one of 
the foreign countries. It is a company whose assets are in dollars. It 
\Vants to make an investment in dollars. It is reluctant to do so 
because it is fearful that having invested dollars abroad i't w~U not be 
able to get dollar~ back because of limitations on the convertability 
of the exchange. This device is designed to give the American in­
vestor a guaranty only as to exchange, a conversion of the foreign 
exchange into dollars, and then only if the venture abroad is a profit­
able one, and finally only up to the extent of and not beyond the 
capital invested. 

l\fr. JARMAN. If a $10,000,000 investment made $5,000,000, the 
guaranty would only apply to the $10,000,000? In other words, if 
the $10,000,000 investment to which you referred made $5,000,000 
during the time it was in operation, the guaranty will apply only to 
the $10,000,000 and not to the $5,000,000? 

A1nbassador DouGLAS. If the investment were $10,000,000 and 
over and above the repayment of the capital invested, the profit were 
$5,000,000, or a total of $15,000,000 were derived from the invest­
ment, the guaranty would apply only to the $10,000,000. 

J\fr. BLOOM. Mr. Ambassador, I have the bill before me. It is an 
obligation of this Government to guarantee 5 percent of the sum 
appropriated under this bill or under the act? It is the sum total of 
5 percent. .Now if you guarantee, and that is what it says, the 
GoYernment guarantees 5 percent of the amount of money appro­
priated, I cannot see that it is not encumbent upon the administra­
tion to hold back 5 percent for this provision of the bill. It says so, 
if you look on this page of the bill, and you will see that wording is 
vrry explicit and very clear. It is 5 percent guaranteed under the 
sum total of the appropriation. 

Ambassador DouGLAS. You are talking about what section? 
1Ir. BLOOM. Page 11. 
Ambassador DouGLAS. It is section 7 (b) (3) (ii)? 
1fr. BLooM. That is right. Now it said guaranty of 5 percent of 

the total amount appropriated. 
An1bassador DouGLAS. Yes; the language says: 

the total liabilities assumed under such guaranties shall not exceed 5 per centum 
of the total funds appropriated for the purposes of this Act. 

Mr. VoRYS. That is a ceiling, not a floor. 
l\'lr. JARMAN. It docs not say it may not be less. 

G!l082- 4H- 10 
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Mr. BLooM. If there is less invested, there ·would be a lesser amount 
of guaranty of the Gove.rnment. 

Ambassador DouGLAS. That is right. 
Mr. BLooM. It is in my mind what you ay about the 5 percent. 

Answering Mr. Vorys, I cannot see where it is not incumbent upon 
the Government to reserve 5 percent of the total amount appropriated 
so as to pay any of these things if the investment i made. 

Ambassador DouGLAS. Not until the guaranty is made. 
Mr. BLOOM. The guaranty is made under the act. 
Amba sad or DouGLAS. To. The guaranty is to an individual 

company and at the moment no one knows ·what individual corpora­
tions will eek a guaranty. Therefore, it is not nece ary to put 
aside any sum until the guaranty is made. 

Mr. BLOOM. Can you conceive of any company or any business 
firm, if they can get a guaranty of the Government to 5 percent of 
the amount of money they are going to invest, they are not going 
to take advantage of this act? 

Ambassador DouGLAS. Yes; I can. I know of one. 
Mr. BLOOM. He is not of my faith, then. 
Mr. CHIPERFIELD. Mr. Ambassador, why did they put a limitation 

of 5 percent in there? If this is a good thing, why do they not go 
beyond 5 percent? 

Ambassador DouGLAs. I cannot tell you why the limitation was 
put in, Congressman. It seems to me that it is a good thing to do. 

Mr. MuNDT. They just grabbed the 5 percent out of the air to try 
it out? .. 

Ambassador DouGLAs. That seemed to be an approximation of the 
amount. The National Advisory Council, which is located in a posi­
tion and is clothed with the authority to coordinate lending policies, 
produced that figure. 

Mr. MuNDT. There are so many possibilities in view of the current 
discussions as to who is going to administer the act because the bill 
says that whoever administers the act will determine, I presume, 
whether corporation A or corporation B is going to get a guarantee to 
produce a certain product in a certain country. Is that right? 

Ambassador DouGLAS. It will have to be approved by the local 
government, and by the administrator. 

Mr. MUNDT. By the administrator? 
Ambassador DouGLAS. By both. 
Mr. MuNDT. That to me provides one very small argument why 

we should have a bipartisan board administering the act. I can ee 
some very embarrassing situations arising. Suppose in Vienna the 
New York Times and the Chicago Tribune both get the id a they 
would like to put in a $500,000 plant to produce newspapers there. 

Mr. BLOOM. That is an atrocity. 
Mr. MuNDT. They would like to produce a paper there und r the 

terms of this guarantee. The administrator is under an embarras ing 
set of circumstances. Is he going to grant it to the Times or to the 
Tribune? I think a man might make money guessing which one 
would get the permission at the present time, but I think this should 
be a place where a board could decide. That i a pretty big r spon i­
bility in view of some of the things which have been happening in 
the commodity markets. 
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Ambassador DouGLAS. In the first instance the administrator 
would not. be in a position of approving one or the other until the local 
government had approved one or the other. 

11r. 1IuNDT. They make the first approval? 
Ambassador DouGLAS. That is right, sir. 
11r. l\luNDT. Is it probable, then, that our Government endorse 

this decision? 
Ambassador DouGLAS. Not necessarily. We might have some 

serious doubts ~bout the soundness of the proposed investment. 
11r. 11 UNDT. Did the advisory board conceive this idea, and I 

think it has son1e intriguing possibilities, but did they have in mind 
orne limited time of economic activity to which it would apply, or was 

it anything of an economic nature? 
Ambassador DouGLAs. Anytlling within the program, a petroleum 

refining plant, et cetera. 
1Ir. 11 UNDT. It would deal only with those projects? 
Ambassador DouGLAS. Those projects which are within the pro­

gram, that is right. 
11r. 1fANSFIELD. I think that the creators of this particular bill 

are to be congratulated for putting this particular item in there be-
ause while you mentioned companies which might be interested in 

investment in these European nations now being considered, never­
theless it is a fact, I believe, that at the present time certain American 
companies in both Japan, Germany, and elsewhere are not able to 
convert money which they have legitimately made from the occupa­
tion currency or the francs or whatever it might happen to be. into 
American money and consequently are suffering a financial loss. Is 
that not correct? 

Ambassador DouGLAS. Yes. That applies almost everywhere in 
the world. There would be no guarantee that would cover any 
previously made investments. 

Mr. MANSFIELD. However, you are working on the basis of experi­
ences which you have already incurred? 

Ambassador DouGLAS. Yes. 
Mr. LoDGE. In other words, it would not protect, for instance, 

publications which already have the difficulty of conversion? 
Ambassador DouGLAS. Do you mean enterprises? 
l'vlr. LoDGE. Such as the New York Herald Tribune in Paris, Time, 

or Newsweek, any of those publications which at the moment have 
difficulty in converting their local currencies into dollars. They would 
not be taken care of, only future enterprises would be taken care of. 

Ambassador DouGLAS. It is not intended that this guarantee shall 
npply to any investment of any character that has previ.ously been 
Inade. 

Mr. LoDGE. Nevertheless it will not serve as an inducement for 
them tor main. It will serve only as an inducement for new enter­
prises to be brought in. 

Ambassador DouGLAS. That is right. 
Mr. LoDGE. Let us assume that none of this $340,000,000 is obli­

gated during the first 14 months of the program. Well now, since 
this is a balance of payments proposition, does that mean that you 
mu t eith r within that final month obligate the $340,000,000 or else 
usc it for other purposes? 
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Ambassador DouGLAS. If it is not obligated it may be used for 
other purposes. 

Mr. LoDGE. What is the time limit on that? Within what time 
does it have to be obligated, or used for other purposes? 

Ambassador DouGLAS. Let me see if I can put it this way: The 16 
European countries are short of dollars. We have calculated the 
amount of dollar assistance in relation to the available supplies of com­
modities, which will be necessary to cover that balance of payments. 

~1r. LoDGE. Over a 15 months' period. 
Ambassador DouGLAS. Over a 15 months' period. Now if an 

American enterprise considers it wise to make an investment of 
$10,000,000 in one of these 16 participating countries, let us take 
France for example, and accordingly invests $10,000,000 in France, 
France has $10,000,000 which she did not formerly have. 

Mr. LoDGE. That is right. 
Ambassador DouGLAS. With that she can buy cotton, wheat or 

whatever her requirements within the limits of the $10,000,000 may 
be. 

Mr. LoDGE. That is right. I understood that. But let us assume 
that none of this $340,000,000 is so obligated when the entir 15 
months' period is over. Then the balance of payment is $340,000,000 
off, because there is not that amount with which to purchase wheat 
and so on as you just specified. What happens in connection with 
that $340,000,000? 

Ambassador DouGLAS. That does not necessarily follow, Congress­
man, because if the guarantees are not made, not extended, then 
the funds appropriated will be available to provide the samoe dollar 
assistance that an investment made under a guarantee would have 
provided. 

Mr. LoDGE. However, the $340,000,000 has to be open for guarantee 
during the entire 15 months? 

Ambassador DouGLAS. Yes; but only as long as the guarantees are 
extended. 

Mr. LoDGE. Yes; but the point I make is that after that, the 15 
months' period, if no guarantees have been made, then the $340,000,000 
will be no longer available as guarante s, but will b applicabl to th 
other provisions of the act in order to complete th balanc of pay­
ments deficit; is that correct? 

Ambassador DouGLAS. Yes; but in any 1 month or wecl or day it 
makes no difference, so far as dollars available to thP 16 participating 
countries is concerned, whether they are made available in th forrn 
of goods purchased with Am rican dollars or wheth r th y arc n1ado 
available in the form of an investment of American dollars in a foreign 
country. 

l\1r. LoDGE. I quite agree. 
Amba.ssador DouGLAS. The result is quite the sam . 
Mr. LoDGE. l\1y supposition is that th fund will not be n1ade 

available for either, since they hav to be kept open for guarantiPs 
during the entire 15 months' period a I und r tand it; th refor if 
there were no corporations interested in inv ting money, no guaran­
ties would be made availabl but the n1oney w uld n v rthele b 
held until the end of the 15 n1ontb ' period. I that not correct'? 

Ambassador DouGLAS. No, I do not thinl~ that follow , becau \the 
language say~ tot.alliabilities assum d und r u h <'ruaranti s shall not 
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e..xceed 5 percent. Now let us suppose, as you put the case in your 
h:ypothetical question, no request for guaranties is made during the 
first 14 months. The dollars appropriated under the act would be 
expended to meet the program, and whatever the balance might be 
during the fifteenth month left. in the appropriation, let us say for 
the purpose of illustrating, that it amounts to one-fifteenth of 
6,800,000,000. 
~Ir. LoDGE. That is my question, then. 
Ambassador DouGLAS. The Administrator is not required undAr 

the act to extend the guaranty. 
11r. LoDGE. How long must the Administrator do that? 
Ambassador DouGLAS. l-Ie need not keep any of it, because he is 

onl.T authorized to make the guaranties and the total amount shall 
not ex eed 5 percent. 

~Ir. LoDGE. It seems to me the whole clause is illusory. He can 
obligate the $340,000,000 in other respects and need not authorize 
any of it for this purpose. 

Ambassador DouGLAs. This is a permissive power. 
l\Ir. LoDGE. It seems to me tha1 that is not riaht. There is no 

lirnitation of time. l-Ie can do it the first day it s~ems to me under 
what you s .. icl. He can ren1ove this $340,000,000 from this particular 
lau e within the first day that the act goes into effect. 

Ambassador DouGLAS. If there are enterprises that seek guaranties 
up to the full amount of the guaranties ·which he is authorized to 
extend, he may. 

11r. LoDGE. And therefore, a corporation might come to the Ad­
ministrator 15 days after the act is into effect and he might meet 
th requirements in every other respect, and the Administrator could 
uy, "I am sorry, but this total amount has already been allocated 

and th rcfore nothing doing." 
Ambassador DouGLAS. Hypothetically, that is possible. It is not 

likely. 
!\Ir. LoDGE. Therefore, it seems to me that the clause as written is 

illusory, and to that extent has very little meaning. 
An1bassador DouGLAS. I think there is an interesting point there, 

ongre man. The first is that it is illusory because it may not be 
lred and the second is that it is illusory because it may all be used 
luring the initial period. 

1fr. LoDGE. Precisely. The r ason it is illusory is because it seems 
to n1 that there i no obliga tion on the part of the Administrator to 
' ·ithhold this 5 p rcent or any le er amount for any given periods 
within the 15 months' period for tl i particulur purpose. It is en­
t in,ly ywrn1i sive, discretionary, and therefore illusory as far as any 
obliga1 i n is concerned . 

.1 1nba ad or DouGLAS. You s e, Congressman, I would presume 
thnt. th Achnini trator would make the best business calculations that 
he could make in the light of experience as to how mueh he would be 
nllcd upon to guarantee, and he would try to p_rogram it with r a~on­

abl ord rliness throughout th period for wlnch h was authonzed 
to '.·tend guaranties. This is the typo of guaranty for which or in 
r) p t of which w<.\ hav v ry littl .·perienc . It is pr tty difficu_lt, 
nnd indeed I think it is impos. iblc, to pr cribe definite and precise 
r <rtllnti n as to how th guaranties shall be mploycd, what ~urns 
hull be t asid to cover anticipated guun nti s that may be sought. 
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Mr. LoDGE. I simply wan ed to make it clear that it is illu ory in 
that respec~ and tha.t therefore this clause is permissive rather than 
mandatory. 

Ambassador DouGLAS. It is permissive; that is right. 
Mr. MuNDT. I would like to pursue a little further the type of 

activity to which this guarantee can be applied. Did I understand 
you to say it sh~uld be applied ?nl:y to economic activitie~ involving 
the products whiCh are to be d1stnbuted under the purview of this 
act; food, fabrics, fuel, and fertilizers, et cetera? Can it be applied 
to any activity of an economic nature which the administrator feels is 
serviceable to the United States? 

Ambassador DouGLAS. It can be applied, Congressman, to those 
ventures and enterprises which have been programed and approved. 
That is within the program. Let us take an example. 

Mr. MuNDT. Let me ask you this specific question, because it 
seems to me this is a field where by all means it should be approved, 
and that is the activity mentioned down the line I believe by Mr. 
Lodge when he started in. The distribution of American news 
events by the Rome American, by the New York Herald-Tribune, 
Newsweek, Time, Life, through the showing of American moving 
pictures abroad, and the publication of American books, all of 'vhich 
are having difficulty now because they cannot translate their income 
into dollars, would it or would it not apply to those activities? 

Ambassador DouGLAS. If those activities 'vere within the program, 
it would. If not, it would not. 

Mr. MuNDT. How is a Member of Congress struggling for infor­
mation to find out whether or not they are within the program going 
to determine it if you cannot tell me? 

Ambassador DouGLAS. I doubt in the present moment the pro­
gram contemplates investments in moving-picture undertaking in 
the countries, or in the establishment of publications in these respec­
tive countries. 

Mr. BLOOM. Do~s paragraph 1 apply there? Paragraph 1 on page 
11, does that not apply? 

11r. MuNDT. I read that one. That is what gave rise to the ques­
tion. It is not clear in my mind whether it would apply or not. 

Mr. BLOOM. If the gentleman will yield, I think, Mr. Amba sador, 
the questions which have been asked you with r fer nee to thi .5 
percent and the amount of money n cessary to be h ld, I thinl- the 
bill itself would be amended so as to make it certain what is r ally 
meant by it. I think the way it i now, that Mr. Lodge i corr ct in 
his statement that $340,000,000 would have to be kept and you 
would have to keep it for a long time, whether for 14 months or 14 
years. However, the bill presented here is very broad. It In ans 
certain things and it does not mean a lot of other things. 

I think it should be amended so as to bring in all the point' that 
have been brought out. 

Mr. MUNDT. If I may continue my int rrogatory, I do want to 
find out from somebody who knows, spcal-ing for thr adn1ini trn tion 
or speaking for those who have conceived thi bill, wh thcr in your 
opinion it would apply to these information media, which I have 
recited; to press, magazines, book publisher , and motion picture 
operators, to be specific. 
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Ambassador DouGLAS. These guaranties apply to the investment 
of new capital and not to investments previously made. 

l\1r. l\1uNDT. I understand that. So a new investment is made in 
pulp paper by Tin1e magazine to print Life, Time, and Fortune in 
France, to be sold over there in France and they want it translated 
into dollars. Can they do it or can they not? 

Ambassador DouGLAS. That would depend upon whether they 
had the approval and consent of the local government in the first 
place, and as a part of the recovery program; and, secondly, it is con­
ditioned upon whether the enterprise furthers and is in accordance 
with the fundamental purposes of the act. 

l\1r. l\f UNDT. Is it your position that that great vast area of latitude 
is to be left to some administrator of the bill and not be included in 
the legislation by Congress, as Mr. Bloom has suggested? 

l\lr. JoNKMAN. Will the gentl~man yield to me for a question? 
l\lr. Ambassador, it is all covered on page 2 in the act. The 

question is whether or not we include it in those purposes. At the 
bottom of page 2 you will find the purpose of the undertaking. 

Ambassador DouGLAS. That is right. 
l\lr. l\1 UNDT. T.here is nothing there that by any stretch of the 

imagination could be specifically interpreted to exclude or include 
the question in point. 

Ambassador DouGLAS. In talking about the reconstruction and 
the recovery of a large part of the world, there are many things which 
this part of the world requires, and which contribute to its recovery 
and rehabilitation and restoration of stability within it. 

That which is related to and is within the purposes of the bill, which 
is to achieve a recovery would be subject to the approval of the local 
government and having been approved by the local government would 
then be entitled to the extension of a guaranty, should the Adminis­
trator consider that it was within the purposes of the bill. 

Mr. MuNDT. In order that we can begin to drift away from the 
sea of imponderables over to something understandable, it is not in 
the act. However, you are speaking now for the administration in 
support of the act. • 

Would it be in line with your recommendations and convictions 
that such activities as you have described would be suitable to be 
included or would you be inclined to think they would not? 

Ambassador DouGLAS. I would think I should give that more con­
sideration because to be perfectly honest with you I have not thought 
about that particular type of an enterprise. 

l\1r. MUNDT. I know exactly where I stand on it. I want to stand 
out where you fellows do. 

·Ambassador DouGLAS. Before I give you an answer I would like 
to consider it. 

Mr. MUNDT. When you do that, will you also give thought to this: 
If you conclude that that is a wise economic activity to be treated 
under the provisions of this act, might it not also be wise and helpful 
to n1ake it apply to enterprises which have already accumulated 
amounts of this unusable currency, because that would still get into 
the hands of the foreign country. The dollar exchange which they 
require would be included and it would tend to reinforce activities 
which pre ently are helping very greatly in carrying tho American 
story abroad. 
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Ambassador DouGLAS. If that were done, Congressman 11undt, 
the amount of the appropriation would have to be increased to the 
extent to which guaranties of that order were extended becau oth r­
wise no dollars would flow into the European countries on account of 
making good on such a guaranty. Is that clear? 

Mr. MuNDT. I think that is clear. 
Mr. BLOOM. That is a pretty good answer. 
Mr. MuNDT. That is all, Mr. Chairman. 
Mr. CHIPERFIELD. Would you care to proceed? 
Ambassador DouGLAS. I wonder if I might finish one other phase? 
Mr. CHIPERFIELD. Proceed. 
Ambassador DouGLAS. I was about to say that in our judgment 

the $6,800,000,000 is the minimum necessary to · achieve recov ry 
during the 15 months' period, or to carry out the purposes of the 
act within the 15 months' period, and I would like to tell the members 
of the committee why we consider or believe that to be the case: 
In the first instance, the grain available for the participating 
countries for the first year under this program is some 11 ,000,000 tons 
less than the stated requirements of these 16 participating countri s, 
and as I showed or was disclosing this morning, the program does not 
contemplate, during the period 1948 and 1949, elevating the estab­
lished standard of living to even the prewar standard of living. 

Now secondly in respect of petroleum the deficiency is 8.8 million 
metric tons. 

Mr. CHIPERFIELD. Are there available supplies up to $6,800,000,-
000? 

Ambassador DouGLAS. The commodity requirem nts have been 
reduced because the amounts were not available and the deficiency 
in the first year in respect of grain is some 11,000,000 tons; in rc p ·t 
of petroleum it is 8.8 million metric tons; in re p ct of timb r the 
deficiency is about 30 percent of the stated r quir ments. 1-Ior than 
that, these calculations were based upon a price level as of 0 tobPr. 

Since October the price level in the Unit d States has risen, as 
compared with July of last year, almost 12.5 perc nt, in other part 
of the Western Hemisphere, just under 15 percent, and throughout 
the entire Western Hemisphere to be exact 13.4 p rcent. In otlwr 
words, the price level has risen far above tb price level a of 0 ·lohcr 
which was the basis for the calculation. And that in('rcusc in prit: ~ 
level sine October has already r duced the amount of support con­
templated in the $6,800,000,000 by $400,000,000. 

Now the third reason why w believe that this i a minimum i 
because we have assumed a certain restoration of trad with Eastern 
Europe. For example, it is assumed that Poland will deliver 16,000,-
000 tons of coal to western Europ in 1948, increasing to 30,000,000 
tons in 1951. It is likely that Poland will dcliv r that tonnn.o·e. 
However, there are uncertaintie about it. For e. an1ple, I thinl- it 
was during the month of August th four northern European ·ount,rit'~ 
scheduled a m eting for the purpo e of dcvPlOI ing ttn1ong them a 
customs union. They wer imn1 \diat ly inf rnwd that should they 
proceed with their meeting and e tabli h a cu t Ins union, · al from 
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Poland would be withheld, so thai there are a number of uncertainties 
involved in the movement of commodities, essential commodities, 
from eastern Europe to western Europe, and yet the calculations are 
ba ed upon tbe delivery of those commodities. 

~Ir. BLOOM. Is that Silesian coal? 
Ambassador DouGLAs. From that field, yes. 
1\Ir. BLOOM. Is not that conditioned upon a loan? 
Ambassador DouGLAS. No, the delivery of 30,000,000 is not con­

ditioned upon a loan. 11y recollec.tion is the total amount exported 
was about 18,000,000 out of which 11,000,000 'vent to western Europe. 
That i my recollection. I will have to check my recollection as to 
those figures. 

(The statement on this matter is as follows:) 
Poli ~h coal exports to countries outside the Soviet bloc: Table 1 attached · 

indicate that Poland exported approximately 7,200,000 metric tons of hard 
coal and coke to countries other than ea tern European countries in 194 7. In 
1946 ·he exported 2,300,000 tons to the same countries indicating that in 194 7 she 
more than trebled her exports. Table 2 attached indicates Polish e.·ports to 
ea~tern European countries in 1946 and by half-year periods for 1947. The 
data in table 2 reveals that the volume of exports to eastern European countries 
remained stationary in 194 7 as compared with 1946. 

The trend in Polish coal exports to countrie outside the Soviet bloc since the 
inaug;uration of the Committee for European Economic Cooperation. The data 
in table 2 "·hich give the export for 1947 by half-year periods indicate that during 
the econd half of the year Poland exported twice as much coal to countries out­
jdc eastern Europe than she did during the first half. Table 2, on the other 
hand, indicates that Poli h coal exports to these countries rose approximately 
1,~00,000 tons during the second half of 194 7 as compared with the first half. 

For both groups of countries shown in the tables, the total volume of exports 
ro~e from approximately 12,000,000 tons in 1946 to almost 18,000,000 tons in 
1947. Total exports to both groups of countries were approximately 5,500,000 
tons greater in 1947 as compared with 1946 and the total increment inured almost 
wholly to the benefit of the western countries. 

TABLE I.-Polish hard coal and coke exports to European countries other than 
eastern Europe, 191,.6 and 191,.7 (estimated) 

[Thousands of metric tons] 

1947 
Country 1946 

First half second half I Total 

J\U tria _______________________________________________ _ 124 187 582 769 IJelgiurn ______________________________________________ _ 0 77 367 444 
Denmark _________________________________ -_----------- 731 320 690 1,010 FrBilCC ________________________________________________ _ 596 220 335 555 
Italy -------------------------------------------------- 10 206 204 410 reth rlands ______ _____________________________________ _ 4 118 185 303 

rur\VfiY------------------------------------------------ 379 190 508 698 Swrden _______________________________________________ _ 219 838 1, 387 2,225 Switzerland ___________________________________________ _ 258 248 432 680 
l'ortugal __ -------------------------------------------- 0 0 4 4 
Ic L nd ________ ---------------------------------------- 0 14 11 25 

nitcd Kingdom ______________________________________ _ 0 0 70 70 
1--------11--------1 'rota} _________ __________________________________ _ 2,321 2,418 4,775 7,193 

I Actual data available for period July-November, inclusive. Fullo-month figures based upon actual 
data for 5 months plus State Department estimate for December. December estimate calculated by pro­
jecting average for July-November and adjusting for seasonal factors. 
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TAnLE 2.-Polish hard coal and coke exports to Soviet and eastern European 
countries, 1946 and 1.947 (estimated) 

[Thousands of metric tons] 

1947 
Country 1946 

}'irst half Second half! Total 

Czecholovakia ________________________________________ _ 71 137 834 
Finland _____________________________________ - _ - _ - _ - _--- 83 148 392 
Yugoslavia ____________________________________ ---- ___ -- 102 .'iO 107 IlUJlgary ______________________________________________ _ l!iO 137 126 Itumania ______________________________________________ _ 115 16 10 

971 
.'HO 
1.17 
2fl:3 

2(j 1J. s. s. }{ _____________________________________________ _ 9,300 4, 145 4,400 8,.115 
1----1 Total ___________________________________________ _ 9,821 4,633 5,8fi9 10,.102 

1 Actual data available for period July-November, inclusi>e. Full 6-month figures ha~ed upon actual 
data for 5 months plus State Departmrnt estimate for December. December estimate calculated by pro­
jecting average for July-November and adjusting for seasonal factors. 

J\1r. JoNKMAN. Will the gentleman from New York yield? 
Mr. BLOOM. Yes. 
11r. JoNKMAN. Of course Russin. could shut off that supply? 
Ambassador DouGLAS. That is precisely the point I was mal-ing, 

thank you, sir. 
~1rs. BoLTON. Would you care to comment upon the 8.8 million 

tons of petroleum which you say is in deficiency? \Vhn.t would be re­
quired in your opinion if petroleum supplies were interfered with that 
are being counted on? 

Ambassador DouGLAS. That, of course, is another uncertainty and 
if they were interfered with, if for one reason or .another source of 
supply in the Middle East were shut off or dimini heel, then the \\hole 
petroleum program for Western Europe would have to be reviewed in 
the light of the diminishments thus created. 

Mrs. BoLTON. So the refusal of Syria to ratify the agreement for 
thB pipe line is of serious moment to the whole progrn.m? 

Ambassador DouGLAS. Yes, it is a consequence. 
Mrs. BoLTON. That is only one instance. 
Mr. MuNDT. How would that volume of petroleum be supplird, 

from the United States? It is coming from the United tate now? 
Ambassador DouGLAS. It is calculated during the 15 n1onth,' 

period about 25 percent of the petroleum and p0trolcum procln ts for 
Western Europe will come from the United State and that by 1951 
only about 5 percent. For the increase in production of prtrol um 
products it is assumed in other parts of th \vorld \vill increas' sub­
stantially, together with refining. 

Mrs. BoLTON. In other parts of tho world, largdy the N rar En t,? 
Ambassador DouGLAS. Y cs, and the Caribbean. 
Mr. 11uNDT. Docs that include petrol urn-producing cquip1ncnt or 

just products? 
Ambassador DouGLAS. ,Just the products. 
Mr. MuNDT. Has your aclvi ory conunis ion or <'eonoruic ho~nd 

determined that we hn.vc available for e.~port of petrolruin an nmmmt. 
represented by the 1.5 percent? 

A1nbn.ssador DouGLAS. Thor has been a long and roinplieatcd study 
on each one of the e major eomn1 ditie , including petro1<'um. I 
would be very gln.d to give you n. copy of thn,t. Mr. lr'rug is the 
person who has that. 
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nfr. 1IuNDT. I Ulll just trying to find that out. 
Ambassador DouGLAS. 1Ir. Krug is the person ·who could ans·wer 

your qu stion in respect of petroleum much better than, I. The 
progran1 ·which ~s no\v being discussed before the committee is based 
upon the calculation of availabilities and :1\Ir. Krug of course played 
a very, very important part in estimating available supplies. 

There are other reasons ·why \Ve believe the $6,800,000,000 is a 
lllllllmlilll. 

~Ir. LoDGE. l\1ay I interrupt you the ·.e to ask you this: With 
re pect to your third reason, aside frorn this problem in connection 
with the ilesian coal and in connection with petroleum, I assumed 
that thi rninin1um figure is based on a maximum of reciprocal self­
~lClp an1ong the 16 participating nations, and I \vould be interested 
1f you would be kind enough to dilate for a bit on the extent to which 
we n1a .. T expect. reciprocal self-help among these nations and " That 
hns already been accomplished along those lines. 

Amba sador DouGLAS. I \voulcl be very glad indeed to do so. I 
~onder whether you ·would be good nough to withhold that question 
until I have completed these considerations, and then come back? 
\Vould that be satisfactory to you? 

~[r. LoDGE. That would be quite satisfactory. 
Arnbassador DouGLAS. There are other important imponderables. 

Thi .. calculation which has been presented to the comrnittee is based 
upon a certain volume of exports. That volurne of exports from the 
participating European countries has to be achieved if the 
6. 00,000,000 is going to be adequate. It may not for a variety of 

different reasons b achieved, not because of lack of desire to achieve 
it, but because of the intervention of factors over ·which these countries 
hav no control. 

11r. CHIPERFIELD. Mr. Ambassador, if you leave that full amount 
of $6, 00,000,000 for the success of the program, then if something 
happen and you get less, then \vhat is the situation? 

An1ba sador DouGLAS. In our judgment, Congressman, it will 
impair the chances of the success of the program. However, there are 
a great many different risks as you know; Providence may be unkind. 
'r c nuty have crop failures, not only in Europe, if not in Europe, 
~omewhere else in the world. There are a whole series of risks of that 
order over which man has no control, but there are a number of risks 
on\r whi h certain men have orne control. 

\lr. 11 UNDT. 11r. Ambassador, I think we are dealing with a highly 
i1nportant point when you are talking about the reason why 

6,~. 00,000,000 hould be th minin1um amount appropriated. · That 
is what you are starting out to prove in your statement. 
Arnha~Rador DouGLAS. That is right. 
~[r. ::\I UNDT. It vvould be very helpful to the committee I am sure, 

and to the ountry if in stablishing that as the basic figure you would 
tabli h it in terms of dollars as you go along. N O\V you say vve 

n c<l $6,ROO,OOO,OOO bccau e we must have X nurnber of bushels of 
wh 'nt; .,~..r number of tons of oil, but that docs not get it bacl- in terms 
of dollars. Can you not put the dollar sign on those amounts a you 
go nlong, so we can add it and sec hovv it comes out? 

Ambassador DouGLAS. I thinl- a calculation can be n1ade of that 
ort. There arc imponderables as you recognize. On cannot say 

the e.·t.ent to '·hieh th 'xport target 1nay not be reach 'u. 
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Mr. MuNDT. There must be some kind of mathematics behind 
your arrival in your use of those factors to reaching that figure. I 
would like to kno\v what that is. 

Ambassador DouGLAS. I have given you one mathematical calcu­
lation, expressed in dollars. The rise in prices, for example, has 
already reduced the effectiveness of the aid or the support by 
$400,000,000. 

Mr. 11uND'I'. I want to see the mathematics by which you start 
from scratch and reach $Q.,800,000,000. 

Ambassador DouGLAS. "Perhaps I do not understand, I am sorry. 
Mr. MuNDT. I mean frankly if I had to go out and tell some 

South Dakota farmer tomorrow \vhy $6 ,800,000,000 is the least 
amount of money we need to get the progran1 over, I could not do 
it simply by saying "The reason we need that much money is because 
·we need 8.3 million tons of oil," and something else. I will have to 
sho·w him we need 8.3 million tons of oil which is going to cost so many 
billions of dollars, or so many million, and we need so much grain 
~hich is going to cost so n1any million, so he can add up the dollar 
s1gns. 

Ambassador DouGLAS. That is in page 115 of the publish d docu­
ment. There is a list of selected commodities expressed· in terms of 
value and of quantity upon which the d ficiency ·with the .United 
States and the Western H emisphere was calculated. That IS page 
115, 116, and 117 as I recollect. 

11r. MuNDT. Thank you. 
Ambassador DouGLAS. There is no table in regard to the item 

"Other imports." 
Mr. JARMAN. Will the gentleman yield? 
Mr. MuNDT. Yes. 
Mr. JARMAN. Mr. Ambassador, may I comment to th nator 

over there? On that proving to your people out there in dollar·, 
you could not do that because of the fluctuation, day by day. Wh at 
might be 15 cents a bushel lower tomorrow. Oil might be 15 cent a 
gallon less. So it would be very difficult on that basis. 

Mr. MUNDT. Tha is true, but if I tell them that, that is probably 
correct, they will say that $6,800,000,000 is just somebody'. wild 
guess because you have that fluctuation to cont nd with. I hav 
to have some reason to firm up that figure. 

Mr. JARMAN. That is what it cost, then. It costs that nut ·h, 
but the costs have gone up since then 

Mr. MuNDT. It would have cost about 13 p rent less than that 
last October, as I understand. 

Ambassador DouGLAS. Last July. 
Mr. BLOOM. I believe this morning you gave all of those figure . 
Ambassador DouGLAs. Yes. 
Mr. BLOOM. You were analyzing those charts. 
Ambassador DouGLAS. I tri d to. 
Mr. BLOOM. I think it is a matter of r c rd. 
Mr. MuNDT. It is a matter of record, but not clear. 
Mrs. BoLTON. I thini~ you did not he r, cnator. 
Ambassador DouGLAS. Thi ri in price which ha already 

occurred will reduce the amount of the iinports into the parti<'ipnt,ing 
European countries by $400,000.000, and th r for<' th eff<'et, of t,lw 
rise in prices will be either to reduc the total production within the 
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countri . and the an1ount available for export, on the one hand, or it 
will con1pel them further to clra'v down upon their already pretty 
well exhausted reserves. In either case, the amount of imports 
which they can continue to acquire \vill progressively diminish, thus 
affecting adver ely in turn again their production. That was clearly 
evident and it was the significance of the calculations of the Harriman 
con1rnittee. The estimate of imports upon their lovlest calculation 
F~r les' than the e-timate by the executive branch. and accordingly, 
the estimate of the exports from the participating countries was 
correspondingly less, which illustrates the significance of and the 
in1portance of imports into the countries ii they are to achieve their 
production targets, export the commodities which they can export, 
acquire the exchange the1·eby for the purpose of purchasing additional 
in1ports, and thus keeping their full economic and industrial plant 
operating at an increasing momentum. And finally there is 
another imponderable: The Sovirt through the Cominform has 
d clared its open oppoRition to this program. We have witnessed 
during the course of the last 2 months organized efforts to int rrupt 
and interfere with the production of several of these western European 
countrie . To what extent organized efforts to frustrate the recovery 
of western Europe, to interrupt, interfere with the productive effort 
will be undertaken in the future, no on can say, but it is not likely 
that we have seen the end of such endeavors . 

• Ir. J ONKMAN. You have e. rtensive knowledge of the situation. 
"oulcl you care to comment as to why Russia has not cooperated? 

ornment only if you care to. I do not want to put you in an em­
burrasing po ition. 

An1bassa lor DouGLAS. I think if the chairman would consider it 
to be appropriate at son e tin1e, it would perhaps be profitable to sug­
gc~t a vari ty of different asp cts of this problem in ex cutive session. 

1fr. Jo1TKMAN. I will withdraw the question. 
11r. CHIPERFIELD. We \Vould like to arrange that sometime, Mr. 

Arnbns ador. 
Arnba sador DouGLAS. Those are the reasons generally why we 

believe this prograrn represents a minimum which is necessary to 
achieve the purposes of the act during the 15-nlOnth period. 

ow, Mr. Chairma.n, I n1ight go on and talk about the administra­
tive provi ions of the bill. I n1ight talk about the con1mitm nts 
which the European countries made to each other. Perhaps this 
would be an appropriate time for me to refer to them, becaus Con­
gn's rn. n Lodg<' has alrea.dy put a. question . 

... lr. LonGE. l\1r. Ambassador, I understood the ecretary of State 
to ny that the entire success of the recovery, rather than the relief 
a JWCt. of this program, depended upon this reciprocal settlement, 
and that seemed to me also very important in view of this 1938 
·ompari on which always crops up. I wonder if that is what we a.re 
trying to do, if we are trying to restore things to 1938 or whether we 
nn' in tt)ad going to recognize that the world in 193 was changing, 
~md that, then'fOr<', what we must try to do is to achit'V some ort 
of <>c·onomic federation in Europ )' rather than put Hurnpty-Dumpty 
tocr 'ther again, so to sp0ak. · 

A1uba. ad or DouGLAs. 'V ell, Congrcssn1an, thes 16 participating 
countrie n1 t and they 1nade c rtain und "rinJ-ing. which are as 
important in themselves a .. any calculations which they 1night have 
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made. For if these undertakings are observed faithfully, and I see no 
reason to believe that they will not be observed faithfully, tbe Paris 
Conference may ·well be a landmark in modern history. The o 16 
countries disclosed their internal economic position to each other, the 
first time it has been done, and they undertook to do certain thino-~ 
which would alleviate their positions, progressively and mutually, 
and I would like to refer the committee if I may to those commitments. 
They are to be found on page 13-at least all except one, in the report 
of the Committee on European Economic Cooperati0n. 

The first of these was to develop production to reach the targets et, 
especially for coal and food. . 

I think it might be interesting in this connection to look at tho 
production chart, to sho·w what production was in 1938, what produe­
tion fell to, and what the goals set may be. I think it is the third 
chart. 

The black bar represents the production of all grains, meat, coal, 
finished steel, hydroelectric power, respectively, in 1938. 

The next bar represents the production in 1946. That is this bar 
here-that is 194 7. 

The next bar represents tho production in 1948. 
The last bar represents production in 1952. V\"'"ith respect to all 

grains, these countries have undertaken to increase their production 
to a level substantially above the prewar level. \Vith respect to meat, 
unfortunately it is still below, about 17~ million tons below the prewar 
level. 

However, in coal they undertake to increase their production from 
551,000,000 tons, where it stood before the war, to 5 6,000,000 ions 
roughly, by 1952. 

In finished steel, they undertake to increase the production from 
34,000,000 to 40,000,000 tons. In hydroelectric energy they under­
take to increase their production from 60,000,000,000 to 112.,000,000,-
000 kilowatt-hours. 

Those undertakings in regard to production are important and 
significant. They are necessary, because of the various advcr c 
consequences inflicted on these countries by the war, which cannot in 
a short period of tim be overcome except through incrca d production 
and an increase in the volume of exports. 

Mr. LoDGE. I think that is cxtr me1y vital, 11r. Ambassador, but 
it was not precisely what I had in mind. 

Ambassador DouGLAS. I understand you had some other things, 
but these are undertakings by themselves. 1 

Mr. LoDGE. These are individual undertakings on th part of ach 
nation? 

Ambassador DouGLAS. That is right. It is the sum total of then1. 
Mr. LoDGE. What I was interested in was th trad a poets b('­

tween the nations, and the way in which we could coordinat the 
bilateral arrangements which we make with ach individual nation 
on a collective European fed rated economic ba i . 

Ambassador DouGLAS. I understood. I was just taking tlwsP 
commitments in order. I was coming to om of the other whi h 
are of the nature you have in mind. 

The second one was to mak fullest and be t u of their cxi tin(J· 
productive capacity and of course th ir available manpow(•r. 
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The third is to n1odernize their equipment and transport. The 
fourth is to apply all necessary n1easures leading to the rapid achieve­
ment of internal financial, n1onetary and economic tability. That is 
an extraordinarily important con icleration. I think Con5ressman 
Jonknu1n n1ade son1e reference this morning, to the dilapidated 
internal fi cal affairs of some of these western European countries, 
a~ ociatecl with an unnatural exchange level. It has" had an extraor­
dinarily great depressing effect upon the production in each one of 
these countries who e financial sy ten1 is tragic. These countries 
undertak~ to put their internal monetary and fiscal houses in order, 
and e~tabli h appropriate exchange rates that may be maintained. 
That i an extraor linarily and important significant factor becau e it 
nwan ~ it ha the effect of improving the whole financial and monetary 
_r~tcnl of this area of which we are speaking . 

.. Ir. LoDGE. ~Ir. Ambassador, before yon discuss that, may I ask 
you, in talking about putting this internal house in order, what your 
attitude \\~oulcl be 'vith respect to price controls within these various 
countries, and how you believe it affects the burden on the American 
tiL·pa.Ter? Do you believe that price controls have acted to increase 
production and to rehabilitate. these countries and therefore finally 
din1inish the burden on the American taxpayer or do you believe that 
there must be a gradual relinquishment of price controls within these 
countries? 

An1ba sador DouGLAS. I think the Congressman knows my tradi­
tional vie\v on 1natters of that sort. I have not seen any rea on to 
change my fundamental belief. I suspect that there are, p rhaps, 
einergency conditions in which controls are perhaps necessary, but in 
Iny peculiar position I would like to discuss that, too, with the com­
Inittee on another occasion. 

Tow, these 16 participating countries committed thems lves to 
co perate \vith one another, and with all like-minded countries in 
all pos ible steps to reduce tho tariffs and other barriers to the expand­
ing of trade both between themselves and with the rest of the world. 

That is an undertaking to make of this area one in which com­
Inereo can n1ov much mor freely than it has moved before, in which 
the barriers, interferences with th flow of trade will be reduced. 
Jnde d it i a st pin the direction toward a goal which the Congress­
man ha in mind. 

11r. LoDGE. With respect to these bilateral agreements, not only 
between thi country and tho participating nations, but between the 
pnrticipating nations, who is to be th judge as to whether these 
ogrecment ar b ing properly liv d up to? Will that be the Adminis­
tru t r of th program? Is that to be entirely within th discretion 
of him to determine, or what degree of flexibility he believes is proper, 
what con ions hould be mad within tho spirit of these agre monts? 

Amba sador DouGLAS. Th re will be a continuing organization, 
and on of the purpos s of the continuing organization will be to 
n•Yiew th progr s made toward th satisfaction of tho pledge that 
th •s untri hav mad toward ach other. So th first step will 
lw tho judgm nt of the organization its lf. 

~Ir. LonGE. That would b th Administrator? 
Ainba ador DouGLAS. The continuing organization of the 16 

purticipating countries. 
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Mr. LoDGE. They will determine whether the agreements ar being 
lived up to. the Administrator ·will not? 

Ambassador DouGLAS. I would say that \Vould be the first step. 
These 16 countries have committed themselves to the establi hment 
of a continuing organization, consisting of representatives from each 
one, for the purpose of revie\ving the progress mad toward the 
satisfaction of the pledges given and to achieve in a cooperative 
measure the purposes in mind. This organization \vould make the 
first assessment of the extent to \Vhich the pledges had been fulfilled. 
The United States vvould have a representative to this continuing 
organization. 

Mrs. BoLTON. Are those commitments parts of the record of the 
Paris Conference? 

Ambassador DouGLAS. They are. You \vill find them all, except 
with regard to the commitment of the continuing organization, in 
paragraph 32 of the record of t.he Paris Conference. 

Paragraph 13 refers to the continuing organization. 
Mr. LoDGE. N o·w, with respect to the bilateral agreement with 

these several countries vvhich participate, who is to det rmine whether 
any individual had failed to live up . to any one of those bilateral 
agreements? 

Ambassador DouGLAS. The Adn1inistrator. 
Mr. LoDGE. The Administrator would determine that? 
Ambassador DouGLAS. Yes. 
Mr. LoDGE. If he finds there has been a substantial failure to live 

up to these agreemenLs, what can be do then, or what should be do? 
Ambassador DouGLAS. The intention is clearly expres C(l in the 

document \vhich was published. The United States re erv d the 
right to withhold in whole or in part any further a i tance or upport. 

11r. LODGE. However, be has a v vry large discretion thf\re n, to 
whether he believes that certain concessions should be made with 
respect to those pledges? 

Ambassador DouGLAS. Yes; there may be a failure due to acts of 
God, over which there is no control at all. There may be fni1ur 
because of the interventions of unfriendly fore s, over which th(' par­
ticipating countries will hav no control. One will have to a c . the 
reasons for an:y failurr. 

Mr. LoDGE. Would you f l, Mr. Amba sador, that b th with 
respect to the bilateral tr aties and with re pect to the arraugen1 'llt 
made between the participating nations, that this nation, or our 
administrator, must definitely tak th lead in attempting t achi v 
a maximum of reciprocal self-help among the e nation ? 

Ambassador DouGLAs. I think it is clear that he mu t do tlutt. 
One of the basic premises upon which this propo al wa put forward 

was that the participating countrie engage in an enterpri e of 1nutunl 
help. 

11r. LoDGE. That will in vitably involv . certain internal rpforr 
which hitherto have been regarded as strictly a nlfi t.tt'r of intPrnnl 
affairs of certain countries, uch a the oordinn,tion of ta.· sy t 'Ill, nnd 
of fiscal matters and what not whi h would Ina}~ efT 'ctiYe th' customs 
union or a sort of ccon 1nic federation within th' int 'nti n of t hi 
program. Is that not correct) ir? 

Ambassador DouGLAS. I am not at all dear that you havP not 
covered a broader field than that whi h i cov red wlthin our own 
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Federal Union. We have a variety of different tax system among 
the 4 ta tes, and yet \Ve ha re this free-trade area. 

I think I kno\v \vhat you have in mind. 
l\Ir. LoDGE. I have one specific example that perhaps will suffice. 

Let us a sume that under the Benelu..x agreement you have the 
renlo,~al of the trade barrier bet\vecn Belgium and Holland on beer. 
Ho,Ycver, Belgium retains its excise tax on beer. Naturally, people 
would purchase in Holland where there is no excise tax. Obviously 
Holland 1nust put on a comparable excise tax, or Belo-ium must remove 
her tax: in order to create a fair comp titive marke . It seems to me 
that the European nations must tend toward that. Would you agree 
with that, sir? 

Am bas ador DouGLAS. I think the larger area of free trade, the 
better it will be. The more closely integrated is the economic system, 
the better. 

J\fr. LoDGE. I am sure you feel we must do our utmost to bring that 
about. 

Amba sador DouGLAS. Yes. I believe we must be prudent and 
cautious, lest we be actually guilty of invading the· sovereignty of the 
countries. 

I am sure the Congressman knows what I have in mind. 
:\Ir. LoDGE. Yes. On the other hand, I believe that there are many 

customs and traditions which are perhaps obsolete; and if the ad van­
tag s of doing away with them were properly pointed out, very 
definite progre , might be achieved -along those lines. 

:\frs. BoLTON. \Vould the gentleman yield? 
~~Ir. LoDGE. Certainly. 
:.\1rs. BoLTON. I think it perhaps would be pertinent to remember 

orne of our own history. It took us some years to drop the barriers 
b tween the States. did it not? 

~Ir. LoDGE. Yes. That is just exactly why I make these sugges­
tions, :.\Irs. Bolton. 

mba ador DouGLAS. There are these other commitments, too, 
th y have mad to re1nove the barriers on the movement of people. 

~fr. LoDGE. It is particularly important, in view of the surplus 
population in Europe. 

Arnba ador DouGLAS. That is right. 
~Ir. LoDGE. I presun1e that although there is nothing in the bill 

about it- there will be some efforts made to solve that problem \Vhich 
i . a you yourself have pointed out, one of the basic causes of economic 
di trcs . 

m ha arlor DouGLAS. Among other things, :\Ir. Congressman, it 
i only hy achieving a more closely integrated economic system in 
w, t 'rn I~urope that they will be able to overcome some of the e.:tra­
)rdinarily heavy burdens that the war has imposed upon their backs. 

::\Ir. HIPERFIELD. Because of the fact that there are five 1nore 
mernhcrs in attendance at a conference \vith the nate, Dr. Eaton 
ug~c. t d that we recess at 4 o' ·lock. 

\Ve would like t"o have you in attendance at 10 o'cl ck to1norrow 
morning, if that is agree a b·le. 

1 n1ha sador DouaL.\S. That is agr cahlc . 
.. I r. 'HrPI<~RFIELD. W ... will adj urn at thi time and reconvene at 

10 o'do k tomorrow n1orning, in the sam roo1n. · 
(\Vh •renp n, at 4 p. 1n., th 'Olnn1ittc' a,rljourncd, to reconvene 

\V dn •sday, January 14, 194 , a·t 10 a. m.) 
GUO ·~-4 -11 
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UNITED STATES FOREIGN POliCY FOR A POST-WAR 
RECOVERY PROGRAM 

WEDNESDAY, JANUARY 14, 1948 

HousE OF REPRESENTATIVEs, 
CoMMITTEE ON FoREIGN AFFAIRs, 

_Washington, D. 0. 
The committee met at 10 a. m., in the Ways and Means Com­

mittee roon1, New House Office Building, Hon. Charles A. Eaton 
(chairman) presiding. 

Chairman EATON. The committee will be in order. 
1fr. Ambassador, will you proceed with anything you have before 

the questioning begins? 

FURTHER STATEMENT OF LEWIS W. DOUGLAS, UNITED STATES 
AMBASSADOR TO THE UNITED KINGDOM 

Ambassador DouGLAS. Mr. Chairman, yesterday Congressman 
Jonkman, I think it was, asked the extent of support that would be 
provided in the recovery of the 16 participating nations by countries 
other than the United States. Unfortunately, at the time I was not 
prepared to give him an answer to the question which was put. I can 
this morning, and in this form: The participating countries incur a 
deficit during the 15 months' period with nations other than the 
United States and other nations located in theW estern Hemisphere, in 
the amount of $811,000,000. Of the $811,000,000, you will recollect 
the United States proposed to cover $200,000,000 because the defi-
iency was incurred by the bizonal area of Germany over which we 

have jurisdiction. Acc::>rdingly, ·there is left an uncovered deficiency 
in the a1noun t of $611,000,000. That $611,000,000 will accordingly 
be 1nade up in the forn1 of credit or other support extended by conn­
triP not located in the Western Hemisphere. 
~lcmbcr of the committee will recollect that the total amount of 

support provided by the countries in the Western Hemisphere other 
tlmn the United States approximates $700,000,000, so that the total 
amount of support provided for the recovery of the participating 
eountries fron1 sources other than the United States represents ap­
pro.·imately $1,310,000,000. That of course is exclu ive of the 
South African loan to the United Kingdom to which I made reference 
Y<' ' tcrday in the amount of $320,000,000. That loan is designed to 
carry the United J{ingclom through until the period covered by the 
European recov ry program commences. 

There i a reference to the $811,000,000 deficit to which I just 
referred, incurred by the 16 participating countries with nation not 
locat ·d in the Western Hcmi phere on page 97 of the do cum nt 
entitled "Outline of European Recovery Program." 

161 
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Chairman EATON. Is this amount of outside assistance in addition 
to that proposed by the United tate ? 

Ambassador DouGLAS. Yes, sir. 
Chairman E \.TON. Are you ready for the questioning? 
Ambassador DouGLAS. vVhenever the members of the committee 

are ready. 
Chairman EATON. We will begin with 11r. Chiperfield. 
11r. CHIPERFIELD. Mr. Ambassador, in your opinion will the impact 

of this program on our domestic economy be such that it would require 
rationing and price control to be restored in this country? 

Ambassador DouGLAS. Mr. Chiperfield, in the first place the exports 
from the United States contemplated under the European recovery 
program during the 1948-49 period will be substantially less than the 
exports during the previous year. There will be, of course, com­
modities in short supply. Therefore there will be a certain amount 
of relief within the United States during the period in question, 
assuming that Providence is kind to us in the matter of climate, 
weather, and crops, as compared with the previous period. 

Mr. CHIPERFIELD. Then you are hopeful, I take it, that we would 
not have to restore price control, is that the answer? 

Ambassador DouGLAS. Not on the basis of this program, l\Ir. 
Congressman. 

Mr. CHIPERFIELD. Of course, there are other factors in the pric 
spiral besides this program. I realize that. 

Ambassador DouGLAS. All great wars have produced, in their 
wake, a period of inflation. It was true after the Napoleonic wars, 
it was true aftrr the Civil War, it was true after the First World 'Var, 
and so it is truP after World W nr II. 

Mr. CHIPERFIELD. Do you think price control is helpful to produc­
tion? That certainly is ·what we need now, is it not, to carry on a 
program like this? 

Ambassador DouGLAS. Production of course i·· the essence, really, 
of human life, and the progress and developnl<' ... lt. of human conv ni­
ences and the elevation of the standard of livin~··. I think that pric 
control can be so extensive as to have a depressing effec1 on produ ·tion, 
but agricultural products ar , of cour e, v ry high. 

Mr. CHIPERFIELD. Would you favor or propo a provi ion in t.hi 
bill which would direct the Administrator to di continu aid to any 
country, which through it own fault, refu cd to sub tn.ntially supply 
the cooperative effort agreed upon at the Pari Conf renee? 

Ambassador DouGLAS. It is stat d in the published docum nt to 
which I have previously referred, the Outline of European Rccovcrv 
Program, that the United States intends to reserve the right to with­
hold aicl-I do not recollect the exact language-either in whol 01 

in part, in the event that undertakings made by any one of the r -
spective countries are not honored. 

Mr. CHrPERFIELD. I find no uch pr vi ion in the bill, although 
som say it is implied. 

Amba ador DouGLAs. I an1 not cl ar, l'vlr. ongr s man, Uwt 
there is such an cxprcs provi ion in th act. 

Mr. CHIPERFIELD. cction 10 I thinl- rnploys it, doe it not? 
Ambassador DouGLAs. The ongr sman i corr ct, and s ction 3 

partly implies it. It reads: 
Any country wholly or partly in Europ , including its coloni sand dcp nd nci :s, 

is a participating country within the meaning of this Act, while it remains adhcren t 
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to a joint program for European recovery designed to accomplish the purpose of 
thi, Act. 

11r. CHIPERFIELD. Since you have turned to section 3, let me ask 
you this question about section 3: Under your explanation in this 
published document, you say that it permit any other country to join, 
if ~hey cooperate in this program. Is that correct? 

Ambassador DouGLAS. That is right, and become a full-fledged 
meinber of the cooperative effort. 

~Ir. CHrPERFIELD. What does the language say? "While it re­
mains an adherent.'' 

It cannot so remain something that it has not already been a part of. 
An1ba sador DouGLAS. I see the Congressman's point. It does 

not express a provision for the extension of the list of countries. How­
ever, it does not prohibit the extension of the list. 

~Ir. CHIPERFIELD. Very well, take this language in lines 3 and 4 
of this same bill, where it says, "including reduction of barriers which 
may hamper such trade." You do not have to be a free trader to be 
for the l\Iarshall plan, do you? 

Ambassador DouGLAS. I do not understand. 
~Ir. CHrPERFIELD. It is the language just above where you read. 

It is page 3, lines 3 and 4. 
Ambassador DouGLAS. You see the participating countries have 

cOinmitted themselves and made undertakings to facilitate the ex­
change of commodities internationally, and expressly to reduce the 
barriers to the flow of trade, including the reduction of tariffs and the 
elin1ination of exchange restrictions and a variety of impediments of 
that order. 

~Ir. CHIPERFIELD. If I approved this bill as written, would I be 
expressing my approval of the reciprocal trade agreements, or the 
principal of free trade? 

Ambassador DouGLAS. Definitely not, Congressman. 
~1r. CHIPERFIELD. I am glad to learn that. 
An1bassador DouGLAS. I would have no apprehensions on that 

scor , because this applies to the undertakings made by these particu­
lar countrios, and is not intended and indeed it does not expressly 
conunit the United States to any such policy. 

1fr. CHIPERFIELD. Will you furnish this committee with a break­
down as to how Great Britain spent the $3,750,000,000 loan? 

A1nbassador DouGLAS. I will furnish that information during the 
cour e of the hearings. 

l\fr. CHrPERFIELD. How much is Great Britain asking approxi­
mu tcly under the Marshall plan? 

An1bassador DouGLAS. That depends upon unforeseen things, of 
COU1'. . 

::\Ir. CHrPERFIELD. I understand . 
.. \rnba sador DouGLAS. During the 15-month period, the British defi­

·ipneywith theW estern Hemisphere approximates some $2,500,000,000. 
~lr. HIPERFIELD. If she did not receive that amount would Great 

Britain go con1muni. tic? 
Arubas._ ador DouGLAS. The population of Great Britain is a very 

tnblP body of people, of long experience and tenacious character. · 
I would doubt very much whether what we call communism would 
tuk · hold of the minds of tho e who reside in the United I\:ingdom, 

But if Great Britain do s not receive additional support, then the 
imports into Great Britain will fall, the already relatively low standard 



George C. Marshall Foundation, Lexington, Virginia

16 .. :1- FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

of living in Great Britain will fall, and a variety of other cons quences, 
Congressman, touching us in other part of the world will follow. 

Mr. CHrPERFIELD. In the purposes of this act it is stated that 
unless normal economic conditions and stable economic relations are 
restored in substance, the countries of Europe will not be able to 
maintain free institutions and national independence. 

Now, is not that "unless normal economic conditions are restored, 
these countries are going to lose their sovereignty and their freedom"? 

Do you believe that? 
Ambassador DouGLAS. I believe that, Congressman, that unles 

the western part of Europe achieves economic and political stability, 
based upon the traditional conception and application of the parlia­
mentary system and the dignity of the individual, that there will 
nece~sarily follow at a minimum a series of restriction and controls 
on the liberty of individuals both in the econon1ic field and in the 
political field, and that a fertile area will be provided for the planting 
of the seed and the taking root of ideas which are wholly hostile to 
our conception of civilized existence. 

Mr. CHIPERFIELD. l\1r. Ambassador, I mentioned to you a mom nt 
ago, about giving the personnel under this program the benefits of 
the Foreign Service Act. Will you comment on that? 

Ambassador DouGLAS. I should like to say, Congressman, that the 
administrative proposals put forward in advance, constitute "a" 
system of administration which appears to us to meet certain funda­
mental specifications. I ·would like to emphasize the word "a". 

With that as a preamble may I go on and answer your specific 
question. I confess that the language of the act can be con tru d to 
be, if not in conflict, at least not necessarily consistent with the ex­
planation in the document which I have referr d to, the Outline of 
European Recovery Program. Under the language of the act, d 'alinO' 
with the appointment of ECA personnel in overseas po ts, it i in­
tended, although the language may not be clear and precise, that the 
recruiting of the personnel normally shall be undertaken by the Ad­
Administrator, combined with such recruiting as the Secretary of 
State, may jointly undertake with the Adn1inistrator. There 1night 
be some recruiting among the career officers, for there n1ay be a f w 
members of the permanent career Foreign Service who n1e t pc ·ifica­
tions of certain of the overseas ECA per onnal. Th nppointinO' 
po,ver is vested in the Secretary of State because he is the only on . 
under existing law who can appoint to the For ign Service Rescrv , 
and it is intended that the ECA officers, other than tho in th, regular 
Foreign orvice who meet specifications, hall be cover d into th 
Foreign Service Reserve. 

The Foreign Service Reserve was establi hed by tho ongr 'SR in 
order that there might be appointed for pecific and sp ·ialiJ',Pd jobs, 
competent personnel from outside of ovenunent rvic ', nnd out id 
of the permanent Foreign ervice. There nr today appro.·imn.tcly 
200 such Foreign Service R serve officer . 

Now, as to why it is considered advisable to appoint theE A offi · r 
to the Foreign Service R rv , the adn1ini tration of the European 
recovery program abroad requires real c 1npct nee, 1nen who havP had 
experience and have been sufficiently backgrounded to qualify th 'nl 
to undertake e~traordinarily difficult ta 1~ ". 
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Now, in the Foreign Service Reserve, men enjoy a title and emolu­
ments which give them a status and a position in foreign countries---

1\fr. CBlPERFIELD. (interposing). Is it not true that personnel 
may be taken out-of the Foreign Service Reserve and put under the 
benefits of the Foreign Service? 

Ambassador DouGLAS. There seems to be a little misapprehension 
a to just ,,-hat the Foreign Service Reserve is. 

There are just a handful of inactive For ign Reserve relief officers. 
The Foreign Service Reserve \Vas established by the Congress in order 
that. the con1petent and experienced people, equipped to do specific 
jobs and undertake specific tasks, might be recruited from an area 
\Yholly outside of any reserve, \vholly outside of the Governrnent 
scrYice for relatively tcn1porary periods of time. 

1\fr. CiirPERFIELD. Thank you very much. 
A1nbas ador DouGLAS. About the Foreign Service officers, and the 

Econ01nic Coop ration Administration officers abroad, I have said 
that the appoint1nent to the Foreign Service Reserve gives such u. 
Foreign Re erve officer a status in a foreign country, and emoluments 
which could not be provided insofar as status is concerned, in any 
other way, I believe, and as to emoluments which could be provided 
only by p cific provision of the statute. 

A 1nini ter, for e.~ample-and in the major embassies, it is contem­
plated that the ECA officer would have the rank of minister-includ­
ing his pay, his allo,vance and other emoluments, receives approxi­
mately $21,000 a year-just short of $21.000 a year. 

A counselor selected from outside and brought into the Foreign 
rvice-ancl in the minor embas ies, the ECA officer would be a 

ounsclor-receives en1oluments, totaling approximately $17,000 a 
year, though he can, under the statute, be increased by another 
approximately $1,500. 

(The follo,ving letter is inserted to clarify the points raised in the 
for going:) 

DEPARTMENT OF STATE, 
Washington, February 10, 194-8. 

Mr. BoYD CRAWFORD, 
Clerk, Foreign A:ffairs Committee, House of Representatives. 

D EAR MR. CnA "'FORD: This is to clarify what might appear to be a discrepancy 
b ·twe n th testimony of Ambassador Douglas and information furnished by 
1r. Donald \Y. Smith of the Office of the Foreign Service during a telephone con­

v ·r"ation with Mr. Frank Lindsay. 
As point d out by Mr. Smith, it has been cont mplated that the chiefs of the 

pr·cial mi ·: ion · for econoin.ic cooperation would b appointed Foreign ~ ervice 
H en · , offic r:-;, or the qui valent. However, a , Ambassador Douglas te ·tified, 
it i. contcmpln.ted that in the more important countries , the chief of the special 
mi. ion would be giY n the personal rank of Minister. 

In ..: uch cases , th salary of a mini ter, $13,500, would be paid by utilizing the 
mn ·imum rate of class 1. Together with the allowances appropriate for a Minister, 
the emoluments thus could total n arly $21,000 in a major post such as London. 

With rderenc to ad her nee to various personnel standards of the Foreign Serv­
ic , uch a · age-in-grade Rtandards, it has been the intention that applicability of 
. uch ·tandards would h determined jointly by the Secretary of State and the 

dminist.ra.1or in so far as E A personnel were concerned. Adequate fl xibility 
will lw fur1 h r insnr d under proposed legislative changes giving the Administrator 
an opt ion as to w h thcr or not the Foreign S rvice sy. t m is utilized in making 
appoint.m nt.s, as is now under con. ideration. 

If t.hcrc u.re any oth r points on which you desire fnrth r clarification, please 
1 t m' !·now. 
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I am returning herewith your file on this 
attention. 

For the Secretary of State: 
Sincerely yours, 

ubject which you brought to my 

CHARLES E. BoHLEN, Counselor. 

Now I do not mean to say that there are not many Americans who 
would be willing to serve overseas at a smaller rate of compensation, 
but I do mean to say that it is difficult to obtain the sort of competence 
that is necessary, properly to administer in a businesslike fashion, and 
in a way that w·ill provide the Congress and the American people with 
an assurance that it is being properly done, unless we can offer com­
pensation which is at least partially commensurate with the signifi­
cance and importance of the task. 

Moreover, in dealing with the representatives of foreign countries, 
the title which a person has gives him a status. · 

It is for those reasons that the bill contemplates the covering into 
the Foreign Service Reserve, of those who have been recruited by 
the Administrator to perform the functions overseas, and to di charge 
the responsibilities incident to an appropriate administration of the 
program. 

Now in London, if I may give you a personal idea of what I would 
contemplate if the Congress saw fit to approve this particular provi­
sion of the legislation, I would place the EC.A .. officer who would have 
the title of minister, in charge of all the economic operations of that 
embassy, for there is no economic facet of the British economic condi­
tion which is not related to the European program of recovery. 

I w-ould be very glad to show the members of the committee the 
type of monthly report which we no\v get out on Britain, covering 
every phase of the economic life of the country, xcepting one feature 
of it, which is secret but that too is no\v a part of our monthly review 
of the British industrial, economic and financial operation. 

We do that in London, even though there is not a European recovery 
program, because it is an important and a significant bit of inforrna­
tion-a cumulation of information for us to have. Is that clear? 

Mr. CHIPERFIELD. Thank you very much, 1\fr. Ambassador. 
Chairman EATON. Mr. Ambassador, before calling on 1Ir. Riehnrd , 

I w·ould likr to have clarified two ideas advanced by lVIr. hip('rfiPld. 
He raised the question of whether price control would aff ct pro­

duction. It would seem to me when he rai d that que ti n, pri ·c 
control has as its object, if it has any, increased con urnption und if 
you have increased consumption it ·would seem you would have 
actually increased production to meet that. Is that orrect? 

Ambassador DouGLAS. Price control oft n do(' have the efl' •et of 
redistributing in ways which the n1arketplacc would not eli tribute 
the various commoclitit'S produced by any country. 

Chairman EATON. The second point was, Mr. Chip rfi •ld rai--.cd 
the question of if he had to advocat thi bill, which I c.·pc ·t h' will, 
of course, it would mean he would hav to comrnit hirn •lf in fttvor of 
free trade. Now is it the intention that arnong th 16 nation , tiH•rc 
will be established a complete fr e trad , or a partial free trad '? 

Ambassador DouGLAS. The commitment i to r due t.h bnrr·i 'I" 
to trade, to reduce tariffs, and through the financial und rtal-ings, to 
establish exchange rates ·which can be maintain d, and t.hnt nrc 
appropriate, and thus to remove the e.·chango control and also to 
remove quotas. 
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No·w one of the devices that various countries have, they believe, 
necessarily employed, to protect their position, their financial re­
~ ources, has been the imposition of quotas and exchange control. 
They are far greater, far more insuperable barriers to the flow of 
trade than tariffs, and that is one of the reasons why such emphasis 
has been placed upon the reformation of the internal fiscal affairs of 
the countries. Such reforms are desired to permit establishment and 
maintenance of exchange rates representing the relative cost-price 
conditions first; and, secondly, with achievement of that first result, 
that quotas and exchange restrictions may be removed, thus erasing 
and eradicating the two greatest of all impediments to the flow of 
comn1erce. But beyond that the 16 countries have committedthem-
elves to go further and reduce tariffs. 

Kow it is interesting that the Benelux countries have formed a 
custo1ns union which is a free-trade area and that France and Italy are 
now negotiating for the purpose of forming a customs union. 

I n1acle reference yesterday to the abortive endeavor of four other 
countries to form a customs union. 

These 16 countries have committed themselves to study a customs 
union among them all, and embracing them all. 

One of the great difficulties in establishing a customs union-! do 
not suggest that it is an insuperable difficulty--or free trade area 
muong the entire group of countries is the peculiar relationship which 
the United Kingdom has with her crown colonies and the members 
of the Con1monwealth. 

:\Ir. RicHARDS. 1Ir. Arnbassador, to go back a little bit, the Secre­
tary in hi Harvard speech proposed to the European nations that 
they get together and work out a plan to help themselves, and assured 
thcn1 if they made progress in that direction some assistance, to·ward 
the restoration of Europe could be expected from the United States. 

Tow· as a result of the Secretary of State's suggestion, an invitation 
wa c_-tended-I believe Great Britain made the first move-to the 
nation of Europe to get together as suggested by the Secretary of 

tate. 
Sixteen nations in Europe accepted that invitation. I think their 

la. t Ineeting was in Paris last summer. 
Tow a the result of that meeting, and the Secretary's proposal, 

the United States has shown its good faith- the Congress of the United 
tn.tc has shown its good faith by passing an interim-aid bill in the 

full light of what the Secretary of State had proposed. 
~Tow what I am interested in right no'v is what those nations 

havP done ince the Paris conference to help themselves. I thing 
tlw peopl of the United States are very much interested in that 
point. 

1 under tand that some of the group have taken steps to solve the 
prohlein of customs b~ rriers. So far as the Luxmnburg group is con­
l'rned I think studies had begun before the ~1arshall proposal. 
Ambassador DouGL.\.S. That is correct. 
1\lr. ICHARDS. Outside of that, I 1-novv of no steps that have been 

tnl-en to ~ lve this problem, except the studies that have been insti­
tuted by the Governments of France and Italy to solve their separate 
eu tmns problem. 

ow what has this group of 16 nations done to worK out its own 
ul ration, since thu,t time? 
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..Ambassador DouGLAS. You will recollect, Congressman, that one 
of the commitments these participating countries made to each other 
was to reform their internal financial and monetary systems and to 
establish currencies within their countries in which their citizens had 
confidence. 

That was an important commitment, for as many of the members 
of the committee realize who \vere in Europe during the summer, and 
others because of their knowledge of the effect of padded currencies 
the lack of confidence in the local currencies has been a depressant 
upon production and in addition has been one of the barriers to the 
flow of goods. It has been a depressant on production in a number of 
different ways, Mr. Congressman-and this is apropos of a question 
which Congressman Jonkman put yesterday morning in respect to 
agriculture-for in some of these European countries where there is no 
confidence in the local currency, there has been in a certain sense a 
flight from currency into goods. 

Farmers have not disgorged, as they other,vise would have dis­
gorged, the full measure of their harvests for the market. They 
nave stored a part of their harvests. 

Secondly, instead of cultivating as large an acreage as they might 
otherwise have cultivated for the purpose of growing grains, some have 
tended to shift their operations to livestock, for livestock is more 
lasting than some of the agricultural harvests. Therefore, in re p ct 
to agriculture and agricultural production, the restoration or e tab­
lishment of currencies in which there is confidence will be positively 
a spur to agricultural production as compared with the depressant on 
production arising out of the lack of confidence i:o. currency. 

Mr. RICHARDS. While you are on the matter of currency, I fully 
agree with you about that. 

It seems though that the European nations are d pending upon the 
United States to stabilize their currencies through the provi ion of 
the Marshall plan. 

Now, what I know is what they have done themselves to stabiliz . 
Ambassador DouGLAS. Perhaps I was dwelling on this point at too 

great length and if so I beg your pardon. 
There has been another depressing effect on production ari ing out 

of the effect of currencies: Workers have worked a long hour. as it 
was necessary to acquire that amount of currency which th y could 
immediately spend. 

The lack of confidence in currency was discouraging saving. Th y 
were not disposed to save that which might b com of dccrcnsing 
value in the immediate future, and accordingly some of them, in tend 
of working for production, bought leisure which they could buy 
at a very low price, on account of the tax structure in th firsL 
instance and on account of the lack of comn1odities which they could 
buy on the market in the second instance. 

Now, France, in order to cure this situation has r c ntly cnn 'l< d 
legislation which is very drastic and \vhich i ai1ned at curing the 
condition. Indeed, it "'ras a brav and forthright action on the part 
of the existing Government in France. Th )y hav tak n a very 
forward step, aimed at achieving or sati fying on of tho pledge whi h 
France, among other nations, has Inade. 

It is doubtful in my judgment, though, ongrc 1nan Richards, a 
to whether any country in Europe can fully restore con1pl to onfid 'IlC 
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in the currency unless production increases, for there is a relationship 
between the price level, the value of currency on the one hand and the 
volume of production on the other, and accordingly if there is to be a 
real and a lasting restoration of confidence in currencies, production 
in each one of these countries must rise. There must be a larger 
volume of consumer goods upon the market. There must be a greater 
production in order that there may be greater exports, and as a result 
of the greater exports, in order that there may be a greater volume 
of exchange with which the necessary imports may be purchased. 
While each of these countries inherited a pretty dilapidated estate 
from the wartime period of occupation, they have pledged themselves 
to take the necessary steps within their power to cure the condition. 
It is highly unlikely that they will be able completely to cure their 
infirmities in this respect, unless they can buy more imports. 

Have I made my point in that respect clear? Italy too has taken 
forthright steps aimed at curing her internal confused fiscal and 
monetary situation. 
1~1r. RICHARDS. Have they done anything collectively? 
Ambassador DouGLAS. Yes; they have,. Congressman. They have 

established what is called a clearing exchange. All of the 16 partic­
ipating countries are not n1embers of that exchange, but a clearing 
exchange among a large number of these countries has been estab­
lished. It went into effect during the first days of January this year. 

As to production, they are making a determined effort. In the 
case of Britain for example the present rate of production on an 
annual basis is higher than in any year since 1940, and it is con­
templated that Britain will export coal during the year 1948 in 
an amount greater than the amount which she committed herself to 
export in the Paris Conference. 

~Ir. RICHARDS. Now, Mr. Ambassador, as I understand it, some 
of the 16 nations have surpluses of certain commodities. 

Some of them of course have shortages. 
Has anything been done by the 16 nations as an entity, to pool 

the resources of these 16 nations? For instance, Italy has a surplus, 
or did have last year, of olive oil. Great Britain is beginning now to 
have a surplus of coal over and above her own needs. A few of the 
other countries have surpluses in some commodities. Now, what are 
they doing to pool their resources before they call on the United 
'tates to get in there and save the whole situation? 

Ambassador DouGr.,As. Well, Congressman, the Paris Conference 
report contemplated that the surpluses that any of the countries 
might have that ~rere needed by the other participating countries 
would flow to them. 

~'lr. RICHARDS. However, they have done nothing concrete about 
it since the Paris Conference? 

An1bassador DouGLAS. Britain has begun to export coal to the 
continent of Europe. That js a specific example of what has already 
taken place. 

11r. RICHARDS. How du they pay for that coal? Do they take 
local currency for that? 

Ambassador DouGLAS. They are making financial arrangements 
with other countries. We are not financing it and it is not contem­
plated that we finance it. 
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1Ir. RICHARDS. "What I am interested in is whether or not the e 
nations have gotten together and said to each other, "We 'vill give 
and take and help each other." The United , tates through interim 
aid, s nt this stuff in there, and to increase their incentive to work 
and also to meet their every-day needs, we agreed to accept local 
currency in payment for these relief supplies, and the fund built up 
in this way is used for further relief. Tow, if Great Britain is produc­
ing more coal than she needs and there are many nations over there 
which do not have anywhere near as much coal as they need, is Great 
Britain willing to accept payment in local currency for the coal he 
ships to them, or does she demand payment in pounds or dollar ? 
-- Ambassador DouGLAS. Of course, a multilateral trading system of 
the manner the 16 European countries are trying to re tore involves 
the exchanges of their currencies, pounds into francs, French francs 
into Belgian francs, Belgian francs into lire, so that these currencies 
circulate around and have a purchasing power which can be exercised 
through their convertibility. 

I do not know precisely what the financial arrangements are that 
Britain is making in this particular instance on the export of coal, 
but it is certain that the United tates is not paying for it. 

(Additional information on this point is as follows:) 

TERMS oN "\VHICH THE UNITED KrNGD0~1 I ExPORTI ·c CoAL 

The United Kingdom is not receiving dollar payments for coal exported to other 
participating countries. The United Kingdom i attempting to obtain e .. ntial 
food and raw material imports in exchange for it exports. Strenuou. ffort · 
are being made to reduce the trade deficit with other countries by inerea ing x­
ports of coal and other commodities. Exports are b ing directed to those c·olm­
tries \vhich will make available immediately and on reasonable terms the goocL 
need d. 

The United Kingdom is negotiating comprehen. ive trading arraug m nt . wit.h 
coal importing countries which are able to supply it ;\·ith needed commoditi '.. 
A bilateral trade agreement involving coal has already been concluded with 
Sweden. Similar agreements are being negotiated !with Denmark, the Tether­
land , and Finland. Since January 1, 1948, small hiprnents of United Kingdom 
coal haYe been ent to France and Italy. 

Mr. JoNKMAN. Mr. Amba sador, do you think that Englnnd i 
taking dollars for this coal, even though \i do not furnish them'? 

Ambassador DouGLAS. No. England n d dollar , of that th 'I'' 
is no doubt. 

Mr. JoNKMAN. Are you certain that th c xport of conl nr<· being 
paid for in loc~l currencies? 

Ambas ador DouGLAS. I am certain that they arc either being pnid 
for in the local currencies of th 16 participating c untrie' nnd not in 
dollars. It is not determined whether they will be paid for in goods ot· 
not. Barter of course restricts the thing we ur' tryino- to ac ·ompli h. 

Mr. RICHARDS. In tend of ench individual nnt.i n trying to .stahili~n 
its own CUlT ncy based on it individual <'COnoJny, would it, not l>< 
helpful for these 16 nations to proc 'r.d nlong the line. t.h<'y hn VC' • ·!i l 
they would proc eel along, nnd fi. ~ n. stnn lnr l vnlu for nil Ut , cutT<'IH'H'. 

in those 16 nation , and thu~ fncilitntc trnd nnd conHnc'r h 'LW< ·n 
th01n? 
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Now as I understand the 16 nations have taken no collective action 
along that line. 

An1bassador DouGLAS. Congressman, it is almost an impossible 
task to undertake unless there is reasonable stability in each one of 
the e countries. No one believes more than I do in a sound and valid 
internal fiscal and monetary system for any country, and no one 
belieYes more than I do in the stability of some sort of a curr:ency that 
-has elements of commonality in it, for it is a common currency that 
is one of the most useful servants of trade . 

• Tow the elements of commonality, such as they were, which 
existed before the war, and such as they were to a lesser extent during 
the period of occupation, have been completely shattered by the 
deYastation of the war, and the task of restoration is not an easy one. 

It will take courage, forthrightness on the part of governments, 
and time. It cannot be done overnight. 

~fr. RrcHARDS. I agree with you, Mr. Ambassador, about that. 
Thi currency problem, and stabilization of world currency, is one 
of the greatest problems of this age or any age, for that matter. 

If they cannot do that, and it is evident that they cannot do it 
ov rnigh t, do you think that a barter system among the 16 nation 
to handle the surpluses in one nation and the shortages in another 
would not be helpful, during this period of depression? 

Ambassador DouGLAS. Congressman, I think that clearing arrange­
ments have been established that are more effective than barter, 
becPuse barter is a purely bilateral arrangement, one country with 
another; whereas money is an instrument of exchange and it can be 
translated into a whole variety of different commodities in a variety 
of different areas. The significant thing is that notwithstanding the 
diffi ulties implicit and inherent in the restoration of fiscal stability, 
these countries have already established this clearing arrangement 
through which the currencies of one country may be cleared with 
currencies of another. 

Therefore, the steps that have been taken are not uni:tnportant. 
Indeed they are quite important. 

I would like to make one further observation and it is this: For the 
rea ons which I have indicated, if the support from the United States is 
forthc01ning, the cooperative effort of these countries to which they 
have pledged themselves can be, and I believe will be, advanced. 
Th • pledges will be met. However, unless there is a European re-
·ovPry program· of such magnitude that these countries ·will be able 
to buy th imports which they need, they will necessarily be compelled 
to i1npo c further and further restrictions upon imports, exports, the 
convertibility of exchange; further and further quotas and exchange 
rc--trietions. 

I doubt, ir- this is an honest and very considered opinion-if the 
type of conomic integration to which you refer and w·hich you would 
likP to e established can be had among these participating coun­
tril', unl th 'ir present estate is so organized that they will be enabled 
to pur 'ha e the raw materials which they need, and thus to increase 
their production for export, accordingly to buy in turn imports, and 
n a re ult to br ak through this stifling and strangling group of 
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devices which have been taking the breath of life out of the economic 
system. 

Mr. JARMAN. Going back to the increased production of coal in 
Britain, France had been importing coal from the United tates; 
had she not? 

Ambassador DouGLAS. Yes, sir. 
Mr. JARMAN. That coal that goes from Great Britain this year to 

France-it does not make any difference whether Great Britain 
collects in pounds or francs. Of course, she is not going to collect 
in dollars. Does it not relieve to that extent the need of dollars from 
the United States by France? 

Ambassador DouGLAS. It does indeed, sir. 
Mr. JARMAN. Regardless of what she collects? 
Ambassador DouGLAS. It does indeed, sir. 
The profound and far-reaching alteration in the source of supply of 

coal, purely an incident of war, has imposed upon . the .European 
countries during the year 194 7 a dollar cost approximating $700,-
000,000 which those European countries before the war did not have 
to defray. 

Mr. RrcHARDS. May I ask a question? 
Ambassador DouGLAS. According to the extent to which coal 

requirements of these countries can be met fron1 indigenous source 
of the United Kingdom or the Ruhr, to the same extent the J liar 
burden on these countries will be diminished. This program con­
templates restoration of the indigenous sources of supply of coal. 

The prewar production of coal among the participating countrie , 
as I recollect it, was 552,000,000 tons a year. By 1952 the production 
of coal will be 585,000,000 tons of coal. . 

Mr. RicHARDS. Now, Mr. Ambassador, in that connection the 
point I wanted to make is this: If Great Britain has, say, 1,000,000 
tons of surplus coal, is there any authority in th collective organizn­
tion of the 16 nations to allocate that coal to the memb r nations 
needing it most? 

As I understand it, Great Britain can send that coal to Canada. 
She can promote her own program of trade. But unle the ('Cntrnl 
agency within the 16 memb r group can comp l Great Britain to 
send that surplus to help other member of the group, I d not . <'<1 

where we are going to get anywhere. 
Ambassador DouGLAS. Well, Congressman, the ,Pr war fl w of 

British coal would be approximately as follows: Some for bunh.'rnge, 
some to Argentina, for the coal that was shipped out to th Argentine 
provided Britain with the exchange for which she bought m at and 
other agricultural products and raw materials from the Argcntin , or 
even other parts of the ·world. o a to the extent to which Britain 
resumes the exportation of her coal to the Argentine, to Lho arne extent 
her demand for dollars is diminished. 

Britain exported coal to Norway and to w d n. hip went out 
from Britain carrying coal and they brought timber and oth r e en­
tia! raw mat rials back to Britain. 

They satisfied approximately one-half of th coal requiren1ent of 
Italy. My recolle tion is thnt about on -third of tho prewar eon! 
req:uireme_nts of France wer ati fiecl directly or indirectly from 1 ho 
Un1ted K1ngdom. The N therlands was on of th countries whol:'l' 
coal demands were met by Briti h export of coni. 
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Indeed, Britain and the Ruhr ·were the tvvo great suppliers of coal 
for that continent. 

Now the exports of coal from Britain, and I understand two cargoes 
have already gone, has been destined for France. This is the way the 
allocation machinery operates, vvhere coal is now in short supply: 
There was established 3 years ago, I believe, what was known as the 
European Coal Organization, on which the United States was repre­
sented. The European Coal Organization, in the light of the amount 
of coal available for export from the Ruhr, the Saar, and from the 
United States and certain other sources, then recommended to the 
suppliers the allocation of that coal among the members of the 
Organization. 

'l'he coal in the light of the allocations when confirmed by the 
specific countries was then generally purchased through agents within 
those countries. · 

The European Coal Organization ·was superseded, I think it was in 
January of this year, by a new committee called the Coal Committee 
of the Economic Commission for Europe. 

That Commission has now taken over the functions of the European 
Coal Organization so there is allocation machinery in existence now. 
I should say that that organization is a United Nations organization 
and I should like to point out one factor in regard to one aspect of 
the Commission: although the Soviet may be represented on it, 
it does not have the power of veto. 

~Ir. RICHARDS. Now, 1t1r. Ambassador, let us take into considera­
tion another commodity-steel-which is one of the scarce commodi­
tie in Europe right now. 

Ambassador DouGLAS. I beg your pardon. The Soviet Union has 
not participated in the coal committee, but some of the satellites have. 

~lr. RicHARDS. Steel is one of the short commodities. I under­
stand Great Britain is building more shipping now than all the other 
nations of the world combined. I understand she is asking for alloca­
tion of 2,000,000 additional tons of steel. 

How would we propose through this legislation to handle a situation 
like that? 

Ambassador DouGLAS. There has been established under the 
Economic Commission for Europe a steel subcommittee which will 
·tudy ways and means of increasing steel production. 

I am not at all clear, sir, and I would not want to give a definite 
in1pre ion that that committee has authority to recommend interna­
tional allocations. I have doubts as to whether it has and I would 
not want to mislead you in any way in my answer. I doubt that it 
has all eating powers. 

1Ir. RICHARDS. No power has developed through the 16-nation 
group to handle a situation like this in Europe? 

Am bas ad or DouGLAS. Not yet. Not in respect to steel. I think 
that i a correct answer. 

l\Ir. RICHARDS. Now, Mr. Ambassador~ I am very much interested 
in this matter of stock piles. 

Ambassador DouGLAS. May I just make one further observation 
nbout the coop rative effort of the countries? 

11r. RICHARDS. Yes. 
A1nba ador DouGLAS. They are anx:ious to cooperate, but for 

r nsons which I have indicated they may find it impossible to honor 

• 
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, 
their pledges unless support for their recovery is provided. They 
have committed themselves to the establishment of a continuincr 
organization, consisting of the representatives of the participating 
countries, and the United tates ·will have a representative, if the 
Congress approves this recovery program, and this is \vhat the group 
of nations said precisely in relation to this continuing organization: 

This organization will insure to the fullest extent pos ible by joint action the 
realization of economic conditions necessary to enable the general obj ,ctive ~ to 
which each country has pledged itself to be effectively achieved. 

They have committed themselves to establish ·this organization 
when there is reasonable assurance that· the amount of support ne ·cs­
sary. to the carrying forward of the copoerative effort will be forth­
coming. 

Mr. RicHARDs.- Tha:nk you, :Yir. Ambassador. . 
Now we have two bills here before us, one of them IS the one carry­

ing the name of Dr. Eaton as its author, and the other is that of 11r. 
Herter, the chairman of the Herter committee. 

Now each bill makes reference to stocl~ piles of strategic n1aterials 
of which we are in short supply. Now if you will look on pag 1 of 
the Eaton bill, section 5, it says that the sale to us is to be fa ·ilitakd 
of the strategic materials in which we are in short supply, and tlH' 
Herter bill at the bottom_ of page 13 suggests that these stra tegie 
materials should be turned over to us in payn1ent for some of the 
materials and supplies we are going to furnish to Europe. What do 
you think about that? 

Ambassador DouGLAS. To the extent, Congressman, local curren­
cies are used for the purchase of strategic mat rials, to that san1 
extent the amount of dollars that the countries posses inp- tlw trat<'gie 
materials may earn through commercial export~ is dimini hed, and 
accordingly, to the same extent the amount of dollars which we 
would have to appropriate would be increased if th re is to be 
European recovery. 

Let me put it this way: One of thr export of the parti ·ipa ting 
countries is a strategic material to the United States and through it 
the participating country derives clolliu s. They arc included in tlwir 
estimated dollar incon1c as a result of ale to us. 

Mr. RICHARDS. Then you do not feel that there would b' any renl 
advantage in the United States requiring that urplu strah'gi · 
minerals be turned over to us in part payrncnt. 

Ambassador DouGr~As. No, sir. W c will have to 1nake up th' 
deficiency in their dollars can eel by th purchase of th' trat '<rie 
materials with local currcncv. 

1\lr. RicHARDS. The gentieinan from Connecticut would lii~e to ask 
a question. 

1\!lr. LoDGE. In view of that could thi mon y be given the par­
ticipating countries with the understanding that it will be r('pnid in 
the form of strategic materials at a sub cqucnt date? 

Ambassador DouGLAS. Perhaps it would br approprin.te for n1' to 
refer to the provisions in H. R. 4 40 that cover trategic nuttrrinls, 
and the way in which it is proposed that tho a<hnini tration of this 
bill in this regard woulcl b condu ·ted . 

The bill provides that each on of the paxti ipating countries 
possessing strategic materials shall facilitat th al to tlw United 
States of strategic materials on r asonabl t rms and in reasonable 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN" POLICY FOR A POST-"\\<~ AR RECOVERY PROGRAM 17 5 

quantities after allowance is n1ade for the country's domestic and 
con1n1ercial export requirements. 

I think the bill provides that the administrator may advance funds 
for the exploration and development of production of strategic 
n1aterials. . 
~Tow it is contemplated in the administration of the bill that in 

the event of a loan, for example, strategic materials valued as of the 
date they are imported into the United States could be applied 
toward the repayment of a loan. 

~Ioreover, it is contemplated under the administration of the bill 
that local currencies received as the counterpart of any grant that the 
United States might make, could be used for the purpose of engaging 
in exploration for and the development and increased production of 
the strategic raw material. 
~Iy recollection is that it is estimated that as a result of the opera­

tion of the provisions of the bill. and the administration of them, some 
$171,000,000 should be available. I would like to review the matter, 
and I will put a statement in the record. 

(The information is as follows:) 

STATEMENT ON STRATEGIC MATERIALS 

The primary consideration in connection with obtaining strategic materials is 
an increa e in their production, since production at current levels is generally not 
adequate to meet existing needs. It is the considered judgment of the executive 
branch that the method of obtaining strategic materials proposed in connection 
with European recovery program legislation is more likely to result in our ob­
taining a larger quantity of such materials than alternative plans which have 
been sugge ted. 

rnder the proposed legislation it is contemplated that (1) part of the funds 
appropriated may be used by the Administrator of ECA to finance development 
of increased sources of supply (sec. 8 (c), (2) technical information and assistance 
may be provided to aid in increa ing production (sec. 7 (a) (3)), (3) under the 
bilateral agreements with participating countries, local currency ·proceeds may be 
n, ed to foster exploration development for production (sec. 10 (b) (5)), and (4) 
the bilateral agreement will provide for the recipient countries' facilitating the 
. ale to us in quantities, on terms, and for time periods to be agreed, of strategic 
materials beyond their requirements for domestic use and commercial export (sec. 
10 (b) (5)). The time period may extend for a considerable number of years. 

Fnrtherrnore the lcgiBlation authorizes the Administrator under certain circum­
. tances to require the repayment of loans under the program in the form of deliv­
ery of . trategic materials. Ordinarily, however, it is contemplated that uch 
mntcrials ·will be purcha cd by us with dollars separately appropriated. It is 
believed t hat the incentive furni hed by our purchasing such materials for dollars 
will rcsnlt. in a greater production and a larger procurement hy us than would be 
the ca. e if the countries were required to furnish such materials without dollar 
pa,nnent as a condition of our assistance. Moreover this procedure will permit 
the transactions to be handled directly with private producers and distributors 
rat her than confining them to Government channels. 

For the reasons stated above the Munitions Board representative on the inter­
d partmental subcommittee which prepared the policy recommendations on 
strategic materials summarized in the Outline of the European Recovery Program 
trongly favored the proposal in the form presented to the Congress. 

Th ultimate monetary cost to us should be approximately the s~me regardless 
of whet.her we pav for such commodities in the future or whe1 her we reqnire the 
countries to furnish them to us without dollar payment. This may be explained 
a follows: 

It is contemplated, in any case, that assistance under the European-recovery 
program . honld be in the form of loans rather than grants up to the estimated 
cap<tcit.y of each participatin~ country to repay without jeopardizing the objec­
t.ivP of sustained economic stability. In calculating the capacity of a country 
to repay, its receipts from future exports of all types including strategic materials 

69082-48--12 



George C. Marshall Foundation, Lexington, Virginia

176 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

which might be sold to us, would be taken into con ideration. If we require the 
delivery of strategic materials as a con ideration for a ~rant the capacity of the 
country to repay any loans would correspondingly be dimini he d. We would to 
that extent have to reduce the amount of any loan which might otherwi e have 
been made to the country and to increase the amount of our grant. Moreover 
the grant would become a loan. 

It makes little difference to us financially therefore whether (a) we make a 
smaller percentage of our assistance in the form of loans and a larger percentage 
in form of grants, requiring repayment of part of the grant in strategic materials 
(the grant thereby becoming a loan), or (b) make a larger percentage of our 
assistance in the form of loans, getting repayment of tP.em either in dollars, part 
of which would be supplied by our purchases of strategic materials, or in the form 
of strategic materials in the first instance. 

The suggestion that grants might be repaid by deli very of strategic materials 
by any country which at any time in the future might have a dollar surplus 
contemplates the making of "Contingent loans." It involves for many year ' a 
constant scrutiny of the ability of any country to repay. It necessitates coordi­
nation with both private lenders, if any, the International Bank if it has made a 
loan. It might lead to bitter disputes between our country and others and, what 
is more important, it might not encourage to the fullest extent the exploration 
for and development of increased production of strategic material. 

In view of the great importance to the United States of increasing its supplies 
of strategic materials, the program which we believe offer the greate t prdspect 
of obtaining them in the largest quantities has been recommended by the execu­
tive branch. 

Mr. RICHARDS. The Herter bill provides that the United States 
shall receive part payment in strategic materials. 

Ambassador DouGLAS. Yes, sir. 
Mr. RICHARDS. These particular countries do not need them; they 

would not have to buy something to replace them. It would not 
follow that they would have to have money from the United States to 
buy something to replace them; therefore their economy would not 
be hurt. 

Ambassador DouGLAS. However, Congressman, the surplus over 
and above their internal requirements are included in the balan<'e of 
payments calculation and would be exported to the United tate in 
consideration for which the country would receive dollars. 

Now to the xtent to which that surplus of tratcgic material , 
over and above the internal demands of the country, are paid for in 
local currency, to the same extent their dollar 1~eccipt arc dimini. ht>d 
and to the same extent ither we would hav to appropriate an rqui­
valent of dollars or the program would be dimini hrd to that c.·tpnt. 

Now there is one other very practical con ideration, ongn'. sn1nn: 
These countries need dollars. They do not need local culT<'lH.·y. lf 
they are to receive local currencie for the strategic material in exe . 
of their domestic requirements, the spur to engage in exploration 
undertakings and operations and the production f the trategi · nt\ 
materials which we need will be withdrawn. 

11r. RICHARDS. Well, there i nothing in the bill to guarantee V<'n 
the sale of strat gic materials to us. 

Ambassador DouGLAS. It is contemplated, ngrc man, thnt in 
the bilateral contracts which the A lmini trator will nu1lr<.' with these 
.participating countries the matter of stratcaic 1naterial will be 
covered. 

Mr. RICHARDS. Do you not thinl~ that it h uld be clen.rly tipulat ed 
in th bill that we are to r ·eive the surplu 'Lratcgic 1naterial , 
if they arc available? There i nothing nailed down in here at all. 
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Section 10 (b) ( 5) of the bill reads as follows: 
facilitating the. ale to the United States for stock-piling purposes, for such period 
of time a may be agreed to, and upon reasonable terms and in reasonable quanti­
ties, of material which are required by the United States as a result of deficiencies 
or potential deficiencie in its own natural resources, and which may be available 
in such participating country after due regard for reasonable requirements for 
domestic u e and commercial export of such country; 

1fr. RICHARDS. Some of those countries have no surpluses right 
now, but they have the means for developing them through the 
n1oney we are providing here. I hope something can be worked out 
in thi field to the end that we get something we need in return for 
our aid. 

Ambassador DouGLAS. I do, too, sir. 
There are two questions here. One is our getting the stock pile of 

the strategic materials and the other is the way in which the strategic 
rna terials will be paid for. 

~1r. RICHARDS. As I understand it, your contention is that through 
this bill we should not demand the surpluses we need, other than by 
paying for them in dollars? 

Ambassador DouGLAS. That is right, as to the manner of payment. 
As to the delivery of strategic raw materials, I think the bilateral 

contract should be very precise and we should take every step that 
we can reasonably and honorably take, to require the delivery of the 
strategic raw materials to us. 

~Ir. BLOOM. Mr. Ambassador, in talking about the strategic ma­
terials and materials that are of domestic use, that are used every day 
in this country, there are two of these countries in the 16 participating 
nations that have the absolute control of the most essential thing 
we need in this country, and we are using more than 50 percent of the 
production every year and that is tin. 

In mentioning the strategic materials you did not mention tin. 
'Ye need tin in this country. There is only one other place we can 
get it if we do not get it through England and the Netherlands. 

"\Ve have to pay them the price put on tin. That we need every 
day in the world. The only thing in the world for which there is no 
substitute is tin, and yet we are at the mercy of the few countries to 
get the supply of tin that we need every day in this country, not only 
the sto k pile, but the daily use of tin. 

Do you not think, specifically in the case of tin, there should be 
some arrangement or some agreement whereby the United States 
should get the tin necessary to use, that they must use every day, and 
al o a sufficient amount for their stock pile? 

Amba ador DouGLAS. I do, sir. Tin is in world short supply. 
on cquently it is one of the few items which remains under inter­

nn ti nul allocation so that there can be an equitable distribution to 
tlw United tates as wdl as to other countries of the world. 

1fr. BLOOM. You did not mention anything about that at all. 
Amba ador DouGLAS. I w·as merely giving illustrations and my -

point did not immediately strike on tin. 
).Ir. BLooM. I agree with Mr. Richards and the other g ntleman 

who have spoken here, that we should at this time-this committee 
in 1935 went into this matter with reference to tin very thoroughly, 
a you know, and you know that during the war, if it wa not for the 
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operations \ve made with Bolivia, we \vould not be able to make a 
mower in this country. That is the control that England and the 
Netherlands have on t.in. There is no substitute for it. 

Ambassador DouGLAS. I agree with you, ~ lr. Congre. sman. The 
war in the Far East cut all th Allir . off fro .. m the high-grade tin 
deposits in l\1ahtya and the N etherlancl Indies. If I omittN] tin it 
was because I w as n1crely giving an illusti ative li t, and I should havA 
put tin at the top of it as an item in which production expansion i 
vital. 

For the record, $72,000,000 out of tl e $171,000,000 figure to which 
I referred is on account of tin, which is an indication of the importance 
that is placed upon expanding tin production. 

Mr. BLOOM. The important part of it is thi : They have the control 
of this thing. They make the price. They make the allocation of 
what we are to get, and this country today cannot transact it ordinary 
business unless we have at least 50 percent of the tin ore that is mined 
throughout the world. 

Ambassador DouGLAS. ThP International Tin Committee has been 
disbanded. The tin cartel no longer exi ts. However, I agree that 
the bilateral arrangements that are made with the countries should 
protect the interests of the United States adequately, with respect of 
tin, just as the interests of the United States should be protected in 
respect of all of the other strategic material . 

Mr. JAVITS. Is not the nubbin of this matter we are discussing n w, 
Mr. Ambassador, to be found in the inflexibility of this bill with 
regard to the needs for mutuality of consent between the participating 
government and the United States as to the use of impounded local 
currency? Is not that exactly the point that \Ve are to change if w 
are to meet the very proper views, and that you yourself agree with, 
which have been expressed here? 

Ambassador DouGLAS. I am not sure I under tand what you Incan, 
11r. Javits. 

Mr. JAVITS. It is the provision that local currency hall be spent 
only by mutual consent bet\veen the United tatcs and the participat­
ing countrie . Is it not exactly at that point that we arc to haYe 
greater freedom of action, with respect to th c ._ tr< trg:ic 1naterial '? 

Ambassador DouGLAS. I think thcr ha to be f1 .·ihility in the• 
administration of the Act, Congressman. 

The explanation of the use of ihe lo al urr ncy is includ d in the 
document that was printed by the conunittec entitled "'l'h' Outlinr 
of European Recovery Program," and as I rc ·ollect it th re arc f'iX 

purposes for \vhich the local currencies n1ay b u ed. 
11r. JAVITS. Only with thr consent of the other countries. 
Ambassador DouGLAS. That raise a question, Congre man, 

which I would like to discuss with you at great l ngth. 
11r. JAVITS. I did not 'vant to intrude on the time of my coll ngucs. 
Ambassador DouGLAS. The matter of local currency i. on of th 

most perpl xing probl ms in thr adn1inistration of thi. act. I could 
give you some figures of th magnitud of the local currencies that 
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may be accun1ulated which, if left subject to our control exclusively, 
would give us the po·wer of financial life or death ov~r these countries. 

I would appreciate the opportunity very much to go into it with 
you and get your views. 

~Ir. JAVITS. On n1y O'\Vn time. 
Ambassador DouGLAS. All right, sir. 
~ 1r. MuNDT. Mr. Ambassador, you have been talking about these 

bilateral agreements, dealing with strategic materials. We have 
some experience tables I presume now on the ease or lack of ease 
which we can mal\e bilateral agreements as a result of the passage 
of the Fulbright bill, some 16 or 18 months ago. 

Could you tell us with how many of these 16 countries you have 
been able to conclude satisfactory '\Vorking agreements on the Ful­
bright bill in the last 18 n1onths? 

\.Jnbassador DorGLAs. I would have to supply that, 11r. Congress-· 
1nan, because I do not have it. 

11r. 11 UNDT. Have you been able to do it with England in your own 
particular field of specialization? 

A1nbassador DouGLAS. I cannot answer the question . 
... Ir. MuNDT. You will provide the material? 
Ambassador DouGLAS. Yes. 
(The information referred to is as follows:) 
The Fulbright Act, passed on August 1, 1946, introduces a concept of inter­

national cultural relations without precedent. While it has similarity in principle 
with the boxer indemnity fund and the Belgian-American Foundation, the 
admini trative practices implicit jn the act fit into no familiar pattern. 

\\ hile it may appear that little progress has been made, a careful review of the 
ituation will indicate that the achievements to date have been considerable. It 
hould be pointed out that even at the time of the pa sage of the act it was not 

contemplated that actual exchanges would begin until the academic year 1948-49 
and a ~ urances can be given that such exchanges will take place before that 
deadline. 

The principal complications have arisen from the regulations issued by the 
Trea ury Department governing the use of currencies derived from surplus dis­
posal abroad with the responsibilities which they impose upon the financial 
offices of the Department for the meticulou consideration of the financial aspects 
of the program as they involve pos ible convertibilities of currencies, protection 
of 'Gnited States interests in time of wide fluctuations of exchange rates, etc. 

In spite of the intricacies involved and the great amount of time required to 
rc olvc many fine questions of international financial relations, agreements ha:ve 
lwr.n concluded with two countries for the operation of the program and their 
educational foundations have been established and initial programs are ready for 
departmental approval for getting the programs into operation. The status of 
the prorrrams in the remaining 20 countries in which program are actively being 
eonsid red at this time is as follows: The necessary implementing agreements are 
in the hauds of 9 foreign governments for discu sion looking to signature and 
may be signed at any time depending upon the speed of action in the other 
eount.ric ~ . One agreement is now in the proce s of transmittal and 5 more are 
in t h final stages of clearance and should leave the Department within the next 
2 weeks. In the case of .5 countries, agreements are ready for discus ion with 
other countries but considerations of foreign policy rPquire that signature be 
JH) tponcd. In view of the many problems involved, find the number of agencies 
of the Government concerned, the progre~s to date d > ~s not appear to be un­
suibfactory. 
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Amount in Duration of 

Status Country current program 
agreement under present 

agreement 1 

2 signed ________________ ____ ___ ____ _____ - China _____ __ ___ __ __ ___ __ _______ ___ $20, 000, 000 20 years. ]Burma _______________ _____________ 3,000, 000 Do. 
9 under discussion ____ ______ _____ __ __ ___ Italy ___ _____ __ _________ ___________ 5,000, 000 5 years. France __ ____ __ __ ____ __ __________ __ 8, 000, 000 20 years. ]Belgium _____ _______ ___ _______ ___ _ 3.000, 000 Do. 

Egypt __ __ __ - -- - - ------ --- ------- -- 1, 500,000 5 years. Iran ___ ___ ___ ___________ ______ _____ 200,000 1 year. New Zealand ______ ____ ______ __ ____ 2,300,000 20 years. Austria ______ ____ ___ ___ ___________ 250,000 1 year. Philippines __ ________ ______ ___ ___ ! 2,000,000 20 years. 
1'urkeY-- --- --- --- -- -- --- ---- - ---- 500.000 2 years. 

1 in transmittaL ___________________ _____ Czpchoslovakia -- ----------------- 2,000,000 5 years. 
5 in clearance __________ ____ ____ ______ ___ United Kingdom ___ ___ ___ ____ _____ 5,000, 000 Do. France _____ __________________ ____ _ 1,000,000 1 year. 

Nether lands _______ ___ ___ __________ 5, 000,000 5 years. 
Australia __ _____________ _______ ____ 5,000, 000 20 years. Norway _______ _________ ____ __ __ __ _ 1,260,000 5 years. 

5 held for political reasons ______________ _ Hungary __ ____ __ _______ ____ ------ _ 5,000,000 20 years. Poland __ _____ ___ __ ____ __ ________ __ 8,000,000 Do. Siam ________ __ _______ _____________ 4,000,000 Do. 
Nether lands Indies ___ ________ ____ _ 7,000,000 10 years. 

• 
Finland _______ _________ ______ ___ __ 1, 250,000 5 years . 

1 In most cases the 5-year programs are subject to renewal up to a limit of $20,000,000. 

1v1r. VoRYS. Mr. Ambassador, the figures that have been presented 
refer to a return to the year 1938 as a basis for European recovery. 
Is that not an approximate date used? 

Ambassador DouGLAS. That is right. However, I do not think it 
is fair to say they are compared with 1938. Production figures were 
compared w~th 1938. The standard-of-=living figures, expressed in 
caloric value of diets, were related to 1938, and a vari ty of things of 
that order, but the calculation of the amount required is not related 
to 1938. 

Mr. VoRYS. That is the point I wanted to bring out. This draft 
bill before us, in a sort of general statement at the beginning mentions 
a return to economic normalcy in Europe. 

Now, I note in the CEEC report the following reference to the 1938 
status of the 16 countries. . 

Their income from foreign investments and other invisible exports was suffi­
cient to purchase nearly one-quarter of their import from the re t of the world. 

That is on page 4. . 
If Europe before the war got a fourth of their import fr m inve t­

ments and invisibles, I just do not see any chanc of our fa ·ilitating 
their return to that sort of a situation. 

Ambassador DouGLAS. It is not contemplated th United tat s 
will make up the foreign investments, Congressman, but it is cont('Ul­
plated in this program that the production of these European c un­
tri s shall be so increased that the lo ses of their inv tment incon1 
can in part be made up. 

Mr. VoRYS. Who is supposed to buy that production? If they 
need dollars arc we supposed to buy thi in rca. Nl produd i n '? I do 
not think we can. I do not think we ran ab orb th \gigantic increase. 
in production that arc contemplated by a number f the c countries. 

Ambassador DouGLAS. It i not nee ~try that W<\ ab orb th In, 
Congressman. What i nccc ary i thaL ultinuttely as we L<•rn 
Europe recovers, currencic ·will bcco1nc onvcrtiblc, and that th •r -
fore countries other than the United tatcs will ab rb n, part of the 
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increased production. It is, of course, contemplated that we will 
absorb some of it but not all of it by any manner of means. 

1·1r. VoRYS. It seems to me that the CEEC report and the admin­
istration bill contemplate in general a restoration of normal economic 
conditions in Europe, as in 1938, that those are the conditions that 
led to war, and those are the conditions that can never be restored, 
and I do not see very much vision any place around in attempting to 
create some new way for these Europeans to live. I do not think they 
all can live as they once did. I think many of them are going to have 
to mov-e away. However, throughout this thing it seems to me, they 
have been talking about dollar shortages; they are talking about 
restoration of that 25 percent, a quarter, of the imports that they 
u ed to get through invisible means. I do not see how it is going to 
''Tork out based on the information placed before us so far. 

Do you think it is going to work out otherwise than by our simply 
buying their stuff and continuing to pltmp dollars into there, one or 
the other? 

Ambassador DouGLAS. I think it can be worked out, Congressman. 
As I have said to the committee on a previous occasion, I think there 
are risks in this program, and I would be the last one to make the 
statement that this program will certainly and without question 
achieve the purposes for which it was designed. However, I think, 
Congressman, in measuring the risks that are implicit in this under­
taking, we have to measure the risks that are certain if we do not 
undertake it. 

~1r. VoRYS. By the way, at this point-if somebody else has asked 
this question skip it-I hope that you will have prepared and bring 
up to us here a dollars and cents sort of budget estimate on what a 
policy of withdrawal would cost. 

You have discussed it, General Marshall has discussed it, I myself 
haYe discussed it in public speeches and otherwise, the possible cost 
of withdrawal. I have made some rough estimates in my own 
mind, but it seems to me that it might be quite possible to make a 
fairly reliable estimate of what the policy of doing nothing might add 
up to in n1ilitary expense and otherwise. 

An1bassador DouGLAS. I would be very glad to discuss that with 
you and see what can be done in accordance with your request. Would 
that be satisfactory? 

l\Ir. VoRYS. Yes. Now to come back to this matter of 25 percent 
invisiblcs for Europe. What that means is this: That the European 
economy became older, as they exhausted their natural resources, 
through investment all over the world, they had arrangements that 
cnablrd them to secure an excess of imports over exports that worked 
rn,thcr well until the war. That is right, is it not? 

Ambassador DouGLAS. Except it was not the product of their 
brcoming older that furnished invisible incomes. 

~1r. VoRYS. In any case, the proposal now is that the United 
States tal~e up the torch of civilization and assume a position of 
world leadership and stewardship and that we furnish all this stuff 
to the needy world in the time of its need. 

\Vhcncvcr we talk about making it in the form of investments 
rather than gifts, we are reminded of the temporary shortage of 
dollars and are urged not to make it in the form of loans, so that we 
will have some invisible returns come in. 
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I wonder why, as we exhaust our resources through this crucial 
period to meet the needs of Europe and of the world, we should not 
do what Europe did in arranging for some invisible assets to bring in 
some imports? 

Ambassador DouGLAS. Congressman, to compare the existing situa­
tion with that long period that started somewhere in the middle of 
the eighteenth century and earlier, and that extended up to 1914, 
and to a lesser degree during the twenties and the thirties is, I think, 
incorrert. . 

The foreign investments made by the European countries were not 
n1ade in an environment such as the enviro!llllent \vhich novv- prevail . 
They were not made by governments on tl1e whole. They were made 
by private investors wbo provided the capital for the development of 
our railroads. It was private investors that provided the capital for 
the development of many of our industries. That wa the type of pri­
vate transaction that occurred all over the \Vorld: the accumulated 
savings of the foreigners in many of these respective countries went 
out to seek o,~ erseas investment in an environment in whith there 
was little doubt about the future; the foundRtion of oei('ty hud 
not been undermined; confidence as to the organization an(l per­
manence of society prevailed and accordingly private inve tors ought 
a profitable employment of their accumulated avings in the far cor­
ners of the \Vorld. 

That environment now does not exist. Private investors in the 
United States are not disposed in this sort of an environment to invc t 
funds OYerseas, until economic and political stubility b egin to reappPur 
in a form which will justify the taking of the risk. That is the fir t 
part. 

Mr. VoRYS. I would like to comment on that, if I may, thou6h I 
also want your full answer: Would it not be a good id a if \V ·ould 
arrange our long-time policy so that a some' hat silnilar pattern would 
be followed, that instead of having forced invest.ment by Goverrnnent 
action of private citizens' money, \Ve would attempt to tin1ulat 
private investn1ent over the \vorlcl? 

Ambassador DouGLAS. Congressman, that is one of the purpose 
of this act. It is implicit in it. The fundan1cntal purpo c of thi-­
act is to encourage the restoration of tability in th ir part of the 
world, so that private investment may thereafter lcgitimat 'ly nnJ 
properly and prudently play its part. 

l\fr. YoRYS. Is this not 1 pposcd to be a long-tcnn policy w, nn' 
discussing now? I thought perhaps after many, possibly Ile e n ry, 
emergency stopgap actions her and there, that we were attcn1pting 
now to settle upon a long-term policy for the United tate . Arn l 
wrong about that? 

Ambassador DouGLAS. You are quite right, ir. Thi hill i 
designed to provide a coordinated program, n t for relief but for t h ' 
recovery, and the resurgence of stability in this ri i ally in1porUlll t 
part of the world. It is because of that, that the authorization 
sought is for a period of four and a quarter y ars. 

1tfr. VoRYS. Y s, but in terms of the policy, wholly with ut i·egurd 
to specific authorizations of money, we ought to b thinl·ing about n 
policy that runs longer than 4 year , hould we not? 

Ambassador DouGL/tS. Of coni'. we ar , on~:ressrnnn. The 
fundamental purpose of thi a t i to achiev r c very nnd stability 
in western Europe. 
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~Jr. VoRYS. Then \vhat? 
Ambas ador DouGLAS. Once recovery and stability in ·western 

Ew·ope are achieved, there is no further need for American public 
support for the participating countries, and private investment 
1nay then play its part. The assets that are hidden in western 
Eui·ope will begin to emerge during the period, and government will 
be withclra\vn from this type of operation. That is the fundamental 
poli y. That is the fundamental purpose and objective. 

~1r. VoRYS. After that period, then will come the time when we 
will need a Government policy of such a character that private 
investn1ent will be encouraged and protected. Is that not true? 

An1bassaclor DouGLAS. I am not certain what you mean, Congress­
Ulan. The creation of an environment in which private investment 
play its part, yes, and the establishment of peace. Private invest­
ment plays it part in a peaceful atmosphere. 

~1r. VoRYS. The mistake we made during and after the last war, 
Inany people think, was not requiring commitments fron1 other 
nations when we were needed. It seems to me most important that· 
we do not make that mistake again, and that we do not get up a 
policy of throwing in aid in war and in the sort of peace that we have 
no·w, if it can be called peace, without any commitments from our 
beneficiaries, as to what is going to happen when we are no longer 
needed but when we may need strategic materials and other things. 

It seems to me what I thought was a long discussion of policies, 
which would go beyond the 4- or 5-year period of dislocation but into 
the future, is being too much confined to just what we are to do during 
this period of need, and not what the rest of the world is to do when 
the immediate period is over and when we may want something, 
strategic materials, for instance. 

I cannot see why, on strategic materials, we should not make a 
provi ion which might, as Mr. Jarman said, make our present procedure 
a loan, but a very limited type of loan. Those countries should agree 
that they \Vill pay us back in strategic materials some day, if, as, and 
when new sources of strategic materials are opened up, in return for 
what we are doing for them now. 

I cannot see what is wrong with that. That is the particular item 
of eli cu sion this morning that makes me think \Ve are not looking 
ahead far enough. 

Ambassador DouGLAS. Congressman, these contracts and obliga­
tion .. may run for a long period of time. 

I refer you to section 10 (b) ( 5) which reads in respect to strategic 
raw Inaterials for stock-piling purposes: 
for ~nch period of time as may be agreed to. 

Tow those contracts may run for a period of 10, 15, or 20 years. 
1hairrnan EATON. Will the gentleman yield? 

~lr. VoRYS. I yield. 
hairn1an EATON. I have had a very interesting suggestion here 

sent up to me, that we buy all the strategic materials that we wish 
to tock pil , pay for it in money and subtract that an1ount fron1 these 
proposals that we now are considering. How would that strik you? 

1fr. VoRYS. vVe have just been told that part of tha,t is already 
budgeted and in response to the suggestion that we go ahead ancl 
agr 'C to buy on1e more, or that they agre to ell som' in the futuro 



George C. Marshall Foundation, Lexington, Virginia

184 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

for the stuff they get, we are told that n1ust not be done, as I under­
stand it. 

Ambassador DouGLAS. I do not say that cannot be done, Congre -
man; I an1 prepared to say, however, that during the period which 
we are no'v considering, to any extent to which the devi e of r quiring 
payment to the participating countries in local currency is followed, 
to the same extent during the period which we are eli cu ing their 
dollar deficiency will be increased. The results will be that either 
the program will be correspondingly decreased and recovery be corre­
spondingly postponed, the chances of acilleving our obje tives im­
paired, or, alternatively, an equivalent increase will b neces ary in 
the amount of dollars appropriated. 

Mr. LoDGE. Mr. An1bassador, I do not quite see how the d fi ·icney 
of dollars would be augmented by agreements providing for the turn­
ing over of raw materials which we need or strategic n1aterial , upon 
the termination of this program. It seems to me that the dollar 
deficit would be handled exactly the same way, and I will take an 
example. Let us assume that we need coal. Well, I believe you said 
that the British have 200 or 300 years r erve. They could not 
possibly mine all that at once and use it, but in the cour e of time 
they can, and that would apply to other mat rials which are strategi . 
At the time that they would turn over the e strategic material , the 
crisis would on my assumption have lapsed and they would b no 
longer in need of the dollars which we are providing under this 
program. 

Ambassador DouGLAS. May I make this observation: Congre s­
man Vorys has very properly referred to one of the very great change. 
that has occurred as a result of the war, in the position of th par­
ticipating countries. He has referred to th stat m nt mad' in the 
Paris report that the situation was that in th pr war period 25 
percent of the imports of these countries were acquired as a result of 
the income from foreign investments. 

He has pointed out that the income derived from that ource is 
now very substantially diminished. What was formerly a w·plus 
is now a deficiency, and the implication of his observation \va that 
that change in position of these countries has impo eel an obstn ·l in 
the way of the achievement of prewar recovery and stability. 

As I understand it, that was the eff ct of the observation he n1nde. 
He can see that is one of the difficulties. 
At the same time, aft r having made the ob ervation that that 

great change is a difficulty, it is sugge ted that the difficulty bo 
aggravated by requiring these countries which \Vould ot.h 'rwi e d 'rive 
dollars from th ir export of strategic material , to deliv 'r th rn to u 
without rec iving an equivalent amount of dollar . 

Mt. LoDGE. They would not otherwi derive dollars frorn thCin 
unless they sold them to us. 

Ambassador DouGLAS. You arc ugg ting that th diffi ·nlt.y he 
aggravated by requiring th m to deliver the strntegic nutt 'rinls to 
us for nothing, or in con ickration for th ir loettl currency counit'rpart. 

Mr. LoDGE. It would not be for nothing, it would be to in TL'U o 
the perc ntnge of this surn to be loaned only n a long-t rn1 proposition 
and at a time when th r would no long •r b a dollar dcfl ·it in th' 
country. 
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Ambassador DouGLAS. If it is possible to achieve recovery, accord­
ing to the observation of ~Ir. Vorys, then the difficulty is aggravated 
by requiring them to deliver for nothing, or for a local currency, 
strategic materials during the period in question or later on. 

The sole question here, and this is a question about which I cannot 
have a fixed opinion, and about which I doubt anybody can have a 
fixed opinion, is the ability of the foreign country, without incurring 
continuous deficiencies in their balance of payments with all things 
that follow from it, to deliver their resources to us for nothing, or for 
local currency. That is something that has to be reviewed in the light 
of their then capacity and ability to pay. 

1 Tow as to the extension of loans for the development of strategic 
raw Inaterials, it is contemplated in one of the bills which you are 
considering, that the Administrator may make available funds for the 
purpose of exploring for and increasing the production of strategic 
raw materials. 

It is contemplated that those loans for purposes of that character 
or for son1e other purpose may be repaid during the life of the loan for 
whatever period it may run, in terms of, or by the delivery to the 
United States of strategic raw materials, valued, perhaps at the time 
of delivery, according to the prevailing market price of the materials 
delivered. Does that answer your question? 

~Ir. VoRYS. Of course, there are gambles involved in this whole 
program. Would anything give more evidence of the confidence of 
t.he United States in the future of these 16 nations than for us to lend 
then1 money to be repaid in convenient ways a long time in the future; 
loans which would obviously be no good unless those countries had a 
long and prosperous future. 

AmbassadoF DouGLAS. Well, Congressman Vorys, it is an inescap­
able part of the capacity of the exchange mechanism and of the coun­
tric. to get dollars with which to repay. 

Kow they may be going concerns internally, but unless they can 
transfer their local currency or their exports into dollars, they cannot 
repay. 

J\lr. VoRYS. That is not the kind of loans we have been discussing 
at such great length this morning. We have been talking about a pos­
sible loan-I think Mr. Jarman made the point that you might call it a 
lonn. vV e are talking about a possible loan of dollars, repayable not 
in dollars but in say a certain percenta.ge of production of lead or in 
tin 15 years from now. 

An1ba ador DouGLAS. That is contemplated under the act. 
1\lr. JuDD. Will the gentleman yield? 
11r. VoRYS. I yield. 
A1nbas ador DouGLAS. I think it is explained on page 49 of the 

document submitted. 
1Ir. JuDD. Following up the question of the gentleman from Ohio 

a to what would be the psychological effect on these countries of 
our saying "W c e.rpect you to be able to pay a portion of these grants 
or loans over a period of years by the transfer to us of certain strategic 
materials for stock piling." 

1 agrrc with the gentleman from Ohio it would have a favorable 
fl'ect. On the other hand, coming back to tho section you rrad, page 

1 , srction 10, what could have a more adverso eiTect psychologically 
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than the first words of that subsection w·hich indicate that we never 
expect them to be able to get back to the point \\There they can repay 
in critical materials of which \Ve hope they will have surpluses? 
We say that they must enter into agreement that hereafter they will 
sell "to the United States for stock-piling purposes for such period of 
time as may be agreed to and upon reasonable tern1s" and o on. 

We say to them, "You do not have th privilege of being so mean 
as to refuse to sell us some, but instead give it to our enemies. How­
ever, we do not expect you to get in such shape that you can r pay, 
not in dollars, but in materials." 

Ambassador DouGLAS. Let me repeat, it is contemplated that loan 
made may be repaid by delivery to the United ~ 'tates of strategic raw 
materials, the value of \vhich ·will be calculated at the current prevail­
ing market prices. 

Mr. JuDD. This does not speak about repaying, it says "facilitating 
the sale to the United States." 

Ambassador DouGLAS. That is one of the things, Congrc srnan. 
Certainly during the period they are hort of dollar , that hould he 
appropriate. Certainly, w want to facilitat the ale to u of tratcgic 
raw materials, but it is also contemplated that so1ne at lea t f the 
loans may be repaid by delivering to the United 'tates trategi raw 
materials, valued as of the current market prices prevailing at a certain 
time. 

Mr. JoNKMAN. l\fr. Chairman, will the gentleman yield to Inc? 
Chairman EATON. I wonder if it would be possible to recess until 
2 o'clock at this point? 

Mr. J ONKMAN. Is not our difficulty here that we do not di tingui h 
between the times we are talking about grant and the tim s we ar 
talking about loans? 

Now only 20 to 40 p rcent of this propos d amount is going to 
be loans. The rest is going to be grant . 

Now as I understand your line of reasoning you say, if you arr o·ojng 
to ask then1 to give us in return for credit, ... tock-piling goods, thrre 
will be taken away the dollars they e.-pe ted to get for· it that thPy 
have already figured on? 

Ambassador DouGLAS. That will, ir. 
1Ir. JoNKMAN. If they have $200,000 000 worth of oil in tlu·ir 

exports counted at the present tim and Wl' sny "\\\• wnnt. you to 
give us that for stocl~ piling," th y arc going to hn,ve I . dollnrs, tU' 
they not? 

An1bassador DouGLAS. Let Inc put it thi \Vn,y, Congn• sn1an: LPt 
us suppose w extend to a ·ountry a loan--

l\1r. JoNKMAN (interpo ing). I an1 tnJl-ing about grant now. 
loan has to be repaid. The very fact that y u talk about th po ... i­
bility of a loan being repaid show it i a bad loan. 

Ambassador DouGLAS. I thought you wrr talking about. n, lonn. 
I beg your pardon. 

l\1r. JoNKMAN. I ' ra tall·ing about grant.. 
Ambassador DouGLAS. W uld you Inincl, ngr' sn1an, repPnting 

what you have just said? . 
11r. JoNKMAN. If in tcatl of giving tht'Il1 a grant we . ay, "" Pll, 

now, we do not like to give it nll away. 'Vhy do you not gin' us 
back some strategic material '? l ... ou do n t. need them, and we will 
apply them on account." 
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That I think if I folio",~ your reasoning is taking away the dollars 
that you have ah·eady figured on in basing your dollar needs? 

Ambassador DouGLAS. That is right, Congressman. 
l\1r. J ONKMAN. Then what is there to prevent us from saying that 

even on these grants, after this 5-year program is completed that we 
expect them to repay some of these grants? Let us say Britain will 
have $2,000,000,000, and I think it is going to be mostly grants. Let 
us request them to give us a certain amount of oil, say 5,000,000 
barrels at $5 a barrel. I am not talking about loans, I am talking 
about grants. 

Alnbassador DouGLAS. It w<>uld depend entirely, Congressman, 
upon the capacity of Britain to make up the dollars which she would 
thereby lose. 

1\fr. JoNKMAN. That is not going to be now, but 5 years later. 
Ambassador DouGLAS. Let us suppose they have recovered 5 

years from now, Congressman, and let us assume that they are in 
balance. Then let us suppose that they deliver to us, 5,000,000 
barrels of oil at $5 a barrel, they will be thrown out of balance again, 
or maybe. 

l\•fr. JoNKMAN. At that time? 
Ambassador DouGLAS. At that time. That is why I said, Con­

gressman, at the present moment I do not believe anybody can fore­
cast the ability of any country 5 years from now, to undertake to do 
certain things of the order you suggest. 

1\·fr. JoNKMAN. Then we come back to Mr. Vorys' statement, that 
a quid pro quo for the United States, whether tangible or intangible, 
always lies in futurity. 

Ambassador DouGLAS. If they could afford to pay it ·we ·would 
expect something of that sort. How ver, would it not be rather incon­
si tent for us to engage in this undrrtaking, aimed at the restoration of 
recovery and stability in ·western Europe during the period in question, 
and then to require these European countries, or to exact from them, 
conditions which will undnrn1ine the stability and recovery ·which 
thev have achieved? 

:\'lr. JoNKMAN. I\fy understanding of the situation is that in that 
very taternent you are begging the whole question. 

Th plan, as you said a n1oment ago, to tu.rn from relief to recon­
struction but nevertheless to plan there to help them help themselves 

Now, under the new plan we are just getting in worst. For in­
stnnc , under the residual aid bill we had six recipients. Under the 
interim aid bill we had three. Now we have 16. It is "Come one, 
com all." It is a fr e program. That is all. 

~hairman EA'rON. Mr. Ambassador, would you be ·willing to 
rcce now? 

A1nbn sador DouaLA .. If I may, I should like to pres nt to the 
conunitt th country studirs to which reference has been made and 
which th committee has r quested, and I should like to make it very 
·lrnr .~actly what these country studies arc, but perhaps it vould be 
bet tcr if I did that aft r lunch. 

~hnirman EA'l'ON. The member of the committee that have not 
aln,ndy r cessed will now recess until 2 o' clocl~. 

(\Vlwr 'upon, at 12::30 p. n1., the con1mittc rcccs cd to reconvene at 
2 p. rn. the sam day.) ' 
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AFTERNOON SESSION 

(The committee reconvened at 2 p.m.) 
The CHAIRMAN. The committee will be jn order, and we will resume 

with our witness, the Honorable Lewis W. Douglas, Ambassador to 
Great Britain. 

STATEMENT OF HON. LEWIS W. DOUGLAS-Resumed 

The CHAIRMAN. Mr. Jarman. 
Ambassador DouGLAS. Mr. Chairman, before questions are put 

to me, may I say that the country studies which we had promised 
to be submitted to the committee were submitted this morning. 
May I make just a short explanation for the benefit of the committee 
of what these country studies are? 

The CHAIRMAN. Yes. 
Ambassador DouGLAS. And how they were made and the purpose 

of the studies. 
The CHAIRMAN. Yes. 
Ambassador DouGLAS. The accompanying set of country stuclies 

has been prepared by the executive branch for use in connection with 
the consideration of the European recovery program. These studies 
deal in the first instance with the economic and political backgrounds 
of the 16 countries represented at the Paris Confer nee, as well as 
western Germany. 

In so broad a field, it was necessary to pick out the aspects which 
seemed most relevant to the subject at hand. The studies are not, 
and could not be, within the necessary limitations of space, compre­
hensive, but it is believed that they will be useful in presenting perti­
nent background data. 

The background statements are accompanied by separat analy ' 
of the part to be played by each country in the recovery program. 
Since increased production is the keystone to European ccon01nic 
recovery, particular attention is given in the tudie to the production 
programs contained in the report of the Committee on European 
Economic Cooperation. These programs have been analyzed and 
evaluated by technical United States working group after r<'Pr<.'SPnta­
tives of the CEEC who came to Washington had giv<'n furUH'r '.·pin­
nation of the Paris report. 

With respect to the component of such tradr, the United State 
technicians treated exports and imports in two broad catPgoriP . 
The first category includes a list of selected item which, with cPrtain 
minor exceptions: were those intensi\1 ely studied by thr CEE t ehni­
cal committees. This category also includes certain other major 
commodities exported frorn the United tates in which supply prob­
lems arc likely to arise. 

The second category includes all other irnport and P. ·p rL. 
The estimates in the first category for ra h country arc n1 rc 

accurate as to each cornn1oclity than the e ti1nate in the '·o1Hl 
category. Special United State co1nn1odity cotnn1itt0<.' were P tub­
lished to study production, itnport and export potrntialitic. of it<,ms 
on the select d list. 1Ioreover, thP r itPin include tho e in whi<'h, 
by and large, there has been wide . ·perience in planning in t<'rnat.ionu.l 
allocations and supply. 
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On the basis of the analyses mentioned above, estimates of the 
balance of payments positions of the respective countries were pre­
pared. The balance of payments estimates as well as estimates of 
production, exports and imports must be understood to be illustra­
tions of what may reasonably be expected. 

In setting forth estimates of imports there is no intention to suggest 
specific country allocations or commitments of any kind. Actual 
commitments will be made in the future by the Administrator-or 
whatever agency is charged with the responsibility of administering 
the program-in the light of specific programs and all of the estimates. 

These estimates, therefore, are derived assumptions which are 
necessarily inherent in all forecasts particularly of a complex problem. 
Nevertheless, it is believed that careful consideration has been given 
to relevant factors and that the estimates, taken as a whole, reflect the 
magnitude. 

The CHAIRMAN. Thank you. 
Ambassador DouGLAS. May I also state just for the record that 

commodity reports covering all of the commodities on the selected 
lists excepting petroleum have been submitted to the committee. 

"\Yith these commodity reports, there have been also submitted the 
confidential supplements to the commodity reports. They disclose in 
tabular form the value of exports and imports and a variety of other 
items. 

~Ir. CHIPERFIELD. You would not be able to read those here, 
would you? 

An1bassador DouGLAS. Oh, no, sir, not here; that would absorb so 
much time. 

The CHAIRMAN. But if we do not read them now, when will the 
tin1e come from to read them later? 

Ambassador DouGLAS. Well, that is the problem of all of us-
hortage of time and shortage of dollars. 

1Ir. BLOOM. May I ask a question? 
~Ir. JARMAN. I have not yielded yet. 
1Ir. BLOOM. I am sorry; it was just one question. 
l\Ir. JARMAN. All right. 
The CHAIRMAN. If it is only one question, you may be permitted to 

a. k it. 
1fr. BLOOM. Mr. Ambassador, I believe you stated this morning 

that there w re in that long list of strategic commodities a total of 
$172,000,000 commodities. Could you give me the articles that are 
indtH.led in it? 

Arnba sador DouGLAS. Yes; but it is a long list. 
l\1r. BLOOM. Since it is a long list, I shall not take the time, then. 

But, for tin, you have nearly 50 percent of that $172,000,000. 
I heliPve that is correct. 

Arnba ador DouGLAS. I could, Congressman, submit into the 
n'cord this long list. You asked how many items there are there. 
Ld' t'e how many items there are. 

\Ir. BLooM. Well, never mind counting them right now. At any 
rn tc, I believe that tin alone is 50 percent of the entire an1ount of 
$172,000,000. 

A1nha ador DouGLAS. Tin would represent about one-third, a 
li tth' ovrr a third. 

\Ir. THORP. About 40 percent. 
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Ambassador DouGLAS. Yes; about 40 percent. 
Mr. BLOOM. And, ho'v many different articles are of that natur ? 
Ambassador DouGLAS. Of this particular group, there are 16 itcn1. .. 

specifically referred to, and a variety of items not referred to. 
Mr. BLooM. Tin is the most essential of them? 
Ambassador DouGLAS. There are about 30 to 35 in the entire li t. 
Mr. BLooM. vVell, anyway, the tin is the most essential of the arti-

cles you have in the list? 
A~bassador DouGLAS. It occupies the largest place in the list, 

yes, s1r. 
:Nlr. BLOOM. There would be no difficulty in the few countries that 

control the tin output, or rather the cartel in tin controlling the world 
output, there would be no difficulty through them for that require­
ment; I mean, the requirement for use in this country for stock piling 
and for domestic use both. 

Ambassador DouGLAS. In the first place, Mr. Congressman, the 
cartel has been dissolved, it is not now in existence. In the second 
place, as to those amounts necessary for stock-piling purposes, 
arrangements can be made for them. 

~1r. BLOOM. You say the cartel has been dissolved? 
Ambassador DouGLAS. So I am informed, yes, sir. 
Mr. BLOOM. Well, the same smelters ar still in existence and th 

same stockholders have the same stock, so I do not see how the cartel 
could have been dissolved. 

Ambassador DouGLAS. The same companies may and do continu 
in existence, Mr. Congressman, but the arrangements that had been 
made among them for the purpose of fixing production and price ar 
no longer in force and effect. 

Mr. BLooM. That is all. Thank you. 
The Chairman. Now, Mr. Jarman. 
l\1r. JARMAN. ~Ir. Ambassador, in introducing your fio·ures OI·ig­

inally, you referred to the fact that they were q uit.e revealing, Vl'I'Y 

revealing. I wish to emphasize that by saying that whil' I hn.v' 
realized that these 16 countries constituted a very important S<'~­
lnent of the world, I had no idea that they ·were as important. a I 
learned from your figures on those charts. Incidentally, s nwbod.r 
did a mighty good job in preparing the chart., and de erv con1nleJHla­
tion for it. 

I have made a number of speeches in n y district since 1ny visit to 
Europe last fall, speeches in which I had thought had (lone t n'ason­
ably fair job of selling this progran1 anrl, particularly, ~wiling the 
reasons for the necessity for it. I have since been hearing you have b 'Cll 

exceedingly regretful, however, that b fore I made the first of tho .. t' 
speeches I had not had the opportunity of hearing your tc t.i1nony, 
in which event I think I would have discarded ~ t. least half of what l 
said and taken at least half of my .. pee h fro1n your testin1ony. 

I wish sincerely to thank you for it. I .thinl- your t.esti1nouy hn 
been very valuable and very helpful. I wish to say further that. 1 do 
not think ther has been any witne who hn · appeared before t.hi 
committee during n1y 11 years mt n1bership n it who hn.<.l t.l1P 

subject relevant to which he was t ,stifyiJ g o thorouo·hly n1, hi 
fingertips as you have. I think yon hav done an c.·eellPnt joh h('['( 

for us, just as I am nrc you and y ur as ... i. tnnts have don ... an excPl­
lent job for the country, and I wi h to thn.nl· you for it. 
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It naturally follows that I do not have a great many questions along 
the line that heretofore have been propounded to you. I do want to 
emphasize certain of your replies and also gain certain further in­
formation which I did not get, perhaps, perfectly clear. 

You spoke of the trade balance between the 16 countries and Soviet 
Russia, and you spoke of it as being balanced as between them. N o,v, 
how great is that? 

Amba sador DouGLAs. Well, I meant to say, Congressman, that 
the trade between western Germany and the European countries to 
the cast i in balancn over the period of the recovery program. 

1ir. JARMAN. As bet·ween the 16 countries and eastern Germany, 
however, there isn't any trade of any consequence now? 

Ambassador DouGLAS. I think there is, Congressman, but it is 
Yery difficult, if not impossible, to g t the relation between the trade 
between eastern Germany, which is the Soviet zone, and the countries 
located east of the "iron curtain." So, I cannot answer precisely that 
question. But, there must be coal, timber, for example, which are 
being exchanged. 

1'lr. JARMA1T. Along that line, you were questioned at length this 
morning, you will recall, about what, if any, the 16 countries were 
doing to aid themselves. The point seems to have been made that, 
for instance, England ought to sell coal to the 16 countries, and not 
to other countries. 

I was wondering, if England should sell coal which they have to 
Rumania and if they should get wheat in return, would that not serve 
exactly the same purpose as if they sold it to France-with respect 
to relief under this program, I mean. 

Ambassador DouGLAS. It would have the effect of taking some 
burden off us. 

~~Ir. JARMAN. Because they need wheat, and if they get it from 
Rumania, they need not get it from us-to the extent they obtain it 
frorn Rumania. 

An1bas ador DouGLAS. That is right; yes, sir, I agree. 
lr. JARMAN. Novv as to the foreign customers of the 16 participating 

ountrie , I would like to ask you a question. They do have a little 
forrio·n invc stment, don't they, or it n1ay even be more than a little? 

r< there any figures as to the approximate amount? 
Arnhassador DouGLAS. I do not have them in my n1ind, but I think 

ye tc'rday th question was put and I indicated that we would insert 
tl o figures in the record. I am sorry I do not have them in my 
mind at the moment. 

~:Ir. JARMAN. Vv ll, you said something about it this morning, at 
h~a t I made this note here, that instead of these being investn1ents, 
tlwy w 're in reality liabilities. Do you know what I had in mind 
wh n I rnade that note? 

\mba ador DouGLAS. You are referring to the invisible account . 
.i\lr. JARMAN. Y S. 
~.1nba ad or DouGLAS. \V ell, on the entire invisible account, the 

urplu ... that thes 16 countries prewar enjoyed an1ounted to approxi­
mntely 1}~ billion dollars. That includes income from investn1ents 
I)Ycr a shipping services, and a variety of other services of that 
churacte~· and there was in 194 7 a deficiency of $500,000,000. If 
you will n'otice in the chart, it is calculated for the period of 15 months. 
;fhe invi ible account includes the income earned on their foreign . 

69082-48--lS 
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investments, which is approximately $4,900,000,000. That is to b 
found on page 103 of the public document. 

~fr. JARMAN. I do not find myself in agreement with the criti i n1 
that have occurred concerning these comrnittees, such a the Harriman 
and other committees-the criticism that they ecm to have rca ·h )d 
practically the same conclusions. I do not agree b cause I am im­
pressed with the fact that they are dealing with the facts a tlwy are, 
and that in a committee diligently studying th m and studying them 
sufficiently long, that committee will necessarily reach approximatPly 
the same conclusions as another such committee. Therefore, I t.binl· 
it is complimentary to tho e committees, rath r than subj cting them 
to criticism-the fact that thPir conclu ions agree. 

It reminds me-the criticism remind me- of omething that non ~ 
of our eolleagues here except the chainnan know anything a.hout. 
because they are sufficiently new here that they have not had the 
experience with civil-service examinations. They will have that 
experience, if they see the time when they have the misfortune to ga.in 
control of the Congress, a.nd if they do gain that control, then they 
will find that they will be subjected to exactly the similar criticism 
we have known. They will find that verybody who want to he a 
rural carrier or a postmaster will want an examination fixrd so that 
they will be on the eligibility list, and they will be everely criti('izrd 
just as we are and just as these committee arc criticized for havin<~ 
reached exactly the same conclusions, one with each other. 

It follows that one of my colleagues asked you sornr que tion ahont 
this 5 percent guaranty to private industriali ts; he asked you if it 
was grabbed out of the air. I have forgott n what your reply was, 
but my impression was that from the thorough way in which you 
have thi at your fingertips and the thorough inve tiaation._ that 
these committees have made, there could b no question but that i 
was not grabbed out of the air; that i , that on the oth r hand, thi 
5 percent was based on good and sufficient justification and that. th 
reasons for it were thoroughly justifiable. Is that not true? 

Ambassador DouGLAS. It was based on a necessarily v ry rough 
calculation of the amount of American private investment which 
might be undertaken under the guaranty. In one sen e, it wa. tlwn ­
fore arbitrary; in another sense it was not a \vholly unrelat d glH . 
It is sort of a guaranty, Congressman, and it is very diffieult to 
arrive at an estimate that is reasonably accura.te. I might put it thi. 
way: that it was thought that 5 percent of the total fund appropriat.ctl 
as a limitation upon the amount that could be guaranteed, wa onH ­
what higher than the total amount for which guaranti would he 
sought. 

Mr. JARMAN. But that 5 percent, as compared to the 95 p rccnt, 
was not grabbed out of the air. 

Ambassador DouGLAS. No. 
Mr. BLooM. Will the gcntl man yi ld? 
11r. JARMAN. Yes. 
Mr. BLOOM. Following up this 5 prrcent, that i not 5 pcrernt o 

th amount of goods going to br old; it i 5 percent, of $6, 00,000,000? 
Ambassador DouGLA . That is right .. 
::\1r. BLOOM. o that th 5 per ent is no 5 p rrrnt of 100 p£'rr.£mt, 

but it i 5 percent, to a total am unt of $:i40,000,000; i n't thnt ri ,ht . 
Ambassador DouaLA . That i right. 
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~fr. BL00:\1. So if you ell $10,000,000 V{Orth of goods, he is get­
tintr-instead of 5 p rcent of the sum total, he i getting 5 percent of 
thi, appr priation of $340,000.000? 

Amba ador DouGLAS. No, Congres man. An American inve tor 
who b lievt· that th r i. a good bu inc s ri k in Europe, a good 
ventur in which h enn invc. t hi fund profitably, can a 1- for a 
guaranty of the total an1ount of hi inve tment. This ha nothing 
to do with aood ··. It i a guaranty of investment only, the capital 
smn of the inve tm nt, ancl then only if th project i profitable, and 
tlwn only if he )...'J)erience difficulties in tran f erring the local cur­
nn ·y into dollar~ . 

~fr. BLooM. But it i till $340,000,000? 
\Jnb:.~.ssaclor Dou LAS. That i the lin1it beyond which the guar­

anty cannot. go. 
~fr. BLoo_L That i right. 
~fr. ,J.unL\X. I ju t wish to emphasize th fact that while the 5 

pt.)repnt, a. b tween, ay, 4 perc nt or 3 percent or 7 percent, is a 
littlr hard •r to g t, it is my gu s that it was not grabbed out of the 
air, a. cornpared to th 95 percent. In other words, you could not 
u e 95 pt.•rc<•nt of the rnoney that way bccau e there would not be 
rn ugh kft fron1 th rcn1ainder . 

. \.rnbn ·snd r DocGLAS. That i right. 
~lr. ,L\R:\1\N. And, therefor , it \vas not grabbed out f the air. 
~\.mba ~ :1dor DouGLAS. That is right. 
~h·. JAHMAN. ow, I would like to know wh ther, ::\lr. Amba a-

dor I havP be n correct in the statement in whicb I have indulaed, 
wh •n I poke to this ffe t-that while there arc exceptions, I gaineJ 
the irnpr . . i n that, on the whole, the people of Europe, as individual . 
a aovcrnmPnt , and as ountri s, although they are working under 
v ·y ('On idPrabl handicaps, are doing a very good job in trying to 
h lp them elv . Do you agre with me on that? 

\mba ad or DouGLAS. I think that i. sub ·tantially correct. 
~lr. JARMAN. And, now, tb gi t of the whole thing i. that the e 

ountrie n ed dollar . It doe not make a great rleal of difference 
how many fran· ihe Frrnchmcn have, or row many pound an 
F.~ngli ,lnnan ha ; if he has got to pay dollars for the food h ne ds to 
k 1 p hin1 elf aliYr, then he will b just as hungry as if h did not have 
any local currency. I n't that true, g n rally peaking? 

Aruba. sad or DouG LA. . Y s, ir. 
l Ir. ,JARMAJ. .• \.nd o, anything that was eli cus ed here thi morn­

ing which would oprrat o as to tend to r dur th upply of dollar 
in the ·e countri<v., during the next f w year ·an but add to th amount 
w n1u t upply, if '''<' a sum ibat we hav a duty in thi ; and I am 
O'oin~ to indulgP th:1t assumpti n trongly- tlmt '' do have a duty. 

Amlm ._ndor I GLAH. Y . 
~Ir .. Tunt.\ . I arn wondt.ring 'vhat thP ituation would b -

1 wmHlPr if I conld hnv<' an <'xpr ion from you if, uppo c all 
<'UrrPIH'. today" <'rt' · nvertihl<', what would h<· the ituation of the 

ti c·otmtriPs? 01' <' ur-. <', I rc•alizt.• that i an utopian a . umpti n. 
Amhn~ udor Do1 GLA •. If all c·urTciwy " - re inun 'diat<·ly c n­

vpr·tihlP , th • eeon 1ni · cnvironn1 •ni f the world would b' •ntin•ly 
lill\•nnt .. 

• lr .. L\IL\f.\ 1T. \Voul<l h' what? 
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Ambassador DouGLAS. Would be wholly different. We would 
have achieved a condition of international economic stability which 
I think would make it unnecessary for the United States to provide 
the sort of program which we are no\v contemplating and considering. 

Mr. JARMAN. I am pleased to hear that. Without having talked to 
you, that is exactly what I thought. It simply emphasizes the fact 
that the need is for dollars; there was a time when we were a debtor 
nation rather than a creditor nation-\\.,.e can assume, if we do not 
dwell too lengthily on our resources and our industry and what 
not-by a stretch of our imagination we could say there could 
have been a time before the First World War, could there not, 
when we might have found ourselves under similar conditions of that 
kind?-as I say, we would have to stretch our imaginations to reach 
that conclusion. 

Ambassador DouGLAS. Well, sir, our economic situation is so 
unlike that of the European countries that it is hard or impossible 
to make a comparison like that. 

Mr. JARMAN. As I say, you would have to use your imagination. 
Ambassador DouGLAS. Oh, sure. 
Mr. JARMAN. Returning to the question of tin, about which Mr. 

Bloom spoke and asked you concerning, and referring now not only 
to tin but to other strategic materials, although tin was the major 
one, it is your position, is it not-and I agree \Vith it, if I understand 
correctly-that these agreements for the furnishing of tin or such 
materials, the mechanics of it, so to speak, of furnishing the matPrials 
to us at some later date-that those details need not necessarily be 
spelled out in the bill? 

Ambassador DouGLAS. I doubt if there is any need to spell it out 
in detail in the bill. The bill authorizes certain things. It provides 
that when loans are made that the Administrator shall negotiate the 
terms at which the loans ·will be repaid, and if not repaid in terms of 
money, in terms of what; that is, the bill does now authorize the 
repayment of loans either in money or in stated goods. 

Mr. JARMAN. You are referring to section 5? 
Ambassador DouGLAS. No; it is section 7 (c) (1): 
The Admjnistrator may provide assistance for any participating country, in the 

form and under the procedures authorized in subsections (a) and (b), respectively 
of this section, through grants or u'pon payment in cash or on credit terms or on 
such other terms of payment as he may find appropriate. 

So that he is authorized under the terms of the act to require rcpn.y­
ment of a certain portion of loans in goods. 

Mr. JARMAN. Considerable referpnce occurred this morning, you 
will recall, to the fact that we should evidenee our confidence in the 
ability of these countries to come back by indulging in additional 
loans to those contemplated here and indicating that it was som how 
a reflection upon them for us not to do so. 

Now, I wonder ho\v valuable our confidence in those countries 
would be if the evidencing of it in that manner was such that it resulted 
in this- that they never can come out of the slough of dr pond 
in which they find themselves, or creating a situation through con­
ditions put into the loan such that they must fall back again into that 
slough. 

Ambassador DouGLAS. I doubt if they would accept it as a Innnifcs­
tation of confidence on our part if they considered they were unable 
to meet the conditions of the loan. 
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lvir . . JARMAN. I agree with you on that. 
Ambassador DouGLAS. As a matter of fact, with respect to those 

countries that cannot repay or cannot repay in full all of the support 
that is contemplated to be extended, the requirement that they should 
repay would impose future dollar burdens upon them and thus aggra­
vate the difficulty instead of relieving it. 

~1r. JARMAN. Speaking of the repayment of the loans, some re­
ference was made before adjourning this morning-and I have for­
gotten what it was exactly-to the repayment of a loan to this country 
in dollars, for any loan. I am wondering if any loan is ever repaid to 
this country on account of a loan to Europe in actual dollars, or 
whether it is not done by balance of trade. 

An1bassador DouGLAS. Yes; it is repaid in dollars. 
~Ir. JARMAN. Actual dollars? 
Ambassador DouGLAS. Either dollars derived from the export of 

goods or dollars derived from the sale of goods to some other country 
or countri s, or the export of gold. 

l\Ir. JARMAN. But those dollars-n1aybe I did not say exactly 
w·hat I n1eant. If there is actual transportation of dollars, say in gold, 
frorn a European country to this country, those dollars still are de­
rived fron1 the sources mentioned, and those are over here, isn't 
that right? 

\..n1bassador DouGLAS. That is right. 
~Ir. JARMAN. Actual dollars do not really cross the Atlantic. 
Arnbassador DouGLAS. vVell, they may, of course, actually mean 

gold. 
l\Ir. JARMAN. Bullion? 
An1bassador DouGLAS. Yes; gold ars. 
nir. JARMAN. It seems now to me that all of this discussion about 
ra tegic n1aterials, whether they should obligate themselves to pay 

for on1e of this assistance in the future in strategic materials and so 
forth, it seems to me that it all resolves itself to the question of whether 
it i our duty, the duty of this country, to try to remedy the situation 
in which that great and important segment of the world finds itself, 
largely at least through causes not of its own making and for which it 
wa not re ponsible. 

If we do reach the conclusion that we do owe a duty, then it seems 
to n1e that we are simply wasting time in discussing whether we should 
al-e n1oney out of one pocket and put it in another by requiring 

thern to pay us in materials in the future. For my part, I think we­
~nd I hav said this repeatedly-do owe a duty in this unfortunate 
. it.uution from a strictly humanitarian standpoint, and that, secondly, 
'h position of leadership in which this country has found itself 

1. brough no particular effort on its part, either-it is just like 
Top y, it is just because of its resources and vast area and the 

du Ltry of its people that it got into that dominant position-! am 
mprr s d hy the fact thn t thrre results fron1 that position the 

dut. .,. , that th re n•sts upon the shoulders of this country an obligation 
a .. i> 'ing by far the leading nation of th world not to p rmit this 
gr at 'ction of the world to fall into ruin and be dominat •d by com-
muni"m if we can possibly avoid it. ' 

I thinl- furth r that w owe a duty to ours lves, to our country, 
and particularly to th little lads, the little boys who today play 
m·ound the fir ides in the hom s of the Unit d States, to do whatever 
we can to pr vent the domination of the r st of Europe and then, 
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perhaps, the rest of Asia, by communism and the probable consequent 
slaughter of those little boys on the battlefields of World War III or 
IV. 

So, for my part, whether they do pay us back in tin or some other 
strategic materials in 10 or 15 or 20 years or not, it seems to me th 
duty devolves upon us, a duty so grave and so tremendous that 
we are not accomplishing a great deal in indulging in argument 
about whether ·we should carry this out so as to let them drift back into 
that slough of despond by commitments to us for the future which 
they probably could no more make good than they could after vVorld 
War I, when we proceeded to help them out by loaning them bil1ion 
of dollars which they could not possibly have repaid. 

Thank you very much for indulging me. 
Ambassador DouGLAS. I think our national interests could be t b 

served by playing a part in the restoration of stability in western 
Europe, and if there are countries \Vho can afford to repay O\.,.cr a 
period of time loans extended them or repay by returning to u 
strategic materials, then I think it is to our national intere t that it be 
required; but the important thing. is, as you have indicated, wc haYc an 
exceedingly vital national interest in the restoration of stability in this 
important part of the world. 

Mr. JARMAN. Now, the repayment back in strategic material 
that we have spoken of, if they can do it; that is contemplated by the 
bill without amendment by this committee? 

Ambassador DouGLAS. That is right. 
The CHAIRMAN. ~1r. Vorys is recognized for one or two additional 

questions. 
l\Ir. VoRYS. Thank you. 
I note in today's paper that the International Bank was marl-ing 

time until they see how the ~Iarshall plan is coming out. Tow, whrn 
we had the bank and fund before us, ·we thought that the fund would 
stabilize currencies, and that the bank could do the recon tru ·tion and 
maybe, if it was not enough, that we could come along afterward and 
help out. 

I am wondering on this matter of stabilization of currencics; what 
is the situation with reference to the International Fund? 'Yhy <·an't 
they do it now? · 

Ambassador DouGLAS. I do not know what the plans of t.h<' com· 
mittee are, but I prcsun1e that po sibly the ('01nn1ittce wil1 lwnr th 
executive direetor of the International lVIon tnry I~"'und b 'fon' t.h 
hearings arc eonel uded. 

I suggrst al o that the ccretary of the Tr a(".lury, who i tlw <·hnir­
Inai . of thP N ationa1 dvisory Council, could p 'rhaps throw mor 
light on tht' question than I can. You undci"tand, I mn not t.rying to 
duck thr question. 

l\1r. V OHYS. No. I think that is a g od suggc tion, n.nd I hop ' to 
have th<'se witne ses. Now, tlH'r(' has ht'cn n g:oocl bit of di~c·u~. ion 
about the typ<.' of admini tration. In fact, it luls <.'V<.'n lH'Pll point<' l 
out that you ('Ould have two S<.'crctnril\._ of . tnt('. 

Do you f<.'rl that the lend-lea <.' 1ncehanisrn WHH n Ini.'tal-e ot· thnt 
it was wron<.(? 

Amb< ssndor DouGLAS. No; I think it oprnlt<'d v 'ry W('ll. 
l\1r. VouYs. Back in 1944 I atten1pt tl to put tlH• ttdrninistrntion of 

UNRRA under the ecrctary of State and rny rnotion to hav< thnt 
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cvrric l out was taken out on a roll-call vote after we got back in the 
Hou e. ·You n1ay ren1embcr \VC fir t operate in committee of the 
\d1oln. I thought at that time that it was a good thing to have the 
international organizations under the Secretary of State, but, of 
eour:(.;, I was greatly persuaded by the arguments used to defeat the 
amciHhnent that I placed in that bill. 

I gups you were~ not in the Governn1 nt either during UNRRA, 
or Lend-Lease, were you? 

JLn1ba '"'ador DouGLAS. Yes; I \vas in the Government for 2 years 
in tlw life of Lend-Lea e, during the war . 

... ir. Y ORYS. During the war? 
~\n1ba ~ ad r DouGL.-\..S. Yes . 
... Ir. Y ORY .. \Vcre you in Lend-Lease, connected with the Lend­

Lea.: ~ (hninistration? 
A1nbassador DouGLAS. No, sir. I \vas about a ·week, and then 

~ t:1.. red in the \\ ar Shipping Administration. 
1\Ir. \ ORYS. You will remember \Ye had a Lend-Lease Administrator. 
~\.mba . ador DouGLAS. Oh, ye . I had a great many associations 

with Lend-Lease during the war. 
~Ir. VoRY . Antl, while there \Vere conflicts at times in other coun­

trie and po ibly here from the fact that \ve had t\vo separat admin­
i ~ tration" and that the directive merely gave advisory powers to the 

cr tary of State, as far as I kno·w it was not considered fatal to the 
efikient operation of lend-lease. Perhaps I should ask the e questions 
of om other \vitness . 

..\Jnba sador DouGLAS. As I recall it, and my memory may be 
\\Ton(·. the basic lend-lease agreements were n1ade by the Department 

f .__ tnt e and under those agree1nents the Lend-L ase Administration 
p·rat d . 

... f rcover, as I recall it, there was the ~Iunitions Assignment Board, 
nnd there were a variety of agencies of that character that allocated 
th \ nw terial to Lend -Lease which in turn made arrangements for 
the dPlivery of that Inaterial so allocated to the recipient countries. 

I cnn just 1nukc this point, that in the admini trativo proposals that 
Ln v • lwl'n sulnnitterl t the Congre providing a 1nethod of n1 •eting 
wh, t \n' think to he the principles that should be observed, it is not 
<' < Ht l'lllphtcd thnt h • aclmini tration should be under the Secrctarv 
of 't ·1 l ', nnd I "UY that in all candor. The in1pression has got tei1 
1 b ·oad that tha.t i · the in ton t but I can assure the ongrcssn1 ,n that 
~ i 1' t ht int \nt. A I understand the history, thor was a group 
m t h · ~ drnini~lrntiv<.' or e ·ccutive branch of the Govornm •nt that 
fir t in ·i ie l that thP ad1nini tration of the Economic ooperntiv • 
~\d mini t rn tion bl' in tlw D(•partrnen L of tate and subject entir ly 
to tla jurisdi tion of the St>cr tary. 

'I hP '<•erctu,ry Look n, finn po ition in opposition to that view·. II 
lid t,Jwr \ Wlls only one thing in which he was cone rn \d and that wa 

tbn the aclrninistration of the European recovery program be ubj ct 
to forpign poli ·y. II' did not want to b<.' cone rned \Vith th va t 
vn,riPty of bu int• s und rtaking and operations that he would have 
to lH· ·ngngNl in. 

:\lr. V HY". \Vdl, on that n1atter of th \ clegre to whi h f rPign 
poli<·y· night b' nfl'ectccl, I thinl· thP statcinont wa Inad bef r u 
th 1t i <'ould be 20 p r ·ent f th • que tion 'Oining up, but the tatp-
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ment was made before the Senate that conceivably every question 
could involve a question of foreign policy. 

That could be true, could it not? There is no percentage way in 
which we can determine in advance what aspects of the administration 
of such a vast and important program as this would involve foreign 
powers? 

Ambassador DouGLAS. I think it is possible to define at lea.st a 
segment of the operations that is not related to foreign policy. Then, 
of course, Congressman, the administration of the European recovery 
program has to be fitted into the functions and responsibilities of a 
variety of different governmental agencies. It is not only the State 
Department. I do not want to take your t1me to enumerate them, 
or to take the time of the committe<', but there are a grrat ronny 
departments of government that have responsibilities and are dis­
charging the responsibilities that are intimately related with our 
internal economic position and with the allocation of materials for 
export and the granting of export licenses, and a variety of things of 
that sort. 

Petroleum, for example, and wheat, are ·wholly outside the State 
Department, and the responsibilities for the discharging of functions 
of that order are vested in other agencies-the Department of COin­
merce, Department of Agriculture, Department of the Interior, and 
then there is the Depariment of the Army which has jurisdiction over 
Germanv. 

Mr. VoRYS. I am quite familiar with that point. I just wanted to 
bring up this one aspect, that when I made an attempt to put UNRRA 
under the Secretary of State, it was voted down, and now they are 
advocating this. I just wondered---

Ambassador DouGLAS. UNRRA was an international organization 
and the State Department did handle the relationship between our 
Government and UNRRA. In the case of the Board of Econ01nic 
vVarfare the line of jurisdiction was not clearly drawn and it created 
a great deal of trouble-! don't 'mean in the Western He1nisphere, 
but in other parts of the world. It became a part later on of the 
Foreign Economic Administration. 

Mr. VoRYS. But it did have a separate administrator? 
Ambassador DouGLAs. Oh, yes; but we provide for that, too, on­

gressman, wholly separate from the Department of State. 
Mr. VoRYS. I have just this one other question. How do R nny­

body decide-more specifically, how does the Administrator decide 
bow much is to be a grant and how much is to be a loan? What is 
to be his test? 

Ambassador DouGLAS. The ability to repay. Of course, he has 
to consult with theN ational Advisory Council. 

Mr. VoRYS. The ability to repay in dollars? 
Ambassador DouGLAS. That is right; or, as the bill provides, in 

other terms. 
Mr. VoRYS. Then the whole test is a stabilization of currency tc t; 

is that it? 
Ambassador DouGLAS. No, thnt is not the whole test. The 

ability to transfer would be one t st, but there would be a great many 
other tests, too, that would be applied. 

Nir. VoRYS. You see, we had two forrner experiences where we 
gave away or furnished for free or granted vast amounts. One was 
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when the consideration was rnilitary, in lend-lea e-a matter of 
security. The other was where it w:.1s a matter of relief. Now, 
while there are or at least may be substantial security considerations, 
and while also there are relief or lnimanitn.rjan considerations in this, 
there is still a third thing that hulks more largely, and that is the 
economic situation. 

The an1ounts that arc necessary for military purposes, that is 
n1onc~- well spent, or at least money that must be spent; and the 
amounts that are given for humanitarian or relief purposes, of course, 
we expect no pay for that-we look for no repayment there. 

But, when it comes to giving away money for economic-purpose 
activities for which I have not been able to figure out a formula and 
have not found one and have not heard of one that has satisfied me, 
that is something else, and that is ·what I am asking about in particular. 

Amba sador DouGLAS. On page 4·5 of the document which was 
publi hed under the title, "Outline of European Recovery Program," 
there is an explanation of the criteria that it is contemplated will be 
applied. It really starts on page 45 and extends over to page 46. 

?dr. VoRYS. Yes, I am familiar with that. It comes back to their 
ability to repay in dollars, and that again comes back to a stabilization 
propo ition, it seems to me. 

Do we pour in dollars until there is a new kind of stabilization 
required, or ·what is the test? Another way of stating it is that the 
te t i ability to repay, and that ·we make grants when there isn't any 
ability to repay. There are a lot of people in the world and a lot of 
nations in the ·world that are not able to pay, and that test alone is 
insufficient-inability or ability to pay-and there is not enough to 
grant to take care of all the requests ·where there is inability to repay. 
I that right? 

An1bassador DouGLAS. That is right, but we are not taking care of 
all of those requests, Congressman, by any manner of means. This 
program was designed and prepared to achieve a clear objective, and 
that was the recovery of stability, the restoration of stability, both 
econon1i and political, in a part of the world ·which is of extraordinary 
significan e to 'vestcrn civilization, of which we are an integral 
member. 

l\Ir. VoRYs. I have no further questions. 
1 Ir. CHIPEH.FIELD. 11r. l\fansfield? 
::\1r. ~1ANSFIELD. Mr. Ambassador, there have been a number of 

r ports .._ prcading around the country concerning the effect on the 
tncrican economy of this proposal. ,Just ho\v much \vheat is it con­

templat d will go overseas under this plan? 
Ambns. ador DouGLAS. Secretary Anderson, I presume, 'vill be 

u, lpcd to testify b fore this ommittee, and he will be able to answer 
your question specifically. The commodity r ports should disclose 
th' Pl'rcentag of wheat. It is 15.3. 

~lr. MANSFIELD. Do you have any idea about the quantity of box­
cur in percentages? 

An1has ador DouGLAS. That is about 13.9 percent of estimated 
npacity . 
.Ambas ador DouGLAS. That is 13.9 percent . 
.Nlr. MANSFIELD. Ilow mu h of our coal? 

1nbassador DouGLAS. About 5.5 percent. 
~Ir. ~1ANSFIELD. Ho\v much of our steel? 



George C. Marshall Foundation, Lexington, Virginia

200 FOREIGN POLICY FOR A PO T-"\Y AR RECO 'ERY PROGRA:M 

Ambassador DouGLAS. Finished steel, about 2.9 percent; crudP and 
semifinished, 1 percent. · 

~1r. ~L-\XSFIELD . ... .,. o·w, ~Ir. Ambassador, you are perhap n1orr 
conversant with the ituation in England than any other per" n in 
the Government , and I would like to a ·· k you what, in your opinion, 
is England's econon1ie po ition today in r ~gard to coal, for eoal con­
sumption and shipn1ent overseas? 

Ambassador DouGLAS. Tbe present rate of production of coal in 
the United l(ingdom is at the annual rate of approxi1nntely 21.5,0fJ0,000 
tons. The British thcmselvrs for the year 1948 have set a prodndion 
target, as I recall it, of 214 ,000,000 ton .. . 

During the year 1948 they ·will continue restrirtion on tlw donw 1 i(· 
consumption, in order that there may be available for export tlw 
amount which they undertook to export durjng the :'""Nl r, ~.d1ich i ·. 
to my recoil ction, 7,000,000 tons. It is likely tlwy wjll export 1non· 
than that. 

By 1952 their progra1n calJs for a production of 249,000,000 tons 
of coal a year, which is greater than the> annual r!lte of produc·tion 
during the: period 1034- 38. I LelieYe they can achi('V(' tlta t goal 
if th('y attack the problmn ''rith vigor nnd determination. 

1Ir . .:\lAKSFIELD. I s it true that onr of th reasons for the Briti lt 
coal deficiency in recent years is because of 1 ad n1anagr.rn"nt. nder 
the government which preceded the prrsent Socialist goYPrnnH•nt. 
by which I mean to state that approximately 70 P<'rcent of ' 'hnt 
was taken out of the mines was retained, and omcthinf; lwt Vt'('Jl 

20 percent and 30 percent was put back ir to the minrs, which. i1' trw•, 
would offer a contrast aln1o t in exact oppo. ite to whnt th" co:d 
producers \Vcre doing in this country- i that trur? 

An1bassador DouGLAS. That is right. Th(• Briti h coal indn.~ try 
is in its pre ent state for a variety of difl'ercnt n·asons. On , t hl' 
mining properties suffered from indifferent marwgemPnt r.yt<•tuling­
over a long period of time. ~1oreover, the in lu try becnn1(' bound np 
in certain ernotional prejudices, and the figure \vhich yon ha Te re(·itt-d 
is an indication of the difference between the \vav in which the (•onl 
properties ·were managed in the United l(ingJoni and the way tht•. y 
have been managed in the United States. 

Of course, that situation was aggravated by the war. I uring thP 
war, when Britain \vas confronted with the dilemma of len.vir o· th1· 
younger men in the n1ines in order to a ure produ tion or to draft, 
the men out of the mines into the arn1y, th y took the e<'ond horn 
of the dilemma. The younger men were withdrawn fr m the mine , 
and the number employed by the mines f ll from sorn thing over 
800,000, where it stood in 1937 or 193 -it' a about 1,100,000 at 
another period-to something und r 700,000 at the beginning of 194{i. 
Therefore, there was not only an absolute d clin in th nu1nber· of 
coal miners, but there was a qualitativ change in the ag Ji, t.ribut.ion . 

.Nir. 11AN FIELD. That, coupkcl with th" fnct that t.her(' hns IH'<'II 

relativ ly little modernization \Vith n1achinery, plus the fnd t.lwt n 
good many of these young men who have 1 ,g t.h 1nine hav<' rPfmwd 
or have been reluctant t.o go back into th' Inint\, lws contrihutl'd to 
the decline -of British coal prodn tion. 

We hear the statement rnad.' that the pe pl f England and ot.hrr 
European countries just will not work. I " that tn,tcment n, tntl' st.·l.t<'­
ment or are the factors which you have brought out bt' n respon ·ihl 



George C. Marshall Foundation, Lexington, Virginia

FOREIGX POLICY FOR A POST-"~ AR RECOYERY PROGRA.1 201 

in larg part for the deelin in production and not the lack of effort on 
th part of the \\rorker thcmsclve ? 

An1bas. ador Do ~GLAS. Generally speaking, in Britain the.1.·e is a 
de ir to \\~ork. In the coal mines, a you know, commeneing, I 
think, on th' 1 t of ~lay, Britain adopted a 5-day week. That 5-day 
w, •k ha ~ b •en abandoned, and oal 1niner are now working 5~ to () 
day~ a \\~e k. In the steel in lustry thc:y ar working 7 day a week. 

1lr. l\IA" TSFIELD. \"\nat is England's relative position in shipping 
t day, a co1npared ·with the p riod just prior to the war? 

.A1nba · udor DouGLAS. In round nun1bers, Britain lost appro:Ai­
Inately 25 percent n t of her merchant fleet . 

. lr. ~1A. ~ FIELD. ·How much ha she r egained? 
Inbas_ad r DouGLAS. I am sorry that I cannot give you that. 
lr. ~IA ... TSFIELD. Could you find that and put it in the record? 

.\.Inba ~ ador DouGLAS. Ye ; I can find that. I can give you the 
n u1nb ~r of _hip that ar now on th \Yay , but I cannot tell you what 
p rc •nt. g ', pre i "ely, of that which he lo t during the war has l>' n 
r pln, ·ed by n '\Y construction. I will give you that figure. 

(Th' inforn1ation requ' ted i as follows:) 

nit d Kingdom merchant fl eet Un millions of dead-u•e1 ght to ns) 

Total ~ nit d Kingdom fleet, 1939 ___________ __________ _______________ 22. 7 
ct: 

\\ ar lo - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 15. 3 

~Iariu lo.:: .: ~ -- -- - -- -- ---- - --------- - --- - ------------------- - - - 1. 2 

Total _ _ __ ___ _______ -- - ------ _- _- - - - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 16. 5 

I~n.lancc _______________________ _______ ___ _______________ ____ _ 

. dd: 
apture and acqui:-lition from nemy __ __________________________ _ 

Purcha~ · of "G11ited tat ~war-built tonnage (~ince pa.~~age of 'hip ·ale' 
ct of 1\iar. , 1946) ______ - ----- - - - --- - - -------------

Purcha.· s of old ' nited tat .· tonnag (period 1939- June 1947) ____ _ 
Pnrcha~.., from l ~ewher (p riod 1 39- .June 1947) ___ ______ ________ _ 

Total _ _ ________________________ ____ ______ _____ _____ ____ ____ _ 

• 
6. 2 

1. 1 

2. 3 
~ 

. 1 

4. 3 

Balanc _ _ _ _ _ _ _ _ _ _ _ . ______________ - ____________ _ - - ------ - --- 10. 5 
• - .w building over period 1939- .Jun 1947 ---------------------- - -- 10.6 

,rand totaL _______ ----------------------- --------------- 21. 1 
- t )o . duriug p riod 1939 .Jun 1947, including the allied tonnage replac-

111 II t ' 'h '111 --- - - - - - -- - . - - -- - - - - - - --- - - - ------ - - -- -- -- - - ---- -- - ]. 9 

Lavin .Jun 19·!7 tonnag at________________________ _______________ 19.2 
1 n11aoe 193 qnals ___________________ _____ - -------------------· 22.5 

oun . Briti h Embas~y and Ministry of 'fran .;port mce, London. . 

n .-'1 ho d i tTl'rPllCP he tween figure' of Hl.2 and 2:1.1 in ch J. \1aritime Transport Report. is accounte d 
for by the diiTcrPnCI' in time, and by inclusion in 20 .1 fi gure of T niter! Ktat e· l!'n 1-lea.c \' t•s·cls. 

~lr. ~IA "r.'l"IELD. Could you give th' ·omn1it.t c just whnt that 2.5 
1 r · :)n t lo: Ill<'H n. in ton nn rr ''? 

.A1nbas nd r Dou 'LAS. In d •ud-\\t'ight t n. it un1 unt •d t ~ oin' 
1 ~ < 0,000. .,. . . 

I r. ~LL TSFIELD. 1 P. t ·rdny y u brought out sonw Yl'ry mtpr }. t1~w 
jlJu t rn t ion n b u th ' derlin • in th ' 1 (j we. tern Europcnn c untrws 
f rtain f th •ir indu tri . !low Inuch of n per entno-p of ·hipping 

h v) th' ' 16 nation , n n wh 1 ', r "OV •red inc' th' war? 
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Now, I have in mind the fact that as far as Greece is concerned, it 
is practically back to normal, due to the fact that we turned over ~o 
many ships to them. Other countries have like·wise been helped in 
part by us, and I am just \Vondering, on a percen tage basis, how much 
they have recovered from the losses of the \var. 

Ambassador DouGLAS. At the end of 1938, the dry-cargo tonnage 
under the control of the participating countries amounted to approx­
imately 36,000,000 tons. 

At the end of 1947 the figure amounted to 32,000,000 tons; that is 
exclusive of Germany. ' 

Mr. MANSFIELD. What kind of tons did you use in answering my 
question with regard to the loss in British shipping? 

Ambassador DouGLAS. I used dead-weight tons. 
Mr. MANSFIELD. What is the difference between dead-weigl1t and 

gross tons? 
Ambassador DouGLAS. I have been using dead-\v ight tons all the 

way through. The capacity of a ship expressed in dead-weight 
• tonnage is, roughly, the capacity of the ship to carry cargo. 

Mr. MANSFIELD. Then the figure you gave me concerning Britain 
was in dead-weight tons? 

Ambassador DouGLAS. That is right. 
Mr. MANSFIELD. And the latest figure you gave me for the 16 

participating countries was also in dead-weight tons? 
Ambassador DouGLAs. That is right. 
Mr. MANSFIELD. How could it be they \vould have approximately 

32,000,000 tons at the present time when British shipping through a 
loss of 25 percent of its shipping alone suffered a loss of 15,300,000 
plus? 

Ambassador DouGLAS. We sold some tonnage to Britain during the 
postwar period, and we have sold some to other participating countries 
since the war. The total I do not have in my head, but I can get 
it for you. 

Mr. MANSFIELD. I wish you 'vould get those and put thorn in the 
record. 

Ambassador DouGLAS. Yes, sir. 
(The information requested is as follows:) 

Deadweight tonnage of United States merchant ships sold since war to 16 Europran 
recovery program countries 

-

Country Dry cargo Tankor Total Country Dry cargo Tanker 'I otnl 

Austria ____________ ---------- ---------- ---------- Netherlands _______ 709,500 100,50() 10,006 
Belgium -------- -- 151,200 16, 750 167, 950 Norway _---- -- - --- 7GO,GOO 2 4, 750 1, Olli, 350 
Denmark _______ ___ 224,600 -- -------- 224,600 PortugaL ___ __ _____ R, 700 -- -------- R, 700 
Eire __ ---- - -- -- -- -- ---------- - -- - ----~- ------ ---- Sweden 

~--- - ------
36,900 ---- ------ 3G,Il00 

France _______ __ ____ 830,400 301, 500 1,131,900 Switzerland ________ --- ------- ---------- ----------Greece ____________ 1,068,600 117,250 1, 185, 850 Turkey _______ _____ 47, 00 20, 939 fiX, 739 
Iceland _____ ____ ___ 5, 100 ---------- 5, 100 United Kingdom __ 1,469,411 830,580 2,300,000 
Italy __ ------------ 972, 000 335, 000 1, 307,000 ·- ------
Luxemburg __ __ ____ ---------- ----- ----- -- ----- --- Grand totaL G, 284, 11 2,007,2 4 , 202,0115 

------ ----

Source: U. S. Maritime Commission, Jan. 20, 1948. Information as of Dec. 31, 1947. 

DEFINITION OF SHIPS' TONNAGES 
Dead-weight tonnage 

Dead-weight tonnage is the lifting capacity of the ship. It is the number of 
tons of 2,240 pounds of fuel, water, stores, cargo, and pa sengers that a vessel is 
designed to carry with safety. It is the basis for quotation as to cost of con-
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struction, sale, and charter and as such is the measure of potential revenue 
capacity of vessels. 

Gross tonnage 
Gross tonnage is the capacity of the spaces within the hull of the vessel and 

of the clo ed in spaces above deck available for cargo stores, passengers, or crew 
with certain exceptions expressed in tons of 100 cubic feet. This term is an indi­
cation of ize and is used primarily to designate passenger or combination passen­
ger and cargo ve sels. Gross tonnage has no fixed or exact relationship to a 
ves el' ~ commercial possibilities or earning capacity. 

. 1fr. LoDGE. V\Till the gentleman yield for a question there? 
11r. 1L-\..NSFIELD. I will be glad to. 
1Ir. LoDGE. That objections, I understand, have been voiced in 

Great Britain concerning the United States proposal with respect to 
sales and cargo in connection with this program-in other words, that 
this would compel the British to reduce their shipbuilding program­
can you confirm this? 

A1nbussador DouGLAS. Sir Stafford Cripps made an announce­
Inent that Britain 'vould have to reduce her shipbuilding program 
becau c of the shortage of steel, quite irrespective of any chartering 
propo als of the United States or proposals for the sale of presently 
United States controlled merchant ships. 

~Ir. LoDGE. In other words, this proposal for the sale and charter 
of United States vessels will have no effect on a shipbuilding program 
f Gnlat Bri ,ain? 
An1bassador DouGLAS. I cannot say it will have no effect, but I can 

ay what Sir Stafford Cripps announced the day before yesterday. 
~Ir. LoDGE. You believe there will be no great objections raised on 

the part of the British? 
\.mbassador DouGLAS. I presume there would be son1e objections, 

but the announcement of Sir Stafford today-or, rather, day before 
y terday-,vould have the effect of diminishing the volume of 
objections. 

rvfr. LoDGE. you still believe that we should go ahead with that 
a pect of the legislation. 

Amba --sad or DouGLAS. Yes; I do, too, sir. 
nlr. LoDGE. Thank you very much. 
Ambassador DouGLAS. The fact of the matter is, it saves us a great 

nu1nv dollars. 
nfr. 11ANSFIELD. 11r. Anlbassador, there is a great deal of talk 

in thi ·ountry by people opposed to the proposal now before us, 
thn t we houlcl not do anything for governments which they look 
upon as socialistic, and they say funds of this kind will serve to 
furth r socialize governments. What, in your opinion, should be our 
opinion toward the govern1nents in Europe who have changed their 
fonn of government, such as Italy, and those who have leaned 
left,wnrd-I believe is the term-such as England? 

A1n hassador DouGLAS. The end result is the matter with which we 
nrP ·onccrned. 'l'he recovery of western Europe and the restoration 
of what I have called stability js the purpose which we have in mind. 
If thcs countries, son1e of them, can achieve that purpo e and fulfill 
thPir pl dges under the mild type of socialism which exist in some of 
th 1n, that is their bu iness. 

It would be, I think, too much of an invasion of the right of free 
Pl'Ople to determine the sort of econornic systen1 under which they 
wanted to live, provided always it is dedicated to the proposition that 
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n1en should be free-it would be too much of an invasion on our part 
to undertake to dictate or influence then1 in the matter. 

1Ir. 11ANSFIELD. It is a fact, is it not, that countries uch a Italy 
and England, which I have mentioned, have changed their forms of 
governn1ent because it was the desire of the majority of th population 
in each to do so? 

Ambassador DouGLAS. It appeared to be at the time that the elec­
tions were held. 

Mr. MANSFIELD. \\nat they have done, in effect, i to go through 
the regular balloting process to achieve the types of governniCnt which 
they have at the present tin1e? 

Amhassador DouGLAS. They have an equal right to modify, 
change, or reverse the economic policies that have been adopted by 
the governn1ents which they elect to office. 

l\lr. ~fA~SFIELD. There has been some talk about various kind 
of coal as it affects the European economy. 

I recall that An1erican coal-and a lot of it was not very good 
coal- was shipped to Europe during the past year, and perhap. still 
is being shipped there in sizable quantities and in sizable tonnage, and 
that these European nations , generally speaking, had to pay any­
where fro1n $17 to $23 a ton for this coal. 

NO\\~ is there any possibility under this proposal wh reby shipment 
of American coal could be decreased and greater shipments of Gcrn1an 
and British coal are used to take up the slack? 

An1bassador DouGLAS. That is the fundamental objective of the 
co3.1-production target, as set for Britain by her and for Germany; 
The purpose of increasing the production of coal indigenou to the 
participating European countries is to relieve th participating Euro­
pean countries of expending dollars in huge amounts for this particular 
source of energy. You ~A- ill see that by 1952, I think, it i calculntPd 
that the dcficie11cy in the production of coal from among the part.i i­
pating European countries ai!loun t to 2,000,000 ton . Only 
2,000 ,000 tons then ,,-oulcl be required from the United tate . 

1lr ..... IANSFIELD. Has there been a slacking off of Poli"h coal hip­
ments to other European countri s in the west since the start of the 
considrration of the ~1ar'hall propo nJ'? 

Ambassador DouGJ.,AS. I think not. 
1t1r. MANSFIELD. HaYe you any idea of t.hc price the Poks nre 

asking for their coal? 
Ambassador DouGLAS. The Polish price of coal i. $15 n ton n t 

shipside or at the Polish border. 
11r. 1V1ANSFIELD. That indicates a tremendous advnntngr in Poll. h 

coal prices over a con1parativcly short period of 2 or 2% years~ doP 
it not? 

A1nbassador DounL.\S. Yes. And, of cour e, since pr war, th' 
advance in price all over the world ha been inordinate. 

11r. l\fANSFIELD. I would like to a k tbi que• tion of ~fr. Thorp, 
if I m~ y- I have b('rn waiting all clay for thi country-hy-eounLry 
rep rt, because I \\ant to tudy it and ask oinc qtH' Li n n,bout. it,: 
Will '\-\ e grt t.ha t report today or to1nn1orrow'? 

1\nlbn.ssador Do GLAS. The eountry-by-country r 'port ha lwrn 
suh1nitted to the ·omn1ittee, Congre man. 
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~ I r. -ORYS. \Yould the gentleman yield'? I wonder if you have 
un\ s tnlnutry'? I went tlu·ough the 17 volun1es thi noon. I could 
not gPt throttgh nll of it, but '1: found no summary page. I wond0r 
if you haYe in there, or if you are going to furnish us with, a summary 
png ,·? 

~ Inlx: ~ador DouGLAS. There i a g8neral introduction. lt is 
Yrry difficult to get up a sun1n1ary because of the variations between 
enl'h one of the countrie,. 

There is a doc1.lll1Cllt that has not oeen submitted to this committee 
whi('h is purely an estimate of the deficits on current account of the 
pnrtil'ipating countries, and I would be rpry glad indeed to offer that 
to the comn1ittce. That may be helpful to the men1bers of the con1-
Inittl't>. or it n1ay be a relief progran1 to the me1nbers of the committee. 

~Ir. LHIPERFIELD. I think the committee ·would like to have that. 
(The inforn1ation requested is as follows:) 

h .. TI l !.TED DEFICITS ox CURRE n.r AccOUNT OF EuROPEAN CoUNTRIES PARTIC­
IPATI T(! TN THE PROPOSED E"LTROPEAN RECOVERY PROGFAM 

Th<> propof' d "Cnited States support for a European rccoYery program, as 
pr e11tecl by the executiYe branch to the Congress, i:-5 ba-:;ed ~ub .. tantially on the 
e--timat d balauc ·" of payment:s po. itiOi t, of the parti~ipating countries \Vith the 
\\"e.;tern Hemisphere for the p eriod of the proposed pruf!:ram. The estimated 
i ficit a1 d .;urplus balances on currPnt account '' hich ha·. e bPen prepared by the 

(•X •cnt iw branch for each participating country are prc~ented in the attached 
t able~ . 

Tlw ex cutive branch concludes that approximately 15 percent of the combined 
d ticit. with the \Ve:'itc>rn He111isphen' for the pedod April 1H48 through June 1949 
can he financ d frOl1l ~onrce"' other than ne\\ r nited Stat :-:; rl rca-;ury funds, al­
t h ugh the pe; rcentage of the der citf- of inuhidual participating countrie. that 
('il. ll thu~ be tinanc d \\ill 'ary gn atly from country to conut\Y. 

Tl!P r l taclwd table al. 0 f'how the e. timated deficits and surplm;f'S (Jf the parti-
ipnting countries "ith nonparticipating countri :-; outside the \Y est rn Hcmi­

:pht re. The PxecutiYe branch ba" not requested any authorization to co,·er the 
1 art1ei}lating countrieH' deficit~ "ith this ar a except for a ccrtaiD portiou in the 
l'a,· of hizone Germanv. 

Tl <' uaturP of a deficit balance on current account can be briefly tated in the 
f~)ll O \\ ing t rm.. Tra1 ~actio11 s bl't,ween a particular country and other countries 
. ueh u .... ill port: a11ci exports of mercbaudi.e and sen ices, earnings of iHtPre"'t, 
:tlllt)r t iza t iou, diYidends and profit. , and transfer of remittances, are cw:;tomarily 
n•garde>ci a" "o!l current account." TheRe tran. actions re, ult in payments and 
n·<·~ ipb. If a partirular country'. · r ceipt~ from foreign countries are smaller 
than it:-; payment~; to for ign conn triPs within a certain period, it has incurred a 
d ticit on ClllT<'nt account. It can oulv incur such a deficit if it has re ·erveR of 
gold, forPign exchan~(l or oth 'r foreig;n 'a.·set. which are used to . ttle the deficit, 
nr if it rrcrin's cr dits or grants, or if for ignerR make uew inve trnents within 
that cuuntrv. 

An (>,tim-ate of a deficit in a particular country's balance of payments for a 
futur · p riod should uot be r ·gardcd primarily as a forecast. Rather, it is a 
nH·u ' UI"l' of the country's need for outside assL tance to supplem ut use of its own 
r<>. ourc< sin achieving certain level. of consumption and investment. The deficits 
in the balances of paym nts of countrif. participating in the proposed European 
rPCO\ ery program, a:-; estimaGed by the executive branch, arc the m asureR of 
tlwir f'. t rnal ueeds for maintenance of tolerable living standards and achieve­
llH'nt of s lf-.·upporting cconomie .. 

.. TOTI<;.- Atteution i. directed to the fact that the individual country balances 
in the attached tabl s have not been adjusted for changes in export and import 
pri(·, . . a11cl in freight ratf' , that may occur during the period. Such adjuRtments 
ha ,. been confined to th combined balances of all the participating countries. 
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Estimated surplus ( +) or deficit (-) of ERP countries on current nccount with total 
Western Hemisphere, by country and by period, 1948-52 

[In millions of dollars] 

I 

Total, 
April- April 

Grand Country June 1948-49 1948- 1949-50 1950-51 1951-52 
1948' June total 

1949 . 
1. Austria _________________________________ -43 -151 -194 -200 -167 -152 -713 
2. Belgium-Luxemburg __ ----------------- -106 -439 -545 -372 -311 -246 -1,474 
3. Belgian dependencies ___________________ +·'5 +21 +26 +11 +7 +11 +M 
4. Denmark _______________________________ -30 -162 -192 -14~ -128 -119 -582 5. Ireland _________________________________ -30 -121 -151 -122 -117 -107 -497 
6. Franc~- -- ------------------------------ -310 -1,090 -1.400 -778 -493 -25~ -2,924 
7. French dependencies ___________________ -29 -134 -163 -111 -90 -.50 -414 
8. G reec~ ____ ______________ - -- _- - - - ---- -- - - -37 -157 -194 -115 -87 -77 -473 9. Iceland ________________________ _________ -2 -10 -12 -9 -9 -8 -38 

10. Italy ___________________________________ -197 -780 -977 -759 -615 -562 -2, !ll~ 
11. Netherlands _______ ____________________ _ -155 -659 -814 -616 -583 -499 -2,512 
12. Dutch dependencies ____________________ - 6 -45 -51 +33 +39 +55 +76 
13. Norvvay ________________________________ -14 -76 -90 -68 -49 -27 -2:34 
14. PortugaL ___ _________________ ------_--- -19 -55 -74 -38 -32 -24 -HI 
15. Portuguese dependencies ________________ -------- +3 +3 -1-2 +8 +5 +18 
16. Svveden ______ _______________ __ __________ -10 -65 -75 +13 +60 +78 +711 
17. Switzerland ____________________________ -l-6 '-l-20 +26 +23 +29 +22 +100 
18. Turkey ____ _______________________ ____ __ +7 -5 +2 -10 -6 -4 -18 
19. United Kingdom _______________________ -567 -1,923 -2,490 -1. fi59 -1,341 -1,26.5 -6, G5fJ 
20. British dependencies ___________________ +50 +260 +310 +284 +333 +380 +1,307 

Germ:my: 
21. Bizone _____________________________ -165 -750 -91.5 -708 -486 -390 -2,499 
22. French zone ________________________ -15 -66 -81 -78 -74 -77 -310 
23. Saar ________________________________ -2 -9 -11 -14 -14 -14 -53 
24. Combined balance on current account 

(at July 1,1947, prices) ________ _______ 
25. Adjustment for savings in dollar ship-

-1,669 -6,393 -8,062 -5,334 -4,126 -3,323 -20,845 

ping services b ___ ___ _____ ___ ___ __ _____ +10 +90 +100 -l-134 +811 +30 +~iiO 
26. Total adjusted for savings on shipping __ -1,659 -6, ~03 -7,962 -5,200 -4,040 -3, 293 -20, 4\J.S 
27. Adjustment for higher prices c _________ ( -115) ( -450) -565 -395 -3~!) -291 -1,590 
28. Adjusted balance (upper level) ____ _____ -1, 774 -6,753 -8,527 -5,595 -4,379 -3,584 -22,0 5 
29. Adjustment for lower prices and lower 

freight mtes ____ _________ __ ___________ C-1J5 C-150 C-565 d+J42 8 -578 l +916 +1. 071 
30. Adjusted balancr (lower level) ___ . ______ -1,774 -6,753 -8,527 -5,058 -3,462 -2,377 -l!.l, ·124 
31. R~ra~il~:s~j-~s_t:_~ ~~~~~~=~~ _<~~ _ ~~1!~~~~ _ { -1.8 -6.8 -8.6 -5.1 -3.5 -2.4 -19.4 

to to to to to to to 
-1.8 -6.8 -8.6 -5.6 -4.4 -3. G -22.1 

Estimated surplus ( +) or deficit (-) of ERP countries on current account with 
United States, by country and by period 

rin millions of dollars] 

Total, 
April to April Orand Country June 1948-49 1948 to 1949-50 1950-51 1951-52 totul 1948 June 

1949 
--

1. 1\ustria--------------------------------- -33 -107 -140 -144 -116 -99 -490 
2. Belgium Luxemburg ___________________ -80 -318 -398 -238 -167 -131 -93 
3. Belgian dependencies ___________________ +5 +22 +27 +16 -l-12 +Hi +70 
4. 

J)enrnark _______________________________ -18 -74 -92 -57 -45 -43 -2:37 
5. Ireland _________________________________ -10 -46 -56 -35 -22 -14 -127 
6. 

France _________________________________ -255 -903 -1,158 -673 -500 -321 -2,(iD5 
7. French dependencies ___________________ -20 -74 -94 -50 -37 -2 -1113 
8. 

Ctreece __________________________________ -31 -100 -131 -76 -57 -4 -:H2 
9. Iceland _________________________________ -1 -7 -8 -7 -6 -5 -2H 

10. 
Italy _________ _______ _________________ __ -149 -584 -733 -566 -480 -1R:3 -2, 2h2 

11. Netherlands ____________________________ -96 -382 -478 -321 -28:J -2·1R -l,!l:lO 
12. J)utch dependenries ____________________ +12 +51 +63 +2~ +231 +212 +711 
13. Norvvay ________________________________ -7 -fi2 -59 -46 -27 -7 - l!l!l 
14. PortugaL __________ _________________ ___ -10 -33 -43 -18 -12 -3 -7fi 
15. Portuguese dependencies _______________ -------- +5 +5 +6 +11 +8 +30 
16. Svvedrn ____ _____________________________ -7 -39 -46 -7 +26 +Hi +18 
17. Switzerland ____________________________ +3 +9 +12 +10 +19 +20 +III 
18. 1'urkeY--------------------------------- +3 -2 +1 -4 -2 -2 -7 

For footnotes referred to by letter symbols in above table, sec J)agn headed "Notes." 
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Estimated surplus ( +) or deficit (-) of ERP countries on current account with 
United States, by country and by period-Continued 

[In millions of dollars] 

Total, 
April- April 

Country June 1948-49 1948-
1948 June 

1949 

19. United Kingdom _______________________ -241 -891 -1,132 
20. British dependencies ___________________ +70 +300 +370 

Germany· 
21. 

Bizone _____________________________ -134 -585 -719 
22. French zone ________________________ -13 -33 -46 
23. 

Saar ________________________________ -2 -7 -9 
24. Combined balance on current account 

(at July 1, 1947, prices) ________________ -1,014 -3,850 -4,864 
25. Adjustment for saving in dollar ship-

ping services b ________________________ +10 +90 +100 
26. Total adjusted for savings on shipping ___ -1,004 -3,760 -4,764 
27. Adjustment for higher prices o __________ -84 -328 -412 
2. Adjusted balance (upper level) _________ -1,088 -4,088 -5,176 
29. Adjustment for lower prices and lower 

freight rates __________________________ (0-84) ( 0 -328) 0 -412 
30. Adjusted balance (lower level) __________ -1,088 -4,088 -5,176 

{ -1.1 -4.1 -5.2 
31. Range of adjusted estimates ____________ to to to 

-1.1 -4.1 -5.2 

1949-50 1950-51 

-692 -551 
+323 +373 

-535 -373 
-68 -59 
-15 -14 

-2,965 -2,079 

+134 +86 
-2,831 -1,993 

-284 -241 
-3,115 -2,234 

d+28 e+257 
-2,803 -1,736 

-2. 8 -1.7 
to to 

-3.1 -2.3 

1951-52 

--
-510 
+421 

-322 
-65 
-15 

-1,570 

+30 
-1,540 

-207 
-1,747 

f+422 
-1,118 

-1.1 
to 

-1.7 

Grand 
total 

---
-2,885 
+1,487 

-1,94 
-23 
-5 

9 
8 
3 

-11, 4i8 

+350 
-11,128 

-114 
-1,227 

+29 
-1,083 
-10.8 
to 

-12.3 

Estimated surplus ( +) or deficit (-) of ERP countries on current account with other 
western hemisphere, by cou·ntry and by period 

[In millions of dollars] 

. Total, 
April- April Grand 

Country June 1948-49 1948- 1949-50 195Q-51 1951-52 total 
1948 June 

1949 . --- ---
1. Austria __ _____________________________ - - -10 -44 -54 -56 -51 -53 -214 
2. Belgium-Luxemburg ___________________ -26 -121 -147 -134 -144 -115 -540 
3. Belgian dependencies ___________________ -------- -1 -1 -5 -5 -4 -15 
4. I>enmark _______________________________ -12 -88 -100 -86 -83 -76 -345 
5. Ireland _________________________________ -20 -75 -95 -87 -95 -93 -3i0 
6. France -55 -187 -242 -105 +7 +71 -269 
7. French d.ei>eD.-cieiicies ~ = = = = = = = = = = = = == = = = = -9 -60 -69 -61 -53 -48 -231 
8. Greece ___________________________ _______ -6 -57 -63 -39 -30 -29 -161 
9. Iceland _________________________________ -1 -3 -4 -2 -3 -3 -12 

10. Italy __________________________________ _ -48 -196 -244 -193 -135 -79 -651 
11. Nether lands_ -59 -277 -336 -295 -300 -251 -1,182 
12. I>utch depentlencies== = = = = = = = = = = = = = = = = = = -18 -96 -114 -199 -192 -187 -692 
13. Norway ________________________________ -7 -24 -31 -22 -22 -20 -95 
14. Portugal ________________________________ -9 -22 -31 -20 -20 -21 -92 
15. Portuguese dependencies _______________ -------- -2 -2 -4 -3 -3 -12 
16. Sweden____ _ ___________________ -- __ ---- -3 -26 -29 +20 +34 +33 +58 
17. Switzerland ____________________________ +3 +11 +14 +13 +10 +2 +39 
lR. Turkey ______ _________________________ __ +4 -3 +I -6 -4 -2 -11 
19. United Kingdom ---------------------- -326 -1,032 -1,358 -867 -790 -755 -3,770 
20. British dependencies ___________________ -20 -40 -60 -39 -40 -41 -180 

Germany: 
21. Bizone _____________________________ -31 -165 -196 -173 -113 -68 -550 
2'' -· French zone ________________________ -2 -33 -35 -10 -15 -12 -72 
23. Saar ___ ______ _____________________ __ 

-------- -2 -2 +1 -------- +I --------
:.!4. Combined balance on current account 

(at July 1, 1947, prices) __ -- ----------- -655 -2,543 -3,198 -2,369 -2,047 -1,753 -9,367 
~5. Adjustment for higher prices __ __ _______ -31 -122 -153 -111 -98 -84 -446 
21i. Adjust d balance (upper level) ___ ______ -686 -2,665 -3,351 -2,480 -2,145 -1,837 -9,813 
27. Adjustment for lower prices and lower 

freight rates e __ ------- -- - -- - ---------- (e-31) (o-122) 0-153 d+l14 e+321 f+494 +776 
28. Adjusted balance (lower level) __________ -686 -2,665 -3,351 -2,255 -1,726 -1,259 -8,591 

Range of adjusted estimates ____________ { 
-0.7 -2.6 3.3 -2.3 -1.7 -1.3 - .6 

29. to to to to to to to 
-0.7 -2.6 3.3 -2.5 -2. 1 -1.8 -9.8 

For footnotes referred to by letter symbols in above table, see page headed "Notes." 

6~082-4~--14 
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Estimated surplus ( +) or deficit (-) of ERP countries on cunent account with olhPr 
nonparti6pating areas, by country and by period 

[In millions of dollrm) 

I 

Total, 
April- April Granrl Country June 1948-49 1948- 1949--50 1950-51 1951-52 

1948 Junt' total 
Hl19 

]. Austria ____________________________ _____ -17 -84 -101 -55 -32 +5 -18~ 

2. Belgium-Luxembourg ___ __________ ----- -16 -82 -98 -75 -59 -53 -2R:'i 
3. Belgian dependencies ______________ ___ -- -------- -------- ---------- -1 +2 +1 +2 
4. Denmark _______________________ -------- -18 -54 -72 -28 +5 -l-23 -7~ 

5. Irelancl . ___________________________ --- - - -8 - 34 -42 -41 -39 -40 -1112 
f\. France_ ------------------------------- -95 -236 -3:H -266 -272 -160 -1.029 
7. French dependencies ____________ ____ _ -- -5 -27 -:32 -35 -33 -43 -1-t:l 
8. Greece ___ ______________________________ -7 -59 -6n -42 -33 -36 -177 
9. Iceland __________________ _______________ -1 -2 -3 -2 -------- ---- -5 

10. ltGly __ -------------------------------- -8 -45 -.'):3 +67 +115 +227 +31ifl 
11. Nether lands ______________ ________ __ __ __ -24 -106 -130 -62 -46 -24 -21)2 
12. Dutch dependencies ___________ _____ ___ _ -11 -44 -.5.5 -44 +26 +19 -.54 
13. Iorway -------------------- ------ ----- -14. -48 -62 -44 -29 -27 -1112 
14. Portugal ________ _______________________ - -4 -19 -23 -12 -17 -20 -72 
].5. Portuguese deprmdoncies _______________ +7 +33 +40 +12 _J_2S +29 +129 
16. Sweden -------------------------------- -17 -f\8 - 5 -43 -21 -,1 -l.j4 
17. Switzerland _____ __ _____________________ +19 +33 +.'i2 +41 +50 +Ill +21~ 
18. Turkey ------------------------------ +4 +113 +n7 +30 +31 +28 +J;)(\ 
19. United Kingdom ___ ---- -- ------------ - +172 +816 +9 8 +937 +94() +9m +:3.8:!-t 
20. British dependencies ____ _______________ -50 -204 -251 -207 -225 -22a -!JO!J 

Germany: 
21. B izone ______ ________________ ------- -41 -267 -30 -222 -277 -265 -1,072 
22. French zone ________________________ -3 1") - ., -16 -22 -24 -20 -S2 
2:3. Saar ----------- -------------------- -1 -.5 -6 -8 -8 -9 -'H 
24. Combined halance on current account 

(at July 1. 1947 prices) ________________ -138 -452 -590 -102 +88 +446 -lf)g 
25. Adjusted for higher prices _______ _______ -42 -179 -221 -180 -183 -172 -7.'ili 
26. Adjusted balance (upper level) ______ ___ -180 -631 -811 -282 -95 +274 -(Jl-t 
27. Adjustment for lower prices and lower 

frPight rates • ------~ -- - -- --------- (c-42) (c-17P) (c-221) d-41) e+l67 '+~27 +2fi7 
28. Adjusted balance (lower level) -180 -631 - 811 -118 +255 +~~., +1m t/.) 

Range of adjusted estimates ____________ { 
-0.2 -0.6 -0.8 -0.1 +O.a +0.8 +O.l 

29. to to to to to to to 
-0.2 -0.6 -0 8 -0.3 -0.1 +O.a -0.!1 . 

Total estimated surplvs ( +) OT deficit (-) of ER P rovntries on current accounts a 

by country and by peTiod 1948-1.952 

[In millions of dollars] 

Tobl, 
April- April Oran1l 

Country June 194 - 19 194'1- 1949-50 1950-51 1951 52 total 
Hl48 June 

HH9 
-- -- - - - ,--

1. .~ustria _________________________________ -60 -235 -295 -2.55 -](}!) -117 - Hfi 
2. Belgium-Luxemburg ___________________ -122 -521 -643 -447 -370 -299 - 1, 7ii!l 
3. Belgian dependencies ___________________ +5 +21 +26 +10 +D +12 +iii 
4. l)enrnark _______________________________ -4S -216 -2M -171 -123 -!Jil -fi.'ll 

5. Ireland ________________________________ _ -38 -155 -193 -163 -156 -147 - !\!i!l 
6. France _________________________________ -405 -l, 326 -1,7:31 -1,044 -71\5 -41:~ -:l,!J!i:l 

7. French dependencies ___________________ -34 -l(il -195 -146 -123 -93 -fi!i7 
8. Ctreece __________________________________ -44 -216 -260 -157 -120 -11:3 -1\,'iO 
9. Iceland _________________________________ -3 -12 -15 -11 -9 -8 -13 

10. Italy _______________ _______________ _____ -205 -825 -1,030 -n92 -500 -3:35 -2, fi.17 
11. Netherlands ____________________________ -179 -765 -944 -678 -629 -52:3 -2,774 
12. l)utch dependencies ____________________ -17 -89 -106 -11 +6.5 +74 +"') --
13. Norway ------------------------------- -28 -124 -1.52 -112 -7R -,11 -~fl{\ 

14. PortugaL __________________ : ___________ -23 -74 -97 -.'\0 -49 -44 -240 
15. Portuguese dependencies __ ___ __________ +7 +~ll +43 +34 +36 +34 +147 
16. 

Sweden _________________________________ -27 -133 -11l0 -30 +39 +73 -78 
17. Switzerland ____________________________ +25 +53 +7 +64 +79 +98 +319 
18. 1rurkeY-------- ------------------------- +n +5 +69 +20 +25 +24 +138 

For footnotes referred to by letter symbols in above table, see page headed "Notes". 
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Total estimated svrphls ( +) or deficit (-) of ER P CO?tniries on current account a 

by country and by period 1948-1952-Continued 

[In millions of dollars] 

Total, 
April- April 

Grand Country .Tune 1948-49 1948- 1949-50 1950-51 195H52 
1948 June total 

1949 

.. 
19. rnited Kingdom _______________________ -395 -1,107 -1,502 -622 -395 -302 -2,821 
20. British dependencies ___________________ -------- +56 +so +77 +108 +157 +398 

Germany: 
21. Bizone ______________________________ -206 -1,017 -1,223 -930 -763 -655 -3,.571 
22. French zone. ________________________ -18 -79 -97 -100 -98 -97 -392 
2:l. ~nRr _________________________________ -3 -14 -17 -22 -22 -23 -84 
24. Combined balanct> on current account 

(at July 1,1947 prices) b ______________ -1,807 
2.1. Adju~tment for savings in dollar ship-

-6,845 -8,652 -5,436 -4,038 -2,877 -2,100 

ping service __________________________ +10 +90 +100 +134 +86 +30 +350 
21i. Total adjusted for saving on shipping __ -1.797 -6,755 -8, .''i52 -5,302 -3,952 -2,847 -2,065 
2i. Adjustment for higher price~ e __ . _______ -157 -629 -786 -575 -.''i22 -462 -2.346 
2 .. Adjusted halance (upper level). ________ -1,954 -7,384 -9,338 -5,877 -4,474 -3,310 -2,299 
29. Adju:tment for lower prices and lower 

· freight rates __________________________ (e-157) (e-629) (c-786) d+126 e+74'i 1+1,243 +1.~28 
30. Adju.·ted balance (lower len!) __________ -1,954 -7,384 -9,338 -5,176 -3.207 -1,604 -1.932 
31. Range of adjusted estimates (in billions { ~2.0 -7.4 -9.3 -5.2 -3.2 -l.n -19.3 

to to to to to to of d.ollars) ____________________________ 
-2.0 -7.4 -9.3 -5.9 -4.5 -3.3 -23.0 

Estimated surhls ( +) or deficit (-) on C'Urrent accmmt of ERP countries, by 
country and area, April-June 1948 

[In millions of dollars) 

Country Total a 

1. Au:tria. ---------------------------------------- -60 
2. H,.lvium-Luxembourg _ ------------------------- -122 
3. Bd~i'ln rlependC'ncie --------------------------- +5 
4. I>,.nn1ark________________________________________ -48 
:i. Ireland_ _ ______ ------------------------------ -38 
II. FranrP _____ ---------------------------------- -405 
i. Fn·n<:h dC'p ndencies _ ------------------------- -34 
.. Grrrcr ------------------------------------------ -44 
9. IrPlflncl ___________________ -------·-------------- -3 

10. Itab· ________ ------------------------------ -205 
11. • Tl'lhPrlands _ ------------------------------ -179 
12. Dutch drprndencies __ ------------------------ -17 
1:~ .• 'orway. ______ ------------------------------ -28 
1-4. Portugal_ _ _______ ---·-------------------- -23 
ll'i. Port ugw.>sP dependencies._ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ + 7 
Hi •• wNlen __ _ _________ ------------------------- -27 
17 .• witzerland ------------------------------------- +25 
1s. 'I nrkry _ _ _ -------------------------- +11 
19. l'nitPcl Kingdom ---------------------------- -395 
20. British d(·prndencirs. --------------------------- ----------

Grrmam · 
21. B izo.nr. _ _ _ _ ______________ . _. _. ____ . _.-.-. -2on 
22. Frrnch zone ---------------------------- -18 
2:1. Saar _ _ .. _ _. ___ -.-.- .. -.-- -------- -3 
2L Comhinecl balance on currt>nt account (at July 

I, 1947 priers). _ __ _ _ _______ ·-------- -1,807 
25. Adjustment for savings in dollar shipping serv-

icc•s b _ 

21i. 'I otal acljustrd for sa~-ing~ onshipping~~~~~-~~~== 
27. Ar!ju~tmPnt for higher pri<:PS o __________________ _ 

2h. Adjusted halance . --------------------

+10 
-1,797 

-157 
-1,954 

Total 
Western 
Hemi­
sphere 

-43 
-106 

+5 
-30 
-30 

-310 
-29 
-37 
-2 

-197 
-155 

-6 
-14 
-19 

----------
-10 
+6 
+7 

-567 
+50 

-165 
-1.5 
-2 

-1,669 

+10 
-1,n.'i9 

-115 
-1, 774 

nited 
States 

-33 
- 0 
+5 

-18 
-10 

-255 
-20 
-31 
-1 

-149 
-9fi 
+12 
-7 

-10 
----------

-7 
+3 
+3 

-241 
+70 

-134 
-13 
-2 

-1,014 

+10 
-1,004 

-84 
-1,008 

Other 
Western 
Hemi­
sphere 

-10 
-26 

----~ -- --
-12 
-20 
-55 
-9 
-6 
-1 

-48 
-59 
-18 
-7 
-9 

-----------3 
+3 
+4 

-326 
-20 

-31 
-2 

---- ... -
-655 

-()5!) 
-31 

-6 6 

For footnotes rcferrNl to by l(•ttrr symbols in above table, see page headed "Notes." 

Other 
nonpar­

ticipating 
areas 

-11 
-16 

---------
-18 
-8 

-{).5 
-5 
-7 
-1 
-8 

-24 
-11 
-14 
-4 
+7 

-17 
+19 
+4 

+172 
-50 

-41 
-3 
-1 

-138 

- --------
-138 
-42 

-] 0 
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Estimated surplus ( +) or deficit (-) on current account of ERP countries, by country 
and area, fiscal year 194-8-49 

[In millions of dollars] 

Country 

1. Austria . ....... . __ .. ______ . ______________ . ____ ---
2. Belgium-Luxemburg_------- ---- -----------------
3. Belgian dependencies _______ -------------.----.--4. J)enmark _______________________________________ _ 
5. Ireland._ . _____________________________________ .. 

6. France .. -----------------------------------------
7. French dependencies ______ ._--._ . . ---.- .. -.------
8. Ctreece.------------------------------------------
9. Iceland. __________ - ___ ---_-----------------------10. Italy _________________________________ ____ _______ _ 

11. Netherlands .. ________ ----- ___ -.. _--.----.---- ... 
12. J)utch dependencies .. ______ . __ . ____ -------.---.-
13. Nor~ay __ __ _________________________________ ___ _ 
14. PortugaL .. __________ . ________ ---- __ ._.---.------
15. Portuguese dependencies ____________ _ ------------
16. s~eden _________________________________________ _ 
17. S~itzerland _____ ----- ___ . __________ .. _ -----------
18. 1'urkey __________ ____ ____ _______ ________________ _ 
19. United Kingdom._----------------- -------------20. British dependencies ____________________ ___ _____ _ 

Germany: 21. Bizone ____________ __________________________ _ 

22. French zone ... ------------------------------23. Saar ________________________________________ _ 
24. Combined balance on current account (at July 1, 

1947 prices) ___________________________________ _ 
25. Adjustment for savings in dollar shipping ser-

• b 
VICes .- -----------~---------------------------

26. 1'otal adjusted for savings on shipping __________ _ 
27. Adjustment for higher prices c __________________ _ 
28. Adjusted balance._. ____ . _______________ ----._--. 

1'otal a 

-235 
-521 
+21 

-216 
-155 

-1,326 
-161 
-216 
-12 

-825 
-765 
-89 

-124 
-74 
+36 

-133 
+53 
+58 

-1,107 
+56 

-1,017 
-79 
-14 

-6,845 

+90 
-6,755 

-629 
-7,384 

1'otal 
Western 
Hemi­
sphere 

-151 
-439 
+21 

-162 
-121 

-1,090 
-134 
-157 
-10 

-780 
-659 
-45 
-76 
-515 
+3 

-65 
+20 
-5 

-1,923 
+260 

-750 
-66 
-9 

-6,393 

+90 
-6,303 

-450 
-6,753 

United 
States 

-107 
-318 
+22 
-74 
-46 

-903 
-74 

-100 
-7 

-584 
-382 
+51 
-52 

- -33 
+5 

-39 
+9 
-2 

-891 
+300 

-585 
-33 
-7 

-3,850 

+90 
-3,760 

-328 
-4,088 

Other 
Western 
Hemi-
sphere 

-44 
-121 

-1 
-88 
-75 

-187 
-60 
-57 
-3 

-196 
-277 
-96 
-24 
-22 
-2 

-26 
+11 
-3 

-1,032 
-40 

-165 
-33 
-2 

-2,543 

----------
-2,543 

-122 
-2,665 

Other 
nonpar-

ticipating 
areas . 

-84 
-82 

----------
-54 
-34 

-236 
-27 

.-59 
-2 

-45 
-106 
-44 
-48 
-19 
+33 
-68 
+33 
+63 

+R16 
-204 

-267 
-13 
-5 

-452 

-----------452 
-179 
-631 

Estimated surplus ( +) or deficit (-) on current account of ERP countries, by 
country and area, fiscal year 1949-50 

[In millions of dollars] 

1'otal Other Other 
Country 1'otal a Western United Western nonpar-

Hemi- States Hemi- ticipating 
sphere sphere areas 

1. ilustria.----------------------------------------- -255 -200 -144 -56 -55 
2. Belgium-Luxemburg. ___ _______________________ _ -447 -372 -238 -134 -75 
3. Belgian dependencies .. __________________________ +10 +11 +16 -5 -1 
4. 

])enmark ________________________________________ -171 -143 -57 - 6 -2 
5. Ireland------------------------------------------ -163 -122 -35 -87 -41 
6. 

France ___________________________________________ -1,044 -778 -673 -105 -2fifi 
7. French dependencies. __ . ________________________ -146 -111 -50 -61 -35 
8. 

Ctreere ___ _______ __ ______________________ _________ -157 -115 -76 -39 -42 
9. Iceland·----------------------------------------- -11 -9 -7 -2 -2 

10. Italy ____________ -.-- ______________________________ -692 -759 -566 -193 +67 
11. Netherlands _____________________________________ -678 -616 -321 -295 -fi2 
12. J)utch dependencies .. ___ __________ . ________ . ____ -11 +33 +232 -199 -44 
13. Nor.vay ________________ ________________ _________ -112 -68 -46 -22 -44 
14. Portugal _________________________________________ -50 -3 -18 -20 -12 
15. Portuguese dependencies . __ . ___ . _____________ ___ +34 +2 +6 -4 +32 
16. s~eden -30 +13 -7 +20 -43 
17. s~itzerland~~~=:=======::==:======:=======:=====: +64 +23 +10 +13 +41 
18. 1'urkey --- ---- -------------- --------- ----- ----- - +20 -10 -4 -fi +30 
19. United Kingdom ... _____ ___ . ___ . ___________ _____ -622 -1,559 -li92 - 67 +937 
20. Brit. ish dependencies _____________________________ +77 +284 +323 -39 -207 

Ctermany: 
21. B i-Zone ______________________________________ -930 -708 -535 -173 -222 

For footnotes referred to by letter symbols in above table, see page headed "Notes." 
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Estimated surplus ( +) or deficit (-) on current account of ERP countries, by 
country and area, fiscal year 194-9-50-Continued 

[In millions of dollars] 

Total Other Other 
Country Total a 

Western United Western nonpar-
Hemi- States Hemi- ticipating 
sphere sphere areas 

Germany-Continued. 
:?2. French Zone _________________________________ -100 -78 -68 -10 -22 
23. 

Saar _________________________________________ -22 -14 -15 +1 -8 
24. Combined balance on current account (at July 1, 1947 prices) ____________________________________ 
25. Adjustment for savings in dollar shipping serv-

-5,436 -5,334 -2,965 -2,369 -102 
ice b ___________________________________________ 

+134 +134 +134 ---------- ----------26. Total adjusted for savings on shipping ___________ -5,302 -5,200 -2,831 -2,369 -102 
27. Adjustment for higher prices c ___________________ -575 -395 -284 -111 -180 
28. Adjusted balance (upper level) __________________ -5,877 -5,595 -3,115 -2,480 -282 
29. Adjustment for lower prices and lower freight 

ratec; 1 -------------------------------- +121'\ +142 +28 +114 -16 
30. Adjusted balance (lower level) __________ -------- -5, 17t~ -.'5,058 -2,803 -2,255 -118 

j -5.2 -5.1 -2.8 -2.3 -0.1 
31. Range of adjusted estimates (in billions of dollars)_ to to to to ton 

l -5.9 -5.6 -3.1 -2.5 -0.3 

Estimated surplus ( +) or deficit (-) on current account of ERP countries, by 
country and area, fiscal year 1950-51 

[In millions of dollars) 

Country Total a 

1. 
Austria __________________________________________ -199 

2. Belgium-Luxemburg _____________________________ -370 
3. Belgian dependencies _______ --- _______ - __________ +9 
4. 

I>enrnark ________________________________________ -123 
5. Ireland __________________________________________ -156 
6. France ___________________________________________ -765 
7. French dependencies _____________________________ -123 

Greece __________ -------------------------------- -120 
9. Iceland. _________________________________________ -9 

10. ItalY--------------------------------------------- -500 
11. "'etherlands _____________________________________ -629 
12. Dutch dependPncies ________ --- __________________ +65 
13. Norway ---------------------------------------- -78 
14. Portu!!aL __ ------------------------------------ -49 
1.'5. Portuguese dependencies _____________________ - __ +36 
16. Svveden ----------------------------------------- +39 
17. Svvitzerland ___________________ ------------------- +79 
18. Turkey ---------------------------------------- +25 
HI. United Kingdom. _______________________________ -395 
20. British dependencies _____________________ _______ +108 

Gcrrnnny: 
~1. 

Bizone _______________________________________ -763 
22. French zone _________________________________ -98 
~3. Saar .. _ --- ------ -------------------------- -22 
24. Combined balance on current account (at July 1, 

1947 prices) ___ ----- - ----------------- -4,038 
25. Adjustment for savings in dollar shipping serv-

. b +86 ICeS ___ . _____ -- --- ------ -------------
26. Total adjusted for savings on shipping ___________ -3,952 
27. Adjustment for higher prices o ------------------ -522 
28. Adjusted balance (upper level) _____ --------·---- -4,474 
29. Adjustment for lower prices and lower freight 

rates d ___________ ------------------------- +745 
30. Adjusted balance (lower level). ----------------- -3,207 

Range of adjusted estimates (in billions of dollars)_ { 
-3.2 

31. to 
-4.5 

Total 
Western 
Hemi­
sphere 

-167 
-311 

+7 
-128 
-117 
-493 
-90 
-87 
-9 

-615 
-583 
+39 
-49 
-32 
+R 

+60 
+29 
-6 

-1,341 
+333 

-486 
-74 
-14 

-4,126 

+86 
-4,040 

-339 
-4,379 

+578 
-3,462 

-3.5 

-4.4 

United 
States 

-116 
-167 
+12 
-45 
-22 

-500 
-37 
-57 
-6 

--180 
-283 
+231 
-27 
-12 
+11 
+26 
+19 
-2 

-551 
+373 

-373 
-59 
-14 

-2,079 

+86 
-1,993 

-241 
-2,234 

+257 
-1,736 

-1.7 

-2.2 

Other Other 
Western nonpar­
Hemi- ticipating 
sphere areas 

-51 -32 
-144 -59 

-5 +2 
-83 +5 
-95 -39 
+7 -272 

-53 -33 
-30 -33 
-3 ----------

-135 +115 
-300 -46 
-192 +26 
-22 -29 
-20 -17 
-3 +28 

+34 -21 
+10 +50 
-4 +31 

-790 +946 
-40 -225 

-113 -277 
-15 -24 

---------- -8 

-2,047 +88 

---·------ ----------
-2,047 +88 

-98 -183 
-2,145 -95 

+321 +167 
-1,726 +255 

-1.7 +.3 

-2.1 -.1 

For footnotes referred to by letter symbols in above table, see page headed "Notes." 

• 
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E stimated s1aplus ( +) or deficit (-) on currP.nt arrmmt of ER P rovntriP.~, hy 
co1mtry and aren, fiscal yenr 19.51-.52 

[In millions of dollars) 
-----------------------------------------,------~-------,,-----~--------

1 Total I 
\Vrstern 
Hemi­
sphere 

Country Total e. 
rnitcd 
• tatcs 

Other 
\Vestern 
H emi­
sphere 

Oth•T 
nonpar­

ticipating: 

------------------------------------------1------------------------l--------l-------
1. 1\ustria ______ ___ ____ __ __________ ________ ________ _ 

2. Belgium-Luxemburg - - ------- - - - -- - --------
3. Belgian dependencies ___________________________ _ 
4. Denmark ______ __ __ ______ _____ ____ ____ __ ________ _ 

5. Ireland __ -- - - - - --- - -- -------------- - -- - --- - ------6. France ___ ___ ____ __ _____________ __ __________ _____ _ 
7. French dependencies. ___________ ____ _______ __ --
8. Greece -- - - --------- ----------- - - - ---------------9. Iceland ___ ______ ___ _____ __ __ ________ __ _____ _____ _ 

10. Italy _ --- - - ---- -- ---- -- - -------- ---- - -- ----- - ----11. ~etherlands ___ __ ________ ___ ______ ___ __ _________ _ 
12. Dutch dependencies --- - -------- - --- - -- - -- - -- -- -
13. Norway __ .-- -- ---- - -- - -- - -- - ----------- -- -------14. PortugaL_. __ ____ __ . _____ _______ ____ ____ _______ _ 
15. Portuguese dependencies -- - - - --- - -- - ------- -
1fJ. s,veden ----- ---- - - ----- -- - -------------- - -----17. Switzerland ... _____ ______ _________________ ----. _ 
18. Turkey _______ __ ______ ______ _________ ___________ _ 

19. United Kin?:dom. . ----------------------------
20. British dependencies ----- - --- - --------------- - -

Germanv: 21 . Bizonc ____ _____________ _____________________ _ 
22. French zone ____ _____ ______ ___ _____________ _ 

23. Saar ------- -- - - - - ---------------------------
24. Combined halance on current account (at July 

1, 1947, prices) . - -- ------- - -- - ----- ------------
25. Adjustment for saYings in dollar shipping serv-

ices b ----- --- - -- --------- - --- -- ---------- - -- --
26. Total adjusted for savings on shipping ______ ____ _ 
27. Adjustment for higher prices e -- - ------------- - -
28. Adjusted balance (upper level) ______________ _ 
29. Adjustment for lower prices and lower freight 

rates b ------ - - -- ---------------- - ----- - -- - ----30. Adjusted balance (lowrr level) _______________ __ _ 

31. Range of adjusted estimates (in billions of dollars) { 

-147 
-299 
+12 
-9fi 

-147 
-413 
-93 

-113 
-8 

-335 
-523 
+74 
-54 
-44 
+34 
+73 
+98 
+24 

-302 
+157 

-()55 
-97 
-23 

-2, 77 

+30 
-2, 47 

-46.'3 
-3,310 

+1, 243 
-1 , 604 

-1.6 
to 
-3.3 

-1.'52 
-246 
+11 

-119 
-107 
-253 
-50 
-77 

-5fi2 
-499 
+55 
-27 
-24 
+5 

+7 
+22 
-4 

-] . 2()5 
+3 0 

-~90 
-77 
-14 

-3, 323 

+30 
-3.293 

-291 
-3.584 

+916 
-2. 377 

-2. 4 
to 
-3. 6 

I 

-99 
-131 
+!.5 
-43 
-14 

-324 
-2 

-4 
-!) 

-4 3 
-24 
+242 

-7 
- 3 
+8 

+45 
+20 
-2 

-510 
+421 

-322 
-6.5 
-15 

-] , 570 

+30 
-1.540 

-207 
-1. 747 

+422 
-1.11 

-1.1 
to 
-1.7 

For footnotes referred to by letter symbols in above talJle, see page headed ":'\otcs." 

NOTES 

-.53 +.'i 
-115 -53 

-4 +I 
-7G +23 
-93 -10 
+71 -lfl() 
-48 -4::! 
-29 -3fi 
-3 . ---. 

-79 +227 
-251 -24 
-1 7 +HI 
-20 -27 
-21 -20 
-3 +29 

+3:3 -!i 
+2 + iii 
-2 +2 

-75.'i ...L lJfi3 
-41 -2:.!:! 

-f) -2fl.'i 
-12 -20 
+I -0 

-] ' 753 ;--111l 

-1,7.53 
- 4 

-1, 37 

+404 
-1,259 

-1.3 
to 
-1.~ 

+44fl 
-172 
+274 

+327 
+77:! 
+ 0. 

to 
+o.3 

E'\PLAN'ATORY OTES FOR TABLES SHOWJNG EST1:MATED srRPLT' S <+J OR DEfiCIT (-) 01<' ERP CO I' !';TI'H. ~ 
ON CTTRRENT ACCOT" T 

e. Total equal" halance with "Total ·western Hemisphere" plu~ halanc(' with "Othrr Honptu-ticipating 
areas''; excludes halanee with other participating countries and balance hch' t•cn partidpat ing country 
and its dependencies. 

b Estimated dollar savings re ulting mainly from recommended temporary transfer of up to 300 add itionnl 
bulk cargo carrier<; on bare-boat chartrr basis. 

o Calculated for "United States" and "Other nonparticipating areas" on hnsis of 7.."i pcrc<'nt pri<·<· risP of 
imports (fi percent for "Other W estern Hemisphere") as against 5 percent pric rise of exports since July I, 
1947. 

d ralculated for "United State<;" and "Other nonpartiripating area<;" on hasis of July 1, Hl17, pri<-P for 
imports and exports, and a 10 percent decrease in ocean freight rates sinre July 1, 1917; for "Othrr WP. It•m 
Hemisphen' " on basis of 2.5 percent price decline for imports, July 1, 1947, priel' lor exports, and a 10 pen·Pnt 
decrca<>e in ocean freight ratrs since July 1, 1947. 

e Calculated for "United States" and "Other nonpartiripatinr areas" on hasi~ of 7.5 percent pnet' 1lre!int• 
for imports. 5 pt•rccnt price dcclinr for exports, and 10 percent d<>er<>ase in occ:m frci11ht rates sim•p .July I, 
1947; for "Other WestPrn Hemisphere" on h11sis of 10 percent price decline for imports. 5 percent pri<'l' dr ·lin· 
for exports, and 10 percent decrease in ocean freight rates sincr July 1, 1947. 

t Calculated for "C"nited States'' anct "Other nonparticipating areas" on hasis of lf• p<'rer.nt J•ri<·1• dt>dirw 
for imports and 10 percent decline for exports, anrl a 10 percent dccrcasr in ocean freight rnt<>s sitH't' .July I, 
1947· for "Other Western Hemisphere" on hasis of 17.5 prrcent pric cleelinr for imports, 10 pert'l'llt pri<•t• 
decline for exports, and a 10 percent decrease in ocean freight rates since July 1, 1947. 

NoTE. Figures showing range of adjusted estimates to the nrar .st hundred million dollars for fiscal yrar 
1949-.50,1950-51, and 1951- 52 (lint> 31 in the at.ta heel tahles) will not nN•t•ssarily nd<l across to total lwc·nuse 
of rounding. DifYrrenc sin rounding also account for discn•pnneit s lwtwt•<•n tlw rnugr t•st imatps in tiH 
attached tabl<•s and those contained in the pamphlet OullirH' of a Enropt•.nn RPvocery Program. Thl' 
unrounded <lata in millions of dollars in the attached tahles correspond with those in the Outline of :1 Euro­
pean Recovery Program. 
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~1r. JoNKMAN. If the State Department under bill H. R. 4840 is 
going to meet the CEEC requests in full or practically so, will we not 
be allowing Europe to build up by separate nations, an unbalanced 
export program as against an integrated \Vestern European progra1n? 

An1bas ador Do-cGLAS. I would not think so, Congressman. 
~Ir. JoNK~IAN. For instance, I brought out on ::\Ionday five nations, 

the l~ nited I\:ingdom, Norway, 8\Yeden, France and Denmark who 
had already reroYered their 1938 industrial output schedule. The 
an ·wer i that might not be enough because for instance the l}nitcd 
Kingdon1 has lost an invisible income of a not incon iderable amount. 
I think it must run in the neighborhood of $1,500,000,000 or $2.-
000,000,000 becau e I hc~ard you say this morning that that is what is 
allo\Yed for the United ICingdom in 1947-48 schedule. 

If the United l{ingdom is going to be permitted to make that up by 
exports, at whose expense is it going to be done and what correlation 
is there going to be between the development of other countries? 

Ambassador DouGLAs. Obviously the only way in which the 
~nited I(ingdom ran make up the losses which she has suffered during 
the w·ar is by the restoration of a productive area in southeast Asia, 
and by an increase in her productive capacity. 

The mere fact that her industrial production has increased, in 
order to compensate the loss does not mean there necC'ssarily need 
be any great impact of that industrial production on other nations 
becau e there is a constant shifting of the area of production and the 
types of things that are being produced. 

For example, Britain is one of the leaders today in the production 
of certain types of high precision instruments. After all, Congress­
man, the market place in which I place a great deal of confidence is 
orw of the most automatic adjustments tliat the mind of man bas 
yet. been able to develop. 

:i\fr. ,JoNKMAN. "\Vho programs all the exports under bill H. R. 4840? 
... \.n1bassaclor DouGLAS. From where? 
~1r. JoNKMAN. Fron1 here, under the Marshall plan, who progran1s 

tlwrn '? 
Arnbas ador DouoL.\S. First of all, there is the problem of dPter­

minincr in respect to foodstuffs, that a.mount which will be available 
for Pxport, and that amount which will be retained for domestic 
con. tnnption. That function is dischargrd by the Department of 
Agricul tun~. 

--:\Jr. ,JoNK:\IAN. I understand that you, with our help, are going to 
let the la\\' of upply and demand or the mnrl-rt prier decide who i .. 
going to progrc s 1nost under this progran1 of the 16 European 
c·ountries'? 

An1ba sador DouGLAS. I am saying, Congressman, that these par­
ti ·ipnting European countries have to submit themselves to the market 
pri · •, o far as their export ar concerned. 

~fr. ,Jo KMAN. I repeat, if you are going to make up the deficit that 
the United I{ingdorn has lost, by loss of its invisible incon1e, that she 
had far Inore than any other country of that, are not things going to 
g t ut of balanc , and will we not g t the blaine for it? Also, are you 
not getting right bacl- to the 1938 situation and the struggle for trade 
upr •1nacy a.nd all its cons quences? 

• 
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Ambassador DouGLAS. I doubt it very much. The alternatives, 
Congressman, must be viewed too. What happens to the United 
Kingdom if she does not develop? 

Mr. JoNKMAN. Of course, the answer to that might be in the 
question, What has she done up to this time? Has she done any 
worse since the exhaustion of her $3,000,000,000 loan? 

Ambassador DouGLAs. It has not been exhausted yet, but there 
has certainly been a reduction in the ration in Britain since the crisis 
began to develop in August. 

Mr. JoNKMAN. Well, she has improved her coal output, has she 
not, since this spring? 

Ambassador DouGLAS. She has. 
Mr. JoNKMAN. And she has been very leery about using any of the 

$3,750,000,000 since that time, has she not? 
Ambassador DouGLAS. She has. 
:Nir. JoNKMAN. What is the difference? 
Ambassador DouGLAS. She has been compelled to reduce the food 

ration, and she has drawn down on her reserves at an extraordinarily 
rapid rate. Now there comes a time when those reserves are com­
pletely exhausted and then, Congressman, what happens? 

Mr. JoNKMAN. My point is what occurs because of certain influence-­
or what cause brings what effect. Now the United R.ingdom began 
to feel that her credit was running out under this $3,000,000,000 loan, 
so she has reduced her luxury imports, has she not? 

Ambassador DouGLAS. Yes. She has imposed a very, very heavy 
tax on movie imports, but, Mr. Congressman, the total net drain in 
dollars on account of American movies displayed in England is ap­
proximately $60,000,000 a year. I do not say that is not worth saving 
to the United Kingdom but it is a mere drop in the bucket. If you 
are talking a.bout exhaustion of the British loan, I can give you orne 
figures of a different order of magnitude. 

11r. JoNKMAN. Do you not think \Ve should have an independent 
administrator to curry out this program? 

Ambassador DouGLAS. I agree completely with the bill which is 
before you, in that it contemplate3 the setting up of an independent 
administrator, but it does not conte.mplate that the administrator will 
have the authority to allocate that amount of foodstuffs that will be 
made available for exports and that amount whi h will be maintained 
in the United States. It does not contemplate that ach of th ~ c ·ro­
taries have the power to issue export licenses. Those authorities nre 
now in other agencies of the Government and it does conten1plate 
that insofar as foreign policy is concerned he takes his guidance and 
direction from the Secretary of State. However, this is an independ­
ent administration that is being established and the administration 
has to be fitted into the established agencies of government, with the 
authorities which they possess, unless of cotrrse it would be the desire 
of Congress to repose in the administration charged with the rc ponsi­
bility of the European recovery program all the powers that have to 
do with the internal economy of the United States. 

Mr. JoNKMAN. After all, does it not require sound business sagaeity 
and management as opposed to good fellow and good neighbor policies? 

Ambassador DouGLAS. Congressman, it requires a man of extraor­
dinary ability, broad business experience, wisdom, prudence, and 
eourage. This has to be done in a businesslike way that will com-
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mand the confidence of the Congress and of the people of the United 
States. 

Mr. JoNKMAN. Except in rare occasions where a vital foreign policy 
of the Government might be involved, he should be permitted to go 
ahead on his own. 

Ambassador DouGLAS. He should be permitted to conduct his 
operations except insofar as the internal economy of the United 
States and all of the authorities possessed by other agencies that 
have to do with it are concerned, and except insofar as questions of 
foreign policy are concerned. 

11r. JoNKMAN. That does not permit the administrator even to 
program the European needs? 

An1bassador DouGLAS. It is contemplated under the bill that the 
administrator shall review the requests received from abroad, shall 
review and determine them. 

11r. JoNKMAN. Is his the final determination? 
An1bassador DouGLAS. Yes. It is always subject to the other 

agencies of Government having to do with the internal economy of 
the United States and always subject to the foreign policy of the 
United States. 

~lr. JoNKMAN. It con1es back to the State Department? 
Ambassador DouGLAS. As far as foreign policy is concerned, but I 

would point out to the Congressman that the Administrator has no 
authority over the internal economy of the United States and that 
an1ount which shall be made available for export. He has to take 
the allocations made for that purpose by another agency of the 
Government that is charged with that responsibility . 

... 'Ir. JoNKMAN. Assuming that is true, we also have to take the 
advice and instruction of the State Department as to where he puts 
it, and \vhat country he favors. 

Ambassador DouGLAS. No, he does not, not necessarily. If the 
ecretary of State felt that a certain act should be taken which was 

beneficial to the foreign policy he would so inform the administrator. 
Or the Secretary of State might feel that a certain program contem­
plated was contrary to the interests of the foreign policy of the United 

tates, and the Secretary would under the language of the act be in a 
po ition to intervene and to prevent that act from being taken unless 
of course the administrator would disagree with the Secretary of 

tate, in which event if he were a strong man and the kind of man who 
has to bo selected to administer this program, he appealed to the 
Pre idcnt of the United States. 

1'1r. VoRYS. Would the gentleman yield? 
11r. J ONKMAN. I will be glad to yield. 
11r. VoRYS. I think it would be a splendid thing just as a suggestion 

if this Administrator had the background for instance, of having been 
budget director, president of a foreign university, president of a great 
in urance company, and having had some familiarity with the incep­
tion of this plan, and Ambassador to the Court of St. James. 

Ir. BLOOM. Are you talking about Ambassador Douglas? 
11r. VoRYs. I was sp aking purely theoretically about so1neone who 

had that particular set of qualifications. 
Ambassador DouGLAS. It is a hypothetical personality unknown to 

anybody in this room. 
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Mr. VoRYS. Any resemblance to any Jiving person is purely 
coincidental. 

Ambassador DouGLAS. I am delighted that he is a hypothetical 
person, because if he was not a hypothetical person he would have 
some remarks to make in rebuttal. 

Mr. JoNKMAN. I would have liked to have had this break-down 
country by country earlier. Perhaps I should defer it until a time 
when l\fr. Thorp again takes the stand but because of your intimate 
a.nd broad knowledge of European affairs, I would like to question 
vou on it some\vhat. 
~ On Monday it was agreed that of the 16 countries, 7 countries at 
least could be eliminated, as far as grants were concerned. Tho e 
seven countries were Ireland, Iceland, Portugal, Switzerland, Turkey, 
Sweden and France. 

Ambassador DouGLAS. France I think \Vas not one. I was not 
here, Mr. Congressman, at the time. 

Mr. JoNKMAN. I did not intend to mention France. I will repeat 
them: Ireland, Iceland, Portugal, Switzerland, Turkey, Norway, and 
Sweden. 

Anywav, that does not concern you particularly because you ay 
you \Vere~ not there. ~1r. Thorp admitted that be felt they hould 
be eliminated as far as grants are concerned. We then came to the 
question of Denmark. 

Ambassador DouGLAS. 1\fay I ask 1Ir. Thorp if be would like to 
say something just on that point? 

l\1r. THORP. I just would like to say, :\Ir. Jonkman! I think if we 
eheekccl the record we would find there was no firm and flat adnlis­
sion, because I do not think one can make nn absolute judgment on 
these matters, but I did state that it was in my judgment a vr-ry n•al 
possibility. 

1\Ir. JoNKMAN. I think with reference to one or two, you ~ aid 
"Probably they should be excluded fron1 any grants." 

However, when ~~e came to Denmark I called attention to thr fac·t 
that Denmarl~ had reached its prewar industrial production - that is 
for 1938-and also its prewar agrieultural production, I beli<'V<'. I 
\vas not so surr about that. The opinion at that tirnr wns th l t 
DPnmark should not be oxrluded as the other scv 1 had lwcn. 

i'T ow l am reliably informed by an offirial of the lT ni L('(l Stn t. -.· 
GoYernment who tall\:ed with a hiih official of the Dm i. h Go\ l'l'n lWllt 

la t fall in Denmark, and when that Danish officit.l wa a k('d "\rc•ll, 
do vou expect to come in under the :\fur hull progr•tm," the an:'Wt>r vu. 
"vV ell, we did not expect to. We arc in ouncl financial rondit.ion, 
our credit is good and we did e.~peet to float a privatt• loan in the 
lTnitecl States whirh we think we can do. However, all tlH.' otlH'rs 
arc coming in and we might as well get our "hare." 

Have you had any knowledgl' of the roHditi ns in DPnnlnrk as to 
·whether Denmark should be favored ·with grant -i1 -aid'? 

Ambassador DouGLAs. I an1 orry I will havt~ to beg ofl' on thnt 
question because I do not know about thl' in tl'rnnl eeon mic and 
financial position of Denmark. 

ThPsr country-by-country report wrrc pr('pan'd hy t<'chni('nl 
committees and havp just been publi hcd. I hav<' not had an oppor­
tunity to examine each one of them. The only one that I lutvo tnh.•n n, 
hasty look at \vas the one covering the lTnitcd l\::ingdon1. 
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11ight I just make this observation: You referred to the fact that 
the industrial production in the United Kingdom was now above the 
prewar level. 

I presume you ·were referring to the total index of production, and 
in that connection it is significant and important to point out that 
agricultural production in the United I{ingdom-. and of course 
agricultural products are not exported-is approximately 30 to 33 
percent. higher than before the war. When one lifts the agricultural 

• produ tion out of the total index of;production in the United Kingdom, 
one gets a very n1uch smaller index of industrial production than the 
figure on their face would indicate to be the case. 
'"~Ir. JoNKMAN. I think my statistics came from the CEEO report, 

and I think the United Kingdom was about 2 percent above. 
An1bas ador DouGLAS. However, not 114 percent which one figure 

indicates which I have just seen. 
~Ir. JoNKMAN. That is wrong, the 114 percent. 
Ambassador DouGLAS. Insofar as industrial production is concerned. 
~Ir. JoNKMAN. If that supposition is true, do you think you ought 

to extend aid to those countries under those conditions? 
Ambassador DouGLAS. I think, Mr. Jonkman, to the fullest extent 

possible, the extension of credit to some countries, and to concerns 
\vi thin countries, should be made either through the private investment 
channels or by the International Bank which was established for that 
purpose. 

~1r. JoNKM.\N. Then the answer is "No"? 
A1nba.ssador DouGLAS. :\1v answer is "No." 
~Ir. tTONKMAN. \Vhat do you think of the stability of a loan that is 

n1ade under the first stated condition? It is a matter where \Ve have 
an invitation here, come one, come all, and while we do not need it, 
Wl' ·ould float the private loan and \Ve are going to take advantage 
of it. Do you think it offers a good basis for repftyment, and a feeling 
of obligation to repay? 

A1nbassador DouGLAS. I think it is a matter that has to be very 
carefully and industriously reviewed and screened by whoever is in 
<'httrge of the administration of this program. 

:\fr. ,JoNKMAN. Without casting any reflection on any of the 16 
<'Ountries, our past experience with foreign loans has not been so good. 
Tlwn' i one little country who has had a sound concept of its obliga­
tions and that is not one of the 16 at the present time. 

1\Inba ador DouGLAS. That raises a very complicated question. 
'on1P dl'faulted not because they \vanted to but because they had 

no choice. 
~1r. JoNKMAN. Is it not also true that if you take this plan in its 

o-pnernl a pect, these participating countries can be said to have been 
giYPn a certain consideration for coming in, and might they not at a 
ln kr date feel that that was sufficient consideration for what they 
r·eceivecl? 

In other words, if these seven countries as I have mentioned are 
just coming in to help the other countries, and not because we would 
hPlp them on their own, arc they not giving a consideration for what­
ever they get? 

Am ba ad or DouGLAS. I am not clear as to whether th 7 countries 
to which you have ref<'rrcd should be placed in that category, hut these 
16 participating countries 1nct to do certain things, and even though 
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some of them did not require credits-some of them can pay, appar­
ently, on the barrelhead and some of them can meet their requirements 
through the normal investment channels-they are nevertheless a part 
of this community and as you suggest, as recovery in the other coun­
tries proceeds general recovery and stability of the whole area 
advances. . 

More than that there have to be certain undertakings of a joint and 
cooperative nature, such as a hydroelectr· c development in which 
several of them-one perhaps can pay on the barrelhead-have an, 
interest in development. 

Mr. ~ToNKMAN. What do you know about the three countries, 
Belgium, Luxemburg, and the Netherlands, as to whether or not we 
should loan to them at the present time? 

Before you answer that will you answer this question: Should they 
receive grants in aid which are not expected to be repaid? 

Ambassador DouGLAS. I confess I have not examined the internal 
condition of these individual countries country by country with suffi­
cient care to give an answer to your question which would be a con­
sidered one. More than that, in these matters, the question of whether 
a country should receive a grant or whether it should receive a credit 
is a matter that must be determined, it seems to me, in the light of the 
evidence, and all the evidence, and the time the program of that 
particular country comes to the United States for final and definitive 
action. 

Mr. J ONKMAN. I have not discussed the United Kingdom to any 
great extent or France, but that leaves, with those and those I have 
already mentioned, Austria, Italy, and Greece. I would have liked 
to have seen that break-down but is it not true that the bulk of the 
grants will be to the five members; the United Kingdom, France, 
Austria, Italy, and Greece? 

Ambassador DouGLAS. To give an ill-considered answer; yes. 
Mr. JoNKMAN. Of course you would have 20 percent to 40 percent 

loans, so the bulk will be grants in aid. 
. Ambassador DouGLAS. That was the calculation made by the 

National Advisory Council. 
Mr. JoNKMAN. What effect do you think that is going to have on 

these smaller countries? They are going to feel that all they did 1 
receive a loan which had to be repaid while the bulk of the mon y is 
given to the larger countries in the nature of grants in aid. What is 
that going to do to the status of the loan? " 

Ambassador DouGLAS. There are some smaller countries in appar­
ently very sound financial condition. I cannot imagine there would 
be any particular resentment in a smaller country that is on a solid 
and sound position merely because it did not receive a grant, whereas 
another country, though it might be larger that was in a dilapidated 
and tattered state, did receive a grant. Indeed the smaller country 
might have a very great interest jn the recovPry of t.h Jnrger rountry 
because the larger country might provide a broad r n1arket for the 
smaller country which it could not enjoy with the larger country 
remaining in a depressed state. 

Mr. JoNKMAN. Let me remind you of a local relief experience that 
we have had right in this country when, for instance, people who had 
been frugal and had saved and had a home-which they could not 
eat-were refused relief when that was all they had, while people 
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who had been spending and who had been wasting received the best 
of everything. 

Do you remember the discontent that was caused by that, and 
would not it be human nature to have that same thing in Europe if 
we are going to give loans to some countries and grants to other 
countries? 

Ambassador DouGLAS. I cannot prophesy, Congressman, how these 
respective countries may respond. They have all joined the CEEC. 
They have all entered upon this cooperative undertaking, limited 
though some may believe it to be, they are all concerned with the 
recovery and stability of the general area. Their national security, 
too, rests in large measure upon the restoration of stability. 

1fr. JoNKMAN. I do not want to get argumentative, but I do not 
think we have to prophesy, we only have to go by experience and 
human nature. You know we are talking about calculated risks, but 
there is a risk in calculations too, that we should not have trouble 
with if we have past experience to guide us. I think we should look 
ahead and see where we will be 4 years from now. 

There is another question that bothers me, for institnce, In those 
three countries, Austria, Italy, and Greece, has anybody any reason 
to think that if the present Communist turbulance or interference 
continues that ·we will be any further at the end of 4 years with those 
countries than we are now at the end of 3 years? In other words, 
t.hat interference there is the sabotage of all effort and discourages all 
initiative because the people in those countries just do not know 
where they will be a year from now. 

Have we any reasonable expectation in those three countries of 
establishing the 1938 equilibrium, if they had it then? 

Ambassador DouGLAs. Restoring at least stability in the area, and 
not necessarily the 1938 level? 

!vir. JoNKMAN. Yes. 
Ambassador DouGLAs. I will make this observation, Congressman, 

and it is a considered one that I have no doubt that the interim-aid 
bill which the Congress passed, and the prospects that the Congr ss 
will approve a European recovery program, contributed incalculably 
to the determined resistance of the French Government against the 
recent endeavor on tho part of the Communists to interfere \vith the 
industrial and economic life of France through a series of strikes and 
thus perhaps to achieve power. 

1Ir. JoNKMAN. I am glad to hear that come from you. You have 
been on the ground and you know what is going on there. 

A1nbassador DouGLAS. I think that is a fair observation to make; 
1-fr. JoNKMAN. I thjnk the American people want some reasonable 

assurance of tho probable success of their efforts. 
I have one n1ore question, brought up at that discussion, this 

n1orning about the effect of our exports on the domestic price situa­
tion. It has been said in the past by the highest authority, for 
instance, that the high prices are caused by the higher living of the 
Am rican people, and in the same statement, an attempt has b en 
nwde to ascribe high prices to our foreign-aid program, but this state­
xnent is not borne out by the past. I would like to quote that from 
this angle: Supposing in our grain reduction we had 1 or 2 percent 
surplus, there would be no high prices merely because of scarcity, would 
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there, if we had 1 or 2 percent surplus? To make clear what I asl:, 
let me ask this question: 

The moment we ship abroad 5 percent, and we have a shortage of 
3 or 4 percent, there would immediately be a scramble, not to be 
caught in that shortage of 4 percent, or to catch those who have been 
caught short and sell them goods at increased prices. V\ ould that be 
true? 

Ambassador DouGLAS. A surplus presupposes that v.rhich is con­
sumed and that for which there is no demand. Now that which is 
consumed, and that for which there is a demand that is satisfied, is 
contingent on price. 

It is very much like a study I saw 14 or 15 years ago upon the capaci­
ity to produce in the United States. It was a fine tabulation and 
calculation but it completely ignored the price at which commoditie 
could be produced, so that the determination of surplus is related to 
the prices. 

l\1r. JoNKMAN. You do not answer my question. I would like to 
have an answer to the question now: As long as there is a 1 or 2 per­
cent surplus, we would have no increased prices because of threatened 
scarcity, except you could speculate that it might be wrong, but 
assuming that figure, you would not have that. 

Ambassador DouGLAS. Except as a surplus itself, if any, might 
be an incident of price mechanism. 

Mr. JoNKMAN. Under that condition if you exported 5 percent of 
your production in commodities, say wheat, you would immediately 
have a shortage, would you not, and that would cause a scramble for 
purchases, and, of course, raise prices; is that not true? 

Ambassador DouGLAS. It might have that effect. 
Mr. JoNKMAN. Would it not inevitably have that effect? 
Ambassador DouGLAS. It probably would have that effect; yes. 
Nir. JoNKMAN. Would it not inevitably have that effect? 
Ambassador DouGLAS. If the prices were such that people wanted 

to buy. 
Mr. J ONKMAN. I am not an economist, and I do not know much 

about the grain market-! am glad to say-but I have heard men 
who understood the grain market say that as much as 100,000 bushel 
shortage in one year in wheat or corn would have 9 or 10 tim th) 
impact such a thing should have in prices merely because th r was 
an estimated shortage. Would you agree to that? 

Ambassador DouGLAS. I should think I would, Congressman, ye . 
Mr. JoNKMAN. So after all our export program is the fly in th oint­

ment and is a serious impact on high prices, is it not? 
Ambassador DouGLAS. I do not think it is by any manner of mean 

the only factor. There are a whole variety of oth r factors. There 
is a tremendous a.mount of credit b ing built up or accun1ulatrd in 
the United States largely as a product of the \Var and other poliric . 

There are other things that have occurred in the Unit0d StatPs 
which have had their impact upon prices. The recovery progra~n for 
1948- 49 contemplates a snutller volurne of c~ ·port than the volumr 
of exports in 1947; a smaller volume of\ heat, a . nu1.ller volum<' of 
almost all commodities. Therrforc, under the European recovery 
program for the 15 months there houlcl be on1c relief a cornparcd 
with the preceding year. 

, 
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:\lr. ~JoxKMAN. I think that \Vould be true, but we had high prices 
last vear also and if instead of shipping 400,000,000 bushels of \Vheat 
to Europe, you kept them here and had a surplus, 'vhat \vould it do to 
your $3 wheat, if you could not dispose of it? 

Ambassador DouGLAS. I vvould imagine that there would be a 
complete depression of the market. 

1\Ir. JoNKMAN. You \vould not buy long? 
Ambassador DouGLAs. That is right. I \vould suggest, Oongress­

rnan, that possibly Secretary Anderson will testify before this com­
nlittee. If it is not contemplated that he do so, I refer you to his 
testimony before the Senate committee yesterday. 

~fr. CHIPERFIELD. 1fr. Ambassador, Dr. Eaton suggests we stop 
at 4 o'clock. If you can come back tomorrow· afternoon at 2 o'clock 
"~e will then have an opportunity to cross-examine you and finish up 
with the cross-examination. We will hear from Secretary Forrestal, 
I think, at 10 o'clock . 

.A.n1bassador DouGLAS. Thank you very much, Mr. Chairman. 
(Whereupon, at 4:05 p. m., the committee recessed to reconvene 

at 10 a.m., Thursday, January 15, 1948.) 

' 
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