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UNITED STATES FOREIGN POLICY FOR A POSTWAR 
RECOVERY PROGRAM 

TUESDAY, JANUARY 20, 1948 

HousE oF REPRESENTATIVEs, 
CoMMITTEE oN FoREIGN AFFAIRs, 

Washington, D. 0 .. 
The committee met at 10 a.m., Hon. Charles A. Eaton (chairman), 

presiding. 
Chairman EATON. The committee will be in order, and we will 

proceed. Mr. Ambassador. 

STATEMENT OF HON. LEWIS DOUGLAS, UNITED STATES AM .. 
BASSADOR TO GREAT BRITAIN 

:rv1r. DouGLAS. Mr. Chairman and members of the committee, may 
I first introduce into the record, if there is no objection, a statement 
which discloses the compass of the proposed commodities and services 
from the Western Hemisphere during a period of 15 months, which 
we are discussing? 

This, I would like to emphasize, is purely illustrative. It is no 
more than illustrative, for a number of different reasons. First, no 
calculation should prejudge the determinations of the Administrator, 
whoever he may be, when, as, and if he is appointed and confirmed 
by the Senate. Secondly, because, by the time the Administrator 
takes office, there may be a great many changes. I would like to 
emphasize that this is not and does not represent itself to be a final 
and definitive calculation. 

Chairman EATON. Will you furnish each member of the committee 
with a copy? 

Mr. DouGLAS. Yes. It shows the possible sources by which these 
imports will be paid for; that is to say, from the resources of each 
individual country. It shows the other sources from which the 
imports might be financed, and it shows the commodities that, as an 
illustration only, might be financed by newly appropriated United 
States funds. 

Together with that statement, I should like to introduce into the 
record a summary, or a recapitulation, of the longer document. 

Chairman EATON. Without objection, it is so ordered. 
(The documents referred to follow:) 

EUROPEAN RECOVERY PROGRAM 

ILLUSTRATIVE COMPOSITION OF IMPORTS OF COMMODITIES AND SERVICES FROM 
WESTERN HEMISPHERE, APRIL 1, 1948, THROUGH JUNE 30, 1949, AND POSSIBLI 
SOURCES AND DISTRIBUTION OF FINANCING 

The European Cooperation Administration will have to draw up programs of 
United States assistance to each participating country covering the commodities 
and services to be purchased in the Western Hemisphere and the manner in 
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which these purchases will be financed. Each country program will have to be 
coordinated with the country's tot al requirements and estimate¢ imports from 
areas outside the Western Hemisphere and with the amounts of financing avail­
able from sources other than new United StateL fund . 

The programs of United State a i tance for each country as they may be 
developed by the Administrator should not now be preiudged. Therefore, an 
accurate representation of a proaram for each country, reflecting it aggregate re­
quired imports from the V\7 estern Hemi phere and the ource of funds which will 
in fact finance each segment of these imports cannot now be made. A continuing 
process of adjustment will be necessary in order to take account of such factors 
as the success of the production effort by the participating countries, changes in 
world availabilities, price movements, supply and financial arrangement with 
nonparticipating countries, and the decisions of such agencies as the International 
Bank. . 

An illustrative program can, however, be drawn up which will be indicative at 
least of the country-by-country programs as they might be determined by the 
Administrator after he has considered all of the relevant factors. An example of 
such a program is set forth in the attached tabulation. 

It needs to be emphasized again that the di tribution of commodities by 
countries and sources of funds indicated in the accompanying tables is only an 
approximation of the program as it would actually be developed by the Adminis­
trator. Particular emphasis should be given to the fact that the amount shown 
in table 1, column 4, and in the corresponding columns of the individual country 
tables do not necessarily represent the amount which each country would receive 
in the form of direct assistance from the United tate , nor do they indicate the 
terms on which such appropriated funds would be advanced. Rather, they in(ii­
cate the dollar balance required to fill each country's total estimated required 
impcrt program from the Western Hemisphere (column 1), after deducting the 
dollar" ol tained from exports of goods and service (column 2) and after deducting 
sources of financing other than new United State funds (column 3). This 
balance of a particular country's dollar needs (shown in column 4) might in some 
instances be obtained indirectly through another participating country rather 
than directly from the United States. Various arrangements for indirect financing 
of this character could be made and might provide a fea. ible way to a ist the 
participating countries in overcoming some of the ob. tacles to increa ed trade 
among themselve . 

For example, bizonal Germany is expected to have a sub. tantial surplu. of 
exports over imports in its trade with some participating countries, and the 
latter must settle in dollars for a large part of their d bit balances wit.h th bizonc. 
In this way the dollar requirement of these participating countries arc increased 
(because they must pay dollars not only for their import from the Yv c. tern 
Hemisphere but also to settle their German accounts). On th other hanct, the 
bizone's n ed for direct dollar as istance would be correspondingly reduced 
(because it would receive dollars in addition to tho"'e obtained from it. exports 
to the Western Hemisphere hown in column 2). In circum .. tances lik these the 
Admini trator might find it de. irable to allocate funds appropriated for European 
recovery in such a way as to incr ase the direct as istance in the form of loan. 
or grants to one participating country over the amount of its W stern Ilcmisph 'rc 
deficit and corre pondingly reduce the direct as i. tance given to anot.h r partici­
pating country. Alternatively, the AdminiL trator might find it desirable to pnr­
cha e goods in one country for delivery to another, the tram.;;action b ing r corded 
as additional direct assistance to the receiving country. The exporting country' 
need for direct dollar assistance would be correspondingly reduced. In general, 
adju tments of this kind would he considered by the Admini... trator in the light 
of recommendations by the participating countries as a group acting through 
their continuing organization. uch adjustments would not incrc>a th total 
amount of assistance required but woulci only affect its di tribution b twc n 
countries. 

The country tables which are appended pre. ent for each participating country 
an illu trativ composition of its imports of goods from the \V "t rn II mi~phcrc 
and its net dollar payments, if any, for freight a.nd other in vil':libl items, for the 
period from April 5, 194 , through June 30, 194 . All values arr exprCRR d in 
terms of July 1, 1947, pric a. th adju, tment for higher prices is covered in the 
table on page 5. A distribution of the financing of the ' C imports and payments 
among the fol1owing source. of dollar fund. is shown: 

Column 2: Dollars earned bv each country from xports to thf' Western 
Hemisphere and net dollar receipts, if any, for ·hipping and other invisiblcs. In 
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the case of Portugal, the amount shown in column 1 includes an expenditure of 
Portugue e gold and foreign exchange holdings in an amount necessary to offset 
it deficit on current account. 

Column 3: Dollars obtained from such source a International Bank loans, 
private inve tment, exi ting credit of the Export-Import Bank, and · credit 
extended by participating countries having net dollar earning on current account 
to other participating countries. Credits or other assistance by other Western 
Hemi·-phere countrie areal o included in column 3. 

olumn 4: New United States fund for European recovery and for prevention 
of disea e and unre t in Germany (GARIOA) for which appropriations are being 
requested. A pointed out above, the amount in column 4 represent the deficit 
computed on July 1, 1947, prices with the We tern Hemisphere which it is neces-
ary to finance directly or indirectly with new United States funds and do not 

neces, arily repre ent the direct assi;stance in the form of grants and loans which 
will be extended to individual countrie . The adjustments for increased prices 
and 'aving~ on hipping mentioned in the table on page 5 will also have to be 
taken into account on a country-by-country basis. 

The table following recapitulates the country tables and presents a possible 
di.:tribution, by sources, of the financing of the total vVestern Hemisphere import 
program: 

TABLE !.-Recapitulation of tables showing illustrative composition of imports of 
commodities and services from, Western Hemisphere and possible sources and dis­
tribution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947 prices) 

Lin millions of dollars] 

Total 
imports 1 

Possible sources of financing 

Dollar 
earnings 2 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds a 

---------------------------1-----1----11----
ustria _______________________________________________________ _ 233 39 12 182 

Bell!ium-Luxcmburg ________________________ ---------- _ ----- __ _ 853 334 196 323 J)eninark __________ ______ _____ ________________________________ _ 237 45 28 164 l'rancc ____ ____ __________________________ ______ ________________ _ 
c~recce _____________________________ _____________ _____ _________ _ 1,931 369 128 1,434 

262 67 9 186 lcclan<L ______________________________________________________ _ 23 10 ---------- 13 
Ircluitd .••... --------------------------------------------------- 192 40 ---------- 152 Italy ________________ __________________________ ______ _________ _ _ 1, 160 1 3 10 869 
1 rethcrlands.-- __ - --------------------------------------------- 1, 136 271 160 705 N nray _____________________________________________________ _ 253 163 56 34 
PortugaL _____________ ---------------------------------------- 144 144 - -------- ...................... 

,wed en ___________ --------------------------------------------- 499 423 43 33 ' it:~:crland ___________________________________________________ _ 535 535 ---------- ----------
Turkey __ ------------- ----- ----------------------------------- 69 69 ---------- ----------United Kingdom ______________________________________________ _ 4, 311 2,133 418 1,760 
Germany: 

IiiZOJ1C ------- --------------------------------------------- 1,014 100 ---------- 914 
I'rcnch zone __________________________ ---------------------- 93 13 _____ , ____ 80 
, atlr _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _------------------ 14 3 ---------- 11 

~ot 1--------------------------------------- ------------- 12,959 4,941 1,158 3 6, 60 

1 Incln<ling net dollar payments for freight and other invisibles. 
t Indudinp; clrawings Clf $72,000,000 by Portugal on its g1ld anJ foreign-exchange resources. 
a 'I hi c0lumn include funds being requested by the Department of the Army for prevention of disease 

ancl unrest in Germany. A reconciliation with the $6,800,000,000 being requec;Led for the European recovery 
program is to l>' found on p. 5. 

'olumn 1 indicates that the r quired imports of the participating countries 
of goods and ·ervices from the \Ve tern Hemisphere during the 15 months, April 
1, Hl4 , through June 30, 1949, arc expected to amount to $12,959,000,000 (in 
t rrn:-; of July 1, 1947, prices). This total, after deducting $1,146,000,000 of 
payment for net fr ight and net other invisibl , equals th total commodity 
import' of $11,813,000,000 shown in the summary balance of payment tabl on 
pag' 97 of the committee print of the Outline of a European Recovery Program. 

Of this total, it is estimated that the participating countries will fillance 
$4,941,000,000 from their dollar earnings from exports to the '\.Yestern H mi-

69082- 48--20 
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sphere and other dollar receipts (and, in the case of Portugal by drawing down 
gold and foreign-exchange holdings) .1 

Sources other than new United States funds are expected to finance, in terms 
of July 1, 1947, prices, $1,158,000,000 of the total.2 It is proposed that the bal­
ance of $6,860,000,000 be financed by new United States funds appropriated for 
European recovery and to the Department of the Army for prevention of disease 
and unrest in Germany (GARIOA). The following table presents a reconcilia­
tion of this balance with the authorization of $6,800,000,000 requested for Euro­
pean recovery: 
Goods to be purchased in Western Hemisphere with new United States 

funds (at July 1, 1947, prices) (column 4 of recapitulation) ____________ _ 
Adjustments: 

Add adjustment for price increases 1
--------------------- $482 

D d . h' . 2 100 e uct savmgs on s 1ppmg ----------------------------

Adjusted cost of commodities and shipping services to be pur-
chased in Western Hemisphere with new United States funds 3 __ _ 

Authority to obligate funds for procurement of items to be delivered in subsequent years ______________________________________________ _ 
Uncovered deficit of bizonal Germany with nonparticipating countries 

outside the Western Hemisphere 4 _______________________________ _ 

$6, 860 

382 

7, 242 

200 

200 
---

Total being requested for European recovery program and by 
Department of Army for Germany (GARIOA) _ --------------­

Deduct appropriations being requested by Department of Army for pre-
vention of disease and unrest in Germany (GARIOA) ___ -------------

7, 642 

822 
---

Total requirement for first 15 months, European recovery pro-gram ___________________________________________________ _ 
Authorization requested for European recovery program (preceding line 

in rounded amount) _________________ ------ ________________ ------

6, 820 

6, 800 
1 This figure is equivalent to the adjustment for higher prices of $565,000,000 shown in the summary balan~ 

of payments table, page 97 of the Outline, after eliminating that portion of the increase attributable to 
"Sources other than new United States funds," such as the International Bank, and to Portuguese cash 
purchase. 

2 See p. 92 of the Outline. These are savings possible if additional temporary transfers of bulk-cargo 
carriers are made. 

a This entry and the following entries in the reconciliation are shown in the tables on pages 108 and 109 
of the Outline and explained in the accompanying text, pp, 107-109. 

• See footnote 2, table 17. 

The distribution by sources of financing in the following country table has 
been made according to the following principles: 

1. Financing which might be forthcoming from sources other than new United 
States funds has been spread over commodities for the purcha e of which it is 
thought most likely that loans and credits might be granted. Much i as igncd 
to the category "Other imports," which includes heavy and specializ d quip­
ment and important industrial raw materials, and additional large smms arc 
allocated to bread and coarse grains, fats and oils, sugar, meat, and cofT , for 
which oth-er Western Hemisphere countries might extend commodity credits or 
make other arrangements to assist the participating countries. 

2. It is assumed that new United States funds will be used, in the first instance, 
for "selected" commodities. 

3. Dollar earnings of the participating countries are assigned to the remaining 
Western Hemisphere requirements. 

In this connection, it should be pointed out that the category "Other im­
ports" is made up principally of important raw materials and manufactured 
goods, which in almost all cases are as important to conomic r covery as the 
selected commodities. On many of these commodities studies of r quir rncnt 
and availabilities are being prepared, but a mi cellaneous category will always 

1 Sec The E';Iropean Recov<>ry Program- Country Sturlirs, Table II A. The sum of total rxports to tho 
Western Hrm1sphcre and, where positive, of "Net freight" and "Net other invisibles" is the figure shown 
in column 2 of the attached country tables. 

2 International Bank, private investment, existing Export-Import Bank credits, dollar crrrlits by pnr­
ticipating countries, and credits or other assistance by other Western IIemisphere countriPs. 'l'hPSP sourcl'S 
are expected to finance $1,228,000,000 in currrnt prices. This figure is equivalent to the flguro of $1,2 li,OOO,OOO 
shown in the committee print of the Outline of European Recovery Program, p. 108, aftrr dNiuc-t.ing the 
item of $85,000,000 representing purchases on cash basis (here included in column 2) and auding credits of 
$28,000,000 by participating countries to participating countries. 
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be nece sary, since trade between advanced industrial countries involves thou­
sands of individual products. Preliminary indications of the values of some of 
the most. important items in the category are given in footnotes to the tables. 

It is recognized and, indeed, emphasized that the following tabulation is only 
illustrative and that the actual pattern determined by the Administrator might 
vary markedly from the one outlined here. It may, however, be useful in clarify­
ing and delineating the problems which will be encountered in initiating the 
program and in adjusting it continuously to changing conditions. 

TABLE 2.-Austria-Illustrative composition of imports of commodities and services 
from Western Hemisphere and possible sources and distribution of financing, Apr. 
1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

Import 

[In millions of dollars] 

Total 
imports 

Possible sources and distribution 
of financing 

Austrian 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Brea~grai~s------------------------------------------- 36.3 ------------------------ 36.3 
Coars~grains ... ---------------------------------------- 4.4 ------------------------ 4.4 
Fats and oils------------------------------------------- 12.5 ------------ ------------ 12.5 
Oil cake________________________________________________ 1.6 ------------ ------------ 1.6 
Sugar·------------------------------------------------- 5.4 ------------ ------------ 5.4 
11eat--------------------------------------------------- 8.8 ------------ ------------ 8.8 
])airy products----------------------------------------- 4.1 ------------ ------------ 4.1 
])ried fruit--------------------------------------------- 1. 5 ------------ ------------ 1. 5 
Coffee ... ----------------------------------------------- 4.0 ------------ ------------ 4.0 
Otherfoods.------------------------------------------- 6.3 ------------ ------------ 6.3 1-----------1-------- 1---------

Subtotal.---------------------------------------- 84.9 ------------------------ 84.9 
Tobacco ... --------------------------------------------- 2.9 ------------ ------------ 2.9 
Cotton·------------------------------------------------ 21.6 ------------ 4. 7 16.9 
Ag:i~ultural ~achinery _ ------------------------------- 1. 6 ------------ ------------ 1. 6 
};I!Ining machinery------------------------------------- · 5 ------------ ------------ · 5 
Iron and steel: Scrap iron______________________________ 2. 0 ------------ ------------ 2. 0 
Trucks_ ----------------------------------------------- 3.8 ------------ ------------ 3.8 
Steel equipment .. -------------------------------------- 4.2 ------------ ------------ 4.2 
Timber equipment..----------------------------------- 4. 0 ------------ ------------ 4. 0 

~~tc~i~b~~r;r~~~::================================== 61:b -------39~o- --------7~5- 2o:~ 1------- 1--------
Total commodity imports------------------------ 193. 2 39.0 12.2 142. 0 

Netfreight -------------------------------------------- 40.0 ------------------------ 40.0 
Other dollar payments--------------------------------- ------------ ------------ ------------ ------------

Total•------------------------------------------- 233.2 39.0 12.2 182.0 

1 Includes (in millions) copper, $6; chemical~, $16; hides and skins and leat!Jer, $1; wool, $1. . 
, In the case of Austria and all other countnes (except Portugal), the defiCit on current account w1th the 

Western Hemisphere equals column 1 minus column 2 or, alternatively, column 3 plus column 4. 
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TABLE 3.-Belgium-Luxemburg and dependencies-Illustrative composition of 
imports of commodities and services from Western Hemisphere and possible 
sources and distribution of financing, Apr. 1, 194-8, to June 30, 194-9 (at .July 1 
194-7, prices) 

fln millions of dollars] 

Import Total 
imports 

lBread grains ... ---------------------------------------- 7 . 1 Coarse grains._____________ ____________________________ 64. 9 
Fats and oils _____________________________ ------------- 22.2 
Oil cake________________________________________________ 28.1 
Sugar__________________________________________________ 15.3 
Meat. _______ . ________________________________________ . 13. 3 
Dairy products________________________________________ _ 26.0 
Driedfruit.------------ ------------- ----------- --------l{ice________________________________ ___________________ .8 
Coffee ______________________ --·------------------------ 15.3 
Other foods __ ----------------------------- _______ -----_ 16.8 

Possible sources and distribution 
of financing 

Belgium­
Luxemburg 

dollar 
earnings 

Sources 
other 

than new 
United 
States 
funds 

19.0 
9.5 

4.8 

4.8 

• Tew 
United 
States 
funds 

59.1 
5.'i.4 
22. 2 
2 . 1 
10.5 
13.3 
26.0 

10.5 
16.8 

1---------1---------1---------
Subtotal__________________________ ______ ___ _____ ZR1.6 

Tobacco_________________________________ _______________ 21.5 
Cotton____________________ _____________________________ 46.0 
Nitrogen.------ ----------------------------------- ----- .4 Phosphates . __________ .____ _________________________ ___ . 4 
Agricultural machinery ___________________ ------------- 5. 0 
Coal ___ ----- ----------------------------------'--------- 20.5 
Mining machinery ____ --------------------------------- 2. 9 
P.etroleum products.______________________________ _ __ _ 35. 2 
Timbpr___ ______ _______________________________________ 23.3 
Iron and steel: 

Finished. -- -------- -------------------------------- 19.3 
Crude and semifinished____________________________ 9. 4 

'frucks _________________ -----------------·------------- 21.8 
Steel equipment._______________________________________ 9.1 
Electrical equipment_ ___________ ---- ------------------- 6. 0 
Other imports 1 __ -------------------------------------- 293.0 

----

---- --- ---- - 38. 1 • 24 3. 5 
------------ ------------ 21.5 
------------ 27.9 18.1 
------------ -----·-----· .4 
------------ ------------ .4 
-------- ---- 5. 0 ---.-------. 
------------ ----------·· 20.5 
---------- . - 2. 9 ------.-.---

24.3 -------- --- 10.9 
23.3 ------------ ------------

------------ 15.7 
5.2 ------------

----------·- 21. 
----------- - ~ 1 
---------- - 6.0 

223.2 69. R 

3.6 
4.2 

Total commodity imports________________________ 79.5. 4 276.0 196.3 323. l 
~et freight________________ __________ ___________________ 16.0 16.0 
Other dollar payments _____ ---------------------_______ 42. 0 42. 0 

1----~~-1---------
Total____________________________________________ 853.4 334.0 196.3 323. l 

1 Includes (in millions) machinery and transportation equipment and technical apparatus, $115; ch!'mi· 
cals, $29; lead, $13; zinc, $7; wool, $15. 
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TABLE 4.-Denrnark-IlltJ.strative composition of imports of commodities and 
services from Western Hemisphere and possible sources and distribution of 
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

[In millions of dollars] 

Import 

~~~~-~e ~:;s_--~============ = == = = = === == = = = == = === == === = == Fats and oils ________________ ---------------------------
Oil cake ___ -_--_--- __ -- ______ -_--- ----------------------J)riedfillit ____________ ___ ___ __________________________ _ 
Rice __________________________________________________ _ 
Coffee __________________________ _______ ________________ _ 
Other foods ___________________________________________ _ 

Total 
imports 

0.5 
33.0 
8.8 

42.2 
.4 
.2 

20.0 
2.1 

Possible sources and distribution 
of financing 

Danish 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

4.8 

4.8 

New 
United 
States 
funds 

0.5 
33.0 
8.8 

37.4 
.4 
.2 

15.2 
2.1 

Subtotal_________________________________________ 107.2 ------------ 9.6 97.6 
Tobacco________________________________________________ 7. 5 ------------ ------------ 7. 5 
Cotton_________________ _________________ ___________ ____ 6. 9 ------------ ------------ 6. 9 
.. Titrogen_______________________________________________ 1. 6 ------------ ------------ 1. 6 
Potash _________________________________________________ ------------ ------------ ------------ ------------
Agricultural machinery________________________________ 7. 9 ------------ 7. 9 ------------
Coal_____________________________ ___ _____________ ______ 10.9 ------------ ------------ 10.9 
~Iiningmachinery __ __________________ __________ ------ ------- ----- ------------ ------------ ------------
Petroleum products------------------------------------ 29.2 15.8 ---- --- ----- 13.4 
Timler.----------------------------------------------- 3. 7 ------------ ------------ 3. 7 
Iron and steel: 

Finished___________________________________________ 15.8 ------------ 6.0 9.8 
Crude and semifinished ____ -- ---------------------- ------------ ------------ ------------ ------------
Pigrron____________________________________________ .5 ------------------------ .5 
Iron ore-------------------------------------------- ------------ ------------ ------------ -- ----- --- --

Trucks_______________ _________________ _________ ___ ___ __ 11.2 ------------ ------------ 11.2 
~teel equipment ______ ___ ____________ ------------------ . 5 ------------ ------------ . 5 
Electrical equipment___________________________________ . 5 ------------ ------------ . 5 
Other imports------------------------------------------ 13.5 8.8 4. 7 ------------

Total commodity imports___ __ ____________ _______ 216.9 24.6 28.2 164.1 
Net freight_ __________________ -------------------------- ------------ ------------ ------------ ------------
Other dollar payments_________________________________ 20.0 20.0 ------------ ------------

Total-------------------------------------------- 236.9 44.6 28.2 164.1 
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TABLE 5.-France and dependencie.~--illustrative composition of imports of com­
modities and services from Western Hemisphere and possible sources and distri­
bution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

Import 

[In millions of dollars] 

Total 
imports 

Possible sources and distribution 
of financing 

French 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains_------------------------------------------ 115. 7 ------------ 11:8 103.9 
Coarse grains__________________________________________ 66.1 ------------ 9. 5 56. 
Fats and oils_------------------------------------------ 76.9 ------------ 28.6 48.3 
C>il cake________________________________________________ 20.8 ------------ ------------ 20.8 
Sugar__________________________________________________ 19. 8 __________________ --- _ _ _ 19. 8 
Meat _______________________________ ------------------- . 8 ------------ ------------ .8 
Dairy products________________________________________ 26.7 ------------ ------------ 26.7 Eggs_ _ ___ . _ _ _ __ _ __ _ __ __ _ _ __ __ _ __ _ ____ __ ______ __ ___ ____ 1. 8 _ ____ __ ___ _ _ _ __ _ _ _ ___ _ __ 1. 8 

Dried fruit--------------------------------------------- 2. 0 ------------ ------------ 2.0 
Rice·-------------------------------------------------- 4. 6 ----------- - ------------ 4.6 
Coffee__________________________________________________ 7. 6 ------------ ------------ 7.6 
C>ther foods ____________________________________ -------- 7. 4 ____________________ . _ _ _ 7. 4 

---------·1--------1-------1--------
SubtotaL____________________________ ____________ 350.2 ------------ 49.9 300.3 

Tobacco_______________________________________________ 18.1 ------------ ------------ 18.1 
Cotton_________________________________________________ 165.8 ------------ 9.5 156.3 
~ itrogen. _________________________ . _ _ _ _ __ _ __ __ _ _ ____ __ _ 11. 8 _ _ _ _ _ _ _ _ _ ___ _ ___ _ ___ _ ___ 11. 8 
Agricultural machinery-------------------------------- 59.7 --- - -------- ------------ 59.7 
Coal _______________ ----------------------------------- 206.2 ------------------------ 206.2 
Mining machinery------------------------------------- 10.7 ------------ ------------ 10.7 
Petroleum products------------------------------------ 146.5 ------------ ------------ 146.5 Timber. ____ . _____________________ ------_______________ 35. 6 _ _ _ __ __ _ _ _ _ _ 16. 0 19. 6 
Iron and steel: 

Finished.------------------------------------------ 17.5 ------------ ------------ 17.5 
Crude and seruifinished____________________________ 10.0 ------------ ------------ 10.0 

Trucks_________________________________________________ 5. 5 _ __ ___ _ __ __ _ _ ____ _ ___ __ _ 5. 5 
Steel equipment________________________________________ 13. 8 _ __ _ _ __ __ __ _ _ _ _ __ _ _ ___ _ _ 13. 8 
'fim ber equipment_ ____________ . ____ .. __________________ 8. 9 _ __ __ __ _ _ ___ ___ __ _ _ _ ___ _ 8. 9 
Electrical equipment_ ___________________ ------_________ 10. 0 _ __ _ _ _ _ _ _ _ _ _ _ __ ___ . _ _ _ _ 10. 0 
C>ther imports~---------------------------------------- 504.2 275.7 52.2 176 3 

1---------1--------1--------1--------
Total commodity imports________________________ 1, 574.5 275.7 127.6 

Net freight_____________________________________________ 263. 0 
()ther dollar payments--------------------------------- 93.'l 93.0 

1,171. 2 
263.0 

J-----------I-----------1---------1---------
Total____________________________________________ 1,930.5 368.7 127.6 1, 434.2 

1 Includes (in millions) machinery, transportation equipment, and business machines, $173; chomicals, 
$43; copper, $19; lead, $9; zinc, $11; hides and skins, $32; wool, $26; cotton textiles, $31. 
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TABLE 6.-Greece-Illustrative composition of imports of commodities and services 
from TI'"estern Hemisphere and possible sources and distribution of financing, 
Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

Import 

[In millions of dollars~ 

Total 
imports 

Possible sources and distribution 
of financing 

Greek 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains ..... -------------------------------------- 47.4 ------------ ------------ 47.4 Coarse grains _____ --- _____ ._-.-------------------------- 4. 8 -- _ ___ _ _ _ _ _ _ _ __ _ _ _ _ _ _ __ _ 4. 8 
Fats and oils___________________________________________ . 8 ------------ ------------ . 8 
Oil cake.----------------------------------------------- . 6 ------------ ------------ . 6 
Sugar.------------------------------------------------- 16.6 ------------ ------------ 16.6 

teat ..... ---------------------------------------------- 8.8 ------------ ------------ 8.8 Dairy products ________ --------------------------------- 35. 4 ----------- _ _ _ _ _ __ __ _ _ __ 35. 4 
Eggs.-------------------------------------------------- .9 ------------ ------------ .9 
Rice . . ------------------------------------------------- .6 ------------ ------------ .6 
Coffee-------------------------------------------------- 2. 7 ------------ ------------ 2. 7 
Other foods.------------------------------------------- . 7 ----------------------- - .7 ------- --------Subtotal_________________________________________ 119.3 ------------ ------------ 119.3 
Cotton.------------------------------------------------ 6.5 ------------------------ 6.5 
1\itrogen ..... ------------------------------------------ 2.4 
A~cultural machinery __ ------------------------------ 7. 9 
Coal . . . ------------------------------------------------ .2 

------------ ------------ 2.4 
------------ ------------ 7.9 
------------ ------------ . 2 Petroleum products____________________________________ 8. 3 ------------ '------------ 8. 3 

Timber .... __ .......... __ . __ .-- .... --.------ ..... --.... 4. 5 ------------ ------------ 4. 5 Iron and steel: Finished________________________________ 7. 0 ------------ ------------ 7.0 
~rucks .... --------------------------------------------- 7.3 ------------ ------------ 7.3 
Timber equipment ... ---------------------------------- 1. 0 
El ctrical equipment___________________________________ 1. 0 
Other imports~---------------------------------------- 47.0 1------

------------ ------------ 1.0 
------------ --------- - -- 1.0 

37.7 9.3 ------------
Total commodity imports________________________ 212.4 37.7 165.4 

Net freight.. ... ---------------------------------------- 49.9 29.4 ------------ 20.5 --------1------ --------Total____________________________________________ 262.3 67.1 9.3 185.9 

1 Includes (in millions) machinery, parts, and accessories, $13; clothing, $12; chemicals, $7. 

TABLE 7.-lceland-Illustrative composition of imports of commodities and services 
from TVestern Hemisphere and possible sources and distribution of financing, 
Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

Import 

[In millions of dollars] 

Total 
imports 

Possible sources and distribution 
of financing 

Icelandic 
dollar 

earnings 

Sources 
other 

than new 
Unit<'d 
States 
funds 

New 
United 
Stat<'S 
funds 

Dread grains •.. ---------------------------------------· 1.5 ------------ ------------ 1.5 
Conrs grains ..... -------------------------------------- • 5 ------------ ------------ • 5 
}ats and oils.------------------------------------------ 1. 4 ------------ ------------ 1. 4 
Sng r .. ------------------------------------------------ 1.2 ------------ ------------ 1.2 
])ri><l fruit.-------------------------------------------- • 2 ------------ ------------ • 2 

offc ·------------------------------------------------- .7 ------------ ------------ .7 
Other foods •.•. ---------------------------------------- . 2 ------------ ------------ .2 1-------- --------Subtotal_________________________________________ 5. 7 ------------ ------------ 5. 7 
Tohacco ... --------------------------------------------- .1 ------------ ------------ .1 Nitrogen_______________________________________________ • 2 ------------ ------------ • 2 
Agricultural machinery __ ------------------------------ • 8 ------------ ------------ • 8 

oal . .• -- ---------------------------------------------- .9 ------------ ------------ .9 
P troleum products .. ---------------------------------- 1. 7 ------------ - ----------- 1. 7 
Timb r .... -------------------------------------------- 1.3 ------------ ------------ 1.3 
Trucks ..• ---------------------------------------------- 1.0 ------------ ------------ 1.0 
Other imports t __ --------;------------------------------

1 
____ 1_1_. O ______ 1_0_. O_ ------------ _______ 1._0 

Total commodity imports________________________ 22.7 10.0 ----------- - 12.7 

1 Includes (in millions) fishing and industrial equipment, $9. 



George C. Marshall Foundation, Lexington, Virginia

310 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

TABLE 8.-Ireland-Illustrative composition of imports of commodities and services 
from Western Hemisphere and possible sources and distribution of financing, 
Apr. 1, 1948, to June 30, 191,.9, (at July 1, 1947, prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
imports 

lBread grains---------------------------~--------------- 26.5 
<Joarse grains__________________________________________ 37.2 
Fats and oils___________________________________________ 3.1 
Oil cake________________________________________________ 1. 4 
Sugar_------------------------------------------------- 7. 2 J)riedfruit_____________________________________________ . 7 
<Joffee____ _ ____ ___ __ _____ _____ _ _ _ __ _ _ __ ____ _ _ _ __ _ ___ __ _ _ . 6 
Other foods __ ------------------------------------------ 1. 3 

Subtotal_________________________________________ 78.0 
Tobacco_______________________________________________ 8.3 
<Jotton_________________________________________________ 2.0 
~itrog~n----------------------------------------------- .4 
Agricultural machinery________________________________ 1. 6 
<Joal___________________________________________________ 11.2 
Petroleum products____________________________________ 13.0 
1rirnber________________________________________________ 7.1 
Iron and steel: Finished________________________________ 1. 6 
Trucks_________________________________________________ 1.9 
Steel equipment._------------------------------------- . 4 
Electrical equipment___________________________________ 1. 0 

Irish 
dollar 

earnings 

Other imports'---------------------------------------- 64.1 38.8 

Sources 
other 

than new 
United 
States 
funds 

1------1------1-------
Total commodity imports________________________ 190.6 38.8 

~etfreight.------------------------------------------·- 1. 7 1. 7 
1---------1---------

Total____________________________________________ 192.3 40.5 

' Includes (in millions) chemicals, $5; machinery and transportation equipment, $12. 

New 
United 
States 
funds 

26.5 
37.2 

3. 1 
1.4 
7. '!. 
.7 
. 6 

1:3 

7 .0 
8.3 
2.0 
.5 

l.G 
11.2 
13.0 

7. 1 
l.G 
1.9 
.4 

l.U 
25.3 

151.8 

151.8 
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TABLE 9.-Italy-Illustrative composition of imports of commodities and services 
from Western Hemisphere and possible sources and distribution of financing, 
Apr. 1, 194-8, to June 30, 194-9 (at July 1, 194-7, prices) 

Import 

[In millions of dollars] 

Total 
imports 

Possible sources and distribution 
of financing 

Italian 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains ... ---------------------------------------- 267.1 ------------ 23.8 243.3 Coarse grains___________________________________________ 26. 7 _ _ _ _ _ _ _ __ _ _ _ 9. 5 17. 2 
Fats and oils___________________________________________ 30.2 ------------ 9. 5 20.7 
Oil cake.----------------------------------------------- 4.1 ------------ ------------ 4.1 
Sugar .. ------------------------------------------------ 2.8 ------------ ------------ 2.8 1Ieat___________________________________________________ 7.0 ------------ ------------ 7.0 
Dairy products_________________________________________ 7. 2 ___________ - ________ ---- 7. 2 
Coffee .. ----------------------------------------------- 14.3 ------------ 4.8 9.5 Other foods. ________________________________ -----______ 10. 2 ___________________ -- _-- 10. 2 

1-----1 

Subtotal_________________________________________ 369.6 ------------ 47.6 322.0 
Tobacco________________________________________________ 4.5 ------------------------ 4.5 
Cotton.------------------------------------------------ 149.5 ---- -------- ------------ 149.5 
1\itrogen----------------------------------------------- 1.2 ------------ ------------ 1.2 Agricultural machinery________________________________ 5. 0 _ _ _ _ _ __ _ _ __ _ _ __ _ _ _ _ _ _ _ _ _ 5. 0 
Coal___________________________________________________ 88.0 ------------ ------------ 88.0 
Petroleum products------------------------------------ 61.2 ------------ ------------ 61.2 
Timber·----------------------------------------------- 13.8 ------------ ------------ 13.8 
Iron and steel: 

Finished___________________________________________ 6.9 ------------------------ 6.9 
Crude and semifinished____________________________ 8. 0 ------------ ------------ 8. 0 
Pig iron____________________________________________ . 9 _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ . 9 

Steel equipment________ ________________________________ 4. 5 ------------ ------------ 4. 5 
Electrical equipment___________________________________ 7. 0 ______________________ -- 7. 0 
Other imports~---------------------------------------- 305.8 183.0 60.5 62.3 

1-----1------1-----1·------
Total commodity imports________________________ 1, 025.9 183.0 108.1 734.8 

Net freight__ _______________________________________ .____ 134. 0 _ __ _ _ _ _ _ _ _ _ _ ___ _ _ __ _ _ _ _ _ 134. 0 
1------1--------·1-----1-------

Total____________________________________________ 1,159.9 183.0 108.1 868.8 

t Includes (in millions) copper, lead, and zinc, $18; wool, $15; hides and skins and leather, $15; macbineryp 
$7; fish, $5; naval stores, $3. 
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TABLE 10.-Netherlands and dependencies-Illustrative composition of imports of 
commodities and services f1 om Western Hemisphere and possible sources and 
distribution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

Import 

fin millions of dollars] 

Total 
imports 

Possible sources and distribution 
of financing 

Dutch 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains _______________________________ --- __ ------- 111. 0 ------------ 39. 2 71. 8 
Coarse grains___________________________________________ 70.3 ------------ ------------ 70.3 
Fats and oils _______________________________________ -_-- 40. 5 __ - _- _- _- _- _ -- _ _ _ _ _ _ _ _ _ _ 40. 5 
·Oil cake________________________________________________ 31.4 ------------ 9. 5 21.9 
Sugar _______________________________ ·-- ____ ---------___ 6. 6 __ ------- ___ -----·------ 6. 6 
Meat___________________________________________________ 4. 2 ----------- - ------------ 4. 2 
Dairy products_________________________________________ 1. 7 ------------ ------------ 1. 7 
Dried fruit.-------------------------------------------- 3. 3 ------------ ------------ 3.3 
Itice___________________________________________________ .6 ------------ ------------ .6 
Coffee__________________________________________________ 17.7 ------------ ------------ 17.7 
Other foods.___________________________________________ 14. 6 _ _ __ _ _ _ __ _ _ _ __ _ _ _ _ _ _ _ __ _ 14. 6 

1---------1-~.-------1---------1---------

SubtotaL _______ ----- ______ ---------------------- 301. 9 __ _____ __ ___ 48. 7 253.2 
Tobacco________________________________________________ 23.4 ------------ ----------- - 23.4 
Cotton ____________________________ --------------------- 32. 9 _____ ------- _ ---------- _ 32.9 
Nitrogen_______________________________________________ 6. 2 _ _ _ __ _ _ _ _ _ _ _ _ __ _ _ _ _ _ ____ 6. 2 
Phosphates_____________________________________________ . 6 ------------ ------------ . 6 
Agricultural machinery ________ ._______________________ 8. 8 _ _ _ __ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ 8. 8 
CoaL _________________________________ ----------------- 25. 8 _ ______ ____ _ _ __ __ _______ 25.8 
Mining machinery------------------------------------- 2. 3 ____________ ------------ 2. 3 
Petroleum products------------------------------------ 32. 2 ____________ ------------ 32.2 
Timber .... ---------------------------------~ ---------- 25.2 ------------ ------------ 2.'i. 2 
Iron and steel: Finished.------------------------------- 53.8 ------------ ------------ 53.8 
Trucks_ ________________________________________________ 23.2 ____________ ------------ 23.2 
Steel equipment________________________________________ 4. 6 ------------ ------------ 4. 6 
-:Electrical equipment___________________________________ 6. 3 ------------ ------- - --- - 6.3 
Other imports'---------------------------------------- 491.3 174. 1 110.7 200.5 

---------1---------11---------1--------
Total commodity imports________________________ 1, 038.5 174.1 

Netfreight__________________________________________ ___ 6.0 6.0 
159.4 705.0 

Other dollar payments.-------------------------------- 91.0 91. o 
---------1---------11---------1--------

Total____________________________________________ 1,135.5 271.1 159.4 705.0 

'Includes (in millions) industrial machinery and transportation equipment, $193; chemicals, $26; hides 
and skins, $13; copper, lead, and zinc, $15; cotton textiles, $54. 
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TABLE !I.-Norway-Illustrative composition of imports of commodities and 
services from Western Hemisphere and possible sources and distribution of financing, 
Apr. 1, 194-8, to June 30, 194-9 (at July 1, 194-7, prices) 

[In millions of dollars) 

• 
Possible sources and distribution 

of financing 

Import 

Bread grains-------------------------------------------Coarse grains ______________________ ---------- __________ _ 
Fats and oils __________________ --------_-_- _____ - ______ _ Oil cake _______________________________________________ _ 
ugar _________________________________________________ _ 

Dried fruit __________________ ---------_-- __ --- ______ ----!lice __________________________________________________ _ 

Coffee-------------------------------------------------­
Other foods--------------------------------------------

Total 
imports 

35.9 
11.0 
9.9 
3.4 
9.9 
.9 
• 6 

10.6 
2.9 

Norwegian 
dollar 

earnings 

35.9 
11.0 
9.9 
3.4 
5.1 
• 9 
.6 

5.8 
2.9 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

4.8 ------------

4.8 ------------

24.5 
1.4 
2.5 
2.5 
4.0 

5.6 ------------ 18.9 
1.4 
2.5 
2.5 
4.0 

98.0 51.4 46.6 

Total commodity imports________________________ 247. 6 157.3 56.2 34.1 
Other dollar payments--------------------------------- 6. 0 6. 0 ------------ ---------------------1--------

Total-------------------------------------------- 253.6 163.3 56.2 34.1 

1 Includes (in millions) machinery and transportation equipment, $46. 
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TABLE 12.-Portugal and dependencies-illustrative composition of imports of 
commodities and services from Western Hemisphere and poss1."ble sources and 
distribution of financing, Apr. 1, 191,.8, to June 30, 191,.9 (at July 1, 191,.7, prices) 

Import 

[In millions of dollars] 

Total 
imports 

• 
Possible sources and distribution 

Portuguese 
dollar 

earnings 1 

of financing 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

JBreadgrains________________ ___________________________ 33.4 33.4 ------------------------
Coarse grains__________________________________________ 7. 3 7. 3 _______________________ _ 
Fats and oils___________________________________________ 3.1 3.1 ------------ ------------
Oil cake ___________________________ --------------------- ------------ ------------ ------------ ------------
Sugar__________________________________ ________________ 6.1 6.1 ------------------------
~eat__________________________________________________ 1.9 1.9 ------------------------
~ggs___________________________________________________ .6 .6 ------------------------
Coffee__________________________________________________ . 7 • 7 ------------ ------------

SubtotaL_--------------------------------------- 53. 1 
Tobacco_______________________________________________ 4.1 
Cotton_________________________________________________ 2. 0 
Nitrogen_______________________________________________ 3.4 
Agricultural machinery ___ ----------------------------- 3. 1 
Coal___________________________________________________ 9.5 
Petroleum products____________________________________ 10.0 
Timber________________________________________________ 4.5 
Iron and steel: Finished ___ ---------- ___ -----------____ 6. 4 
Trucks·------------------------------------------------ 7.0 
~lectrical equipment___________________________________ 2. 0 
Other imports 2 _ _ _ _ _ _ _ _ __ _ _ __ _ __ _ _ _ _ _ __ ___ _ ___ _____ _ _ __ 31. 8 

1----
Total commodity imports________________________ 136.9 

Net freight_____________________________________________ 7. 4 
----

Total____________________________________________ 144.3 

53.1 
4.1 
2.0 
3.4 
3.1 
9.5 

10.0 
4.5 
6.4 
7.0 
2.0 

31.8 

136.9 
7.4 

144.3 

1 Including drawings of $72,000,000 on gold and foreign-exchange resources. 
~ Includes (in millions) fish, $6; machinery and transportation equipment, $7; textiles and bagging, $1. 
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TABLE 13.-Sweden-lllustrative composition of imports of commodities and services 
from lVestern Hemisphere and possible sources and distribution of financing, 
Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
imports Swedish 

dollar 
earnings 

Bread grains___________________________________________ 19.1 14.3 

Coarsegrains ------------------------------------------ 5.9 5.9 Fats and oils___________________________________________ 7. 7 7. 7 
Oilcake.----------------------------------------------- 11.8 11.8 
~ugar____________ _________________ ________ ______ _ ______ 7.3 2.5 
~!eat__ ------------------------------------------------ 5.1 5.1 Dried frui L _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 1. 7 1. 7 
Rice___ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 1. 1 1. 1 

Coffee_ ------------------------------------------------ 30.4 16.1 
Other foods __ ------------------------------------------ 11.1 11.1 

Sources 
other 

than new 
United 
States 
funds 

4.8 

New 
United 
States 
funds 

4.8 ------------

14.3 ------------

---------1----------i---------·1---------
Subtotal_________________________________________ 101.2 77.3 23.9 ------------Tobacco_______________________________________________ 9.6 9.6 

Cotton------------------------------------------------ 29.4 29.4 
~·Hrogen________________________________ ____ ___ ________ 1.2 1.2 
Phosphates____________________________________________ .5 .5 
Agricultural machinery________________________________ 12.7 ------------ ------------ 12.7 
Petroleum products____________________________________ 58.3 58.3 ------------ ------------
Iron and steel:Finished_________________________________ 27.1 27.1 ------------ ------- -----
~rrucks_. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 12. 2 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 12. 2 
Electrical equipment___________________________________ 8. 0 ____________ ----------~- 8. 0 
Other imports I________________________________________ 238. 3 219. 5 18. 8 

1---------1·---------1 
Total commodity imports________ ________________ 498.5 422.9 42.7 32.9 

I Includes (in millions) copper, $16; lead, $6; chemicals, $53; machinery and transportation equipment, $58. 
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TABLE 14.-Switzerland-Illustrative composition of imports of commodities and 
services from Western Hemisphere and possible sources and distribution of financ­
ing, Apr. 1, 191,.8, to June 30, 191,.9 (at July 1, 191,.7, prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
imports Swiss 

dollar 
earnings 

13read grains------------------------------------------- 55.2 55.2 
<Joarse grains------------------------------------------ 43.8 43.8 Fats and oils___________________________________________ 8. 5 8. 5 
Oil cake________________________________________________ 2. 2 2. 2 
Sugar__________________________________________________ 20.4 20.4 
~eat__________________________________________________ 6. 7 6. 7 

JEggs--------------------------------------------------- 6.1 6.1 Dried fruit_____________________________________________ . 2 • 2 
~ice___________________________________________________ 1.4 1.4 
<Joffee__________________________________________________ 11.2 11.2 
Other foods____________________________________________ 9. 5 9. 5 

Sources 
other 

than new 
United 
States 
funds 

1---------1--------1--------
Subtotal_________________________________________ 165.2 165.2 

TobaccO----------------------------------------------- 8.4 8.4 <Jotton_________________________________________________ 14. 0 14.0 
Agricultural machinery _______ ------------------------- 1. 6 1. 6 <Joal___________________________________________________ 4. 0 4.0 
Petroleum products____________________________________ 12.0 12.0 
Timber________________________________________________ 1.6 1.6 
Iron and steel: 

Finished------------------------------------------- 27. 5 27.5 
<J!u~e and semifinished____________________________ 1. 4 1. 4 
Pig Iron____________________________________________ • 2 . 2 

Trucks_________________________________________________ 1.0 1.0 
JElectrical equipment___________________________________ 1. 0 1. 0 

~ ~cw 

United 
States 
funds 

Other imports 1• ______________________________ --------- 187. 0 187. 0 _______________________ • 
1---------1---------·1--------

Total commodity imports________________________ 424. 9 424. 9 
~etfreight--------------------------------------------- 110.0 110.0 

1---------1---------1---------
Total 

2
------------------------------------------- 534.9 534.9 

1 Includes (in millions) machinery and transportation equipment, $44; chemicals, $30; copper, $11; instru· 
ments and apparatus, $11. 

2 Switzerland has net dollar earnings on current account. 
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TABLE 15.-Turkey-Illustrat-ive composit1'on of imports of commodities and 
services from TVestern Hemisphere and possible sources and distribution of financ­
ing, Apr 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

Import 

[In millions of dollars] 

Total 
imports 

Coffee ________ :_________________________________________ 0.3 

.Titrogen.---------------------------------------------- .6 
Agricultural machinery-------------------------------- 7. 9 
Mining machinery------------------------------------- 1. 0 
Petroleum products. _________________________ -_-_______ 7. 5 
Iron and steel, finished_________________________________ 5. 0 
Trucks_________________________________________________ 9.0 
Timber equipment_____________________________________ . 4 
Electrical equipment___________________________________ 2. 0 
Other imports~---------------------------------------- 25.2 

1-----
Total commodity imports________________________ 58.9 

• •et freight.-------------------------------------------- 4. 7 
Other dollar payments--------------------------------- 5. 4 

1-----
Total'------------------------------------------- 69.0 

Possible sources and distribution 
of financing 

Turkish 
dollar 

earnings 

0.3 
.6 

7.9 
1.0 
7.5 
5.0 
9.0 
.4 

2.0 
25.2 

58.9 
4. 7 
5.4 

69.0 

Sources 
other 

than new 
United 
Rtates 
funds 

New 
United 
States 
funds 

1 Includes (in millions) chemicals, $6; machinery and precision instruments, $4. 
2 Turkey bas small net dollar earnings on current account. 
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TABLE 16.-Un,ited Kingdom and dependencies-illustrative composition of imports 
of commodities and services from TV estern Hemisphere and possible sources and 
distribution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import 

JBreadgrains __________________________________________ _ 
<Joarsegrains __________________________________________ _ 
Fats and oils ________________________ -------------- ___ --
Oil cake ___________________ -_---_-_-_-_-----------------Sugar _________________________________________________ _ 
]deat __________________________________________________ _ 
Dairy products ________________________________________ _ 
lDggs __________________________________________________ _ 
Dried fruit ____________________________________________ _ 
]{ice __________________________________________________ _ 
<Joffee _________________________________________________ _ 
()tberfoods ___________________________________________ _ 

Total 
imports 

436.4 
121.7 
128.3 

43. 1 
147. 1 
329.5 
164.2 
75.9 
17.1 
37.9 
18.0 
61.0 

United 
Kingdom 

dollar 
earnings 

--------1------
SubtotaL________________________________________ 1,5 0. 2 

Tobacco________________________________________________ 160.4 
<Jotton_________________________________________________ 226.6 
Nitrogen_______________________________________________ 1.4 
Phosphates________ ____ ________________________________ . 5 
Agricultural machinery________________________________ 20. 8 
<Joal___________________________________________________ 12.1 
]dining machinery_____________________________________ 32.6 
Petroleum products __________________ :_________________ 190.6 
Timber________________________________________________ 212.8 
Iron and steel: 

Finished___________________________________________ 14. 3 
Crude and semifinisbed____________________________ 56.0 
Ironore____________________________________________ 8.8 

Steel equipment________________________________________ 8. 5 
Timber equipment_____________________________________ 1. 7 
lDlectrical equipment___________________________________ 40.5 

190.6 
156.3 

14.3 
56.0 

Other imports t_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ __ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ 1, 622. 4 1, 594. 5 
------1--------

Total commodity imports____________ ____________ 4,190. 2 2, 011.7 
Netfreigbt_____ ________________________________________ 59.0 59.0 

Sources 
other 

than new 
United 
States 
funds 

238.1 
38. 1 
38.1 
19.0 
19.0 
33.3 

4.8 

390.4 

27.9 

N~w 
United 
States 
funds 

198.3 
83.6 
90.2 
24.1 

12 . 1 
296.2 
164.2 
75.9 
17.1 
37.9 
13.2 
61.0 

1, 189.8 
160.4 
226.6 

1.4 
.5 

20. 
12. 1 
32.6 

56.5 

8.8 
8.5 
1.7 

40.6 

418.3 1, 760.2 

Other dollar payments _______________________________ .__ 62. 0 62. 0 ____________ ------------
1--------1-------

Total______________ ______________________________ 4,311.2 2, 132.7 418.3 1, 760.2 

t Includes (in millions) chemicals, $109; copper, $80; tin, $44; lead, $37; zinc, $35; aluminum, $75; wood 
pulp, $48; newsprint, $24; bides and skins and leather, $87; machinery and equipment, $371; .fish, $29; wool, 
$33. 
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TABLE 17.-Western Germany, Bizone-lllustrative composition of imports of com­
modities and services from lVestern Hemisphere and possible sources and distribu­
tion of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 191,.7, prices) 

• 
Import 

[In mil)ions of dollars] 

Total 
imports 

Breadgrains------------------------------------------- 284.6 Coarse grains _________________ -----_--_--- __ -___________ 54. 1 
Fats and oils _________________________ ---_______________ 24. 5 

Sugar .. ------------------------------------------------ 27.5 
1Ieat------------------- -------------------------- ------ 6.2 Dairy products.________________________________________ 9. 9 
Dried fruit.-------------------------------------------- 5. 5 
Coffee-------------------------------------------------- 2.2 Otherfoods___________________________________________ _ 23.9 

Subtotal_________________________________________ 438.4 
TobacCO------------------------------------------------ 16.1 
Cotton.------------------------------------------------ 66.5 
. Titrogen.---------------------------------------------- 12.0 
Phosphates-------------------------------------------- 1.1 
Agricultural machinery __ -------------- ___ -------______ 8. 4 
~1iningmachinery_____________________________________ 28.0 
Petroleum products------------------------------------ 22.5 
Trucks----------------------------------------- -- ------ 9.4 Freight cars____________________________________________ 60. 0 
Timber equipment_____________________________________ . 3 
Electrical equipment___________________________________ 5. 0 
Otherimportsl________________________________ ________ 212.4 

!-----
Total commodity imports________________________ 880.1 

Possible sources and distribution 
of financing 

Bizonal 
dollar 

earnings 

99.6 

Sources 
other 

than new 
United 
States 
funds 

99.6 ------------

New 
United 
States 
funds 

284.6 
54.1 
24.5 
27.5 
6.2 
9.9 
5.5 
2.2 

23.9 

438.4 
16.1 
66.5 
12.0 
1.1 
8.4 

28.0 
22.5 
9.4 

60.0 
.3 

5.0 
112.8 

K et freight_____________________________________________ 134. 0 _______________________ _ 
780.5 
134.0 

I-----Total2 __________________________________________ _ 
1,014.1 99.6 ------------ 914.5 

I Includes (in millions) copper, lead, and zinc, $18; hides and skins, $9; seeds, $22. 
2 In addition to its dollar requirements for imports from the Western Hemisphere, bizonal Germany will 

have an uncovered dollar deficit of $200 millions with nonparticipating countries outside the Western Hemi­
sphere. This deficit is made up of the following items (in millions): Wool, $71; hemp, $6.5; lead, $10; coarse 
grains, $2 .5; cotton, $16.6; other raw materials, $26.6; freight, $26.8. 

69082--48-21 
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TABLE 18.-Germany, French zone-Illustrative composition of imports of commod­
ities and services from Western Hemisphere and possible sources and distribution 
of financing, Apr. 1, 19.1,.8, to June 30, 1949 (at July 1, 1947, prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
imports 

lBread grains ___________________________________________ 44.6 
Sugar______ ____________________________________________ 1.6 
(;offee____________________ ______________________________ .3 

Subtotal ________________________________ _________ 46.5 
Tobacco_____ ___________________________________________ 2.0 
(;otton______ _________________ _____ _____________________ 16.7 
Agricultural machinery_____________________ ___ _____ ___ 1. 1 
Petroleum products------------------------------------ 8. 7 
Timber equipment____________________ _____ ___ ___ ______ . 7 
Other imports_________________________________ _______ __ 16. 2 

1----
Total commodity imports_____ _____ ___ ______ __ ___ 91. 9 

~etfreight------- -------------------------------------- 1.3 
----

Total___________________________________ _________ 93.2 

French 
zone 

dollar 
earnings 

11.5 

11.5 
1.3 

12.8 

Sources 
Qther 

than new 
United 
States 
funds 

~ew 
United 
StaiRs 
funds 

44.6 
1.6 
.3 

46.5 
2.0 

16. 7 
1.1 
8. 7 
. 7 

4. 7 

0.4 

80.4 

TABLE 19.-Germany, Saar-Illustrative composition of imports of commodities 
and services from Western Hemisphere and possible sources and distribution of 
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947 prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
import· 

lBreadgralns________ ___ ________________________ ________ 7.0 

Saar 
dollar 

earnings 

(;oarse grains---------------------------- --------------- • 6 0. 6 
Sugar ..• ----------------------------------------------- 1.0 1.0 

Sources 
other 

tllan new 
United 
States 
funds 

~ ~C\V 

United 
Stat!'. 
funds 

7.8 

~eat--------------------------------- ------------------ .8 .8 ------------ -----------· 1-----1--------·1----
SubtotaL __ -------------------------------------- g. • 2. 4 7.0 

Tobacco------------------------------------------------ .3 .a 
~ining machinery_------------------------------------ 3. 9 ------------ ------------ 3. 9 

1-----1----1-----·1-------
Total commodity imports________________________ 13.6 2. 7 ------------ 10.9 
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Recapitulation table-Illustrative composition of imports of commodities and services 
from Western Hemisphere and possible sources and distribution of financing, 
Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices) 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import 

Breadgrains.------------------------------------------Coarse grains ________ --- _________________ -_____________ _ 
Fats and oils ____ -_____________________________________ _ Oil cake _______________________________________________ _ 

Sugar .. -----------------------------------------------­
~feat ..... ----------------------------------------------
Dairy products ______ ----- __ ----------------------------
Eggs---------------------------------------------------
Dried fruit ___ ----------:.-------------------------------Etice __________________________________________________ _ 
Coffee _________________________________________________ _ 

Other foods .. ------------------------------------------

Total 
imports 

1,600.3 
552.3 
378.4 
190.7 
295.8 
393.1 
275.2 
85.3 
34.3 
47.8 

156.6 
168.0 

Own 
resources 

Sources 
other 
than 

United 
States 
funds 

138.8 336.7 
68.6 66.6 
29.2 76.2 
17.4 33.3 
35.1 33.4 
14.5 33.3 

6. 7 
2.8 
3. 1 

34.1 
23.5 

38.3 

United 
States 
funds 

1,124.8 
417.1 
273.0 
140.0 
'J:l.7.3 
345.3 
275.2 
78.6 
31.5 
44.7 
84.2 

144.5 

Subtotal.---------------------------------------- 4,177.8 373.8 617.8 3,186.2 Tobacco________________________________________________ 293.4 28.6 ------------ 264.8 
Cotton.------------------------------------------------ 790.0 49.0 42.1 698.9 
~itrogen.---------------------------------------------- 42.8 5.2 --- --------- 37.6 Phosphates____________________________________________ 3.1 . 5 ------------ 2. 6 
Potash~------------------------------------------------ ------------ ------------ ------------ ------------Agricultural machinery __________________ -------------- 158. 7 12. 6 12. 9 133. 2 
Coal __________ --------------------------------~------- 389.3 13.5 ------------ 375.8 
Mining machinery_-------------- _____ ----------------- 81. 9 1. 0 2. 9 78. 0 
Petroleum products. ____________________ -_______ -_----- 651. 9 333. 5 ------------ 318. 4 
Timber . ... -------------------------------------------- 333.4 185.7 16.0 131.7 
Iron and steel: 

Finished.------------------------------------------Crude and semifinished ___________________________ _ 
Pigiron.-------------------------------------------Scraprron _________________________________________ _ 

lronore .. ------------------------------------------
Trucks .. -----------------------------------------------
Freight cars _____ --------------- _____ -------------------
Steel equipment__ ___ • _______ -_________ -- __ -___ -_--------
Timber equipment_ ____________________________ --------
Electrical equipment_ ___ -_---- __ ----_------------------Otherimports _________________________________________ _ 

226. 7 
86.2 
1.6 
2.0 
8.8 

116.8 
60.0 
48.1 
17.0 
95.0 

4,228.2 

85.9 
62.6 

.2 

17.0 

.4 
5.0 

3,210.8 
1---------1---------

Total commodity imports________________________ 11,812.7 4, 385.3 

21.7 

21.8 

9.1 

6.0 
408.0 

119.1 
23.6 
1.4 
2.0 
8.8 

78. 0 
60.0 
39.0 
16.6 
84.0 

609.4 
1---------1--------

1,158.3 6,269.1 
591.5 Net freight.--------------------------------- ----------- 827.0 235.5 

Other dollar payments.-------------------------------- 319.4 319.4 ------------ ------------1---------!---------
Total-------------------------------------------- 12,959.1 I 4,940.2 6,860.6 1, 158.3 
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Mr. DouGLAS. At the last meeting of the committee, I think on 
Thursday, Congressman Javits asked whether there would be some­
one here this morning who would be able to answer certain questions 
which he might put in regard to the ITO. And, accordingly, Mr. 
Chairman, may I suggest that Mr. Clayton appear before the com­
mittee to answer the questions which Congressman Javits may have 
in mind, so that it will not be necessary to hold him before the com­
mittee throughout the entire session this morning? 

Chairman EATON. Is it agreeable to the committee to have Mr. 
Clayton answer questions of Mr. Javits? All agreed, say "aye." 
Mr. Clayton, we are delighted to welcome you back. 

Mr .. Willaim L. Clayton, Adviser to the Secretary of State: Thank 
you, srr. 

Chairman EATON. Mr. Javits, of New York. I will present Mr. 
Clayton, Mr. Javits. He is now open for engagements with you. 

STATEMENT OF HON. WILLIAM L. CLAYTON, ADVISER TO THE 
SECRETARY OF STATE 

l\1r. JAVITS. l\.1r. Clayton, you are the head of our delegation to the 
Habana United Nations Conference on Trade and Employment; are 
you not? 

Mr. CLAYTON. Yes, sir. 
Mr. JAVITS. Do you consider the work being done there as having 

any effect on our consideration of the European recovery program? 
Mr. CLAYTON. Yes. I do, Mr. Javits. I think that the two 

programs are very complementary and very interdependent and 
closely related. The purpose of the European recovery program is to 
assist these countries of western Europe to stand on their feet until 
th~y are able to stand alone. And, at the end of that time, in order to 
continue to stand alone, they must, of course, increase their production 
greatly, and increase their international trade considerably, as 
compared with prewar. 

It is the purpose of the ITO to bring about among the nations of the 
world a more liberal international trade policy than has heretofore 
been pursued, and in doing that, all these countries will be greatly 
assisted in increasing their production and in increasing their .. trade 
and making possible their own economic independence. 

Mr. JAVITS. Mr. Clayton, there are certain disquiets with r spect to 
the European recovery program, on which I think you can enlighten 
us considerably. One of those disquiets is that if we restore the 
European countries to their 1938 status, we will restore them to what 
w·as an uncertain economic life, and that, even if we restore them to 
their 1938 status, they are bad investments. 

Can you tell us what effect the barriers to trade have on the econ­
omies of the 16 countries in question, in a general way, as you see it, 
and how the International Trade Organization will change the situa­
tion, assumin~ it comes into being? 

Mr. CLAYTON. Well, obviously, barriers to international trade in 
the form of excessive tariffs and quotas and other restrictions on the 
n1ovement of goods between countries, liinit the po sibility of the 
countries to reach a high standard of living, and to reach conditions of 
economic independence. The countries that we arc consid ring in tho 
ERP, the 16 countries of 'vestcrn Europe, are peculiarly in the posi-
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tion where international economic relationships should be liberalized, 
for the reason that those countries had before the war, as this com­
mittee knows, about $2,000,000,000 annually of invisible income, in­
visible exports, in the form of earnings on banking and insurance, but 
principally in the form of receipts of dividends and interest on foreign 
investments. Those foreign investments were almost used up, or 
disposed of, in order to fight the war, and they no longer pay dividends 
to the participating countries. 

As you know, much of the shipping of these countries was destroyed 
during the war. Therefore, these countries must either have postwar 
a lower standard of living than they had before the war, or they must 
considerably increase their production, not only the production of 
the things that they consun1e themselves, like food, coal, and things 
of that kind, but the production of their industrial products and manu­
factured goods which they can export to pay for imports, which for­
merlJ were paid for by these invisible exports of which I have spoken. 

It is estimated, as you know, that those invisible exports before the 
war paid for about one-fourth of the total imports of these 16 coun­
tries. 

Now, it is highly desirable that in the years to come, those countries 
should follow a much more liberal policy in respect of their national 
economic relationships, their trade policies, their tariffs, their quotas, 
and all those sorts of things. And, indeed, the rest of the world should 
do the same, in order to put them in position to get back to their 
prewar standard of living as soon as possible, which can only be done 
by greatly increasing their production and distribution of goods as 
compared with prewar. 

~1r. JAVITS. Mr. Chairman, may I invite any member who desires 
to do so, to join in the discussion? 

Chairman EATON. The chairman would like to ask Mr. Clayton one 
question. Is the ultimate objective of the great institution which you 
represent here this morning, universal free trade? 

11r. CLAYTON. Well, Mr. Chairman, if we ever have free trade in 
the world, and probably we will, it is a long time in the future. The 
way the present world is set up, I do not think any of us would expect 
that we would have free trade soon. 

\Vhat we are seeking, Mr. Chairman, is freer trade, not free trade. 
"\Y r are not trying to put the world on a free-trade basis in the foresee­
able future. What we are trying to do is to liberalize the rules of 
international trade, and obtain freer trade, in order that we may have 
an increa e in the production, the distribution, and the consumption of 
goods around the world, so as to increase the standard of living, raise 
th ~ standard of living. · 

:Nir. JAVITS. Mr. Clayton, could you give us some specific differences 
between the barriers to international trade as they stood in 1938, and 
th ituation which you expect will succeed the European recovery 
program period, if we go through with the ITO? 

1ir. CLAYTON. Well, Mr. Javits, that would bring us into a descrip­
tion of the great change that took place in the world trade pattern 
between the two world wars, as compared with pre-World War I, 
and, as you all know, that was a radical change. 

The countries of the world during World War I learned many bad 
tricks in international trade. They learned to use quotas. They 
learned to use embargoes. They learned to discriminate between 
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nations. They learned so many and indulged in so many practices 
having to do with a limitation and restriction on the production and 
the movement of goods in the world that I think that had a great deal 
to do, certainly, with deepening and widening and prolonging the 
depression which started in 1930. We ourselves took, as I think we 
all recognize, our full part in that changed pattern, and contributed a 
good deal, I think, to what happened. 

It is our hope that through the ITO, not immediately, but gradu­
ally, we will be able to get the world back to a multilateral form of 
trade, pretty much on the basis of pre-World War 1. And, if we can 
do that, we think that the world will go forward much quicker in 
getting back to economic order and stability, and in raising the stand­
ard of living around the world, than if it were allowed to proceed on 
the basis of the pattern that existed between the two world wars. 

Indeed, there are only two roads we can take. If we do not go 
forward with the objectives of the ITO, \Ve are almost certain to go 
backward to the development of nationalism, such as we saw carried 
to extreme lengths in the First World War and between the two world 
wars, and then carried much farther, of cour e, during the Second 
World War. 

I am not saying those thing are not necessary during wartimt\, and 
it is true that they are. Nearly everything has to be controlled in a 
modern war, and it is difficult to turn loose and to get back to liberal 
methods and liberal terms of international relationships, but that is 
what we are trying to do in the ITO. I think it is highly important, 
a.s I said a moment ago, in connection with the ERP, because what the 
ERP attempts to do is a short-range program for one part of the 
world. And, if that program is succes ful, and those countric·s ar \ 
enabled, by their own self-help and mutual help to get ba + on their· 
feet, they will certainly be greatly helped in that policy, a.nd in that 
direction, not only to get on their feet, but stay on th ir feet by the 
adoption of the policies that we are trying to get adopted in the 
ITO. 

Mr. VoRYS. If I may interpose, you mentioned that the ERP is a 
short-range program. Where do you get that idea? Is that what 
it is supposed to be? 

Mr. CLAYTON. It is uppo ed to end, a I und r tand it, in the 
summer of 1952. I call that short range, and th object i., as I hnv 
said, a I understand it, to help these countri s help th01n lvcs stnnd 
on their feet until they ar able to stand alon \ without nny sp 'cial 
outside assistance. 

l\fr. VoRYS. Are all of the 16 nation which ar under ·on idern.tion 
in th ERP, members of the ITO? 

Mr. CLAYTON. I believe that every one of the1n is at Havana, ye . 
~fr. VoRYS. Is ITO a short range, u WPll a a long rnng(' progrnrn? 
l\-fr. CLAYTON. Yes. It is a progra1n that i uppo d to be ·om 

rffeetive in many respect as soon as adopt d, nnd to last frotn thi 
time on out. 

Mr. VoRYS. \Vhat i tlw quid-e t tint thn.t 1'1'0 ronld go into 
()ffert? 

Mr. CLAYTON. Of course, it has to b approved by our Congress 
and the legislatures of the other countrie . Thi would probably take 
until the end of 1949. 

Mr. VoRYS. How does th International Bank tie in with thi 
program? 
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Mr. CLAYTON. It has made some loans. As you know, the United 
States Government is committed for something over $3,000,000,000, 
but not much of that was furnished in cash. And, as I think we all 
understand, the International Bank has to get its cash with which it 
operates by selling debentures to the investing public in the United 
States. 

Obviously, under conditions as we see them in Europe today, the 
investing public, in my opinion, \\-ill not buy those debentures in very 
large amounts at present, under conditions as we see them in Europe. 
If through the enactment of ERP, a firm economic foundation is 
placed under Europe, then I think the directors of the International 
Bank will have courage to go forward with credits for reconstruction 
and development, as it was intended they should do. And I think 
also that the investing public in the United States will buy the bonds. 
But under present conditions I do not believe the bank can operate 
to any very substantial extent. 

O\\,. , answering your question about tying in the ITO with this 
program, it is automatically tied in. The ITO deals with questions 
of trade barriers, tariffs, quotas, subsidies. It deals with the question 
of cartels. It has a very important chapter on cartels, the object of 
which is to do away with international cartels, which are a form of 
private restriction on trade between nations. It would obviously not 
be of much purpose to prevent governmental restrictions on trade, if 
you are going to allow private people to do it. So they have a very 
in1portant chapter on cartels. 

They have an important chapter on international commoditity 
agreements, or arrangements. And in matters of that kind, the 
charter is a very comprehensive document, and in many respects the 
provisions of the charter would con1e into force immediately upon the 
charter b ing adopted and the organization set up and starting to 
fun ·tion. 

There are chapters on t chnical n1atters, on administration of cus­
t01n laws, and matters of that kind, that would come into effect at 
once. 

There wu a trade ngrcenH'nt Inade between the 23 nations there 
represented, while they were working on this charter, as the result of 
whi ·h restrictions on trade and impediments to international trade 
w re greatly lowered, or were withdrawn, as, for example, in many 
·a cs, discriminations, prefercnc s, and things of that kind. 

o that I think I can assure you that the ITO when it is adopted 
and set up will begin to function immediately in the direction which I 
have mentioned before. Obviously, it cannot come into full bloom 
until its member nations reach a condition where they can stand on 
th ir own feet economically, and they cannot do that today. That 
is the reason for ERP. As soon as they are assisted to stand on their 
own feet alone, without special outside assistance, then the ITO will 
come into full bloom and operation. 

1 Ir. JAVITS. Mr. Clayton, I would like to revert to the question 
a ked by the chairman, and ask you whether it is not fair to character­
ize the present status of ITO as follows: That what it seeks to do is to 
r Ju ·e barrier to int rnational trade now, or proximate to now, like 
quantitative restrictions, pr ferential arrangements, discrin1inatory 
pra ·ticcs, diserin1inatory treatment of i1nports a against do1nestic 
production; cartels, which you r ferred to, inter-governm ntul com­
nwdity arrangenwnts, and o forth, l u,ving intact, however, th true-
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ture of tariffs as a means for trade protection, except for the obligation 
to negotiate for their progressive reduction. Is that a fair statement 
looking at the matter from an over-all viewpoint? ' 

Mr. CLAYTON. Mr. Javits, that is not only a fair statement, but 
if I may say so, a very intelligent and brief summary of what the ITO 
seeks to do. 

Mr. JAVITS. So that there is no peril to our tariff system in the ITO? 
Mr. CLAYTON. There is no peril. There is not. We have, of 

course, as we all know, the Trade Agreement Act, under which we 
operate, and all that the ITO has to say on that subject is that the 
members are obligated to negotiate for the reduction of tariffs, and 
the elimination of preferences and discriminations. And, negotiate, 
as we, of course, all know, means sitting across a table from somebody, 
and, if you can agree, that you get a quid pro quo for what you give, 
perhaps you reach an agreement, but that is all the ITO involves in 
the matter of tariffs, to negotiate for lower tariffs and for the elimina­
tion of restrictions. 

Mr. JAVITS. Could you give us an idea of the magnitude in which 
the exports of the western European countries participating in the 
ERP must be increased before they can be said to be standing on 
their own feet? 

Mr. CLAYTON. I cannot give you that in exact figures, but I do 
want to emphasize that the production of these countries and their 
exports must be raised in volume-! am not talking about dollars­
but in actual volume, considerably above prewar, for the reason to 
which I have referred. that they have lost so much of their means of 
payment of imports because of the destruction of these foreign invest­
ments, and so on. 

Mr. JAVITS. Is it a fact that these nations cannot stand on their 
own feet unless they realize a material increase in export volume? 

Mr. CLAYTON. That is my judgment. Yes, sir. 
Mr. JAVITS. Foreign trade, therefore, is essential to any permanent 

European recovery? 
Mr. CLAYTON. Absolutely. It is much more essential to these 

particular countries than it is to most other parts of the world, 
because they are older, and they are more highly industrialized, 1nore 
highly specialized in their countries, and they have built up on the 
basis of industrialization, in many cases. Take Belgium, for xa1nple, 
it has the highest density of population of any country in the w rld, 
five or six hundred to the square mile. Obviously, th y cannot 
produce their food. They produce almost no raw materials, except 
coal. They have to import, and they manufactur and export in 
order to pay for those things. 

Mr. JAVITS. It is argued, Mr. Clayton, that if we create conditions 
of high production in the 16 western European countries, and give 
them machinery, and give them technical help, that we are creating 
a Frankenstein which in turn will push us out of the comp titive 
markets of the world. What do you say to that argument? 

Mr. CLAYTON. Oh, Mr. Javits, I do not believe that that argument 
has any merit. We have recognized for a long time in the United 
States that it is in our interest to see the rest of the world develop as 
long as it can do so on sound lines. We do not want to see any 
unsound development. We have assisted, by loans, Lantin-American 
countries in the development of their resources, and other countries, 
and the history of our foreign trade shows that we have always had 
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the largest trade with the highly developed countries. That is per­
fectly natural, because they have a higher standard of living, they 
have greater buying power, they have greater wants. 

Take Canada, for example, the UK, and so on. Our greatest trade 
in exports has always been to those countries, and it will always be, 
for the reasons I have named. By helping these countries to get on 
their feet and increase their production, I think we not only do not 
hurt ourselves in the markets of the world, we help ourselves in the 
markets of the world. 

!\1r. VoRYS. Right on that point, as I understand it, it is about a 
two-billion-dollar increase in dollar requirements for these 16 countries 
that is involved in this 25-percent loss of invisible exports. That is a 
rough estimate. 

11r. CLAYTON. That is the figure, roughly, that we have been fur-
nished, and I believe it to be approximately correct. 

~fr. VoRYS. I mean, roughly speaking. 
1Ir. CLAYTON. That is right. Yes, sir. 
1fr. V ORYS. That would mean that the western European coun­

tries, just to get on their feet, should be exporting, primarily to the 
United States, $2,000,000,000 more in materials than they did before, 
or should be exporting it some place else, so that $2,000,000,000 more 
of imports coming into the United States would create the dollar re­
sources to take up the deficit. That is approximately right, is it not? 

1fr. CLAYTON. I do not think it is quite right, Mr. Vorys, because 
that assumes that all those $2,000,000,000 of imports into these coun­
tries would come from the United States. I do not think that is 
right. It ·would come from many other parts of the world. And, 
also, there is an element there which I think you do not take into 
account, and that is, in the way you have stated the question, you 
assume that the standard of living in these countries would immedi­
ately, or very soon, be up to prewar, and I do not know, I just do not 
know, whether that would be the case or not. 

It may be that they 'vould have to make this adjustment for this 
loss of 2 billions of invisible exports by two processes, one, for a 
few years having the standard in certain respects not quite up to pre­
war, and, on the other hand, increase of production. 

1fr. VoRYS. That is true, but, in general, this long-term picture, 
it seems to me, involves the bringing into the United States of at 
least $2,000,000,000 more in imports than we ever had before. I was 
going to ask you if you could give us some examples of the type of 
imports that we could bring in in such very large quantities which 
would be helpful, and not harmful, to our economy, which, of course, 
is the goal ·we are seeking. 

1'Ir. CLAYTON. Well, 1Ir. Vorys, I do not believe it means anything 
like 2 billions of imports coming into the United States from these 
particular countries. I do not think so. But, I will say that I do think 
that we have to contemplate in the future a very substantial increase 
in irnports into the United States, and I think we can do so with value 
to our tandard of life, and to our whole economy. 

The wants of our people are increasing all the time. Their buying 
power is increasing. Their standard of life is rising, and there are 
any quantity of things that we can import that will contribute to that, 
that should not materially affect our own producers. 

Of course, in that connection, as you know, we are in the position 
of having to in1port many more things than we did before the war, 
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to sustain our own economy, principally metals and minerals, copper, 
lead, zinc, and all kinds of things, our resources of which we depleted 
during the war, and which have to come in now in much larger 
quanti ties. 

Also, I should like to mention in that connection that in the last 10 
years, we have had a substantial increase in population, we have had 
a substantial increase in the needs and desires of our people, a rising 
standard of life, a greater buying power. And, during that same 
period, we have increased in the United States our facilities for pro­
duction of consumer goods comparatively little. We have the mar­
ket here, we have the demand here, and we can absorb in this country 
a good deal of consumer goods of one kind and another, without any 
serious injury to our own producers. In other words, our own pro­
ducers can continue to have, perhaps, a greater market than they had 
before the war. 

Mr. BLOOM. May I ask a question? 
Mr. V ORYS. Before we get off of this, I am quite familiar with the 

general situation as you describe it, but I ·was wondering if you could 
give us some more specific examples of the materials we could bring 
in in quantities of billions of dollars excess in imports over what we 
ever had before, which would benefit our economy. You mention 
certain strategic materials, such as minerals, and that is one which 
I think we all appreciate. I wondered if it would be possible for 
you to give us a somewhat specific list of such imports. 

Mr. CLAYTON. I do not think that I could, Mr. Vorys. There are 
a variety of things. 

Mr. BLOOM. Woolen cloth. 
Mr. CLAYTON. Well, we know, Mr. Bloom, that for the last 2~ 

years since the war ended, we are still unable to get as much as we 
need, consumers are still unable to get as much as they want. 

Mr. BLooM. That would be manufactured goods. Of course, you 
are just mentioning raw materials. Of course, 11r. Vorys spoke of 
manufactured goods. Woolen material would be one. 

Mr. CLAYTON. That is right. 
1\tfrs. BoLTON. May I interpose at that point? 
Mr. CLAYTON. Textiles of different kinds could be brought in. 
1\t'Ir. BLOOM. Without any serious damage to our own manu­

facturers? 
l\tfr. CLAYTON. I think so. 
Mrs. BoLTON. Would the gentleman yield? 

· Mr.p3LOOM. I yield to Mrs. Bolton. 
Mrs. BoLTON. Do we not have a considerable supply of raw wool 

stored away? 
Mr. CLAYTON. Yes. The Comn1odity Credit Corporation has a 

large supply, which they purchased during and ju t after the war in 
order to hold prices. 

11rs. BoLTON. Does that not deteriorate if it i kept in the raw 
form? 

Mr. CLAYTON. I do not know, Mrs. Bolton. But we are, of course, 
consuming wool in this country- the last figur I saw, at the rate of 
about 900,000,000,000 pounds a y ar. It 'vould be very easy to 
work off that wool and kc p it rotating, in order to prevent any 
deterioration. I do not think that that is a probl 'm. 

Mrs. BoLTON. Is anything being done with that? I have been 
told nothing was done. That is why I asked the question. 
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Mr. CLAYTON. I am not currently informed on it, because I have 
not discussed it \vith the Department of Agriculture, but I understand 
that was the purpose, and that that was being done during the war, 
and it is easy to do. I don't believe they would have any difficulty 
with that. As a matter of fact, under the bill passed by Congress in 
June, the Department of Agriculture now has, as I remember it-I 
think I am right in saying that the Department of Agriculture now 
has full authority to dispose of that wool in the market. So that there 
is no reason why they cannot work it off. 

1vir. BLOOM. May I ask, Mr. Clayton-have you finished, Mrs. 
Bolton? 

1Irs. BoLTON. On that subject. I will wait until later for any more 
questions I may have. 

1Ir. BLOOM. Is it not a fact that we cannot expect to keep on selling 
export goods to these countries without purchasing something from 
them? It is a question of buying and selling. But if we expect to 
export to these countries, our goods and not buy goods from them, 
of course they will not be able to get the dollars to pay. 

11r. CLAYTON. That is right. 
1·1r. BLOOM. Is it not a matter of business all the way through? 
wir. CLAYTON. That is right. We have three things we can do 

One is to lop off the exports, bring them down to the volume of im­
ports. The other is to give away the sm·plus every year, and then we 
could buy more goods to take payment for those surplus exports, by 
taking goods. 

1Ir. BLooM. Is it not a further fact that if we do not have an export 
trn,de, so as to keep our manufacturing up to the peak load, that the 
manufactured goods in this country would cost us more, because we 
would not be manufacturing to peak load? 

Mr. CLAYTON. That is right. 
11r. BLOOM. It is the idea of being abl to export a certain amount 

of goods to X country that allows us to manufacture the goods at a 
price, on account of running to capacity. If we did not do that, and 
if we only manufactured up to 7 5 or 80 percent of capacity, then that 
75 or 80 percent would cost u more money in this country to manu­
facture? 

lvlr. CLAYTON. Yes, sir. it would. And there is certainly that 
factor in it which you mention, and then there is the other factor 
that has to do with our raw materials, agricultural products, principal 
among them being wheat, tobacco and cotton, those three. We 
export a substantial part of om· production of those commodities, 
and if we had to curtail very substantially those exports, we would 
have to do something with the surplus, or we would have to make 
arru.ngements with the producers to produce le s, and divert their 
ncrgies into other activities. 
11r. BLOOM. Following up Mrs. Bolton's qu stion as to wool, Nirs. 

Bolton rn ntioned the stock pile we ha vc here. W a that not imported 
frorn other countries, Argentina and other countries, at the time? 

~VIr. CLAYTON. No, sir. I think that has been disposed of. I think 
the stock pile, which we bought in largely from Australia, has been 
old. What 1-tlrs. Bolton refers to is domestically produced wool, pur­

cha ed by the Department of Agriculture during and following the 
war. They now have congressional authority to di po e of it at the 
market. 
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Mrs. BoLTON. And I had in mind also, ~1r. Secretary, the wool 
bought from other countries, if we had bought it in the raw stage. 

Mr. CLAYTON. That was all disposed of, Mrs. Bolton. I think 
perhaps the United Kingdom still has considerable wool in storage in 
the United States, but it belongs to them, and the wool we bought 
from Australia, which was 300,000,000 pounds, if I remember correctly, 
has all been sold. 

Mr. JAVITS. lV1r. Chairman, I have a few other questions. 
Chairman EATON. The chairman understands that at our last meet­

ing, it was agreed that Mr. J a vi ts and Mr. Lodge should finish up the 
questions that they wanted to ask at that meeting. Mr. Javits, how 
much more have you? 

Mr. JAVITS. I have a very few questions, but 1rir. Lodge has one. I 
will be glad to yield to him. . 

lV[r. LoDGE. I was going to ask Mr. Clayton this. In answering 
Mr. Bloom's question, am I correct in understanding you to say that 
these exports contribute to lower prices in this country? 

Mr. CLAYTON. I do not know whether they do to lower prices or not, 
but they certainly do to lower costs of production, which in turn con­
tributes to lower prices. For example, take agricultural implements. 
We export in normal times, as you know, 20 to 25 percent of our pro­
duction of agricultural implements, 20 percent, I think, of trucks and 
automobiles. Now, obviously, if you can continue that large a 
volume as against. only the domestically sold and distributed goods, if 
you w·ere confined to that, that would contribute to a lower unit cost 
of production of those particular things. I think that is what Mr. 
Bloom meant. 

Mr. LoDGE. But is it not possible that the producers of such 
articles in this country would, nevertheless, produce the same am01.mt, 
in order to keep on satisfying an increasing demand in the Unit d 
States and that that would contribute to lower prices, on the ha ic 
theory of supply and demand? 

Mr. CLAYTON. If we lose our exports, Mr. Lodge, you will have less 
demand in the United States for those things. 

Mr. LoDGE. I am talking about today, not the long-range future. 
Would you say that these demands are being more than satisfied in 
this country as of today? That is the point I am trying to get at. 

Mr. CLAYTON. The demand for those two tbing, I have mentioned 
is certainly not satisfied at present in this country. 

Mr. LoDGE. That is what I was thinking of. 
Mr. CLAYTON. That is certainly true. 
Mr. LoDGE. In other words, as of today, what l\Ir. Bloon1 ay 

would not be true. It would be true in the long-range future. 
Mr. BLOOM. Everything l\1r. Bloom says is true. 
Mr. LoDGE. Mr. Bloom can always be sure of one good opinion. 
Mr. CLAYTON. As of today, we have very little xports of agricul-

tural implements and automobiles, the two thing of which I have 
spoken, because of the fact of the shortages here in this country. \V c 
have had a greater demand for those t ·wo things than the manufac­
turers can supply. 

Mr. LoDGE. That is what I was trying to get at. 
Mr. CLAYTON. In normal time , we would export around 20 perc }nt 

of the production of each of those things. 
Mr. LoDGE. I have no quarrel with the principl you have advanced, 

but as of today, we might as well face the facts, and not pretend that 
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this is going to be a painless matter. Although as of today, we may 
be justified in doing these things, are \Vein fact contributing to lower 
prices and lower costs in a market which is far from oeing satisfied? 

1-Ir. CLAYTON. I would think not in those particular cases. How­
ever, I think the most serious aspect of what would happen if we lost 
our export , or had to reduce them materially, lies in the agricultural 
field, and that is where you would have to make the most radical 
adjustment. We produced last year a billion, four hundred million 
bushels of wheat. The human beings in this country cannot use 
over half of that, to save their lives, they do not eat over half of that. 
Of course, we feed a certain amount to animals, which is unfortunate, 
and you have a lot of wheat you have to export. 

11r. LoDGE. Yet the price of \Vheat goes up. 
11r. CLAYTON. And yet the price of wheat goes up, because there is 

such an enormous demand over the \vorld for it. The production 
of wheat in other countries has declined so much that they have to 
have our wheat. 

11r. LoDGE. It is true that this demand from outside this country 
has had quite an effect on raising the price of wheat for Americans. 
I do not mean to question the desirability or necessity of it, but I 
think it is well not to hoodwink people as to what the results will be. 

l\1r. CLAYTON. I do not want any of us to hoodwink anybody. 
But, if you suddenly lost all your exports of wheat, you would have 
deflation to deal with, and not inflation. 

~Ir. JA VITS. The other side of the medallion is that certain imports 
into the United States will have a very material impact on the cost of 
living in tho United States, without interfering with our basic economy, 
~ill they not? 

11r. CLAYTON. Indeed, yes. 
Ir. JAVITS. And would reduce scarcities? 

:Nlr. CLAYTON. Indeed, yes. 
11r. J A VITS. And keep prices down? 
Mr. CLAYTON. That is right. 
Mr. V ORYS. Would the gentlemen permit an interruption? 
:N1r. ,J A VITS. Certainly. 
11r. V ORYS. I wonder if there is anybody in the Government who 

can give me a list of increased imports that would obviously be in­
creased to the United States. I had thought that of all the people 
connected with the Government, you would be the one who could 
just r cl off the answer immediately, that we need so many million or 
billion pounds of this or that mineral, and so forth. I hope somebody 
i thinking profoundly on that, because, otherwise, we are building 
toward a long-term policy where we merely suffer imports. I do not 
think that is the case. I think there are a lot of things we want to 
increase in quantity, and I would like to get hold of the list. Can 
you tell me where I can get such a list? 

Mr. CLAYTON. I do not believe it is possible for anyone to give it. 
It is constantly changing, with changing prices and changing demands, 
and I do not believe it is possible to furnish such a list. As you know, 
in our tariff policy, under th Trade Agreements Act, we have an 
c cape clause, which protects any producer in this country who is 
injured, or is threatened with serious injury by reason of reduction 
in the tariffs and an extraordinary increase in imports. That is a 
protective clause that is to protect them in case \Ve should go too far 
in reducing this protection . 

• 
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I think all we have to do is to look at the figures and know that 
with $15,000,000,000 of exports and five or si."'!C billions of imports, 
that that is a situation that cannot go on very long. You are either 
going to have to cut way down on exports, or build up your imports, 
one or the other. 

l\1r. JAVITS. 11r. Clayton, one of the arguments mad against the 
ERP is that by our efforts to create a leveling of customs barriers 
within Europe, or even a customs union of the 16 nations, or many of 
them, we are erecting a closed Europe, in which we will not be able to 
trade adequately. What effect upon that danger does the ITO have, 
as you see it? 

Mr. CLAYTON. Well, I just cannot see the basis for the argument, 
Mr. Javits. That assumes it is not in our interest to see other parts 
of the 'v-orld make customs unions. I think every intelligent person 
who will examine into the question is bound to see that it is in our 
interest. 

As a matter of fact, when the union ·was formed between Belgium, 
Luxemburg, and the Netherlands, so far as you could tell, it met with 
almost universal approval in the United States. Everybody thought 
it was a step in the right direction. I certainly think so. 

Why? Just take our o'v-n history in the United tatcs. The 
Constitutional Convention had to decide whether it would have 
tariffs bet,v-een our States, as is the case in some countries, or whether 
we 'v-ould have free trade between our States. I do not believe any­
body would deny that in having made the latter decision, that we 
made a fundamental decision that contributed perhaps more than any 
other single thing to the great expansion that took place in the United 
States, and the development that took place here, and 've made o. 
great market here. 

Now, you have customs unions which eliminate the barriers of trade 
between the countries that are involved, nnd make the same tariffs 
on the periphery of all other countries. 'Vhat do you do? You set 
up a situation there that increases the production and consumption of 
goods, rai es the standard of living in those areas, just as we did in our 
country, and you make a greater market for other peopl 's good , 
because they cannot produce everything th y n d. 

Mr. JAVITS. Is it not a fact that the ITO will prot ct u ngnin t 
that larger area enforcing new barriers to trade? 

Mr. CLAYTON. Indeed yes . 
. Mr. JAVITS. So it is valuable to s fron1 that point of vi w'? 
Mr. CLAYTON. Yes and it is logical. Tha.t set-up should not only 

eliminate the barriers to trade within the areas, but also lower tho 
barriers to trade with the countries outside the areas. 

Mr. JAVITS. Mr. Clayton, do you believe th re is any n es ity for 
conditioning the ERP upon the nations benefited joining in the 
International Trade Organization? 

l\1r. CLAYTON. I am just reacting to that. I hav not h nrd that 
suggestion before. My reaction is that I would very nnwh dislike to 
see that done. I would like to see us arrive at agr ment in llavana, 
and set up the ITO on its own merits, without any compnl ion on the 
part of any country, and I b lieve w are going to be able to do it. 

1Vlr. JAVITS. I might say I join with you in that. One final que tion 
ir: Do you consider the solvency of the European recov ry program, 

that is, its hope for success, being materially influenced by the con­
summation of the International Trade Organization effort? 
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:.\fr. CLAYTON. I do indeed. The two things are highly comple­
mentary and interdependent, and it is a little difficult for me to con­
ceive how these countries in western Europe could attain economic 
independence again-that is, could reach it and maintain it-if they 
did not adopt the liberal principles of international trade which the 
International Trade Organization is seeking to establish. 

I\1r. RICHARDS. I\1r. Clayton, I was interested in your reference to 
the ITO seeking to solve the situation brought about on account of 
preferences. Are you referring to both unilateral preferences and 
Empire preferences? 

I\1r. CLAYTON. Well, I am not aware of the creation of unilateral 
preferences. 

1\ir. RICHARDS. I meant bilateral preferences. 
I\1r. CLAYTON. Certainly. That is right. Yes, I am referring to 

those. 
l\Ir. RicHARDS. You are referring to both? 
1·Ir. CLAYTON. Yes. 
11r. RicHARDS. In that connection, I believe ITO is going to run 

head-on with ERP. 
You take Great Britain, for instance. She is one of the prime 

movers in this new organization of the 16 nations in Europe. Yet, 
at the same time, she continues to insist upon certain Empire prefer­
ences in trade. If she continues to hold that position the natural re­
sult is going to be that some nations in the 16-nation group, in self 
defense, are going to have to combine among themselves, and the seed 
of discord is right there in regard to trade. 

What do you think about that? 
Mr. CLAYTON. The ITO provides that no existing preferences shall 

be increased or added to. It does not seek immediately, or provide 
immediately, that all existing preferences shall be abolished. You 
cannot suddenly reform the world. It has to be done a little at a 
time, and it recognizes that there are certain preferences in existence 
which it hopes and believes will be traded out and eliminated, but 
it provides very clearly that additional preferences, or preference area 
assistance, shall not be established. 

As you know, I am sure, at Geneva in our trade agreement with the 
United Kingdom, many of the United Kingdom preferences were 
eliminated and many others were reduced. 

We hope, in time-and I do not know how long it will take-but 
we hope that that whole system will give way to a much more liberal 
one. 

11r. RICHARDS. It is a long-range objective, just as it is to gradually 
do away with the customs difficulties. 

I\1r. CLAYTON. It is a long-range objective; that is right. One of 
the prime obligations that a member of the ITO takes is that he is to 
be willing to negotiate with his fellow members for the reduction of 
tariffs and the elimination of preferences. 

Mr. RICHARDS. I fully recognize that Great Britain's economy, for 
instance, is built up on trade preferences with the dominions. That is 
what I understand it has been throughout for years. It will take 
them a long time to get away from that. I see the Ambassador 
haking his head. 

Ambassador DouGLAS. It is a fairly recent development . . 

• 
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Mr. CLAYTON. Most of it was adopted at the Ottawa Conference 
in 1932. The British have always said it was a result of our high­
tariff policy in the United States which culminated in the Smoot­
Hawley bill in 1930 and which was followed by retaliatory action on 
the part of over 30 nations in the world in raising their tariffs and 
putting on embargoes and quotas. 

So we tied the international trade situation, in that period, in a 
pretty tight knot, and the British built a tight Empire of their own by 
using preferences. But I am optimistic that if we get the ITO and 
the ERP one of the things we will do will be to further reduce and, 
in time, elin1inate that preference. 

Mr. RicHARDS. The British were traditionally free traders? 
Mr. CLAYTON. Yes. 
Mr. JAVITS. I just want to clarify this: The British have agreed, 

have they not, to a step-by-step reduction of these preferences? 
Mr. CLAYTON. They have agreed to negotiate the matter, Mr. 

Javits, and they have negotiated at Geneva. We achieved a certain 
measurable success in getting some of the preferences eliminated and 
others reduced. 

Mr. JA VITS. By the acceptance of the ITO charter the members 
have accepted the British situation as it is? 

Mr. CLAYTON. That is right. 
Mr. JAVITS. There will be no situation of coalition. So if it is not 

going to be increased, and they accept it as it is, they are satisfied with 
freezing it and going down from there. 

Mr. CLAYTON. That is right. 
Chairman EATON. Mr. Mansfield. 
Mr. MANSFIELD. You brought out the fact that at the present time 

there is a great preponderance of exports from this country over 
imports from other countries, and you also stated that if the situation 
was not clarified the net result in this country would be deflation 
because these countries which are now importing into the United 
States are doing so for the purpose of acquiring dollars to buy our 
goods. Is that correct? 

Mr. CLAYTON. Did you say importing into the United tate ? 
Mr. MANSFIELD. Yes. 
Mr. CLAYTON. We furnish a market for them and for those particu­

lar goods, and, obviously, whatever dollars they get from that are 
available for payment for our exports. 

Mr. MANSFIELD. And is that not one of the reason why Europ i 
being unable to rehabilitate itself, from an economic point of vi w, 
at the present time, due to the fact that ther is an extreme shortag 
of dollars which they have to conserve but which they would like to 
spend, if they had more of them, to buy good in this country? 

Mr. CLAYTON. Yes. 
Mr. MANSFIELD. It would appear to me that one of the ba ic 

elements in the consideration of the European recovery progrnm 
would be the fact that over the long term we would b n fit tr -
mendously, from an economic point of view; and if W(l don't w will 
have deflation in this country. We will have surpluses. obody 
will have anything to buy our ~oods with, and th n wh re will we b '? 

Mr. CLAYTON. Mr. Mansfi ~ld, I think that is exactly right. 'Ne 
cannot, in the United States, be the only prosp rous country in the 
world. We cannot be the only fre ent rprise country in the world. 
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If we want to keep free and prosperous we had better have some 
company. 

If we leave these countries of western Europe to shift for them­
selves and say ""\Ye are sorry; ·we can't help you any more," I think 
conditions will quickly ensue there which will, in effect, bring about a 
substantial blackout of that market for our goods and for goods of 
the rest of the world-for Latin America, for example. If Latin 
America loses its markets in Western Europe we lose ours in Latin 
America, and the thing is a change that goes around the circle. 

I think that it is highly important that \Ve do what we reasonably 
can to help these countries to get again to a position where they can 
stand alone, because if we do not we are going to have to make such 
radical changes, I an1 afraid, in our own economy in this country that 
it would be very difficult for a democratic, free-enterprise system to 
make. 

1lr. 1 '1ANSFIELD. Would it be safe to assume that if a proposal 
omewhat along the lines of ERP is not adopted we will see an em­

phasizing of tate-controlled economies in all of Europe? 
:\lr. CLAYTON. Undoubtedly. And, as I said a moment ago, we 

cannot expect, in this country, to be the only free-enterprise country 
in the world if the rest of the world substantially goes on a state­
nterpri e or state-controlled basis. I think you \viii see the drift in 

th~ut direction here very strongly. 
~1r. 1-IANSFIELD. Now, coming from an area \Vhich is the raw 

material production area of the United States-and, as such, vitally 
interested in the tariff question- ! would like to make some statements 
and you can either refute or corroborate them on the basis of three of 
our outstanding products. 

One is w .. ool. Is it not true that in this country the American wool 
produc r, under the most favorable circumstances, cannot produce 
more than 50 percent of the wool needed for domestic consumption? 

!vir. CLAYTON. That is right. It is about 35 or 40 percent, now, of 
\ hat we are consuming. 

!vir. MANSFIELD. And you say the stock piles which we brought 
in from Australia during the \Var arc gradually diminishing, and, as 
far as the don1e tic crop is concerned, the Agriculture Department 
now ha the right to buy and sell it on the market? 

Mr. CLAYTON. That is right. 
Mr. MANSFIELD. Now, in the matter of minerals, copper is very 

important out ther . W c passed a bill last year lifting the excise tax 
on copper of 4 cents a pound, or $80 a ton, for a 3-year period. We did 
tha.t b cause of the fact that we were suffering from an extreme 
hortagc of copper and other minerals, and we have to have copper 

for our industrial machin ry to function and manufacture the goods 
which we need. 

Mr. CLAYTON. That is correct. 
:~dr. MANSFIELD. o that takes care of two or three of the main 

products. 
'fhe other one is cattle. There is always a great deal of fear in my 

country about the effect of the importation of cattl from abroad. 
But i it not a fact, is it not true that, aside from the feeder cows 
coming in from Mexico and Canada today, that ther is no possibility 
for cattle coming in from, say, the Argentine because of the Sanitary 
Embargo Act of 1917? 

69082-48--22 
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Mr. CLAYTON. That is correct. 
Mr. MANSFIELD. And is it not true, also, that, as far as future 

competition from Argentina cattle is concerned, the answer to that 
is the restoration, in part at least, of the European markets which 
used to take a large part of the Argentine supply and perhaps spread 
it-have a meat economy throughout Latin America to replace the 
cereal economy which is in operation throughout that area? 

Mr. CLAYTON. I think that is right. Of course, as Europe gets 
back on its feet it would import, I would think, more beef from 
Argentina. England, as you know, takes the bulk of her exports 
now, and as Europe gets back on her feet other countries, I would 
think, "rould take a share also. 

Mr. MANSFIELD. Those are the historical markets of Argentina. 
Mr. CLAYTON. That is correct. 
Mr. MANSFIELD. The sooner we get Europe back on its feet, the 

sooner we will allay any idea-l say "idea"-of a threat from Argen­
tina or that part of the world insofar as our American cattlemen are 
concerned. 

Mr. CLAY'.rON. I would think it ought to be a very ubstantial 
aspect of it. 

Mr. MANSFIELD. Thank you, 11r. Clayton. 
Mr. LoDGE. Mr. Clayton, I was interested in the parallel which 

you drew between this country and Europe in connection with the free 
trade areas which exist~d in America because of the lack of trade 
barriers between the States. 

I assume that you agree that one of the chief factors in that situa­
tion is the fact that we have a reasonably stable curr ncy which is 
uniform all over the country. 

Mr. CLAYTON. Oh, ye . . 
Mr. LoDGE. And, therefore, that you would feel perhap that one 

of the reasons that th French, for instance, are not elling more 
to us is because their ·urrency is overvalued and we cannot afford 
to buy. 

Mr. CLAYTON. That is right. 
Mr. LoDGE. Under thos circun1stances, I was wondering how you 

would fe l about the position which Great Britain is r ported to have 
taken this morning in the paper as opposing the d valuation of th 
French franc because of her fears with respect to the devaluation of tho 
pound. 

Does not that seem to you to be in contrav ntion to wh 1t we nre 
trying to do with th r covcry program? 

Mr. CLAYTON. I am not informed. I just a\v the hcadlinPs, Mr. 
Lodge, of that statem ,nt, and I do not kno\v how true it i or just 
what the particulars ar of it. 

I think that if the ERP is adopted as we have in mind, that on of 
the conditions, of cours , that will be asked of these countri will be 
with respect to them asures that they should tal-c t put til ir financial 
and monetary houses in ord r, and r store confid nee in th ir Inoney. 
That is one of the most important things in conn ction with th 
restoration of production in Europe. 

Mr. LoDGE. But surely if \VO want to stn.biliz the. e currcn ics and 
devalue them. It could be said that a gr at pBJ"t of th Marshall plan 
is an attempt to fill in the gap between the legal and the real value of 
money in Europe. Could it not? 
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11r. CLAYTON. One of the principal objects, I would think, of the 
1larshall plan, is to restore confidence in the moneys of these coun­
tries, and they of course would have to take the necessary steps to do 
that. 

I believe they would only be able to take it with our assistance such 
as is provided in ERP. 

l\1r. LoDGE. Would you agree, sir, that it would din1inisb the load 
on the American taxpayers if these currencies were to go closer to 
their real values? 

l\1r. CLAYTON. Certainly, if they go closer to their real value it 
should serve to make more attractive the exports of these countries. 

11r. LoDGE. And therefore diminish their dollar needs? 
1Ir. CLAYTON. That is right. 
l\1r. LoDGE. Therefore would it not be desirable for us to have some 

agreements with, let's say, the British, that we are interested in dimin­
ishing the load on the American taxpayer and adding to the economical 
effectiveness of ERP, by somehow persuading these countries to de­
value their currencies. 

l\1r. CLAYTON. Well, Jvlr. Lodge, I am sure that that matter will all 
be taken care of in the agreements that would be made. The plan, 
us you know, contemplates a multilateral agreement between these 
countries and that contemplates a bilateral agreement between the 
United States and each recipient country, the two to be tied in to­
gether, and I am sure that it is contemplated that what you are just 
now saying should be fully covered in those two . agreements. 

}\.fr. LoDGE. You would agree that it would be very desirable, in 
fact, it would be essential, for us and these participating countries to 
agree on an over-all policy in this connection especially since it con­
stitutes a burden on the American taxpayer? 

wir. CLAYTON. Indeed. 
~Ir. LoDGE. Thank you very much. 
I assume in connection with the point which Mr. Vorys brought 

out with respect to tying in the ERP with ITO that you would feel 
thu t until the ITO gets going it would be desirable to implement the 
purposes of ITO within the framework of the ERP? 

1fr. CLAYTON. Yes. I think that is being done or would be done 
in the condition relating to the lowering of trade barriers and taking 
other steps to liberalize trade and increase trade between these coun­
tries and between them and other parts of the world. 

~Ir. LoDGE. Tha.t. would necessarily mean attempting to bring 
uhout a situation where there would be uniformity in currency ex­
change value reforms in the tax structures of these participating coun­
t,ri s, and also devaluation of currencies? 

Mr. CLAYTON. I do not know about uniformity in their tax struc­
tures, l\1r. Lodge, but certainly one of the most important elements, as 
of course you know, in any reform relating to Inoney and budgets and 
that sort of thing, is the tax structure of a country. 

11r. LoDGE. That is right . 
.1\.fr. CLAYTON. That would certainly be involved in the condition 

relating to the taking of the necessary~ measures to put their financial 
and monetary house in order. 

'l'he tax structure would certainly be a large part of that. 
I <fr. LoDGE. Do you feel, sir, that it is desirable that the price­

control structure within the e various countries be kept intact, or be 
increa ed, or be diminished? 
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Mr. CLAYTON. That is something tha.t I have thought about very 
little and I think that so far as the contract or agreement with these 
countries is concerned, that we should be careful not to go into details 
as to how they are to do things or what particular steps they are to 
take. 

I think it should be phrased in terms of the end result of what is 
expected to be done, where you are going to arrive, rather than in 
saying how it has to be done. 

Mr. LoDGE. Do you think they will do these things without even a 
suggestion from us? 

Mr. CLAYTON. I think, Mr. Lodge, it is going to be highly desirable 
that when the program gets under way and after these agreements are 
made, that we have a very competent organization sitting in Europe 
and working with these countries almost from day to day to be of any 
assistance to them that we can, with administrative assistance, 
technical assistance, and follow the performance under the agreement. 

Mr. LoDGE. Do you think it would be desirable for any of these 
countries to change their price-control structure? 

Mr. CLAYTON. I would not be able to express an opinion on that 
at the present time. 

I am not sufficiently familiar with that. That is something that 
is pretty hard for us to say in the United States. There is a great 
deal of difference of opinion on what we should do. 

Mr. LoDGE. It seems to me that that is a very vital matter on 
which I personally would like to obtain the views of some member 
of the Government, because after all, it has a direct bearing on the 
reciprocal self-help eontemplated under this program. 

Mr. CLAYTON. Yes. 
Mr. LoDGE. The reasons will probably be more obvious to you 

than me. 
Mr. CLAYTON. I am sorry, I would not be abl to express an opinion 

on that. 
Mr. JoNKMAN. Mr. Chairman, I think Mr. Lodge has laid his finger 

right on the crux of this whole situation, when he spoke about the 
managed curreney. 

I would like to see if I can illustrate that. What is th legal 
exchange rate of the franc in France today? 

Mr. CLAYTON. Around 119 francs to the dollar. 
Mr. JoNKMAN. What is the free-market rate or black-market rate? 
Mr. CLAYTON. I have not heard recently. During the summer 

and early fall when I was there it was around 250. 
Mr. JoNKMAN. That is at least twice the legal rate, is it not? 
Mr. CLAYTON. Yes. 
Mr. JoNKMAN. Now, if you have a double standard of that kind is 

it not true that it is going to double the cost of their exports so that 
the producer will seek a local market over the price of a foreign mark t? 
Is that true or is it not true? 

Mr. CLAYTON. It is generally true. 
Mr. JoNKMAN. That is all I wanted to know. 
Now, in the second place, they are halving th cost of tbeir imports. 
Mr. CLAYTON. I beg your pardon? 
Mr. JoNKMAN. They are halving the cost of their imports? 
Mr. CLAYTON. When they can import, yes. That is cutting in 

half the cost to the private buyer in France. Imports are purchased 
at world mark~t prices, usually in dollars. 
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:Nir. JoNKMAN. Absolutely. 
Mr. CLAYTON. Not to the Government. 
11r. JoNKMAN. The only way the Government can stop it is by 

restriction on imports? 
Mr. CLAYTON. That is right. That is the way they do stop it. 
l\fr. JoNKMAN. So the inevitable result of that double standard of 

currency is to discourage exports and encourage imports. 
lVfr. CLAYTON. It does not encourage imports because the existence 

of the double standard forces the Government to take measures to 
prevent imports and they do that. 

~lr. JoNKMAN. You are in the free market but in the free market 
that is the inevitable result. 

Mr. CLAYTON. There is no free market in a country like that. 
11r. JoNKMAN. But you would have the same results. You are 

simply trying to get imports and you are not exporting. 
11r. CLAYTON. That is right. 
11r. JoNKMAN. If we furnish them the money to buy imports, we 

are increasing the malady or disease, are we not? 
1·1r. CLAYTON. I do not think so. 
1.1r. JoNKMAN. Let me ask you this: We say, for instance here, in 

the bill, "Accordingly it is declared to be the policy of the United 
tates that assistance be given to those countries of Europe partici­

pating, not which promise to participate," but "participating in a 
joint European recovery program based on self-help and mutual 
cooperation." 

You, for instance, objected to making the joining jn the ITO a con­
dition precedent to our he1p, Are we going to make any conditions 
precedent before we give this money? 

Mr. CLAYTON. Of course I am not making the conditions and I do 
not know, but I would think that the bilateral agreement of which I 
have spoken, between the United States and these participating or 
recipient countries should be very precise in stating certain conditions 
under which the he1p would be extended. 

:\Ir. JoNKMAN. You mean conditions precedent or conditions that 
they are to work up to sometime? 

11r. CLAYTON. They 'vould have to be of both kinds, because 
obviously there are many conditions that they cannot perform under 
bcfor they get the aid, as for example restoration of production of 
oal and food. They cannot do all that before they get the money. 

But they can do it concurrently ·with receiving the aid. 
~Ir. JoNKMAN. But some countries have done that, have they not? 
1\Ir. CLAYTON. \Vhat? 
1•Ir. JoNKMAN. Restored their currency at considerable difficulty. 
~Ir. CLAYTON. Yes. They have. They had an easier situation 

than son1e of the countries. 
:'on1e of the countries have restored their currency situation. 
~'fr. LoDGE. Italy? 
l\1lr. CLAYTON. Well, Italy has practically abolished the control; 

practically, and has restored the free market. As I understand it, 
that is about what has taken place in Italy. 

1\h·. JoNKMAN. The point I am n1aking is, that we can go forever 
pouring money in there and until they get their house in order as far 

culT ncy and price control is concerned, you are not going to get 
the production that you say they need in order to recover. 
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It is a good deal like a. blood transfusion without stopping the 
hemorrhage or the cause of the loss of blood in the recipient. 

You can keep it up forever until both are dead. 
Mr. CLAYTON. You are not going to do it, of course, Mr. Jonkman, 

until you get the money thing in order. There is no question about 
that. But there are different ways of getting the money thing _in 
order. 

I do not know that you would want to make a condition that 
immediately or as a condition precedent to giving aid that a country 
"X" had to turn its money loose absolutely and restore a free 
market. 

Mr. JoNKMAN. It 'vould probably be done too drastically, but it 
should be done within a 6 months' period or a year. 

Mr. CLAYTON. I think each country should agree that they are 
going to do certain things. As to how they are going to do them 
I think would be inadvisable to place it in every case in! the:·; agreement. 

That is something that I think would have to be worked out by 
the organization or by the administrator or the ambassador, whoever 
he is, in Europe, 'vho is handling this n1atter w·ith them, work that 
matter out as they go along, in many cases. 

In some cases you can be precise and specific, but in this question 
of money, and taxes, budgets, fiscal policy and all that sort of thing, 
as we know in this country it is a highly technical and difficult 
problem. 

I do not think you can sit down and write a prescription for them. 
It is a little difficult to do for ourselves. I do not think you can sit 
down and write out a detailed prescription of exactly when they are 
going to take this and that step. It is something, I think, we would 
have to work along with them and try to help them work out as they 
went along. 

They must agree that they will do it, that they will put the money 
matter in order. 

Mr. JoNKMAN. Now, you take the objective as stated in the Paris 
Committee report. It is in these 4 years to restore production, or 
to create production, I presume the real situation is, in Europe, com­
parably to what we did in 1941-44, which we call good for ours lves. 

Now, do you think that they can ever accomplish anything like 
that as long as they have over there price control, a doubl standard 
of currency, quotas, nationalization of industry, and all the e ~thing~? 
Do you think that they are going to be abl to increa e their produc­
tion under those conditions? 

Mr. CLAYTON. Price control might be done. It might be done 
under price control. I do not think it could be done under a double 
standard of currency. On quotas I think they will have to continue. 
I do not think they can do otherwise. 

Otherwise, it will open the gat s wide and let everything come in. 
I think you would agree that they would not want to let every man 
that was able to buy dollars with the local currency that he had, buy 
a Cadillac automobile or something of that kind. 

Mr. JoNKMAN. I think you would agree to that? 
Mr. CLAYTON. I say I would, and I have an idea you would. 
Mr. JoNKMA T. I certainly would. 
Mr. CLAYTON. I think you have got, to ex rcise some quota control 

so that I believe it is a little difficult to put down in th agre ment 
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that you would have with these countries all the things in detail 
that thev have to do. 

I think you have got to leave something to the administration of it. 
11r. JoNKMAN. Have they done anything along the lines of this 

program up to the present time? 
1fr. CLAYTON. Yes, sir; they have done a good deal. In France, 

after taking five votes in Parliament, they adopted a taxation program 
on capital, with the right of the taxpayer to take bonds if he preferred 
to do so, amounting to 125,000,000,000 francs. 

They have taken certain steps with reference, so I understand, to 
re-forming their tax system. 

They have taken certain steps to reduce the cost of the Government, 
to reduce the number of employees, and matters of that kind, and I 
believe Italy has taken some steps in that direction too. 

But mind you, ~1r. Jonkman, they have done these things or are 
atteinpting to do these things under the most difficult conditions they 
have ever seen in peacetime. 

~fr. JoNKMAN. I realize that. Of course, there are governments 
struggling for power under that. But after all, all you have mentioned 
right now was only the first objective and the first step to balance the 
budget. 

That is what France took all these measures for, revising the tax 
structure, capital levy, and so forth, to balance the budget. 

That is an absolute first essential. 
11r. CLAYTON. It is, of course, essential. 
11r. JoNKMAN. You claim that step has been taken in France. 

That first step you claim has been taken in France and Italy? 
Mr. CLAYTON. They are taking it. They have not gone all the 

way, I am sure, but they are working in that direction so far as I can 
tell, very earnestly and very seriously. 

~fr. JoNKMAN. That is all, Mr. Clayton. 
1fr. LoDGE. May I ask one more question? 
I am very much in sympathy with the great difficulties they are 

having in all these countries and with the principle involved in the 
European recovery program. 

I simply think it is just as well to face the brutal realities and I 
assume you will agree with me, sir, that if one country has an excise 
tax on an article on which it has made a customs union agreement 
with another country, such a customs union would be almost impos­
sible to implement. For instance, let's assume, under the Benelux 
Agr ement, that Belgium and Holland agree that beer should be a 
free-trade article, but in Belgium there is an excise t.ax on beer. In 
Holland there is not. Quite obviously there would have to be uni­
fonnity of tax structure. I assume you would agree to that, sir. 

11r. CLAYTON. Yes, sir; if the tax applied only to imported beer. 
1'fr. LoDGE. Furthermore, let's assume that they achieve that and 

then Holland decides to inflate its currency. Then either Belgium 
would have to inflate its currency to the same level or the customs 
union would be impossible. 

~lr. LAY'l'ON. For a while anyhow. 
,J. fr. LonGE. The v ry principles of ITO we want to have imple­

Jn ntr.d under ERP vyould he almost an i1npossibility unless there is 
. ome c •onomic f deration, sorne unifor1nity with respc'ct to fisral and 
tn · matt8r , within thpse countrirs. 
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Mr. CLAYTON. ~Ir. Lodge, I could not fully agree ,~...-ith that. The 
principles of the ITO are the reduction of trade barriers between 
countries, and elimination of the quotas system in trade between 
countries, elimination in time of the preferential system, and things of 
that kind, and those things can be done, I think. 

Mr. LoDGE. Without those internal change ? 
Mr. CLAYTON. Yes. I think they can. They can ubstantially be 

done. Of course, I think that an economic federation is highly 
desirable in Western Europe. • 

Mr. LoDGE. I am glad to hear you say that. 
Mr. CLAYTON. I agree fully with that. That i a big order. 
Mr. LoDGE. I realize that. 
Mr. CLAYTON. It takes son1e time to work it out. You cannot 

expect that to come quickly. That it will come in time I fully 
believe. But it will take time to work it out. 

Mr. LoDGE. We have variations in the tax structures of our several 
States. I do not believe complete uniformity is necessary. 

But certamly 1n the Instance which I gave, an enlargement of the 
free trade area in that particular commodity would be an impossi­
bility, would it not? 

Mr. CLAY'l'ON. It would be, unless the countries worked very clos ly 
together in respect of these other matters. 

Of course, to have a real customs union you almost have to have 
a uniform currency. You almost have to have the same system, a 
you say, of an economic federation which involves the same currency, 
tax system, and so forth. 

To have a real customs union you almost have to have that. We 
have practically that in the United States. 

Mrs. BoLTON. But there are other unions in addition to customs 
unions, and is there not a very real need for th joining togeth r of 
the western powers of Europe in ord r to be any force acrainst the 
intrusion of the Eastern pressures? 

Mr. CLAYTON. That gets into the political field which is out of my 
general knowledge and experience, But I believe that, too, Mrs. 
Bolton. But that is something, perhaps, a long time in the future. 

Mrs. BoLTON. But Mr. Clayton, the point is that unless they get 
strength now there would not be any future. 

Mr. CLAYTON. Well, I think this on that point--
Mrs. BoLTON. I will put it this way: there may not be any futur . 
Mr. CLAYTON. I think that the thing that wear all cone rncd nbout 

now is the preservation of the integrity and the ind pend n of 
these countries, and if we help them get on their f et conoinically, it 
is my belief for whatever it may be worth, that they will be able to 
do that, to preserve their integrity and their independ nee. 

Chairman EATON. Thank you, Mr. Clayton, We are delight d to 
have you back. 

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

Chairman EATON. Now, we will return to our distinguished friend 
and visitor, the Ambassador. We would like to finish with the 
Ambassador by 12 o'clock, if it is possible. 

Mr. Lodge, you may proceed. 
Mr. LoDGE. Am I limited to 20 minutes? 
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Chairman EATON. I think so. Could you contain yourself within 
that time? 

Mr. LoDGE. If you request me to limit myself to 20 minutes, I 
shall do so. 

Chairman EATON. Yes. We will ask the Ambassador to use one 
word instead of 12, if possible. 

11r. JAVITS. I have had no opportunity to question the Ambassador. 
I am perfectly willing to forego that. 

Chairman EATON. I thought you were requesting Mr. Clayton 
in lieu of :Nfr. Lodge. 

Mr. JAVITS. I will yield to Mr. Lodge. 
Chairman EATON. Mr. Lodge. 
Mr. LoDGE. Mr. Ambassador, since it is obvious that unless every 

section of the United States is functioning at its highest efficiency the 
country cannot meet the great demands which are going to be imposed 
upon us by conditions abroad. 
It is important that enough petroleum be set aside to care for our 
vital needs. I understand the Middle East will not be in mass pro­
duction prior to 1951 when the program expires, and therefore I 
should like to ask you this, sir: Will the plan contain agreements 
providing for repayment to the United States in subsequent years of 
whatever petroleum is necessary to reimburse us for our outlay 
between now and then? 

Ambassador DouGLAS. The plan, of course, contemplates a very 
substantial increase in the production of petroleum products in the 
1'1iddle East, and in other areas outside of the continental limits of the 
United States. 

I an1 not quite clear as to what you mean by "repayment." 
\ 'Ir. LoDGE. I n1ean that since these oil fields will not be in large 

production, as I understand it, until 1951, in view of our dwindling 
petroleum supplies and the extremely acute shortage we are now 
suffering in certain regions, notably in New England, I would like 
as urance that when this area in the Middle East is in large produc­
tion we will be reimbursed. 

Ambassador DouGLAS. You mean by making available to us a. 
larger sup ply of oil from that area? 

1fr. LoDGE. Yes; because we are spending more than our income. 
we are spending our capital. 

Arnbassador DouGLAS. I understand that. 
1·1r. LoDGE. My question is simply an expression of 1ny concern 

over our dwindling oil resources and the hope that we can do this 
job provided these agreeinents look forward to repayment in kind. 

Ambassador DouGLAS. Certainly, Congressman, it would be con­
t mplated that a larger volume of petroleum products be made avail­
able in these areas for the United States, as they came more and more 
into production. 

On that particular point I would like to point out that if any 
adver e development should occur in western Europe, and the sort 
of difficulty dev loped there which some of us have envisaged as pos-
ihilities, should the United States fail to come to the support of the 

western Europea.n countries, then that source of supply of petroleum 
product n1ight very well be cut off from us entirely, so that in order 
to achiev the very acbnirable purpose, which you have in mind, we 
must be assured of fundan1ental recoverv in western Europe. 
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Mr. LoDGE. I think that is a very important point to bring out. 
I take it, then, that the answer to my question is that these agree­
ments will contain provisions looking toward the situation I have 
cited. 

Ambassador DouGLAS. The making available of additional pe­
troleum products to the United States. 

Mr. LoDGE. Now, Mr. Ambassador, the 16 nations, as I under­
stand it, largely ignored western Germany's potential contribution to 
the Marshall plan. It was drawn up before the break-down of the 
London conference, when it was still necessary for the western nations 
to assume that the Allied reparations agreement including the dis­
mantling program would be carried out. 

Is that not correct? 
Ambassador DouGLAS. Well, I do not have the figures in front of 

me on reparations, but no plants in Germany, as I understand it, 
have been dismantled in addition to the plants contemplated and 
indicated for dismantling under the agreement of August 1947. 

The deliveries under them have been very substantially smaller than 
the dismantling that has been undertaken. 

Mr. LoDGE. My point is that since the 16-nation report was made 
prior to the London conference, it was based on certain assumptions 
in connection with western Germany and the Allied reparations agree­
ment in particular, which assumptions can be said no longer to prevail 
because of the intervening circumstances and that by thus reducing the 
steel products which could be produced in Germany the 16 nations 
were compelled to make demands for United States steel, which it 
would be impossible for us to meet without increasing inflation and 
bottlenecks in vital areas of American production, such as freight cars, 
automobiles, and farm machinery. 

Ambassador DouGLAS. Well, I think the contributions possible to 
be made by Germany to European recovery were calculated by 
bizonal authorities and submitted to the Paris Conference. 

Mr. LoDGE. But they were calculated on the basis of dismantling? 
Ambassador DouGLAS. They were calculated upon the level of 

industry to which the commanders-in-chief of the bizonal area in 
August 1947 had agreed. 

That level of industry, as I recollect it, provided for retaining in 
the bizonal area of Germany enough in steel productive capacity to 
produce 10,700,000 ingot tons of steel a year. 

11r. LoDGE. Was not that based, sir, on the assumption of dis­
mantling in accordance with the Allied reparations agreement? 

Ambassador DouGLAS. No. You see, the original level of industry 
in Germany contemplated the retention of productive capacity in the 
amount of some 7,000,000 tons, and the actual production of that re­
tained production capacity of about 5,800,0"00 ingot tons a year. 

Mr. LoDGE. In other words, not a full capacity? 
Ambassador DouGLAS. Well, there always is, or v ry fr qu ntly is, 

a difference between total absolute productive capacity and tho actual 
production. 

Now, the now level of industry that was agreed to betw en the 
British and United States authorities in August 194 7 raised very sub­
stantially the amount of productive capacity that 'vould be retained in 
Germany in order that the production of steel in the western zone 
might rise to a level of 10,700,000 tons, as compared with the 5,800,000 
ingot tons we agreed to in 1946. 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAl\1 345 

1Ir. LoDGE. Would you say it could rise still higher if the dis­
mantling were to stop as of today? 

Ambassador DouGLAS. Now, I am not thoroughly acquainted with 
all of the details of dismantling, Congressman. Under certain condi­
tions, of course I assume the production of steel in Germany could 
be increased. 

"\Vhether it would be economic is another question. 
1ir. LoDGE. I think your point of view on this is particularly im­

portant, because of your familiarity with the coal situation: If Europe 
required less steel from us, we could manufacture more freight cars to 
permit increased transportation and export of coal to produce more 
steel in France and Germany. Therefore a moratorium on dismant­
ling plus a slight increase in coal imports might have very beneficial 
result . 

Ambassador DouGLAs. I doubt very nnlCh, Congressman, 'vhether 
that would be the result within the course of the next several years. 

The actual production of steel in western Germany today is running 
at the rate of somewhere in the vicinity of 3,600,000 tons. 

There is then a very great margin between the actual production 
of steel in western Germany today, and the amount of steel that can 
be produced under the retained productive facilities. 

It would take several years. 
~~Ir. LoDGE. \Vas not that due principally to lack of coal? 
Ambassador DouGLAS. It was due to a variety of things-lack of 

coal among other things, the dilapidated state of their plants, disrup­
tion of transportation, and a variety of factors of that order. 

So that even if, to assume an exaggerated situation, if the pto­
ductive facilities were retained in Germany to the extent of, let us 
say, 17,000,000 tons of steel, it would not affect in any way the!pro­
duction of steel within Germany during the course of the next 15 
months, the course of the next 24 months, the course of the next 36 
months. 

11r. LoDGE. You mean that even if we allowed them to do it they 
could not do it? 

Ambassador DouGLAS. It could not be done. The Paris report 
indicates that even if the productive capacity in Germany to be 
r taincd were very much higher than that conternplated in the new 
l 'V l of industry, no effect would be felt upon the dcnw.nd for steel 
frmn the United tates. 

11r. LoDGE. It would be on paper and would not be accurate? 
Ambassador DouGLAS. That is right. 
11r. LoDGE. Would it be proper for me to ask you if you could 

furnish this committee with a written statement to the effect that if 
the dismantling were to cease completely it would not relieve the 
demand on United tates steel, in order that we may have that in the 
record? 

Amba sador DouGLAS. Yes, sir. 
(The information referred to is as follows:) 

HELA'rTO!'l' Ih~TWI<;I•;N, I·~LECTIVE Dr~M.\~TJ,I~G OF A PART OF THE STEEL CAPACITY 
I • TTIE BrzoN r. Ani~A oF ... ERMA y AND PosstBLJ•j I. eRE<~ SED STEin, Pno­
o CTION 

ThP c RRn.t.ion of the (li:·nnantling nf t.hn.t part of the Rtcel apa.cit.:v A hcclttle1i 
f r removal from thP bizonal n.rcn. of Germany wonlcl not provide a basis for a 
significant increase in ·t.e •l ontp11t. during the period of the l~~ urop an recovery 
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program. The basic problem of raising steel production in the bizone area from 
the present level of 3.6 million tons a year to a level of approximately 10 million 
tons in the 1951-52 fiRcal year concerns the effective utilization of retained 
capacity of about 12 million ingot tons. The provi ion of larger qnantities of 
coal in the area, however, would not in itself be ufficient at thiR time to induce 
a significant increase in production. 

The problems of reactivating the steel industry in the bizone area involve 
determined and carefully coordinated actions to break a long succe sion of bottle­
necks which will arise as steel output gradually increases. In the final anaylsis 
the problem of increasing steel production in the bizone i. intimately related to 
the larger and more complex tasks of restoring a balanced and orderly expansion 
of industrial activity throughout all the important sector. of the economy of that 
area. 

In recent months the provision of metallurgical coke to the ~ teel plants in the 
bizone has not been a factor limiting production, although coke shortages might 
again reappear when steel output reaches a higher level, or, of cour e, if coal 
production in the Ruhr should decline from present levels. At this time inade­
quate transport impedes the movement of available upplies of coal and coke 
from the mine pitheads to the steel mills. Other factors which will probably 
retard the rate of expansion of bizonal steel production are electric power supplies, 
housing, adequacy of food supplies for the steel workers, provision of other in­
centives to reward increased labor productivity, effectiveness of management, 
the maintenance of a steady flow of scrap, iron ore and alloying materials to the 
steel mills, and the availability of replacement parts and materials for the repair 
of equipment. 

In view of the many factors involved in the expansion of . teel production to­
gether with the fact that they ramify throughout the economy which the bizone 
steel industry serves and on which it is based, the problem of raising steel produc­
tion to the target levels cannot be solved by adopting a ingle expedient such a 
the provision of larger quantities of coal. 

Progress is being made toward the realization of .Rteel production targets in 
the bizone area. It is probable, moreover, that steel production in the bizone 
can be raised this year to levels above those foreca t in the CEEC report for 
1948. If the present favorable trends in bizone steel production can be main­
tained, output might reach a level of about 5 million ingot tons. Achievement 
of this production goal, however, would not diminish the requirements of the 
participating countries for steel from the United States . It is anticipatecl that 
the economy of the bizone area will utilize the full amount of steel which might 
be realized from production in excess of target estimates. 

Since the economy of the bizone area will not be capable in the next 4 year. 
of supporting and maintaining steel production in excess of 10 million tons a year, 
consideration should be given to the ability of other countries to utilize the Rteel 
capacity scheduled for dismantling and removal from the bizone area. The 
estimates of the executive branch regarding teel production in the participating 
countries arc baserl on the assumption that a part of the steel capacity Rchedul d 
for removal from the bizonc area will in fact be utilized and that the r moYcd 
capacity will contribute toward the achievement of the steel production 1argeL 
of the participating countries. It i. to be expected therefore· 1 hat tlu• st c I rc­
quiremPnts of the participating countries from the United SlateH will h<· i11 ·rca Pd 
if the dismantling of German teel plans schednled for removal \\en' t<'rminat ,d, 
and also the steel making equipment requirementH of the participating countrie: 
from the United States will be increaRed. 

Mr. ~ODGE. As I understand it, coal is $10 p r ton and ste 1 $100 
a ton f. o. b.; and if we could diminish the demand on United 'tate 
steel by exporting a little coal and stop th disinant.ling, we would 
be reducing the over-all cost of the ERP program OV('r a 4-ypar 
period by a very substantial figure. 

Ambassador DouGLAS. I will be V<'ry glad to furnish you a detail<•d 
or complete statement confirming whn.t I hav said thi morning. 

Mr. LonGE. Thank you very mu h, sir. 
Now I would like to ask you this: Is on of the 1nain hop s of th 

FRP that as Europe produces surplus capital goods through the 
surplus of British coal, or by any other n1 ans and by a concat nation 
of other circumstances we can reasonably exp ct that th agricultural 
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surpluses in eastern Europe will come and get those capital goods, 
iron curtain or no iron curtain? 

Ambassador DouGLAS. The calculations that were made at the 
Paris Conference and those that have been made here presuppose a 
restoration of reasonably normal trade relations between eastern 
Europe and western Europe during the period of which weare speaking. 

I think it is an objective, certainly, which is admirable. 
1fr. LoDGE. In other words, the reason there is not much trade 

now is not so much the iron curtain as it is the lack of agricultural 
surpluses in eastern Europe and the lack of capital surpluses in western 
Europe? 

Ambassador DouGLAS. Well, it may be a combination of both, sir, 
at the moment. 

Jvlr. LoDGE. But do you have faith that the sheer trade momentum 
to be set up by surpluses in both those areas will to some extent break 
down the iron curtain and contribute to the recovery of Europe? 

Ambassador DouGLAS. I think I indicated if the western European 
countries recover stability in their productive capacity that the draw 
of certain of the eastern countries to western countries, will be 
irresistible. 

1\Ir. LoDGE. I think that is very importan . Mr. Ambassador, one 
of the interesting things you stated to us was that the population of 
Em·ope had increased by 20,000,000. 

Ambassador DouGLAS. Yes. 
~fr. LoDGE. That is the western and eastern Europe? 
Ambassador DouGLAS. No. That increase in population occurred 

only in the 16 western countries, plus ·western Germany. 
l\1r. LoDGE. In the 16 western countries. Well, now, does this pro­

gram look forward to attempting to find some solution for the over­
population of Europe, such as attempting to induce people in areas 
that are particularly overpopulated to move elsewhere and try to 
precipitate a situation where some relief can be found for that par­
ticular distress? 

Ambassador DouGLAS. There are two respects in which the ERP 
would operate to relieve the distribution of population. In the first 
place, the 16 European countries committed themselves progressively 
to rc1nove barriers to the movement of people. 

In the second place, the European countries have independent 
terri torics overseas. 

They do contemplate dcvelopinent within those colonial posses­
sions, \Vith the result that insofar as this particular group of countries 
is concerned there would be a dra\v from the colonial areas upon the 
population of these 16 countries. 

~1r. LoDGE. Am I to understand, with respect to the first part of 
your answer, which is very interesting to me, that under the terms 
of that part of your answer the surplus population in Italy, for 
instance, would be allowed freely to move to France, where there is 
a lack of manpower? 

An1ba sador DouGLAS. That is right, sir; and the French and the 
Italians are now-if they have not already concluded- discussing an 
agrcc1nen t. 

l\fr. LonGE. That could t-reate a very healthy situation. 
Ambassador DouGLAS. Y cs. 
~1r. LoDGE. For both countries? 
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Ambassador DouGLAS. For the entire area. 
Mr. LonGE. Would that also apply to Turkey~ for instance, where 

I believe the population is only about 18,000,000 people, and Turkey 
is definitely an underpopulated rather than an overpopulated country? 

Ambassador DouGLAS. Turkey is a participating country, and 
they participatr therefore in the undertakings. 

11r. LonGE. Now, 11r. Ambassador, I return to this question of 
strategic materials. 

One of the main thoughts I get from you is that your objection to 
strengthening that clause is that then these countries will not be 
able to export these strategic materials for additional dollars, and 
that seems to me to presuppose that if we do not get strategic materials 
in sufficient quantities under this program, we will therefore spend 
additional sums getting them on our own. 

Do you believe that to be the case? 
Ambassador DouGLAS. Well, the calculations of the exports for 

which these countries will receive dollars was based upon their export­
ing strategic raw materials to the United States. 

Mr. LonGE. I was talking about the long-term future, sir. 
Ambassador DouGLAS. Yes. You mean after the 4X years, or 

whatever the period may be? 
Mr. LonGE. Yes; when we may no longer have this acute situation. 
Ambassador DouGLAS. Your question is, I take it, whether they 

should commit themselves to repay us, x years in advance, with stra­
tegic raw materials for which we pay nothing; was that the question? 

Mr. LonGE. I would not say we paid nothing, since we have been 
asked to appropriate $6,800,000,000. 

Ambassador DouGLAS. Then I am sorry; I am not quite clear. 
Mr. LonGE. My point is that it seemed to me that your objection 

both to the handing over of strategic materials in the immediate 
future and to the long-term handling of strategic materials was based 
on the assumption that if they were not handed over as a quid pro 
quo under this program, we would nevertheless buy them, thereby 
adding to the dollars these countries would hold; it does not seem 
to me that it necessarily follows that we would be in a position to pur­
chase all of the strategic materials we might need unless we get them 
under this program, on a long-term basis. 

Ambassador DouGLAS. Oh, well, the program does not contemplate 
that at the expiration of 4X years conditions in regard to stratcgie 
materials, would terminate. Indeed, it is expressly provided that tho 
agreements in regard to the undertakings in regard to strategic nla­
terials will continue for such term as may be agre d upon in tho bi­
lateral arrangmnents which this country makes with the participating 
countries, and those agreements may stand for a period of 20 or 25 
years. 

Mr. LonGE. In that case we will be paying for those strategic 
materials only what we are paying under the program, and not addi­
tional sums. 

Ambassador DouGLAS. We will pay whatever the prevailing price 
might be. It would depend upon the tern1s of th contract. 

Mr. LoDGE. In other words, you would agree that we could accept 
delivery of strategic materials in the long-term future in reimburse­
ment for what we make available under this program? 

Ambassador DouGLAS. I think that is a question that no one can 
now answer, Congressman 
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~1r. LoDGE. Suppose it was provided? 
Ambassador DouGLAs. Nobody can now foresee what the ability 

of any one of these countries may be to forego dollar earnings 7, 8, 
9, or 10 years from now. 

11r. LoDGE. Suppose it 'Were provided that if there 'Were a dollar 
deficit. they would be allowed to sell these strategic materials; and if 
not then we 'vould get them by way of a quid pro quo for part of 
what we have turned over under the ~1arshall plan. 

Ambassador DouGLAs, Let me make this point clear in this discus­
sion we are having: We are not presumably referring to the repay­
ment, by delivery to us of strategic materials, of an:r loan to be made. 
We are referring now only to the grant. 

11r. LoDGE. Of course, in that sense it would constitute a loan, 
since there would be repayment. But I think I understand what you 
mean. 

Ambassador DouG LA&. You see, there is very express provision for 
th exten ion of loans to be rapaid in terms of strategic raw materials. 

11r. LoDGE. Yes. I think this would be a loan in that sense, Mr. 
An1ba.ssador. After all, it would be repayment, and if we prefer to 
obtain repayment in strategic materials rather than in dollars, that, 
after all, is all right. 

Ambassador DouGLAS. Express provision is made for an arrange­
ment of that kind. 

11r. LoDGE. The question is whether enough provision was made 
nd as whether the contemplated amount is sufficient or whether we 

could not raise that figure a bit. 
Ambassador DouGLAS. Perhaps you can, Congressman. I do not 

believe that anybody can foresee the future with sufficient clarity to 
make any categorica] statement on that particular subject. 

11r. LoDGE. I didn't believe that there should be a categorical 
provision. I thought it should be a provision which would depend 
upon certain circumstances which would be outlined in any agree­
ment that was made with any interested countries so that we would 
not be defeating the purposes of the plan. We would be perhaps 
helping the plan and also helping to fill serious shortages which we 
suffer from. 

Ambassador DouGLAS. It might conceivably be done. I am not 
giving you a satisfactory answer, I know, but I repeat that it is my 
honest. belief that one cannot now foresee what the situation may be 
in each one of the 16 countries. 

1Ir. LoDGE. You would not want to alter section 5, on page 18, 
where it simply states that these countries shall facilitate the sale? 
You do not want to make that clause any stronger than it now is? 

Ambassador DouGLAS. I would be very doubtful about the wisdom 
of doing it, Congressman. I think it might be done, and your purpose 
might be achieved, by increasing the amount of loans that could be 
repaid in terms of strategic raw materials; but I should be reluctant 
to stat(' that that could wisely and prudently be done in our own 
interests. 

Mr. LoDGE. However, if the clause wa so written that it would 
not operate against our interests, don't you believe that it might safely 
be done? 

Ambassador DouGLAS. Well, our interests, Congre sman, as you 
ar so well aware, are vitally concerned with the restoration of stability 
in thiR ar a and the maintenance of that stability. 
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• 
Mr. LoDGE. I agree with that 100 percent. 
Ambassador DouGLAS. To the extent to which we exact a condi­

tion which increases the risks implicit in the venture, to the arne ex­
tent we may be damaging our own long-term national interests. 

l\.1r. LoDGE. How do you believe that increases the risk? 
Ambassador DouGLAS. If we exact a condition which drains them 

of dollars to a greater extent than they would otherwise be drained 
of dollars,--

Mr. LoDGE. I do not assume that they are draining vitally needed 
dollars. No, 11r. Ambassador, I do not see how it \vould be draining 
necessary dollars, if it were based on a long-term future, when we make 
the assumption that if there is a dollar deficit they can sell the strategic 
materials, and if there is not, then we get them by way of a quid pro 
quo. I do not see how that would drain them of neressary dollar on 
a long-term basis. 

Ambassador DouGLAS. "\Vell, it might not. 
Mr. LoDGE. I would contemplate such a clause. I have not. yet 

completed my thinking on this, but I wanted to g t the benefit of 
your view because it would seem to me that that clause is a very 
weak clause in respect to strategic materials in \Vhich we arc of uch 
great need. 

Ambassador DouGLAS. Well, of course, this particular clause was 
written precisely for the purpose of requiring the appropriate par­
ticipating countries-and I say "appropriate" because I mean by 
that those who have overseas possessions or have, within the areas in 
which they have jurisdiction, the strategic raw materials or the pos­
sibility of developing such raw materials-that clause was inserted for 
the purpose of doing just what it says: facilitating the sale to us of 
raw materials that are strategic, on which these countries rely for 
dollars. 

Mr. LoDGE. That would be a sale which would have nothing to do 
with the program, particularly. I mean, they agreed to facilitate it; 
is that not right? 

Ambassador DouGLAS. Yes. Of course there are doubtless better 
words. Each person has his own vocabulary. I do not know· what 
better ·words to use. 

You know the provisions in the act and the intention in rrsp('et of 
the administration of the act in regard to the developm nt of th · 
strategic raw materials and the purchase by us. You l~now that ome 
of the local currency counterpart may be used for the purpose of & 

ploration for and development of strategic raw mat rial . Loan 
may be extended \vhich may be r paid, if not in dollars in son1e other 
way, including, among the other ways, strategic raw material . But, 
in addition to those measures, there is the provision that they n1u t 
facilitate the sale of strategic raw materials. 

Mr. LoDGE. You are satisfied, then, Mr .... \..n1bas ador, that th 
act contains everything that it can reasonably contain with re poet 
to strategic materials? 

Ambassador DouGLAS. Without looking too far into th future. 
Chairman EATON. The ti1ne of the gentleman has xpired. 
A1nbassador DouGLAS. There were a nu1nb r of question you 

raised this morning. 
Chairman EATON. I wonder if the A1nbassador would not submit 

a brief to us covering. this very in1portant, controversial question of 
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strategic materials? I have been listening ·with \\That little intelli­
gence I have an .. I cannot find out yet why we put billions of dollars 
over there and cannot get son1e of their strategic materials back, 
when \~te need thmn, in payment of our investment. 

If you can clear that up you will perform a miracle. 
(The inforn1ation is as follov~rs:) 

E ROPEAN RECOVERY PROGRAM COMMITTEE STATEMENT ON STRATEGIC 
lVfATERIALS 

The primary con ideration in connection with obtaining strategic materials is 
an increa e in their production, since production at current level 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 obtain­
ing a larger quantity of such materials than alternative plans which have been 
·ugge'ted. 

Tnder 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 increa~ed ources 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 countrie , local currency proceeds may be 
u~ed to fo ter exploration development for production (sec. 10 (b) (5)), and (4) 
the bilateral agreements will provide for the recipient countries' facilitating the 
sale to u in quantities, on terms, and for time periods to be agreed, of strategic 
materials beyond their requirements for domestic use and commercial export 
Lee. 10 (b) (5)). The time period may extend for a considerable number of 
year~. 

Furthermore the legif':laiioll authorizes the Admini.._ trator under certain cir­
cum ·tances to re 1 uire the repayment of loan::; under the program in the form of 
delivery of strate!!;ic materials. Ordinarily, however, it iR contemplated that 
uch materials will be purchased by u. ·with dollars separately appropriated. It 

i b lieved that the incentive furnished by our purchasing such materials for dollars 
will re:nlt in a greater production and a larger procur ment by us than would be 
the case if the countries were required to furni~h such materials without dollar 
payment as a condition of our a, sistance. Moreover, this procedure will p rmit 
tlw tranf'actions to be handled directly with private preducers and di. tributors 
rather than confining them to Government channels. 

I•qr the r~a onH Rtated above the l\1nnition, Board repre.-entatin' on the Inter­
departmental Subcommittee which prepared the policy recommendations on 
. trutcgic materials summarized in the Outline of the Europeau Recovery Program 
trongl. ' favored thl'.' propo~al in the form presented to the Congress. 

Tlw ultimate monetary co~t to us should be approximately the same regardleks 
'of whether we pay for such commodities in the future or " ·hether we require the 
countri s to furnish them to u~ without ollar payment. This may be explained 
a. follows: 

H if-; contemplated in any ca.'e that a , sistance und er the European recovery 
program ::-;houlcl be in the form of loans rather than grant:-; up to the estimated 
eapa<'it.y of t'ach participa.tin~ country to repay without jeopardizing the objective 
of u, tained economic Htability. In calculating the capacity of a country to re­
pay, it"' r ·ceipis from future e. ports of all types including st rategic matcrialfl ·which 
might hP sold to UH, would be taken into couRideration. If we r quire the eliv<:'ry 
f : trnte~ic materialR as a consideration for a "grant" the ca} acity of the country 

to r p y any loanH wonld correHpondingly be diminished . \\T ~ wonld to that ex­
t nt ha"<' to rNiuce the amount of any loan which mi~ht otht' rwi...;e have been 
n adP to th • country and to increaHe the amount of our grant. Any "grant" 
furni hNI on HIICh tNms would in fact become a loan. 

It makes lit.tl difference to ns financially therefore whether (aJ we make a 
m Jlpr pcrcentag of our assistance in the form of loans and a larger percentage 

i11 form of grants r q niring repayment of part of the grant in strategic materials 
(the grant thN ·by in fact becoming a loan), or (b) make a larger p rcenLag • of 
our a, sistane<' in the form of loans getting repaym nt of them normally in dollar · 
(J rt. of which would he suppli d by our pnrchase...; of str.a.te~ric mat rials) or in 
Jwcial cases in the form of Rt.ratcgic materials. 

'l'h(• sugge;;t ion that grants might b<' repaid by delivNy of strategic materials 
by auy cotmLry which at auy time in the fulure might have a d llar surplus cou-

GDO 2-48--23 
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templates the making of contingent loans. It involve for many years a con­
stant scrutiny of the ability of any country to repay. Such loan would decrea e 
the incentive of the European countrie to set their financial house in order and 
achieve balance in their external accounts. Such loan would add to the uncer­
tainty of private and other lending institution and thereby tend to po ·tpone 
the achievement of the objectives of the program. What is more important thi:; 
procedure might not encourage to the fullest extent the exploration for and develop­
ment of increased production of strategic material. 

In view of the great importance to the United States of increasing its supplie 
of strategic materials, we believe that the program which ha been recommended 
by the executive branch offers the greatest prospect of obtaining them in the 
largest quantities. 

Ambassador DouGLAs. Well, I can't walk upon the waters. 
Chairman EATON. If you keep on you will be able to walk on most 

anything. 
Ambassador DouGLAS. There is a matter that I think should be 

cleared up in the record. 
Mr. LoDGE. That question I asked of Mr. Clayton-! would be 

glad if the chairman would permit you to comment on it. 
Ambassador DouGLAS. That is about the report in the newspapers 

that the British had resisted the French proposal for the devaluation 
of the franc? 

In the first place, the French proposals for the devaluation of the 
franc were not made public. Devaluation of a currency, particularly 
in a complex situation like the one in western Europe, can be unclPr­
taken in a complicated way but create a whole series of adverso effect 
upon other countries. 

The question is not only the relationship of a particular currency to 
the dollar. It is a much more complicated one than that. The 
question also involves the relationship of that particular curren ·y to 
the cross rates; for example, to the Belgium franc, to the pound sterling, 
to the lira. And, while I think that no one oppose the d<.'valuation of 
the franc vis-a-vis the dollar and vis-a-vis the other currenci(\s, the 
question of how the devaluation shall be undertaken in relation .to all 
the currencies is a very, v~ry complicated one. 

Mr. LoDGE. I think that is very interesting, and I would lilre to a I· 
you, there, whether the devaluation effected in Italy by Finane<' 
Minister Einaudi did have repercussion because it wa not propPrly 
synchronized with the devaluation in other countric . 

Ambassador DouGLAS. That proposal in Italy was not submitt.Pd 
to the International Monetarv Fund. 

Mr. LoDGE. Did that havevbad effects? 
Ambassador DouGLAS. I cannot answer your question. It was a 

relatively recent development. 
It wa.s a mixture of free rate and fixed rate. 
Mr. LoDGE. It was devalued down to a certain level, hut not. 

completely devalued? 
Ambassador DouGLAS. Yes. There were certain dollar. n•<·<'i\TPd 

on account of e.·ports that were blocked and a c rtain proportion W<'l' • 

fn'e. 
Even though the Italian action nuty not have had any adv<'I'S<' 

cfl'ects upon othPr currcncic , one n1ight not l)l' ~ hlc to hu V<' th · 
same view about a propo cd dcvaluati n of another 'UIT 'll<'J. 

l\1r. LoDGE. It is a ma.tter of detail? 
An1bassador DouGLAS. Y cs. 
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~Ir. LoDGE. Would you say that it would be preferable if all the 
16 nations were to get together and devalue their currency at the 
san1e rate, simultaneously instead of separately, as now? 

.Amba sador DouGLAS. Whether that is practically possible, I do 
not know. 

11r. LoDGE. Would that involve the devaluation of the pound 
sterling? 

An1bassaclor DouGLAS. I would like to talk to you about that at 
another tirne, for reasons that you can understand. I did want to get 
in the record about the French. 

~fr. LoDGE. I would like, if I might, to thank the An1bassador for 
his un wers to my questions and for the intelligent, courteous way 
in which h has conducted himself throughout this gruelling ordeal. 

Chairman EATON. 11r. Ambassador, you were asked a question. 
You have not answered it and you have wandered all over God's half 
acre. 

The question was: Did England object to the devaluation of the 
franc-ves or no? 

Ambassador DouGLAS. I do not think thn.t "\vas the question. 
Chairn1an EATON. As I understand the English language, that vvas 

the que tion. 
~Ir. LoDGE. I thought thr Britjsh had objected to it, judging by the 

paper . I ,,,.as interested in precipitating a coorclin::ttion of intentions 
under the ERP because the witnesses ~ ·e have had, including yourself, 
ir, haYe te tified to the fact that the devnJuation of currencies is 

vital, and that, to a considerable extent, the American taxpayer is 
croino· to carry the load of the gap between the legal and rral value of 
currenC'ies in Europe. 

I imply wanted to make sure that our friends in Britain "\Vcre going 
to go along with us on this and it was not a question of going off in 
difl'Pren t directions . 

. ..\.n1bassador DouGLAS. I think the1 c is no question of the British 
going along in principle. I think you have to examine each proposal 
for dPYalun.tion in tCims of its details. 

hairman EATON. Before "\Ve penetrate further into the fog, the 
meeting of the Committer will be recessed until 2 o'clock, ''hen 
, ~crctm·y Royall will ap-pear before us. 

\V' want to xpress our thanks and gratitude for the very rcmark­
ublP rontribution that our friend the Ambassador has made. 

I hope he will stay within reach. 
Speaking i1nply as a citizen, and viewing the discussions here as a 

rev •lation of civilization, I have personally decided to seck a lodge 
in son1c va t wilderness as soon as possilblc. 

Arnba ador DouGLAS. Retaining me? 
1lwinnan EATON. I will ask the members of the committee to 

n•nw.in for ju t a rnomcnt in executive session, which will take just a 
momPnt, on a very interesting and personal matter. · 

(\Vhcr 'upon, at 12:05 p. m., the committee adjourn d until 2 p. m. 
th' ~mn • day.) 

AFTERNOON SESSION 

hnirman EATON. Wr will proceed. 
\\ <' have our di tinguished Srcretary of the Army, lVlr. Royall, who 

will pro ·eed to make his statement. 
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STATEMENT OF liON. KENNETH C. ROYALL, SECRETARY OF 
THE ARMY 

Secretary RoYALL. Mr. Chairman, I am glad to respond to the 
request of your committee and to outline the position of tho Depart­
ment of the Army on the ERP, particularly to discuss the relation of 
the plan to the American and British occupation zones of Germany 
which are at this time our responsibility. 

Last Wednesday and Thursday, in response to a similar request 
from the Senate Foreign Relations Committee, I stated to that com­
mittee rather fully the views of our Department, as well as my per­
sonal views, on the same subject. 

I would like to file with your committee, if I might, a copy of my 
statement prepared for the Senate committee, and then make a some­
what shorter initial statement here today. 

Chairman EATON. We would like very much to have you do that, sir. 
(The statement referred to is as follows:) 

STATEMENT BY SEcRETARY OF THE ARMY KEN. TETH C. RoYALL BEFORE THE 
SENATE FoREIGN RELATIONS CoMMITTEE 

JVIr. Chairman, The major responsibility of the Army is the defen e of the 
Nation. When there is economic difficulty, shortage of food and general unre t 
in the world and an economic and political situation which is unstable, that 
responsibility beco'mes acute and the cost to the Nat ion increase. . ·when the 
essential elements for economic stability and for peaceful developn1ent exi t 
among nations, the Army's immediate respon ibility become corre. pondingly 
lessened. I firmly believe that enlightened cooperative economic endeavor a~ 
visualized in the Et1ropean recovery program can go a long way towa.rd reducing 
the neces;;;ity for large scale national armament , and that without some such 
effort the Army and its budget should be immediately and m asurably incrcasNl. 

Germany, occupied b:v four major powers, two of ·which are participating 
nations in the proposed European recovery program, present a sp cial J>rohl m 
in this cooperative endeavor. The importance of Germany was clearly empha­
sized b:v Secretary l\1ar hall in an address delivered in ( hi(''tgo on November 1., 
in which he said: "The problem of restoring the Europe[m community inevitably 
raises in acute form the problem of Germany. The re~tnration of Europe involve:-; 
the restoration of Germany. vVithout a revival of Ckrman production tlwrc 
can be no revival of Europe's economy. But we must be very careful t.o sec that 
a revived Germany could not again threaten the European community." 

For mote than 2~ years the Army has been responsible for the occupation and 
government of one zone of Germany and for the prev ntion of disease and unr' t 
in that zone. During this period the economic rehabilitation of Germany ha 
become increasingly important both because it will contribute to the political 
stability of Germany and also because it offers the only reasonable opportunity of 
relieving the United States of the financial burden of food and other neces ·itics. 

The extension of economic aid to other countries of western Enrope economy 
is of particular interest to the Department of the Army because of the relation of 
German economy to that of the rest of Europe. 

Conversely we recognize that the rehabilitation of Europe would be difficult 
to achieve without increased German production of coal, steel, and other items. 

For many years prior to World War II, Germany was the industrial hub of the 
European economy. Around her the industry and trade of European stateH were 
geared. And the physical and moral collapse of Germany during aud after World 
War II created an industrial vacuum within the European Continent which help ·d 
render the entire economic machine inoperative. 

The report of the Committee of Europ an Economic Cooperation prepared a" 
a result of the Paris conference of 16 European nations last summer, ::;tate::; that 
the German "economy has been, in the past, and by th natur of things will 
remain, closely tied up with the economic s. tem of other European countri 
* * *. Other western European countrie cannot be prosperous as long aH t.he 
economy of the western zone is paralyzed, and a ub tantial increase of out.put 
there will be required if Europe is to become ind pendent of outside support." 
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To date German recovery has lagged :·o far behind that of the other countries 
of Europe a~ to retard the whole effort for European recovery. One important­
perhap::; the most important-factor has been the food situation. 

For the la t half a century Ge'rmany as a whole has had a sub tantial food 
deficit. This condition is now accentuated in the lnited States and United 
I\in(Tdom zones of occupation by the fact that the part of Germany allotted to 
Russia and placed under Polish administration compri"ed 25 percent of prewar 
Germany's food-producing area . Other factor. are the loss of large numbers of 
the producing age groups and an increa~ ed population in the western zone of 
about 6,000,000 people, many of which are nonproducers. 

The German ,jtuation differs in many respects from that of the 16 countries 
which participated in the Pari Conference. It i an occupied country, under 
control of four powers that have not been-and are not now-in agreement as to 
the ba::,ic principle ·· under the Potsdam Agreement to be applied in the admin­
istration of the country. The Soviets have prevented economic and political 
unity with the we tern zones and in their zones they have imposed a radically 
diiferent and highly centralized organization of the economy with all ba ic in­
du ' tries under public or direct Soviet owner -hip. 

The main fact about the German economy at present is that it is not yet quite 
a going concern. In addition to the lack of food there is a coal hortage, an in­
adequate transportation system and in ufficient supply of raw material . The 
di crepancy between the volume of currency and the quantity of available good 
L ·o great that purchasing power and the incentive of money earnings are ex­
tremelY low. 

The-economy of the merged United States and "Cnited Kingdom zone , is char­
act rized by a low level of production but, on the other hand, a surprisingly high 
leYel of employment. Total employment is less than 10 percent below the prewar 
level and unemployment is less than 5 percent of the regi~tered labor force. 

Yet industrial production in November 194 7 in the bizonal area as a whole was 
. t imated roughly at 44 percent of the 1936 level, with the index tanding at 56 in 

the United States zone and 40 in the industrially more important United Kingdom 
zon . 

Thi~ anomalous situation is largely accounted for by high rates of absenteeism 
and low productivity per man-hour. Plant often carry a full \vorking force on 
their pa, rolL in order to keep the labor force intact and to permit the workers 
to qualify for npplementary ration'. 

This over-all decline in hours and effectiveness of work is due to several factors, 
including: the larger proportion of older men in the work force, a smaller propor­
tion of skill d labor, and inadequate and varying nourishment. Other contribut­
ing factor" are the interruptions-as well a the industrial inefficiency-ari ing 
from under maintenance of plant equipment, hortages, and uneven flows of raw 
materials and transportation and fuel difficulties. 

The food and hou. ing. hortage. are the greatest factors. These shortages have 
I d employees to . upplement their inadequate rations b. black-market purchases 
from farmer.-; and this in turn has resulted not only in absenteeism but in wide­
prcacl labor unre t. 

II the matter of housing, the war damaP"e, especially in the larger western cities 
and to \' n:s is well known to members of this committee. 

1 .. xt to 'the .. hortagc of food, the lack of coal has been the most crious ob tacle 
to rPcovcry. Daily production of hard coal in the Ruhr, which was around 
400,000 metric tons in 1936, haR riRen from a low of less than 100,000 ton at the 
t imP of 'Urrcnd r to a high of 284,398 tons per day on November 29, 194 7. Coal 
production has varied up and down as food availability varied during this postwar 
p >riod. The eoal consumption situation i8 greatly aggravated by the current 
, riously r clue d fficicncy of coal utilization. 

I• innllv, industrial production ha suffered seriously from the lack of a completely 
at i fac(ory curr ncy, which mean. a lack of normal economic incentive:-;. The 

n ielL' mark has, it is true, retain d most of its value for the purcha:::;e of rationed 
itt•m , e>:pccially food, and for such other iten~s as rents, services, and transporta­
l ion. On the ot.her hand, the value of the rciChsmark for the purchase of nonra­
tiouPd products has be n greatly impaired, and there is general uncertainty with 
r JH•ct to its futur valu<'. Under the circumstances, tlw normal incPntivcs to 
labor to incrcas • its take-home pay and to management to produce for profit are 
far too weak to provide a basis for su ·tain d efiort on t.hc part of •i th ·r labor 
or management 

l ut for bomb damage the' war would have' l ~ft bizonal crmany in most in­
du t ric with a pot ntially operable industrial plant greater than that of 1936. 
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However, there was great bomb damage to industrial plant -a large part of 
which are still unrepaired, and some equipment ha deteriorated further since 
VE-dav. 

The-railway system suffered much heavier war damage than indu try in gen­
eral. The most immediate essential repairs to right-of-way have been made. 
Nevertheless, the general disorganization and the existence of zonal boundaries 
have caused an increase in the average length of haul and in the turn-around 
time of railroad cars. Furthermore, the condition of the rolling stock has dete­
riorated in spite of a well developed repair program. 

Industrial construction in Germany has been negligible since VE-day. It has 
been confined to essential repairs to transport and a minimum of repair and 
maintenance of plants. 

The volume of currency and bank deposits in Germany has been estimated at 
more than six times the prew&r l~vel. This expan.ion in the face of greatly 
reduced supplies of goods, seriously threatens the stability of the price and wage 
structure. And no foreign exchange rate for the mark ha been or can soon be 
established. Instead, exports are priced at world-market price in dollars. 

Although within Germany there is formal compliance with the official price._ , 
which are substantially identical with the 1936 and wartime prices, inflationary 
pressures continue. Official prices and wages have risen only moderately, but 
money has to a considerable extent lost its functions as the medium of exchange 
and store of value. Owners and producers of goods and services increasingly 
exchange them only for other goods rather than for money. 

This affects labor and agriculture as well as industry. Workers are apt to 
stay on the job only long enough to earn money needed to purchase their author­
ized rations at legal prices because money has negligible value for other purchases. 
The remainder of their time is often spent in scouring the countryside for addi­
tional goods obtained in exchange for personal belongings or for labor service .. 
This tempts the farmers to hold grain from collection, to feed it to livestock, or 
to barter it outside official channels of distribution. Only increased production 
together with financial reform to reduce the amount of money in circulation can 
remedy this situation. 

These, in brief, are the difficulties and complexities with which the German 
economy has been and is faced. Both the :Military Governor of Germany, 
General Clay, and the Department of the Army-and formerly the \Var Depart­
ment-have exerted every effort to meet and remedy this ituation. I Rharc th' 
general admiration for General Clay and for the splendid work that he and hL 
staff have done under most unfavorable circumstances. I will outline to you 
some of the steps that have been taken. 

The pooling of the economic activities of the British and American zones wa 
an organizational step in the interest of improving the general f'conomy. Thi 
bizonal economy merger was effective on January 1, 1947, and has, we hPii v , 
resulted in considerable progress. This arrangement has been continued into 
1948 under an agreement signed last month, and the fact that a large part. of th 
British contribution for relief funds has been necessarily eliminated doPs noL 
affect the administrative arrangement, although it gives· to the United 1 'tate 
greater financial and economic control. 

The United States-United I ingdom bizonal organization include' 1 he Bipart itc 
Board. The German bizonal agencies, establi:..;hed by United State.·- nit d 
Kingdom proclamation, include an Economic Council which has b • n gi'' •n 
broad powers to direct the economic reconstruction of the combined area, Hubjcct 
to the approval of the United States-United Kingdom Bipartite Board. 

The American and British Military Governors are currently discussing with 
bizonal German leaders proposals to double the size of the economic council to 
make it more repreo;f'ntative and to establish a second economic bodv with two 
direct representatives from each of the eight land governments. · 

At the beginning of the occupation the foreign exchange and trade of 1 h, 
United States and United Kingdom zones "ere conducted nt.ircly by and for the 
account of the occupation authorities. Since that time tlwr has h<• n a pro­
gressive relaxation of trade controls to prepare for the r<:e ·tabli~hmcnt of pri\'ll( 
trade. Foreign trade operationR have been partially decentralized and rct.urnecl 
to German hands, to the extent con~idcred compatible with the rcquircm •nt. to 
maintain full supervision and control over German imports and exports financed 
by the United States and United Kingdom Governments. 

In the first 9 months of 1947, the combined United Rtatc::; and Briti:-:~h zone 
imports consi ted of approximately 95 percent category A good::;, financed by 
England and ourselves and mainly com;is1.ing of food:-;1.uff:-~, fertilizer, and pet rolc·mn. 
Only about 5 percent were category B good:-~, including variou:-; con:-~um<'r good 
and raw materialt:>, which were principally financed by procc·cdH of export:. 
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For the rea ons previou.ly stated, import of foodstuffs are greater in volume 
and in value than before the war. Coal exports are about one-third of prewar 
in term of volume, but the average of all other exports is estimated a 5 percent 
of their prewar levels. The exportation of fini hed industrial goods, which before 
the war formed the backbone of German foreign trade, has hardly been resumed. 

"Under the new bizonal agreement it is estimated that the 1948 United States 
relief expenditures in Germany will be in the vicinity of $700,000,000, an increase 
of about . 300,000,000 due to the British dollar shortage. The United Kingdom 
undertook to provide a contribution in value of some 8Y2 million pounds (approxi­
mately 34 million) in 1947. They also undertook to provide goods and services 
in 194 from terling area sources valued at 17% million pounds sterling (approxi­
mately 70 to 87 million dollars). 

The agreement does not relate to expenditures by either Government for the 
maintenance of forces of occupation and control staffs in Germany. Those re­
main the responsibility of each Government. 

In an effort to demilitarize Germany and also to provide reparations for the 
Allies, a program for dismantling certain German plants began shortly after occu­
pation. The reparations program for removal of capital equipment was decided 
upon in the Potsdam agreement on August 2, 1945. 

In March 1946 a level of industry was established. This level was based upon 
treating Germany as a single economic unit, but Russia failed to agree to those 
terms of the Potsdam agreement. In August, 194 7, a new and higher level of 
inclu.:try wa fixed which resulted in greater productive capacity in the critical 
industries such as metals, machinery, and chemicals. There was a corresponding 
decrea e in the plants available for reparations. 

Prior to the establishment of the new levels, shipment had been made of a few 
plants obviously excess to any normal German peacetime requirements plus 
·ome general-purpose equipment from war plants. In the case of war plants, I 
want to emphasize that only the general-purpose equipment has been made avail­
able. No entire war plants have been allocated to any nation, and the special­
purpo. e war machinery has been destroyed. 

L'nder the original quadripartite allocation of plants from all zones, 75 percent 
wa.· to go to the western nations and 25 percent to the U. S. S. R. and Poland. 
But, when it became apparent in 1946 that Russia was preventing economic 
unification of Germany, deliveries of new plants-nonwar plants-to the Soviet 

nion were stopped pending further developments. The only shipments, there­
fore, now going to the U. S. S. R. are the tag ends of early allocations consisting 
principally of machinery. 

It should be made clear that, because of shortage of fuel, transportation, raw 
materials and inefficient labor, the plants now declared excess could probably 
not be placed in operation in Germany within the next 4 or 5 years, even with 
aid from the recovery program. 

If left in place, and unused this equipment will deteriorate and lose its value. 
At the ,_ame time much of it is needed and desired by the western nations who 
participate in the inter-AJlied reparations program and to whom it has been 
promised. They can use it where Germany cannot, and its use by them can 
h lp economic recovery and reduce the demands on the United States for dollar aid. 

It. is evident that if possible financial reform should be carried out on a German­
wide basis. Negotiations have been in progress for some time in an effort to 
rc•ach quadripartite agreement on a currency and financial reform for Germany 
a u whole. The major problems to be solved in such a program have to do with 
th<' printing of the currency, the terms on which the old currency will be with­
drawl! and new issued, price adjustments, organization, and similar questions. 

Fac •d \Vith the possible failure of currency negotiations on a quadripartite 
basis, the problem of alternative action is being studied. Numerous technical 
and policy problems are bound to face any prog:am for c~rrcncy. ref<;>rm­
particularly for bizonal or trizonal. But, the baRIC economic fact IS fnmple. 
Th<' gap between Hupply of money and supply of goods must be closed if incentives 
to work and produce are to be re tored. 

I hnvc tried to make cl<'ar the present situation and the existing ob. tacles to 
economic rC'habilitation in Germany. The present low levels of production con-
titutc a drag not only upon German recovery but also npon.th r~covery of the 

re:st of Europe. I am convinced that no plan for economic aid to hurope can be 
a . ucccHs unless it fully comprehends such assiHtance to Germany as will permit 
that country not only. to help her ... elf but alHo to be of assistance to the other 
participants in that aid program. 

The relationship of bizonal Germany to the European recovery pr<;>gram rest;s 
upon a reasonable restoration of the prewar German trade pattern With recorrm-
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tion of and opportunity for a greater freedom of intercountry exchange of goods 
and services by reduction of trade barrier and exchange of local currencie . 

German economic improvement-and the raw material and incentive good 
needed therefor-have heretofore come almo ~t entirelv from the limited German 
exports. Food has been sent to Germany, but there has been no contribution to 
building up German industry-no "pump priming." o the progres ha · been 
slow, much slower than in other nations. To attain full economic recovery Ger­
many needs more outside help than any country of western Europe. 

In anticipation of a possible European recovery program, the bizonal military 
government officials first prepared a 4-year economic recovery program ba~ ed 
upon an immediate rise in total import and a change in their compo~ition. 
The program was an attempt to get away from the present relief program, the 
disease and unrest formula on which Army appropriations have been based, and 
to present a reasonable economic rehabilitation effort. It was propo"ed on the 
theory that our taxpayers are entitled to relief from the German economic burdens 
as rapidly as possible:. 

This program, if accepted in total, would have necessitated large appropriation 
in the early years, and would have required a priority for special type imports 
of items in critical world supply. These demands would doubtless have subjected 
this country to criticism that we "\vere attempting to rehabilitate Germany ahead 
of the recovery of our World War aliies. 

The requirements of bizonal Germany had, of course, to be fitted into the 
16-nat.ion European economic recovery program. Our original estimates had to 
be reduced. For the world availabilities of supply did not permit the allocation 
to bizonal Germany of the total of the estimated requirements. In many ca es, 
too, the sources of imports had to be changed, becau e Germany is expected under 
the new program to receive considerably more of her requirements from other 
European countries than the bizonal authorities had considered possible under 
their previous plans. 

After figures and requirements for the bizonal area had been screened and a 
reasonably accurate total obtained, it was decided that the Army would request 
appropriations for that portion of the total German requirements which represents 
the Army's responsibility under the disease and unrest formula, the so-called 
GARIOA funds (government and relief in occupied areas). This leaves only the 
German rehabilitation requirements in the European recovery budget. 

This plan recognizes those Army responsibilities which existed prior to the 
development of the European recovery program, and at the arne time provides 
the necessary flexibility for the operation of the purely rehabilitation phases of 
the new program. This will permit the recovery activities for bizonal Germany 
to be handled in relation to those of the other European countries. 

Germany will become a partner in the European recovery program. The mili­
tary government authorities will receive and handle the recovery funds or com­
modities allocated to it as well as the relief funds, and the ad mini ~tration of the 
German recovery funds will be subject to a general supervision by the Recovery 
Administration similar to that in other European nation -although less :mpcr­
vision would doubtless be required becau e the American Governm nt will already 
be largely controlling the economic program in Germany. 

The administration of the European recovery program in Germany should be 
relatively simple. United States military government authoritie, , in commlta­
tion with those of Britain and with German economic agencies, will prepare and 
submit the bizonal requirements to the Department of th Army until that 
Department is relieved of occupation respon ibility. When the nit d tates 
military government receives its allocation of recovery funds, it will then carry 
out instructions it receives through the Department of the Army in connection 
with the importation of raw materials, their manufacture and distribution, and 
other related matters. 

The military government authorities will, like any other Europ an country, 
designate a repre:;;;entative of bizonal Germany on th continuing Europ an 
recovery organization. In the United tates, th Department of the Army will 
represent bizonal Germany in its contact with the R covery Administrator. It 
will receive the German recovery requirements, assist in screening them, and 
then present them to-and defend them before-the Admini::;trator. 

Of cour e, when the State Departm nt assumes the respon:-~ibility for civil and 
economic administration in the occupied area of Germany, th Army will be 
relieved of the above duties. But even then the Army's military staff here aud 
in Germany will be available to a, i t th AdminiRtrator in otht•r phaH H of his 
work, particularly where it can be of service a a procur ment and shipping agency 
for supplies. 
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While Germany will be a partner in the European _program, it mu~t not be 
as'umed that, becatLe of her prewar economic strength m Europe, she will be able 
to lead the wav out of Europe's present difficultie. . The war left German in­
dustry too prostrate, and after more than two post\var years of bare existence her 
people are too "·eak to become such leader··. 

The current level of industrial production is too low and the obstacle of in­
adequate power, transportation, and raw materials and low labor productivity are 
too great to be immediately overcome. The Army believe , however, that 
bizonal Germany i. ready to re pond if given a sistance. 

The ~ uccessful execution of the entire program, of cour e, depends on many 
3.' ·umption.'. One assumption i a substantial increase in labor productivity by 
1952, as a result of the improved standard of living and the morale of the German 
worker. Another is that requi ite financial and administrative reform will be 
vigorously pursued and that policies providing an incentive to export will be 
adopted and implemented. 

:\Iuch will depend on the effort of the German people them elves. The effect 
on production of the feeling of hopele. snes of the German population has been 
profound. It is rea. onable to expect that the recovery program by holding out 
the pro-pect of relieYing the existing physical misery and of permitting the German 
people to tand once more on their own feet, will act a a far-reaching psycho­
logical incentiYe for labor, management and the German admini~tration. 

The recoYery of German foreign trade i , of course, clo ely linked to the ucce. s 
of the European recovery program as a whole. Germany mu t be able to turn 
to the other European countries as a market for her growing production and as 
a source of her import . An increa e in the production and purchasing power of 
the'e countrie i', therefore, vital to Germany, just as German recovery i vital 
to the re. t of Europe. 

nder favorable conditions, the trade deficit of Germany should be reduced to 
a manag<:>able figure by 1952. \Vhile some deficit may . till be evident at that 
time, Germany' economic prospects may well have improved to such an extent 
that. priYate capital will again be attracted to Germany and a sist measurably 
in balancing Germany' international account . 

In my opinion the United States i now faced with three alternatives with 
re~pect to Germany: 

1. The most dra. tic cour e would be to stop all economic as i tance and 
withdraw our limited armed force and military government per onnel from the 
occupation of Germany. Thi course, seems to me unthinkable and absolutely 
counter to our national objectives. 

2. Continue the pre. ent program of ustaining the German people on the 
ba is of prevention of di ea. e and unre t, and let Germany's meager exports 
gradually build up the country's rehabilitation. This approach presages a long, 
difficult struggle to rai~e the economic level , and would require continuing very 
ub.' tantial annual relief appropriation . Thi cour e will be hard on the American 

taxpayer.'. 
3. Prod de financial as istance to "e tern Germany, as a participant \\oith the 

1G oth r European nations a . proposed by thi'3 cooperative endeavor, in an 
att rnpt to raL e h r economic level towards elf-support in the horte t possible 
tim . Thi is thP. alternative that I most earnestlv 1·ecommend. 

\ ·hil no one can . ay with CPrtainty what the reRult of the propo ed recovery 
program will be, I am convinced that. without ade tuate economic a . si tance to the 
nation of western Europe, including we. tern Germany, we may well expect at 
lea t political aggression by 1 otalitarian nations with ideas diametrically oppo ed 
to tho.... of a free democracv. 

n rmany has become the focal point of tlw two divergent economic and political 
ideologie~ of the postwar period. Our interest lies in encouraging ermany and 
thr other nations of Europ to have sy ... term; of free, competitiv enterprise \ ·hich 
rccognir, . thP dignity of the individual-and to shov; them that such :-:;y. tems 
1 oint the way to prosperity and peace. 

The Europ('an coopNative recov ry program now before you, I believ , is the 
blueprint, for -au enduring .·truct.urc. I thf'fefore strongly recommend approval of 
th program propo,'ed by the Pre:::;irlent anrl ~o sincerely presented for your con­
idC'ra io11 by ~ 'ecrctary "\Iarshall and the others who have prrcedcd me. 

Pcrdnry RoYALL. All of us, I o1n sure, fc \1 that the United tatcs 
ovenunent Inust do everything within its r \n,sonablc power to prc­
rvc pence for our country. 
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Under the uncertain conditions which prevail in the "\VOrlLl today 
we must preserve an adequate national defen e, "\vhich will convince 
any potential enemy that an attack on us would be un uccessful, 
and that the disruption of the peace of the world on the part of any 
nation would be an unwise step. 

We must continue our support of the UN with diligence and with 
fairness and in the most critical overseas areas we must seek to prevent 
the fundamental causes of war, hunger, cold, economic dislocation, 
national unrest and instability, and discouragement. 

These are three separate efforts for peace, and all three of them. in 
my opinion and the opinion of my Department, can be and should 
be pursued si1nultaneously. 

While I believe that today strong military preparedness is the mo t 
effective of the three, I also recognize that it is at the same time the 
most expensive in dollars and in n1en and the national ffort. 

I assure you that as for myself, the time cannot come too soon when 
the strength of the UN or the improvement in 'vorld conditions can 
justify a radical reduction in the military men and materiel needed 
for national security. 

I believe that the ERP is a definite step in that direction, and the 
plan has a reasonable chance of accomplishing its end. 

The Army, together with the rest of the N ationall\1ilitary Estab­
lishment, can properly give weight to the probability of some succes -
ful plan to reestablish the European economy. 

It therefore can recognize and has already recognized that expendi­
tures for recovery purposes justify lower expenditures for national 
defense than would be required if there were no effort for.the 'Europ an 
recovery. 

The occupation of conquered countries has up to this time b en 
the responsibility of the Department of the Army. 

Among the most cogent reasons for such occupation are the prcv n­
tion of unrest and disorder and the building of free and self-supporting 
states. . 

These two purposes, particularly as applied to Germany, closely 
parallel the purposes of the ERP as applied to Europe. 

So our Department feels keenly the n ed of the broader progrmn, 
and also realizes the necessity of closely integrating the rehuilcli11g nnd 
reestablishment of Gennany, with the rebuilding and roc tabli hment 
of the economy of western Europe as a whole. 

Unless in this entire area of western Europe, including nnany, 
there can be an economy which is sound enough to preserv \ and 
rebuild the nations devastated by war, it is ahnost certain, it sccn1s to 
me, that these nations will be an ea y prey to political aggresion 
of our totalitarian neighbors, aggression which n1ust in 'vitably, in 
my opinion, threaten the peace of the world. 

In Ger nany, the Army's task has been con1plicatPd by a factor 
which docs not arise in the otlwr countries of western Europe. 

With the end of Vvorld War II, tlw people of our ('Ountry, nnd tlwL 
undoubtedly includes all of us here today, W('n~ dctcrruined thnt 
G rn1any would never again have the 1nilitnry ability to bring n 
world war on as she Jid twice in a d 'Cn,Je, an<.l thr 'C tin1 'S in two 
decades. 

Therefor , certain of hrr heavy industric haJ to be destroyed, and 
their rebuilding prevent<~d. , 
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It has been necessary to reconcile this destructive process \vith the 
obvious fact that for Germany to survive, her general industrial level 
Jnust be raised, that the nation cannot be self-supporting, either as an 
agricultural nation or a nation of small shopkeepers, or artists. 

IIi tori ally, Germany as a whole does not have sufficient native 
food for her own support. And this situation has been greatly 
aggravated since VE-day by the fact that the area ceded to Russia 
and the territory placed und r Polish administration has taken away 
25 percent of Gern1any's prewar food-producing areas and has done 
~ O at a tin1c when the population of the United States and United 
KingJon1 zone has been increased by 8,000,000 people. 

It ''a increas d by infiltrccttion from other zones and otherwise . 
., o the pr')sent population of the American and British zones is now 

a total of about 41,000,000. 
The c facts, and the resulting fact of our country pouring hundreds 

of 1nillions of dollars each year into Germany for relief purpos s, have 
einpha ized the necessity of rebuilding Gern1an production as soon as 
possible, and expanding German exports with a view both to makin~ 
the United States and United I\.:ingdom zones self-supporting, and 
apuble of pre erving a free and democratic form of government, as 

<l termincd against the spread of totalitarianisn1 and also with a vie\v 
to enabling those countries to pay their way as soon as possible and 
reliPve us of the financial burden of relief funds. 

The ituation in Germany under which these purposes have to be 
accoinplisbed ha been con1plicated by a number of factors. 

On of the principal factors is th division of the country into four 
zone of occupation-four zones with a political and economic con-
cpt in one of the zones differing radically from that of the other 

zone , and with the serious interference to the free flow of finished 
goods or ra\v materials bet-w·een these zones as well as interference 
wit.h th free flow of cominunications and personnel. 

\Yhen it becmne apparent that th four occupying po\vers could 
not ngre ~ upon treating Gennany as one economic unit, and that was 
ufficien tly lear to General Clay and to th Department o{ the Arn1y 

and the vVar Depart1nent, we offered economic integration of our 
ZOllPS. 

~reat Britain accepted and an econo1nic n1erg r was effected 
between the British and A1nerican zones on January 1, 1947. 

That was over a year ago. Now, as of January 1 this year, the 
Briti h dollar shortage made it n cessary to a1n nd this agreen1ent 
by t ran fCITing to the United States the Inajor part of the costs for 
food, fertilizer and fuel and other relief necessities, while at the same 
time in Teasing the United States authority ov 'r econon1ic and 
financial matters. 

The c ti1natecl 1948 ·ost to the United States for relief in Germany, 
n·lief . ~pcnditures, will be about $700,000,000 for the calendar year 
us ·on1parccl with an equivalent of fro1n $70,000,000 to $87,000,000 
to h' contributed hy Britain, that differential depending upon how 
l11U<'h sterling they can reasonably spend and goods they can buy with 
st.Prling for r 'lief. 

'l'~tPy will furnish $70,000,000 as a Inininn1n1, and $87,000,000 as a 
nw .. ~ unun1. 

Of cour , that is relief e. ·penditures. Britain will support their 
oceupation forces and their military gov rnn1 nt stafi', th co t of which 
t~1 'Y estin1ate in e.·cess of $300,000,000. 
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Through necessity, our zones of Germany, the British and An1erican 
zones, have up to this time been operated almost entirely on the 
limited theory of ·what we call disease and unrest. 

We have had to spend hundreds of millions of dollars to import 
food and the bare exigen ies of existence, and even after thi importa­
tion, the German minimum ration for th normal consumer has 
averaged well below the 1,550-calorie theoretical ration, and has been 
lower than the minimum ration of any other European nation. 

As I said recently, in making a talk, 1,550 calories is not much more 
than a good North Carolina breakfast. 

While food is of course an absolute prerequisite for the ability to 
work, and therefore a prerequisite for produ tion, yet such produ ·tion 
also requires raw materials and the rehabilitation of plants and the 
repair an l restoration of transportation facilities and other ma­
terial aids. 

No direct help along these lines has been given to Germany in 
American funds. 

Since that has been the case and because of the terrific war damage 
that occurred there, as many of you gentlem n have seen, the progre s 
toward recovery in Germany has been slo·w·. 

That is economic recovery. We have just given then1 the food. 
We have not contributed anything to the up building of their industry 
and they have moved slowly. 

The average production in neighboring nations has reached 90 
percent of prewar and some of them have gone up above 100 percent; 
such production in Germany stands at only about 44 percent of the 
basic figure whieh is taken as 1936. 

One of the important contributing factor , in addition to those I 
have already named for this condition, is lack of confidcn e in the 
value of money in Germany. 

That lessens the incentive of both labor and n1anag n1ent, and al o 
of farmers to produce the maximum. 

Labor and agriculture further suffer because workers leave th ir 
work to trade personal po sessions for food. This in turn cause th 
farmer to \vithhold his produce from the legal market so that he ·an 
barter it for labor or other articles. , 

After all, ·while '' tend to thinl\. in terms of a nation as a whole, 
we ar dealing in th last analysis with individual and tlw itH'('nti c 
to produce of the particular individual is an in1portant factor in nny 
sort of recovery. 

Another phase of our orcupation problem is thut of r 'parntion. 
There has b en a lot of talk about it in onjunction ' it.h Uw plnn to 
demilitarize Germany; it was also initially providPd and iu tho 
Potsdam agreen1cnt, that Germany should pay for son1e pnrL of th) 
Harnage she had don to other nations by giving up to th n1 plnnb .wd 
equipment \\.rhich ·were determined by th four po\ •cr to be in p.·cp 

of h r peaceti1ne needs. 
Eighteen nations were pron1is d, in an ugn ('Ill 'nt signed in Pal'iR in 

1946, that tlwy \Vould rt'l'rive 75 pcl'cent of such ind 1 trinlr 'purution 
fronl the wPstcrn zone. 

Tnd('l' the Potsda.n1 agrcc1ncnt Ru sin vas to rcceiv' 25 p('l'CL'llt of 
the plnnts and equipn1ent, pn.rtly for onllh'll uti n and pnrtJy n an 
~xchnngc, rather than pure rept ration. 

To fix this level a.bov whieh plants would be disn1autlt>d and paid 
in r parutions, vvha.t wa.s culled a level of industry wu set in :Ninrch 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-\VAR RECOVERY PROGRA:JYI 363 

1946. The excess at that time was estimated on the basis that Ger­
many would be treated as an economic unit. Since Russia \vas to 
receive for herself 25 percent of the excess from the three western 
zones, 10 percent without repayment and 15 percent for which she 
would pay principally in ra\v materials, and from which she was to 
~atisfy all Polish claims, she \vas allocated in 1945 as advance delivery, 
that. was the term used for it, a fe,v obviously excess plants and later 
son1e iten1s of general purpose equipment from war pla.nts. 

Let me make it clear that the special purpose or 'var machinery 
from those plants were destroyed and not delivered to anybody. 

In fay 1946 when it became increasingly and finally clearly appar­
ent that Russia would not treat Germany as an economic unit, General 
Clay mmounced that he \Vould make no further deliveries to Russia 
of additional plants unless and until the Soviet Union accepted her 
full responsibilities under the Potsdam agreement. 

Accordingly, the only shipments now going from the United States 
zone to Russia are the remnants or tag ends of one industrial plant, 
most of which had previously been delivered, and some general-pur­
pose machinery from two war plants which would not have been 
retained in Germany under any circumstances because they were to 
be destroyed. 

"\Vith the continued failure of Russia to agree to economic unity, 
and with the necessity for general industrial recovery in Germany 
becoming more and more appar nt, the United States and United 
Kingdon1 military governors recommen~ed that the level of industry 
fixed in 1946 for the merged zones be mcreased, and the number of 
industrial plants available for reparations be reduced. 

One of the first acts I took as then Secretary of War, in August 
1947 was to fix the new bizonallevel of industry, and to approve the 
rrc01nmendations that had been n1ade from the governors there, with 
thr concurrence of the other necessary government departments. 

It ,yas agreed in August 1947 and announced that the plants to be 
di ~1nantled were to be reduced to 682, leaving therefore a greater 
productive capacity in the critical industries of metals, machinery, 
nnd chcn1icals. Under the first level established 1,218 plants 'vere 
listed by name and location but orne 600 or slightly more were to be 
li ted when definite selections had been made. These additional 
Wl'I'l' not named before the new l vel was determined. The new 
li t of 6 2, therefore, is about one-third of the original estimate. 

Of thr e 682 plants, 186 are in the American zone, and 486 are in 
tlw British zone. 

It is not believed-and I think this is a factor that sometimes is 
not fully recognized-it is not believed that the dismantling of these 
plants would adversely affect the German industrial recovery. 

The reason is that the remaining plants will require all the fuel and 
rn.w n1aterials that arc likely to be available now or in the reasonably 
IH'nr future. 

Br ·ausc of the shortag of fuels and raw materials and labor, and 
trnnsportation, thes) r paration plants could not be effectively utilized 
for Qpnnany, in our opinion, within 4 or 5 years under any circum­
stancP .. 

During this time th plants would depreciat , d teriorate, b subject 
to abotag and theft, and would lo e much of their value. 

In the n1eantime alli<'d nati0ns of the w· st-and I am sp aking 
now of nations in the W st principally-arc asking for these plants 
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which we have agreed to give them to u e in increasing their own 
production. 

In spite of the many adverse factors in Germany-! do not want 
to paint too blue a picture-some progress is being made. 

The current 44 percent production of th 1936 level compares \vith 
a low of 20 percent at the beginning of the occupation period. It is a 
little over double. 

Coal production, an essential for industrial recovery, has increased 
from a low of something less than 100,000 tons per day to a high of 
285,000 tons. 

Steel is about 25 percent of the prewar level; lumber is above the 
prewar level; transportation systems have been partially rehabilitated 
and a large number of cars repaired. 

In the question of financial reform, there has been an earnest effort 
to effect that on a quadripartite basis. 

Germany has had a single currency. It is all-important to us that 
every ~ffort be 1nade to do that in the new currency. 

Now, alternative action is being studi d, for the gap between the 
supply of money and the supply of goods must be closed if incentive 
to work is to be restored. 

The joining of the two zones has resulted in a more efficient opera­
tion of the economic activities with more and more re ponsibility 
being given to the Germans \vho are encouraged and required to work 
for their own salvation. 

Foreign trade has been decentralized and returned to Germans 
under Allied supervision, and these steps have produced some results. 

Much more remains to bring Germany up to even the current level 
of Europe, and the Europ an recovery program, as far as Germany is 
concerned, contemplates exactly the kind of as istanc that Gerrnany 
requires in order to speed her economic recovery. 

But German recovery is not only important to Germnny. Th 
other nations of Europe need German indu try and export for their 
own rehabilitation and progress. Historically it was the central and 
principal industrial nation of Europe. 

Their economies were to a considerable extent built around G rn1an 
production. 

The 16 European nations who would participate in the propo l 
recovery program stated in their Pari meeting, and I will quot ·: 

The German economy has been in the pa. t and by the nature of U1ings will 
remain clo ely tied up with the economic system of other European countri .. 

A substantial increase of output there will b required if Europe i 
to become indepencl nt of outside support. 

Secretary Marshall in his recent Chicago peech stated that without 
a r vival of German production there can b no revival of hurop ' 
economy. But at the same time he also \Varn d against any n· ival 
which would be a threat to peace by permitting Germany t h ·om 
such a threat. 

There is one means of assuring against xcrmany brco1ning such a 
threat. You w·ill recall that the UnitNl ._ tn.te ha sugge t d t 
European nations for th ir con ideration a j int tren.ty to <'. ·t.end f r 
as long as 45 years, to prev nt Germany fron1 again bec01ning an 
aggressor nation. 

Since t.he Army still has the re pon~ ibility f r thr milit.ary and 
nonmilitary phases of the op ration, \V<' n.r n.t thi tinw n.sl·ing np} r · 
priations, as in the past, for the tuns r quir d f r <lisen. c and unr t. 
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That is purely a relief fund. We are again asking for that in our 
budget. Included in the European recovery budget would be the 
udditionu.l funds needed for German economic rehabilitation. 

This additional amount is estjmated at around $318,000,000 for 15 
months, as a part of the recovery program. 

This system, asking for the relief money and recovery budget, 
including the recovery money, ·would permit the rehabilitation activi­
tic for bizonal Germany to be handled by the military government 
authorities. 

\:V e handle both funds. The recovery money would be handled 
in relation to those of the other European countries. 

\Ye would handle the funds; if commodities were furnished in lieu of 
fund , as the plan would permit, ·we ·would handle those; but we 
would handle the rehabilitation part of the funds under the general 
upervision of the recovery administration, somew·hat like other 

countries would handle it under thn,t supervision. 
In America the Department of the Army ·would represent the bizonal 

authorities, to receive the requests from Germany, and would defend 
those requests before the Recovery Administrator. 

I am speaking of the Army handling that. You have seen an an­
nouncenlent that the State Department is going to take over occupa­
tion. We have been urging them for several years to take over the 
non1nilitary phases of occupation, which is principally what we are 
talking about. 

They would take it over on June 30 or July 1. The State Depart­
ment would relieve the Army for the responsibility of the nonmilitary 
a<'tivities in Germany. We hope the date will be the date named. 

The Army's facilities in Germany ·will again be available to assist 
the Administrator wherever it can be of service. We would keep our 
troops there in the purely military form even if the State Department 
took over the occupation functions. 

The problems confronting the United States today in relation to 
Gern1any must be approached realistically. We have three courses 
that we can follow, as I see it. 

vVe will ask ourselves, "Should we withdraw all our forces from 
Gern1any and thereby abandon all our objectives of occupation?" 
The second question is, "Shall we continue to send into the bizonal 
nr a hundreds of millions of dollars for maintenance of law and order, 
nnd. only for that, with hope indefinitely deferred to a German econ­
mny ufficiently rehabilitated to relieve us of the occupation costs; 
or shall we expend aid for recovery to Germany and to those European 
nations who have volunteered to cooperate with us to accomplish the 
rehabilitation of the European economy as a whole, as a foundation 
for peace and prosperity throughout the world." 

In my judgment, the third alternative is to be desired above the 
oth I\. 

I feel confident that if followed it will extend it influence far 
h yond the borders of the participating nations; that it will ventu­
ally ub titute, at least in part, the defensive armament, and that it 
will off r a prospect for la ting peace. 

That concludes my tatement, Mr. Chairman. 
,hairman EATON. \Ve hav had a question based upon n wspaper 

r 'port today that a trik in tlw Ruhr n1ines is immin nt. How 
would our military authoriti s handl uch a trik ? 
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Secretary RoYALL. That happens to be in the British zone, but the 
military authorities would, of course, take all steps-all feasible 
steps-to prevent disorders. 

Chairman EATON. How about preventing the absence of workers 
from work? 

Secretary RoYALL. I think "'~e would not go as far a enforced 
work or conscription, but we would make every effort, as we have 
had to do sporadically before, to render assistance under any justified 
situations, try to remove the causes, one of which is u ually lack of 
food, \Vhich leads to the strike, and provide incentive for \ rork, if 
they are justified, and negotiate with the \Vorkers for their return to 
work. 

As I say, that is the British zone. But the situation would he 
handled, I think, substantially the same way in either zone. 

The great difficulty there, of course, i the lack of incentive, a 
well as lack of food. 

A man gets paid in currency \Vhich he can really use for the purpose 
of purchasing rationed articles. 

When he gets an amount, with the ma:x'"imum he can buy, his money 
is of very little value. 

Chairman EATON. Are they interested in restoring the country? 
Secretary RoYALL. I think a great many Gern1ans are. But, as 

would be true even in America, you are dealing there with individuals 
who vary in their patriotism and in their understanding of the situa­
tion, and many of them look at it purely from a selfish, personal inter­
est: "How much am I myself going to get out of it?" 

We cannot hope to avoid that sort of personal approach in a greo,t 
many cases. 

Chairman EATON. The method furnished by Mr. I-Iitlcr and certain 
autocratic forces was a bayonet. 

Secretary RoYALL. That is right, sir. 
Chairman EATON. Are we going to furnish a little pious observation 

on the theory of the work because of that contrition, or what are we 
going to do? Most people do not kno\v anything appar ntly but 
brute force. 

Secretary RoYALL. I am sure some do not. v 7 e hope they nrc 
growing out of that attitude. Certainly w cannot afford to h tvo 
slave labor in Germany. 

Cl airn1an EATON. Nlr. Lodge. 
11r. LoDGE. \Vould you yield ther for a que' tion? 
Chairman EATON. Yes. 
Mr. LoDGE. I was interested, Mr. Secretary, in your staten1ent thn.t 

you thougnt it perhaps wa the laclT of incentive goods. 
I was wondering whether this proto ol n ihht not have s01nething 

to do with the stril-;:es .. nd whether there n1ight not b(' a < oncert<·d 
attempt on the part of the Cominforn1 to bring about economi' dis­
ruption, and in that ase how much good will it do for us to provid' 
the incentive? 

~ecretary RoYALL. I am sorry I am n t quite up to dnte enough 
to answer how far the Communists' in pirution has been responsible 
for this strike. Grneral lay will be hen toinorrow night nnd that 
is one of th importnnt matter we will eli cu with him. 

I have srrn conflicting new paper repo•t . Son1 ay it is mn­
munist-inspired entirely and orne ay it is partially onlnlunist­
inspired, and some say it is merely lack of food and. in ntive. 
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I do not think I am in position to give you that opinion. 
GPneral Clay will, of course, give us his diagnosis of the situation. 

1fy gue._s would be, and it is purely a guess, that all of those clements 
may i1: part enter into it, because eon1munism and Comn1unist agi­
tator , faced \vith a condition of unrest, may possibly capitalize on it. 

There are some Comn1unists in the Ruhr. 
Chairman EATON. The thing I \vould like to kno\v, if I could, is 

whether the German people in our zones, for instance, have as an 
inccntvc the de ire to rebuild a \vhole nation and make it a part 
again of the \Vorlcl. 

~ecn~tary RoYALL. I think a very substantial part of them do. 
Chairman EATON. \Vhat are they doing about it? 
Secretary RoYALL. Well, it varies. Some of them are working 

very hard. orne of them are producing the n1aximu1n they can. 
And son1e of the1n are loafing on the job. ' 

Chairman EATON. I was ·wondering if we were not substituting the 
eleernos5·nary motive for patriotjsm. We are locating the incentive 
from the brain and the conscience to the alimentary canal. 

ecretary RoYALL. \Vell, sir, I suppose we are running a slight risk 
on ubstituting aid for necessity but I think we have got to take that 
ri~k with our eyes open. The alternative is the starving or semi-
tarving nation, and that would certainly create more unrest and more 

danger to us and to the ·world than it \vould maybe in some individual 
in tances to err on the side of generosity. You cannot draw a straight 
line, I do not think, either way. 

11airman EATON. I cannot find myself deeply moved with sym­
pat.lly or anxiety for these people who have wrecked the world. Let 
them go to \vork and help rehabilitate, \vithout being waited on by a 
w t nur e all the time and fed like a lot of stalled cattle. Let them 
ak their own medicine no·w a little . 

• ecretn,ry RoYALL. \Vell, sir, I have great sympathy with your 
f cling that Germany or the German people deserve almost any fate 
that should come to them. But I do not think we have to place this 
on grounds of hun1anitarianism entirely-or at all, if you do not wish 
to. Th truth is thu.t a semistarving Germany would be a menace to 
o r own security. Of course, we do have some obligations under 
ir ternational ln.w to look after occupied countries. But I base the 
prin ·ipal ren, on on the fact that we do not want chaos in Germany. 

hnirman EATON. 1-Ir. Kee. 
1r. 1\::EE. I have no questions. 
hn.irnldl EATON. Mr. Vorys. 

1 lr. VoRY . ~Ir. Secretary,~! am reading question 11 from are olu­
tion of inquiry directed to the Secreta.ry of Defens , among others, and 
no doubt you would be speaking for him. This resolution was directed 
on D cernb r 18. I am reading question 11: 

Ha 1h Governm nt of th rnited ~ tates taken appropriate Rteps to delay 
1Prnporarily the fnrt,her dismantling ot plants in western Germany so as to permit 
fmt her .'t.udy by the appropriatP committees of Congres in order to determine 
whet her such transfer , are prejudicial to any general recovery program for 
we tern Europe? 

r tary RoYALL. o, ir; we have not stopped the di mantling 
of plant . We are continuing the dismantling do·wn to the level of 
ind u try which wa pre cribed in August 194 7. As I stat d a few 
Inoments ago, it is the opinion of the military government authorities 

UIWS~-48-!24 
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in &rope-and we see no reason to differ with that opinion, and thev 
have approved it-that the plants which we are dismantling down to 
this level will not be usable in Germany for a period of 5 years. That 
is our best estin1ate. And that, therefore, their dismantling docs not 
either affect the present or the immediate prospects of Germany to 
recover and rehabilitate, nor to those prospect of the reasonably near 
future. We have done this: We have stopped the delivery to Rus ia 
and to Poland of any additional plants, except a small percentage of 
one plant, most of which has already been delivered, and , orne 
general-purpose machinery from two \Var plants \vhich had to be 
destroyed anyhow to prevent Germany's war-making po\vers from 
being feasible in the future. 

Incidentally, I have not seen these questions, but I think I can 
answer some of them anyhow. 

l\1r. V ORYS. As you see, the questions arose because the committees 
of Congress and individual1vlembers of Congress in studying the thing 
did not agree with the conclusions that you just stated, as to the dis­
mantling of these plants. Going back to your text here: 

It is not believed that the di mantling of the. e plants will adversely affect 
German industrial recovery, since the remaining plant will require all available 
coal and raw material-

there was considerable evidence that the further dismantling of the e 
plants would adversely affect German industrial recovery, and a num­
ber of us were informed in Germany by both German and American 
officials that th dismantling was not merely to furnish plants to 
Russia, not :merely as a matter of reparations, not merely to remove 
Germany's war potential, but to reduce Germany's competitive p }ace 
potential, and in view of the fact that since the dismantlins ord r 
was made, 13 of the 18 nation have bern directly or indin' ·tly 
involved in the 11arshall plan, three are now Soviet atellit.<\ , nnd two, 
India and Egypt, account for only 3.10 percent of the propo Pel rPpnra­
tions, it seemed to the House of Representatives that dismantlinrr 
might be held up until they could get a little mor information about it. 

Secretary RoYALL. Yes. I realize that that was a question about 
which there could be and was some difference of opinion. At the 
hearings, principally, I believe, at the appropriation hearings, t.hi 
question was raised and we did not at that tim ay that \V . would su -
pend the dismantling, but after the hearing \V con ider d \vhet.h 'I' 
we should. Of course, if we were going by strict rule of adrninistrn­
tion, we had to make a decision to the be t of our ability, but we 
respected the opinions expressed in Congre s, and, tlwr 'fore, on the 
24th of December I address d a letter to thi co1nrnittee, to th IIou e 
Appropriations Committee, and the corre ponding comn1ittec of the 
Senate, in which we stated that we were not stopping the eli rnantlinrr. 
I did that because I did not want anybody to b under th irnpr' . ion 
from the discussion that we thought it advi n,blc to do so. Thi 
letter was marked "Confidential," but I se nor ason now, in view of 
the wide discussion that has be n had in the pr s since that tirnc, that 
it be any further confidential. 

Chairman EATON. Did it not app ar in th nPwspapcr the 
next day? 

Secretary RoYALL. I did not give it to the n wspapcrs. I do not 
know who would be r sponsible . It was written by on per on and 
sent to four. There are fiv pos ibiliti . I will climinat one of th rn 
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personally. I do not know whether it is in the paper or not. I would 
like to put this in the record, and strike out the confidential classi­
fication, if I might. 

\;Y e said substantially in this letter what we said before and what I 
said today. General Clay thought it unwise not to dismantle these 
plants. We do not think they are necessary for German production, 
and a for the countries who are sharing or designated for sharing in 
the recovery plan approved by Congress, as you say, 13 countri s are 
included in our reparations agreement. 

At least a substantial number of these countries are taking the posi­
tion that that 1nachinery in those plants, since it would be useful to 
then1 in their recovery programs, if that is a fact, it would tend to 
speed recoYery in those countries . 

.._ 
1 ow, certainly there is no economic way in moving an operating 

plant fron1 one place to another, and the recipient does not get the 
value that the plant in place would have. But if the plant in place 
cannot be used for a considerable period of time, then, the chances are 
that there is not an over-all economic waste, but an econon1ic value 
to the recipient. That fact, in addition to tQ_e fact that these were 
promi ed to these nations, has led General Clay to continue the 
disn1antling. 

(The letter referred to is as follows:) 

Hon. CHARLEs A. EATON, 
DECEMBER 24, 1947. 

Chairman, Committee on Foreign Affairs, 
House of Representatives. 

DEAR ~ IR. EATON: In view of the discussion concerning the dismantling of 
German plants for reparations, we wi h to advise you of the present status of 
thi problem. 

General Clay has just cabled us that in order to carry out the program announced 
to the Landerrat at it::; meeting on the 4th of November of completing the dis­
mantling of reparations plants in the American zone by next spring and so to 
eli ·pose of this troublesome problem once and for all, he had given instructions 
la~t month to the reparations section to proceed as quickly as po sible with the 
dbmanUing of all the reparations plants on the new list. 

The Inter-Allied Reparations Agency in Brussels has been provided lists of the 
plants and has been invited to send in inspection teams of representatives of 
interested nationR to view the equipment even before allocation by the Allied 
Control Council. 

Thi~ program is now under way and General Clay states that he would consider 
it e. ·t rcmely unwise to defer dismantling in the American Zone during the proposed 
congresRional hearings and inve tigation as it would be come a serious political 
problf'm, particularly if dismantlings were subsequently carried out. I assume 
that by the political problem he means unrest and dissati faction which would 
arb in Germany, although his cable does not specifically so state. 

Yon are doubtless familiar with thP press release given out by the State De­
partment a few days ago, which read as follows : "The State Department con­
firmed that it is seeking adequate arrangements with the British regarding any 
furUwr fihipment of dismantled plants to the East. The Secretary of State harl 
a preliminary talk on this ubject with .Mr. Bevin before leaving London." 

\Ve have diRcnssed this matter with representatives of the State Department 
' ho have advised us that they are considering this whole question in the light of 
the prc:--cnt circum tances. 

\Vhile th(' dismantling program announced to the Landerrat early in November 
was a matter of public record and appeared in the press at the time, I would ask 
t hat. thi, ' lettPr he considered as confid ntial in view of the policy questions now 
undc>r consideration by the State Department. 

Sincerely yours, 
KENNETH C. RoYALL, 

Secretary of the Army. 
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~Ir. VoRYS . ..._ fr. Secretary, thi series of questions I called to your 
attention ,,~as not from any committee but was a r olution of inquiry 
passed by the House of RepresentatiYes over a month ago, and the 
House hag bad no ans\vers to the questions and since they are very 
important in our consideration of the recovery program, I was 
hoping that we might get some answers to them. 

Secretary RoYALL. I think I can answer a good many of them, but 
whether they arc answered today or not, the information will br> in 
soon. Both the State and Army have been working together on 
answers to these. 

Mr. V!ORYS. I do not intend to go through the list of the questions, 
but I was particularly interested in the last one, \Vhich is in some \vays 
the $64 question. You have now answered that, showing that th r 
is apparently no intention to delay temporarily the disn1antling ·so 
that the appropriate committees of Congress may study it. 

Let me call this to your attention: This recovery program i a 
cooperative one, and cooperation is a two-way street that works not 
only between the Congress and the adn1inistrative agencies both ways, 
but between the nations which may be the recipients of billions of 
dollars of American commodities. I must confess my great eli -
appointment if it has already been found out that it is impo ible to 
hold this up until we can get a look at it. Meanwhile we are supposed 
to speed action on making the money available over there. 

Secretary RoYALL. I agree with your general sentiments entirely 
but I want to say this, sir: That this matter of stopping reparations, 
as you may or may not know, was proposed in connection with the 
appropriation bill in December, and was stricken from the bill during 
its progress through Congress, and there has been no formal action by 
Congress on the matter, that being the only indication. There has 
been no formal action by resolution or otherwise, except by inquiry. 
I mean there has been no formal action requesting that this be don 
or directing this be done. The only action that would be definitiv' 
that wu.s taken, if that is definitive, is that it was proposed to Congrrss 
the provision that it not be done and that was stricken out. 

Mr. VoRYS. Let me remind you that a resolution of inquiry by t.hr 
House is about the most formal and p' remptory action that the IIous 
can take, and the answer to su h an inquiry is uppo ed, undrr our 
rules, to come through in n. short time. Therefor , you are in error 
if you think there has been no formal action on thi mn.ttcr t.akcn by 
the House. 

Secretary RoYALL. I did not mean that, sir, if I left that impre.._ ion. 
I said there had bern no formal action requesting us to stop dismantling, 
and there has been none as far as I kno·w. Now, I do not personally 
know just vvhy there has been so much delay, and I think it Jut be n 
a pretty long tim , with this e.~ception: Some of thi infonuaiion 
perhaps had to come from the thrate.r, and the other fartor is thnt 
this is a matter of policy as to di mantling \Vhich ha to be determin 'd 
by, primarily, the State D partment, but in practice jointly by the 
Department of the Army and the State Departn1ent, and dct rmirwd 
after the full facts ar obtained. I uppo c that i the explu.natio.n 
~or ~he fact that the two departments hav not yet n.n wered th1 
1nqu1ry. 

I agree entirely that it should be an wer d promptly, o.nd if it hn 
been unduly delayed, that it should not have been unduly delayed. 
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But I repeat that there has been no action by Congress directing or 
requesting the Department of the Army or the State Department to 
stop dismantling these plants. If such action were taken, I assure 
you it w·ould certainly carry great weight and might V{ell be entirely 
determinative of the course we would follow. 

'1Ir. VoRYS. I vv-onder if you could give us a break-do·wn of the 
22,000,000, as to ho\v much of it is for military occupation and 

how much of it is for military government? I found out over in 
Germany that by "military government," they did not mean military 
government they meant just the opposite. One official said "It is 
not very military and not much government." I think tl{at \vas 
exaggeration, but certainly, as far as the military is concerned, it is a 
civilian government. Hovr much of it is for civil affairs? 

~ ccretary RoYALL. Well, fhst let me say I thini~ it is pretty military 
over there. I have watched those boys and I think they are pretty 
good. I think they are remarkably military, considering all the 
cir un1stances. And I further think that General Clay has done an 
exceptionally fine job in government of Germany under very difficult 
circumstances. 

~fr. VoRYS. Understand, I do, too. I am not raising any criticism, 
but on this terminology, when you say "military government," you 
do not mean military government. 

1 11 I wanted to know is what part is military occupation for security 
troops, I forget the initials they headed that up with, but they had it 
at Frankfurt, and \vhat is the civilian end of it? 

Seer tary RoYALL. The $882,000,000 includes none of the military 
expenses. It is solely \vhat is called category A items, whirh a.re 
principally food, fuel, and fertilizer. That is all that is incluclen in 
that. 

l\Ir. VoRYS. What is the expense of the military? 
Secretary RoYALL. That is for a 15-month period, as you know. 
11r. VoRYS. Yes. What is the expense for the 1nilitary occupa-

tion, and by "military" in this question I mean military. 
~ ccrctary RoYALL. I would say, sir, that that question I do not 

think can be dogmatically answered because it includes the pay of 
troops, supply of troops, housing, their dependents' allotments, their 
quarters, and the personnel in the United States that is engaged in 
their supply and management, and there has never been any absolute 
break-down. 

:\lr. ORYS. That was what I want to get. 
ecr tary RoYALL. To give you our best estimate, I must qualify 

by saying it cannot be with exactness, but it is our estimate that 
occupation is roughly responsible for $2,000,000,000 of the Army's 
$2,900,000,000 expenditures. That of that $2,000,000,000, approxi­
mately one-half, or $1,000,000,000, would have to be spent on those 
troop wherever they were located, and tlHtt, therefore, th net cost of 
opPration for military in all areas, which W0 1Ilcl include Germany, 
Japan, and Korea, would be a billion dollars for th e> extra cost of being 
ov •r · th r , the organization, civil personnel a 1d oth r personnel 
thn.t would not otherwise be required, and for supply lines, and so 
forth. 

row, that billion dollars must be divided between Japan and I~orea, 
ou the one hand, and Gennany, on the other. 
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I would say the German part of it would be a little less than one-half 
perhaps. That, again, is an estimate. They have more troops in 
Japan and Korea jointly than Germany, but that is offset to some 
extent by the fact that we have a more complic~ted situation in 
Germany than in Japan and Korea. I would ay roughly one-half. 
The best you can say-and this is purely an approximation-is that 
military and occupation and the governmental functions we perform 
in Germany, exclusive of the relief funds, is something under a half 
billion dollars. 

Mr. VoRYS. Then, to find out what the total costs of our activitie 
in Germany would be, you would add, for instance, $822,000,000 and 
let us say $400,000,000? 

Secretary RoYALL. Let us say $450,000,000 if we have to gue . 
Mr. VoRYS. All right, $450,000,000. Then, there was an uncovered 

deficit of $200,000,000 that was presented to us. 'Vhere would that 
come in? 

Secretary RoYALL. You would be duplicating if you put that in. 
The $822,000,000 is for a 15-montb period. 

Mr. VoRYS. Yes. 
Secretary RoYALL. There is something around $700,000,000 for a 

year, and if you add the $450,000,000, it would be $1,150,000,000. 
That is for relief and occupation and military functions over there on 
an annual basis. 

That does not include the recovery part of the program, which 
would be under the plan you are now considering, which is about $320,-
000,000 for a 15-month period, or about $250,000,000 for a 12-n1onth 
period. 

Now, the deficit is part of that. This is an inclusive figure for 
everything. 

1\tir. VoRYS. I always get mixed up on this deficit. Is that a deficit 
in the $822,000,000, or in the Marshall plan figures? 

Secretary RoYALL. Which deficit are you talking about? 
Mr. VoRYS. The so-called uncovered deficit. 
Secretary RoYALL. That is part of the $322,000,000. That is u1 

the Marshall plan. 
Mr. VoRYS. Part of the $322,000,000? 
Secretary RoYALL. Yes. Which is the 15-month period. If you 

just throw the deficit out, which would be, as I , aid, a duplication of 
figures, you have, for a 1-year period, the best we can Pstirnate, $700,-
000,000, plus $450,000,000 plus $250,000,000, which rnn.kcs about $1,-
400,000,000 for all purposes in Germany for a 12-month 1wriod 1f the 
European recovery program is adopted. 

Mr. VoRYS. Thank you. 
Chairman EATON. Mr. R1chards. 
Mr. RICHARDS. Mr. Secretary, you mentioned about t.l1e British 

zone and American zone being brought togeth r in one conomic unit. 
As I understand it, tlw Frrnch zone is till op )rat.ing s •par, t ·ly. 
Would it be in your opinion any econornic ad • ntag<' for the I~""nm ·h 
zone to be incorporated with the c three now? That is, ('conorni ·nlly'? 

Secretary RoYALL. It depends on the tcrn1s under whieh that is 
done. It could have certain advnntag s. It would, of ·ourse, htH'l' 
additional administrative difficultic . It n.lwn.y"' would, when you 
have three people to do it instead of two. Th·1t is n, nutttcr which is 
receiving and will receive active consideru tion. 
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l\1r. RICHARDS. Some have taken the position that it would be 
better to let the French Zone remain connected with the French 
economic set-up because it ·would work advantageously to both, as 
is. I did not know whether it would save the United States money 
or not to bring the French Zone in with the other two zones. 

Secretary RoYALL. There have been conflicting opinions on it. 
I think the dogmatic answer is difficult. The matter has been con­
sidered to see if arrangements can be made on a sufficiently fair basis 
under our terms of what is right to make it advantageous to both the 
French and ourselves. I do not believe I can be any more specific 
in that because the matter is now under consideration. On balance, 
we are committed to try to get that done on a fair basis. 

~fr. RICHARDS. You mentioned that the United States Govern­
ment had taken over certain financial obligations in the merger of the 
An1erican Zone with the British Zone. 

Secretary RoYALL. Yes. Well, we originally had a 50-50 agree­
ment witn the British on the relief supplies. They notified us during 
the fall that on aecount of the dollar shortage, and the dollar is the 
only thing that will buy IUQ.Wh outside of some of the Britisn areas, 
on account of the dollar shortage they would be unable to continue 
that 50-50 agreement, and that they might be unable to continue 
any participation mther dunng the year 1948 or for part of the re­
maining period of 194 7, whereupon we arranged a series of meetings 
w1th the Bntish over nere in whicn tne matter was fully discussed. 
The State Department and the Department of the Army, General 
Draper representing the Department of the Arm_y, made the best 
agreement we could make. The Treasury Department was also in 
on the conferences. Under that new agreement, for the year 1948, 
Britain will contribute to t11e relief funds, as I said in my manuscript, 
somewhere between 70 and 80 milhon dollars. We w1ll contribute 
the $700,000,000, which I previously mentioned. In other words, it 
\vill be 8 or 10 to 1. 

In compensation for that, in a way, or recognition, it would be 
better to say, the authority on economic and financial matters is in 
son1ewhat t11e same proportion as the contribution w·hich gives us, in 
effect, control over the economic and financial dealings in Germany. 

Cnairman EATON. That is, both zones? 
Secretary RoYALL. Yes, sir. We have some qualifications. We 

would be glad to furnish you a copy of the agreement. That, in 
general, is an accurate statement. 

l\Ir. RicHARDS. In addition to that, we have also taken over some 
of the Inilitary responsibility? 

ecretary RoYALL. No, sir, we have taken over none of that and 
none of the responsibility for the actual governmental operations. 
England is still paying its people and we are paying ours. 

l\{r. RICHARDS. Has the British military force been reduced in the 
Briti h Zone? 

Secretary RoYAL. It has been reduced in both zones. As a matter 
of fact., the British have considerably more civilian personnel over 
tlwre than we do. 

l\{r. LoDOE. Will the gentleman yield? 
l\fr. RicHARDS. Yes. 
l\'lr. LoDOE. Since we have this 10 to 1 authority in both zones, Mr. 

<'crr.tary, do we propose to do anything to stop the dismantling of 
• 



George C. Marshall Foundation, Lexington, Virginia

37 4 FOREIGN POLICY FOR A POST-WAR RECOYERY PROGRAM 

plants in the British Zone and sending those plants to Russia, as I 
understand is now being done? 

Secretary RoYALL. This agreement does not specifically give us 
any authority over the reparations program, and ·we have not any 
right today to tell the English to stop delivering plants to Russia. 
That matter will be discussed and is being discussed with the British. 
I would prefer not to say anything more about that, if I might. I 
understand your problem. We understand it thoroughly. 

l\1r. RicHARDS. In the final analysis, Mr. Secretary, to what extent 
is the United States able to make decisions ·when it comes to the 
administration of the British Zone? 

Secretary RoYALL. Political administration at the present time, we 
have no authority in. It is in the export and the economic side and 
the financial side. 

Chairman EATON. Where it requires American money, in other 
words? 

Secretary RoYALL. That is the best way to put it, where American 
money is actually involved. 

Now, as you have seen from the press, there has been some dis­
cussion and some form of action-! will have to leave it that way­
as to the political unity of the two zones. But that has not become 
entirely finalized at this time. 

11r. RICHARDS. Let me go back to the question that our chairman 
brought up just now about the German people working. Now, 
Germany is a conquered country. No peace treaty has been sianed 
with Germany. Germany is occupied by our forces, or at least certain 
parts of Germany are occupied by our forces. We are obligated under 
international law to see that the German people do not starve. And 
we are fulfilling that obligation as we always have. But the German 
people are obligated to work. Now, I know of no obligation on our 
part by treaty or international law or anything else not to compel the 
German people to work to get their daily bread. I think they hould 
be ma.de to work at the point of a bayonet, provided we provide them 
with food to work. Why is it not the policy of the United tutcs to 
make them work? 

Secretary RoYALL. No, we do not make that policy, and maybe 
I do not have to state my view, but I would like to state my virw. 

Chairman EATON. Yes. 
Secretary RoYALL. I do not think that the Am rican Govcrun1ent 

wants to make anybody work at the point of a bayonet, after actual 
hostilities are over. 
, lvfr. RICHARDS. Even though they are the conqu red nen1y and 
we are feeding them? 

Secretary RoYALL. Well, we might accomplish the same result by 
prescribing certain conditions to their being fed, and there n1ight h 
other things we coul<.l do. I am ure that General Clay thinh~ thut 
feasible, and I am not sure that anything ha b on suggu:;tcd, but, I 
would not, under any circumstances, Inyself, f ,el w \ should nutl-c 
them work at the point of a bayonet. Vo might \.·crt other fonn 
of compul ion by withholding food. 

As a matter of fact, the principal interest in Gcnnany fr01n 1ny 
standpoint is to prevent G rmany fron1 bt.\coining a disorguniLwd or 
totally disorganized country seething with unrc. t and stnrvation nnd 
disease, which would be a prey to any sort of ideology. I thiul- if 
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that should happen that it would be prejudicial to the interests of the 
"Cnited State . 

~ir. RICHARDS. But if that is not going to come about, there are 
two things that must come about, one is that the Ger1nan people 
mu"t be fed and the other is that the German people must work. 

Seer tary RoYALL. I agree with both of those objectives. You 
deal with an ind.iYiclual, though, and you cannot generalize too greatly. 
Just a in any nation there are citizens whom no one can cmnpel to 
look at a rnatter other than selfishly. I think this is repetition. 

'y c hav got to have, short of force with a bayonet, incentive for 
them to work. A great many individuals will work only from the 
standpoint of force. 

Chairman EATON. You would not preclude the United States 
from acting selfishly on that basis? 

ecretary RoYALL. I certainly would not. That is right. I 
would not preclude it. I agree with you. 

~ir . BoLTON. You just commented that eating might be an 
in entive, that if one did not work, one did not eat. That has been 
on the docket of a good many nations for a good many thousands of 
year , has it not? 

Seer tary RoYALL. Yes. 
ir. RICHARDS. Some people want to eat and not work. 

11r . BoLTON. Are we not doing a great deal of that in our country? 
11r. RICHARDS. We are not under military government and we are 

not a conquered enemy. That is the difference. 
I have one other question. 
You mentioned as one of the alternatives, if we do not go ahead and 

fu d the people and help to restore the economy of Europe, to get 
out. 'Vhat do you think would happen if we took our military forces 
out of Germany today? 

ecretary RoYALL. If we took our military forces out of Germany 
and topped our relief expenditures to them, my own guess is that 
they ·would go communistic promptly. 

1\Ir. RI HARDS. If we keep our military forces in Germany and 
appropriate money to keep them there and do not do something to 
r ~ tore the conomy of Europe behind those forces, what do you think 
will happen? 

ecretary RoYALL. Unless the European nations can have a stable 
and self-supporting economy they too, would-in varying degrees, 
of course-be most susceptible to the same fate that I outlined in 
Germany. 

l\'lr. RICHARDS. So, in the final analysis, it is: Get in there and 
.. pend more money or get out entirely with your armed forces. 

ecr tary RoYALL. I think this: I think there are three courses. 
Eith r get out or let it run along like it is now, which is not improving 
rnu ·h. We are just spending more and more. Or you can put some 
more money in to build up the recovery and hope that in a reasonably 
short tirne we can make the nation self-supporting. 

vVithin the 4- or 5-year portion of this plan we can make the nations 
self- npporting. 

Ir. RICHARDS. And, whatever course we follow, we had better 
keep our powder dry at home? 

·rotary RoYALL. I think we should. 
Chairman EATON. And plenty of it? 
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Secretary RoYALL. I think ·we should. 
Chairman EATON. Mr. ~Iundt. 
lVIr. ~1 UNDT. :\.1r. Secretary, this committee is considering not only 

this particular legislation but the whole world picture, from the tand­
point of what Congress and the country can do to facilitate peace. 

Up to now we have had a very fine galaxy of distinguished visitors, 
including the gentleman I am addressing, and one of the features of 
the whole testimony has been that the effort is behind one particular 
approach to the world problem: And that is the expenditure of Ameri­
can money and American materials in an effort to win or buy or secure 
peace and security abroad. 

I think we are going to have to do something along that line. I do 
not think we are ever going to get the job done however if we imply go 
out hunting with a single-barreled shotgun with one shell, no n1u tter 
how expensive or how far we reach. 

I am gratified by a statement you made on page 2: 
I assure you that as for myself the time cannot. come too c;;oon when the strength 

of the United Nations or the improvement in world condition can jwtify a radical 
reduction in the military men and material needed for onr national ."ccurity. 

I want to address myself to the first part of that, to the strengthening 
of the UN, which, I think, must be done. 

It must be done by American leadership, and I think it should be 
done concurrently with this program, if not ahead of it. 

I wonder if you would dilate on that aspect of the question a little 
bit? 

Secretary RoYALL. I think it ought to be concurrent. We have to 
do two or three things at the same time. We have to push the U 1 

with every iota of our leadership and make it successful, and we have 
to rehabilitate the European Continent to the extent that we arc capa­
ble of doing. And we have got to keep an armed force that will con­
vince the rest of the world that we can take care of ourselves. 

Now, those are three large orders, and we are faced with the situa­
tion that of course we know that there is a dollar limit beyond which 
this country cannot go. Everybody has to realize that.. vV e have to 
weigh these things. 

The UN costs the least of the three. And I think that our eonduet 
in the UN, while it is not at all within n1y jurisdiction, hn,' b, 'll 
remarkably fine. 

The difficulty that has been mE>t. is the recalcitrance of on' nnLion 
and that of its satellites. I think, in view of the diffi ·ulty of thnt 
situation, that to hold the UN organization together and to ac ·om­
plish even the lin1ited things that it has accompli heel is well worth 
while. And I think the greate t mistake-perhaps as great n, 1ni. tnk' 
as we could make-would be to either lose faith or confid n ·e in the 
UN or diminish our efforts to make it succeed. 

1fr. MuNDT. I agree 100 percent. 
Now, having met thi road block which you hav so aptly dcserilwd 

it seems mandatory to us to do something about. ren1ovin~ it. ow 
do not let the fact thut you arc Secretary f the Army det r you from 
talking about the UN because everything is g tting balled up these 
davs. 

The Army is busy mining coal over in G rmany.and the ~tate 
Department wants to become the economi aclmini trator of a pro­
gram which some people think should b done by financial p opl . 



George C. Marshall Foundation, Lexington, Virginia

FOREIG.l.~ POLICY FOR A POST-WAR RECOVERY PROGRAM 377 

The Department of Commerce is over telling Congress how to write 
a tax law, and Congress is supposed to be an authority on spending the 
people's money to feed the people abroad We are all balled up. 

~ecretary RoYALL. Please get back to the money and let us run the 
military side. 

:\1r. ·~I "GNDT. That is the trouble with the hearings up to now. We 
have been getting an overdose of evidence on one aspect of a program 
·which \Ve must meet \vith a concerted front. 

l~ ou have come out very hopefully with a recognition of the UN seg­
Jnent of that. I \Vant to congratulate you for that and urge that you 
bring supporters from the citadel down here to talk to us in those 
t rn1s. It is not enough to say that \Ve are going to spend X billions 
of dollars and then hope, after a ·while, that we are going to face up to 
the fact that the UN is not functioning to help freedom because some 
recalcitrant nation has got us blocked. We have got to do something 
about that. I am happy to hear you say it should be done concur­
rently and not in the S\veet afterwhile. 

ecretary RoYALL. That is right. 
:\Ir .... fu _T DT. Now, to get back to your bailiwick, on page 6 you 

peak about the excess plants. Who determines whether a plant is 
exc ss? The British, the Russians, the French, the Americans, or one 
of the four, \vith one ablP to veto the decision? 

ecretary RoYALL. This particular determination was made in 
August 194 7, the last level of the instrument, and was determined 
by the Briti h and .A.mericans for their two zones after a careful study 
and expert advice as to ·what the probable needs of German industry 
were at the pr~sent and over the reasonably near future. And they 
id ntified specifically those plants ·which by name and description 
could be removed and dis1nantled \Yithout an adverse effect upon the 

erman economy. 
'1r. ~·1 NDT. \Vhen you refer to "general-purpose equipment" being 

tak ~n out of var plants for shipn1ent to Russia and say "this special­
purpo e war n1achinery from these plants was destroyed," can you 
be ~ure, sir, that the general-purpose equipment removed fro1n the 
plants in Germany and transplanted in some other country cannot 
al:::-o b come a war potential? 

('Cr tary RoYALL. No, sir. If we expanded the term "war poten­
tial" to it.. ultimate meaning, as we know so well in our country, and 
we were going to destroy every plant with a war potential, we would 
have de troyed almost everything they had in Germany. 

It i a question of degree, nnd we have to draw what we consider a 
r a onu.blc- line between those plants that are so plainly and clearly 
and rendily adaptable to ·war that we should not pern1it them- like 
~ ircrnft plants, for instance and the other plants not so adaptable to 
var. But there is a question of degree there, and in everything that 

i: eli n1a.ntlcd nncl moved out of Ger1nany-or almost everything­
and it is hnrd to think of something that would not contribute, pos­
ibl r, to wnr . 

... ·lr. .JuNDT. I ren1cmber oue clay on the floor of the IIousc when 
mo t of t.l1 n1en1bers of the ron1mit.tee took the opportunity to dis­
a ~oein.te themselves with my good friend from Columbus, Ohio, and 
I woul<llike to associate n1ys<'lf with him this afternoon on the point 
that. he makes on the clisrnantling of plants. 
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Now, going to page 7 of your testin1ory: 
It i not believed that the di mantling of the e plant will adver ·ely affect German 
industrial recovery. 

I join bim in his skepticism about that, but I would lil~e to pur uc 
that a. little further to know what happens to the materinl when th · 
plant has been disn1antled. Wl1at happens to the dynamos and 
machine tools? 

Secretary RoYALL. They are supposed to be paid in reparation . 
Seventy-five percent of them go to tbe western nations a"' a wl1ole, 
generally, while some are not "''estern. Equip1ncnt is included. And 
25 percent goes to Russia, and Poland. 

Mr. MuNDT. Is that 25 percent still being shipp 'cl behind the iron 
curtain? 

Secretary RoYALL. The only thing we are shipping from the Amer­
ican zone now is the small remnants of one plant, n1ost of which we 
had already sent, and the general purpose tools from two war plants. 
Those are items we had marked for advance reparations and which 
were definitely agreed to be delivered, and \Ve are just ompleting the 
small end of a job. 

From the British zone, as I said a moment ago, I think the prob­
ability is---and maybe \Ve know that-but I think the probability is 
that they are continuing to make shipments. 

That matter, as I said a moment ago, is under discussion. 
Mr. MuNDT. I do not know what the War Department feels, but 

I know that a lot of members feel-and most of us who were abroad 
last summer feel-that it is a doubtful maneuver for securing the 
peace if we dismantle the war potential of a def ated enemy and u e 
it to increase the war potential of a possibl nemy in the futur ', 
whoever it is. 

Secretary RoYALL. Well, sir, I am not going to say no to you. 
Mr. MuNDT. That is adequate. 
Could you translate your figures on page 7, when you talk about 

coal, into the same category when you talk about steel? You tty 
you have restored steel to about 25 percent of the pr war level and 
you have restored coal to 285,000 tons. 

What percentage of the prewar coal production i repros nted by 
2851 000 tons? 

ecrctary RoYALL. I will have to grt that for y u. 
1v1r. MUNDT. Then we can havr son1' bu 1, for · rnparisou. 
Secretary RoYALL. If I gave you the figure , strike iL out b<'<'Hll c 

I really do not know. They tell me that it i bPtwcen GO and 70 }Wr­
cen t of the pr war. 

1\ilr. M UNDrr. There is that 111uch-60 to 70 percent? 
Secretary RoYALL. That is about right. 
(Secretary Royall has since varificd this figur of 70 per ·cnt.) 
Mr. !vi UNDT. I have one other quest ion whi ·h I arn sun' you ·nnnot 

answer today, unles one of tlH'"' gentlen1cn lutv<' the HllSWl'l'. 1 t i 
something I want for anotlwr purposl. 

I observed in Austria nnd i1 Gern1nnv n ·pr r e.·t< n. ivc nnd <'ll­
larg d and rather succl' ful information prognui1 being adtninister<'d 
undrr the direction f G ncruJ lay in t.h · \V nr Depn,rtnwn t. I wish 
you would supply infonnution on the record in an wcr to a qut'st.ion 
we asked there and failed to get: Ho'v rnu h, t.his year, nn you spt'nd-
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ing for purposes of dissemination of ~\rnerican information in Germany 
and ho·w much in your information service in Austria? 

Secretary RoYALL. \", ... e will get that for you. \:ve do not handle it 
in Austria any more. 

1ir. ~{ UNDT. It has been turned over to the State Department? 
Secretary RoYALL. I have been told we did not haYr it in Austria. 

I' ·ill have to check that, too. There are certain functions we handle 
in Austria, but not nearly as wide as Germany. Y e will g1ve you 
those figures. 

)Jr. 1~1uNDT. Thank you. 
(The information is as follows:) 
In the fi~cal year 1948 the reorientation and reeducation program appropriation 

were a<.: follow·: Germany, $3,944,437; Austria, $1,000,520. 
Of the e amounts, the following i pecifieally for public information and 

reorientation: r.ermany, $2,222,39±; Au tria, $788,135. 
The figur include co t only of contractual Rervices, purrha e of supplies and 

materials, interchange of persons and rental of facilitie . . 
The estimate for fi:scal vear 1949 are still confidential and will be released when 

pre~·ented to the appropriate congres ional committee . However, the program i ·· 
con...:iderecl e ~ 'ential and fund are de ignecl to support an accelerated information 
pro~ram nece._. ary to expo e and counter the all-out communistic propaganda 
campaign direC'tcd against United States foreign policy. This program is not a 
pha~·e of the one conducted by the State Department, which doe. not administer 
thi. · type of activity 'vithin the occupied areas, except to u e available in. talla­
tiow for the beaming of radio broa.dcasts to European nation to the east of 
Germany. 

1~1r. JARMAN. Mr. Secretary, I was very much pleased to hear your 
expression of confidence in the UN. On the day the San Francisco 
conference commenced, and, I believe, on the day the UN first met, 
I expressed the opinion on the floor-and I have expressed it repeat­
edly at other times-that with the progress of science-and that was 
before the atomic bomb-since all intelligent people must know that 
civilization cannot survive another war, that the leadership of the 
w·orld would finally do whatever is necessary to prevent another \var 
and that the UN would be the instrument through which that would 
occur. 

Regardless of the gloomy outlook from time to time since then, I 
ti~l ?elieve that and I am glad to hear you are in agreement with that 

op1n10n. 
I believe the UN will succeed. 
1Ir. RICHARD . Will the gentleman yield right there just for an 

observation? 
lr. JARMAN. Yes. 

~1r. RICHARDS. From the crack made by my friend from South 
Dakota one would come to the conclusion that the idea of the League 
of Nations and the UN was born in the Republican Party. 

:t\Ir. JARMAN. I am mighty glad that the United States is partici­
pating in the UN and not sitting on the side lines. I have always 
believed that had we participated in the League of Nations we might 
have at least largely contributed towards avoiding this last war. 

~Ir. MUNDT. Would the g ntleman yield so that I can r ply to my 
friend from South Carolina so that we can keep this discussion 
tri ·tly bipartisan? 

One would conclude, by the way the UN was fumbling along and 
mi..,sing the bus, that it was administ('red xclusively by New Deal rs. 
~~Ir. JARMAN. Now, I want to get back to this business which the 

chairman brought up and my friend 1Ir. Richu,rd pursued. 
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As I recall, it was initiated with some such statement as "It is a 
matter of them working or us paying dollars," or something to that 
effect. 

Mr. Secretary, take the American and British zones combined-are 
they self-sustaining, from a food standpoint? 

Secretary RoYALL. Oh, no. Nowhere near it. 
Mr. JARMAN. Is there much prospect of food flowing into that zone 

from neighboring countries? 
Secretary RoYALL. Not until we have exports to buy it with and 

exports in Germany to pay for it. Even then there can't come enough 
from neighboring countries. 

Mr. JARMAN. That is, over and above the demand from the neigh­
boring countries? 

Secretary RoYALL. That is right. 
Mr. JARMAN. In other words, it ·would take dollars to get food in 

there? 
Secretary RoY ALL. That is right; dollars or something which is 

worth dollars. 
Mr. JARMAN. And since there is no food available anywhere around 

without dollars, what difference, after all, does it really make, as far· 
as whether the German people will starve or not, and as far as the 
dollar situation is concerned, how much they work? 

Secretary RoYALL. 1.;v ell, it docs make a difference whether they 
work. 

Mr. JARMAN. I am talking about in relation to American dol­
' lars. Of course it makes a difference. vV e ·want them to work. 
But where would they get the food with the proceeds of their labor? 

Secretary RoYALL. Well, of course maybe I am not following you, 
but we are feeding the Germans because they have not the footl in 
Germany and they have not the dollars or exportable con1n1oditiPCI to 
buy it with. The sooner Germany does have exportable surplus 
that they can send to other countries, then the sooner we will lH' 
relieved, in part or in whole, of our financial responsibility of feeding 
them. 

They cannot reach the productive capacity to have xporLs unl \ ... 
they w·ork. Furthermore, their working is i1nportunt because lhe 
more they raise on the farms in Germany, the less we will hnv<' to 
supply them. So the work of the German people i a really 1nntc'rinl 
factor and an important factor. We \vant to do everything W(' nn 
to get them to work, short of actual force. 

1lr. JARMAN. I thoroughly agree with that, but I cannot undcrstnnd 
why no food is available except in the United States. And they do 
not produce to export to the United State , so I do not sec tha,t how 
much they work makes any difference. · 

Secretary RoYALL. You can buy it from som0 place else. They Pll 
coal, for example, for dollar~ or equival nt of dollar'>. They have som<' 
exportable steel. They have so1ne exportable cotton goods, and tlwn· 
are a number of other items which tlwy can usc, eventually, Lo pny 
for their food. 

At present they are not doing it because they are u'>ing that money 
to build up their economy, and the m rc they build it up th sooner 
we will reach the end of the road. 

Mr. JARMAN. Could they sell coal right now for dollars, no 1natter 
how much they had? 

Secretary RoYALL. Well, they an ll oal to France. 
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J\fr. JARMAN. For dollars? 
Secretary RoYALL. For dollars; yes. There is something they 

could ell and get dollars for. They could realize on their exports. 
All that they have they could realize on. 

They do get a little food from adjoining countries, but it is not 
enough to support them. 

1Ir. JARMAN. I would like the clerk, :\Ir. Chairman, or somebody 
else, to read there olution passed by the House-that paragraph of it 
which ·was referr d to a while ago. It was paragraph 11, I believe. 

l\1r. CRAWFORD (reading): 
Ha.· the Government of the United States taken appropriate step to delay 

temporarily the further dismantling of plant in we ·tern Germany o a · to permit 
further ~tudy by the appropriate Committee of Congress in order to determine 
whether uch tran fers are prejudicial to any general recoverv program for western 
Europe? ~ 

l\1r. JAR~IAN. I thoroughly agree with you, 1fr. Secretary, that 
that m rely asked a question and issued no directive to your De­
partment. 

Seer tary RoYALL. Yes. 
~ 1r. JAR:\IAN. No·w, as to that question of dismantling of these 

plant~, did you say the British and Americans decided which would 
b di rnantled? 

ccrctary RoYALL. Well, the British and Americans decided in 
ugu:t 194 7, in fixing the level of inclustry-·which meant the plants 

that ·would b left-that they would fix tho e that would be taken 
• way. You understand that the e question of dismantling of plants 
nr not n1atters solrly decided by the Department of the Army. 
Th matter are decided jointly by the State and Army Depart­
ill nt , with the for ign policy aspects of it and the diplomatic aspects 
of it controlled naturally by the State Department, and properly so. 
But w ' ar very cooperative, and " re are working on all these matters 
jointly. There is the best of spirits between us . 

.:\Ir. JAK\tAN. That was my next question. The decision rests 
jointly with the State Department and with, I suppose, the commander 
iu ·hie£ of th Army on the ground? Is that right? 

Sp('r 'tary RoYALL. Of cour e, \Ve get the opinion of General Clay 
but tlw D<'partn1ent of the Army with the State Department h re in 
\ a hington mak) the ultimate decision on these matter . It is the 
l)ppa rtm<'n t of ,tate, after con ultation "'ith us, that makes the 
de,·i ion. 

~I r. rTAR~I\ . I imagine both th tate Department and you pay 
a good deal of attrntion to your . rnior representative on the ground. 

~P<'rdurv RoL\.LL. \V c do. Both of us have the greatc t confiden e 
in th<' nbiiity of cnernl lay, and hi recommendations carry the 
:rna t<' t, of W<'igh t and arc nlmo t alway foll wed. 

~It·. ,f.\R\1.\ . Jlow long ha h' bern there? 
S~:<'r<'fary RoYALL. ~lay I Yolunt cr an addition to the answer? 
~It·. ,JAR\1 \. ~. Y cs. 
~. P<'r<'tary RoYALL. H 'rc i what General lay says about the e 

pl!lnt that ar mnrk 'd for reparations o cr and above th lev )l of 
ind u::,try: 

I i ~ IllY sinccr conviction that we have> lc>ft to \\c>st rn TCrmanv all of t.hc 
in lu trial· capacity it can use. f course, c~vcs can h<> mad • for. pc'cific plants, 
and """ arc pr pared to con~idcr recomm ndations from t h • Gcrmam.:: for transf rs 
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and other placements to save specific plants when it can he shown that uch plant 
are essential to German indust.ry. 

Mr. JARMAN. He has be n there about how long? 
Secretary RoYALL. He has been there omething like over 2~-

it will be nearly 3 years in April. . 
Mr. JARMAN. 11y recollection is that Ambassador ~furphy ha been 

there appro~Timately the same time. 
Seer tary RoYALL. He came a little before General Clay. 
11r. (JARMAN. I thoroughly share your confidence in General Clay, 

and I entertain similar confidence in Ambassador :\furphy. Further­
more, I believe they are very responsible officers of thi Goverrunent. 

I was in Berlin a couple of days in 1 945 and a couple of clay la t 
year. Some of my colleagues, no doubt, 'tayed longer. But even 
those who stayed4 C)r 5 days, or a week, are not in my opinion quite u 
competent as General Clay or Ambassador ~Iurphy to know \vhich of 
these plants should be dismantled, and, for my part, I give them 
credit for being good American officers. 

Now, getting back to this legislation more directly, as eeretary of 
the Army \vhat do you think would be the result in your irnmediate 
Department in the Army? First, I \vill say the immediate result of 
the failure of passage of this legislation? 

Secretary RoYALL. As rPlated to Germany, which is really what l 
should confine myself to in that opinion, if we did not fnrni h uny 
relief in recovery funds for Gern1any we would proceed as we have 
been, slo·wly rebuilding German industry. If we did not get re ·ovC'ry 
funds we would move along like -vve have, providing relief funds with 
German economic recovery and moving very slowly and therefor' the 
period of time within which V\re \Vould have to continue reli f, unl 
we would have them starve, would be considerably xtcnd d. 

If we ·wo ld get money to timulate industrial r covery we 'rould 
shorten the period of time within which th present expenditure of 
n1oney for relief must be made. 

Mr. ,JARMAN. That is very pertinent and confirms my opinion thnt 
a parsimonious attitude in this program would probably in th final 
analysis prove quite expensive. However, what I had .in Inind mo1 
directly \vas the defense of this country. You expre '"' ed th opinion 
that. Gennany would shortly, if \Ve pulled ut, full victin1 to com­
munism. 

Secretary RoYALL. I do not think there is any crious doubt about 
that. 

Mr. JARMAN. I not only thoroughly agree with that, hut I think 
that is equally true of the rest of \vest rn Europ in a short whil · and 
the rest of Asia. Should that happen by failure of pns ng of trhi 
legislation and the course of other event , whnt \ ould be ur sitwdion 
from a defense standpoint? Would there not b a gr nt ·hmw<' in 
the necessity for your organization? 

Secretary RoYALL. It would at least mov th , politi ·al frontier 
from eastern Europ to the astern coast of the Unit d Stat' or some­
where in the Atlantic Ocean. 

Mr. JARMAN. Under tho r condition , would not your t-up-t.hc 
Army side of it- have to be a gr at deal n1or' e.~p n iv than it is BO\ '? 

Secretary RoYALL. I an1 sure that that i tru for an nd quate 
defense. 

Mr. JARMAN. That is all, l\Ir. Chairman. 
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Chairman EATON. Mrs. Bolton? 
11rs. BoLTON. I do not \vant to pursue my questions very far into 

Germany as I think we have had quite a good deal on the matter of 
Germany this afternoon. But I do want to ask you to put in the 
record whether in making the decision as to the war plants that \Vould 
be dismantled, it was done on the basis of what Germany herself could 
consume or on the basis of Germany is playing a part in the rehabilita­
tion of Europe. 

Secretary RoYALL. It was on the basis of what Germany could 
produce. 

l\Irs. BoLTON. For herself? 
ecretary RoYALL. No, not that-what she could produce for 

herself and export. 
1Irs. BoLTON. I \Vould like very much to ask something that will 

perhaps seen1 a little more general. You have had, first in your 
capacity in the '\Var Department and in the Army, a chance to study 
the general situation in your organization as to its defense against 
any po sible aggression from the East. I assume that is right. 

ecr tary RoYALL. Well, I have some knowledge of what the possi­
bilitie w·ould be; yes. 

~Ir . BoLTON. Is it your feeling, as a result of those studies, that 
we tern Europe is an important factor in the defense of America? 

ecretary RoYALL. I think the strength of western Europe is im­
portant first as a deterrent to political aggression from the outside, 
and wh n the nations are sufficiently strengthened to become self­
upporting in every \Vay they would, of course, be in a better position 

to re i t anyone who should resort to military measures, if anyone 
:should resort to them. 

~Irs. BoLTON. That being the case-that you have become con­
vinced that there is a need of \Vestern Europe in the general protection 
of we tern civilization against the aggression of the nation which set 
up the Cominforn1-would it not appear, then, that the U. S. S. R. is 
finding that the reestablishment of strength in western Europe is 
Yery definitely a force against her aggression? 

ecr tary RoYALL. I would say that the reestablishment of sound 
and elf-supporting governments in the European countries would 

•rtainly low down, and possibly and probably prevent, political 
nggression by communism or any system of totalitarianism. 

~Ir . BoLTON. Only political? 
·retary RoYALL. I say eventually, as the nations become stronger, 

th ir rnilitary protection would also increase. Of course, I am not 
indi ating, by that, that I think that there is any immediate pro pect 
of anything oth r than political aggression in Europe. I do not mean 
to indi ·ate that I think there i imm diate prosp ct of military aggres-
ion in Europ "". 

l\lr . BoLTON. You do not give credit then to what we h ar-that 
th ' dir} tive issued from Moscow now in such countries as France 
nr' rnilitary directives? 

cr tary l{.oYALL. I have se n a lot of rumors in the papers, but 
n1y O\Vll pinion- and it can b nothing but an opinion-is that th re 
i .. no in1n1inence of military aggression into western Europe from any 
'OUrCe. 

ivirs. BoLTON. In the matter of the strengthening of w stern 
Europe, do you f el that there would be an increa e of str ngth if the 

GOO 2- 48- 25 
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countries of western Europe joined together as much as possible 
economically and quite definitely in a self-preservation method? 

Secretary RoYALL. Certainly. Anything that \vould tend to 
increase the freer flow of goods, a more cohesive economy of western 
Europe would, in my opinion, tend to improve their condition of 
stability. I am getting a little beyond the field in which I feel that 
I a.m competent, but I can express an opinion . 

.l\1rs. BoLTON. May I ask a little further afield, perhaps, !vir. 
Secretary: On the other hand, in your present capacity, you would of 
course have to take all phases of European strength and weaknesses 
into eonsideration. 

Secretary RoYALL. That is right. 
Mrs. BoLTON. You may not want to answer this question because 

there is always a hush-hush attitude connected with any suggestion of 
Spain. 

V\ ith Spain in her very strategic position, as far as the 1fediter­
ranean is concerned, would you have anything to say as to the benefit~ 
that might be derived if Spain were included in the general union ot 
\vestern Europe, inasmuch as she was responsible for the lives of some, 
I think, 4,000 of our aviators, whom she not only did not intern but 
whom she sent back to their jobs, and so on? Would you feel that it 
would be profitable to the future of ·western Europe to have pain 
included in whatever categories were developed? 

Secretary RoYALL. The Spanish question is so far out of my field 
and has so many ramifications that I do not care to discuss it, if you 
don't mind. 

Chairman EATON. Mr. 1\!Iansfield . 
..l r. MANSFIELD. Mr. Secretary, I believe you were asked in the 

Senate by the Senate Foreign Relations Committee what would b • 
the alternative if the Marshall proposal did not pass. 

I am not certain in my own mind what your answer was. But a 
I recall it, you felt that you would have to ask for universal military 
trai:1ing at once and increase our armed forces at home; is that 
correct? 

Secretary RoYALL. Whether or not the ERP passes, we nc •d uni­
versal military training to <Aidequatcly clef •ncl this Nation. 

The idea that we can send machines and not men to fight a wnr 
does not appeal to n1e. 

We have had scientific research and dcv lopmc1 t for many years. 
We had more men in this past war than we have cv r hnd in u wnr or 
probably any two wars in history, an if we waJ t to fiaht the war in 
our own backyard over here in An1eri a, we can get along with fcwl·r 
men. 

But if you want to carry the war, if it com s, nnd fight it in tht• 
oth r man's country, which is what I want to do, w havP got to 
have bases. 

We have to man those bases. We havr to hold those ba .. t•.s in the 
face of an enemy, and we have to trunspo ·t th men t hold th 'In nnu 
supply them and we have got to hav p oplc to supply th n1. 

So nothing that I said before the enate indicated that there were· 
any circumstances in sight, in the immediate future, that would dis­
pense with the necessity of universal military training. 

What I did say was this: I said if we did not have, and I am not 
seeking to quote it, but I will tell you the substance of it, if we did 
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not have a recovery program in Europe, and if it seemed to me there 
would be disorder and unrest in those countries, dissension, discourage­
ment, that I was sure that if that happened we would need a larger 
defense force than we would otherwise need. 

In response to a question from one of the Senators, he asked n1e how 
we would get a larger defense force in view of the fact that the services 
were unable today by voluntary recruitment to recruit up to the 
strength they desired, I told him we would seek to make enlistments 
more attractive. He said, "If that should fail, if you were not able 
to do that, then what is the alternative? Is the only alternative to 
resort to selective service"? 

I suicl, "Yes, the only two ways to get the necessary men are those 
voluntary recruiting or selective service; that is not universal military 
training.'' 

There is all the difference in the world. I did not mean to intimate 
we did not neeJ universal military service under any circumstances 
because I think we do. 

Mr. l\1ANSFIELD. Do you think that this country is capable of 
appropriating the money to carry out this program over the next 
4-year period, and at the same time appropriate enough money for 
universal military training? 

Secretary RoYALL. I think so, yes. There again the judgment of 
Congress must be conclusive, and your economic and financial advisers 
vould be consulted. The information that comes to me is that we 
could do that and should do it. 

1\ir. MANSFIELD. Mr. Secretary, at the present time we are still 
using paper currency in Germany. 

It seems to me that there was some sort of an investigation carried 
on not so many months ago which indicated that in the Russian 
sector they had plates which we had furnished to them and with 
which they were turning out currency which was being distributed 
in our zone. Was that correct? 

Secretary RoYALL. That testimony was given and before I knew 
or had any responsibility for military government. I say that only 
because it explains my lack of knowledge; I do not think the matter 
was handled improperly. 

I think it was a circumstance that could not have been avoided and 
I do not think anybody was to blame. 

I have investigated those facts since I. did come in as Secrrtary and 
a I recall them they are: In the early stages of occupation there was 
a gr at deal of Russian currency printed. The Russian soldiers were 
pni-l in it. 'fhey bought from American soldiers principally, some­
tim from the people who had bought from American soldiers; large 
amount of personal property; watches, and things of that kind. 

That money th refore got into the American zone and created an 
'. · t.nl- upply of money over and above that which we had put into 

the zone . 
Th principal beneficiary of that was the American soldier who 

old hi watch, or other property, because he could take that money 
and redeem it and a lot of these boys who started home after the war, 
mud omething out of that. 

It wa a violation of regulations, but it is pretty tempting, I suppose, 
for n young fellow, if he has a watch when he cttn get a thous'11H1 dollars 
for it. A lot of them did get it. That was the principal eaus<.'d for 
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that. The second step was where an American had sold to some­
body else and he sold to the Russians. · 

I believe it is a fact that that surplus is being gradually liquidated 
by purchases locally and other means. It was testified to by, I 
believe Assistant Secretary Petersen at that time, that it was expected 
there would be no financial loss to the United States forces. 

Mr. MANSFIELD. But until that counterfeit money-because I 
think that is what it should be called-is liquidated, the Government 
of the United States stands the loss? 

Secretary RoYALL. It will stand to lose if that is not liquidated 
through the German economy or some other means. It was not 
counterfeit. It was money from the Russian zone that came into 
ours principally. 

Mr. MANSFIELD. But the German people in the long run are the 
ones who are going to have to pay for what the Russians gained in 
this exchange with the American soldiers? 

Secretary RoYALL. If they ever pay that currency out they will. 
There is a great area of doubt to the extent they v.rill pay their cur­
rency out. 

Mr. MANSFIELD. Have we changed our currency since that time? 
Secretary RoYALL. We have not chang d it out of the German 

currency. But we have put in a military currency, sort of a scrip, 
in our zone, which is used by American personnel and it has obviated 
that difficulty for the future. 

Mr. MANSFIELD. Am I correct in assuming, then, that the 1noney 
which the Russians counterfeited or made was not military currency, 
but German marks? 

Secretary RoYALL. It was Allied occupation currency, but in the 
form of marks, as distinguished from our military scrip that they is u . 

Mr. MANSFIELD. I wonder if it would not be possibl , and I cer­
tainly do not speak from a provincial point of view, to sub titute 
hard money, say silver, for the paper money in our cliff rent zotw 
because there would be very little possibility of duplication and if 
they did duplicate dollars as good as silver dollars no one would be 
the loser. 

·secretary RoYALL. This currency problem is an imn1ensPly 
complicated one. As I said in my prepared statement, tht.' nutUer 
is now receiving very careful study. It has r' iv 'd v 'ry car ·ful 
study. I believe it would be unwise and I do not I-n w t11at I am 
fully qualified to discuss all the features of a curren ·y reform on eur­
rency exchange. The Treasury Departm nt and the tate Depart­
ment and Department of the Army are all studyin()' the matter: 

It would be preferable, as I said, if we could have a currency 
throughout all the zones of Germany, ev n though there wa nn 
economic and political division, because the people are u d to it. 

It would facilitate trad . That could b don with oundn and 
controls in a responsible manner. That is preferable. 

We have be n trying to do that because that would be better for 
Germany. 

Now, we ar working on studying an alternativ method and I 
believe that is about all I had better say about it now. 

Mr. MANSFIELD. I think, Mr. Secretary, it might be a good idea to 
give some consideration to the use of silver. 
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Secretary RoYALL. I will be glad to transmit to the people who know 
n1ore about the technical details than I do, the suggestion you made. 
I think it occurs to me offhand that that might present son1e difficulty. 

From my very limited knowledge of the national currency situation, 
I do know that hard money has had a tendency to disappear in the 
zone and leave the country without sufficient currency to operate on. 

I do not know whether that would be true here or not. I know that 
was true throughout the Middle East at one time. 

1Ir.11ANSFIELD. It does retain its value though, and I think that is 
important in eastern Europe. I did not mean to imply-and I want 
to state for the record that you did not have anything to do with this 
currency. 

Secretary RoYALL. I do not believe I could do any better'. I 
think the people that handled it did a very good job under a difficult 
. ituation. You see, in those cases we were four strong allies, that had 
just defeated the great German Nation. It is right hard now to 
reconstruct your mind back to that period, in view of the changes 
that have occurred. 

1Ir. 1-IANSFIELD. In the paper yesterday or today appeared a state­
ment to the effect that the Russians had upped the price of the oil 
they were taking out of the fields at Zistesdorf in Austria and selling 
at. t·wice the price we were selling our oil for in that country. Do 
you know anything about that? 

ecretary RoYALL. I do not. I have not even seen that in the 
paper. But I would be glad to look into it and give you any facts 
you would find on it. 

(The information is as follows:) 
The New York Times of January 19, 1948, carried a story to the effect that 

R.u ·sia had doubled the price of oil she supplied Austria "from fields in the Soviet 
occupation zone." No mention was made of Dusseldorf and since that city is 
not in a RuStilian oceupation zone, it is assumed that it is in error to refer to that 
location. 

Tnder date of January 21, 1948, a cable was received by the State Deparment 
from the 1Jnited States Ambas ador in Vienna which confirmed the news report 
and indicated that the Austrian Government was oppoRing the price increase. 

On January 22, another cable to the State Department advised that the Aus­
trian Government would probably have to accept 'the price rise Rince it had no 
other ~ource of petroleum products; appeal, however, would be made to the 
Allied Council. This latter fact was reported in news dispatches from Austria 
011 .Januarv 23. 

On Jant1ary 23 it was further reported by cable that Austria had again pro­
te.' ted to the Soviet military ~overnment and when faced with practically an 
ultimatum, had announced to the public that it had been forced to accept price 
increa:;e. However, that same day the Soviet dramatically announced that 
there would be no price increaf'e. 

On .January 27, the State Department received a cable stating that the Russians 
hacl been u:~ing the Tas. news agency to explain the reversal of position. The 
'argument advanced was that while negotiations with the Austrian Government 
were proceeding, the latter suddenly announced the price increa ... e, thus con­
fronting the • 'oviet with a fait accompli. United States officials stated that the 
Ta::-;.· :-;tatement was completely at variance with fact. and indicate, as confimred 
in a ·ew York Herald Tribune dispatch from Vienna dated January 23, that 
trotH!; reHi. tance by the Au trian Government, backed by United States authori­

tie'-', cau:-;ed Russians to decide that the move wa not a good political weapon. 

:\Ir. MANSFIELD. I would appreciate that. 
You mentioned the fact that General Clay was due in tomorrow 

night. Do you know if Col. Lawrence Wilkinson will be with him? 

• I 
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Secretary RoYALL. I do not kno·w whether he will come or not. 
The notice we have received did not name anybody but Amba sador 
Murphy. That does not necessarily mean that others will not be 
with him. ~fr. Wilkinson was over here during December when he 
testified on our deficiency appropriation, and I do not know whether 
he will return now or not. 

Mr. MANSFIELD. The reason I asked, Mr. Secretary, was because 
of the fact that he also testified before this committee on dismantling 
the plants. 

I thought he would have up-to-date information on it. 
Secretary RoYALL. I am sure General Clay will have up-to-date 

information on it. 
Mr. MANSFIELD. It was brought up by one of my colleagues that it 

might be a good idea to make the Germans work through the use of 
bayonets. We know, of course, the industrial unrest in Germany at 
the present time is primarily in the Ruhr area and we know, further­
more, that it is impossible to mine coal with bayonets. 

I think that the only thing we can do is, as you have already sug­
gested, and I am in full-hearted accord w·ith what you have to say that 
we will have to offer incentives to the Germans. 

We will have to give them some hope. The next thing they will 
do will not only be to help themselves and take the burden off us, 
but will help in the rehabilitation of western Europe because so 
many people are dependent on the German economy. 

Secretary RoYALL. I agree entirely. 
I have used the figures 320,000,000 and 318,000,000, as the figure 

that would be spent over a period of 15 months in Germany for the 
recovery part of the program. 

Please understand that figure is not frozen. There have been 
discussions back and forth of amounts ranging from somewhat below 
that up to as high as 340,000,000 or 350,000,000, and even up to 
400,000,000. 

That was the latest figure that we had. I have had some ugges­
tion since then that may be it might be rai ed. That depends on thA 
relative needs of the country. They are supposed to be left flexible. 
I am sure the committee understood that wh n I stated it. 

Chairman EATON. Are you through, Mr. Mansfi ld? 
Mr. MANSFIELD. Yes. 
Chairman EATON. Mr. Javits. 
Mr. JAVITS. I will just take a v ry few minut s. Mr. erctary, 

can western Germany stand alone as an conomic unit in your opinion? 
Secretary RoYALL. Stand alon ? 
l\1r. JAVITS. Yes. Will we ahvays have to pour mon y into it or 

can it som how support its lf, in your opinion? 
Seer tary RoYALL. I think with fair progr ss and r ovcry and 

some assistance it can stand alone and pay it way with its own 
exports. 

l\1r. JAVITS. They will always hav a food dcfi icncy and n, very 
rna terial on ? 

ecr tary RoYALL. Y c . 
Mr. J VITS. You b li v it can b mad up by th incr ascd indus­

trial production? 
Secretary RoYALL. I do, sir. 
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~dr. JAVITS. Now, the Secretary of State, according to your state­
ment, said that we must be careful, in rebuilding Germany, to avoid 
a future-and I quote his words-"threat to the peace." 

Now, in your calculations as to \Vhat would constitute a threat to 
the peace on the part of an industrially rebuilt Germany, do you 
think of Germany alone or have you calculated Germany in combina­
tion, let us say, w·ith another power or powers, say the Soviet Union? 

Secretary RoYALL. Well, of course these calculations \Vere made 
and these decisions \Vere made as to the war-making machinery to 
be eliminated 'vhen we were considering Germany alone as a threat. 
It is impossible to be either dogmatic or entirely inflexible in the 
matter of ·when a nation should be a threat.. 

Anything that you let Germany manufacture may contribute to a 
war ,potential, but we must let them manufacture something because 
they cannot support themselves as shopkeepers and farmers. 

Furthermore, the potential in the war-making ability of any country 
would be enhanced by an alliance \vith any other country of any 
strength. 

We have looked at it from the standpoint of Germany alone as a 
threat. 

:\Ir. JAVITS. Does the Secretary feel that it would be advisable also 
to consider in one's calculations Germany in combination with an­
other po,ver or powers as a threat? 

ecretary RoYALL. Well, I do not know what useful purpose would 
be served by that analysis because if we assume that Germany and 
the oviet would join up and some other nations would join them, 
our condition in Europe would be pretty bad. 

I think that looking at the danger of a war threat you would 
probably still have to have the hope that we are going to save at least 
western Germany from communism. 

?\fr. J AVITS. The Secretary has stated that we face a very difficult 
situation, of course, in leaving any industrial potential in a former 
enemy country. 

Is it not a fact, therefore, that what we can do to keep western 
Germany from being a threat to the peace, is largely a political 
que tion'? ' 

e r tary RoY ALL. I do not know how broadly you us~ . the term 
"political" but you cannot have political stability without a stable 
e ·onon1y. You cannot have it long. 

ivlr. J .\ VITS. 'Vhat I mean is that in order to avoid western Germany 
beiug a threat to the peace, is it not a fact that we have to have some 
political solution for western Germany? 

Se('r 'tary loYALL. Eventually we do. 
\Ir. JAVITS. W c have to have some solution. 
~ '·r 'tary RoYALL. Certainly . 
.:\Ir. J.\ VITS. Th •rc arc altcrnativ sin that solution; either Germany 

<'an b ~ united anJ operate under the guaranty of a 40-year treaty 
uch a ecr tary Byrnes proposed, or of four-power guaranties, or 

Gennun:y can sornchow or other adhere to the other w ~stern European 
nation ? 

'e ·retn.ry RoYALL. That 1s correct. Th re are a numb r of 
alternatives you c .. tn follow. 

~Ir. J VITS. But a political solution is to bo essential if \V are to 
prevent Germany froru b eoming an aggressor? 
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Secretary RoYALL. One solution is a bizonal Germany as a separate 
nation, and one is to continue to strive, as we are continuing to strive 
still, for some chance of a reunited Germany. 

And son1eone suggested today that rnayb a trizonal arrangement 
would work. There are a lot of variations which you cannot give an 
answer to no\v. 

1\fr. J A vrTs. The question now is one of rehabilitating German in­
dustry so that it is not a threat to the peace. 

Secretary RoYALL. Yes; it is some threat. Any d velopment of 
any kind is some threat to the p ace. 

Mr. JAVITS. It is a question of the degree of rehabilitation, first 
and second, the degree of rehabilitation with respect to the territory 
under consideration? 

Secretary RoYALL. That is right. 
Mr. JAVITS. Do I get the intimation of your testimony to lead to 

this, that under the circumstances in view of the conclusions upon 
which we both agree, for the present you have to sit it out in western 
Germany because you are nowhere near a political solution and you 
have not yet determined the d gree of conomic rehabilitation as it 
fits into the ERP and which minimizes the threat to the peace. Is 
that not a fact? 

Secretary RoYALL. I do not think you have to sit it out in the sen e 
that you do not want to have the economy rapidly improved. 

As soon as the economy is rapidly improved, then is the tim0 that 
we could have a political solution. I do not think \Ve have to wait 
until we get the political solution before we improve the economy. 
They must work side by side. 

As a matter of fact, we will never have a satisfactory political olu­
tion in Germany without a stabl and s If-supporting nation. 

1-fr. JAVITS. Mr. Seer tary, I use the term " it it out" in th term 
we have to stay th re. 

We have to supervise the job. 
Secretary RoYALL. That is right. I see no basis v n to mak' an 

estimate as to how long the occupation would havr to last. 
1-fr. JA VITS. Th r fore, as we work up to thi d grce w hn.v • to 

maintain our position and implement that by trying to bring baek th 
economy so far as we reasonably can and as it fits into ih c onorny of 
tho other western Europ an nations and alway b aring in n1ind th • 
degree, so that it is not a r al thr at to th peac . 

Secretary RoYALL. That is right, sir. I mad a talk th thor day, 
I believe it was in D nver, in which I said that th indu trial r('ha.bili­
tation of Germany on tho one hand, and th pr v ntion of rcannnnwnt 
in Germany on the other, pr sent continuino- dil m1nas in which 
practical decisions have to be made and the line ha to be drawn. 

Nobody can ever be sure whether th y hav o-one a little too fn.r 
one way or the other on the line. Tho c two ·on id ration Inn"t h • 
balanced. 

Mr. JA vrTs. And it is dil mma 1vhi h 1v annot r olv .·cppt 
with a political solution? 

Secretary RoYALL. W c mu t have a po]itien,l sol uti n. We Inu t 
do that sometime with trial and err r on thi . 

Chairman EATON. .:\1r. Lodg . La t but n t 1 'a t. 
Mr. LonGE. Mr. Seer tary, with re pect to th qu tion of dis­

mantling and aside from the lack of ufficicnt fu I or raw matPrinls, 
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would you say that we have the right to end the dismantling, regardless 
of past agreements? 

ecretary RoYALL. I do not know. I doubt seriously that we could 
in good faith and consistent with our agreements stop all dismantling, 
as far as the 7 5 percent is concerned, that goes principally to the 
western nations. 

~ir. LoDGE. \Y. ell now, dismantling was for the purpose of upholding 
th r parations program, and it was dependent upon the economic 
unification of Germany. 

That \vas the context of the agreement? 
Secretary RoY.\TJL. That is right. 
~Ir. LoDGE. That most certainly has not been accomplished? 

ecretary RoYALL. That is right. 
1Ir. LoDGE. I have heard this theory advanced before by eminent 

members of the administration, and is it your theory, that even if one 
party to a contract committs substantial breaches of it we are never­
theless bound. Would that be your theory? 

ecretary RoYALL. I do not subscribe to that theory. However, 
the \Vestern nations who are the beneficiaries in large part of the 7 5 
percent have not breached anything. 

~Ir. LoDGE. Russia has breached in not allowing an economic 
unification of Germany which was made a part of the reparations 
agreement? 

... ecretary RoYALL. We have suspended deliveries to Russia with 
Jllinor exceptions. 

1Ir. LoDGE. In other words, the agreement would be principally 
with Great Britain and France? 

ecretary RoYALL. Well, the 18 countries that get 75 percent of it. 
11r. LoDGE. These countries being interested in the economic 

recovery program would doubtless also be interested in helping us 
to achieve that objective, if it were pointed out to them that the 
conversion recovery of ·western Germany was an important part of 
that program. So it would seem to me that you could not base the 
continuing dismantling on any question of past agreements. 

e Tetary RoYALL. I am not certain about that. I think a good 
argument rnight well be made that these 18 countries have a right to 
our carrying out the reparations agreement. I do not base my 
po ition on that, certainly not entirely, because I think the possibility 
of utilization by Germany and the benefit for the recovery program 
ar th n1ost important elements. 

If en raJ Clay is right, and I have no reason to doubt it, these 
plant would be of no value to Germany within 5 years. 

~ir. LoDGE. I have the highest regard for G neral Clay; I happen 
to 1-now him and I think he is a very distinguished soldier, but as I 
under tood you, the argument is based largely on two points: First, 
that there would be inadequate labor to run these plants, and, second, 
thut th r would be inadequate coal. 

' • ·r •tary RoYALL. Inadequate transportation, inadequate raw 
Ina t •rial . 

-fr. LoDGE. Let us take the first two first: As far as labor is 
one •rn d, Ambassador Douglas showed us today that part of the 

hRP would b a free movement of people across frontiers. 
ow, there are places in Europe where there is an excess of popula­

tion, where there are large numbers of unemployed- in Italy, for 
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instance-so that the population and labor probl m 'vould therefore 
be solved by the program itself. 

Now, on the question of coal, surely it would be more advantageous 
to us and cheaper to ship coal to western Gern1any than to ship steel 
under the ... larshall plan, would it not? 

Why would it not be a good idea, then, to stop the dismantling 
at least of a large part of these plants, the steel n1ills, for instance, 
steel rolling mills, in view of the great lack of steel? We cannot pro­
duce enough for demand, and we have an excess amount of coal. Why 
should we not ship son1e coal to assist the e French and German 
steel plants to function, and thereby save ourselves the shipment of 
a great deal of steel and use that steel to manufacture freight cars to 
carry the coal in this country where it is intended to be shipped? 

Secretary RoYALL. You see, we are continually examining the 
industrial capacity of the clisn.ltLltling, equivalent to what that 
industrial capr.,city was in 1936, appproximately, not in every com­
n1odity, but over-alL There i not quite that 1nuch in tcel. But 
over-all, we are returning the equivalent of their pre\var industrial 
capacity. 

~ 1r. LonGE. That docs not quite answer 1ny que tion. 
Secretary RoYALL. No; but the point is thi : To pick out a , in~l· 

factor or even one or two factors, General Ola T's judgment i that 
under favorable conditions it will be at least 4 or 5 yL·ar hefor Gcr1nan 
labor, German raw materials, Gcrn1an traL portation, Gcrm!1n plant 
rehabilitation of the dan1agr.d plants and repairs, and the other 
factors will be able to raise the productive level of erlnUJlY abov' it 
prewar level. It is now 44 percent of it. It has 06 p r 'l'll t n1or 
to run. 

1lr. LoDGE. Is that not due in large measure to lack of an ndcquat 
supply of labor, to lack of coal, and to lack of adcquat iiH'Pntiv<' '? 

Secretary RoYALL. V't"" ell, it is du to all those factor , but a suming 
a favorable solution of those, the judg1nent of General Clay i that 
still it will be at least 4 or 5 years before we can reach the pr •war l·vcl. 
In the case of steel, to give you a good illustration, today th y nr 
producing about 3,000,000 tons annually of steelinG rn1any. Thi 
level of industry that we hav prescrib d i th stuff that will be l·ft 
after dismantling, and 10}~ n1illion tons i authorized. Th 'l'l'for ', \\1 

• 

can increase the present steel capacity by 200 and n1orc p •r · nt or 
thre fold or more under our present plan without utilizing any of th 
plants that are being dismantl d. It is his opinion that within a 
4- or 5-year period we cannot increase under ven favorable c nuitions 
steel production in Germany more than threefold. 

1-Ir. LoDGE. Nevertheless there is a shortage of steel. 
Secretary RoYALL. Yes; there is. 
1rir. LoDGE. I would lil-e to point out to you that the II 'rt r ·mn­

mittee, with which you ar perhaps fa1niliar, n1ade rtain r, ·om­
mondations. I would lik to a k you if you will b o l-ind as to giv 
me your comment on th recomn1endation . The I-lerter eonunittee 
r comn1 ndcd, among oth r things, (a) added pr ducti n f G nnun 
ingot st l. 

cretnry r OYALL. w c urge that, too. But tal-ing the stc \1 as a 
whole w have produced only ;3 Inillion. vV want to rai it to 10~. 

11r. LoDGE. There ar ste l plants marked in it by zon cn,rrnarkcd 
for dismantling. The steel-producing plants arc 5 in the United 
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States zone, 49 in the British zone, and the steel-rolling mills are 31 in 
the British zone. 

If you agree \vith that recommendation, would you also agree that 
these plants that I have mentioned should be dismantled? 

Secretary RoYALL. Yes, sir. I have not got in mind the figures of 
those that would be dismantled, but those that are marked for dis­
mantling still leaves enough to increase the steel production threefold. 

?\Ir. LoDGE. It also increases the drain on the United tates steel. 
Secretary RoYALL. \Yell, it \Vould if Germany were capable of 

increasing its steel production n1ore than threefold. But it cloPs not 
increase it. 

11r. LoDGE. You say General Clay has taken into consideration the 
possibility of getting more coal into Germany from us, and the pos­
sibility of getting additional labor into Germany. 

'ccretary RoYALL. I do not think he has taken into consideration 
getting additional labor and I do not know whether he has spe ifically 
considered importing coal from this country. But there are a lot ~of 
limiting factors. I do not know ho\v much labor you could get. 

11r. LoDGE. You have a tremendous excess of labor from many parts 
of Europe. As the Ambassador told us, the population has increased 
in western Europe by 20,000,000 in the 16 countries. 

eeretary RoYALL. I suppose part of that surplus will disappear if 
the economic recovery in the dift'erent countries moves forward. 

1fr. LoDGE. Tha.t might be one way. 
The second recommendation of the Herter committee was-
Some diversion of European semifinished steel from presently planned use to 

increase sheet production in idle or underutilized German sheet or strip mills. 

\Yould you agree to that? 
eeretary RoYALL. I do not kno·w enough technically about that 

to know, sir. It sounds reasonable, and I think that could be done 
under the dismantling plan. 

l\Ir. LoDGE. \Vould it be possible to have an ans\ver on that? 
Secretary RoYALL. I do not know if we have anybody here on that. 

\Y c ' 'ould be glad to furnish it. 
(The information referred to is as follows:) 
Under the bizonal level of industry a total production of 10.7 million ingot 

ton. of teel per annum was agreed upon. This is almost twice a much as under 
the old level of 5.8 million ton per year for all Potsdam Germany. In order to 
obtain thi production an actual teel production capacity of almost 13,000,000 
ton ha been retained in the bizonal area. 

Production in the bizonal area at the pre ent time is running at about 3% to 
4 million ton per year or at approximately one-third of the permitted production. 
It ha also been estimated that about one-third of the retained sheet and strip 
mill8 are being utilized at the present time. 

One of the bottlenecks that would be difficult to overcome in carrying out a 
diversion program would be in the transportation field. All available transporta­
tion i · now being utilized for taking care of the essential requirements of the Ger­
man economy, such as transport requirements for steel mills, power and gas 
works, fertilizer, food, lumber, tc., and while top priority has been giv n to the 
locomotive and car repair program it will be the end of they ar before any appre­
cinblc improvement can be expected. Therefore, semi-finished steel diversion 
honld not take place until the tran. port situation can be improved. 

Labor and the housing of labor is another bottleneck and another problem that 
mu ' t, be considered carefully before a change or diver ion can be mad ff ctively 
ancl in the intere t of the European economy. It mu t be recognized that housing 
in the Ruhr area and in other industrial centers is at a premium. With the 

.·ccption of miners housing little attempt has been made to improve the pr sent 
hou8ing situation due to the dire need for the same materials in essential indu tries. 
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Also, during the period sub equent to the capitulation there ha been no appre­
ciable increase in the supply of skilled labor. Effort are being made to train 
skilled labor to meet the anticipated increa e in production. In thi · connection 
female labor is being encouraged and an effort made to integrate it into the indu -
trial organization wherever practicable. 

In conclusion, therefore, it is our considered opinion that under exi ting condi­
tions, no useful purpose would be accomplished by diverting . emi-finished teel 
from other European countries to the idle or under-utilized German sheet and 
strip mills. 

Mr. LoDGE. The third recommendation is-
Suspension of all plants to dismantle or otherwise render inoperable such 

utilities until it is known that they will be unable to relieve the pinch in sheet 
and strip. 

Would you agree to that? 
Secretary RoYALL. I would think that might be correct in general. 

I think you have to weigh that against other production. 
Mr. LoDGE. Then, to what extent, if you think that correct? 
.Secretary RoYALL. I am not sure wheth r that would require a 

change in dismantling, because naturally if you paramount one 
particular item of production, you might have to reduce others, which 
could move ahead more economically, so I 'vould not 'vant to express 
an opinion as to any particular industry with my lack of t chnical 
knowledge. 

Mr. LoDGE. Could we have an answer on that? 
Secretary RoYALL. Yes; we can. I think we will have to get these 

answers from General Clay probably. 
(The information referred to is as follows:) 
The bizonallevel of industry as established wa de igned as a balanced industrial 

effort. It provides for a level of industry that was designed to leave tho e plant 
required for internal needs and to make the be t contribution to Europe a · a 
whole. vVe are advised that ample facilities will till be available for thi purpo~e 
within the retained level and, therefore, there would not s em to be any ne c ity 
to suspend dismantling. In arriving at this level for the bizonal area it was 
realized that in the other two zones of Germany it wa probable that much capital 
equipment was being removed and that conceivable, in some indu tri , the level 
was approaching the level of indu try agreed upon quadripartitely in :\larch 1H46. 
This situation, therefore, wa taken into con id ration a well a que ·tion in­
volving export of finished products, the unusual repair and maint nance require­
ments for the industrial recovery and the problem of meeting a minimum standard 
of living for Germany. 

Mr. LoDGE. Then (d)-
Stoppage of any reduction in German capacity for pipe production and in8t ad 

supplying adequate amounts of large tube rounds and wide plates for th' pipe 
mills proper. 

In that connection, I would like to call your attention to th fact 
that-

Among the doomed pipe-producing plants are some of the most mod rn and 
most efficient units in Europe; that i , four large units of Mannesmann, in Gels n 
Kirchen, Duisberg, Du seldorf, and Witten. These plants are pecially quipped 
for the welding of large-diameter pipe. 

That was given top priority by the Herter con1n1itt as cnt.iul to 
eliminate the delivery of essential oil and gas in th United 'tat as 
well as to provide Europe with criti al oil products from th Middle 
East. I can hardly point out what a vital matt r that is. W c are 
threaten d with a serious oil shortage not only now but in th long­
term future. Offhand it seems very hard to understand that we 
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should be demolishing this plant. I wonder if you would comment on 
that. 

Secretary RoYALL. I can only say, sir, I am sure the report of the 
Herter committee has been sent to General Clay. We will be glad to 
get you an answer to any of those questions, but unfortunately informa­
tion on those must come from General Clay. I do not think anyone 
here is familiar with them. The Under Secretary is directly respon­
sible for military government. I do not think he would know the 
detailed answers to those. 

1-lr. LoDGE. I should like to get answers on an authoritative basis. 
ecretary RoYALL. Yes. 

(The information referred to is as follows:) 
'Ye are advised that during the past summer American intere ts were in Ger­

many for the expre purpose of investigating the manufacture of pipe. It is 
under tood that production facilities in the capacity of these plants were not 
~ufficient to warrant considering this industry supplying the needs of the Middle 
Ea t. From an over-all balanced industry point of view it is not considered that 
the removal of the e plants will have a serious effect on the German economy. 
It i ~ intere ting to note also in this connection that in the case of the Mannesmann 
plant while 4 units are being taken there are two of this firm's plants being re­
tained at H uchingen and Grossenbaum located in the British zone. All of this 
type of indu try scheduled for removal is located within the British zone and if 
it can be hown that a shift in the type of plant left in Germany would materially 
a .~ i ~ t a European recovery program we would not anticipate any difficulty 
getting the British to exchange plants now on the list for others of a less critical 
type. 

XIr. LonGE. I would like to touch on the question of nitrogen. I 
need hardly point out the vast importance of nitrogen. Under 
average weather conditions, it is my understanding that 1 ton of 
nitrogen produces 600 bushels of additional grain crop. Therefore 
500,000 tons of nitrogen production in Germany lost in the conse­
quence of dismantling and red tape in each of the years of 1946 and 
1947 correspond to an approximate loss of 300,000,000 bushels a year 
in western Europe's food production, which, incidentally, is three 
times the amount the American consumer was called upon to save in 
the Luckman food-conservation program. 

~ccr<~tary RoY ALL. I understand we arc not dismantling any 
plant that produce frrtilizer. 

1lr. LoDGE. In the French zone, sir? In the French zone I am in­
formed that the dismantling of Europe's largest nitrogen;-producing 
plant is cbntemplated. 

' cr tary RoYALL. \¥ e did not rlo that. 
~lr. LoDGE. You do not bcli ve that under the European recovery 

program we houlrl make r comm ndations to the French with respect 
to th eli mantling of a plant which could relieve the shortage of wheat 
in th world? 

• c r tary RoYALL. No. I would think, based on our experience in 
GPrn1any, that everything in the world should be done to foster the 
production of fertilizer. We have done that in the American and 
Briti.J1 zon . 

~Ir. LoDGE. Do you think it would be appropriate to look into this 
Inat.t r ·with the appropriate authorities in order to find out if some­
thing could not be done? 
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Secretary RoYALL. I would think someone should look into that, 
yes; not the Army, but I think it should be looked into. I do not 
know the facts about it. 

Nir. LoDGE. Both the Herter and Harriman reports stres the 
importance of nitrogen an~ that coal and i~dustri~l equ.ipf?ent ship­
ments for nitrogen industnal use .should be give~ hig~ pr~onty. T~at 
is why I think that w·e c~nnot sunply sa:y, "This t~Ing IS happen~ng 
in the French zone; w·e will not do anything about It. We are gOing 
to have to ship wheat into France." I strongly believe that we should; 
but if what we are after is kind of an economic federation, if what we 
are after is reciprocity among these nations-and General Marshall has 
said that is essential to the success of his plan-\ve cannot very well 
take such a formal view as that, it seems to me. 

Secretary RoYALL. Of course, that is beyond my field; but I would 
not suggest that that view be taken. We have even gone up to Au -
tria to get fertilizer plants restored. We think \Ve must produce as 
~uch fertilizer as P,Ossible. I do not kno\v anything about that plant, 
SIT. 

Mr. LoDGE. Would it be possible to have something on that? 
Secretary RoYALL. We will get that information from some source. 
(The information referred to is as follows:) 

The above comment referred not only to the broad problem of fertilizer require­
ments in western Germany, but al o to the specific statement made earlier by 
Mr. Lodge t hat "in the French zone the dismantling of Europe's largest nitrogen­
producing plant took place." 

In the first place, no nitrogen fertilizer plant has been dismantled in the United 
States or United Kingdom zones of Germany, nor is it intended tha+. any will be 
dismantled. 

In regard to the French zone, the Department of the Army has b en advi cd 
by General Clay's office in reply to a direct que tion that on January 30, 194 , 
"the French today categorically repeat denial of any removals" from their zone. 
This, of course, is a denial of the removal of the plant "at Oppau" which ha · . o 
frequently been mentioned. OMGU further tated, "V\r repeat that 110 tlitrogr.n 
fertilizer capacity has been removed from we tern Germany." 

This Department has been informed that the French Emha. y ha made 
inquiries of the French Government on this point becau. e of the frequency of the 
statement that the large "plant at Oppau" has been di mantled. 

In considering the fertilizer production capacity in Germany in relation to the 
European recovery program, the capacity of the Oppau plant wa included a 
available for u e. However, information r ceiv d from Ol\tl U i. to the pff('ct 
that one part of ~he plant. cannot be r paired and placed in op rat.ion in }p::-;,' than 
6 months, while another section will require 18 month to r '1 air and plac' in 
operation. 

Mr. DRAFER. I would say that for a p riod of 2 year w n1nd 
every possible effort to get a1nmonia wat r, which i th ba i of 
fertilizer, fron1 the French zone, n1ade special allocations of coal, and 
did get some, but it has never worked out to a large degree. 

Mr. LoDGE. It do s not seem to me it would be advantug ou to 
the French to destroy a nitrogen plant. 

Mr. DRAPER. I would agree with you and would b glad to giv 
attention to it. I would also say that w hav n1aue v0ry effort over 
the period of the 2 years, som tim s 1norc and so1netin1 s lc s, to giv 
~very high priority in th allo ation of coal to the nitrogen pluut for 
JUSt that purpose. 

Mr. LoDGE. I am very glad to hear that. 
Mr. DRAPER. That has had n1ore success in the recent nwnths 

when the coal shortage was terrific. 
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lvlr. LoDGE. Thank you very much. 
1lr. DRAPER. I could add one other thought, which is not con­

clusive at all, on your other question about the rolled products and the 
pipe. So far as the rolled products go, my own experience, which is 
now 6 months old, and also the comment that we got back when this 
question was being considered sometime ago from the theater, was 
that there was sufficient rolling capacity to take care of any volume of 
ingot that was being rolled that could be expected. Ho,vever, we 
w1ll go in to the rna t ter further. 

).1r. LoDGE. Does that apply to pipe? 
11r. DRAPER. I believe there is very little pipe capacity in our O\Vll 

zone. It is largely in the British zone. I do not have that before me. 
But we \Vere stressing pipe to the extent possible and were not in a 
position 6 months ago, or maybe 9 months ago, when I last got into 
the pipe question over there, of producing anything like the amount 
of pipe that either we needed or that seemed to be possible under the 
steel and coal allocations. That does not fully answer your question. 

~1r. LoDGE. It would be better than nothing. I also would like 
to point out this vie\v that, according to the information I have, the 
value of a plant after dismantling is roughly 8 percent of the value of 
the plant prior to dismantling. Therefore, it would seem to me that it 
might be discrete to postpone it until the matter can be fully explored 
because, after all, we ake great care of our investments and we should 
tak an equal amount of care in our divestments. The total value of 
the e plants had been estimated, as I understand it, to be one billion 
dollars, which even today seems like a lot of money. 

~:Ir. DRAPER. I am sure you are not speaking of the American zone 
because the remaining plants in the American zone are comparatively 
mall both in number and in average size and do not approximate that. 

11r. LoDGE. Of course, the European recovery program is not con­
fined to the American zone. 

~lr. DRAPER. Yes. 
~lr. VoRYS. As I und rstand it, under the January 1 new bizonal 

~ gn'em.ent, we furnish about 10 to 1. 
Secretary RoY.\LL. Eight to t en to one. 
~Ir. VoRYS. Eight t tl'n to one of the dollar needs o( the t' .. vo zones. 

Thnt i about correct, is it not? 
~ rcrctary RoYALL. That is correct. That is for relief funds. 
~Ir. VoRYS. But the relief funds are category A, and so forth. 

Thnt is all forth civilian economy of G erm'tny. 
\•crctary RoYALL. Thl1t is right. There is civilian feeding , too. 
~lr. VoRYS. Do I understand you correctly that we have reserved. 

no yoi · \ at all as to 1d1a t th e British do with th) plants in t ... 1eir zones 
so thn t we h•l.vt\ no right undcf the new ugrce!1lent oven to r ise the 
q UP tion of di IlUtntlin2;? 

~ PCTPtnry l' oY.\LL. No. "\V c can r:1ise the qu ~stion, l)ut not e n­
rol it. 
~Ir. VoRYb. In other n1utters, 'Y-e have a ll ''W cle<rrec of auth rity 

or of nu"nagenlPnt . o1n~\what approxirnn,ting our con Lribution. That 
i" tru , i" it not? 

~ \er tnry Ro -ALL. That is right. You sec we agr ·led on this level 
of industry lnst August, with the British, on thL~ bttsi ""' that that would 
r' tore or enable us to re tore Gernutn indu'::ltrial pr duction fro1n an 
OVl'r-all standpoi1 t of appro. ·imatdy it 193G lcYel. General Clay 
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thinks that that is a sound decision. No\v, the difference between us 
and the British in the question is not in dismantling. We have con­
tinued to dismantle, but the difference is in the delivery to Rus ia, if 
it is a difference. That is now under discussion with them. That is 
by the State Department. That is a matter we do not handle. The 
State Department is discussing that with them. Of course, I do not 
want to get into a lot of details on this, but some supplies do come in 
from the Russian zone. 

~fr. LoDGE. Mr. Secretary, in that connection, and in connection 
with the Herter committee recommendations, I understand from cer­
tain sources that-

According to reports from German papers, the doomed rolling mills represent 
55 percent of the total capacity for strip and tinplate and as much as 65 percent 
of the capacity for medium and heavier sheet. There can be no doubt that the 
dismantling of these factories will defeat the constructive proposals of the Herter 
committee to increase sheet production in idle or under-utilized German sheet 
or strip mills. It will, therefore, create an unnece sarily inflationary impact on 
the Marshall plan on the American economy by aggravating and prolonging our 
scarcity of steel products. 

I would like in addition to have those figures verified as to whether 
that is true, and, if not, if those figures are not right, if the correct 
percentages could be submitted to the committee. 

Mr. MANSFIELD. Will the gentleman yield? 
Secretary RoYALL. That will be done. 
(The information referred to is as follows:) 
Comparative list of plants available for reparations under old and new level 

of industry by category of industry in each of the three we tern zones of occupation: 

United 
States 
zone 

United 
Kingdom 

zone 
French 

zone Total 

Number of plants listecl for reparations unc!Pr n w 
level of industry established Au~rus t 1947 

War plants_____ ____ __ ______ _______ ___ _______ ___ ________ 104 19 33 335 
Ferrous metals___ ____ ______ ____________ _____ __ _________ 5 87 2 94 
Nonferrous metals___ __________________________ _________ 5 6 10 21 
Chemicals______________________________________ ___ _____ 1 24 2G t~ 

Mechanical engineering___________________ _____________ 1 49 175 } 1 104 1 3
:12 Electrical engineering__________________________________ _ _ _ __ ___ _ _ 4 

Shipbuilding____________ _______________________________ 1 2 __ _ __ _ __ _ _ _ _ :l 
Power plants ___ __________________ ______ ________________ 4 ------------ ---------- _ 4 
Cement plants ____________ __ ___________ ________________ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ I I 

Total - -- ------------------- -------- -------------- 1 6 496 176 

Number of plants cstimat d surplus undrr old 
level of industry established March 1946 

War plants ___ _ _ __ _ _ _ _ _ _ __ _ _ _ _ __ _ ___ _ _ ___ _ _ _ __ _ _ _ _ _ __ _ _ 2 6 
Ferrous plants_________________________________________ 5 2 2:39 ------------ ------------

3 93 ------------ ------------Nonf rrous plants______________________________________ 15 ______________________________ ------
Chemicals ________ -------------------------------- ---- 3~ 41 ------------ ------------

29 ------------ ------------

Mechanical engineering________________________________ 1 2 } 
Electrical engineering ____________________________________________ _ 
Shipbuilding___________________________ ________________ 3 

14M 

Power plants _ ___ _ ___ _ ____ _______ _ _____ ______ _______ 4 
Building materials ____________________________________ _ 

24 -------- -- ------------Unspecified ___________________________________________ _ 142 271 ;{22 ------------
Total ___ ________________________________________ _ 478 1. 152 I, \l!i2 

t Consolidated figure for mechanical and el('ctrical engineering. 
2 This is a consolidatPd figure of plants list d under aircraft and armam<:'nt under tht> old level of industry. 
a British computation gives a consolidated figurt> for ferrous and nonf rrous industries. 
4 No category break-down available. 
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~lr. MANSFIELD. Mr. Secretary, do I understand you correctly 
when I say that you estimate the cost of American occupation of our 
zone at roughly $1,000,000 a year? 

Secretary RoYALL. Well, no. I estimate that the occupation costs, 
exclusive of relief feeding, exclusive of any contribution under the 
European recovery program-! say it is hard to estimate-is about 
$450,000,000. The relief program is about $700,000,000. The 
European recovery program would involve a 12-month expenditure 
in Germany of approximately $250,000,000. 

1\lr. l\1ANSFIELD. Exclusive of the European recovery program, 
and taking in the cost of occupation and the relief program, it would 
be roughly $1,150,000,000? 

ecretary RoY ALL. Yes. 
1\lr. l\1ANSFIELD. Now, if there is no European recovery program, 

are we to assume that in the next 4-year period, which is the life of this 
plan, if it goes through, that it will cost you roughly $1,000,000,000 a 
year to take care of the occupation and the relief costs of Germany? 

ecretary RoYALL. We think that will gradually come down, but 
very gradually. 

l\fr. l\1ANSFIELD. I am saying a billion dollars a year. 
ecretary RoYALL. I do not know whether it will overreach that. 

l\lr. 11ANSFIELD. Then, it is safe to assume that $4,000,000,000 will 
go into Germany during the next 4 years? 

ecretary RoYALL. No, the European recovery program will bring 
a Inore rapid recovery. 

~Ir. 1\fANSFIELD. Without the European recovery program? 
ccretary RoYALL. I think that is a pretty good estimate. 

~Ir. 11ANSFIELD. The point is that under this $17,000,000,000 
propo al, the total is done away with, but no matter what the total is, 
you ay that $4,000,000,000 approximately ·would have to go into our 
o ·cupation costs from Germany, anyway, so that would knock down 
the total from, let us say, $15,000,000,000 down to $11,000,000,000 
for the rest of Europe? 

ecretary RoYALL. I do not think that is quite right. You see even 
if you have the Europ an recovery program, there will be some 
contribution to Germany, and, therefore, the duplication should be 
eli1ninated, and you cannot say that we would have to spend the four 
billion under that. In other words, under the recovery program, you 
would have to spend something. I have not figured it out. Without 
the rcc very program, on your figures, we would spend $4,000,000,000. 
Th aving is only part of the four billion. 

;\lr. JA vrTs. Will th gentleman yield to me? 
~lr. LoDGE. If I can go beyond 5 o'clock. 

hairman EATON. I hope you do not go beyond 5 o'clock. 
l\Ir. JAVITS. Would you include in the information you are going 

to give ~lr. Lodg an analysis of what it means to take these plants 
HIHl rebuild them in on of the countries getting reparations and the 
eeonon1ic effect of that as counterbalancing the conomic deduction 
fron1 G rmany? 

S <T 'tary RoYALL. I am not sure how accurate that would be. 
~Ir. JA vrTs. They arc not b ing destroyed, they arc b ing rebuilt. 

1hairman EATON. Do you want to go on beyond 5 o'clock? 
nlr. LoDGE. I am afraid my que tions will take long r than that. 

hainnan EATON. Then, I will have to ask Mr. Vorys to take the 
·hnir. I would lik to announce that we will meet tomorrow at 10 

GD082-48-26 
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o'lcock with Secretary Snyder and at 2 o'clock in the afternoon 10 
this room. 

Before I go, I \vant to thank the distinguished Secretary for a very, 
very competent and exhaustive statement. 

Secretary RoYALL. Thank you, 11r. Chairman. I want to thank 
the committee before you leave for their very intelligent and courteous 
treatment. 

Chairman EATON. We have a very intelligent committee and we are 
just anxious to find some way to lay a foundation for the toughest 
job that has ever faced us. 

Secretary RoYALL. It is a very tough job. 
Chairman EATON. 1\Ir. Vorys is the chairman now. 
Mr. LoDGE. 1\Ir. Secretary, to leave this question of di mantlino-, 

I heard a rumor that we have purchased some rather ob olete British 
planes and given them to the Greek Government under the Greco­
Turkish bill, whereas we had acres of 1945 undamaged planes lying 
wing to wing and nose to tail in Nuremburg and other places in the 
heads of which we had placed charges of dynamite and exploded them. 
I wonder if you would care to comment on that. 

Secretary RoYALL. I did not hear th rumor. I do know that 
shortly after the war, there was de truction of on1e plane , but I do 
not know much about it because I diu not have anything to Jo with 
it at that time. I know some planes wer destroyed. 

Mr. LoDGE. Would it be possible to get the information? 
~ecretary RoYALL. I can get you the information. 
('I'he information referred to is as follows:) 

Briti. h Spitfire aircraft are being purcha ed for the Government of Greece 
using American dollar appropriated by Congre '' for aiel to Greece. Informal 
information received from the R li delegation at Athens indicate that the total 
co t, delivered, for 20 Spitfire planes wtih acce ' ·orie · and 1-year "upply of ·par·· 
amount to $281,335. T egotiation with the Briti ' h for the purcha ·e of the air­
craft are being handled by the Department of the Army. At thi writing none of 
the aircraft have yet been delivered. 

The deci. ion to utilize Spitfires was ba ed on everal con ideration '. For one 
thing, the Greek Air Force already had Spitfire obtained from the llriti~h and the 
additional aircraft were to supplement tho ~e already in use. condly, th intro­
duction of a different type of aircraft into the Greek Air Force would complicat 
problems of supply, maintenance, and training. Thirdly, the British were willin r 

to sell pitfires plus a year's upply of maintenance part' for a fraction of t.h · 
original purchase price. The United ~tat ' could furni:h a comparable fighter 
(P-51) but only at a higher cost, and spare ' could not be furni ·h cl for the mo t 
part without procurement. 

vVith reference to the destruction of United tate "" plane' in G rmany, it i 
true that aircraft were destroyed by u e of demolition charg '. 

At the end of the war we had a va t quantity of aircraft ' Urplu' to fore cab! 
peacetime requirements and the maintenance or ~ torage of all of th :e ~urplu 
aircraft, a great number of which were B-17 bomb r ·, was nei thcr f ea, i ble nor 
desirable. 

The co t of. preparing aircraft for storage i' appreciabl , and ·to rag life i, uot 
indefinite. The number of aircraft which could b economically an 1 practically 
stored wa · carefully calculated on th~ basi of fores able requirement' and avail­
able funds, and only the newer and improved type ' were marked for tora•r . 
With certain exceptions, the type::; of aircraft d ' troy d wer, ob::ml sc 'rlt, and tor­
age of these could be accomplish d only at th xpcu,' of developm 'nt of improv ·d 
types. 

The surplu aircraft could nut be conomicall. r turned to the Unit ,d • tat · 
for di posal, n ith r fund' n r manpo\ver \\er' available at th ~ tim' for ordt•rly 
salvage, and it wa::s ssential that tn aircraft b' mad' unfit for u::; as combat 
aircraft. The only recourse was the action taken- 'Utfici nt demolition to r nd 'r 
them inoperable and unr ~pairable. 
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1•1r. LoDGE. As a matter of fact, I asked the Secretary of National 
Defense this question. He had no aides when he appeared before us, 
and I know that he has a lot of other things to think about. I was 
'·ondering if it wot1ld be possible to get son1e information on that. It 
does seem that it would be better to give the Greeks 1945 Arnerican 
planes instead of den1olishing then1 as in excess of current needs. 

Secretary RoYALL. I have never heard of any demolition of planes 
after the Greek program came along. I never heard that. I would 
be very surprised if any planes had been demolished since the Greek 
program. 

~Ir. LoDGE. If we could have the information on that I would 
appreciate it. 

Secretary RoYALL. I will not say it is not true. Of course, we 
demolished war equipment in a number of places immediately after 
the war. 

l\Irs. BoLTON. The ATC does not have any spare parts. 
Secretary RoYALL. These planes were not transport planes. They 

would not have clone any good on ATC spare parts. 
1\frs. BoLTON. Some of them were fighter planes. 
Secretary RoYALL. If we had kept all the fighter planes and all 

the bombing planes and all the other planes we had at the end of the 
war. we would have spent billions of doHars keeping them. 

1\Ir. LonGE. However, I think you will agree with me that we can 
be certain of two things: that push-button ·warfare is not here today, 
and, secondly, that it ·w·ill be with us some day, and since it is not 
with us today, we might keep some obsolete planes unt~l it is with us. 

Secretary RoYALL. I do not know, sir. I would say there is no 
doubt about the fact that the Army and the Air Force, and I imagine 
the Navy, I am sure the Navy, has had to abandon equipment for 
which they had neither the men nor the money even to guard. 

l\1r. LoDGE. Of course, the Navy has been able to mothball a lot 
of it. 

Sceretary RoYALL. I also know tl~at the hysterical demand for 
return of rneu fro1n overseas caused an enormot1s financial loss in the 
abandonment of ite1ns that should have been saved. 

l\Ir. LoDGE. That is right. 
l\Ir. Secretary, in your opinion even with the European recovery 

program, should we have an Air Force composed of less than 70 air 
groups? 

Secretary RoYALL. I have no opinion on that. I am not qualified 
to give you an answer. 

1Ir. LoDGE. I would be glad if I could have an answer on that. 
Secretary RoYALL. I do not know that I can become qualified to 

give you an answer on that. It is not in my scope of duties, and I 
thin:k: the answer should probably come from someone else. 

l\lr. LoDGE. All right, sir. 
Tow, 1\!Ir. Baruch is reported in the papers to have testified that 

it would be a good idea to have some military alliances with all the 
1 G participating nations. How do you feel about that, 1\Ir. Secretary? 

St•crctary RoYALL. Well, I have not given any consideration to it 
nnd I have not read l\1r. Baruch's statement. I believe in the UN. 

1'lr. LoDGE. But this program is not being done through the UN. 
This program is not being implemented through Lhe UN. 
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Secretary RoYALL. I would not want to take any step that is 
inconsistent with either the theory or announced principles of the UN. 

Mr. LoDGE. May I suggest, that under article 51, it would not be 
inconsistent. 

Secretary RoYALL. It could and could not. It depends on what 
it does and what the scope of the alliance is. I am not an authority 
on the UN, but I am sure that the purposes and the extent of the . 
alliance and what it involves in obligation is a consideration of that. 
I did not mean to say that some form of alliance could not be had. 

Mr. LoDGE. I will put the question differently. I assume-and I 
realize I am treading on delicate ground here, and I shall quite under­
stand if you refuse to answer-but there is no question that the military 
establishments of the several countries constitute a burden 011. these 
countries, a necessary burden; but a burden. Now, to the same extent 
that a quasi economic federation will diminish the economic burdens, 
to the same extent, it seems to me, a sort of military alliance would 
diminish the military burden and thereby diminish the necessities of 
these countries under their military programs. In other words, if you 
were to look at the map of western Europe, strategically, and I take it 
that you agree with me that this measure is at least to a considerable 
extent a strategical measure, you would be bound to consider the di -
position of forces over that part of the world, and if you considered it 
as an entity rather than as a conglomeration of nations, it might result 
not only in a much more strategical disposition of these forces, but in 
considerable savings to the American taxpayer. Would you care to 
comment on that approach to the problem? 

Secreta.ry RoYALL. I do not believe I would, largely because of 
the fact that the question of alliances and agreements with oth r 
nations is primarily the scope of the State Department, and I, of 
course, realize that the military aspects are considerations. Th re 
are so many other considerations that I believe it would b unwi c 
for 1ne to discuss it. 

Mr. LoDGE. I quite understand that. However, I would like to 
get your assurance that your Department is doing a lot of heavy 
thinking on that problem. 

Secretary RoYALL. Well, we have considered every po ibh' n1ili­
tary aspect of it, I thjnk. 

Mr. LoDGE. Would you care to comment on thi , Mr. ecrettu·. r: 
It is my understanding-and I gained this un l r tanding frotn con­
versations with the highest military authorities in Franc and Italy­
that there is absolutely no liaison at all, at thi time, b tw 'U th' 
French and I tali an armed forces. 

Does that seem to you to be realistic, or docs that seem to you to 
be proper at this particular juncture in human affair ? 

Secretary RoYALL. Well, I do not know enough about th fa t. on 
that. I do not believe I know nough about th fact and · n id<'rn­
tions-to comment on that. 

I have se n some it m in the pr ab ut it, but I do n t car' to 
comm nt. If I get into th cliscu sion of alliance and agr ments nnd 
covenants and tr a ties, not only in which w . are involved but in whi ·h 
other nations are involved, I am way beyond my juri di ·tion, nnd 
you know the poor old d fen fore ar a cu cd of trying t run the 
country. I do not want to add any additi nal vid nee. 

11r. LoDGE. May I say as to that, 11r. e rctary, thnt I an1 in th 
position of having to consid r tho e matt 'r b(' ttu c, in oftu a t.h 
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ERP is a strategical measure, it is but one aspect of strategy, as 
doubtless you realize. We have other aspects. At the moment we 
have the interim-aid bill. We have the cultural and information 
program and we have the disposition of forces as they may affect our 
position throughout the \Vorld. 

Therefore, naturally, in thinking of this as a strategical measure I 
think of it as a component part of the larger picture and not simply 
as piece-meal legislation. Accordingly I am attempting to document 
myself as much as possible on the full picture and the full implications 
of the picture. 

Secretary RoYALL. It is not military strategy but a strategy in the 
broader ense, I am sure. That involves a lot of things, in which the 
n1ilitary certainly cannot speak alone, and probably should not prej­
udice any other department by their discussion. 

1\fr. LoDGE. It is my belief, Mr. Secretary, that the immediate 
threat is not war but internal force, particularly in France and Italy. 
I believe that the anti-American and anti-freedom campaign by the 
Communists has gone out of the realm of attempts to capture govern­
nlents by constitutional means and into the second stage, which is 
the attempt to capture them by internal force-the third stage being 
"~ar. 

Do you believe that the ERP, if it is passed, as General Marshall 
requested it, promptly, adequately and effectively and cooperatively, 
will be sufficient to protect the governments of France and Italy 
from seizure by internal force? 

Secretary RoYALL. From the information that I have, which involves 
statements of General Marshall and others, I am inclined to think 
that that is the more probable result. I do not think any one can 
ay dogmatically or with certainty exactly what the ERP will produce. 

I think all we can do is to give our best judgment, 'vith the full 
realization that no one can really know completely. 

It is the same thing with the UN. It is the same thing, to some 
extent, with the defense establishment. Absolute security is a non­
existent thing, with certainty. A combination of absolute security 
and certainty is not existent. Everything is dependent upon so 
many imponderables and uncertainties in the future that we cannot 
tell. But my best judgment is that, first, the only real chance of 
preventing just what you say is a danger-and which may w·ell be a 
danger- is to rehabilitate the economic life of the European countries. 

1Iy second point is that my best judgment is that it will have tha.t 
efl'ect. 

1Ir. LoDGE. Well, J\1r. Secretary, insofar as it militates againRt 
that danger, it is because it diminishes the popularity of communism 
by alleviating starvation and misery; is that not right? 

1 ecretary RoYALL. I do not think you can put it solely on popu­
larity. It also would tend to decrease starvation, disease, and un­
r · t , di couragement, which are the breeding grounds for any radical 
change of thought. I do not think the term "popularity" is quite 
inclu ivc. 

lr. LoDGE. Let us say that it would tend, in mitigating those 
circum tances, to diminish the spread of the disease of communism 
among the p ople. 

Secretary RoYALL. I think it would; yes. 
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Mr. LoDGE. \Vell, I 'vould like to point out to you, there, that in 
Poland there are only 3 percent Communi ts. There are 30 percent 
in France. There are fewer Communists in the eastern European 
countries behind the "iron curtain" than there are, perc ntagewi e 
in the western European countries outside the "iron curtain." And 
from that I 'vould deduce that combating the spread of the di ra c i 
not enough because of the Communists' resort to internal force when 
constitutional means do not succeed. 

Now, my question-and I would like to put it to you again-is: 
Is there anything in the administration's thinking about thP problem 
of making the fractional effort that would be required to assist these 
'vestern European countries to meet the threat of internal force until 
the European recovery program can so bolstPr and strengthen the 
governments that they no longer need any assistance to me t that 
threat? 

Secretary RoYALL. I do not know exactly 'vhat you have in mind. 
I am sure that we are lending encouragement to the constituted 
authorities of these countries, and the mo t encouragement that we 
can render, it seems to me, is the holding out, at least, of the hopo that 
we may assist their economic condition. 

Mr. LoDGE. I have in mind, Mr. Secretary, attempts by viol nee 
to seize the Government of Italy before this can take hold. 

Secretary RoYALL. Yes. 
Mr. LoDGE. I spent some 3 weeks there this fall, and the Communi t 

forces in Italy are very \vell armed and very strong. Now, that i a 
very difficult \veapon for us to cope \Vith because we are a legally 
minded people. But surely we must recognize, as realistic people, 
that there are attempts, and th r are likely to be further attcrnpt , to 
capture these legally constituted gov rnments by .-tra-legal means. 

Secretary RoYALL. I certainly would not dismiss that a a po si­
bility-that that attempt will be made. But I do not know how; I do 
not know enough to know how. You have been there 1nore recently 
than I have, Mr. Lodge, and your judgment on it should be very good. 

I do not know how r al the danger is of an internal coup by force 
in those countries. I know it is certainly a possibility. 

Mr. LoDGE. In Italy it is the most dangerou , and I was an.·ious 
to receive assurance that that danger \Va recognized in th) high 
places in the administration and that sornething wa b ing don' to 
assist these countries to meet that clano-er. 

Surely if the ERP program has significance \Ve must .. ·amin all t.lt 
strategical elements that are involved in its ucce s. 

Secretary RoYALL. I am sure that all the d fense departn1 nts are 
constantlv alert to the internal as well as the e.·ternal condition and 
all the countries of the world, as far as they can get that information. 

Mr. LoDGE. Thank you very much, 11r. ecretary. 
Mr. VoRY&. The committee will stand adjourned until 10 o'clock 

tomorrow morning. 
(Whereupon, at 5:15 p. m., the committ e adjourn d to 10 a. m., 

Wedn sday, January 21, 1948.) 
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WEDNESDAY, JANUARY 21, 1948 

HousE OF REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRs, 

vVashington, D. 0. 
The committee met, pursuant to adjournment, the Honorable 

Charles A. Eaton (chairman) presiding. 
Chairman EATON. The committee will be in order. 
We have with us this morning the Secretary of the Treasury, Mr. 

Snyder. 
11r. Secretary, we are glad to have you with us this morning, and 

we will be glad to have you proceed in your own way. 
Secretary SNYDER. Mr. Chairman, it is a pleasure for me to be 

before your committee. 
I have a prepared statement which I would like to read first. 
Chairman EATON. Very well. You may proceed in your own way. 

STATEMENT OF HON. JOHN W. SNYDER, SECRETARY OF THE 
TREASURY 

Secretary SNYDER. The President, in his message to the Congress, 
recommended that 6.8 billion dollars be appropriated to finance the 
European recovery program for the 15-month period ending June 30, 
1949. 

The National Advisory Council on International Monetary and 
Financial Problems has carefully considered all the financial aspects 
of t.h e program. 

The following statement, which was approved by the Council for 
submission to the committees of the Congress, summarizes the con­
clusions reached by the Council on the principal financial aspects of 
th c program. 

First, as to the over-all figure recommended by the President to be 
appropriated for the first 15 months, the Council has carefully re­
\ icwed the procedures which have been used by the interdepartmental 
connnittees of exports in arriving at this figure. 

These procedures involved a critical examination of European needs 
nncl of ava.ilabilities in the United States a.nd in other major supplying 
orcas, and careful estimates of European dollar income and resources. 
The National Advisory Council believes that this approach is sound 
and hns concluded that the recommended amount is needed to achieve 
t.hc objectives of the program. 

The first matter of detail ·which I w·ish to take up is the question of 
the form in which aid should be extended to Europe. This assistance 
should be provided as a combination of grants-in-aid and loans. 

405 
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The criterion for selecting one or the other form should be the 
capacity of the participating countries to earn, in the years to come, 
the dollars which would be needed to pay interPst and principal. 

We must keep in mind that these countries have already incurred 
an obligation for large annual payments of interest and amortization 
arising from the dollar loans extended to them over a period of year 
by the United States Government or the United tates private capital 
market. 

We should take care not to insist that these countries contract ad­
ditional dollar debts which will absorb so much of their dollar earn­
ings as to operate to the disadvantage of future trade and private 
investment. 

If the entire aid for European countries wer to be on a loan ba i , 
it would be practically impossible for them to meet the additional 
annual charges from their earnings of dollars, even after trade and 
investment return to normal. 

The proportion of total aid which can prudently be provided on a 
loan basis must depend on the estimate of the borrowing country's 
capacity to repay in dollars and also on the degree of flexibility which 
can be introduced into the terms of repaym nt. 

The International Bank may be expected to finance part of the 
capital requirements of the European countries, particularly where 
they require the financing of permanent additions to their equipment. 

It does not seem likely, however, that the bank will be able to carry 
the whole, or even the major, part of the program, which properly 
ought to be put on a loan basis. 

We propose, therefore, that when the Administrator for Economic 
Cooperation decides, after consulting the National Advisory Council. 
that it is desirable to extend aid on a credit basi , he will allocate the 
funds to the Export-Jmport Bank of vVashington, which will th n 
make the loan as directed and on terms pecifi cl by th Admini tra­
tor in consultation with the National Advisory Council. 

This procedure will enable the Administrator to draw upon the 
broad experience of the Export-Import Bank in the making of forricrn 
loans. 

Incidentally, this is one example of th manner in which theN ationnl 
Advisory Council would perform its customary rol of coordination 
of United States foreign financial policy. 

I shall be glad to describe this rol in greater d tail if th mCinber 
of the committee wish me to do so. 

It is also important that the American bu iness enterprise be given 
opportunity to participate in the recovery program by making new 
investments abroad, or by expanding existing facilities where t.hc 
program calls for additional capital equipm nt. 

In this way, they will contribute to the restoration of Europe, while 
at the same time they will be carrying out their own prograrn for 
expansion abroad. 

But we must recognize that new inve tmcnt would b rnade at a 
time of great uncertainty and that inve tor may anticipate encounter­
ing difficulty in converting their earnings or th ir original principnl 
into dollars. 

To facilitate private investm nt, th rcfor , it will probably b 
necessary for the Government to guarant e the conv rtibility into 
dollars of local currency earn d by th inve tmrnt or available for th 
repatriation of the original in vcstn1 nt. 
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"\Vhile we may expect that the participating countries will try to 
make dollars available, it is possible that they will not have adequate 
dollars to permit con version. 

The Economic Cooperation Administration should not be expected 
to guarantee American companies making these investments against 
normal risks but merely to give them a transfer guaranty. 

We propose that not more than 5 percent of the funds appropriated 
by Congress for the program should be obligated for these guaranties 
and that the guaranties themselves should not exceed the amount of 
the original investment and should not be extended more than 10 
years from the termination of the 4-year program. 

Son1e people have argued that the participating countries should 
pay for part of the program by using up their gold and dollar assets 
in the United States and by liquidating the American investments 
of their own citizens. 

I need not labor the point that the European countries must have 
son1e go-ld and dollar reserves to finance their international trade if 
they are to return to normal operations after 1952. 

It should be kept in mind that the European recovery program is 
not intended to cover the entire import requirements of these countries. 

It would be folly on our part to force the European countries to use 
up their gold and dollar balances to a point where they would not have 
adequate funds to operate· smoothly through ordinary commercial 
and financial channels. 

By insisting that the participating countries exhaust their gold and 
dollar balances, we would merely add further instability to their 
monetary systems. 

As a matter of fact, all of the participating countries except Switzer­
land, Turkey, and Portugal have already reduced their dollar balances 
to, or below, the amount which would normally be regarded as safe. 

When we turn to the possibility of liquidating European invest­
nlents in the United States, we must also look at the problem in terms 
of its long-run consequences. 

These investments annually earn a dollar income, which will be 
used to cover part of the cost of the program and which be used in 
the future to meet part of the cost of imports after the program ends. 

Without these investments, the balance-of-payments situation of 
the participating countries will be worse in the future. I doubt very 
much that it would be wise policy for the United States''. to require 
European countries as a general rule to liquidate the property owned 
in the United States by their nationals as a condition for receiving aid 
from this Government. 

Ev n if these countries could liquidate all of the property owned 
by their citizens in the United States, they could not pay for more 
than a small part of the program. 

We estimate that as of last June 30 the long-term dollar assets held 
by persons in the participating countries amounted to about 4.9 
billion dollars. 

Of this amount 1.5 billion dollars consisted of direct investments, 
and a consid rable part of the remainder also consists of holdings which 
would be difficult to liquidate. 

Some of these assets are already pledged for loans, while for many 
of the countries involved the amounts held here are negligible. 

orne of the governments, however, will decide to liquidate some or 
all of their holdings so as to pay for imports. . 
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In practice, this may be an alternative to borrowing from the 
United States. 

We certainly will not object to the governments using these funds. 
The question of policy for us to decide is the extent to which we can 
help these countries in obtaining control of the e assets. 

In the case of unblocked as ets, the only way the European gov­
ernments can get control of them under present circumstances is 
through the compliance of their citizens with local laws. 

In fact, a considerable portion of the assets formerly blocked in the 
United States has been unfrozen as a result of such action. While 
we do not have exact data on unblocked assets, we believe the amount 
is comparatively small. 

A large part of the blocked assets are still blocked becau e their 
owners have not obtained from their own governments a certification 
that there is no enemy interest in their assets, which is required by the 
United States Treasury before the assets are unblocked. 

The National Advisory Council and the executive departments 
concerned with this matter are giving very careful study to this 
problem. We hope to reach a final view as to the most sati factory 
solution of this problem very shortly. 

It will not be possible to obtain all the goods n ded forth recov ry 
program in the United States, nor would it be desirable to attempt 
to do so. 

Some commodities are in short supply here, and purchasing abroad 
would leave more available for our own population and would in 
many instances reduce the net cost of the program. The needed 
amounts of food cannot be obtained in the Unit d States. 

A large percentage of the requirements of grain, fats and oils, meat, 
and other agricultural products can be procured only in other countries 
of the Western Hemisphere. 

In this manner we can make it possible for countries in th Vole tern 
Hemisphere to supply larg r amounts of foods and materials to Europe 
and ,at the same time maintain essential imports from the United 
States. 

It is the opinion, therefore, of the National Advisory Council that 
the Economic Cooperation Administrator should be authorizPd to 
expend funds for the procur ment of supplies forth ' rccov ry progrum 
outside of the United States. 

This would relieve pre sure upon goods and s rvi es in hort upply 
in the Unit d States and would in som in tancc have further efl'r ·t 
of assisting third countries in maintaining needed. imports frotn the 
United States. 

vV definitely would not permit the u e of dollars to buy good 
abroad where the supplies available in the Unit d. tat at rca onable 
prices are ad quate for our n eels as \vell as for th r q.uir •m •nt of 
foreign countries. 

In any case, all purchases would be mad a cording to an ngn•r.d 
program, and the a<lrnini tering agen y would control th' u ' of thP 
funds appropriated by Congre . 

In addition to purchases in th Western H mi phcr , thcr' are 
special instances wher it may be in our int r st to procure ccrtnin 
essential products in one participating country ford livery to anoth ·r, 
making payment in dollar . 

For exampl , we might buy steel or coal in on participating country 
for delivery to another. The dollar which ar rcceiv d would then 
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be useJ by the supplying country to pay for imports from the United 
tates, thus reducing the need for dir ct expenditures by the United 

States for aid to the supplying country. 
If the recovery program is to be successful, adequate n1easures for 

monetary stabilization must be taken promptly and with vigor by the 
European countri s. 

At the Paris meeting the 16 participating countries undertook-
to apply any nece ... ary measures leading to the rapid achievement of internal 
financial, monetary, and economic stability while maintaining in each country a 
high level of employment. 

They have recognized that recovery is not possible as long as in­
flation continues and unless production is increased. 

The measures which should be taken must vary somewhat from 
country to country, but the general outline is clear. 

Budgets should be brought into balance rapidly, so that the neces­
sary expenses of government can be met without increasing the public 
debt and without increasing direct inflationary pressures. 

In most countries modifications in tax structures and control of 
lxpenditures will be needed. As determined steps are taken, the 
tr nd tow·ard budgetary balances, increased production, and steadying 
prices "\vill all interact upon one another to facilitate stabilization. 

The Administration proposes that each country receiving aid from 
th United States shall enter into a separate agreement with this 
Government which will cover the terms on which aid will be given. 

The European signatories will undertake to adopt the financial and 
monetary measures which are necessary to stabilize their currencies 
and to maintain and establish proper rates of exchange. These 
ao-reements will also cover such matters as cooperation with other 
ountries, the proper use of the goods supplied, and the establishment 

of a separate account for the local currency equivalent to the aid 
supplied in the form of grants. 

1Ioreover, each country would agree to supply the United States 
ov rnment with full information about any pertinent aspect of the 

recovery program and to giv a report on the program to its own 
p ople, on the basis of th information which the cooperating countries 
will giv us, and nL o fron1 the report of our own rnis::;ion in the e 
«'Ollll triP , wr r (. 1 J be informed about the situatior , and so oe in a posi­
tion to eli cu ,., \vith the country th m asur s which it has taken, or 
ou~ht to take, to corJtribute to the recovery of Europe and its own 
tnbility. 

'V e have a dir ct interest in assuring that the aid we provide to 
Europ makes a maxirnum contribution to the reduction of inflation­
ary pressures and the restoration of stability. 

To thi (•nd we propose that ach participating country will deposit 
in a sp cial account the local curT ncy equival nt to an agreed rate 
of P.-chang , to the dollar c t to this Government of th l good sup­
plied through grants-in-aid. 

Thes' accounts should b drawn upon only for constructive, 
tahilizing purposes. In many in tances it will probably b best 
•ither to let the accounts remain idle or to authorize the use of this 
lo ·nl ·urTency to effe t a net reduction in the government's d bt. 

The e accounts, of cours , will be available to financ some of our 
a<hninistru.tive expenses in conn ction with this program. 
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There may be instances in which they might also be used for recon­
struction or development, or other purposes which would contribute 
to the increase of production in the country. In the view of the 
National Advisory Council, such expenditures should be undertaken 
only in agreement with this Government. 

I wish to make it clear that the National Advisory Council, in 
considering the financial measures which the European countries 
should take, had very much in mind the necessity of preserving the 
spirit of free and friendly cooperation between this Government and 
the European governments. 

I am sure this country does not wish to dictate to these friendly 
countries either the particular measures they should take, or the 
exact manner in which they should be taken. 

The adjustment of some exchange rates may be expected in the 
course of European recovery. 

Inflation in Europe in certain instances has given rise to exchange 
rates which result in an overvaluation of the currencies in relation to 
the dollar. 

This state of affairs has tended to hinder the exports of such coun­
tries and, at the same time, to make imports relatively cheap in terms 
of local currency. 

In some cases countries have resorted to export subsidies, by mean 
of special exchange rates, or have used other measures in conflict 
with our own long-range international economic program. 

The determination of an appropriate exchange rate is a very complex 
matter, involving the widest range considerations relating to price , 
costs, and balances of payments. 

The difficulties in settling exchange rates under present condition 
are such that, although the rates of some of the participating countrie 
will certainly have to be adjusted, the timing of these adju tment 
will vary from country to country. 

Accordingly it would not be good policy for u to in i t upon an 
across-the-board modification of exchange rate before we extend aid. 

The revision of rates of individual countries should instead b 
considered as a part of a developing program of internal and external 
stabilization in conjunction with United Stat s assi tancc. 

To ensure that these revisions will be undertaken where n c s. ary, 
the recipient countries will be ask d to agree that when, in th' opinion 
of the United States Government, their exchang rates are in1posing 
an unjustifiable burden on th ir balances of paym nt , th y will 
consult with the International Mon tary Fund about r vi ion. 

Countries which are not members of the fund would be cxpc ted 
to consult directly with the United States Government. The ationnl 
Advisory Council is making continual studies of the e.~change nttc' 
problem and is the agency directed by Congre to ordinate policy 
in this rna tter. 

After progress has been made toward internal stabilization in U1 
European countries by balancing budg ts, increa ing production, and 
expanding trade, the time will arrive when it may b approprint' to 
make stabilization loans which would giv great r a uranc to th 
people of the participating countries that the stabilization will be 
permanent. 

There is greater confidence in the stability of mon y if th r i gold 
or dollars in the hands of the central bank. 
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At the appropriate point in the program it would be well worth 
\rhile to give countries this additional assurance by extending a loan 
to provide monetary reserves. 

If the loan is given prematurely, the reserves might be dissipated 
through balance-of-payments deficits. 

A stabilization loan to be effective should come when there is reason­
able assuTance that the internal situation of the country concerned is 
satisfactory, and that it will be able to maintain its exchange rate at a 
stable level for a considerable period of time. 

It is not likely that this situation will be reached immediately, but 
it is possible that in the course of 1948, and probably in 1949, some 
countries will be in a position to use stabilization loans effectively. 

At the appropriate time Congress may then be requested to appro­
priate additional funds to be used by the United States Stabilization 
Fund to make these loans. 

Finally, I should like to make a brief comment concerning the 
financing of the program. It would serve no good purpose to ask the 
European countries to put their own houses in order if w·e, ourselves, 
adopted methods which might accentuate inflation in the United 
States or upset our own economic stability. 

It is my firm opinion that we should finance the European recovery 
program within a balanced budget. I am confident that, so long as 
,,.e pursue a sound fiscal policy, we shall be able to cover the cost of 
the European recovery program out of current revenues. 

Chairman EATON. Thank you, lVIr. Secretary. 
\\T e appreciate your very informative statement, and the last state­

ment you made raises a question 'vhich I have in mind, as to the impact 
of this program upon our own economy. 

You indicate that in addition to all that is proposed under this 
Ineasure, there would be further loans made. How is the Treasury? 
Does it have a bottom to it? 

ecretary SNYDER. Those loans would be purely stabilization loans 
uch as we have made, Mr. Chairman, from time to time in the past. 

It was provided a few years ago that we should have a stabilization 
fund to help stabilize the relationship between United States and 
foreign currencies. 

That fund is of such nature that the money comes back. It is 
really a revolving fund, so that when a country has a temporary im­
balance, in its balance-of-payments situation, they can borrow some 
mon y for their reserve and as soon as the imbalance is made up it is 
paid back. 

tabilization is a question that would come up. I just mentioned 
that here because I thought it was important and that it should be 
o-ivcn consideration. 

It is part of the consideration that we have to give to the matter of 
getting the European countries stabilized. 

Chairman EATON. As the financial ag nt of the Government is it 
your view that this great expenditure will not have a serious reaction 
upon our own economy, and possibly dislocate it? 

ecr tary SNYDER. From the studies that hav b en made by the 
various groups, we have be n pretty well assured that we can do it 
without any serious impact on this country. 

Th ~ expenditure would certainly be nothing comparable to what 
might happen to it if we did not n1ake the effort. 
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Chairman EA·TON. It ·would have an effec upon prices here? 
Secretary SNYDER. It could have. I do not thillk that it should 

necessarily have such an effect, and that is \'.~hy the provision is sug­
gested for off-shore purposes, so as to keep in mind, if \Ve get short 
supply articles, and purchases here might force prices up, that we 
might look for those articles in other countries. 

Chairman E_ TON. Now, ·we have a great problem of how to handle 
this tremendous transaction; its organization, and so forth. 

"ny can we not turn it over to the Secretary of the Treasury to 
handle? 

Secretary SNYDER. Well, I appreciate that suggestion. 
Chairman EATON. Are you responsive to that suggestion? 
Secretary SNYDER. I think the suggestion made in the proposal is 

workable, Mr. Chairman. The crux of the whole program is the 
administrator. We must get able men to handle this program. "\Ve 
have studied the proposed organization very carefully, and we believe 
it is workable under the direction of an able administrator. 

Chairman EA'l'ON. Of course, the general impression among us 
ordinary citizens is that the Treasury Department handles the fund 
of our country, ·which \Ve supply, and that it is the most competent 
to do so of any section of the Government, including the State Depart­
ment and others. 

But you decline to accept that job, do you? 
Secretary SNYDER. Well, 11r. Chairman, I think that this is so tied 

in with our foreign policy that we must have the administrator work­
ing very closely with the State Department. We could get off into 
some pretty difficult areas if we started out with two different Cabinet 
members operating in the foreign policy field. 

Chairman EATON. They might not agree? 
Secretary SNYDER. They might reach times when they woulJ not 

agree on certain matters; while I am quite sure that Gencral11ar hall 
and I would always agree, there might come a time when a disagree­
ment might arise, and we could not risk the development of two 
separate foreign policies. 

We must have one foreign policy, with the financial aspect and th · 
political aspect working hand in hand. 

Chairman EATON. All I had in mi:ncl wa the question that our 
foreign policy, present and future, will have at the rna thcad, n dollnr 
mark, is that not right? 

Secretary SNYDER. For a while, it will definitdy hn.v' t he<'Hll l' 

we arc certainly going to be extendinO' aid to these c untri~ whi ·h 
is dollar-wise aiel. · ' 

Chairman E ATON. Thank you. 
11r. Jarman. 
11r. J ARMA.N. Mr. Secretary, speaking of th ' possibility of di ugrc -

~ent of Cabinet offi~ers and of two foreign policies w' tri •d thnt, 
did we not? We tned two foreign poli ie , or two f n•ign polieie 
were att mpted about 18 months ago, aud that did n t worl· so Vl'I'Y 
well, did it? 

Sec.retary SNYDER. wen, I think we n eel on for ign policy, Ir. 
Congressman. 

Mr. JARMAN. I am thoroughly in agrc~rn nt with you, 1 r. SP Te­
tary. Perhaps I should know thi , but refrc h n1y n1ernory ~·1r. 
Secretary, as to this National Ad vi ory Council. · ' 
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Secretary s~YDER. The National Ad vi ory Council is composed of 
the ecr tury of the Treasury as Chairman, and has as its members 
the Secretary of Commerce, the S cr tary of State, the Chairman of 
the Export-Import Bank, and the Chairman of the Board of Governors 
of the Federal Reserve ystem. 

Any Go\ernment financing, foreign financing, is channeled through 
that council, and it is that council which instructs our director on the 
International ~Jonetary Fund and our director on the International 
Bt nk, as to hi policy. It is detern1ined within this council and they 
are in tructed as to the positions to be taken in matters coming before 
tho e t".,.o international financial institutions. 

It also forms the general lending policy of the Export-Import Bank. 
Chairman EATON. "\Vill the gentleman yield? 
_,_fr. JARMAN. Yes, ir. 
Chairman EATON. If we effectuate this legislation, ·would that 

"ational Advisory Council still have authority over the Adminis­
tru.tor. 

crctary SNYDER. It is provided that th~ Administrator would 
perforn1 all of his policies in con ultation with the ational Advisory 

un il ju t as the Export-Import Bank does. Through that council 
w arc able to avoid duplication of effort and to measure what is 
done in one field as it affects another field and our operation have 
been Y rv effective to date. 

~Ir. J.~RMAN. The National Advi~ory Council is entirely separate, 
i it not, from the Harriman committee? 

. •cretary NYDER. Entirely. 
_,_ Ir. JAR IAN. I imagine it cooperated with it, perhaps, but it is a 

•pn.rat organization. 
ecr tary SNYDER. Y s, 11r. Harriman is a member of this council, 

but the Harriman committee \vas an entirely different organization, 
out ide of the scope of the National Advisory Council, although we 
did con ult with them from tim to time and car fully read their 
report, ,, ... h n it was made. 

Ir. JARMAN. 11r. Secretary, you spoke--
rcr tary NYDER. You kn ".,.' 1Ir. Congressman, that the National 

dvi rv Council is siablishctl bv tatut . 
J. fr. jARMAN. That is the rca on I said I should know about it. 

crctary SNYDER. That is all right. You deal with a great many 
problem , and I \Vas glad to refr h your m mory. 

~lr. JARMAN. You spoke of tho dollar loans extended to th se 
otht>r ·ountrics ov r a period of years by the United Stat s Gov rn­
nwnt or the private capital market. 

Do you bavo any rough stimato of tho amount of those loans 
out tanding? 

• ·crctary N"YDER. W c can supply that for you. I do not think 
W<' have the :figur offhand. You would like to know how many 
Unit 'U tat Government loans arc outstanding in these 16 countri s, 
and how many privat loans? 

11r. JAHMAN. Ye . 
e T tary NYDER. W \viii upply that for you. 

11r. JARMAN. I \Vould appro iaio that, Mr. crotary. 

/ 
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(The information referred to is as follo·ws:) 

Outstanding indebtedness of ERP countries to U. S. Government and unutilized 
balances of United States loan and credit commitments as of Sept. 30, 1947 1 

Countries 2 

[Millions of dollars] 

Amount dis­
bursed (out­
standing)3 

Unutilized 
balance a Total 3 

Unpaid prin· 
cipal of World 
War I debt • 

Austria________ ________________________________ 2. 3 21. 1 23. 4 _____________ _ 
Belgium__________________ _____________________ 145.5 ______________ 145.5 400.7 
Denmark________________ ______________________ 15. 2 14. 8 30. 0 _____________ _ 
~ire ____________________________________________ -------------- -------------- -------------- ----- ----·---
France________________ _______ _____________ _____ 1,692.6 211.0 1,903.6 3, fl3.7 
<Jreece _____ _____________ _______________________ 86.7 32.0 118.7 31.5 
<Jermany _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 36. 7 27. 0 63. 7 o 749. 5 
Iceland ____________________________________________________________________ . ___ _ __ _ _ _ _ _ _ _ __ __ _ __ _ __ _ _ 
Italy________ _________ ________ _________________ _ 238.9 102.6 341.5 2,004.9 
Luxemburg________________________________ ____ _ _ _ __ __ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ ____________ _ 
Netherlands____________________________________ 327.5 173. 0 500.5 --------------
Norway________________________________________ 19. 3 59. 79. 1 _____________ _ 
PortugaL___ ___________________________________ (6) _ _ __ _ __ _ _ _ _ _ _ _ (6) _____________ _ 
Sweden ______ --------------------------------- ______________ -------------- ______________ --------------
Switzerland. ________________________________________________________________________________ ----- ___ . __ 
Turkey_ ______________________ _________________ 8. 34. 7 43. 5 
United Kingdom_______________________________ 4, 184. 7 435.0 4, 619.7 

TotaL_______ __________________________ __ 6, 758. 2 1, 111. 0 I 7, 869. 2 

-------4:3ns:o 
11, 418. 3 

I ~xclusive of cash advances on procurement programs, which are predominantly short-term. All 
figures with the exception of those for the ~xport-Import Bank and World War I debts begin with July 1, 
1940. The ~xport-Import Bank figures begin with Feb. 12, 1934. Loans represent cash loans to foreign 
governments and private entities in foreign countries which result in a debtor-creditor relationship. Credit 
commitments represent property credits extended in connection with the disposal of surplus property, 
ships, or other property; the sale or disposition of or the settlement for lend-lease articles and services; the 
settlement for civilian supplies and relief and rehabilitation items; and commodity credits resulting from 
commodity advances by the U. S. <Jovernment to the military governments for <Jermany and Japan. 

2 Includes dependent areas of Belgium, France, Netherlands, Portugal, and United Kingdom. 
3 Foreign transactions of U. S. <Jovernment, as of Sept. 30, 1947, U. S. Department of Commerce, Clearing 

Office for Foreign Transactions, Jan. 20, 1948, table 1, pp. 6 and 7. 
4 As of Ju~iY 1, 1917, excluding interest. Source: Table 7, p. 4 and table 10, p. 15, of Foreign Assets and 

Liabilities of the United States and Its Balance of International Transactions, a report to the 'enutc Com­
mittee on Finance by the National Advisory Council. 

6 Includes $26 million Austrian indebtedness and $723.5 million for U. S. Army costs and mixecl claims 
arising out of World War I and covering the indebtedness of <Jermany to the nited States and its nationals. 

6 $35,481. 

Estimated private United States loans to specified foreign governments outstanding 
as of June 30, 1947 
[In millions of dollars] 

Dollar bonds 1 

National, 
municipal, 

and provin-
cial 

<Jovernment­
guarantied 

Bank loans 2 Totnl 

Austria. ___________________ --- ____________ ----- 2. 0 0. 4 ___ •••• ___ ---- 2. 4 
Belgium _______________________________________ 4. 2 -------------- -------------- 4.2 
Denmark._------------------------ ------------ 25. 5 . 6 -------------- 26.1 
~ire____________________________________________ .3 -------------- -------------- .3 
France------------------------------------~--- .4 -------------- -------------- .4 ()e,rmany _ _ _ _ _ _ _ __ _ _ ___ ___ _ __ _ _ _ __ _ _ __ _ __ _ _ _ _ _ _ 64. 7 22. 5 ____ __ __ ___ ___ 7. 2 
<Jreece _____________________________________ --- _ 6. 1 _ __ _ _ _ __ _ _ _ _ _ __ _ ___ _ _ __ _ ___ 6.1 
Iceland ____ _____ _ , __________________________________________________________ ------- _______ --------------

ItalY------------------- ---- -------------------- 16.3 .6 -------------- 16.9 
Luxemburg ____________________________________ --------------------------------------- --------- __ _ 
Netherlands_________________ ______ _____________ 12.0 -------------- 3 50 07.0 
Norway __________________________ ._____________ 17. 3 . 3 416. 0 3:3.6 
PortugaL ___________________________________________________________________ ----- _ ------- --------------

Swederrt ----------------------------- ---------- -------------- -------------- -------------- --------------Switz-erland _______________________________________________________________________________ ------------ -

Turkey __ --------------------- ----------------- -------------- -------------- -------------- --------------
United Kingdom _______________________________ -------------- -------------- -------------- --------------

TotaL___________________________________ 148. 8 24. 4 101. 0 274.2 

1 Par value. 
2 Not including loans guaranteed by the ~xport-Import Bank. 
3 Approximate net disbursements by commercial banks participating in an ~xport-Import Bank $200,· 

000,000 loan, but not at the risk of the ~xport-Import Bank. 
• 3-year revolving credit to the Norges Bank by commercial banks. 
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l\Ir. JARMAN. In conclusion, I have no other questions but I want 
to thank you for your very interesting statement which I have not . 
only listened to with keen interest but which I am going to read very 
carefully again, because it has a lot of meat in it. 

Secretary SNYDER. Thank you. 
Chairman EATON. 1Ir. Jonkman. 
1ir. JoNKMAN. 11r. Secretary, I also wish to compliment you on 

your very fine statement. It has a lot of candor in it, which I have 
been looking for. Along the line mentioned by the chairman as to 
the difference between a financial agent and a foreign policy agent, 
do you not feel sometime that this program, running into the billions­
in 1 year it calls for $6,800,000,000, which is about the average of the 
Federal budget for the 1930's-that we should have more business in 
this organization? 

Secretary SNYDER. I have no doubt but what we should have a 
good business administration of the program. There is no question 
about it. 

I think we are all agreed on that. 
~Ir. JoNKMAN. Our foreign aid began with UNRRA. I do not 

know how 11r. Allen is doing over there now, but it has made a 
rather sorry mess of things in the past. 

You will find for instance, one iten1 of waste-a loan, which was 
$75,000,000 which was lost, embezzled, or whatever you want to call 
it. That is a very serious reflection on the whole program. 

After the First World War the Treasury Department handled the 
foreign aid program, did it not? Under the Dawes plan? 

ecretary SNYDER. Well, there was a Dawes plan, and of course in 
cmmection with it private capital was brought in play to a very 
considerable extent. 

11r. JoNKMAN. Well, public loans went into the progTam too? 
Secretary SNYDER. United States public funds were not involved 

in the Dawes plan and the Treasury made no European loans after 
the termination of the World vVar I loan activities shortly after the 
end of the war. 

11r. JoNKMAN. After we dissipated sorne seven thousand million 
dollar in public and private loans and found that it did not get us 
anywhere, I think the Treasury Department went in there with less 
than a half billion dollars and in a few years put those countries on 
their feet? 

ecretary SNYDER. I think we should profit by past experience, 
certainly, and aim at a sound program, and a sound administration. 

l\1r. JoNKMAN. Which do you think preponderates there, the need 
of a business administration, or a good fellow, good neighbor policy? 

ecretary SNYDER. I think they are closely knit. If we are going 
to do this job, we certainly want to put it on a friendly, cooperative 
ba i , or. cl~e we will probably have missed entirely the goal at which 
w arc armmg. 

But I still think that helping the participating countries to help 
thcn1sclvcs will be the best and most effective way. We should see 
that they exert their efforts along that line, and then supplement 
their efforts if we can. 

1\Ir. JoNKMAN. The point I am making is that if we have a sound 
bu"ine s administration, right from the top down, that the correlation 
that we n ed for foreign policy could easily be established without 
any violence being done to our for ign policy. 

69082-48-27 

I 
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But our past experience has shown that \vhen the State Department 
enters into it, handles it, much as I regret to say it, we have not a 
business administration. 

I am going to lead up to that in a moment. One statement you 
made very candidly, for instance, is the difficulty that we have in this 
respect. You say on page 3: 

By insi~ting that participating countries exhaust gold or dollar balances we will 
merely add further instability to their monetary system. As a matter of fact all 
of the participating countries, except Switzerland, Turkey, Portugal, have already 
reduced their dollar balances to or below the amount which would normally be 
regarded as safe. 

Do you not think you could add other countries to that, besides 
those three? , 

Secretary SNYDER. No, sir; we have looked at that pretty carefully, 
and from the requirements of the countries it appears to us that their 
reserves in dollar balances are pretty low for the purpose of carrying 
on a stabilization or recovery program. 

Mr. JoNKMAN. For instance, Norway has already floated a private 
loan at New York, with the New York banks. 

Secretary SNYDER. Yes. 
Mr. JoNKMAN. Does not that sho\v that they are in pretty good 

condition? 
Secretary SNYDER. Well, I would not want to comment on the 

bank's credit, but Norway has $77,000,000 in gold. I \vou1d not want 
to comment on the bank's credit. The loan was a small one; I under­
stand about $12,000,000. 

Mr. JoNKMAN. The point I am making is this: I realize, of cour e, 
that we are changing from a relief program to a recovery program. 

There is quite .a difference, that is true. 
Secretary SNYDER. Yes. 
Mr. JoNKMAN. But it is also true that under our relief program we 

have in the residual relief bill six countries-residual-aid bill, six coun­
tries; and in the interim-aid bill, three countries; and now we arc back 
to 16 countries. 

We are taking on quite a load. It seems to n1e that about 13 of 
these countries could do pretty well by themselves if it were not for 
the other three. 

Is the purpose of the recovery program to establish joint acti n? 
Secretary SNYDER. I think that is the a.im of it, to get those 16 

countries working in a unified program. 
I think it is most important that we do that, and it is most h arten­

ing to see 16 European cobntries get together on something, and come 
up with a program to which they all subscribe, aimed at the r covery 
of the whole of Europe. 

I was pleased to see that we could accon1plish that first very forward­
looking step. 

I think each country's needs have been very carefully studi d by thi 
group to which I referred awhile ago, the technicians, who w nt back 
into the program-they did not accept just what was said in the 
presentation to us in the form of the original program, but thry re­
screened it, they changed some of those allocations of items, and tried 
to put it on the basis of just what they thought was absolutely 
necessary. 

The whole program, I have satisfied mys lf, is aimed at trying to 
bring out the fullest possible self-help, and the part in this bill thnt. is 
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provided for Congress to supply funds for, is for that extra amount 
needed to bring the participating countries to a beginning of a recovery 
and stabilization, and not to establish a better situation than that 
e::\.isting prior to the war, but to bring them to a point approaching 
that so that they ·will have an opportunity to move forward in the way 
of stabilization and economic recovery. 

l\Ir. JoNKMAN. Then are we seeking to secure the cooperation of 
the 13 countries, which I think could perhaps raise themselves by 
their o\vn efforts, with the l\1arshall plan, or with loans and grants, 
in order to get their cooperation for cooperative effort? 

Secretary SNYDER. I do not think that entered into it by itself. It 
might have been given consideration somewhere along the way. But 
I do not think any country is offered or will be offered aid and assist­
nnce under this program unless it needs it over and above wha.t it can 
do for themselves. 

~fr. JoNKMAN. Well now, it came to me on very reliable authority 
that a high official of this Government had talked with a high official 
of the Danish Government. He said, "You don't intend to come in 
under the l\Iarshall plan, do you?" The answer was, "''Tell, we 
hadn't intended to. We figu~ed we could float a loan with the private 
bunks, but everybody else is coming in so we might as well come in 
too." 

ecretary SNYDER. Well, I do not know anything about that, l\fr. 
Jonkman. 

~ fr. JoNKMAN. Is there room for that spirit? 
ecrctary SNYDER. I do not think so. Mr. Block, our director on 

the Intcrna tional Bank, just advised me that Denmark has met with 
no uccess in trying to float a loan, although they have tried at con-
iderable length to do so. . 

i\fr. JoNKMAN. Is the Committee for European Cooperation doing 
an. rthing a.t the time? Have they held any sessions for the carrying 
out of the program since the Paris Conference? 

cretary SNYDER. Yes; I think they have had some meetings . 
... fr. N css of the State Department can answer that question . 

... 1r. NESS. Since the time of the Paris n1eeting there has been no 
r convening of the Comn1ittee for Economic Cooperation as a com­
mittee. 

llowever, in the interval since the Paris Conference, subgroups of 
the con1mittee have been meeting regularly, such, for instance, as 
tho c on the problem of payments within Europe. That subgroup has 
h ld me tings. But there have been no meetings of the entire com­
rnittce. 

~Ir. Jo .. ,.KMAN. From the results we have had from the Marshall 
p c ·h at Harvard and the Paris Conference, we have had a little 

1nor than a get-together of 16 nations who have said "We want 
22,000,000,000," and we have agreed that something should be done. 

c ·r tary SNYDER. I think we have done much more than that. 
\V find that they are actually trying to re-form their governments 
nnd ar end avoring to work out plans within their own governments 
for taoilization and for tightening up on their economic situation. 
\Ve .. marked evidence of that in practically every one of these 
countries. 

o I can see a great deal more than just a request having been sent 
ovPr lwre. They are conscientiously and honestly trying to help 
th •n1 elves. 
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• 
Mr. JoNKMAN. You have in mind there, I take it, the efforts on the 

part of the countries of France and Italy to revise their tax structure 
and consolidate their governments? 

Secretary SNYDER. Yes; and Holland is doing the same thing. 
Mr. JoNKMAN. But Holland is not doing it on account of the 

Marshall plan? 
Secretary SNYDER. But they are doing it. As long as they are 

working toward that objective, it does not mean so much to me 
whether it is on account of the Marshall plan or account of their own 
idea, because that is the goal we are aiming at, the reestablishment of 
economic stability. 

Mr. JoNKMAN. I know, but the administration by which we have 
before us states expressly that the aid to be extended is to be extend d 
to countries parties-participating in self-help and mutual help. 
"Participating"-do you not think that after the offer was made, 
there should be a greater cooperative effort on the part of those 
nations, to form, let us say, a customs union, at least? 

Secretary SNYDER. I think they probably have got to have some 
notion about just how we are going to approach this problem. 

I do not know of a single country which is not making some effort 
to measure just what its internal situation is, so that whatever further 
steps it takes should be in conformity with whatever we set up und r 
this program and it should not go off in one direction, when we might 
come along and find that it should have gone in another direction, at 
the time that we start the program rolling. 

But I agree with you that they should be continually working for 
their own salvation. 

Mr. JoNKMAN. Of course our trouble is, as we say, that we always 
won a war, and never won a peace. We may not even win this 
program, merely because of that reason. 

Secretary SNYDER. That brings us up to the crux of the thing, which 
is the agreement we work out with each country. That is going to 
be the Administrator's responsibility, to sit down with each country, 
and not take exactly what is said here, but to actually sit down and 
review conditions as they are at the time he is working out the agr -
ment, and work out the best possible arrangement with that country 
which will insure that they get to work on their own salvation and 
their internal recovery. 

The Administrator will be charged with watching that program, 
and unless the countries are moving along, he can always hold up on 
further advances-if they are laggard about carrying out the t rm of 
the individual agreements which are arranged with ach country. 

Mr. JoNKMAN. All right, but assuming that you mal""e bilat rnl 
agreements, are you not missing the boat by not having al o a nmlti­
lateral agreement, to create a cooperative action? 

Secretary SNYDER. That gets over under the Stat Dcpartinent' 
political angle-how far we want to go in tying 1nattcr togeth r. 
We want to encourage cooperation b tween nation , but I would b 
getting out of my field entirely if I got into too mu ·h of a li u ion 
along that line. 

Mr. JoNKMAN. Well, here is a statement of yours, and th rc ar 
others like it, which I like very much. 

It is candid and straightforward. On page 6 of your tat m nt, 
you say; 
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The adjustment of some exchange rates may be expected in the course of 
European recovery. Inflation in Europe in certain instances has given rise to • 
exchange rates which result in an over-valuation of the currencies in relation to 
the dollar. This state of affairs has tended to hinder the exports of such countries 
and, at the same time, to make imports relatively cheap in terms of local currency. 

That is a fair statement. I had no difficulty in getting that from 
those who have handled our foreign policies. That just shows the 
d~fference between our foreign-policy view and our financial-policy 
new. 

There is no use denying it. For instance, yesterday I called 
attention to the fact that the legal exchange value of the French franc 
is 119 to the dollar, while the free-market, or the black-market value, 
if you want to call it that, is at least twice that amount, perhaps 250 
to 300. And I asked: Does not that tend, just as you say there-to 
retard exports, because the exporter, or the exports are doubled in 
price? In other words, the exporter who has a piece of lace or a 
bottle of perfume in France, for which he would get $5 in the United 
States, must get $10 for it. That is true, is it not? He must get 
just twice as many dollars, as the market rate? 

Secretary SNYDER. To get the equivalent number of francs; yes, sir. 
1Ir. JoNKMAN. Yes. So you discourage exports. And I have not 

any doubt that France has goods which she could export, if the currency 
situation were so favorable that she could increase her exchange. 

On the other hand, by that doubled value, you cut the cost of 
imports in two, if the rate is 2 to 1. Is that not so? 

Secretary SNYDER. I believe you are exactly right, Mr. Congress­
man, and I want to say that whatever statement I have made is not 
in conflict with the basic theory of those who have preceded me. It 
ju t happens to have fallen even more definitely under the financial 
end, and that has been left to me. 

~Ir. JoNKMAN. Well, I have to go by what each of you say, and 
that is for me to judge, whether there is conflict. 

ccretary SNYDER. I want to assure you that there is no conflict. 
I think the greatest problem, in solving all of these exchange matters, 
j ~ a matter of timing. We must watch that very carefully and then 
move toward adjustment at the proper time, without upsetting 
everything. 

~lr. JoNKMAN. I agree to that. You could not do it in 24 hours, 
all over the European continent? 

S ·retary NYDER. That is right. And one step leads to another. 
~Ir. JoNKMAN. But if we are going to furnish dollars, are we not 

n ouraging that very fault that I just explained? 
In oth r words, we are taking the bottom out of the barrel, and 

letting them retard their exports and encourage imports, and \Ve are 
giving them exchange with which to do it. 

e Tetary SNYDER. That is one of the objectives, to try to bring 
a hout a situation so that th y can properly make changes in their 
c .. ~ehang rates. 

But they have to have some hope of assistance, in some dir ction, 
or cl e then they can never stabilize and conditions ·would grow 
tcadily worse. 

On£' of th whole objectives of the aid we are going to give them is 
to help th m get into a position where they can make thos rate 
ndjustrnents. 
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11r. JONKMAN. Have you reasonable assumption, reasonable con­
fidence, to assume that they ·will accomplish that before they use 
up the first $6,800,000,000? 

Secretary SNYDER. I think they ·will make great progress in that 
direction. I cannot say that they will undertake finally to accomplish 
it. It is a very complicated situation. 

Mr. JoNKMAN. The difficulty is this: Take the British loan. They 
got 3% billion, and it was not until they found that they were scrap­
ing bottom of the barrel on that almost $4,000,000,000 loan, that the 
United Kingdom finally \voke up and said, "We are getting into a bad 
situation. We have to cut out some of these imports"-and they 
cut out movies, tobacco, oil, and things of that sort. 

The point I am making, Mr. Secretary, is that by giving the e 
loans we are absolutely encouraging the very thing we seek to elinli­
nate and what sense is there in it? 

Secretary SNYDER. On the British loan, up until July, they had 
maintained themselves well within the estimates which they had fur­
nished in the preparation for the loan. 

Up until July-w·e can furnish you tables to show it-they had 
stayed pretty well within their estimates. 

They ran into some difficulties later, and from then on their real 
problems started. They had greater demands for convertibility than 
they anticipated they would get, and there was some real difficulty 
there. 

Also they have had some other troubles of \vhich you are well 
aware-the weather, thr crop situation, and so forth. But I have to 
be perfectly frank with you-I spent a harrowing month over tlwre, 
talking to the representatives of every section of Europe, and al o to 
some of the nationals of those countries, and I think ' ·e can exp<'ct, 
with the conditions over there as they are, if we do not give friendly 
aid at this time, that the cost to us will be so great that we\\ ill n'gr)t 
it. 

Mr. JoNKMAN. What sort of analysis have you to indicate that it 
cannot be done with half the amount? 

Secretary SNYDER. This was arrived at with a very car ful, studi­
ous approach. 

If we start to say a billion less or 2 billion less, or n. billion more 
or 2 billion more, it will be a much more arbitrary appron ·h than 
the one which has already been made, be ause there has b' 'll n tr -
mendous amount of car ful study in arriving at tho figur s. 

Mr. JoNKMAN. The other day I asked the ~tat Dcpartin 'td, I 
said, "I am still using the CEEC figures." 

They call for $5,900,000,000. 
And I checked back on the CEEC figur . They begin with 

$452,000,000 for f ed or fertilizer, $340,000,000 for solid fuel, $a20,-
000,000 for iron and supplies, and so on down the line. 

I said, "You arrived at that $5,900,000,000, a a total, frorn · rtain 
items and I would like to have the item , for each country, to mal· 
up that total." 

Well, they said they are going to get the information for n10, but I 
assume, Mr. Secretary, that if you arrive at a total, your total \vould 
be the amounts needed by each country, so you would have tho e t 
your fingertips. 
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Secretary s~YDER. Just for the record, those CEEC figures were 
for a 12-month period; those in this program are for 15 months. So 
there 1s a difference there. 

:~vir. JoNKMAN. It does not make any material difference. 
Secretary s~YDER. It makes a difference bet\veen the 5.9 and the 

comparable Executive branch figure. 
~Ir. JoNKMAN. Naturally. 
Secretary SNYDER. I just want to make that clear, that we were 

talking about a different period of time. 
11r. JoNKMAN. On the other hand, it is equally clear, Mr. Secretary, 

that if I say to you, "Here are 16 countries which together need 
$5,900,000,000," I should be able to say what each country needs, 

- because I am assuming that that is my total arrived at by individual 
items. Is that not so? 

~Ir. NEss. I understand, Mr. Congressman, that the material which 
you requested previously was supplied on a commodity-by-country 
basis. 

:\fr. JoNKMAN. But the point I am making is that apparently it 
was something that had to be figured out from other figures instead 
of ju t saying, "Here is how we arrived at the total." 

Secretary SNYDER. I think they had approached the problem on the 
basis of commodity needs for each country and then arrived at the 
total commodity needs for the whole program. They had taken the 
requirements of each country and had arrived at so many bushels of 
wheat, for instance, against the whole program. 

~Ir. SouTHARD. The estimates were made by commodities, in the 
first instance, and at the same time a break-down by country was 
made, that is, breaking that total down by countries. 

~fr. ,JoNKMAN. Is it not true that you have difficulty in getting 
analytical figures-and I do not want to be too critical? 

ecretary SNYDER. Of course, you have a difficult problem. You 
do not want to say a country is going to get so much of this and so 
much of that, because you are going to handicap your Administrator. 
II' wants to go in and find out, through a recheck. that those are 
actually the needs. The estimate appears in the background as to 
whnt will be required, but when you start making too precise an ap­
prai al, by items, you are almost setting a pattern as to exactly what 
nch country will want. You cannot handicap your Administrator 

ii you want him to do a bang-up job for you. 
~Ir. JoNKMAN. Well, I do at least want general figures. 
ecretary SNYDER. Well, I think you agree with me that we would 

not want to set too precise a pattern, because we want our Administra­
tor to do a good job and not to be handicapped. 

~Ir. Jo:'lrKMAN. Yes; but take the wheat situation alone. I want to 
lmow how much of that, $1,452,000,000 worth goes into the various 
countries. The interim aid-we found, for instance, that Italy had a 
great deal more wheat than was estimated in arriving at those figures. 
And that is a serious error. 

ccr tary SNYDER. Well, we will get those figures for you. 
~Ir. JoNKMAN. That is all for the present, Mr. Chairman. 
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(The information referred to is as follows:) 

DEPARTMENT OF STATE 

(January 20, 1947) 

EUROPEAN RECOVERY PROGRAM 

ILLUSTRATIVE CoMPOSITION oF IMPORTS OF CoMMODITIEs AND SERVICES FRoM 
WESTERN HEMISPHERE, APRIL 1, 1948, THROUGH JuNE 30, 1949, AND Pos­
SIBLE SoURCES AND DISTRIBUTION OF FINANCING 

The European Cooperation Administration will have to draw up program of 
United States assistance to each participating country covering the commodities 
and services to be purchased in the Western Hemisphere and the manner in 
which these purchases will be financed. Each country program will have to be 
coordinated with the country's total requirement and estimated imports from 
areas outside the Western Hemisphere and with the amounts of financin,g avail­
able from sources other than new United State funds. 

The programs of United States assistance for each country as they may be 
developed by the Administrator should not now be prejudged. Therefore, an 
accurate representation of a program for each country, reflecting its aggregate 
required imports from the Western Hemi phere and the source of funds which 
will in fact finance each segment of these import cannot now be made. A con­
tinuing process of adjustment will be nece ary in order to take account of, uch 
factors as the success of the production effort by the participating countrie , 
changes in world availabilities, price movements, up ply and financial arrange­
ments with nonparticipating countries, and the deci 'ion of such agencie a the 
International Bank. 

An illustrative program can, however, be drawn up which will be indicative at 
least of the country by country programs as they might be determined by the 
Administrator after he has considered all of the relevant factors. An example 
of such a program is set forth in the attached tabulation. 

It needs to be emphasized again that the distribution of commodities by coun­
tries and sources of funds indicated in the accompanying tables is only an approxi­
mation of the program as it would actually be dev loped by the Administrator. 
Particular emphasis should be given to the fact that the amount hown in table 
1, column 4, and in the corresponding column. of the individual country tab! ' 
do not necessarily represent the amount which each country would receive in 
the form of direct assistance from the United State ·, nor do thPy indicat the 
terms on which such appropriated funds would be advanced. Rather, they indi­
cate the dollar balance required to fill each country' total e timated required 
import program from the Western Hemi phere (column 1), after deducting the 
dollars obtained from exports of goods and ervice (column 2) and aft r deduct­
ing sources of financing other than new United tate funds (column 3). Tlu 
balance of a particular country's dollar needs ( hown in column 4) might in , om' 
instances be obtained indirectly through anoth r participating CO\llltry rather 
than directly from the United States. Variou arran em nt ' for indir •ct fiuanc­
ing of this character could be made and might provid a feasibl way to a~ i t 
the participating countries in overcoming some of the obstacle ' to incr a. · d tnulc 
among themselves. 

For example, bizonal Germany is expect d to have a . ubstantial surplus of 
exports over imports in it trade with "orne participating countri H, and the 
latter must settle in dollars for a large part of their debit balance. with the bizoue. 
In this way the dollar requirements of the e participating countries are increas •d 
(becau e they mu t pay dollars not only for th ir import. from the v\'rst •rn 
Hemi phere but also to settle their German accounts). On the oth r hand, the 
bizone's need for direct dollar a .. i tance would be corr . pondingly r<'ducr.d 
(because it would receive dollar in addition to tho, obtained from it.s exports to 
the Western Hemisphere shown in column 2). In circumHtanc s lik thrs<' the 
Administrator might find it de irable to allocate fund. appropriat d for Europ(•an 
recovery in such a way as to incr a. e the dir ct as, istance in the form of loans 
or grant to one participating country v r th amount of its \Vestern II >mis­
phere deficit and corre pondingly r due th dir ct assistance given to another 
participating country. Alternatively, th administrator might find it desirable 
to purchase goods in one country for deliv ry to anoth r, the transaction b ing 
recorded a additional direct a si tance to the r c ivin~ country. Th • xport.ing 
country's need for direct dollar a . .. i tance would be c rr spondingly reduc ·d. ln 
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general, adjustments of this kind would be considered by the Administrator in 
the light of recommendations by the participating countries as a group acting 
through their continuing org::tnization. Such adjustments would not increase 
the total amount of assistance required but would only affect its distribution 
between countries. 

The country tables which are appended present for each participating country 
an illustrative composition of its imports of goods from the vVestern Hemisphere 
and its net dollar payments, if any, for freight and other invisible items, for the 
period from April 1, 1948, through June 30, 1949. All values are expressed in 
terms of July 1, 1947, prices as the adjustment for higher prices is covered in the 
table on page 5. A distribution of the financing of these imports and payments 
among the following sources of dollar funds is shown: 

Column 2. Dollars earned by each country from exports to the Western 
Hemisphere and net dollar receipts, if any, for shipping and other invisibles. In 
the ca e of Portugal, the amount shown in column 1 includes an expenditure of 
Portuguese gold and foreign exchange holdings in an amount necessary to offset 
its deficit on current account. 

Column 3. Dollars obtained from such sources as International Bank loans, 
priYate investment, existing credits of the Export-Import Bank, and credits 
extended by participating countries having net dollar earnings on current account 
to other participating countries. Credits or other assistance by other \\' estern 
Hemisphere countries are also included in column 3. 

Column 4. New United States funds for European recovery and for prevention 
of disease and unrest in Germany (GARIOA) for which appropriations are being 
requested. As pointed out above, the amounts in column 4 represent the deficit 
computed on July 1, 1947, prices with the Western Hemisphere which it is neces­
sary to finance directly or indirectly with new United States funds and do not 
necessarily represent the direct assistance in the form of grants and loans which 
will be extended to individual countries. The adjustments for increased prices 
and savings on shipping mentioned in the table on page 5 will also have to be 
taken into account on a country by country basis. 

The table on the following page recapitulates the country tables and presents 
a possible distribution, by sources, of the financing of the total Western Hemi­
sphere import program. 

TABLE !.-Recapitulation of tables showing illustrative composition of imports of 
commodities and services from Western Hemisphere and possible sources and dis­
tribution of financing: Apr. 1, 1948-June 30, 1949-(at July 1, 191,.7 prices) 

.\ustria _______________________________________________ _ 
Belgium-Lu.xemburg ____________________ - --------------
Denmark _____________________________ :. ________ --------
France.------------------------------------------------Greece ________________________________________________ _ 
Iceland ______ __________________________________________ _ 
Ireland ___________________________________ _ -------------

Italy --------------------------------------------------N etlwrlands __ _______ ---- _____________ - -----------------• or\vay _______________________________________________ _ 

Portugal .. ---------------------------------------------S w cd en ________________________ - _ -- - - - - - - - - - - - - - - - - - - - -
Switzerland. _____________________ -_--_-----------------
'l'urkey _ _ __ _ _ __ --- --- ___ - ---------------------------
United Kingdom _______________________________ - - _ - - - - -
Germany: Bizorle ____________________________________________ _ 

French zone ____ .. ___________________________ -------
Saar _________ --------------·-----------------------

Total ________ ____ _______________________________ _ 

Total 
imports 1 

233 
853 
237 

1,931 
262 

23 
192 

1, 160 
1,136 

253 
144 
499 
535 
69 

4, 311 

1,014 
93 
14 

12,959 

Possible sources of financing 

Dollar 
earnings a 

39 
334 

45 
369 
67 
10 
40 

183 
271 
163 
144 
423 
535 
69 

2, 133 

100 
13 
3 

4,941 

Sources 
other than 

new United 
States 
funds 

12 
196 
28 

128 
9 

------------
------------

108 
160 
56 

------------
43 

------------
------------418 

------------
------------
------------

1, 158 

New 
United 
States 
funds a 

182 
323 
164 

1,434 
186 

13 
152 
869 
705 
34 

------------
33 

------------
----------- -

1, 760 

914 
80 
11 

3 6, 860 

t Including net dollar payments for freight and other invisibles. 
2 Including drawings of $72 million by Portugal on its gold and foreign exchange recources. 
a This column includes funds being requested by the Department of the Army for prevention of disease 

and unrest in Germany. A reconciliation with the $6,800 million being requested for the European recovery 
program is to be found on p. 5. 
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Column 1 indicates that the required import- of the participating countries of 
goods and services from the We tern Hemisphere during the 15 month , April 1, 
1948, through June 30, 1949, are expected to amount to $12,959 million (in terms 
of July 1, 1947, prices). This total, after deducting. 1,146 million of payments 
for net freiglit and net other invisibles, equal the total commodity imports of 
$11,813 million shown in the summary balance of payments table on page 97 of 
the committee print of the Outline of a European Recovery Program. 

Of this total, it is e timated that the participating countries will finance $4,941 
from their dollar earnings from exports to the Western Hemisphere and other 
dollar receipts (and, in the case of Portugal by drawing down gold and foreign 
exchange holdings) .1 

Sources other than new United States fund are expected to finance, in term 
of July 1, 1947, prices, $1,158 million of the total.2 It is propo ed that the 
balance of $6,860 million be financed by new United State funds appropriated 
for European recovery and to the Department of the Army for prevention of 
disease and unrest in Germany (GARIOA). The following table pre. ents a 
reconciliation of this balance with the authorization of $6,800 million reque ted 
for European recovery. 
Goods to be purchased in Western Hemisphere with new United States 

funds (at July 1,1947, prices)-column4ofrecapitulation ____________ $6,860 
Adjustments: 

Add: Adjustment for price increases 1 _____________________ $482 
Deduct: Savings on shipping 2

-------------------------- 100 
382 

Adjusted cost of commodities and shipping services to be purchased in 
Western Hemisphere with new United States funds 3 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 7, 242 

Authority to obligate funds for procurement of items to be delivered in 
subsequentyears_______________________________________________ 200 

Uncovered deficit of bizonal Germany with nonparticipating countries 
outside the Western Hemisphere 4 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 200 

Total being requested for European recovery program and by De­
partment of Army for Germany (GARIOA)___________________ 7, 642 

Deduct: Appropriations being requested by Departm nt of Army for 
prevention of disease and unrest in Germany (GARIOA) _____________ _ 

Total requirement for first 15 months, European recovery program_ 6, 20 
Authorization requested for European recovery program (preceding line 

in rounded amount)_____________________________________________ 6, 00 
I This figure is equivalent to the adju.,tment for higher prices of $5135 million shown in the~summary hnlnnc11 

of payments table, page 97 of tne Outline, after eliminating that portion of the increase attrihutnhle to 
"Sources other than new United States funds," such as the Internation,ll Bank, and to Portug '"e c sh 
purchase. 

s See page 92 of the Outline. These are savings possible if additional temporary transfers of bulk-car o 
carriers are made. 

• This entry and the following entries in the reconciliation are shown in the tables on pages 10 nnd 109 
of the Outline and explained in the accompanying text, pp. 107-109. 

• ee footnote 2, table 17. 

The distribution by ources of financing in the following country tabl :::; haf' be •n 
made according to the following principle : 

1. Financing which might be forthcoming from ~our e. ot.her than new nitcd 
States fund ha been pread over commoditi s for th purchas of which it i 
thought mo t likely that loans and crediL might be granted. .i\1 uch is a :ign •d 
to the category "other import.," which includ heavy and, pecialized quipment 
and important indu trial raw material , and additional large sumH are allocated 
to bread and coarse grains, fats and oil , sugar, meat, anrl. coffe , for which other 
\\"estern Hemisphere countrie might extend commodity credit~ or make other 
arrangements to assist the participating countrie . 

2. It is a"lstuned that new United tates fund \Vill be w~ed, in t,h fir~t instance, 
for "selected" commodities. 

1 See The European Recovl'ry Program-Country ~tudil's, table II A. Thl' sum of total exports to th 
Western Hemisph<'rl' and, where positive, of "Net freight" and". ct other invisihles" is the figur' shown 
in column 2 of the attached country tables. 

2 International Bank, private investment, existing Export-Import Bnnk credits, dollar cr<>clit hy par­
ticipating countries, and cr dits or other assistanc by other W tern ll<'misph<'re countrh's. 'l'hrst' ourer 
are expected to finance $1,22 million in current pric s. Thi figure is Ntnivalent to the figurr of 1,2l'i5 mil­
lion shown in the committee print of the Outline of European Recov<'ry Program, p. IOK, nft1 r dl'ductin 
the item of $85 million representing purchases on cash basis (here includt'<l in column 2) and adding credits 
of $28 million by participating countries to participating countries. 
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3. Dollar earnings of the participating countries are as igned to the remaining 
\\ e tern Hemi'phere requirement . 

In thi connection, it should be pointed out that !the category I" other imports" 
i~ made up principally of important raw material-· and manufactured goods, which 
in almost all ca es are as important to economic recovery as the selected commodi­
tie . On many of the e commodities tudies of requirements and availabilities 
are being prepared, but a mi cellaneous category will always be necessary since 
trade bet~·een advanced industrial countries involves thousands of individual 
product . Preliminary indications of the values of orne of the most important 
item in the category are given in footnotes to the tables. 

It i~ recognized and, indeed, emphasized that the following tabulation is only 
illu trative and that the actual pattern determined by the Administrator might 
vary markedly from the one outlined here. It may, however, be useful in clarify­
ing and delineating the problems which will be encountered in initiating the pro­
gram and in adjusting its continuously to changing conditions. 

TABLE 2.-A us tria . 
ILLUSTRATIVE CoMPOSITION OF IMPORTS oF CoMMODITIEs AND SERVICES FRoM 

·wEsTERN HEMISPHERE AND PossiBLE SouRcEs AND DisTRIBUTION OF FINANC­
~.·a: APR. 1, 1948 TO JuNE 30, 1949 (AT JuLY 1, 1947 PRICEs) 

' 

Import Total 
imports 

Possible sources and distribution 
of financing 

Austrian 
dollar 

earnings 
I 

Sources 
other 

than new 
United 
,States 
funds 

New 
United 
States 
funds 

Rr ad grains·------------------------------------------ 36.3 ------------ ------------ 36.3 
Coarse !!'rains.----------------------------------------- 4. 4 ------------ ------------ 4. 4 
Fnts rmd oils___________________________________________ 12.5 ------------ ____________ 12.5 
Oil cake________________________________________________ 1. 6 ------------ ------------ 1. 6 
Sugar__________________________________________________ 5.4 ------------ ------------ 5.4 

feat __ ----------------------------------------------- 8.8 ------------ ------------ 8.8 Dairy products________________________________________ 4.1 ------------ ------------ 4.1 
Eggs ___________________________________________________ ------------ ------------ ------------ ------------
Dried fruit_____________________________________________ 1. 5 ------------ ------------ 1. 6 
Rice -------------------------------------------------- ---------- -- ____________ ------------ ------------
Coffee__________________________________________________ 4.0 ------------ ------------ 4.0 
Other foods____________________________________________ 6.3 ------------ ------------ 6.3 

Subtotal_________________________________________ 8!.9 ------------ ------------ 84.9 
Tobacco·---------------------------------------------- 2.9 ------------ ------------ 2.9 Cot ton _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 21. 6 _ _ _ _ _ _ _ _ _ _ _ _ 4. 7 16. 9 
.ritro~en _______________________________________________ ------------ ------------ ------------ ------------
Pho nhates ------------------------------------------- ------------ ------------ ------------ -----------­
Potash .. ·---------------------------------------------- ------------ ------------ ------------ ------------Agricultural machinery________________________________ 1. 6 _ __ _ _ _ __ _ __ _ __ ___ _ __ ___ _ 1. 6 

Coal ••.•. --------------------------------------------- ------------ ------------ ------------ ------------
fining machinery _ ----------------------------------- . 5 ------------ ------------ . 5 

~i~b~:~~-~-r_o~~~:~======== = == ======== ::::::::::::::: == :::: === = = === ::::: == = =: :: ::: ==== =: ::: ::::: == ::::: 
Iron and steel: 

Finished________ __ ---------------------------------------- ------------ ------------ ------------
rude and somitlnished. __________ ----------------- ------------ ------------ ------------ ------------

~,~~~~~1~<>ii~~======~= ~== ====== ===== ==== = === ========== ------ --2~ o- === = === = == == = = = == == ===~= ---------2: o Iron ore ____________________________________________ ------------------------------------------------
'1 rucl·s ________________________ ------------------------- 3. 8 ------------ ------------ 3. 8 
Freight c~us ___________________ ------------------------- ------------ ------------ ------------ ------------
h I equipment________________________________________ 4. 2 ------------ ------------ 4. 2 

'I irnber equipment_____________________________________ 4. 0 ------------ ------------ / 4. 0 
gJectric l equipment ___________________ ------- ___ ----__ . 7 _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ __ _ . 7 
Other imports 1_ _ ____ ___ _ _ _ _ _ _ _ ___ _ _ ____ ____ __ ______ _ _ _ 67. 0 39. 0 7. 5 20. 5 

'l'otn.l commodity imports________________________ 193.2 39.0 12.2 142.0 
!'let freight ____ . . __ ------------------------------ 40.0 ------------ ------------ 40.0 
Other <l'>lln.r payments _________________________________ ------------ ------------ ------------ -----·-- ---

1'otal2 __________________________________________ _ 
233.2 39.0 12.2 182.0 

1 Includes (in millions)· Copper, $6; chemicals, $16; hides and skins and leather, $1; wool, $1. 
'In the cflso of Austria an1l all other countries (except Portugal), tho deficit on current account with the 

W tern Hemisphere equals column 1 minus column 2 or alternatively, column 3 plus column 4. 
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TABLE 3.-Belgium-Luxemburg and dependencies 

Possible sources and distribution 
of financing 

Import Total 
imports Belgium­

Luxemburg 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains___________________________________________ 78.1 ------------ 19.0 59.1 
Coarse grains___________________________________________ 64.9 ------------ 9. 5 55.4 
Fats and oils___________________________________________ 22.2 ------------ ------------ 22.2 
Oil cake________________________________________________ 28.1 ------------ ------------ 28.5 
Sugar·------------------------------------------------- 15.3 ____________ 4. 8 10.1 
~eat___________________________________________________ 13.3 ____________ ------------ 13.3 
Dairy products_________________________________________ 26.0 ------------ ------------ 26.0 

~;r:ctrruit============================================= ---------:8- ==========~= ============ ----------:8 Rice_--------- ----------------------------------------- . 8 ____________ ____________ . 8 
Coffee__________________________________________________ 15.3 ____________ 4. 8 10.5 
Other foods. ______ -----------------------_------------- 16. 8 _ _ _ ___ _ _ _ _ _ _ __ _ __ _ __ _ _ _ _ 16.8 

Subtotal_________________________________________ 281.6 ------------ 38.1 243.5 
Tobacco ________________________________________________ . 21.5 ----------- 21.5 

Cotton_________________________________________________ 46.0 ============ - 27.9 18.1 
~itrogen·---------------------------------------------- .4 ------------ ------------ .4 
Phosphates____________________________________________ . 4 ------------ ------------ .4 
Potash _________________________________________________ ------------ ------------ ------------ ----------·· 
Agricultural machinery ___ ----------------------------- 5. 0 ------------ 5. 0 ------------
Coal___________________________________________________ 20.5 ------------ ------------ 20.5 
~iningmachinery_____________________________________ 2.9 ------------ 2.9 ------------
Petroleumproducts____________________________________ 35.2 24.3 ------------ 10.9 
Timber________________________________________________ 23.3 23.3 ------------ ------------
Iron and steel: 

Finished___________________________________________ 19.3 ------------ 15.7 3.6 
Crudeandsemifinished____________________________ 9.4 5.2------------ 4.2 
Pig iron ____________________________________ ... ____ .. ___ . _- ... -- . --.---.---- ------------ ------------
Scrap iron __________________________________________ ------------------------------------------------
Ironore ____________________________________________ ------------ ------------ ------------ ------------

Trucks_________________________________________________ 21.8 ------------ 21.8 ------------
Freight cars __________________________________________________________________________ ------ ------------
Steel equipment_______________________________________ 9.1 ------------ 9.1 ------------
Timber equipment_ ______________________________________________________________________________ -.- ---
Electrical equipment___________________________________ 6. 0 ------------ 6. 0 ------------
Otherimports ~---------------------------------------- 293.0 223.2 69. ------------

Total commodity imports________________________ 795.4 276.0 
~etfreight_____________________________________________ 16.0 16.0 

196.3 323.1 

1------------1------------1 
Other dollar payments_________________________________ 42.0 42.0 ------------ ------------

1====1==== 
Total____________________________________________ 853.4 334.0 196.3 323.1 

I 

1 Includes (in millions): ~acbinery and transportation equipment and technical apparatus, $115; cbem­
\cals, $29; lead, $13; zinc, $7; wool, $15. 
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Import 

TABLE 4.-Denmark 

Total 
imports 

Possible sources and distribution 
of financing 

Danish 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Breadgrains___________________________________________ 0.5 ------------------------ 0.5 
Coarsegrains------------------------------------------- 33.0 ------------ ------------ 33.0 Fats and oils___________________________________________ 8. 8 ------------ ------------ 8. 8 
Oilcake________________________________________________ 42.2 ------------ • 4.8 37.4 
Sugar.------------------------------------------------- ------------ ------------ ------------ ------------
~1eat ___________________________________________________ ------------ ------------ ------------ ------------Dairy products _________ --- ____________________________________________________________________________ _ 

Eggs ... ------------------------------------------------ ------------ ------------ ------------ ------------Dried fruit ______ . __________ ---_-_--------- _______ . ___ -. • 4 _________ - -- __ •• __ - _ ---. • 4 

llice .. ------------------------------------------------- .2 ------------ ------------ .2 
Coffee .. ------------------------------------------------ 20.0 ------------ 4.8 15.2 Otherfoods____________________________________________ 2.1 ------------ ------------ 2.1 

SubtotaL ________ ._--------.-.-----_--- ____ --- __ - 107. 2 _ _ _ __ _ _ __ __ _ 9. 6 97. 6 

Tobacco .. ---------------------------------------------- 7.5 ------------ ------------ 7.5 Cotton_________________________________________________ 6.9 ------------ ------------ 6.9 
• "itrogen .... ------------------------------------------- 1.6 ------------ ------------ 1.6 
Phosphates.------------------------------------------- ------------ ------------ ------------ -----------­
Potash ..... -------------------------------------------- ------------ ------------ ------------ ------------
Agricultural machinery __ ------------------------------ 7. 9 ------------ 7. 9 ------------
Coal___________________________________________________ 10.9 ------------ ------------ 10.9 
~1iningmachinery _____________________________________ ------------ ------------ ------------ ------------
Petroleum products____________________________________ 29.2 15.8 ------------ 13.4 
TUnber------------------------------------------------ 3. 7 ------------ ------------ 3. 7 
Iron and steel: 

Finished .... --------------------------------------- 15.8 ------------ 6.0 9.8 Crude and semi finished. ____________________________________________ . _____________________________ _ 

Pigiron·------------------------------------------- .5 ------------ ------------ .5 
Scrap iron.----------------------------------------- ------------ ------------ ------------ ------------Iron ore ____________________________________________ ------------ ------------ ------------ ------------

Trucks_________________________________________________ 11.2 ------------ ------------ 11.2 
Freight cars .. _________________ ._ .. -_-_-.-.---.-----.--- .. ---------- ---.-.-.---- ------------ ------------
Steel equipment·--------------------------------------- • 5 ------------ ------------ • 5 
Timber equipment _______________ .---- __ ---.----------- ------------ ------------ ------------ ------------
Electrical equipment___________________________________ • 5 ------------ ------------ • 5 
Other imports------------------------------------------ 13.5 8.8 4. 7 ------------

Total commodity imports._______________________ 216.9 24.6 28.2 164.1 
.. Tet freight _____________________________________________ ------------ ------------ ------------ ------------
Other dollar payments. _______________________ .________ 20. 0 20. 0 _______________________ _ 

Total.------------------------------------------- 236.9 44.6 28.2 164.1 
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TABLE 5.-France and dependencies 

Possible sources and distribution 
of financing 

Import 

Breadgrains.·----------------------------------------­
<Joarse grains·------------------------------------------Fats and oils. ___________________________ . ____ .. __ . ___ ._ 
C>il cake _____________ ! _________________________________ _ 
Sugar _________________________________________________ _ 
11eat __________________________________________________ _ 
Dairy products ...... ___ ._. __ . _______ ._ .......... ____ .. . lGggs __________________________________________________ _ 
Dried fruit _________________ . ___________ .. _. ___________ _ 
ltice __________________________________________________ _ 
<Joffee _________________________________________________ _ 
C>ther foods_. ______________ ._. ________________________ _ 

Total 
imports 

115.7 
66.1 
76.9 
20.8 
19.8 

.8 
26. 7 
1.8 
2.0 
4.6 
7.6 
7.4 

French 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

11.8 
9.5 

28.6 

~ew 

United 
tntes 

funds 

103.9 
56.6 
4 .a 
20.8 
19.8 

.8 
~6. 7 
1.8 
2.0 
4.6 
7.6 
7.4 

SubtotaL ___________________ ..,.___________________ 350.2 ------------ 49.9 300.3 
Tobacco________________________________________________ 18.1 ------------------------ 1 .1 
<Jotton_________________________________________________ 165.8 ------------ 9. 5 156.3 
~itrogen·---------------------------------------------- 11.8 ------------ ------------ 11.8 Phosphates._. ____ .. _____ . ______________ .. ___ ._. _____ ........ ________ .. __ . _. _.- --.--------- ------------
Potash _________________________________________________ ------------ ------------ ------------ ------------Agricultural machinery_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 59. 7 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 59. 7 
<JoaL. ________________ ------------------------ _ _ __ _ __ __ 206. 2 ____________ -------- ____ 20G. 2 
Mining machinery------------------------------------- 10.7 ------------ ------------ 10.7 
Petroleum products____________________________________ 146.5 ------------ ------------ 141i. 5 
Timber________________________________________________ 35.6 ------------ 16.0 19.6 
Iron and steel: Finished._ ... __ ... _ .. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 17. 5 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 17. 5 

<Jrude and semifi.nished____________________________ 10.0 ____________ ------------ 10.0 Pig iron .. ____________________________________________________________________________________ ------
Scrap iron _________________________________________________________________________________ ---------
Iron ore-------------------------------------------- ------------ ------------ ------------ ------------Trucks___________________________________________ ______ 5. 5 __________________ ------ 5. 5 

Freight cars ______________ . _. _. _________ . ____________ . _ _ . _ ..... ___ . _ . ___ .. ___ . _ _ _. ____ -.---- --------- •• -
Steel equipment. ... ------------------------------------ 13.8 ------------ ------------ 13. 
Timber equipment______________ _______________________ 8. 9 ------------ ------------ . 9 
lGlectrical equipment.__________________________________ 10.0 ------------ ------------ 10.0 
C>ther imports~---------------------------------------- 504.2 275.7 52.2 176.3 

275.7 127.6 Total commodity imports________________________ 1, 574.5 
Net freight.__________ __________ ________________________ 263.0 
C>ther dollar payments_________________________________ 93.0 93.0 

1---------1·---------1---------
Total____________________________________________ 1,930.5 368.7 127.6 

1, 171.2 
263.0 

1,434.2 

1 Includes (in millions): Machinery, transportation equipment, and business machines, $173; chemic I , 
... 43; copper, $19; lead, $9; zinc, $11; hides and skins, $32; wool, $26; cotton textil s, $31. 
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Import 

TABLE 6.-Greece 

Total 
imports 

Possible sources and distribution 
of financing 

Greek 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains___________________________________________ 47.4 ------------ ------------ 47.4 
Coarse grains_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 4. 8 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 4. 8 

Fats and oils------------------------------------------- • 8 ------------ ------------ . 8 
Oil cake------------------------------------------------ . 6 --- - -------- ------------ . 6 ... ugar ______________________________ -_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 16. 6 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 16. 6 

Ieat__________________________________________________ 8.8 ------------ ------------ 8.8 
Dairy products ____________________ ----________________ 35. 4 _ __ _ _ __ _ __ __ _ __ __ _ _ _ _ ___ 35. 4 
Eggs ___________________________________________________ _9 ------------ ------------ .9 
Dried fruit_ ____________________________________________ -------- ________________ __________________ • _____ _ 

Rice --------------------------------------------------- .6 ------------------------ .6 Coffee_________________________________________________ _ 2. 7 _ __ _ ___ _ _ __ _ __ _ _ _ __ _____ 2. 7 
Other foods ____________________________________________ • 7 ------------ ------------ • 7 

Subtotal_________________________________________ 119.3 ------------ ------------ 119.3 
Tobacco _____________________________________ ! _________ ------------ ------------ ------------ ------------
Cotton_________________________________________________ 6. 5 ---- -------- ------------ 6. 5 
~itrogen_______________________________________________ 2.4 ------------ ------------ 2-4 
Pho phates-------------------------------------------- ------------ ------------ ------------ -----------­
Potash------------------------------------------------- ------------ -----~------ ------------ ------------Agricultural machinery________________________________ 7. 9 ------------ ------------ 7. 9 
Coal___________________________________________________ .2 ------------ ------------ .2 
lining machinery _____________________________________ ------------------------------------------------

Petroleum products____________________________________ 8. 3 ------------ ------------ 8. 3 
Tilnber________________________________________________ 4.5 ------------ ------------ 4.5 
Iron and steel: 

Finished___________________________________________ 7.0 ------------ ------------ 7.0 
Crude and semifinished ________________________________________ ! ____________________ --- -- ______ -- __ 

Pig rron-------------------------------------------- ------------ ------------ ------------ --------~---crap rron __________________________________________ ------------ ------------ ------------ ------------
Iron ore ____________________________________________ ------------ ------------ ------------ ------------

Trucks------------------------------------------------- 7.3 ------------ ------------ 7.3 
Freight cars ___________________________ --_-------------- ------------ ------------ ------------ ------------2teel equipment _______________________________________________________________________________________ _ 
Tilnber equipment_____________________________________ 1. 0 ------------ ------------ 1. 0 
Electrical equipment___________________________________ 1. 0 ------------ ------------ 1. 0 
Other ilnports ~---------------------------------------- 47.0 37.7 9. 3 ------------

Total commodity imports________________________ 212. 4 37. 7 9. 3 165.4 
~ctfreight_____________________________________________ 49.9 29.4 ------------ 20.5 
Other dollar payments _________________________________ ---- _ --- __ -- ------------ ------------ ------------

Total-------------------------------------------- 262.3 67.1 9.3 185.9 

I Includes (in millions): Machinery, parts and accessories, $13; clothing, $12; chemicals, $7. 
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TABLE 7.-I celand 

Import 

JBread grains _______ ___________________________________ _ 
<Joarse grains __________________________________________ _ 
Fats and oils ____________ ----------- -__________________ _ 
Oil cake _____________________________________ -----------
S~r--------------------------------------------------
~eat __________________________________________________ _ 
Dairy products ________________________________________ _ lGggs __________________________________________________ _ 

Driedfruit---------------------------------------------Itice __________________________________________________ _ 
<Joffee _________________________________________________ _ 
Other foods _________________________________________ ---

Tobac~~~~~~~~~~======::::::::::::::::::::::::========= <Jotton ________________________________________________ _ 
~itrogen ______________________________________________ _ 
Phosphates __________________________ --------- ________ _ 
Potash ________________________________________________ _ 
Agricultural machinery ___________________ -------- ____ _ <Joal __________________________________________________ _ 
~iningmachinery ____________________________________ _ 
Petroleum products ___________________________________ _ 
Timber _______________________________________________ _ 
Iron and steel: Finished __________________________________________ _ 

<Jrude and semifinished ______________ ------------- _ Pig iron ___________________________________________ _ 
Scrap iron _________________________________________ _ 
Iron ore ___________________ ________________________ _ 

Trucks ________________________________________________ _ 
Freight cars _____________________________________ ___ ___ _ 
Steel equipment _______________________________________ _ 
Timber equipment_ ___________________ ---------- ______ _ 
lGlectrical equipment __________________________________ _ 
Other imports 1 ____________________________________ ___ _ 

Total commodity imports _______________________ _ 
Net freight ____________________________________________ _ 
Other dollar payments_---------------------------- ___ _ 

Total ___________________________________________ _ 

Total 
imports 

1.5 
. 5 

1.4 

1.2 

.2 

. 7 

.2 

5. 7 
.I 

.2 

.8 

.9 

1.7 
1.3 

1.0 

11.0 

22. 7 

22.7 

1 Includes (in millions): Fishing and industrial equipment, $9. 

Possible sources and distribution 
of financing 

Icelandic 
dollar 

earnings 

10.0 

10.0 

10.0 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

1.5 
. 5 

1.4 

1.2 

.2 

.7 

.2 

5. 7 
.1 

.2 

.8 

.9 

1.7 
1.3 

1.0 

1.0 

12. 7 

12. 7 
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Import 

• 

TABLE 8.-Ireland 

[In millions of dollars] 

Total 
imports 

Possible sources and distribution 
of financing 

Irish 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains------------------------------------------- 26. 5 ------------ ------------ 26.5 
Coarse grains _________ ---------------------------------- 37. 2 ---- ____ ---- ____ -------- 37. 2 
Fats and oils------------------------------------------- 3.1 ------------ ------------ 3.1 
Oil cake------------------------------------------------ 1. 4 ------------ ------------ 1. 4 
Sugar-------------------------------------------------- 7. 2 ------------ ------------ 7. 2 
~eat--------------------------------------------------- ------------ ------------ ------------ ------------DairY products _____________________________________________________________________ ~ __________________ _ 

~~r:drruit============================================= ---------:7- ============ ============ ----------:7 lRice.-------------------------------------------------- ------------ ------------ ------------ ------------
Coffee-------------------------------------------------- . 6 ------------ ------------ . 6 
Otherfoods-------------------------------------------- 1.3 ------------ ------------ 1.3 

Subtotal----------------------------------------- 78.0 ------·----- ------------ 78.0 

Tobacco .. ---------------------------------------------- 8.3 ------------ ------------ 8.3 
Cotton.------------------------------------------------ 2.0 ------------ ------------ 2.0 
~ Titrogen .. --------------------------------------------- .4 ------------ ------------ .4 
Phosphates-------------------------------------------- ------------ ------------ ------------ -----------­
Potash------------------------------------------------- ------------ ------------ ------------ ------------Agricultural machinery _____ ---- __ -------------_.--.--- 1. 6 _ _ _ _ _ _ _ _ _ __ _ _ __ _ _ _ _ _ _ __ _ 1. 6 
Coal--------------------------------------------------- 11.2 ------------ ------------ 11.2 
~lining machinerY-------------------------------------------------------------------------------------
Petroleum products------------------------------------ 13.0 ------------ ------------ 13.0 
TiDlber·----------------------------------------------- 7.1 ------------ ------------ 7.1 
Iron and steel: 

Finished.------------------------------------------ 1.6 ------------ ·----------- 1.6 
Crude and semifinished.--------------------------- ------------ ------------ ___________ ------------
Pig iron--------------------------------------------------------------------------------------------

!;~~~~~~:-~~~===================================== ============ ==========~ ============ ============ Trucks_________________________________________________ 1.9 ------------ ------------ 1.9 
Freight cars ________________ ---- __ -.. -------------_---_- ------------ ___ L ____ -- _- _____ -. __ --- - _________ - _ 

teel equipment________________________________________ . 4 ------------ ----------- - . 4 
Tilllber equipment ____________ . ____ .---- ____ ._. __ -___________ . _---- ______________ . _______ -- ___ . _______ _ 
Electrical equipment___________________________________ 1. 0 ---------'--- ------------ 1. 0 
Other illlports ~---------------------------------------- 64.1 38.8 ------------ 25. 3 

Total commodity imports________________________ 190.6 38.8 ------------ 151.8 
Net freight_____________________________________________ 1. 7 1. 7 ------------ ------------
Other dollar payments .. ________________________ . ______ ------------ --- __ --- ____ ---- _. _____________ -___ _ 

Total----------------~--------------------------- 192.3 40.5 ------------ 151.8 

I Includes (in millions): Chemicals, $5; machinery and transportation equipment, $12. 

69082-48-28 
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Import 

TABLE 9.-ltaly 

Total 
imports 

Possible sources and distribution 
of financing 

Italian 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

' 

lBread grains___________________________________________ 267.1 ------------ 23.8 243.4 
Coarse grains___________________________________________ 26.7 ------------ 9.5 17.2 
Fats and oils___________________________________________ 30.2 ------------ 9. 5 20.7 
Oil cake·----------------------------------------------- 4.1 ------------ ------------ 4.1 
Sugar__________________________________________________ 2.8 ------------ ------------ 2. 
~eat·-------------------------------------------------- 7.0 ------------ ------------ 7.0 Dairy products_________________________________________ 7. 2 ------------ ------------ 7. 2 
~ggs ___________________________________________________ ------------ ------------ ------------ ----------·-

~i~:~!~~!~============================================= ============ ============ ============ ============ Coffee__________________________________________________ 14.3 ------------ 4. 8 9. 5 
Other foods. _____ ------- ______ --------_________________ 10. 2 --------- ___ ------------ 10.2 

SubtotaL________________________________________ 369.6 ------------ 47.6 322.0 
Tobacco________________________________________________ 4.5 ------------ ------------ 4.5 
Cotton·------------------------------------------------ 149.5 ------------ ------------ 149.5 
~itrogen_______________________________________________ 1.2 ------------ ------------ 1.2 Phosphates _______________________________________________________________________________________ -----
Potash. __________________________________________________________________________________________ ------
Agricultural machinery________________________________ 5.0 ------------ ------------ 5.0 
Coal·-------------------------------------------------- 88.0 ------------ ------------ 88.0 ~ining machinery ____________________________________________________________________________________ _ 
Petroleum products____________________________________ 61.2 ------------ ------------ 61.2 
Timber________________________________________________ 13.8 ------------ ------------ 13. 
Iron and steel: 

Finished.__________________________________________ 6. 9 _____________ ----------- 6. 9 
Crude and semi.finisbed. _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___ 8. 0 _ _ __ _ _ __ __ _ _ _ __ __ __ __ _ _ _ 8. 0 
Pig iron____________________________________________ .9 ------------------------ .9 Scrap iron ______________________________________________________________________________ ----------. _ 
Iron ore·------------------------------------------- ------------ ------------ ------------ ------------Trucks _________________________________________________________ -_.- . -_ --------- ------------ ------------

Freight cars ____________________________________________ ------------ ------------ ------------ ----------·-
Steel equipment._______________________________________ 4. 5 _ _ _ __ __ __ _ __ _ _ _ _ _ __ _ _ _ _ _ 4. 5 
Timber equipment ____________________________________________________________________________________ _ 
~lectrical equipment___________________________________ 7. 0 _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ ___ _ 7. 0 

Other imports 1-----------------------------·----------- 305.8 183.0 60.5 62.3 
Total commodity imports________________________ 1, 025.9 183.0 108.1 734.8 

~ et freight..___________________________________________ 134. 0 _ _ _ _ _ _ __ ___ _ _ ____ __ _____ 134. 0 
Other dollar payments _________________________________________________________________________ --------

Total-------------------------------------------- 1,159.9 183.0 108.1 868.8 

1 Includes (in millions) :Copper, lead, and zinc, $18; wool, $15; bides and skins and leather, $15; machinery, 
$7; fish, $5; naval stores, $3. 
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TABLE 10.-Netherlands and dependencies 

Possible sources and distribution 
of financing 

Import Total 
imports Dutch 

dollar 
earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Breadgrains .. ----------------------------------------- 111.0 ------------ 39.2 71.8 
Coarse grains.------------------------------------------ 70.3 ------------ ------------ 70.3 
Fats and oils.------------------------------------------ 40.5 ------------ ------------ 40.5 
Oilcake------------------------------------------------ 31.4 ------------ 9.5 21.9 
Sugar .. ------------------------------------------------ 6.6 ------------ ------------ 6.6 
~1eat--------------------------------------------------- 4.2 ------------ ------------ 4.2 Dairy products_________________________________________ 1. 7 ------------ ------------ 1. 7 
Eggs.-------------------------------------------------- ------------ ------------ ------------ ------------Dried fruit_____________________________________________ 3. 3 ------------ ------------ 3. 3 
Ftice___________________________________________________ .6 ------------ ------------ .6 
Coffee__________________________________________________ 17.7 ------------ ------------ 17.7 
Otherfoods____________________________________________ 14.6 ------------ ------------ 14.6 

Subtotal.---------------------------------------- 301.9 ------------ 48.7 253.2 
Tobacco________________________________________________ 23.4 ------------ ------------ 23.4 
Cottou_________________________________________________ 32.9 ------------ ------------ 32.9 
Kitrogen _____ -- ___ ------------------------------------- 6. 2 ---- ________ -------- _ --- 6. 2 
Phosphates.------------------------------------------- . 6 ------------ ------------ . 6 
Potash.------------------------------------------------ ------------ ___________ ------------ ------------Agricultural machinery ____ -- ----- ------- _- _--- _- ___ - _- 8. 8 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 8. 8 
Coal ... -----------------------------------------------· 25.8 ------------ ------------ 25.8 
~Iiningmachinery_____________________________________ 2.3 ------------ ------------ 2.3 
Petroleum products------------------------------------ 32.2 ------------ ------------ 32.2 
Timber________________________________________________ 25.2 ------------ ------------ 25.2 
Iron and steel: 

Finished.------------------------------------------ 53.8 ------------ ----------· _ 53.8 Crude and semifinished ___________________________________________________________________________ _ 

Pig iron .. ------------------------------------------------------------------------------------------Scrap iron _________ -_______ . _______________________________________________________________________ _ 

Iron ore----------------~---------------------------------------------------------------------------
Trucks ... ---------------------------------------------- 23.2 ------------ ------------ 23.2 
Freight cars .. ------------------------------------------ ------------ ------------ ------------ ------------
'teel equipment________________________________________ 4. 6 ------------ ------------ 4. 6 

'fimber equipment ____ --------------------------------- ------------ ------------ ------------ ------------
Electrical equipment ... -------------------------------- 6. 3 ------------ ------------ 6. 3 
Other imports~---------------------------------------- 491.3 174.1 110.7 206.5 

Total commodity imports________________________ 1, 038.5 174.1 
• Tetfreight--------------------------------------------- 6.0 6!0 

159.4 705.0 

Other dollar payments.-------------------------------- 91.0 91.0 ------------ ---------------------1----------1---------
Total-------------------------------------------- 1,135.5 271.1 159.4 705.0 

1 Includes (in millions): Industrial machinery and transportation equipment, $193; chemicals, $26; hides 
and skins, $13; copper, lead, and zinc, $15; cotton textiles, $54. 
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Import 

TABLE 11.-Norway 

[In millions of dollars] 

1rotal 
imports 

Possible sources and distribution 
of financing 

Norwegian 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

lBread grains------------------------------------------- 35.9 35.9 ------------ ------------
<Joarse grains___________________________________________ 11.0 11.0 ------------ ------------
Fats and oils.------------------------------------------ 9. 9 9. 9 ------------ ------------
Oil cake________________________________________________ 3. 4 3. 4 ------------ ------------
Sugar__________________________________________________ 9.9 5.1 4.8 ------------
Meat ________ ------.-- ______ ----.---.------------------- ------------ ------------ ------------ ------------
Dairy products _________________________________________ ------------ ------------ ------------ ------------
~ggs _______________________ ; ___________________________ ------------ ------------ ------------ ------------
Dried fruit .. ------------------------------------------- .9 .9 ------------ ------------
~ice ... ------------------------------------------------ .6 .6 ------------ ------------
<Joffee__________________________________________________ 10.6 5. 8 4. 8 ------------
Other foods. -.- --_______________________________________ 2. 9 2. 9 ____________ ------------

SubtotaL.--------------------------------------- 85.1 75.5 9. 6 ------------
1robacco .... -------------------------------------------- 6.2 6.2 ------------ ----------·· 
<Jotton.------------------------------------------------ 3.6 3.6 ------------ --------··-· 
Nitrogen .. --------------------------------------------- ------------ ------------ ------- ---- ------------Phosphates ____________________________________________ ------------------------------------ _____ ------
Potash _____________________________________________________________ ------------ ------------ --------···· 
Agricultural machinery __ ------------------------------ 4. 8 ------------ ------------ 4. 8 
<Joal ___________________________________________________ ------------ ________________________ ------------
Mining machinery __________ ---------- _____________________________________________________ ------------
Petroleum products____________________________________ 15.0 15.0 ------------ --------···-

1rimber ..... ------------------------------------------- ------------ ------------ ------------ ------------
Iron and steel: 

Finished.------------------------------------------ 24.5 5. 6 ------------ 18.9 
<Jrude and semifinished____________________________ 1. 4 ------------ ------------ 1. 4 
Pig iron ____________________________________________ ------------ -------·J·-- ------------ ------·-----
Scrap iron ... --------------------------------------- ------------ ------------ ------------ ------·--··­
Iron ore·------------------------------------------- ------------ ------------ ------------ ------------

1rrucks ... ---------------------------------------------- 2. 5 ------------ ------------ 2. 5 
Freight cars _______ . ___________________________ ------ __________________ . ________ --------- ___ --------· __ _ 
Steel equipment________________________________________ 2.5 ------------ ------------ 2.5 
1rimber equipment ______________________________ ------- ____________________________________ ------------
~lectrical equipment___________________________________ 4.0 ___________ ------------ 4.0 

Other imports 1 __ -------------------------------------- 98.0 51.4 46.6 -------·-··· 

1rotal commodity imports________________________ 247.6 157.3 56.2 34.1 
Net freight ________________________________________________________________________ ...... ________ ••....• 
Other dollar payments_________________________________ 6.0 6.0 ------------ ---·····--·-

1rotal ___________________________________________ _ 
253.6 163.3 56.2 34.1 

t Includes (in millions): Machinery and transportation equipment, $46. 
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TABLE 12.-Portugal and dependencies 

Possible sources and distribution 
of financing 

Import Total 
imports Portuguese 

dollar 
earnings' 

SourcPs 
other 

than new 
United 
States 
funds 

New 
Urtited 
States 
funds 

Bread grains___________________________________________ 33.4 33.4 ------------ ------------
Coarse grains___________________________________________ 7. 3 7. 3 ------------ ------------
Fats and oils___________________________________________ 3.1 3.1 _______________________ _ 
Oil cake _______________________________________________________________________________________________ _ 
sugar_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 6. 1 6. 1 _ _ _ _ _ _ _ _ _ _ _ _ _ __________ _ 

1feat--------------------------------------------------- 1.9 1.9 ------------ ------------Dairy products _____________________________________________________________________________ ------------
Eggs___________________________________________________ .6 .6 ------------ ------------
Dried fruit ____________________________________________________________________________________________ _ 
Ftice __________________________________________________________________________________________________ _ 
Coffee__________________________________________________ . 7 . 7 ------------ ------------
Other foods _________________________________ : _________________________________________________________ _ 

Subtotal_________________________________________ 53.1 53.1 ------------ ------------
Tobacco ___________ -------- __ ---------------_---- ___ ---- 4. 1 4. 1 _______________________ _ 
Cotton_________________________________________________ 2.0 2.0 _______________________ _ 
.·itrogen_______________________________________________ 3.4 3.4 _______________________ _ 
Phosphates _________________ ----------------- _________________________________________________________ _ 
Potash _____________________________________________________________ ------------ ------------ ___________ _ 
Agricultural machinery________________________________ 3.1 3.1 ------------ ___________ _ 
CoaL__________________________________________________ 9. 5 9. 5 ------------ ------------
~lining machinery _____________________________________ ------------------------ ____________ ------------
PetroleUin products____________________________________ 10.0 10.0 ------------ ------------
Timber------------------------------------------------ 4. 5 4. 5 ------------ ------------
Iron and steel: 

Finished___________________________________________ 6.4 6.4 ------------ ------------
Crude and semifinished ________________________________________ ------------ ____________ ------------
Pig iron ________________________________________________________ ------------ ____________ ------------
Scrap iron _________________________ --------- _______________________________________________________ _ 
Iron ore ____________________________________________ ------------ ------------ ------------ ------------

Trucks_________________________________________________ 7.0 7.0 ------------ ------------
Freight cars ____________________________________________ ------------ ------------ ------------ ------------
teel equipment ________________________________________ ------------ ------------ ------------ ___________ _ 

Timber equipment _____________________________________ ---- ___________________________________________ _ 
Electrical equipment___________________________________ 2. 0 2. 0 ------------ ------------
Other imports 2---------------------------------------- 31.8 31.8 _______________________ _ 

Total commodity imports________________________ 136.9 136.9 ____________ ------------
Net freight_____________________________________________ 7. 4 7. 4 ------------ ------------
Other dollar payments _________________________________ ------------ ------------ ------------ ___________ _ 

Total ___________________________________________ _ 144.3 144.3 

1 Including drawings of $72 million on gold and foreign exchange resources. 
2 Includes (in millions): Fish, $6; machinery and transportation equipment, $7; textiles and bagging, $1 
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Import 

TABLE 13.-Sweden 

Total 
imports 

Possible sources and distribution 
of financing 

Swedish 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

JBreadgrains_____ ______________________________________ 19.1 14.3 4.8 ------------
Coarse grains___________________________________________ 5. 9 5. 9 ------------ ------------
Fats and oils___________________________________________ 7. 7 7. 7 ------------ ------------
Oil cake________________________________________________ 11.8 11.8 ____________ ------------
Sugar-------------------------------------------------- 7. 3 2. 5 4. 8 ------------
~eat _________________ -------------------------------- 5.1 5.1 ------------ ------------Dairy products ____________________________________________________ - _ ----------- ------------ ------------
~ggs ___________________________________________________ - ---------- ------------ ------------ ------------
Dried fruit.____________________________________________ 1. 7 1. 7 _ _ _ _ _ _ _ _ _ _ _ _ _ _- __ -------
Itice________________ ___________________________________ 1.1 1.1 ------------ ------------
Coffee__________________________________________________ 30. 4 16. 1 14.3 _ -----------
Other foods____________________________________________ 11.1 11.1 ------------ ------------

SubtotaL________________________________________ 101.2 77.3 23.9 ------------
Tobacco_________ _______________________________________ 9. 6 9. 6 ____________ ------------
Cotton __________________ . __ . _______________ . ______ .. ___ 2Q. 4 29. 4 ____________ --- •. -------
Nitrogen_______________________________________________ 1. 2 1. 2 ------------ ------------
Phosphates_______ _____________________________________ . 5 . 5 . ______ . ____ -.-.-----.--
Potash _____________________________________________________________ ------------ ____________ ------------
Agricultural machinery ____________________________ .___ 12. 7 _____ . _________ . _ _ ___ __ _ 12. 7 
Coal __________ ____________ ---------------------------- ------------ ------------ ------------ ---------·--
~ining machinery _____________ . __ . ______________ . _____ . ______________________ . __ . __ ..• _____ -- .. ------. 
Petroleum products ________ . ___________ . _____ . __ .______ 58. 3 5 . 3 _ .. _________ ---.---- •• --
Timber ___ _______ ______ ________________________________ ------------ ____________ ---------------------··-
Iron and steel: 

Finished___________________________________________ 27.1 27.1 ____________ ------------
Crude and semifinished ___________ . ____________________________ - ___ .---- .. - . -- :_-- ----- ---- --··- -- • 

~~~a~0~on~~~=:::::::::::::::::::::::::::::::::::::: :::::::::::: :::::::::::: :::::::::::: :::::::::::: 
Iron ore ________________________________________________________ ------------ ------------ -·-·· ------

Trucks_________________________________________________ 12.2 ------------ ------------ 12.2 

:r::r~~~~~ent_----~====== === == ::::::::::::::::::::::::: === :::: ===== ===:::::: ::: : ==:: == ==: :: :::::::::::: 
Timber equipment _____________________________________ ------------ ---------·-· ------------•------- ----
~lectrical equipment_ ________________________________ ._ 8. 0 _____ . __ ••. ________ -- •• • 8. 0 
Other imports~---------------------------------------- 238.3 219.5 18. 1- ----------

Total commodity imports ______________ -·________ 49 . 5 422. 9 42. 7 32.9 
Net frPight _____________________________________________ ------------ ------------ ------------ ------------
Other dollar payments _________________________________________________________ ---- .. ------ -----

1----
TotaL ________________ ·___ __ ____ __ __ _ ______ _ _ _ _ __ _ 498. 5 ~22. 9 42. 7 32.9 

I Includes (in millions): Copper, $16; lead, $6; chemical!, $53; machinery and transportation equipment 
~8. . 
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Import 

TABLE 14.-Switzerland 

Total 
imports 

Possible sources and distribution 
of financing 

Swiss 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains _____________________________________ ;_____ 55.2 55.2 ------------ ------------
Coarse grains ________________________________ ~---------- 43.8 43.8 ------------ ------------
Fats and oils___________________________________________ 8. 5 8. 5 ------------ ------------
Oil cake __________ ----------_-------------------________ 2. 2 2. 2 _______________________ _ 
Sugar·------------------------------------------------- 20.4 20.4 ------------ ------------11eat___________________________________________________ 6. 7 6.7 ------------ ------------
Dairy products _____________________________________________ -------- ___________________________________ _ 
Eggs___________________________________________________ 6.1 6.1 ------------ ------------
Dried fruit_ __ ------------------------------------------ . 2 . 2 ------------ ------------
RiCE'--------------------------------------------------- • 1. 4 1. 4 ------------ ------------
Coffee ... ----------------------------------------------- 11.2 11.2 ------------ ------------
Other foods-------------------------------------------- 9.5 9.5 ------------------------

Subtotal.---------------------------------------- 165.2 165.2 ------------ ------------
Tobacco .. ---------------------------------------------- 8.4 8.4 ------------ ------------Cotton_________________________________________________ 14.0 14.0 ------------ ------------
• Titrogen---------------- ------------------------------- ------------ ------------ ------------ ------------Phosphates ____________________________________________ ------------------------------------------------
Potash _________________________________________________ ------------ ------------ ------------ ------------
Agricultural machinery ____ ---------- _______ -------____ 1. f\ 1. 6 _______________________ _ 
Coal·-------------------------------------------------- 4.0 4.0 ------------ ------------
11ining machinerY------------------------------------- ------------ ------------ ------------ ------------Petroleum products____________________________________ 12.0 12.0 ------------ ------------
'fiDlber________________________________________________ 1.6 1.6 ------------ ------------
Iron and steel: 

Finished___________________________________________ 27.5 27.5 ------------ ------------
Crude and semifinished____________________________ 1. 4 1. 4 ------------ ------------
Pig iron____________________________________________ • 2 . 2 ------------ ------------
:'crap iron __________________________________________ ------------ ------------ ------------ ------------
Iron ore.------------------------------------------- ------------ ------------ ------------ ------------Trucks_________________________________________________ 1.0 1.0 ------------ ------------

Freight cars ___ -------------------------_--------------- ------------ ------------ -----.------ ___ . _______ _ 
Steel equipment·--------------------------------------- ------------ ------------ ------------ ------------'l'imber equipment ______ ------- _____________ ------- ____ ------------ _________________________ -------- __ _ 
El ctrical equipment___________________________________ 1. 0 1. 0 ------------ ------------
Other iDlports ~---------------------------------------- 187.0 187.0 ------------ ------------

Total commodity imports________________________ 424.9 424.9 ------------ ------------
.Tetfrcigbt_____________________________________________ 110.0 110.0 ------------ ------------
Other dollar payments ________ . ___ . ______ .-----_------- ------------ ------------ -----------. ---. _______ _ 

Tota12------------------------------------------- 534.9 534.9 ------------ ------------

1 Includes (in millions): Machinery and transportation equipment, $44; chemicals, $30; copper, $11; instru­
ments and apparatus, $ll. 

2 Switzerland has net dollar earnings on current account. 
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TABLE 15.-Turkey 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
imports Turkish 

dollar 
earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

JBreadgrains ___________________________________________ ------------ ------------ ------------------------
<Joarsegrains •• ~---------------------------------------- ------------------------------------------------Fats and oils ___________________________________________ ------------ ------------ ------------ ------------
Oil cake ___________________________________________________________________________________________ ----· 
Sugar __________________________________________________ ------------ ------------ -------·---- ------------
~eat ___________________________________________________ ------------ ------------ ------------ -----------· 
Dairy products _____________________________________________________________________________________ ----
~ggs __________________________________________ , ________ ------------ ------------ ------------ ------------
Dried fruit _____________________________________________ ------------ ------------ ------------ ------------
~ice ___________________________________________________ ------------------------------------------------
<Joffee__________________________________________________ . 3 • 3 ------------ ------------
Other foods __________________________________________ -- _______ -- --- __ ----- ----- ------------ ------------

SubtotaL________________________________________ . 3 o. 3 ________________ ------- _ 

~~~t~~~::~============================================= ============ ============ ============ ============ Nitrogen_______________________________________________ .6 .6 ------------ ------------
Phosphates __________________________________________ -- ___ --------- ------------ ------- ---·- ------------
Potash _________________________________________________ ------------ ------------ ------------ ------------
Agricultural machinery_________________________________ 7. 9 7. 9 ------------ ------------

~~hlg maclib:leiY = = == = = == = == = = = = == = = = = = = = = = = = == == = = == = --------1: o- --------1: o- = = = ====== === = = = = ======== Petroleum products____________________________________ 7. 5 7. 5 ------------ ------------
Timber ________________________________________________ ------------------------------------------------
Iron and steel: 

Finished _________________________________________ .. 5. 0 5. 0 ____________ . _______ ----
<Jrude and semifinished _____________________________ ------------ ------------ ------------ -----------· 
Pig iron __________________________________________ . ________ -- --- ___ ------ --- ------------ ------------
Scrap iron ____________________________________ - ___ -- __ -_----.--- -- .. -------- ------------ ------- -~--· 
Iron ore ____________________________________________ ------------ ------------ ------------ ------------

Trucks_________________________________________________ 9.0 9.0 ------------ ------------
Freight cars ____________ . ______ . ______________________ -- ___ ---. ----- ------------ ------------ --- ·---- ---· 
Steel equipment ____ • __________ . __________ . _____________________ . ________________________ -- ---.----- •.• 
Timber equipment ______ . _________________ . _________ .__ . 4 . 4 __________________ ....•• 
~lectrical equipment ___________________ ._______________ 2. 0 2. 0 ___________ . _________ .•. 
Other imports 1 ____ •• _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ __ _ _ _ _ _ _ _ 25. 2 25. 2 _____ •• ______________ ••• 

Total commodity imports________________________ 58.9 
Net freight__ ___________ --------------__________________ 4. 7 
Other dollar payments_________________________________ 5. 4 

1-----1 
Total2___________________________________________ 69.0 

58.9 
4. 7 
5.4 

69.0 

t Includes (in millions): <Jhemicals, $6; machinery and precision instruments, $4. 
2 Turkey has small net dollar earnings on current account . 

\ 
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TABLE 16.-United Kingdom and dependencies 

Import 

Bread grains __________________________________________ _ 
Coarse grains _________________________________________ _ 
Fats and oils ______ ------------ __ -------- ______________ _ Oil cake _______________________________________________ _ 

Sugar--------------------------------------------------11eat __________________________________________________ _ 
Dairy products ________________________________________ _ 
Eggs---------------------------------------------------Driedfilllt _______________________________________ 1-----

Ftice.--------------------------------------------------Coffee _________________________________________________ _ 
Other foods ___________________________________________ _ 

Total 
imports 

436.4 
121. 7 
128.3 
43.1 

147. 1 
329.5 
164.2 
75.9 
17. 1 
37.9 
18.0 
61.0 

Possible sources and distribution 
of financing 

United 
Kingdom 

dollar 
earnings 

Sources 
other 

than new 
United 
States 
funds 

238. 1 
38.1 
38.1 
19.0 
19.0 
33.3 

4.8 

New 
United 
States 
funds 

198.3 
83.6 
90.2 
24. 1 

128.1 
296.2 
164.2 
75.9 
17.1 
37.9 
13.2 
61.0 

---------1-----1-----
Subtotal_________________________________________ 1,580.2 ____________ 390.4 1,189.8 

Tobacco________________________________________________ 160.4 ------------ ------------ 160.4 
Cotton_________________________________________________ 226.6 ------------ ------------ 226.6 
~itrogen_______________________________________________ 1.4 ------------ ------------ 1.4 
Phosphates-------------------------------------------- .5 ____________ ------------ .5 Potash _________________________________________________ ------------ ____________ ------------ ------------
Agricultural machinery _______________________ :________ 20.8 ------------ ------------ 20.8 
CoaL-------------------------------------------------- 12.1 ------------ ------------ 12.1 
11iningmachinerY------------------------------------- 32.6 ------------ ------------ 32.6 Petroleum products____________________________________ 190.6 190.6 ------------ ------------
Timber________________________________________________ 212.8 156.3 ------------ 56.5 
Iron and steel: 

Finished___________________________________________ 14.3 14.3 ------------ ------------
Crude and semifinished____________________________ 56.0 56.0 ------------ ------------
Pig iron. ___________________ -___ -_------------------ ------------ ------------ ------------ ------------Scrap iron _________________________________________________________________________________________ _ 
Iron ore____________________________________________ 8.8 ------------ ------------ 8.8 

Trucks _________________________________________________ ------------ ------------ ------------ ------------
Freight cars ______________ ------- ______ ----------------- ------------ ------------ ------------ ------------
Steelequipment---------------------------------------- 8.5 ------------ ------------ 8.5 Timber equipment_____________________________________ 1. 7 ------------ ------------ 1. 7 
Electrical equipment___________________________________ 40.5 ------------ ------------ 40.5 
Other imports 1_ --------------------------------------- 1, 622.4 1, 594.5 27.9 ---,--------

Total commodity imports________________________ 4, 190.2 2, 011.7 418.3 1, 760.2 
~etrreight_____________________________________________ 59.0 59.0 ------------ ------------
Other dollar payments--------------------------------- 62.0 62.0 ------------ ------------

Total ___________________________________________ _ 4, 311.2 2, 132. 7 418.3 1, 706.2 

1 Includes (in millions): Chemicals, $109; copper $80; tin. $44; lead, $37; zinc, $35; aluminum, $75; wood 
pulp, $48; newsprint, $24; hides and skins and leather, $87; machinery and equipment, $371; fish, $29; wool, 
$33. 

• 
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TABLE 17.-Western Germany, bizone 

[In millions of dollars] 

Possible sources and distribution 
of financing 

Import Total 
imports Bizonal 

dollar 
earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

Bread grains___________________________________________ 284.6 ------------ ------------ 284.6 
Coarse grains__________________________________________ 54.1 ------------ ------------ 54.1 
Fats and oils___________________________________________ 24. 5 _ ___ __ ______ _ __ _ _ ___ _ ___ 24.5 
Oil cake ____________________________ --------- _________ -- ----- ___ ---- ------------ ------------ ------------
Sugar _________________________ ---------________________ 27. 5 ______ ____ _ _ __ __ _____ ___ 27. 5 
Meat___________________________________________________ 6. 2 ------------ ------------ 6.2 
Dairy products_________________________________________ 9. 9 ------------ ------------ 9. 9 
lGggs ___________________________________________________ ------------ ------------ ------------ ------------
Dried fruit_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 5. 5 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 5. 5 
Itice ___________________________________________________ ------------ ------------ ------------ ------------
Coffee__________________________________________________ 2. 2 ------------ ------------ 2. 2 
Other foods____________________________________________ 23. 9 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 23. 9 

SubtotaL________________________________________ 438. 4 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 438. 4 
Tobacco_______________________________________________ 16. 1 ___ _ _ _ _ _ _ _ _ _ __ ___ _ ___ __ _ 16. 1 
Cotton_________________________________________________ 6tl. 5 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 66. 5 
Nitrogen_______________________________________________ 12. 0 ___ _ _ __ _ _ __ _ _ _ _ _ _ __ __ ___ 12. 0 
Phosphates.___________________________________________ 1. 1 ___ _ _ _ _ _ _ _ __ _ ___ _ _ _ ___ __ 1. 1 
Potash _________________________________________________ ------------ ------------ ------------ ------------
Agricul tw·al machinery_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 8. 4 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 8. 4 
Coal ___________________________________________________ ------------------------------------------------
Mining machinery------------------------------------- 28.0 ------------ ------------ 28.0 Petroleum vroducts_ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ ___ _ _ _ _ _ _ ___ 22. 5 __ ___ _ ___ __ _ __ __ ____ _ _ _ _ 22. 5 
Timber ________________________________________________ ------------------------------------------------
Iron and steel: 

Finished. ________________________________________ .- --- ... ------ ------------ ------------ ------------
Crude and semifinisbed ____________________________________________________________________ --------
Pig iron ____________________________________________ ------------ ------------ ------------ ------------
Scrap iron __________________________________________ -____ . __ - --- . ----------- ------------ ------------
Iron ore ____________________________________________ ------------ ------------ ------------ ------------

Trucks_________________________________________________ 9.4 ------------ ------------ 9.4 
Freight cars____________________________________________ 60.0 ------------ ------------ 60.0 
Steel equipment_ ___________________________________________________________________________ -----------· 
Timber equipment_____________________________________ . 3 _ _ _ __ _ _ __ _ __ ____ __ _ __ ___ . 3 
lGlectrical equipment___________________________________ 5. 0 __ ___ _ __ _ __ _ _ _ _ ___ _ _ _ __ _ 5. 0 
Other imports~---------------------------------------- 212.4 99.6 ------------ 112.8 

Total commodity imports________________________ 880.1 99.6 ------------ 780.5 
Net freight_____________________________________________ 134. 0 _ ____ _ _ ____ _ ____ _ _ __ ____ 134.0 
Other dollar payments _________________________________ -- __ ---- ___ - ___ ------- __ ------------ ------------

Total 2------------------------------------------- 1,014.1 99.6 ------------ 914.5 

t Includes (in millions): Copper, lead, and zinc, $18; bides and Rkins, $9; RPeds, $22. 
2 In addition to 'ts dollar requirements for imports from the Western Ilemisphere, bizonal Orrmany 

will have an uncovered dollar deficit of $200 millions with nonparticipating countries outside tho Wr tern 
Hemisphere. This deficit is made up of the following items (in millions): Wool, $71; hemp, $6.5; lend, 10; 
coarse grains, $28.5; cotton, $16.6; other raw material>, $26.6; freight, $26. • 
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T A BLE 18.-Germany, French zone 

Import 

Bread grains __________________________________________ _ 
Coarse grains __________________________________________ _ 
Fats and oils ___________________________ _______________ _ 
Oil cake ________________________ -______________________ _ 
~ugar-------------------------------------------------­
• Ieat------ - --------------------------------------------Dairr products __________ - _____ -_-------- _____________ _ 
Egss---------------------------------------------------J)ried fruit ____________________________________________ _ 
Ftice __________________________________________________ _ 

C offee ________ ---------------------:--------------------Other foods ___________________________________________ _ 

Subtotal ________________________________________ _ 
1'obacco ______________________ _________________________ _ 
Cotton ________________________________________________ _ 
.?itrogen ____________ : _________________________________ _ 
Phosphates ___________________________________________ _ 
Pota h ________________________________________________ _ 

Agricultural machinery __ - _____ - __ ---------------------
Coal ---------------------------- ----------------------1\ I ining machinery _______ - _____ -_---------_-_-_-_------
I'etroleum products ______________ ---------_-- ___ -------Tlinber _______________________________________________ _ 

Iron and st<>el: Finished __________________________________________ _ 
Crude and semi-finished ________ --- ______________ -_ 
Pig iron ______ --- ____ --_----------------------------Scrap iron __________________________ -______________ _ 
Iron ore ___________________________________________ _ 

1'rucks ________________________________________________ _ 
Freight cars ____________________ -_-_-_------------- - ----
~tel equipment _______________________________________ _ 
'l imher equipment _____________________ -_-_-_-_--------
Elt>ctrical equipment ___________________ ---_------------
Other imports __________________________ - __ --_----------

Total commodity imports _______________________ _ 
• ret freighL------------------- -"------------------------
Other dollar payments ___________________ --------------

'l'otnl ___________________________________________ _ 

Total 
imports 

44.6 

1.6 

. 3 

46.5 
2. 0 

16. 7 

1. 1 

8.7 

. 7 

16.2 

91.9 
1.3 

93.2 

Possible sources and distribution 
of finan cing 

French 
zone 

dollar 
earnings 

11. 5 

11. 5 
1.3 

12.8 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

44. 6 

1. 6 

. 3 

46.5 
2.0 

Hi. 7 

1. 1 

8. 7 

. 7 

4.7 

80.4 

80.4 
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Import 

TABLE 19.-Germany, Saar 

Total 
imports 

Possible sources and distribution 
of financing 

Saar 
dollar 

earnings 

Sources 
other 

than new 
United 
States 
funds 

New 
United 
States 
funds 

~~f:~~ir~~-:~======================================== --------~~~- ~~~~~~~~~~~~ ============ ~~~~~~~~~~~~ Oil cake ______________________________________________ -- __ ---- _____ - ---.. ------- -.---------- ------.---.-
Sugar__________________________________________________ 1.0 1.0 ------------ ------------
~eat___________________________________________________ .8 .8 ------------ ------------

~:i~~-~~~~~~~s::~~=~=~~~~~~~~~=~~=~~~~~~~~~~==~~~=~~~~~ ~~~~=~~~~~~~ ~~~~~~=~~~~~ ~~~=~~~~~~~~ ~~~~======== Dried fruit ___________________ -------------------------- ------------ ------------ ------------ ------------Itice ___________________________________________________ ------------ ------------ ------------ ------------
Coffee __________________________________________________ ------------ ------------ ------------ ------------
Other foods ___________________ --------- ___ ------------- ___ --------- ------------ ------------ ------------

Sub-totaL_______________________________________ 9. 4 2. 4 ------------ 7. 0 
Tobacco________________________________________________ .3 .3 ------------ ------------
Cotton. ____________________ ---- _________ --------------- ------------ ------------ ------------ ------------Nitrogen _______________________________________________ ------------ ------------ ------------ ------------
Phosphates _________________________ ------------------- ------------ ------------ ------------ ------------Potash _________________________________________________ ------------ ------------ ------------ ------------

~~~i~~~t~~~~~~~~~:~~~=======~====~===~~====~===~~~== ====~==~==== ==~==~= = ==== ===~===~===~ ~==~===~==== ~ining machinery_____________________________________ 3. 9 _____________________ • _ _ 3. 9 
Petroleum products ____________________________________ ------------ ------------ ------------ ------------
Timber. _______________________________________________ ------------------------------------------------
Iron and steel: ' 

Finished ___________________________________________ ------------------------------------------------Crude and semifinished _______________________________ . _________________________________ ------------
Pig iron _______ -------- __________________________________________________________________ -----------
Scrap iron __________________________________________ ------------ ------------ ------------ ---------··-
Iron ore ____________________________________________ ------------------------------------------------

Trucks _________________________________________________ ------------ ------------ ----------- - -------···-· 
Freight cars _____________________________ --------------- ------------ ------------ ------------ ------------Steel equipment _______________________________________________________ -------- ------------ ----------·-

~~1:1~~~~~~~~~~~================================== ============ ============ ============ ============ Total commodity imports________________________ 13. 6 2. 7 ___ __ __ __ _ __ 10.9 
Net freight. _____________________________________________________________ ~--- __________________ ---------Other dollar payments ___________________________________________________________________________ ----·-

Total ___________________________________________ _ 
13.6 2. 7 ------------ 10.9 

Thank you very much, Mr. Secretary. 
Chairman EATON. Mr. Secretary, it is very evident that the 

committee is finding you a real gold mine for information we hav be n 
seeking. In fact, you constitute pay dirt. I would like to suggest, 
to give everybody a chance, that we see if we cannot confine our 
questions to about 10 minutes each, Mr. Richards. 

Mr. RICHARDS. I have no questions at this time, ~fr. Chairman. 
Chairman EATON. Mr. Vorys. 
Mr. VoRYS. Mr. Secretary, you have recommended that thi aid be 

in the form of grants and loans. We have had considerable discussion 
on the proposition that the grants could require ultimate repayment in, 
for instance, strategic materials. Members of our committee have 
pointed out that this amounts merely to a restricted type of loan. 
What I want to know is what is wrong with that? 

Secretary SNYDER. In th immediate futur , th diffi ulty would 
be that in figuring this program, the countri s hav tak n into con­
sideration the production and sale of as much of that mat rial a can 
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be handled, as part of their own effort. As time goes on, as they get 
into production, that might be well able to form an important part of 
the program, beyond this earlier period of aid. 

Mr. VoRYS. I appreciate that, and you have stated it quite well­
that for a 4-year period, or a 5-year period, there is no use loading 
down these countries which are dollar-short with dollar liabilities that 
would come due during that period, or with obligations that would 
cut down their dollar resources. 

Secretary SNYDER. Or cut down their supply of equipment, mate­
rials, and food for their own consumption, needed to bring them back 
up to a stable level. 

11r. VoRYS. That is right. 
Secretary SNYDER. Because if we force them to put these dollars 

which we are loaning them into something which is not productive 
toward the reestablishment of their own economy, we would not be 
aiding them. We have figured all of that-what their capacity to 
produce those materials will be during the next 3 or 4 years, what 
they can do under that program-and have tied it into their self­
help. The aid we are proposing is over and above that. 

11r. VoRYS. Yes. 
Secretary SNYDER. As you say, when we go beyond the period of 

aid, and the countries get stabilized and get into production, then we 
n1ight give some consideration, in the individual dealings with them, 
as to what might be feasible in that area. 

1Ir. V ORYS. What I cannot understand is why it would hurt a 
country to say to it, in substance, this: "We are furnishing you food 
and a great many other things you need, subject to your repaying us 
in X strategic material, of which you and I both know that you have 
excess supplies which have not yet been developed. You do not need 
to make any payment for 10 years, let us say. But at that time you 
will have to repay, in strategic materials, on the basis of, let us say, 25 
percent of your production." Or some other such percentage. That 
country has the right to pay in dollars rather than strategic materials, 
but has no obligation at all except that, at some period in the future, 
it must repay something that we know perfectly well we are then going 
to need. 

For the life of me I cannot see how that would cripple that country, 
or cripple the recovery plan. 

ecrctary SNYDER. I agree with you, and the Administrator will be 
charged with giving consideration to all those things in making the 
agreements, and determining what shall be loaned and what shall be 
grants-in-aid. If he sees an opportunity, over a long-range period, 
for repayment of a Joan, then he can move over into the .problem of how 
th loan could best be repaid. He has to analyze not only the im­
mediate conditions of the country receiving the loan but the future 
conditions of that country. 

1·1r. VoRYS. Well, the thought was that by having some provision 
in th law, we might help the Administrator a little by not leaving 
him quite so much latitude. We have found an inclination on the 
part of administrators who can make loans or grants, often to make 
the grants because th n they do not have to collect them. If per­
centagewise or otherwise we were to say, "N o,v, so much of this, 
six-sevenths of it, shall have some provision for ultimate repayment 
in kind some day," I think we would be helping th Administrator 
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when these countries come in saying, "We prefer to have a grant rather 
than a loan." 

Secretary SNYDER. 11r. Congressman, you ·will be interested in page 
49 of the background information for the program, ·which says: 

In appropriate circumstances loans made by the United States administering 
agency might contain a provision specifying that in the event circumstances make 
the probability of repayment of the loan in dollars at its maturity date doubtful, 
the participating country may tender or the United States Government may 
require deliveries of materials expected to be in long-term short upply in the 
United States. 

Mr. VoRYS. I am familiar with that suggestion. 
Secretary SNYDER. The point of what you are saying is in complete 

accord with the thinking of the people w·ho are proposing this. 
Mr. VoRYS. '.fhat is all for no\v. 
Chairman EATON. Mr. Courtney. 
Mr. CouRTNEY. No questions. 
Chairman EATON. Mr. Gordon. 
Mr. GoRDON. Mr. Secretary, I want to thank you for your compre­

hensive statement. I have only one question. Is there some ct 
rate of interest contemplated under these stabilization loan ? 

Secretary SNYDER. Will you repeat that question? I am sorry, I 
did not hear it. 

Mr. GoRDON. Is there some set rate of interest contemplated on 
these stabilization loans? 

Secretary SNYDER. No; there has been no rate determined at this 
time. Those long-term stabilization loans are for some time in the 
future. We are merely mentioning those here because I ·want to give 
you the complete thinking, so that if a proposal for stabilization loan 
should come up at some time and I were to be around, you should not 
say, "Why did you not tell me that before?" We n1ight con id ~r 
stabilization loans an appropriate thing later on, as w sc tho e 
countries stabilized and moving ahead, wher just a little xtrn. help 
of a stabilization loan might be of assistance to them. But it is too 
early to talk about that now, because it might not happen for 3 or 4 
years. 

Mr. GoRDON. I suppose, too, that the rate of interest ·would vary 
as to different countries? 

Secretary SNYDER. It has to. Of n cc ity, it has to. 
Mr. GoRDON. And the amount of loan also? 
Secretary SNYDER. Not only the amount of loan, but th typ of 

rate structure that existed from country to country. If you go into 
the international loans we have made over a p riod of y urs, you will 
find rnany rates. There may be a pattern of rate , but there i no 
precise rate. That is a negotiated matter. 

Mr. JARMAN. Will the gentleman yield? 
Mr. GoRDON. Yes. 
Mr. JARMAN. Mr. Secretary, as I und rstand it, the basis on whi ·b 

it has been decided whether these funds ar to b allocat d a loans or 
grants is the opinion of these people who have studied the question 
as to the ability of the various countries to pay. 

Secretary SNYDER. It will be the Administrator who d terrnin s 
that. It will not b a pr d t rmination n1ade now, but it will b th 
Administrator's duty to d tennine th ir ability to pay when he is 
negotiating the arrangem nts with the various countri s. 
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~1r. JARMAN. I suppose that explains the leeway in the testimony ' 
we have heretofore received, to the effect that the loans would be 
between 20 and 40 percent of the total. 

Secretary SNYDER. There necessarily has to be a spread there. 
Mr. JARl\IAN. The Administrator ·would decide that? 
Secretary SNYDER. Yes; and we do not "'-ant to narrow that down, 

because we want him to make just as many loans as he possibly can, 
measured against the countries' ability to pay, and we do not want to 
say today that a certain percentage \vill be loans and have everybody 
set that as their goal. We \Vant the Administrator to be charged 
with doing the best job he can, and making as many loans as he 
possibly can, measuring against a careful analysis of their ability to 
pay. 

11r. JARMAN. But it is now contemplated that the loans will be 
between 20 and 40 percent? 

ecretary SNYDER. That figure has been used; yes. 
11r. JARMAN. Now, 1vfr. Vorys just asked you, if I understood him 

correctly, about stipulating into this legislation the fact that, in due 
course, six-sevenths of it be loans, and one-seventh be grants; and, as 
I understood your reply, you said his thinking coincided with that of 
those \vho are proposing this legislation. Did you mean to say that 
you think it would be desirable for us to tie these countries down to 
pay si."\:-sevenths of this? 

ecretary SNYDER. I did not think I had made any such commit­
ment. 

?\ir. JARMAN. Maybe I misunderstood one of you. 
ecretary SNYDER. No, I do not think I said that. If I did, I 

certainly want to correct it. 
?\ir. JARMAN. Perhaps I misunderstood one of you. 

ecretary SNYDER. No, we were talking about requiring the coun­
tries to pay in materials rather than in dollars, and we were not talking 
about the percentage or anything of that sort. 

~lr. VoRYS. I did not understand that you approved of the per­
centage w·hich I picked out of the air. I would be glad if you did. 

1 eerctary SNYDER. I did not intend to agree, and I did not think 
I did. 

~!r. JARMAN. vVhat would be the danger for us, if instead of six­
sevenths, say, 50 percent \Vere fixed; what would be the dftnger, if, by 
t.hi legi lation, we were to stipulate that England, say, or France, in a 
1 0-v ar p riod, were to repay a considerable amount in strategic 
1natcrials rather than leave it to the coordinator or administrator, 
what would be the danger of, just as soon as we pull these countries 
out, us having, by legislation, created a situation whereby they would 
j u L fall back in to the pond again? 

cretary NYDER. I do not think it would be the best approach, 
to tic down any specific p rcentage that must be made in loans, or 
errants-in-aid, or any percentag to be repaid in a certain fashion. 
Having pent my entire lif in the banking business, I 1-no\v that if 
th board of directors ever tries to make too precise a dctermina tion 
of policy, and spells it out too definitely, they put th ir offic rs in a 
very bad position wh n th y start negotiating. A good broad policy 
will produce the best r sults. 

~Ir. JAHMAN. I so thoroughly agree \vith the cr tary that I just 
did not want to run any risl- of the record b ing mi und rstood. 
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Secretary SNYDER. Thank you very much. 
Mr. VoRYS. 1v1r. Secretary, 'vere you ever on a board of directors 

that authorized the president of the bank to either lend or give away 
all the money in the bank? 

Secretary SNYDER. That is a new field of banking, Mr. Vorys. 
Mr. MuNDT. Mr. Secretary, I want to pursue this for a moment. 

It seems to me that the criterion which you spell out on the first page 
of your testimony does not quite represent the process of administra· 
tion which you have been discussing here with Mr. Vorys and Mr. 
Jarman, because you list there only two possibilities: grants-in-aid, 
which are gifts, absolutely, and loans. And the way you describe 
the word "loan," it is something to be paid back in dollars. The 
criterion to be used is the abihty of the countries in years to come to 
pay back the dollars. I think you said in the record that there is a 
third possibility, that an advance of some kind, to be paid back in 
commodities or in critical materinls, after these countries have started 
to get back on their feet, if that is part of the program. 

Secretarv SNYDER. That is not inconsistent with what I have said 
here, because those materials are worth dollars, and if we elect to take 
those materials instead of the dollars, that is just exactly what we 
provide here. 

Mr. MUNDT. But your implication here is that unless they have 
the oppurtunity to convert those raw materials into dollars, which 
many of them may not be able to do, it is then a grant-in-aid. 

Secretary SNYDER. Oh, no. 
Mr. MuNDT. Let me read it to you, Secretary Snyder: 
The criterion--

Secretary SNYDER. I am quite willing to amend the statement to 
include that, because that is our intention. Perhaps I oversimplified 
it. I am considering that if they furnish us materials, those mat rials 
have a dollar value, and, therefore, it would be a question of dollar , 
or so many dollars worth of materiaL So I simplified it by saying, 
"their dollar ability to pay." 

Mr. MuNDT. Then, it is the purpose of the Government, in ofar a 
you speak for it, to consider this third field? 

Secretary SNYDER. It is right in our proposal, on page 49. It is 
spelled out. 

Mr. MuNDT. I know, but, after all, that is your testimony. 
Secretary SNYDER. Perhaps I oversimplified it. I \Vas thinking in 

terms of the dollar ability to pay, which would be mat rial. 
Mr. MuNDT. Do you agree with me that there is a fourth category 

of repayments which they might make, which are repayments in 
services? For example, France owns the radio station in the nan1e 
of the Government. We want to conduct radio programs to help 
the people of Europe realize the motive behind the European recov ry 
progran1, and to answer the lies the Communists are spreading against 
us. Would there be anything wrong, as you se it, for them to rnnke 
certain repayments to us by giving us time on that radio station? 

Secretary SNYDER. Those things hould all be given con ideration 
in the negotiating of the individual loan. 

Mr. MuNDT. Would it not seem to you to be a reasonable way of 
making some repayment? 
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Secretary SNYDER. Personally, I think that n1uch of that should 
be required as part of the program, because it is just as much to their 
interest to get this program into effect as to ours . 

• Ir. ~fu:NDT. V ry good. I agree w1th you. 
Secretary SNYDER. But again you agree with me that if that 

service is worth dollars, that it gets back to the dollar ability to pay. 
1[r. ~ UN'DT. That is correct. In this case it is not, of course, 

because they are not selling that to the American advertisers for 
dollars. 

Secretary SNYDER. That is right. 
~1r. 1IuNDT. I agree that if this progran1 is going to work, we have 

got to put it on the basis that when we start putting coal 1n the 
locOinot1ves, that the train does not stop dead in its tracks, that we 
are going to have to work together with the elimination of customs 
duties and o forth. Therefore, will you tell me why the adminis­
tration has discouraged the meeting which was to be held about now 
in Europe by the British and the French, to begin at this time to 
work out the cooperative agreements whereby they are go1ng to 
bri·1g their economies and their customs systems closer together? 

Secretary SNYDER. I do not kno'v of any such discouragement. I 
nn1 not aware of it. . 

~Ir. ~.IUNDT. Yes. I realize that you are not in the State Depart­
ment. But I thini~ that is a matter of record, or a matter of fact. 
Do you wish to say so1net.hing on that, l\Ir. Ness? 

l\Ir. NEss. No comn1ont. 
~fr. 1\IuNDT. No denial? 
~lr. NEss. I just do not know. 
~lr. l\1 UNDT. I think you will find that to be true, and it is very 

disappointing to me because I would like to see them got under way 
with thi progran1 at once, insofar as working out this mutuality and 
cooperation is concerned. 

Ha-ve you any thought, Mr. Secretary, as to the amount of these 
tabilization loans which a.rc contemplated later in 1948? Is that 

<roing to be a multibillion-dollar proposition, or will that involve just 
a few n1illion dolars? What do you envision in that connection? 

'ccretary SNYDER. I could not possibly make an estimate of that, 
n t this long range. 

1\lr. 11 UNDT. But you do feel, however, that this $6,800>000,000 is 
not a program to cover 15 months, but an installment payment to 
which we are to n1ake further contributions later on during the y ar? 

~ ccretary NYDER. Oh, no; not unless Congress elects to do so by 
L 'ing ·onvinccd that it is a proper thing to do. 

1 lr. l\1 UNDT. That is right. 
Sl'Cretnry SNYDER. That is not part of this particular program, no. 
l\1r. l\1 UNDT. But if you run up an amber light or caution ignal, 

"Do not expect this $6, 00,000,000 to be enough, because it will not 
do it- -" 

~ ecretary SNYDER. I want to make n1.yself perfectly clear. In 
lool-ing ov r our ~ ·pcricnce in the past, in stabilization of e~·changc, 
and nu1intaining a balance of position with a country, it occurred to 
u that thcr\ n1ight arrive a ti1ne when we \Vould dcen1 it advisable 
~nd proprr to consider such a procedure, and I just wanted to flag 
it. I do not l·now whrther it will happrn or not. It is just orne­
thing that has been advan ·cd, something that we hav thought of. 

60082-48-29 
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As the participating countries advance, and we see things moving 
along in pretty good shape, you folks might, yourselves, say, "It 
might be a good idea to set up this stabilization fund." 

Mr. MuNDT. I appreciate your candor in bringing it up. In your 
final paragraph you say: 

It would serve no good purpose to ask the European countries to put their 
own houses in order if we, ourselves, adopt methods which might accentuate 
inflation in the United States * * *· 

In all honesty, I think we should be candid with the country, and 
let them realize that this program, in itself, is accentuating inflation 
in the United States, because necessarily we put the impact of a great 
purchasing power upon supplies which are short, which is an in:fiation­
ary measure. I think we should do something along that line. I do 
not think we should disguise it as a cloak and as having nothing to do 
with the high cost of living, because obviously it does. 

Secretary SNYDER. Yet this program calls for less exports than we 
exported last year; is that not true, Mr. Ness? 

Mr. NEss. That is true. 
Mr. MuNDT. But the exports made last year, together with other 

factors, certainly have precipitated the inflationary rise in the cost 
of living? 
. Mr. NEss. It may have been one of the factors contributing to the 

nse. 
Mr. MuNDT. Well, that is a fact, is it not? . 
l\tfr. NEss. Yes, but this program, however, does not tend to do 

that, beeause it is dropping back in exports. 
Mr. MuNDT. It may not be intensifying it, but it is certainly 

going to contribute, during this cominf; year, to increasing or main­
taining the high cost of living. 

Secretary SNYDER. But it is not adding to the inflationary pressure, 
that is the point I make. 

Mr. MUNDT. It is adding to the vis-a-vis not doing it. It may not 
be adding to the vis-a-vis of 1947. 

Mr. J ONKMAN. Will the gentleman yield? 
Nlr. MuNDT. Yes. 
Mr. ,JoNKMAN. It is not making us sicker than we are. 
1fr. MuNDT. It might be postponing our convale ccnce. I think 

we have to recognize that factor and move into the program, anyhow, 
but I think we should do it with complete honesty to the Arnerienn 
public and say, "This is not only goin.s to cost us taxpayers Inoncy, 
but it is also going to increase the cost of living while it is being done." 
As an economist, you would not deny that, would you? 

Secretary SNYDER. I think it is perfectly obvious that if we arc 
going to put this much of a program through in this country, we arc 
measuring it in terms of much greater stakes. 

Mr. 1\1 UNDT. That is perfectly right. 
Secretary SNYDER. But I do want to say something about this sirk 

country hete. I would, first of all, lik to stay as sick as we are, 
producing more than we ever produced in our history, and making 
greater profits than we ever made. · 

Mr. MALONEY. Vve also have more debt than we ever had, have 
we not, Mr. Secretary? 
. Secretary SNYDER. Well, we arc getting along with it all right. 

Chajrman EATON. Mr. 11ansfield. 
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l\1r. ~1ANSFIELD. l\Ir. Secretary, insofar as inflation is concerned, 
it seems to me that l\1arshall plan or no, unless this Congress takes 
some action, we are still going to have inflation. That is the nub of 
the whole thing. 

Now, I have a few questions I would like to ask. Do you think 
this country is capable of undertaking a project of the magnitude 
envisaged in the 1-Iarshall proposal? 

Secretary SNYDER. I bottom my opinion on the careful study made 
by the various groups which approached that problem. I think yes. 

~1r. ~IAN FIELD. Do you think "\Ve can carry this proposal, and at 
the same time appropriate the funds necessary for universal military 
training? 

Secretary SNYDER. I think we have got to measure both this pro­
granl and universal military training program against a greater 
problen1. It is not purely the economics of it, as apparent today, 
but it is the long-range economics taking into consideration some 
alternatives that we have to face. 

l\1r. 11ANSFIELD. You indicate, then, I presume, that we could 
carry both? 

Secretary SNYDER. If we are able to maintain our present or nearly 
our present level of economy, yes. 

~fr. 11ANSFIELD. Do you think it reasonable to assume that we can 
carry those two proposals, and the tax reduction as contemplated in 
the I(nud on proposal, which I understand will be before the House 
thi n1onth, and ·which \vill mean a los. erring in revenue to the Treasury 
of omething like 5.8 billion dollars? 

ecretary SNYDER. Mr. Congressman, I have stated on a number 
of occasions that I do not believe that while we are faced with these 
particular problems as we are today, and 'vith the present economic 
situation as it is in this country, we should have the lowering of reven­
ues available at this time. 

~Ir. l\IA~SFIELD. You think these funds are necessary for the car­
rying out of this particular program, and the reduction in tho national 
debt? 

ccretary SNYDER. That is correct. 
l\fr. :\L-\NSFIELD. That is all, Mr. Secretary. 

hairman EATON. 11r. Smith. 
l\fr. MITH. Mr. Secretary, do you consider it a condition precedent 

that we have a balanced budget before this plan is adopted? 
ocr tary SNYDER. I think we should include any aid in a balanced 

budget. 
~lr. SMITH. In other words, if there is a danger that the budget is 

not going to be balanced, that we should refrain from embarking on 
thi proO'ram. 

ccreE'lry NYDER. Quite the contrary. I think we ought to provide 
this and then see that "\Ve have a balanced budget . 

... Ir. ~ 'MITII. I notice from your remarks on page 5 you stressed the 
fact that countries, by agreement, will concede that they mu t 
stabilize their currency, and their budgets must be balanced, and so 
forth. Do you have any information that you can offer for the record 
to show tlutt these countries arc willing to do that, aside from your own 
stat In nt'? 

' crctary SNYDER. Oh, yes; they proposed it thems lves. It \Vas 
included in the original proposal, the Paris proposal. 
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l\lr. SMITH. Do you feel that--
SeCJetary SNYDER. I quoted from it in my statement, ~1r. Congress-

mall, as to just what they agreed to undertal:e. 
1-fr. SMITH. "'~here is that, please? 
Secretary SNYDER. At the top of page 5: 
At the Paris meeting the 16 participating countrie undertook to apply any 

necessary measures leading to the rapid achievement of internal financial, mone­
tary, and economic stability while maintaining in each country a high level of 
employment. 

That was all spelled out, the balancing of the budget, and stabilizing 
of their internal economy. They all agreed to that in the meeting. 

Mr. SMITH. Since that meeting, has there been any movement in 
that direction that you know of? 

Secretary SNYDER. In a number of countries; yes, sir. 
Mr. SMITH. Which ones? 
Secretary SNYDER. Italy, France, several of the other countries 

where studies are under way, but the most progressive movements 
have been made in those two countries. 

Mr. SMITH. In other words, by these agreements we are going to 
impose certain conditions? 

Secretary SNYDER. Definitely. 
1-tlr. SMITH. There has been some publicity to statements from 

people in Europe to the effect that if the American plan nvisages any 
den1ands or any strings, that they are not interested. As a matter of 
fact, in our trip last fall, an official of one of the governments said, 
"If you offer us aid, and attach strings to it, we do not want your aid." 
I think there is a growing feeling, in some of those countries, to the 
effect that if we restrict this program in any way which does not me t 
with their approval, they do not want it. Do you have any infor­
mation to that effect? 

Secretary SNYDER. No, sir; I have not, presently. 
Mr. MUNDT. I think the record should show that that was not one 

of these 16 countries. 
Mr. SMITH. It was not? 
1\tfr. MuNDT. No. 
Mr. SMITH. It vvas. 
Chairman EATON. Mr. Javits. 
Mr. JAVlTS. Mr. Secretary, on your trip to Europe~ did you find 

that one of the basic things lacking in Europ \Va c nfi nee by th · 
people in their own governm nts and their own urT ncics? 

Secretary SNYDER. That was almost universal. 
Mr. JAVITS. And do you feel that such conf~cl 'nee would b • rnn­

terially reestablished if there were stahl ·urr ncies in those ountries? 
Secretary SNYDER. Definitely. 
Mr. JA VITS. Therefore, would you not advise on. idPrincr V<'l'Y 

seriously some means by which, as part of this Euro ) •an n·eo <·r 
program, we could help in the stabilization of t.hos' UJT<'ll ·ics uwr • 
promptly perhaps than is indicated in your ill( moran hun'? 

Secretary SNYDER. That is a d licate qu stion of tirning. .To try 
to sp II out in legislation how· to do it woull he n. difli ·ult thing t 
do. We could provide for the obj ctiv , hut I doubt if we could say, 
"This is the pattern that should be f llo\ved." I think w would hav 
trouble working that out. 

1\{r. JAVITS. What would you think, 11r. S rctn.ry. in vi 'W of the 
lack of confidence which we both obs rvcd, if part of the aid under 
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the European recovery program were made available in gold, instead 
of in paper dollars or credits? V'·l e have a good deal of gold at Fort 
Knox. Why not allow some of this aid in gold? 

Secretary SNYDER. That would come under the stabilization matter 
I talked about. What we are talking about here is getting them in 
motion. 

lvlr. JAVITS. But, Mr. Secretary, if the resources of these countries 
can be materially enhanced by confidence, would it not seem advis­
able to give serious consideration to allowing them some of the money 
in a form which would inspire the greatest confidence? To us it 
should not be unpracticable because we have a good deal of the mone­
tary gold in the world now. 

Secretary SNYDER. Well, I do not know. It would be all right. T 
suppose. We would advance these funds in gold? 

11r. JAVITS. Well, in part. 
Secretary SNYDER. I do not think that would make any great. 

difference. If it was felt that that would create confidence, whether 
it was dollars or gold, and if we have any free gold not t ied up by 
obligations, I am quite sure that that would be just another manner 
of pnyn1ent. 

:\ir. JAVITS. Would you say that some serious consideration should 
be given to that point? 

Secretary SNYDER. The main handicap of the suggestion is that 
we do not intend to make big advance payments. We are going 
to advance money as the program goes along, watching it to see that 
it is n1ecting the needs for which it is set out. So there never would 
be an occasion where we were going to advance funds that would be 
of the size to encourage the sort of thing you are talking about-at 
l<• tin the early stagrs. It is not thf' intention to make big advance 
payments. 

11r. MANSFIELD. Why not make it bimetallic, gold and silver, 
in tead of just gold? 

11r. JAvrTs. I might say to the gentleman that I do not accept that 
amendment. 

Mr. Secretary, I notice on page 6 of your statement that you say: 
I am sure this country does not wi h to dictate to these friendly countries 

either the particular measures they should take, or the exact manner in which 
they hould be taken. 

Docs not the Secretary believe that fiscal measures will figure in 
the bilateral agre mcnts between us and the benefited countries? 

Secretary SNYDER. By all means; but by my language there I mean 
we arc not going to t ll them: "You have to put on a certain type of 
t) ·p " or "You arc o-oin<Y to have to set up a certain arr no· In nt 

• ' b to> b 
townrd this end." W' will give them the principl s, and then we will 
hav(' to watch as they go along, and if th y arc not following those 
princ·iplcs, tl at is when we can cut aid off . 

.~. Ir. ,JA vrTs. Suppo c w arc conYmccd that their actions arc un­
conomi ·, cm1 we turn tl c trcan1 of aiel on or off'? 

._ •cr tary SNYDER. Always. 
1Ir. JAVITS. Will the Treasury have anything to do with the turning 

th • nid on or ofl', or is that olcly the dcci ion of the 'c ·r tary of 
' L tP '? As I rrn,d thi , it is. 

ccretary RNYDER. The NAC is in consultation at all times, and 
' e have found it to he very 0ffcctive up to date. If you talk to the 
Export-Import Bank officials, they will tell you th rc is a very fine 
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working arrangement between the NAC and the bank, and they 
welcome the type of consultation we give on the Council as to whether 
that i'> proper or this is proper. I am quite sure the Administrator 
will be delighted to have the advice of the Council in his work. 

Mr. JAVITS. Is there any reason why there should not be a disclosure 
to countries to be benefited under this European recovery progran1 of 
those of their citizens who have private investments in our country, 
whether or not they are blocked? 

Secretary SNYDER. We are working on that program right now and 
I hope to have a proposal on this very shortly. 

Mr. JA VITS. Do you believe that we must have some mechanism 
by which American foreign policy should be observed by pri \·ate 
investors in the ERP countries in return for the guaranties of con­
vertibility and withdrawal of the foreign exchange involved, which 
are proposed in the administration's ERP bill? 

Secretary SNYDER. There is no question about that. 
Chairman EATON. Mr. Secretary, are you conscious of the fact that, 

in going into this enterprise, the United States of America becomes a 
European power, along with the 0ther 16 nations? 

Secretary SNYDER. Well, we are certainly taking a great interest in 
European affairs. 

Chairman EATON. That evidently has your approval, 11r. Secretary. 
Mr. Jonkman will take the chair, as I must go. 
Thank you very much for being here, Mr. Secretary. 
Mr. JoNKMAN. Mr. Lodge. 
Mr. LoDGE. Mr. Secretary, in the several pieces of legislation 

which we have had before us over the past year, we have substituted 
the word "credits" for "funds," in connection with the availability 
of dollars to other countries, and each time-Dr. Judd brought this 
up with Ambassador Douglas, I believe-each time that foreign-aid 
legislation comes before this committee, the word" funds" is put back, 
and we have to take it out and put in the word" credits." 

I wonder if you would care to tell me whether you feel very strongly 
that we should make actual funds available or whether you have any 
objection to our substituting the word "credits"? 

Secretary SNYDER. Does that cover your grants-in-aid? 
l\1r. LoDGE. It covers everything except for loans, of course. 
Secretary SNYDER. I do not quite get the distinction. 
Mr. LoDGE. All the legislation we have had up to now has been for 

grants-in-aid. I am referring to the grants-in-aid part of this measure, 
which is, of course, by far the larger part, as it is now constituted. 

Secretary SNYDER. The point I wondered about was, if we say 
"credits" and then were grants-in-aid, whether we leave the imprr 'Sion 
with people that they were credits to br repaid. Thrtt would be 
the only question in my mind. I am just wondering wh th r th gen­
eral public would understand that we were advancing $6, 00,000,000. 
in repayable credits. 

Mr. LoDGE. You would have no objection to making "cr dits" 
rather than "funds" available for the grant-in-aid part of thi legi la­
tion? 

Secretary SNYDER. I think that would be more clearly stated. I 
would have to give careful study to that question. 

l\1r. LoDGE. I would be glad to have your vie'v on that, l\1r. 
Secretary, because .. this is a matter which crops up in every for ign-aid 
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bill that we have, and we thought that it was better to have the word 
"credits" instead of the word "funds." 

Secretary SNYDER. Just roughly, I do not see that it makes much 
difference, when we follow my interpretation of those two words. I 
am just wondering whether we ·would be making it clear to the public. 

~1r. LoDGE. Our object in putting in the word "credits" ·was to 
protect the public. We thought we were protecting the public 
against the use of these funds in a way which would send up prices 
beyond our control. If we established lines of credit, then, we would 
have more control over the expenditure of these dollars in the United 
States, and, therefore, it seemed to us that from the point of view of 
protection of the public it was better to do that. Now, when it 
comes to the public's misunderstanding, I suppose that is a matter of 
public relations, and I notice that your Department has always been 
very adept at that, so I do not doubt that you can sell that idea along 
with a lot of others. 

Secretary SNYDER. If you desire me to, I will make a very careful 
study of the use of the two words as applicable to this. 

11r. LoDGE. All right, sir. I think that would be very useful. 
Now, Mr. Secretary, does it not seem to you that the dollar, rather 

than gold, is becoming the medium of exchange throughout the world? 
Secretary SNYDER. At present, certainly. 
11r. LoDGE. Do you anticipate in those circumstances-­
Secretary SNYDER. There are some gold movements, but they are 

principally in terms of dollars. 
Mr. LoDGE. Do you anticipate that in that connection it might be 

necessary, at sometime, to prevent the export of dollars or to control 
the export of dollars, in the same way in which other countries control 
the exports of the currency of their country? or do you believe there is 
no danger of having to do that? 

Secretary SNYDER. I would hesitate a long time in malring any 
recommendation to block dollars, or anything of that sort. I think, 
for our world-trade aspirations, we want to bend every effort to keep 
the dollar free, if we can. 

Mr. LoDGE. I was tremendously interested in that part of your 
statement to which 1'fr. Jonkman referred, on page 6. I think it is 
an excellent statement. In that connection, I would like to ask you 
this: Would you agree that a large part of the load on the An1erican 
taxpayer con"equent upon this program is due to the demand made 
upon us to fill in the gap between the legal and the real value of 
foreign currency? 

Secretary SNYDER. No; I do not quite follow that, Mr. Congressman. 
Mr. LoDGE. Well, you said that you felt that some of these cur­

r ncie were overvalued. Obvjously, when they are overvalued­
and you state that yourself-exports become difficult, and exports 
ar reduced. 

Secretary SNYDER. It is a matter of getting their economy to move 
in such a fashion that that can be corrected. 

:rvfr. LoDGE. Therefore, to that extent, we ar being a ked to fill in 
the gap between the legal and the real value of their n1oney; i that 
not so? 

ecretary SNYDER. The real ability of the country to meet its 
need. I would rather put it that way. 
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Mr. LoDGE. In other words, you would say that it is not true that 
we are being asked to fill in the gap between the legal and real value 
of their money? 

Secretary SNYDER. Not as such. It is the real need of the country. 
Mr. LoDGE. If that is true, then, what difference does it make 

whether their currencies are overvalued or not? 
Secretary SNYDER. In the long run, it makes a great deal of differ­

ence, because what we are doing here is to enable them to reestabljsh 
their economy. 

Mr. LoDGE. You mean it makes no difference now? If the real 
value of their money was the same as the legal value, it would make no 
difference to us right now? 

Secretary SNYDER. Now, Mr. Congressman, do not try to get me all 
twisted up. 

Mr. LoDGE. No. I a.m trying to understand. 
Secretary SNYDER. I just said that there is no desire on our part 

to make up the difference between the legal value and the real value 
of their currencies. What we are looking at is the objective and at 
the ability of those countries to purchase at this time, and we are 
trying to make up the difference between the real need and the avail­
able means of payment. The purpose is to get the countries into a 
stable area where their currencies can be adjusted to their proper level. 
You could get into a rather intrica.te discussion of that, which gets us 
away from what we are trying to do. 

Mr. LoDGE. I am afraid I do not understand you any better than 
you understand me at this point, Mr. Secretary. That doubtless 
is my fault. It seems to me that since it was desirable to devalue 
these currencies, that one of the reasons it was aesirable was the 
European recovery program, and since a devaluation of these cur­
rencies would contribute to European recovery, therefore, it would 
also diminish the load on the American taxpayer and, therefore, that 
it would be important for us to know now to what extent the difference 
between the legal and real value of these currencies constitutes an 
additional drain on the American taxpayer by means of this program. 

Secretary SNYDER. Well, if we required each country, right at this 
minute, to revalue its currency, on a dollar basis, we would probably 
just wreck a great many of them. 

Mr. LoDGE. I am making no suggestion, sir. You know so much 
more about this than I do. I am simply asking that question. 

Secretary SNYDER. I am no assuming that I do at all. I am ju t 
trying to approach it in the fashion that most of us can understand 
better. If we get to talking about a difference between the legal 
and real value of a currency, 've get to thinking in terms 'vhich are 
completely foreign to our real objective. We are not just trying to 
go into a country and say, "Here is the real value or dollar value of 
this currency, and here is the official rate, and, therefore, "\Ve are goinO' 
to make up the difference in the value of that currency." No one 
would understand what we were trying to do. 

Mr. LoDGE. I understand that, Mr. Seer tary, and I rcaliz that 
the question of devaluation is a v ry delicate matter. I do not feel 
competent myself to comment on how this devaluation should take 
place. You say it should not be across the board, and I am quite 
willing to defer to your estimate of that situation. N ev rthelc s it 
seems to me pertinent to inquire-and the inquiry is not mad in 
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any spirit of criticism. I would simply like to know to what extent 
the difference bet·ween the legal and the real value of foreign currencies 
adds to the burden of this program. Just as a matter of estimate. 

1fr. SNYDER. That would be a difficult question to try to answer . 
• fr. LoDGE. The reason I think it is important, Mr. Secretary-­
Secretary SNYDER. If you ·will permit me again to sit down and try 

to think that one through--
~1r. LoDGE. Yes, sir; I do not want to embarrass you in any way. 

c retary SNYDER. I might be able to come up with something. 
But I do not want to cloud the thinking here, Mr. Congressman, by 
tu ting that all we are doing is making up the difference between 

the actual and legal value of a currency. 
1fr. LoDGE. I made no such suggestion, 11r. Secretary. 
Secretary SNYDER. I know, but you are asking questions, the 

an wers to which might lead to that thinking, and lose sight of the 
basic purpose we have here. 

:~vfr. LoDGE. I can only say that the present preoccupation of many 
people, including yourself, according to your own excellent statement, 
the preoccupation of the Herter committee, was in large part with 
this question of stabilization of currencies, and surely the word 
"stabilization" has something to do with the difference between the 
leO'al and the real value of the currency, has it not? I am not an 
economist and I would defer to the Secretary of the Treasury on that 
question. 

Secretary SNYDER. There is no question about that. On that we 
are in full agreement. But when you ask me, 11r. Congressman, if 
what we are actually doing here is not furnishing the money to make 
up the difference between the real value and the legal value.--

... Ir. LoDGE. I said if in part that was not what we were doing. 
'ccretary SNYDER. Will you permit me to sit down and figure that 

on} out? 
:\Ir. LoDGE. I would like to have an answer to that question, 

whethrr in part this legislation is not intended to fill in that gap. 
Then we can appreciate the importance of that particular problem. 
It has occurred to several of us that a customs union, an economic 
federation of Europe, which some of us believe in, as a worthy objec­
tive, cannot be achieved unless you have stabilization of these cur­
rcncic , and stabilization implies devaluation and some uniformity. 
\ ould you agree with that? 

.. crctary SNYDER. I think that is the objective of stabilization. 
l\Ir. LonGE. Therefore, to that extent, I would be interested in 

g •ttinf; your authoritativ view on that. 
crct.ftry S1 YDER. I will be glad to consider the matter and give 

you an answer. 
(The information requested is as follows:) 
'1'h e. t.irnatcs of the ex cutivc branr.h are based on the assnmpLion that ex­

hange rat es of the part,icipat.ing countries \ ill not bP an obstaC'l<' to e .·ports. 
•:v n in those ca: cs where an ad,iu~tment of t he foreign-e.~change rate may be 

n ed d. a. chan .-., in tlH' rute at tlw pres(•nt time would not substant ially increase 
the availnhility of f~Oods for sale in the Wes tern Hemispher . The scarcity of 
f!:O d. in ~nrope is such as to restrict th<' amount available for sale in the Western 
Hemi. ph rc. In addition the volume and nat.ure of imports in many countries 

r cl t· tcrrnined primarily hy direct import controls rnth r t.han exchange rates. 
} or tlw. e r af ons, v<'n if EuropPall c.·change rat. s did in all cases r fleet what 
\ ' P mig·ht considN tole the "real" values of t.he currencies, t.h European dollar 
requirements would not be substantially reduced. 
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However, in instances where the exchange rate maintained by a country receiv­
ing European recovery a sistance i found to be impo ing an unju tifiable burden 
upon that country's balance of payments the Admini trator will require that the 
country concerned consult with the International :Monetary Fund, or with the 
United States Government in the case of nonmembers of the fund, with rcsoect 
to revision of its rate of exchange. 

Mr. LoDGE. Now, Mr. Secretary, with regard to these loans which 
are to be made by the Export-Import Bank, to what extent will it 
be necessary to relax the conditions under which the Export-Import 
Bank now operates, in order to allow it to make these loans? 

Secretary SNYDER. This will have no effect on the Export-Import 
Bank's loan policies. The Administrator, when he decides that a 
loan should be made, will allocate funds to the Export-Import Bank to 
make the loans under the terms the Administrator works out in con­
sultation with the N AC. 

Mr. LoDGE. But those terms will be different from the terms under 
which the Export-Import Bank is allowed to make loans today? 

Secretary SNYDER. They may well be. 
Mr. LoDGE. In other words, they are not as good loans; from a 

banking standpoint they have more latitude? 
Secretary SNYDER. The loans may or may not. Some of them 

would approach Export-Import Bank standards. I just would not 
want to say whether they would or would not. 

Mr. LoDGE. But they would not be forced to? 
Secretary SNYDER. No, they would not. 
Mr. LoDGE. In other words, the reason for this exception in the 

bill is because we want to be sure that the Administrator bas the 
power to make loans, even though they do not meet the conditions 
under which Export-Import Bank loans are made? 

Secretary SNYDER. That is correct. 
Mr. LoDGE. In other words, in some part we can presume that 

these will not be as good loans? 
Secretary SNYDER. I certainly do not want to advocate that we 

make a lot of loans that we do not think we are going to be able to 
collect. We might make some weaker loans, but certainly not loans 
that we do not think will be paid back. 

Mr. LoDGE. But you see, after all, Mr. Secretary, for us who are 
asked to give something of a blanket endorsement there, it is ju t as 
well that we understand what that blanket endorsement might ntnil. 
That is why I am interested in having your opinion as to whether the 
purpose of this relaxation of conditions is not to enable the Export­
Import Bank to make loans which otherwise it would not be allowed 
to make. 

Secretary SNYDER. The Export-Import Bank is only acting as the 
agent for the Administrator. Therefore, its activities would not affect 
its loan policy or its operations in any way. 

Mr. LoDGE. Not with respect to matters outside this legislation? 
Secretary SNYDER. That is right. 
Mr. LoDGE. I am, naturally, talking qnly about matters within 

this legislation. 
Secretary SNYDER. It is using that established agency to admini t r 

the loans rather than create a new agency and having anoth r op r­
ating unit, when we already have the bank working. That is the 
purpose of the proposal. 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 457 

11r. LoDGE. After all, it would not be necessary to have this legis­
lation in that connection if these countries, which will receive the 
loans under this legislation, would be able to satisfy the conditions 
under which the Export-Import Bank operates? 

Secretary SNYDER. Well, not entirely, because this is a unified 
operation, in which the Administrator is dealing in both ways, and he 
tries to move as much over into the loan area as he possibly can, and 
still take care of the specific situation by not having two agencies work­
ing on the problem. It might accomplish a little more than otherwise. 
That is the purpose of it. 

11r. LoDGE. Yes; but if these loans were able to satisfy Export­
Import Bank conditions, then, it would not be necessary to have this 
legislation at all. These countries could simply go to the Export­
Import Bank and insofar as that bank had credits available, they would 
be able to obtain the loans. It is because the conditions are apt to 
be less easily met that we have decided to relax these restrictions to 
some extent; is that not so? 

Secretary SNYDER. There are many loans which do not fall within 
the Export-Import Bank field. 

11r. LoDGE. Yes. 
Mr. SouTHARD. We anticipate the possibility that if the Export­

Import Bank separately were given the authority to make loans, a 
situation might arise of a decision by an autonomous agency that a 
loan was not appropriate. Then, how would the Administrator make 
a grant? Having a total program, estimated to cost a certain amount, 
how would you move freely, in view of the circumstances, between 
making grants and making loans? After all, if there were separate 
responsibilities, you could well envisage that if the loans were not to 
be made under the Administrator's funds, the grants would be inad­
equate. 

1-fr. LoDGE. In other words, that would be inadequate because 
unless you relaxed these conditions, these items which otherwise 
would be loans would have to be grants. Is that wha.t you mean? 

Secretary SNYDER. It might well be that. 
1fr. LoDGE. But it would necessarily remain true that they would 

not be as good loans? 
Mr. SouTHARD. Not necessarily. I think one could apply the most 

rigorous capacity to pay test, and then if the country did not meet 
that test, the rest of the assistance to it would be grants. But at least 
you would have one agency fundamentally responsible for the making 
of the decision. 

11r. LoDGE. And at least you would have a hope of repayment. Is 
that correct? 

11r. Secretary, will the Export-Import Bank, in this connection, 
op 'rate largely through the governments of these several countries, or 
will they operate also through private banks? 

ecretary SNYDER. Largely through governments. Perhaps those 
questions could be better answered by the Export-Import Bank. If 
thPv ar not, I will attempt to get answers for you. 

~fr. LoDGE. V cry well, sir. 
You mentioned the combating of inflation. If you were the Ad­

ministrator of this prograrn, Mr. Secretary, would you recomn1end to 
these countries tactfully, of course, as I am sure you would, that they 
us the same means of combating inflation as have been advocated 
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by the President of the United States for combating inflation within 
the United States? 

Secretary SNYDER. I think you would have to approach each 
country with its own situation. 

1\fr. LoDGE. But would you operate under those principles laid 
down in connection with anti-inflation measures in this country? 

Secretary SNYDER. You would have to take each country's situation 
into consideration. 

J\fr. LoDGE. You would not be prepared to state wh ther you 
would adopt the same principles of combating that inflation? 

Secretary SNYDER. 'Ve would certainly adopt the principles that 
·were most applicable to the country with ;vhich ,,.e were dealinO', and 
'vouJd not attempt to set up any over-all program for all the countries. 
Each country would be studied carefully, and in the agreement with 
that country, the appropriate suggestions and recommendations 
would be 1nade. 

J\1r. LoDGE. Insofar as the President's anti-inflation program in 
this country contains-in your opinion \Veil-established cconmni 
principles-·would you take those principles and atten1pt to adapt 
them to each individual countrv? 

Secret, ry SNYDER. If th y w rve adaptable to the particular country 
why, that would be proper, yes. 

~fr. LonGE. Would you, for instance, be prepared to say whether 
you believe that price controls, in these countries in Europe, should 
remain in force. or should be diminished, or augmented? 

Secretary SNYDER. It all depends on the local situation. 
J\1r. LoDGE. Have you any views as to any of those local situtations 

with respect to price controls? 
Secretary SNYDER. Not at this time. 
Mr. LoDGE. Is it possible to get the view of the administration 

with respect to price controlR in these various countries? 
Secretary SNYDER. I think we would have to study each country, 

as we approach the agreement with them. 
!vir. LoDGE. Who in the administration \Vould be willing to give 

us a view as to what the Administrator should r commend with r poet 
to price controls in these several participating countri s? 

Secretary NYDER. I do not know who is equipped· to giv any 
such answer at this time. 

Are you, lVIr. Ness? 
Mr. LoDGE. Well, I would like to have an answ r on that, -~1r. 

Secretary, because as you know b tter than I, price controls, nlone­
tary stabilization, and so on, are all linked up w·ith r covcry in one way 
or another. Of course, view-s differ as· to ho\v hey are linked up. 
But since, after all, I assum that you will agr e that thi program 
cannot be considered ind pendently of our dome tic economy, th •re­
fore, I would like to get th view of th ad mini tra tion a to wh thor 
they will be inclin d to r commend the same ort of m d i in s f r th 
domestic economies of th se countries a have be n r c Inm nd d by 
the Pre ident with re. pect to our own dom tic econon1y, b \nrinrr in 
mind, naturally, variati ns within the Ynrious ountries. I \ ould 
like to get an authoritative vi \V from t1 a ln1ini tra tion on that. 
I assume that you agr e with n1e, :rvlr. Se r tary, that in ofnr as for ign 
affairs are intimately related to dom s4-ic affairs, at this critical 
juncture, it is well to approach both from a nonparti an angle. 
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Secretary SNYDER. I think so. 
1tfr. LoDGE. That was the purpose of my question. You mentioned 

sound fiscal policy in this country. I do not wish to go into that too 
deeply, 1fr. Secretary. I assume that you feel that the present 
policy, which has. existed for some time, of monetizing the public debt, 
~oonnd~~p~cy. • 

Secretary SNYDER. That what, sir? 
l\fr. LoDGE. That the policy of monetizing the public debt, I 

assume you feel, is a sound fiscal policy. 
Secretary SNYDER. I have established, I think, on a number o 

occasions my views on the management of the public debt, and the 
approach we should make, and I am prepared to give you an exhaus-­
tive staten1ent which I have prepared on the subject. 

11r. LoDGE. I regret that I am ignorant of that, 1vfr. Secretary. 
Now, with respect to taxes: Do you believe that in these countries 

where inflationary conditions exist, the tax structures should ba 
altered? 

Secretary SNYDER. We would certainly have to examine each 
countrv. 

11r. ~LoDGE. I \vould like to get some recommendations as to taxes 
within these countries, because although I am quite appreciative of 
the fact that we must be very tactful in dealing with the internal 
affairs of these countries, nevertheless, since the conduct of these affairs 
bears so directly on the possibilities of recovery, it is important at least 
for the Administrator to make tactful suggestions in the beginning, let 
us say, on these various matters. Therefore, it is in1portant for this 
committee, it seems to me, to know where the Administrator might 
possibly stand on such questions as price controls and taxes. 

Secretary SNYDER. I think I can state very categorically that the 
nationals of every one of these countries should be called upon to 
give their full support and aid in the support of their own country. 
If it requires adjustment of tax structures, and that sort of thing, 
then, it will be most appropriate to give very careful consideration to 
that fact. 

11r. LoDGE. You would not suggest a $40 tax credit as an anti­
inflationary measure? 

Secretary SNYDER. I do not think it has ever been suggested as 
that. 

11r. LoDGE. The point of these questions, Mr. Secretary, is that it 
would be very interesting to me to obtain your views particularly, 
and the views of the administration generally, on what the criteria 
for internal recov0ry and reciprocal self-help among the 16 participa­
ting nations will be. Th y will unquestionably look to us for leader-
hip on matters ot that kind, in an attempt to expand the free-trade 

ar a of Europe, as we have created our fr~e-trade area in this country. 
It i not my d sire to put you in a delicate position, but I would like 
to know what these criteria for internal recovery will be, and, if it 
would be convenient for you to submit to us some memorandum on 
that, including the various items which I have brought out, it will be 
very helpful to this committee. 

ecretary SNYDER. We will attempt to do it. 
l\1r. LoDGE. We are trying to write legislation, and it is a difficult 

piece of legislation to write. 
Secretary SNYDER. I know. 
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Mr. LoDGE. We do not want to handicap the Administrator, but 
we would like to have some guidance as to what his criteria will be in 
this connection. 

Secretary SNYDER. I frankly want to be just as helpful as I call; 
and if we can get up something that will be helpful, we will try to do it. 

(The information requested is as follows:) 
While the Administrator will have a real interest in the goals to be laid down 

by each country for the achievement of internal stability, he will leave to each 
government the determination of the most effective means possible for the at­
tainiL.ent of its objectives. At frequent intervals, the Administrator will consult 
with the governments of these countries on the relative success achieved in 
accomplishing the proposed aims. 

Obviously, it is impossible at present to foretell what the Administrator will 
find it necessary to do in each specific case, and, consequently, it would not be 
wise to express at this time any views which might bind his actions. While all 
of the ERP countries have suffered from internal price distortions which are 
inevitable results of a long war, the forms and extent of inflation and the probable 
effectiveness of alternative remedial measures differ very widely. 

Most ERP countries have experienced a large expansion in their money supply 
as a result of military or reconstruction expenditures which were not covered by 
taxes or savings. However, the domestic price levels of a number of these coun­
tries have not risen in the same proportion; this is mainly due to reasonably effec­
tive price and wage controls offsetting the shortages of goods and services. As a 
result, there have accumulated in such countries large backlogs of more or less 
involuntary savings. Confronted with this situation, several countries re orted 
to the partial blocking of liquid assets. This action, reenforced by capital levies, 
initially served to restore a measure of equilibrium, but most of these countries 
have continued to suffer from budgetary deficits. Other countries have main­
tained the effectiveness of their wartime price controls while restoring approxi­
mate equilibrium in the public budget. Although these countries have avoided 
the disruptive effects of open inflation, the impact of "suppressed inflation" 
arising from a shortage of goods while current and accumulated purchasing power 
remains high is nontheless real. 

Still other countries have experienced disproportionate price increases that, 
far from restoring equilibrium between prices and the money supply, have set 
off a cumulative process of inflation that has been fed by budget deficits, private 
credit expansion, and the wage-price spiral. 

While there is large scope for direct and financial controls to stem inflation and 
to prevent the dissipation of resources for nonessential purposes, an increase in 
the flow of goods, stimulated by the ERP, can provide the most effective and 
lasting assurance of price stability. Such a recovery of production would permit 
the progressive relaxation and elimination of price controls at an earlier date 
than would otherwise be possible. 

As in the case of prices, the Administrator will expect each country receiving 
assistance to adopt the tax measures necessary to internal stability but the par­
ticular measures will be left to the discretion of the government in each country. 
In the event that the goal of internal stability is not achieved in a particular 
country within a reasonable period of time the Administrator will be concerned 
with the extent to which the tax system in that country is impeding achievement 
of internal stability. 

The willingness of recipient countries to undertake necessary tax reforms is 
implicit in the statements which the several European governments issued at 
Paris on the subject of internal financial and economic reforms. The Adminis­
trator will, of course, wish to render every possible technical assistance when 
requested by the European countries in improving the administration of the tax 
program adopted by the foreign government. Naturally the amount and nature 
of the technical assistance which will be requested from the Administrator will 
vary from country to country since there is a wide diver ity in the tax structures 
and the efficiency of the tax systems among the participating countries. 

The administration's approach to the problem of European recovery has been 
based from its very beginning on the fundamental principle that European self­
help and cooperation are prerequisites for United States assistance. In reply to 
questions by Senator Vandenberg, administration witnesses have declared t~e 
administration's readiness to accept a clause for insertion into the proposed bill 
which would specifically tie the continuation of American assistance to a continu­
ation and development of European self-help and cooperation. 
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In evaluating whether satisfactory progress has been achieved by a European 
country over a given period the Administrator will have to appraise--

(!) With respect to self-help, results in-
(a) increasing industrial and agricultural output; and 
(b) achieving and maintaining monetary and financial stability. 

(2) With respect to cooperation, results in-
(a) developing intra-European exchange of goods and services; and 
(b) developing its economy along lines that assist in integrating and 

unifying the economy of western Europe as a whole. 
Such an appraisal will call for the highest kind of political and economic judge­

ment. It will take as its point of departure such objective criteria as industrial 
and agricultural output, data on the fiscal position of the participating countries, 
on price developments, on the volume of intra-European trade, etc. But such 
data may be highly misleading unless they are interpreted in the light of many 
less definite factors. 

Thus, a 10-percent increase in industrial output of a country that received 
additional coal during the period and whose production was previously held 
back only by a fuel bottleneck would be a much smaller achievement than a similar 
increase on the part of a country that has to contend with labor shortages and a 
series of strikes fomented by political opposition. The importance of taking 
varying weather conditions into consideration when appraising any progress in 
agricultural output need hardly be mentioned. The same percentage of public 
expenditures uncovered by tax receipts would have varying significance depending 
upon the purpose of the expenditures, the country's current rates of savings and 
of private investment, and similar factors. A given increase of prices over the 
period may mean either the tapering off or the start of an inflationary spiral. 

With respect to cooperation, the same reduction in the level of tariff protection 
between two countries is far more significant if they are countries with competitive 
indu tries than if they are countries whose economies are largely complementary. 
Also the achievement of an above-average increase of exports to other participat­
ing countries may be far easier for a country that has abandoned an overvalued 
rate of exchange than for a country that has already been forcing exports through 
allocations or incentives to exporters. 

Even more complex questions arise in trying to appraise the progress of a 
country in the face of ·contrasting developments in different fields. There is 
obviously no mechanical criterion for offsetting the progress achieved in stepping 
up production against a simultaneous worsening of the inflation or, alternatively 
the success in stopping inflation against a concomitant reduction in economic 
activity. Furthermore, many elements which enter importantly into the deter­
mination whether satisfactory progress has taken place do not lend them. elves 
to any quantitative determination. This is particularly true with respect to the 
progress toward greater intra-European cooperation. 

It would certainly be convenient to be able to rely on an objective te. t which 
would automatically gage the progress made by the participating countrie · tmvard 
the goals of the European recovery program. Unfortunately, no such test is 
available. Quantitative indexes on production, budgets, prices, trade, etc., have 
important functions as indicators. But, like laboratory test in medicine, they 
do not do away with the necessity of balanced judgment by an experienced 
diagno tician. This judgment will have to be exercised from time to time, in 
the light of all the relevant evidence, by the Administrator. 

l\1r. LoDGE. Thank you very much, Mr. Secretary. I am much 
obliged. 

1Ir. VoRYS. Mr. Secretary, we appreciate your coming here. You 
have been very helpful, and we thank you for your contribution, 
which has been very valuable. 

Secretary SNYDER. Thank you, Mr. Chairman. I appreciate the 
courteous approach that each of these gentlemen has had. 

Mr. VoRYS. We will adjourn until 2 o'clock, at which time we will 
hear Secretary Harriman. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 2 p.m.) 
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AFTERNOON SESSION 

The CHAIRMAN. The committee will come to order. 
We have with us our very distinguished Secretary of Commerce, 

who will make a statement, and then subject him to the inquisition . 
• 

STATEMENT OF SECRETARY OF COMl'd:ERCE W. AVERELL 
HARRIMAN 

Secretary HARRIMAN. Thank you, 11r. Chairman. 
If I may, I would like to run through some material I have prepared 

as Secretarv of Commerce. 
Before doing so, I would like your permission to give a personal 

view on the program as a whole. 
I firmly believe that the recovery program for Europe of the size 

and nature proposed by the President is an essential step in building 
a stable peace. 

We are proposing to assist the people of western Europe to regain 
their economic stability, without which political stability cannot be 
obtained. 

It is certainly abundantly clear that there are forces in Europe 
which wish to take advantage of the economic chaos and hunger to 
esta 1 1;8h a totalitarian dictatorship. I must say that I am com­
pletely convinced that that process can be checked by stable economic 
conditions; and from my experience, I have found the people of Europe 
are as wedded to their historic freedoms as ever. 

At the same time, it is clear that there is economic political warfare 
publicly declared by those that are under the control of the Kremlin 
who are attempting to prevent recovery and who maintain the present 
conditions under which they are hopeful of expanding their influence 
and power. 

In addition, it is also abundantly clear that the overwhelming 
majority of the people of these countries are struggling to overcome 
the destruction and disruptions caused by the war and to rebuild 
their lives under democratic institutions. 

With the help that we have given, real progress is being made in 
spite of the efforts that have been made, both from within and with­
out, to prevent recovery. These countries, including western Ger­
many, number 270,000,000 people who are among the n1o t tal nt 'd 
industrial and freedom-loving people in the world. 

They are largely the people from whom our traditions and wny of 
life stems. 

If western civilization in these ar as collaps s we shall fac \vorld 
conditions quite different from anything that we hav ever b fore 
known. 

We know that wherever governments are under the control of tlw 
people, and wherever the p ople are fre to mal~ the ultimate d -
cisions, the cause of peace is furthered; but hi tori ally we find no 
such assuranc s in dictatorships. 

This program contemplates h lping the e countries to help th m-
selves and, by working tog thcr, to h lp ach oth r. . 

The cooperative relationship \vhich th parti ipating countncs 
have undertaken to d velop during th r cov ry period may well lead 
to permanent relationships and h lp br ak do\vn th nationalistic 
barriers which have caused so much onomic difficulty in the past. 
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I, fo~ on~, h~ve ~o doubt that if :we embark on this program with 
determ1natwn 1t wlll be successful 1n the reestablishment of western 
Europe on a firm foundation so that it can go forward in its traditions 
of democracy, freedom, and expanding human values. 

Kot to have such faith is to deny the vitality of the free institutions 
to which we so firmly adhere. 

I. believe that this program is one of the most far-reaching under­
takmgs for peace and for human progress ever undertaken by this 
or any other country. It is noble in concept and at the same time is 
ba ed on con iderations of our own self-interest and, in my opinion, 
of our own self-preservation. 

I would prefer to discuss only the constructive aspects of the pro­
gram, but I feel that I should also state my judgment as to the effects 
of the alternative-if we should fail to take this step. 

The President last summer appointed a committee of 19 distin­
guished private citizens to give its judgment on a foreign-aid program. 
I served as chairman of this committee. 

A section of their report deals with the interest of the United States 
in European recovery. They emphasize our humanitarian and eco­
nomic interest and then conclude with their views on the strategic 
and political aspects. 

I commend to this committee their full statement on this subject. 
I will quote, however, only the concluding sentences. This statement 
was written by the members of the committee and not by myself, 
but I fully concur in their conclusions: 

The domestic consequences are such as no American could easily tolerate: The 
wift and complete conversion to a military footing which national security 

would require; the abrupt but necessary change in our relations with the rest of 
the \Ye tern Hemisphere; the immediate and sweeping limitation of our economic 
and political life, perhaps extending even to our very form of government. 

In uch prodigious terms is the interest of the United States in European 
recovery defined. The committee is convinced that a sound procrram for western 
European recovery should be formulated and adopted by the United tates 
with the arne boldne sand determination, and the same confidence in the worthi­
ne of th democratic cause, which characterized our action in World War II. 

I want to make it clear that a progran1 of the contemplated magni­
tude will be costly and will mean sacrifice by the Am rican people. 
Th b nefits to b gained, how ver, far outweigh the immediate 
a Tific . As you know, \Ve cannot expect to obtain direct repay­

nwnt for a sub tantial part of the aid given. Our returns \vill be in 
furtlH'ring peace and in world stability, and I believe we will get an 
indirect r \turn over the years from expanding world trade. 

p to now I have been speaking as an American ' ·ho ha had the 
opJ ortunity during recent y ars to observe at fir t hand developm .nts 
in Europ . I sh'all no\v turn to certain aspects of the problems that 
ar a o 'iated with my pr sent responsibilities as ' cr tary of 
Commerce. 

UNITED ST.A TES ECONOMIC INTERE T IN EUROI· E 

Th area wear concerned with i a great industrial work hop, even 
now comparable in th world only to our own ountry. It i al o a 
great world trad c nter. Its conomy in modern tim s has rested 
in larg measur upon buying raw material , converting them into 
manufactured articles through u f its own fu I, kill \cl la hor, and 
industrial resources, and s lling th finish \d arti I in th world 
market. 

69082-48--30 
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Much of its grain, feeds, fats and oils, tobacco, cotton and other 
fibres, and petroleum have been bought abroad with the proceeds of 
these sales. To an important extent, also, western Europe's income 
from sales of manufactured products was augmented by income from 
tourist, shipping and financial services to the outside world, and from 
overseas investments. 

Its ability to sustain a dense population is dependent upon the 
existence of world conditions under which it can buy its needed ma­
terials, manufacture and sell finished products in volillne. 

These conditions have not existed since the war. You have heard 
in detail, in previous testimony, the ways in which they were disrupted 
by the war and the extent of this disruption. 

It is unnecessary for me to repeat those details. Suffice it to say 
here that western Europe is, under present conditions, unable to pro­
duce and trade in the volume necessary to play its prewar role in the 
flow of world trade, or even to rebuild and expand its productive 
equipment, employ its population fully and effectively, and support 
itself. 

This indicates the seriousness of the situation for Europe itself. I 
wish rather to indicate our economic interest in the restoration of 
Europe to its earlier role in the world's economy. 

We clearly have such an interest in the restoration of Europe as a 
paying market for United States goods. Prewar western Europe 
bought and paid for United States commodities far in excess of their 
sales to the United States. 

This was part of the great triangular trade in which western Europe 
sold its goods and services to Latin America, the latter to the United 
States, and the United States to Europe. 

Similarly, part of our exports to western Europe were paid for from 
the proceeds of its excess exports to the Far East, which, in turn, had 
an export surplus with the United States. 

This is a very general, rough indication of the type of multilat ral 
trade with which we are involved directly and indirectly in Europe. 

The war and its aftermath, including the delay in European recov­
ery, has disrupted these multilateral trading relationships and ri­
ously affected the economies of the other trading nations of the world. 

With too little production and a resulting low level of export , 
Europe has since the war been able, only with difficulty and with 
much outside assistance, to provide its most pres ing import need . 

Contrary to the general impression, and in spite of our finan ·ial 
aid, we sent in 194 7 a small~r proportion of our exports to Europe 
than in 1946 or before the war. And, while our total exports hav to 
date been sustained by an abnormal demand back d up in oth r ar u 
of the world during the war years, definite signs have app arcd of a 
dollar shortage in other parts of the world as well, foreshadowing an 
inevitable steep decline in our exports. 

It is to our interest, therefor , purely from a busin s standpoint, 
that this world network of trade be restored and sustain don a paying 
basis, not necessarily on the identical lines as prewar Europe's indu -
trial productivity, so that she may be able to sell abroad in payment 
for what she needs to buy abroad. 

To be sure, there will be more competition for certain of our prod­
ucts. There will, however, be bigger and sounder markets in Europe 
and elsewhere. 
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I am not suggesting that the United States could not endure the 
loss of European markets. Ho\vever, our output of many industrial 
and agricultural products and that of other countries has been devel­
oped on the basis of European participation in international multi­
lateral trade. The decline of Europe would require far-reaching read­
justments of agricultural and industrial production and distribution 
in this country and in other areas. . 

It would also affect our ability to obtain needed imports and, 
particularly, essential raw materials. 

That is not only within Europe but among the dependencies of 
European nations. 

Such readjustments would be costly in terms of employment and 
standards of living to our people and to the people of other countries. 
The cost of such a change is, of course, not calculable in dollar terms, 
or easily related to the cost of the program before you. 

It is clear, however, that the cost would be very great in both 
economic and human terms. 

PROGRESS TO DATE 

We have already furnished substantial aid to western Europe­
nearly $3,000,000,000 in grants and over $7,000,000,000 in loans and 
credits since the end of the war. It is fitting and desirable at this 
point to inquire into the results achieved thus far. 

We find that in 9 out of the 16 countries involved, industrial produc­
tion is now at or above prewar levels. 

I am speaking of the current level, that would not go for the year 
as a whole. 

These are theN etherlands, France, Denmark, Luxemburg, Norway, 
Sweden, Switzerland, Ireland, and the United Kingdom. 

Belgium is below prewar level by about 10 percent; and Italy's pro­
.duction is at about two-thirds of prewar; Germany and Austria, how­
over, are operating at less than half of prewar. 

Except for the latter two countries, the average level of industrial 
production in the other participating countries is now close to prewar. 

To be sure, consumption levels are considerably below prewar for 
large groups of the population, but this is so in large measure because 
so much of the production has had to go into replacement of what 
was lost through wartime destruction and deterioration. 

Then, too, these countries have been trying to maximize their 
exports. 

At the same time, they have had to take care of an increased 
population. The hard winter of 1946, the 1947 drought, and the 
rapid depletion of foreign exchange resources also increased their 
difficulties most substantially. 

The point should also be made, in the light of these facts, that the 
Europeans are not sitting down on the job. The urban populations 
have largely a most inadequate diet; in addition, there is a widespread 
lack of consumer and incentive goods. 

It is not easy to work on a half-empty stomach; and it is not en­
.couraging to work for wages that cannot be used fully to satisfy 
family needs. 

Nevertheless, they have worked hard to achieve the substantial 
progress that has been made. 
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More than that, it promises well for what can be accomplished with 
further adequate help. Our assistance thus far has certainly produced 
results. I believe, therefore, we have a reasonable basis for going 
ahead. 

PROCUREMENT AND SUPPLY FROM OTHER SOURCES 

It is important to understand that Europe will have to get many of 
the materials she needs from countries outside of the United States. 

Only about one-third ot the things needed by the sixteen countries of 
western Europe will be obtained from the United States. 

The European countries will not be able, at first, to finance all of 
these so-called offshore purchases with exports of their own products. 
For the first 15 months of the proposed program, only about two­
thirds of the matenals to be imported from sources other than the 
United States can be paid for by exports from Europe. 

The other third will have to be paid for either by dollars from the 
United States or by credits extended to Europe by the supplying 
countries. 

There are several reasons why we should assist European countries 
to acquire goods from other countries. The strains on our economy 
will be lessened if other nations can supply part of the materials tha. 
are in short supply here. This will also provide the widest possible 
opportunity for other countries, particularly in the Western Hemi­
sphere, to send to Europe the goods \vhich they have customarily 
supplied. 

South America can supply various food items and fertilizers; Canada 
can supply some manufactured goods as well as grain. And these 
Western Hernisphere countries are thus enabled to buy the good 
which we have usually sent them. 

This triangular trade will have a healthy effect on the internal 
economy of these other countries and assist in the reestablishment on 
a firm base of the structure of international trade. 

There will also result a broader diversification of purchases in this 
country over a wider area of our productive capacity which can be moro 
readily sustained and which will be healthier for our economy both 
now and in the long run. 

At the same time, it will be possible through the wise us of the 
export control powers, which the Congr ss has recently ext nded, to 
protect our economy from undue drains in any particular items. 

There is a further aspect of this matter. 
Several of the most important supplying countries will be unabl 

to produce sufficient of the materials that Europe needs unles they 
Teceive some outside assistance. 

In this connection, the Congress has just recently, during the special 
session, authorized the Commodity Credit Corporation to engage in 
broad projects "to stimulate and increase the production of foods, 
agricultural commodities and products ther of, in non-European for­
eign countries." 

This farsighted legislation is bound to mak our ta k easier. 
To sum up-other exporting nations are xpccted to supply to a 

great extent the needs of western Europ . That will not only lc sen 
the impact of the program on the United Stat s; it will aid tr mcn­
dously in rebuilding the trade of the world on a sounder base, and at 
a higher level. 
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In general, it will help the development of ·world reconstruction 
11nq prosperity. 

THE DOMESTIC IMPACT 

When '\Ve try to determine the effect of European aid on our econ­
omy, it is not enough to consider the amount of financial aid we plan 
to extend. :rvfore irn.portunt than the amount of money in rolved is 
the volume of goods ,,~e will ship. High prices in this country result 
from the short supply of goods in relation to heavy demand. -

The impact of current and e~·pected exports cannot be appraised 
without recognizing that iinports help to relieve many important 
commodity shortages. 

It is, therefore, the difference between the exports of goods and 
offsetting imports '\vhich is significant. 

~Iy figures relate only to export and in1port of goods. They do not 
include services. 

This e4rport-trade surplus, \\-hich was approximately $10,000,000,000 
during the past year, represented about 4 percent of our gross national 
product. This rate compares to about 5 percent for 1943 and 1944, 
the peak war years, and is comparable to the postwar years of 1919 
and 1920. 

While exports have increased from prewar, the volume of our 
J>roduction has also increased, to a level more than half again as high 
tts before the war. This large increase in our production has made it 
possible to assist in postwar reconstruction abroad, and at the same 
time to provide impressive increases in our standard of living. 

I b lieve that we have probably passed the export peak, and to the 
extent that exports contribute to our inflationary problems they \vill 
play a lesser role. 

Assuming the appropriation of 6.8 billion dollars recommended for 
the European program is made, our e~rports will be somewhat less 
in 194 than in 1947, and our imports are expected to increase. 

In making this statement, account has been taken of all known 
resources available for the purchase of our products, including remain­
ing credit balances, gold, dollar assets, likely private investment, and 
funds which may be made available by the International Bank and 
1'lonctary Fund. 

I do not mean to suggest that our exports of short-supply com­
modities do not play a part in the current inflationary situation. 
To hip products abroad for which there is a market here at homo 
cal1s for sacrifice. 

It would, of course, be easier for us to win our battle against in­
flation if we could use the goods we are exporting to help meet the 
heavy demands at home. 

\Ye must face the fact that the European recovery program will add 
to our difficulties in trying to control inflation. But we must remem­
ber that inflation is caused in large part by many other factors of 
·domestic origin. · 

In general, therefore, the answer to the question as to the infla­
tionary a poets of the program is that they arc real but are not 
controlling. 

". c should have to treat with them even in the absence of this 
program, and in either event the same measures would be necessary 
and houlcl be used. 
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SPECIFIC IMPACT, INDUSTRIAL ITEMS 

To complete this analysis, the drain on our economy should also be 
appraised in terms of the particuhtr items involved. I shall touch on 
the major industrial items, since I understand Secretary Anderson will 
discuss with you the food and agricultural items; and Secretary Krug, 
coal and petroleum. 

I should then like to refer briefly to the findings of the President's 
Committee on Foreign Aid, and relate them to the recommendations 
of the executive branch. 

AGRICULTURAL MACHINERY 

The CEEC stated import requirement for tractors and other farm 
machinery, of which the United States would be called on to supply 
some 85 percent, amounted to $932,000,000 at July 1, 1947 prices. 

Of this total, $353,000,000, or 38 percent, was required for the first 
year of the program. 

This request was judged to be far in excess of United States capa­
bilities to supply and probably a good deal greater than could be used 
effectively in the time involved. 

The estimate here presented is that the United States would supply 
$136,000,000 of farm machinery during the first 15 months and a total 
of $545,000,000 during the entire period of the recovery program. 

Mr. VoRYs. Would you mind an interruption? 
Secretary HARRIMAN. Not at all. 
Mr. VoRYS. I am trying to tie this in to a recapitulation table that 

we have been handed. On that recapitulation table I find 133.2 
million United States funds for agricultural machinery out of a total of 
imports of 158.7. 

I just wondered if you are familiar with this recapitulation or if 
somebody here is? 

Secretary HARRIMAN. My figures indicate that our suggested 
supply in this program for 15 months is $136,000,000. 

Mr. VoRYS. I wondered whether that is the Harriman report 
recommendation. 

Secretary HARRIMAN. I am talking about the executive branch 
recommendation. This shows $136,000,000. 

Mr. V ORYS. I thought we might be coming to a whole string of 
similar items and we might get the thing geared in together at thi 
time, so that we could follow it. 

Secretary HARRIMAN. This shows a couple of million dollar 
difference only. 

Mr. V ORYS. Could we find out where this mimeographed sheet 
comes from? I am informed that Ambassador Douglas brought this 
in yesterday. 

Secretary HARRIMAN. I will check my figures with that. In this 
case it is only a fractional difference. It is 133 instead of 136. 

Mr. VoRYS. That caused me to wonder whether these figures you 
are now giving were the ones you intended. 

They are not merely the Harriman report figures? 
Secretary HARRIMAN. No. We will touch on them later. I am 

discussing the executive branch recommendation. It may bo 
misprint. I will check that. 
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The necessity of insuring that Europe has available sufficient means 
of production to maximize food output has been discussed in detailed 
evidence previously submitted to your committee; and will, I am 
sure, be emphasized in the course of Secretary Anderson's testimony. 

Our particular concern has been the development of an export 
program which will not endanger the achievement of food production 
goals in the United States. 

Normally, Europe has taken about 5 percent of our farm-machinery 
production. The program recommended would about double that 
percentage, but because of our increased production it would still 
leave more of this equipment for the American farmer than he had in 
1946, and at the same time, take care of our other regular customers 
abroad. 

Although many American farmers have had machinery on order 
for some time, they are in better shape in this respect than prewar. 

The volume of farm power, machinery and equipment is calculated 
to be more than 20 percent higher than prewar. The recommended 
increase in exports to Europe should not result in any decrease in our 
food production, but only cause a short deferment in the replacement 
of some older equipment. 

COAL-MINING MACHINERY 

The proposed program for the export of coal-mining machinery 
calls for the shipment of $82,000,000 worth of this equipment during 
the first period of the program. 

The estimated total for the entire period is approximately $207,-
000,000. It will be noted that the program here recommended 
approximates the level of the CEEC request but it should also be 
noted that these recommendations involve a redistribution of the 
exports envisaged in the Paris report. 

In particular, the requirements for certain of the participating 
countries have been revised downward while those for western 
Germany have been increased. 

Exports under this program will involve a wide variety of equip­
ment, the most important items being conveyor belting, bose, wire 
rope, and some specialized machinery such as cutters and loaders. 

The CEEC requirements have been carefully reviewed by American 
manufacturers and it is their judgment that they can be met. Our 
productive capacity has increased since the war, and our own accu­
mulated demand has been substantially overtaken. 

Fairly accurate forecasting of future demand was possible, because 
of the large volume of orders now held by our manufacturers for 
delivery 2 years ahead. 

Only conveyor belting offers a major supply problem but this is 
propos d to be met in great part through alteration of the original 
sp cifications to enable United States producers to operate their 
pr s e at maximum capacity. 

'l'he effect of imports of these items on Europe's production and 
.·port potential is groat. The shipment of relatively small amounts 

of thes critical items will make possible the rapid completion of 
programs for repair, modernization and oxpa.nsion of Europe's coal 
1ninc which will in turn progressively reduce and ultirnat ly liminate 
the currently high and uneconomical movement of United States coal 
to Europe. 
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ELECTRICAL EQUIPMENT 

The power program calls for the furnishing of equiJ?ment and s~p­
plies to the total value of $345,000,000. It comprrses generating 
equipment, motors, and oth~r types of elec.trical n1achinery, appara~us 
and supplies, and also such Items as machine tools, small constructwn 
machinery, boilers, valves, and castings. 

Of the $345,000,000, $70,000,000 is destined for the power genera­
tion industry; the remainder will be equipmen~ for use in fertilizer 
production, mining operations, and other industrres. 

During the first period, $95,000,000 is involved, consisting mainly 
of the smaller items, such as motors and electrical supplies. No 
large generating equipment, of which we are now extremely short, 
is contemplated to be supplied until toward the end of the program. 

Our annual production of these items no'v exceeds $4,000,000,000 
and we have usually exported 6 percent of our production. 

There is contemplated a relativley large increase over our regular 
exports to Europe, which is normally self-sufficient in these items, 
but our total exports to all destinations are not expected to exceed 
8 percent of production. 

ThP electric-power program is a vital phase of the general economic 
rehabilitation of western Europe. The importance of the program to 
the OEEO countries is shown by their plans for expansion. 

The participating countries are undertaking to expand their power 
industry to an extent requiring the use of $5,000,000,000 of equipment, 
of which we propose to supply the aforementioned $70,000,000, or 
1.4 percent. 

While our contribution in electrical equipment generally is relatively 
small, it involves many items of specialized character available at 
this time only from the United States. 

IRON AND STEEL 

We propose to supply 3.1 million tons of iron and steel valued nt 
$290,000,000 during the first 15 months of the program; that is just 
over half the amount estimated in the Paris Conference report. 

Includ d arc 2.1 million tons of finished and about 1 million of 
crude and semifinished. 

During the same period, the participating countries will produce 
about 35 million tons; our production will be about 80 million tom~. 

Our contributions will fill a critical need to reconstruct damurrcd and 
destroyed plant and transportation facilities anrl tal~e cure of a. large 
volume of essential replacernent and maintenance deferred during the 
war. 

That will be particularly important to certain countries. 
Imported steel in the next year or. two is also essential to the success 

of many vital production programs in Europe. In tho latter y nr of 
the program our contribution will be much less. 

11r. Von.Ys. I hate to interrupt you, but \VC arc going thrmwh a 
detailed thing, and we might as \vell try to k ep tra l of the item . 

If this is Mr. Douglas' u1nmary sheet, every item so far has be n 
different from what you arc giving. There is in hero $2,000,000 for 
scrap iron. I do not know what that is. I think that is tho sanw. 
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Secretary HARRIMAN. That $2,000,000 for scrap iron, I think, is 
the sale of scrap in Austria. It is not coming from the United States. 
I am dealing with the commodities coming from the United States. 

l\1r. VoRYs. All I wanted to find out was whether yours was correct, 
and I understand yours was supposed to be the executive branch 
statement, and so far out of four items there is a difference between 
your items and those that I have, and understand to be the executive 
branch items, which total up at the bottom, $6,860,600,000. 

Chairman EATON. Is that 6 billion? 
11r. VoRYS. Yes. It is $6,860,600,000. 
Each item you mentioned so far, including agricultural machinery, 

electrical equipment, mining machinery, and one item that you have 
given on iron and steel, are each different. I thought you were talking 
about the same thing,1as this list. 

Secretary HARRIMAN. I am. This is calculated in a different way. 
I can explain that. That scrap iron is Austrian and scrap which is 

to be financed by dollars, but it is not coming from the United States. 
That is the explanation. 

I can take this and reconcile it. I have given general figures. The 
figures can be reconciled. 

l\lr. VoRYS. This is supposed to be the composition of imports of 
commodities and services from the Western Hemisphere and possible 
sources in distribution of financing, April1, 1948, to June 30, 1949. It 
is July 1, 194 7, prices in millions of dollars. 

I thought the way to follow this was in this manner. 
l\1r. JARMAN. That is the Western Hemisphere? 
J'vir. VoRYS. It is Western Hemisphere. You all have this. 
l\1r. RICHARDS. I do not have it. 
11r. JARMAN. Are there any South American or Canadian figures in 

there? 
Mr. VoRYS. The columns are, "Total imports from the Western 

Hemisphere," "Possible sources in distribution of financing," "Own 
re ources," "Sources other than United States funds," "United States 
funds." 

I thought that probably the last column would correspond with 
your figures. 

Secretary HARRIMAN. This table includes purchases made in this 
country as well as in other countries. 

I have to reconcile the two, which I will be glad to do. What I 
am giving you is the totals that are expected to be furnished from 
the United Stat s proper, whereas this is how they are to b fina:nced. 

11r. VoRYS. What you have given so far for agncultural machinery, 
l"t us say, of $136,000,000, is the amount of machinery at July 1, 1947, 
pric s, that is to come from the United States? . 

11r. BISSELL. This is a break-down by finanCing. The figures 
the Secretary has given refer to physical sources of supply: Take 
ngri ·ultural machinery, for instance. The progra~ provides ior 
$1:3G,OOO,OOO physically to be shipped from th? United tates, but 
t.his suggested break-down implies a sn1all portion of that would be 
financed with funds oth r than recovery-program funds. 

None of these estimates will preci ely reconcile, except by ac?ident. 
The total for Western H misphere shown on th sheet agrees With the 
totals for Western I:Iemisphere by physical source. 
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Secretary HARRIMAN. I am dealing with the impact on our economy, 
which is what has to be shipped from this country. 

I have explained the program contemplates shipping 2,100,000 
tons of finished and 1,000,000 of crude. 

The request for scrap has been rejected entirely, because scrap so 
directly affects our crude-steel production. Similarly, the estimates 
for crude and semifinished steel have been substantially revised down­
ward, because of their effect on our output of finished steel and because 
shipments of such products reduce the availability of scrap generated 
in their further finishing, and thus affect our domestic production. 

In making these reductions, account was also taken of the fact that 
available fabricating facilities and manpower in Europe are considered 
inadequate fully to utilize the originally requested tonnages. 

I should mention at this point that we have just sent a technical 
mission to Germany to survey the possibilities of exporting scrap to 
the United States. 

In the case of steel-making equipment, also, it was found necessary 
to scale down the CEEC requests. We propose to furnish such 
equipment to the extent of $48,000,000 during the period ending 
June 30, 1949, as compared with a request of $100,000,000. 

Substantial orders amounting to between $60,000,000 and $80,-
000,000 are already placed in the United States, and much of the equip­
ment which it is proposed to ~be made available should come out of 
these orders. The reduced amounts will, nevertheless, make a sub­
stantial contribution to the CEEC program for expanding steel­
making plants. 

Mention should also be made here of the secondary demand on our 
steel supply involved in the furnishing of products made from steel. 

Taking this in account, the exports during the first 15 months are 
estimated to be 5.5 million tons of ingot equivalent. This represents 
5 percent of our ingot production. 

Moreover, there should be subtracted therefrom the volume of 
scrap generated within the steel industry proper and in the fabricating 
industries involved, which is estimated to be 1 X million tons. 

In other words, the actual weight of steel in all forms, including 
machinery, which will be exported under the program during this 
period will be about 4,000,000 tons. 

FREIGHT CARS AND TRUCKS 

While we fully recognized the critical need for rehabilitating rail 
transport in Europe, the requests of CEEC for freight cars w re 
considerably reduced. The request for 4 7,000 cars in 1948-49 did 
not adequately take account of the substantial contribution that 
could be made by repair of war-damaged cquipn1ent and by the 
reorganization of transport facilities. 

In view of these considerations and of the great n ds within th 
United States, we propose to permit xports of only 20,000 cars, all 
to western Germany, during that period. 

Incidentally, I might point out that 20,000 cars built to Enrop an 
specifications arc about th weight of 10,000 Unit<:d tates ars. 

Provision has also b<:en mad for about 65,000 motortrucks during 
the 15-month period. While the EEC r port assumed that nit d 
States parts would be imported and ass n1bl d in Europ , it is our 
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view that Europe ·will, in part, continue to find it necessary to follow 
the traditional practice of importing complete units. 

The recommended total of 65,000 motortrucks for the first 15 
months is not relatively large. 

In the first place, normal prewar United States export of motor­
trucks to these countries averaged 30,000 units yearly. Moreover, 
65,000 motortrucks probably will not increase the over-all inventory 
of motor vehicles in these countries. 

In all likelihood, the units supplied by the United States will be used 
only to replace worn-out units and will, therefore, also not increase 
petroleum consumption in these countries. 

RELATION TO PRESIDENT'S COMMITTEE ON FOREIGN AID 

The President, in appointing under my chairmanship a nonpartisan 
-committee of distinguished private citizens to study the problem of 
foreign aid, emphasized the necessity for an appraisal which would 
determine the limits within which United States could "safely and 
wisely" undertake a program of foreign assistance. 

While there are certain differences between the conclusions of the 
President's Committee on Foreign Aid and the program recom­
mended by the executive branch, a comparison of the foregoing analy­
sis with the recommendations of the committee reveals a broad area of 
agreement in the two sets of estimates. 

In setting forth the reasons for an assistance program, the report of 
the committee stressed the vital importance of European recovery on 
political and strategic grounds and also pointed out the great im­
portance of the European market to the American economy, both for 
direct trading with the United States and as a vital element in the 
restoration of those multilateral trading relationships which are a 
prime objective of United States economic foreign policy. 

The committee estimated that for the first year of the program the 
United States Treasury should provide 5.75 billion dollars to finance 
the European deficit, including western Germany. This may be 
compared with the figure of 5.90 billion dollars for the fiscal year 1949, 
in the executive branch program. 

The committee further estimated that undertaking a program of 
this magnitude would result in a total volume of United States 
expo~ts and an export surplus over imports smaller than in recent 
expenence. 

Of equal importance, however, with such over-all· magnitude is the 
probable impact of a foreign-aid program on specific commodities 
required from the United States. 

It is significant, therefore, to note that in the cases of those com­
modities \vhich I have discussed, the program here recommended for 
the first year of the recovery effort contemplates exports within the 
runge of United States capabilities as estimated by the President's 
Cornmittce on Foreign aid. 

Thu , in the case of agricultural machinery, the administration's 
prorrnun eontemplat s exports from the United States ainounting to 
136 million dollars as against the committee's estimated range 75-125 
million dollars. 

] or coal-mining machinery, tho figures are 82 million dollars in the 
e .. · p ·utivo-branch prograin as compar d with the com1nittee's range 
of 0- 105 million dollars. 
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In the field of electrical equipment, the administration's recom­
mendation is 95 million dollars as compared with a range of 100 to 125 
million dollars. 

While the committee estin1ated the furnishing of a larger proportion 
of finished steel products, the contemplated total exports of steel-mill 
products and raw Inateria1s amount to 232 million dollars as compared 
with the committee's range of 17 5 to 300 million dollars. 

The administration's recommendation in the case of steel-mill 
equipment amounts to 48 million dollars as compared with the com­
mittee's range of 50 to 100 million dollars. 

Finally, the program for the export of freight cars is identical with 
the estimates of the committee. 

THE ROLE OF THE DEPARTMENT OF COMMERCE 

In concluding, I should like to explain briefly the role of the Depart­
ment of Commerce in relation to this program. 

We are at this time administering certain export control, allocation, 
and priorities functions, the necessity for 1vhich would undoubtedly 
continue with the European recovery program. 

I believe that such functions should be p rformed in an ag ncy of 
Government other than the one established to administer the EHP. 

Decisions in respect to the exercise of these powers are now mad on 
an interdepartmental basis under the supervision of the ecretary of 
Commerce in the manner prescribed in the Second Decontrol Act. 

In that way, the technical counsel and assistance of all agencies 
concerned are brought to bear on the many difficult and complex 
problems involved, including the evaluation of our own needs and 
those of the rest of the world. 

It is my feeling that a new organization established to admini t r 
the ERP should be authorized to appraise then eds of the European 
countries, but not to d cide what the total amount of our xports of 
any commodity should be, or what share should go to western Europ . 

The new agency would have a vital responsibility but in a limit d 
field. 

Its primary assignment in this respect should be rather as the 
advocate for the participating countries-to initiat , approv , and 
present their programs-but not to make the final d ci ions a b tw r.n 
their claims, and those of the United States and th r t of the world. 

That is the brief statement, sir, that I have prepared for th on­
sideration of the committee. 

Chairman EATON. Mr. Secretary, thank you for your very compre­
hensive statement. 

What is your idea of the proper organization for the administration 
of this great enterprise? 

Secretary HARRIMAN. I am a firm believer that it hould be in tho 
hands of one administrator, appointed by the Pr sid nt, with th 
advice and consent of the Senate, and that he should b in charg of 
the operating r sponsibilities of thi great task. 

He must, of course, work under th dir ·tion, in regard to for ign 
policic , of th Secretary of Stat , which polici , of cour , in the la t 
analysis arc made by the Pr idcnt. 

I am impressed with th fact that h will hav to hav r Jation hip 
with other members of th Cabinet and th h ads of th other agenci 
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of the Government, and that he should be in a position to deal with 
us anrl shoull have access to us. 

In other words, in vital c.ecisions it \vill be a matter of how much 
grain can be n1ade availulAe from the United States, and he must have 
the full cooperation of the S cretary of Agriculture ' rho is charged 
with the resronsibility of our donlestic agriculture, and responsibili­
ties in seei11g that our people get enough to eat. 

'lhose relationships \\ere establi hed during the w·ar, and we are 
now working under th n1, in spite of the fa ·t that I have the ultirnate 
responsibility for exp rt controls. 

\Y e have work 'd together with the Departnwnt of Agriculture and 
the staff, and the Secretary of Agriculture and I get together and 
tall- on questions of major policy. 

Thcr ~hould be an adrninistrator of this program who has the 
an .e relationships that a mcn1ber of the Cabinet has. 

I e would haY to have relationships with the Department of Com­
m rc in th indu triP.l equipment end, with Interior on questions of 
coal, and certain of the other agencies, such as those providing trans­
portation as required. 

H' would consult with the 1Iaritime Commission on shipment 
abroad. · 

It ouncls complicated, and is complicated. 
This is a very vital program. I think the adn1inistrator should be 

chnrO'ecl with those operating duti s and should have a competent 
taff here and abroad to make the necessary analyses of the require­

nu-:nts of th se countries. 
I went through in England much the same type of study that is 

JlOW required. 
I '"ent there early in 1941 and \vith a small staff we got to know 

prrtty well what the British economic requirements \Vere and how 
they" re op rating, the needs for the war, and also the civilian popu­
lation need . 

\V e worked very closely with the Supply Ministry in England, the 
Acrri ·ultural and Food 11inistri s and those relationships are outside 
of our normal diplomatic relation hips. 

But anyone abroad must be under the supervision of our Ainbas-
ador. W c cannot have two repr sentatives, in addition to which 

numy of th decisions are beyond the purview of the particular supply 
1nini ters and must go to th Cabinet and must be dealt with by the 
1 rime .Nlinistcr. 

In thos r p cts those m n will only work with our Ambassador, 
\vho is our senior representativ . 

'l'h 'rcforc, our Ambassadors in each country will b brought into 
th r lc:ovcry progn1n1 and n1ust ·ooperate with those wl o ad1ninister 
the program abro. d. 

On the oYer-all policy d i. ions that will occur, the current day-to­
day flow go s through charu C'l of c mmunication of the tate Dcpart­
nlent, and directly to the Administrator here. 

Jt. i a. gn•at ·onveniPnce. 
hniintan E TON. You would give the Admini trator abinet 

ra nl~ '? 
·cTctary llARRIMAN. I thi11k that is a detail. I don't know· that 

it i nee sPnry to do so. There ar plenty of m n in adn1inistrative 
po itions that ar a cept d by th n1cn1bcrs of th abin t as th ir 
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equal, and I would certainly accept him as such, and I think all the 
other members should. 

I have never heard of a special agency having Cabinet rank, and 
I am not suggesting that. I am only speaking about his statu within 
the councils of the Government. Aft r all, he is much th arne in 
certain respects as the L nd-Lease Administrator, lVIr. tettinius, 
who had access to members of the Cabinet on matt rs of policy, and 
I am only trying to indicate the need for the relation hip with the 
other agenci s and departments of the Gov rnment. 

Chairman EATON. You are in full accord \vith the general purposes 
of this proposal and the expenditures of these billions for the purpose 
of recovery in Europe? , 

Secretary HARRIMAN. It is my judgment that this is the minimum 
safe amount to undertake this enterprise . . I think the enterpri e, a 
I have said, is noble in its concept, but I cannot overempha ize my 
feeling that it is in our self-interest, and our O\Vll preservation. · 

I believe that the humanitarian interests are to some extent im­
portant, but I think in time our economic interests will r pay our own 
investment when we get the money back indirectly in terms of sta­
bility of our own economy. I think the very fact of being able tog t 
an increase of the raw materials we need, and a stable supply, will b 
important. Over-all, I just cannot cont mplate a \vorld in which 
western European civilization has declined and is under aggrc iv 
domination. The change in the balance of power would be uch tha 
it would have a drastic effect on the rest of the \vorlcl. 

I think we can avoid war. In fact, I am satisfied that we can avoid 
war, if we recognize this is the time to \vork and lay foundations for 
peace. I would have no such confidence if we did not take the step 
contemplated by this program. 

Chairman EATON. This committee has a very difficult and im­
portant responsibility to prepare a bill authorizing thi e.·pendituro 
and giving the ground for our faith in it, and al o to create an or(Tani­
zation for its administration. That is why I was asking you for on1o 
light on that particular subject. 

This Administrator would have to be two men. He would hav to 
represent in some way, at least, the foreign policy of thi ation, 
which involves our becoming a European pow r along with th othet 
16 countries which would cooperat . On the th r han l, h \ ould 
have to be skillful, even as skillful and able a finan ial adrninistrntor 
as your are, to handle this situation. 

How are you going to reconcile those two great functions in .. one 
man? 

Secretary HARRIMAN. H must take th l ad of the cr 'tnry 
of State in foreign policies. ~Io t of hi a tiviti s wilJ b' within tho o 
polici s, and that will require a very detail d I-nowl d(T of th eco­
nomic requirements of the e countri s and th progrcs thnt is b 'ing 
mad in r cov ry and ho\v funds can be t be u l in 'fi ·h ountry 
and in the recovery of Europe ilS a \vhol . 

Most of his a tivitie will be in th onornic fi 'ld, hut th y 1nu t 
be consid r d with our f rpign poli y. We annot have, of cout"., 
two for ign polici , but having worl-cd in that fi ld I s no bns1c 
difficulty in coordinating our '·onorni · a i tan with our foreign 
policy. 
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Chairman EATON. This is the last question I have: Supposino­
the State Department takes one view of this proposed action and th~ 
Department of Commerce takes another view. Which department 
will prevail? 

Secretary HARRIMAN. Well, we have those differences today. 
For instance, we have a Cabinet Food Committee, of which Mr. 
Anderson is the chairman, and Secretary 1t1arshall and I are mem­
bers of that committee. Mr. Lovett usually attends instead of Secre­
tary 1\Iarshall, because he has been away so much and otherwise 
occupied. vVe thresh out these programs, weigh the values, and 
between us, we have always been able to come to conclusions. 

On rna tters of basic policy we have on occasion gone to the 
Pre ident to explain what we are contemplating doing because, after 
all, he has the ultimate responsibility. 

We have not found it impossible to come to an agreement. This is 
really carrying on much of the same type of ·work as 've did during the 
war, and "rhich has been continuing since the war. It would be more 
concentrated in its attention. But I do not see any grave difficulties. 

Of course, if there is a situation ·where there are fundamental differ­
c~l~es of opinion they must go to the President for his ultimate de­
Cl lOll. 

I presume the Congress would follo'v the program from time to 
time, and would give an expression of its views. After all, if the people 
of the country and Congress are not satisfied with the work as ad­
mini tered and progress being made there will be questions raised in 
connection with appropriations for the future. 

Chairman EATON. Failure is the last court of appeal in your point 
of view, but there is a further appeal from the President to the 
Congress. 
S~cretary IIARRIMAN. Certainly. 
Chairman EATON. Thank you very much. 
Seeretary HARRIMAN. 1\1ay I say this. You have asked a question 

on administration, and I want to emphasize that I would not shoulder· 
thi administrator with responsibility for decisions as to ho'v much 
we hould eat at home, and what our policy at home should be, and 
our relation to other countries. You would be putting on an admin­
i trator's shoulder a burden which would be impossible for one organi­
zation or man to fulfill. They must remain with agencies outside of 
thi organization. 

Chairman EATON. He would have to spend most of his time up here. 
Secretary IIARRIMAN. Defending the interests of the communities 

that each of you represent, sir. 
hairn1an EATON. Mr. Richards. 

nir. RICHARDS. I want to congratulate you and your very fine 
con1mittee, and the other members of your very fine committee, who 
have made such a comprehensive report of your study of the European 
situation. 

A I nndcrstancl it, the recent war cost the Unit d State between 
$200,000,000,000 and $300,000,000,000. The national debt of the 

nit d tat s now is about $265,000,000,000, and for that reason I 
am very glad indeed that you went into very fully th question of 
th ultcrnative, if we do not do this thing, b caw;; I think we can only 
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justify a position in support of this program in the full light of what 
may happen if we do not do it. 

You mentioned here that the United States has already spent in 
Europe, since the war, about $3,000,000,000 in O'rant , about .'7,000-
000,000 in loans and credit, $10,000,000,000 i..11 all. This bill propo~e 
to furnish something over $6,000,000,000, of which froin 2 to 40 
percent will be in the form of loans and credit. 

In vie\v of the fact that Europe is already obligated to us to the 
extent of $7,000,000,000, not to mention normal comin r ·ial d •bt~, 
that they are further obligated to the Internatim ... al Banl- for cert in 
loans, do you think that it could be expected that 20 to 4 percent 
of this money could be repaid in the future without endangering 
the European economic program? 

Secretary HARRIMAN. I believe 20 percent is a sound nlinimu1n. 
You see, each country is in a different position, and certain of the e 
countries are in a position to pay considerable urn of In oney, not 
all are obligated. "\Ve are dealing with 16 d1ft'crent nuti n witl1 
different conditions. Therefore, I believe that w • 1nay (.,. t ' t p T_ 

ments on 20 perc nt. The amount above that I thiJ k will rcquir 
a detailed nalysis of the position of each country, th · amotn t that 
is going to each country, what their progran1s are, mHl t om 
extent it would depend upon one of the objectives which ve ha T' 
contemplated i:a this program, to get these countries to expund the 
production of their raw materials, particularly in th ir · loui s or 
dependencies, and then be able to take back for our current needs 
and stock-piling such of that increased production as is necessary. 

It is most i1nportant for us in connection with b ing assur d of a 
source of supply. As you know, we are n1u ·h Inor d p •ndent for 
our raw materials abroad than we were prewar, both b •cause of our 
depleted national resources here and b au e of our •xpa Hling n · ·d 
with this very much larger economy we now have. 

Now, I speak of that as being one of the variabl s which w d not 
lmow until our negotiations are made with each country. If tht y 
can expand th ir production of these raw material it may w ·ll 
in rease their income ov r what now app ars to be evid •nt. Ther -
fore, I think that the administrator should hav flexibility in tlP 
decisions. 

I certainly agree with the thought which I gath r is bae]~ f your 
question, that it would be most unwise to a ldlc any (' untr. • with n 
debt which it could not pay. Our object is tog }t bacl· to sou1Hl <·r •dit, 
and if we follow the pattern of form r experience, ueh a nftpr· tlw 
last war, private r dit b gins to tal~ e the plac of Govenuncn cn·dit,, 
private investment in place of Government inv' tmcnt, and wl •n you 
get a period of confiden e and table urr nci s w find that to follow. 

To get back to healthy onditions will also follow. If you . nddl · 
countries with a debt it hinders a r turn to n rn1aley. 

Mr. Rr HARDS. It would also eli ourage our people if t,h •y <'. ·poet( d 
to get 20 to 40 p rccnt r paym nt on thi mon y and g ~t non, of i 
back? 

ecretary IIARRIMAN. It would rtainly b mo t u11fortunate. 
l\Ir. Rr HARDS. You m ntion din your v ry admirable tnt •mtnt 

her that these people ov r thor requ t •d a crtain an1ount of ·rap, 
and that you had turn d th n1 clo\vn flat in y ur r conlnH'IHln tion. 
Is that the only in tanc • in whi h they h .. v b n turn d down flat 
on anything th y have asl- }d? 
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Secretary HARRIMAN. I think that is the only instance where they 
have been turned do\vn particularly. The reason for that, 11r. 
Congressn1an, is that the one limiting factor, or the one bottleneck in 
our steel production in this country is the shortage of scrap. We 
would be n1ore closely operating on a 100 percent capacity basis if 
we had more scrap in this country. If we hipped scrap out of this 
country it would reduce our steel production and reduce our ability to 
carry other programs. We also feel that the European countries, 
and we, ourselves, have not made as energetic an effort to organize 
~crap collection in Europe, and particularly Gcrn1:1ny, as was possible. 

11r. RICHARDS. Is it not a fact that scrap is all over the place over 
there? 

Secretary HARRIMAN. That is correct. There is no question of 
the need for more scrap in Italy, Britain and other countries, to some 
extent. In Germany they can collect more scrap than is now being 
collected. It was not turned down from the standpoint that they did 
not need scrap, but the place to get it is in Europe, rather than in this 
country. 

~ir. RicHARDS. I saw one plant there covering about 5 square miles 
with nothing but scrap. None of it has been utilized. 

crctary HARRIMAN. That is correct. 
l\1r. RICHARDS. It seems to me that some plan could have been 

worked out to use this scrap where it is needed most. 
ecretury HARRIMAN. These problems have been gro,ving, and with 

all of the problems we have been having the problem of collection 
of crap i now receiving the attention which it deserves. That is 
beino· organized some . 

... ir. RICHARDS. There is one other material that is very essential 
to teel production, as I understand it, and that is chromite. 

ecretary HARRIMAN. Manganese is the most important for our 
production. 

11r. RICHARDS. They both are in short supply in the United States, 
are they not? 

ecretary HARRIMAN. We are importing chrome. There is no 
shortage of manganese and chrome to keep our present production 
goin<T. There is a desire on our part to stockpile some of those 
critical materials, both chrome and manganese, in order to see us 
through in emergency if it should come. 

l\Ir. RICHARDS. Domestic production does not meet the need for 
tho two materials? 

r tary HARRIMAN. No. We import most of our manganese and 
a lartr part of the chrome. 

l\lr. RICHARDS. A great deal of it comes from Russia? 
retary HARRIMAN. I think 20 or 25 percent of our manganese 

and chrome comes from the oviet Union. 
~Ir. RICHARDS. The fact that we need those materials is good 

ground for trading with Rus ia, is it not? 
rctary HARRIMAN. Well, we arc trading with Russia now on an 

op n ba is. We are buying what we can in Russia and they are 
bu ing what they can h rc, subject to export controls. 

~1r. RICHARDS. Are those two materials produced to any extent in 
thi 1 G-nation group? 

rctary HARRIMAN. W II, not directly in those nations, but their 
d p ndcnci s, West Africa, for instance, on of the colonies of Britain, 

69082-48-31 
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produces a very substantial amount in the Gold Coast. They produce 
manganese. Of course India is now a free dominion. We get a large 
quantity of manganese from India and also get a substantial quantity 
from Brazil. 

Now, part of this program would contemplate the expansion of the 
production of raw materials so that that should be considered. 

Mr. RICHARDS. Do you think we would have a right to insi t, 
through a provision in this bill, or otherwise, that part payment for 
the money W'e are letting these nntions have, be delivery to the United 
States of these commodities when they are surplus to the needs of 
Europe? 

Secretary HARRIMAN. I am glad you say "over and above their 
normal transactions," because I think we would be destroying future 
trade if we did not permit our purchases for our current requirements 
to be paid for in cash, which, again, gives them in those countries the 
dollars to buy from us the needed commorlities. It is the program, 
approved by Congress, to stockpile those critical materials. 

I hope that program can be fulfilled. It has not been possible since 
the war to make much progress. But I would hope that as a result of 
this program these countries can properly be asked, and, if sati ficd, 
be willing to do it and expand their natural resources in colonies and 
dependencies to increase production, to be sure of what is very touchy 
in many items, for instance, tin, which we are very short of, and to 
increase it for current requirements and protect our expanding econ­
omy, and then over and above that to ship to us tonnages which we 
can stockpile and keep as a reserve. 

It is in that area in which we can expec.t to get repayment. You 
can handle it two ways. It has been proposed one way. Th 
Congress, of course, could appropriate more money, bearing in Inind 
what we would get back for nothing in the way of stockpiling, or in 
accordance with what the administration has recommended, that 
certain sums be granted as loans, and then we purchase out of the 
appropriations the Congress has made, or may in the future mak , 
for stockpiling, which funds would be used to repay u . 

It seems to me the one that has been r commend d i the In r 
practical method of dealing with it. o indir ctly w g t r<'pnid 
through the goods we get here later, which we tal- in repaym 'nt nnd 
add to our stock pile. 

Mr. RICHARDS. The bill here suggests that we be allow 'd t.h 
pri vileg s of purchasing. 

Now, I was just wondering whether it hould be writt n in th bill 
that certain critical materials should b furnished u in part pny­
ment for this aid. 

Secretary HARRIMAN. Well, sir, then you would have to reduc th 
amount of loans that you would exp ct to make b cau ' it i contem­
plated on this recommendation that w will get repaid with dollnr 
that are appropriated for the stock pile. You ould handl it cit.hcr 
way. Th n you would have to in roa e th appropriations for th 
European aid program to take account of th n1atcrial which w would 
get for nothing for stock-piling. 

I am not sure I make myself plu.in. I will put it another way: You 
would ha.ve to increase the amount of grants-in-u.id. Then you would 
get back some of the grants-in-aid not in th fonn of d lln,rs but in 
the form of material or as is r commend d you ould nutke mor 
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loans which they would repay out of dollars through our purchase of 
these ra\Y materials for stock piling. 

1fr. RICHARDS. To put it another w·ay, you start to run in a circle 
and n1eet yourself coming back? 

Secretary HARRIMAN. Yes. This is a method, and I think the most 
practical method, of doing it. 

1Ir. RICHARDS. I was trying to get out of that vicious circle. 
Secretary HARRIMAN. \Veil, sir, at the moment, the reason why ·we 

are not bvying for stock pile is that these materials are not being 
produced in sufficient volun1e over and above current needs of ours, 
and other nations. This 'vill require additional facilities wluch will 
r quire capital expenditures, which will have to be made, and it 'viii be 
a period of time before they can afford to make those expenditures. 
It will take steel and other equipment which they first need to rebuild 
their own facilities at home. But I certainly believe it should be the 
obje tive of the program to divert at the proper time the energie of 
the European countries to expand these productive facilities, and it is 
only through exploration and development and exploitation of these 
natural rc ources that we can hope to be as ured of a supply of these 
critical materials with an additional amount for stork piling. 

1Ir. RICHARDS. I have one more observation. The United States 
ha'"' taken over many additional military obligations for the protection 
of Europe. These additional obligation cost us one billion annually, 
whi hi another reason 'vhy this aid should not be a one-way street. 

~- ecr tary HARRIMAN. I agree with you, sir. 
hair1nan EATON. Mr. Mundt. • 

l\Ir.11uNDT. Talking on the subject of manganese, I wanted to point 
out that it was pretty hard to justify exports of war potentials to 
Ru~ ia which n1ake her strong enough to jeopardize the peace of the 
world and to cause 16 countries to come to us for assistance on the 
basis that we were short of manganese, because 've have in one State 
of the Union alone, South Dakota, the \vorld's largest deposits of 
manganese. You can get them from us without building up a for­
midable aggressor by making exports for those things in return for 
p ace of the world. 

Chairman EATON. Will the gentleman yield? 
l\ fr: RICHARDS. Yes. 

hainnan EATON. 'Vhy have we not discovered South Dakota 
b for'? 

:\lr .... ~LuNDT. They have be n discovered, sir, but th y have not been 
.·ploitcd and developed, and I do not think that probably is an appro­

priat' question for the Secretary of Commerce. That is not his 
particular field. That is handled by th Bureau of Mines. 

'N~retnr. r llARRIM N. Thank you , ir. That is COlT ct. 
~lr. RICHARDS. I might add that the gentleman's State has the finest 

ph a unt in the world. You cannot beat th m . 
... lr.11uNDT. If w 'vere goino- to encourag all th se superlatives, it 

would occupy th re t of th aft rnoon. 
hninnan EATON. They certainly have very finer pr sentatives in 

ougr' s, too. 
~lr. Vorys sugg ts that we n1al- a 5-minut rul , and h s t a very 

l autiful 'Xainpl th('rt'by. Th n w' will go ar und after that. 
~lr. VoRYS. I know v rybody want to ask something, and I 

r nliz I hav rnore than 5 minutes' worth here. 

• 
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Who got up this so- alled Harriman report, . 1r. ecr .tary? 
Secretary HARRIMA T. The committee oro-anized it elf into ubcom­

mittees on the different basic categories of commoditie that ' er re­
quired. For instance, on capital durable goods, Hiland Batchell r; 
consumer goods, John L. Collyer; development and adrnini tration 
and drafting, Robert ... L La Follette; economic and financial anal r i , 
Owen D. Young; food resources, Chester C. Davi ; manpow r, Paul 
G. Hoffman; mineral resources, Robert Koenig; tran portation, 
Granville Conway. 

The committee, as a · whole, had a staff, although a small stn . 
1vfr. Bi ell was the executive secretary. He is here, if you want 
to ask some detailed questions. 

Each of the subcommittees had a small staff. Thev had a ilalle 
to them the information in Governm nt, and they ,\Tent u id of 
Government to industry or to the background of the individual 
experience of the men. The subcommittees' reports were finally 
approved by the committee as a whole. 

That, roughly, is the mann r in which th y went to work. Tl ey 
worked very strenuously and energetically for the brief tim tl ey 
were at it. 

11r. V onYs. Here is why I ask: I find that wl en a bin t offi · r 
come up here often the most valuable detailed informa.tion com from 
the second line of def nse that sits behind them, because, of cour , a 
Cabinet officer is a very busy man and he n1ust have much of hi 
studying and assembling of figures done by subordinates. 

Secretary HARRIMAN. We are also not always as con1p t nt a~ 
our staff. 

Mr. VoRYS. What I am thinking about is thi : That t.h d r. 
that is compiled in a particular foreign country i wha.t i~ ultirnately 
controlling, or at least v ry important, and I wond "l' d wh r · thi 
committee got its data on the needs in, let u ay, Germany? 

Secretary HARRIMAN. Well, some of them n had been to GPrmnny, 
and the information in particular I can explain. Mr. Ko 'nig \T 

over th re on the matter of coal, one of th important itPm ; uch 
information was made av< ilable as th y n1ay h. ve rcquu·(·(l. I 
think some of the food committe s in rn1any vt r tudyiug re­
quirem nts in Germany. That ·was from t.h ir own e.~Jwri( 11 and 
was available in the Governm nt. Th y al o w 'llt to the indu ri1 
who had been doing busine s, or had plant ov r th r , no only in 
Germany but some of the other countri' , and rna hinPry PI'( pl , 
who had plants ov r there, and got from th m the •stirnn t<: ~ of their 
requi::em nts as they saw them. Th y hud th b nefiL of th ir 
expenence. 

Of cour e, fundam ntally, they tried to ta]p · nnd 
analyz them in th light of these various oth r our ' 
which I speak of. 

11r. onYs. For in tan· , wh n I ''U in Prnwny a' n nw1nlH'r 1f 
the Economic Aid ·ommitt '(, \ e would ·e thin~ nnd tnllp to 1 ( pl 
but then when w ·would asl- about onl production, or sonlPthin lik 
that-\ve did not go around and h J~ nil the Jninc - hut WP V)uld 
ask for stati tic . ur inf rn1ation wn ju t as good ns the P tt ti tic 
that were hand( d to us. 

I am wondering wh thcr your ommit.tcc - I. cc it is th PJ'( id n ' 
committee; but colloquially it is known n th Ifnrrinuu1 f'ommit , 
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and a very fine committee it is-whether you finally got down to 
where you had to rely on the same statistics that the CEEC fellows 
did and our officials did, or whether there was any double-check down 
the line? 

Secretary HARRIMAN. Mr. Vorys, there was not time to send any­
body abroad. You speak of coal. ~1r. I{oenig had been in Europe a 
good many months. He was on the SHAEF staff and he had to do 
with opening up the mines as we advanced. He also made a special 
report of conditions in Germany prior to that time, and also a report 
01 the coal production in Englund, so that he drew on his previous 
exp ricnce in order to analyze the features which were before him. If 
the comn1ittec men1bers \\'"ere not particularly familiar, they brought in 
as advisers m n that they thought 'vere competent from industry who 
had been abroad recently, and in almost every case I think that is 
true. These committees had outside advice from men who had been 
on the spot; but I do not want to give the inference that we had a year 
to mal~e a detailed examination. These are estimates, based upon 
the independent judgment of these men. 

11r. VoHYS. For instance, on steel, the CEEC report came up vvi.th 
a proposal for production by the 16 nations of roughly two-thirds 
more than the steel exports to nonparticipating countries in 1938 . 
... ~ you mPntioncd in your report, you have cut the steel requests 
about in half, and yet the total is still very large, in view of the great 
ne ds of our economy. 

I wondered 'vhether your committee has any suggestions or recom­
nlendations about reexporting of this steel, as to where it should go? 
The amount, you remember, is still very high, compared with any 
previous production of these countries, as I understand it. 

ecretary HARRIMAN. That is right. 
~1r. VoRYS. The proposition is, roughly, that we shall furnish the 

crude steel. They shall process it and then sell it. Is that not right? 
;..; cretary HARRIMAN. Well, of course it goes into the pool. Some 

of the steel products are used for reconstruction and the domestic 
needs. orne of it is planned for exports. It goes into the flow of 
their economy, and exactly what usc was made of the individual bar, 
or something, or the ingots, is a difficult question. That is something 
i'{(' have not follo·wed through on. Some will go to reestablish their 
e onomy out of domestic use of the exports. 
~~Ir. VoRYS. Would you think that they should be exporting­

these 16 participating countries-to the East; let us say to Russia­
th finish d ste l products? 

ecretary HARRIMAN. I c rtainly think so. One of the great ques­
tion bo.~cs about Europe's food in the future is their eastern Euro­
p an trod . They are obtaining a largf' amount of food from eastern 
Europe and Russia has also exported food. 

'l o get the economy of west rn Europe going trade with eastern 
Europe must be reestablished. 

Th only wa.y it can be done i'"' by trade . 
.l\1r. VoRYS. ~ o that you fed tha.t it would b all right for us to 

allocat and control and Lhus r 'due ' our usc of steel in this country 
s that these countries could take the crude or semifinished steel and 
proc ss it and reexport it to Russia, for instance? 

cretary HARRIMAN. Assuming they g t in turn the vitally needed 
food. 
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Chairman EATON. The time of the gentleman has expired. 
Secretary HARRIMAN. May I just say this: I do not believe m 

trying to build an iron curtain to the west of the iron curtain. I 
believe in attempting to break it down. That can be done by trade. 

Mr. VoRYS. I hate to see us furnish iron for the iron curtain, 
though. 

Chairman EATON. I would hate to see both sides of the iron curtain 
-eome down at the same time. 

Mr. LoDGE. Mr. Chairman, may I suggest that since the gentleman 
was in the middle of questioning, he be given more time. 

Mr. VoRYS. I gladly yield at this time. 
Mr. JARMAN. 11r. Chairman, following up that question about ex­

port of steel or any commodity to Russia or anywhere behind the 
iron curtain, in view of the fact that the gist of this thing is a shortage 
Df dollars, would not any food or other material that even Germany 
we will say, would gain in return for the steel reduce what we have to 
do to help the situation to that xtent? · 

Secretary HARRIMAN. Yes; if eastern Europe can increase it food 
production to anything approaching prewar, it will do two thincr': 
It will release the strain on dollars; but what is even more important, 
it will relieve the strain on our. agriculture here and the sacrifice that 
we have to make in straining ourselves to help tho e countric . 
Wheat is a tough item. 

Mr. JARMAN. This will no doubt sound like a foolish question, 
Mr. Secretary. It would be foolish but for the fact, 1n the discu sion 
Df the interim-aid bill, despite your testimony before us at that time, 
the statement was repeatedly made on the floor even after member 
Df our committee refuted it, that we had had no testimony what 'Vcr 
as to the availability of these material in the United States and a I 
say, that is the basis for this apparently foolish que tion that I am 
going to ask you. 

You spoke of eliminating the scrap requests and the reduction of 
steel by those reductions. I suppose you poke of the Paris r qu t'? 

Secretary HARRIMAN. Yes. 
Mr. JARMAN. That was gone into very carefully by your commitkc, 

I take it, resulting in the throwing out of the scrap and th faet thnt, 
we would need this reduction and that reduction, and wh 'Il you hnd 
reached your final conclusion, I judge it is your opinion and U10 
opinion of your committe that while som of the e g ods nrc in 
short supply and although it is going to be nece sury for u to sacrifice 
and tighten our belts in instances, by and large this mat rinl is nvnil­
able in this country and ca.n be supplied without wrecking it. 

S cretary HARRIMAN. That is correct, ir. To cover son1c of the 
Dthcr a.sp('cts, there ure a nun1 her of connnoditics such us conl nncl 
cotton and certain others where the full r quests have b n includ d 
in the stimates. 

The requests were analyzed from t vo angle : one, the avnilnhility 
in this country or in other parts of the world th que t.ion of nvnil­
ability. 

Th re was not any us of cmbarl-ing on a progrnn1 if the goods 
were not available. Th second was whct.lwr the esti1nnt s at Pnris: 
were overumbitious in tern1 of u e and th y w r cal d down wit.h 
that in mind as well. 

The net conclusion, I think, wa that the progrnn1 of cnpitnl 
expenditures which would be required for on1c of this stc l nncl 
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other machinery 'vas rather greater than the 16 countries could 
absorb during this 4-year period. 

It would take more like 6 years to expand that production to the 
degree which they had contemplated in this report. At the same 
time, we believe that this assistance will be of a nature to let these 
countries get back to a self-sustaining basis. 

J\1r. JARMAN. There is no use in getting them back on a self-sustain­
i~g basis, is there, if in doing so we should put requirements in this 
bill that they pay back a great deal of this in strategic materials 5 or 
10 years from now? 

In other words, if we create a situation which would endanger them 
falling immediately back into the slough of despondency, the situ­
ation in which they now find themselves, immediately after we 
pulled them out-there would not be much system to that; would 
there? 

ecretary HARRIMAN. No, sir. 
J\-fr. JARMAN. Now, considering this $6,800,000,000 that is proposed 

under this bill, 20 to 40 percent of which is expected to be loaned . 
... row, the crux of the situation being the dollar shortage, if we put in 

any stipulations about requirements of payment in strategic materials 
which \Vould increase those loans to a larger amount than 20 to 40, 
would it not be necessary to add that much to the six-million-eight? 

ecretary HARRIMAN. It would be. 
~'Ir. JARMAN. And therefore we would be just taking out of one 

po ket and putting into the other; would we not? 
~ ecretary HARRIMAN. We would ; that is correct. 
~1r. JARMAN. Now, shf>rt supply: Of course, many of these goods 

are in short supply. We had several amendments on the floor 
ofl'ered by well-intentioned young gentlemen, I am sure, from my 
part of the country, to eliminate the shipment of anything that was 
in hort supply. 

I it th opinion of your excellent committee that we can supply 
the e good ? A sufficient number of them are in short supply, are 
th y not-that a.n amendment to prevent shipping anything in short 
supply would ruin the program; would it not? 

eretary HARRIMAN. It would. I do not mean to say that some 
quantitirs are not in adequate supply. Dried fruits, for instance, we 
can send. \V may even have some wheat in surplus. I think we have 
enough otton and coal, hut it is taxing our transportation. But in 
othPr area , even though we have some in surplus, we have not enough 
.mel we must realize that this cannot be undertaken unless tho Amcri-
·tt!l peopl arc prepared to make an immediate sacrifice for the ultimate 

gn.m. 
i\fr. ,JARMAN. peaking of sacrific , can you compare quickly the 

tn.· t.hat th Engli hman pays as compared with our tax? I mean 
which pav the most? 

~ per tary I-IARRIMAN. Oh, they pay v ry Inuch more. I have 
forgotten what it is now, but during the war a singl man paid a 50-
p ·rcPnt tax on his income over a hundred pounds, over $400, and that 
\'Pnt up to nin t en and six to th pound. 

That is 19}~ cents out of every 20 cent . 
l Ir. ~TARM N. A great denJ more? 

et'r tary IIARRIMAN. A great deal more, and corporation paid 100 
perc •nt xcess-profits tax. 
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Incidentally, they paid a larger percentage of their war expenditures 
out of taxes than w~ did, I think-about 10 percent more. 

11r. JARMAN. I '\Voncler, how wrong I have be n in malying the 
statement which I have made promiscuously in my district to the 
effect that while our taxes are high in this country and '\Ve want to 
reduce them '\Vhen that can reasonably occur, that if this plan does not 
become la'v and assuming the worst, that is, a domination of the rest 
of the 'vorld by communism and the necessity to fortify this continent 
and maintain the necessary standing- army, that thi period of ours 
would during the years to come probably be reflected upon a a low-tax 
period. 

Was I very far ·wrong in that? 
Secretary HARRIMAN. I think you are very right, sir. 
Mr. JARMAN. That is all, Mr. Secretary. 
Chairman EATON. The gentleman from the manganese section of 

the country, 11r. Mundt. 
11r. MuNDT. Mr. Chairman and Secretary Harriman, on page 13 

you mentioned that the calculated production · of farm machinery 
next year is going to be 20 percent higher than it was last year. 

Of the calculated farm machinery production for next year, what 
percentage is it expected you will ship overseas under this progrmn? 

Secretary HARRIMAN. I do not think we estimate 20 percent above. 
I think I said that the machinery on the farms ·was 20 percent above 
prewar. 

Farm machinery production for next year I have not ip.cluded. 
Unless we can do something to help increase the amount of iron and 
steel available, I doubt if it is very much greater. It would be slightly 
greater, I think. It would be about 10 percent greater. 

Mr. MUNDT. And what percentage of that greater production is 
calculated to be shipped overseas? 

Secretary HARRIMAN. I think that the total exports of farm ma­
chinery from this country, it is contemplated, will be about 10 perc nt 
to Europe and the over-all would be about 15 percent. 

It would be about 15 or 16 percent of our agricultural machinery 
for export and about 10 percent would go to Europe. 

Mr. 11uNDT. Does that mean we are going to have 5 perc nt I s 
farm machinery available domestically ne.~ t y ar than w ar thi 
year? 

Secretary HARRIMAN. No, we would have roughly 5 p rc nt mor . 
Your expan ion in production amounts to more than the incrca 'd 
shipments to Europe would. 

Mr. MuNDT. That is what I was speaking of. No·w, w om to 
something a little more vital. On page 17, in view of the con idt>r­
ations about freight cars and of the great need for them in the United 
State , we propose to permit exports of only 20,000 ·u.rs to nil of 
western Germany. I think that is very conunendn.bl \ that you ar 
going to maintain the transportation yst m of th United tntc 
and limit exports to 20,000. 

In that connection, I would like to find out what i going to b the 
policy of this administration about e.~porting freight cars to Ru ia, 
which was done through 1947? 

Secretary llARRIMAN. I do not thinl\: there will b any shipped to 
Russia next year. 

Mr. MuNDT. I know about some that were shipp d thi ycn.r but 
there may be a lot more than that. 
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Secretary HARRIMAN. I will submit the figures to you. They are 
a very small number. 

(The information is as follows:) 
During the eleven months ending November 30, 1947, 281 cars valued at 

$1,616,254 were shipped. 

:Nir. 1\iuNDT. That to me is the crux of a very difficult problem 
that you are going to have to face up to, and I think you realize it. 
It is a realistic approach to this program now in \vhich \Ve are sort of 
engaging in economic strife or ideological warfare, or something. I 
agree with you this is not just a humanitarian gesture, but it is a very 
essential part of our program if it is anything at all, and I think it is. 

I think we are going to have to have some kind of modification to 
what you said was an open trade program with the Soviets whereby 
they would buy in this country what they could get and we would 
buy in their country \vhat we could get \vithout screening it, apparently 
from the standpoint of effectiveness of \vhat they buy here upon this 
European situation which we are trying to help alleviate. 

Certainly freight cars and locomotives and trucks and tractors are 
something which, in the hands of the Soviets, regardless of where they 
get them, help them increase the pressure and develop a formidable 
attack economically upon the 16 western countries they do not want 
to have successfully functioning in the ERP. 

If we are going to, through congressional action, give $6,000,000,000 
or any major portion thereof in trying to make this program work in 
those 16 countries, I think it is an axiom, I think it is just naturally 
part of the program, and we might as well announce to the world that 
we are not going to, during that period, ship to the Soviet the type of 
things they need in order to succeed with their program of crippling 
our venture in Europe. 

Now, what is wrong with that suggestion? 
~ccretary HARRIMAN. Well, Mr. Congressman, I would like to put 

it this \vay. We have the problem that we have only been controlling 
about 25 percent of our exports. We got down from controlling 
pretty nearly everything during the war to the natural fact that we 
did not hav~ to control so much and then \Ve were under considerable 
pr sure frmn our appropriations standpoint and we had to reduce 
it to that arnount. 

\ 7hcn you control exports you have to have enough staff to make 
qui(']- deci ions or else you cripple all trade. We have additional funds 
now and we have recently, in the last week, placed all of the exports 
to Europe under control. 

\V c felt that was a desirable thing to do. 
l\Ir. 1\1 UNDT. 1\Iay I ask a question for information here: By that, 

do you rncan that before an American exporter can ship something he 
hns t g t som kind of clearance. 

'Cretary HARRIMAN. He has to get a license and that would 
includ Russia and its satellites, as well as all western Europe. 

ow, we bcli 'V that is desirable. That i a r covery area in which 
'On ~ id 'ration of everthing they buy here is important to make 
ur, they are using their dollars for the most useful thing and al o 

to protect our economy. 
\V e arc finding that w should control more than w have in order 

to protect ourselves at home. 
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Now, that policy \vill make it most important for us to review what 
we had not been able to reYiew, the Inajor part of the trade to the 
Soviet Union and eastern Europe. 

We will be developing policies in that respect. I want to say this, 
though, that in approaching that I think thatwe must consider definite 
questions on shipments to all countries regardless of what equipment 
goes out. I do want to emphasize the fact that we could not 
have world recovery as rapidly as we otherwise could if we attempted 
to shut-off trade from eastern Europe. 

The food is most important of all, but then there is a great shortage 
of timber, coal from Poland also being a vital factor, and the trade 
between western and eastern Europe and trade between those coun­
tries and this country is important in recovery. 

Now, as I say, I am not in sympathy with the idea of building up 
an "iron curtain" to the west of the "iron curtain." I ain a firm 
b3liever that if we can get recovery in western Europe the pressure 
of the better living in western Europe will force a reduction of the 
rigidity of their controls which w say they have over certain countri s 
in eastern Europe and that we can hope for a peaceful world only if 
we pursue that policy. 

As far as such things as tractors are concerned, if they are avail­
able, I think we want to encourage that type of thing to incr a c 
agricultural production. 

Now, you can play it two ways. We can accept the fact that a 
conflict is inevitable-and I do not accept that-or we can pursue 
the policy of trading with those countries, but in all cases we mu t 
see that they do export the things that we need, not only for ourselvc 
but for the recovery of the countries that are interested in those thinO'"'. 

Mr. MuNDT. May I summarize that to be sure that I have i 
clearly in mind, because I think that this is one of the big vital issue 
around which the success of the program is going to rcvolv when it 
passes through Congress and the country must understand it clearly. 

Am I correct, then, in my understanding that as of today and 
henceforth, all exports to European countries, which include those 
behind the "iron curtain" and those this side of it, now must r ceive 
official approval by your control board before th y are shipp d? 

Secretary IIARRIMAN. That is correct. I beg your pardon. I am 
corrected. I must say we have announced it. The efi'ectiv dnt' i 
Maroh 1. 

l\1r. 1\iuNDT. Yes, and certainly that i a v ry ominenclahl ·on­
structive step because we are going to be i1npelled by th r 'alitiP', I 
am sure, to restrict certain types of exports to certain area . Oth r­
wise you are going to be accessory in trying to defeat the program 
and you do not want to do that. If it is going to succe d, do you 
agree with me that you must have in these bilateral agreCincnt" omc 
kind of understanding with these 16 countries that they, in turn, 
exercise some kind of discretion in the type of things whi ·h th y ar 
s\ipping to the other side of the iron curtain? If we build up 1 G 
European economics which, in tun1, hip over into the Soviet arNl. 

war potentials, because of their desir to g t wheat or coal, then, w 
are engaging in a very vicious cir le whi h om back to jeopurdiz 
our sPcurity at some futurP date. 

ccretary HARRIMAN. Well, I think, v ry franl·ly, that tlH' 1<\S nt­
t ':mpt we make to dominat other countries in this progr. In, th \ L<'Li<'I 
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off we are and the better results we will obtain. I think we had better 
lea,re it to those countries to decicde on ho'v they should dev.elop their 
trade. It is absolutely impossible to define this war potential. In 
total war, as you said, even machinery for the farm in practice in­
creases the war potential. Food is the really basic commodity on 
which a nation fights a war. I feel very strongly that trade must be 
encouraged, that we should not interfere with the bilateral arrange­
mPnt . I know· of the leading statesmen of these different countries, 
that they have the san1e thoughts and objectives in mind that we have. 
It rnay not satisfy any one individual. He might disagree on the kind 
of trad that is desirable or is not. I might disagree with him. In the 
Ia~t analy is, I think the time is going to come of more prosperous 
ondition in western Europe and the pressures of people for a better 

life will tend to make for a change in the objectives of the present 
rulPI"' of tho c countries. I believe if we embark on a program of 
tr. 'ing to hold them do,vn, it will lead to disaster and lead to develop­
Inents in th wrong direction. The standard of living in the Soviet 
Union i rery low, as you know, and as the standard of living is in­
crca. cd, people begin to realize they can have a better life and when 
the oviet Union begins to pay more attention to the improvem nt of 
the standard of life of their people, then, you are going to begin to 
lutve a more peaceful outlook. 

?\Ir. YoRYS. 1~1r. Jonkman? 
~Ir. 11-u ~DT. A parliamentary inquiry. May I have the record 

how that silence does not mean con ent, but simply that my 5 min­
ut shave run out? 

~fr. VoRYS. Yes ~Ir. Jonl man. 
~fr. JoNIDIAN. 11r. Secretary, Chairman Eaton has already asked 

a few questions about the function of the Administrator. Are there 
not n1ore significant difference in the forn1 of organization proposed 
b.T the President' bill, on the one hand, and, for instanc , the com­
mittee ·which yon headed and the Herter committee, on the other 
hand. By that I mean, to put it briefly, in my estimation the Presi­
d nt' bill appoints only another Assistant Secretary of State while, 
on the other hand, your comn1itt e, if I may call it that, and the 
II rter con1mittec propo a corporate form of organization of a Board 
of Directors in which the ecretary of State will be one of the directors 
and in that way it will integrate our foreign policy. Would you care 
to conunent on that? 

Secretary HARRIMAN. I would pr fer to have the c.~act rc om­
mcnda tion of the so-called Harriman con1mitt c presented to you 
by ~lr. Bissell who is her , or by Senator La Follette, who wrote it. I 
do not find mys lf in full agrccn1cnt with that proposal. On almo t 
all of tlwt report I agr e, and the only thing I disagree with is the 
qu<' tion of adrninistration. It i not far afield. I cannot se how 
tbi ·~1n function in rnuch of any other way than th one I have 
att ·n1pted to describe. 

~Jr. tJO~Kl\IAN. vVhen you say th Oil you attempt d to describe1 

you m •un in the Harrin1an r port? 
SPt;l' •tary H.\HRIM.\N. o . 
... 1r. J ONKMA . Do you rncan th Pre id nt's bill? 

ccrctary IIARRIMAN. I have not discu ... cd it in detail with ecre­
tary 11arshall, but I I-now generally ·what it docs. . I w<;>u~d not be 
urpri. eel if it did not operate Inuch In th way I out.hncd 1t 1n an wer 
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to Chairman Eaton's question. Of course, the Herter comn1ittee' 
report is quite a different set-up from the so-called Harriman com­
mittee's recommendations. The Harriman committee report su~­
gested the possibility of a form ·with a council attached to it wl ich 
included largely the members of the Cabin t which this administrative 
group would have to function in. The I-Ierter committee propose , a 
I understand it, an independent Board of Directors of part-time 
individuals with export controls within the function of that corpora­
tion. I find myself not in agreement with that proposal. I want to 
say I have tremendous respect for the \Vork of 1'Ir. Herter and hi 
committee. It has been verv constructive and I cannot believe th v 
entirely considered \Vhat would happen if this Administrator had uch 
an independent authority and they put in an indep ndent group of 
part-time men who had not been through, and were notre ponsible for, 
certain parts of it. 

Mr. JoNKMAN. At the present tin1e, do you not think thi-- will 
involve a big business administration? As I said to Secretary nyder 
this morning, we arc going to spend more 9n this program annually 
than our average annual budget for the 10 years in the 1930'"'. Will 
you give us an illustration? There has been con iderable eli cu ion 
here about stock piling of materials, whether we could not ask son1e of 
these 16 nations to bind themselves, not during the life of this progran1, 
but in the future, afte:t; the program has been consummated and they 
are back on their feet, to repay some of this money with stock piling 
materials. There has been quite a little discussion as to whether that 
would be in loans or in grants. Well, now, in loans, I cannot see any 
question there at all unless you want such things as uranium or e.·­
ceedingly strategic and scarce materials, because any nation would be 
glad to pay its bills in commodities. In fact, that i on of thr. 
troubles \Ve have with European countries, they want us to tal- more 
imports. But if we are going to take that fron1 the grant , I ·nn 
see it is going to be mostdifficult for a foreign policy-makinrr organi;.'; ~­
tion to put itself in that position of the Shylock that say::;, "Just a 
soon as you get on your feet we arc going to have a InortgaO'e on you 
and then you are going to have to repay some of this stuff," whil , on 
the other hand, if you had an independent auxiliary administration or 
a corporate organization, they would lool- at the businc.'. a. p ·t more. 
After all, this is not relief any more, it is not h lpinrr th per on for· 
relief. We are putting them back on their feet in bu in ss nncl oft n­
times furnishing the capital. Do you not thinl- that th, form of 
organization proposed in the so-called Harriman report or the II rt r 
committee would give us a far better businc s admin1 tration than h 
State Department, which, from the very nature of its functi ning, i 
under a difficult situat]on along this line? I a1n not criticizing them 
except for that. 

Secretary HARRIMAN. W 11, as I have said in answer to the qu tion 
of Chairman Eaton, I believe that there should be an ind p nd nt 
administrator to handle the operating fun tions. ow, on the 
question of the positions as to foreign polici , they n1u t b und r the 
Secretary of State. I do not know how you are O'oing to defin in 
advance what each of the countrie can do in tho way of dovclopinrr 
natural resources. I have had certain dis ussions with c rtain pcopl . 
There are potential sources of raw material which ar not ntircly 
explored yet. 
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.~.1r. Jo ... TK~IAN. I am not interested in taking the ti1ne on that. 
I would like to have you answer the question whether or not, for 
instance, if the tate Department handles it, it would be far more 
difficult to lay down those conditions than if you have an independent 
corporate organization. 

, ecretary HARRIMAN. I would not have felt so; no. I think that 
those programs have got to be worked out with the full analysis of 
all of the administration, the Department of the Interior and the 
Department of Commerce, in terms of our knowledge of what we need 
and in terms of what can be expected in the way of future trade 
relationships. I think the Herter committee puts too much responsi­
bility on a group of men who are entirely outside the Govern nent. 
I think you will get a much better and more satisfactory arrangement 
if it is within the Government. 
~·Ir. VoRYS. 11rs. Bolton. ' 
And again it is understood that the time schedule suggested by the 

hair doe not mean that silence gives consent to the last statement 
of the witness. 

nirs. BoLTON. 11r. Secretary, in the matter of the strategic materials 
and the method by \:vhich we might set up the agreements in the 
mat ter, if it would be feasible, it does seem as if it \Vould be forward-
1 oking on our part to do something about it. Would you feel that it 
would be wise to include such a condition \Vherever practicable? 

ecretary HARRIMAN. I think much as it has been proposed is the 
rio·ht w·ay. It is an objective and the Administrator should be charged 
with there ponsibility to negotiate on \vhat can be done in the \vay of 
expanding the produc ~ion of these strategic materials and the amounts 
that can be obtained over a period of years, and those programs should 
be borne in mind in connection \vith ·w·hat proportion of our assistance 
hould be in the form of the grants-in-aid and \Vhat percentage should 

be in the form of loans. I think one has to bear in mind that to be 
ff ctive t.his must be a continuing program and \Vhat·might be decided 

in the way of percentage this year might be changed in another year 
and any n w conceptions an be adjusted. The future question of 
grants-in-aid can be adjusted by what has been found out in the 
menntime. 

~Irs. BoLTON. The strategic things \vould be in the Loan Division, 
however. 

• cretary HARRIMAN. Yes, because they \Vould be in term of 
dollar , but actually what they could supply \Vould be tal~en into 
on ideration on those grounds . 
. Ir". BoLTON. I have been informed that there is a differ nee 

bt tween the State Dcpartm nt method and the other bill before us, 
which is the Herter bill, that in the tate Department it is put in mo~c 
or· le(l us ·1 condition and in the Herter bill it definitely negotiates 
to ard that end. Does th r s em to b0 v ry mu h cliff rene to you'? 

. ecr tm·y HARRIMAN. I have not tudicd th language. I thought 
th State Department propo al made it perf ctly lear th tit was o 1c 
of our objective to 0' 't the maximum increase in producti n that 
wa within reason and within our requircn1 nts. I do \VUnt to impr ss 

I yon· the fact that I mn con erncd ov r th availn bility of th' raw 
11. terinls \VC need, not alon for our strat gi toci~ piling, but for 
o 11· eurrcnt usc. I would think that th A(hninistrator hould have 

l' clear to hirn that one of hi r spon ibilities to this nation i, to 
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see that these developm nts are undertaken. I do want to say that 
to my knowledge it is impos ible to lay it down now becau e in orne 
areas there are indicatim .. s that minerals are thPr but th y have not, 
been explored suffici ntly even to say what can be developed 
from them. 

1\irs. BoLTON. Of course, the other countrie would hav to have 
machinery to develop and also they would have to have engineers to 
do the ·work. 

Secretary HARRIMAN. They "\Yould have to have the machinery for 
their own production and there is also the question as to whether in 
certain cases American corporations might not be able to undertake 
these developments. And they might. It should all be left to the 
Administrator to work out and I would hope that at the prop r tirne 
he would give it his attention. 

Mrs. BoLTON. And in some of the considerations given we would 
have to consider, I suppose, what the ultimate. goal is in this whole 
matter, whether it is for a controlled economy or whether it is for the 
thing which we always feel is American, the free-enterpi'ise method, 
so that private capital would be developing these materials in different 
countries rather than just a Government-controlled economy. 

Secretary HARRIMAN. Well, I must confess that I feel in the c 
European countries that remain under what we call a democratic 
system, where the people express their own opinions as to the fonn 
of their economic development, that it is none of our affair, but when 
it comes to a totalitarian dictatorship, where a few people dominate, 
then, you have a potential difference. After all, \Ve have in our own 
experience had the Government make certain regulations and if a 
country in western Europe felt that it "\vould better d vclop it 
resources by a Government-controlled enterpri e, I do not think that 
is any of our affair. At this time I think w ought to create oppor­
tunities for American private investment b cau e that will get bnck 
to normal trade and bu iness relationship . 

Mrs. BoLTON. Could a further condition b inserted into the lu.w 
that would provide that no alteration in th terms of agre •mcnt on 
businesses conducted by American concessionaires 1nay be made 
without the approval of the United States Government? 

S cretary HARRIMAN. I must confes that I hate to SP , t.hn typ 
of condition "\Vritten into the law. Condition ·hang<' frorn pPriod t 
period, and it should b our national policy to prot' t iuve tnwnt 
abroad in an appropriate n1ann r, but ondition do chang, an l I do 
not think you could give a conccscionair that authority if n, ·ountry 
of its own free will wants to take over thos assets. It i its io·ht to 
do it, but we must insist, of course, that th investors b properly 
comp nsated for it. I would not favor writing in u ·h a ·ondition. 
I think it must be 1 ft to future development, although I firn1ly bclicv 
that An1crican invcst1n nts abroad should be prot ·t d. I do re ·o~­
nize the right of any nation to nationaliz it re .. ourcP if it find it 1 

ne essary to do so, but Ameri an inv('stor hould b prOJPrly com­
pensa t d for that. 

lVIrs. BoLTON. My 5 minutes is up, ."O I cannot go on. 
Mr. LoDGE. I 'vould be glad to yi ~ld. 
Mrs. BoLTON. Thanl- you very much Mr. Lodge. 
Mr. VoRYS. Mr. Lodg . 
Mr. LoDGE. Mr. Secretary, in con1wetion with th strat<'gic rnn,t '­

rials which have been holding our attention for sorn tim , rny unu r-
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~tu~lding is that our stock-piling-development program runs over a 
pcnod of 25 or 30 year ; is that correct? 

ecretary HARRIMAN. I have forgotten. I think it is 20 years. It 
is a long term. 

l\~Ir. LoDGE. Do I understand you correctly that the administra­
tion's attitude means that these countries can never produce enough 
to rep.ay son1ething above the balance needed to support those 
countnes? 

ecretary HARRIMAN. I am not sure I understand your question. 
\Voulcl you mind repeating it? 

l\Ir. LoDGE. In other \\rorcls, if they should reach a point where 
there is no dollar deficit, could we then receive some of these stock­
piling n1aterial in the future by way of quid pro quo for sums turned 
OYl'r under this program? 

ecretary HARRIMAN. What was contemplated, as I understand it, 
wn that the po sibilities of supplying our stock pile would be taken 
into con ideration in connection \vith the long-term loans which we 
would be Inaking to these different countries and that that is a long­
t rrn repayn1ent as far as our stock-piling prognun is concerned. The 
ability to repay. the production of these foreign countries would be 
taken into account in connection \vith the size of the loans that are 
included in the program. 

~Ir. LoDGE. I 1ni under toocl you, ~1r. Secretary. I understood 
~~ou to say to the g ~ntlen1an fron1 .Alabn.ma that you felt that it 
''Oultl be a n1i take to make long-tern1 com1nitments providing for 
r pnyn1ent of any part of these sums in the long-term future. 

ecretary HARRIMAN. If I n1ade an incorrect answer, I want to 
COIT ct my elf, because I firn1ly believe that we should expect these 
countries to repay all that they reasonably can without interfeFing 
with their coming back to a normal r lationship and get back to the 
tim when private capital will take care of the future investments 
tbnt will be r~quirecl. 

l\fr. LoDGE. Then, in that case there would be no reason not to 
in Tense the an1ount of these lon.ns to more than the 20 percent now 
onten1plated and provide for repayn1ent of these loans in strate­

gie rnu.terial in the long-term future? 
cr tary HARIUMAN. Well, I believe that ·within this range it is a 

fair topic to set up. I think it would be unwise to set up any long r 
tin1, of repayment at this ti1ne. After all, in the future, we n1ay 
find that our guess as to the ainount of strategic material has increa ed 
a a r, ·ult of e.·pcrience. This is a 4-year program, and adjustm nts 
an be nu1de. I would think it would be unwise for Congress to 

in i t on n1ore than this range at the present ti1ne and have any real 
c nt •1npl~1tion of gett.ing the Inoncy back. 

nfr. LoDGE. upposing it were expressed in such a way that the 
pn Tn1 •nL would not be n1ade tmlcss ther was something above the 
1 nlnncc ne 'dod to upport these countries-in other words, something 
b vond t.hcse t rn1s? 

~ e ·rctary HARRIMAN. I would rather see the program stimulated 
n be t it can be and set those goals. In your case th re would not 
b th same incentive to n1eet those adjustments whi h ar necessary. 
I thini~ you would get about as much as we can fairly contemplate 
r iving in time. 

:~dr. LoDGE. Is that not a pretty hard thing to stimulate? 
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Secretary HARRIMAN. Most of these developments are pretty long 
range developments-10 to 20 years. The loans will run for at least 
that period of time, and I \vould think you would have to make them 
about as precise as possible, and I think it would leave the future open. 
I think we ought to make these arrangements so. Otherwise, if there 
are contingencies hanging over the heads of different countries, it 
will affect their credit and their position, and I believe it would be 
wiser to set them in advance rather than leave them open. 

Mr. LoDGE. After all, is not credit a question of dollar balance? 
And if it were provided that that would first have to be satisfactorily 
handled, it seems to me that it would not affeet their credit. 

Secretary HARRIMAN. Well, it is such a variable factor. We 'well 
know the kind of restricted conditions which people are living under 
now, and if you had contingencies over their heads so that they could 
not program their balance of payments, there would always be the 
question as to whether they should increase the food rationing of the 
British people or pay us a little more. I think it would be far better 
in our relations with each of these countries if we made a fixed agree­
ment. I think we would get more incentive and there would be more 
recovery and it would work out better in the long run. If you ]eave 
that contingency open, then you get into every aspect of the life of each 
of these countries, because they are so restricted today. \Vhen you 
say that they ought to pay us more or less, causing a decision a to 
whether they should have a little more gasoline rationing or a little 
more food rationing, I would not think we \vould want to keep such a 
continual decision hanging over their heads. 

Mr. V ORYS. Mr. Mansfield. 
1v1r. MANSFIELD. Mr. Secretary, on the basis of the report made 

by your committee, and other committees which have looked at it 
from a domestic angle, is it your contention that the United tates 
is well able to undertake the cost of the proposal now before us? 

Secretary HARRIMAN. I believe that it was the conclusion of thi 
committee that this country should embark on this progrq,m and 
should undertake this program and pursue it, as I have quoted, with 
boldness and determination; but, by the same token, it i, r ogniz d 
that it cannot be done out of our surpluses-that there will have t 
be a definite sacrifice in terms of consumption at home during this 
period. So when I agree that we are well able to do it, I must qualify 
it by saying, "With certain sacrifices, \Ve are." 

Mr. MANSFIELD. But, in your opinjon, the sacrifices are w ll worth 
the achievement of the goals which have been set and \vhich are, as 
I see them, a certain amount of humanitarian r lief for a distress d 
people, the economic rehabilitation of western Europe, and we hop 
eventually all of Europe and the world, and, finally, as a hold-back 
of the spread of communism; is that correct? 

Secretary HARRIMAN. Yes. I would put it in a slightly differ nt 
way, but that is substantially correct. I think you can put it anoth r 
way. I think we would be repaid economically, although that is very 
hard to prove, in terms of our world trade over the years. But in 
terms of the main objective of peace, th inv tm nt is tiny as com­
pared to what we would face if we did not embark on it. 

Mr. MANSFIELD. Mr. Secretary, would you give this committ 
the benefit of your views as to what would be the result here if thi 
proposal were defeated? 
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Secretary HARRIMAN. I read from the statement of the '"'O-called 
Harriman committee and I can read it again very rapidly. Or if you 
prefer, I shall give it to you to read. . 

:Nir. ~1ANSFIELD. If you have already given it to the committee, I 
'''ill read it later. 

Secretary HARRIMAN. I am handing you the part I read. 
1'1r.11ANSFIELD. One more question, :Nlr. Secretary, and maybe two. 

Would you think it advisable to attach conditions to this legislation 
if it is reported out of this com.mittee by means of "\7\'"hich \Ve \vouJd be 
able to get back from countries which have materials, minerals and 
products which are critical and in short supply in this country? 

Secretary HARRIMAN. I do not think I \Vould express it that way. 
It is the objective that these countries should expand their natural 
re ources at hon1e and in their colonial possessions, not only to assure 
us a normal supply for our economy but also to help us build up our 
tock pile. I think it should be expressed as an objective, not in terms 

of a condition, because it is very hard to define a condition and in the 
la t analysis it is the general skill of the Administrator and wisdom of 
the administration in this program and the energy and good will of 
the people. I think we can best get that by stating objectives rather 
than conditions. 
~1lr. MANSFIELD. I see. Thank you, Mr. Secretary. 
That is all, Mr. Chairman. 
11r. JoNKMAN. Any further questions? 
~vlr. LoDGE. Yes, I have some more questions. 
11r. JoN KMAN. 11r. Lodge. 
11r. LoDGE. With respect to the petroleum situation, Mr. Secretary, 

I understand that. England, France, and Holland have big oil holdings, 
pos ibly as large as our domestic reserves. Why could we not cup 
some of our fields in from 5 to 10 years and repay the owners by deliv­
eries from European-held oil reserves abroad? I am informed that 
the estimates of those reserves permit commercial use along these lines. 

ould we not keep these cupped fields for naval reserves and be repa.id 
veral hundred million gallons a year from foreign assets? 

ecretary HARRIMAN. You mean with our domestic consumption 
held down? 

11r. LonGE. Yes. 
ecretary HARRIMAN. I think in answer to that we would have to 

con iclcr the whole world petroleum situation, our own requirements 
and the requirements of other countries, and I think the administra­
tion should consider that question. As you know, we have under 
·on trol of our own companies very large reserves in the Middl East 
' rhi ·h in orne ways are larger even in potentialities than those of any 
oth r ·ountry. 

I think that a study should b made. I feel very strongly, as your 
question indicates, that we should conserve our petroleum resourc s 
in this country and should mbark upon a program of expanding 
production abroad and increasing our imports. Generally sp aking, 
at he present time, known r serves in the United State are about 
a third of th kno\\·n reserves in th world and I imagin w probably 
h1ow more about our r s rv s than at least c rtain oth r ar as. \V e 
ar no\· producing about two-thirds of th world's petrol urn. That 

rtainly is a reckless tlling to ontinu to do and I c rtainly agr e 
with "hat I gath r js the baclrground of your qu stion. W ar in 

G9082-4 -32 
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a very difficult shortage of petroleum product in this country this 
winter, and as Secretary Krug has testified befor other committees 
of Congress, it looks as though next year is going to be serious also. 
We are expanding and have expanded fantastically our u e of petro­
leum products in this country, approaching double what we used 
before the war. That is not the exact figure. Now, it would be 
reckless for us to go ahead and drain our own resources to take care 
of our immediate requirements. Now, Europe at the present time 
gives as per capita use of petroleum something less than 10 percent 
of petroleum products that we use in this country and it is contem­
plated under this plan, if the plan goes through as it is planned. that 
they will get up to about 10 percent per capita by the end of this 
program. 

They use 10 percent per capita as con1pared to us. In other word , 
they use 1 barrel per capita compared to 10. One-tenth as much. 
Not 10 percent less, one-tenth as much. I do not think we can have 
European recovery if we deny Europe the value that comes from the 
use of petroleum products in internal combustion and so forth. \Yhat 
I am getting to, I think we should consider in expan ion of \Vorld 
production our own resources and European re ource under the 
control of the European countries. I think it \vould be perfcct,ly 
appropriate to consider what part of their production they could, 
over a period of years, contribute to us, but I do not think anybody 
can be in the position of answ·ering now what part of the avpjla,blc 
resources in the 11iddle East and Far East and the Caribbean, and o 
forth, we can now count on their contributing to us from thrir re­
sources. I think it requires a very exhau tive tudy and I think that 
will be mn.cle, n.nd I certn.inly agree \Vith you that that study hould 
consider whn.t contribution they can mn.ke to our jncrea ing rcquir -
ments of petroleum products. I, for one, would lilTe very n1uch to 
see us conserve our supplies. 

Mr. LoDGE. I am in full agreement that without p troleum th 
European recovery program cannot \Vork. I presume you will n.grrc 
with n1e, 11r. Secretary, that unless we have adequate petrolcmn in 
this country to enable us to fill our vitn.l needs with re poet to h<'~tt, 
and transportation and whn.t not, this country cann t bn.cl- up the 
European recovery program. 

Secretary HARRIMAN. I agree fully. All I was trying to say, sir, 
wa that it takes machinery ancl steel and capital ancl so forth to 
develop petroleum resources hell by other countries. I thin!· Fe 
should consider them in the requirements along with our requirement 
before \Ve arrive at a figure at which it n1ight be fair to a. k them t.o 
contribute to our needs. 

Mrs. BoLTON. Mr. Secretary, as I understand it, the EuroJwnn 
recovery plan from the standpoint of fuel counts upon n. very definite 
amount, a very large amount, of oil from the Ncar and 11iddlc En t •. 

Secretary HARRIMAN. That is COlT ct. Th y ar pr •tty nearly 
dependent upon that. 

Mrs. BoLTON. As I have gone into th figure , my infonnn.t.ion 
indicates that the oil produc-tion in th vVe tern Ilcn1i phcrc ju t, 
about takes care of the West rn I-Icmispher n.nd that th n.r Enst. 
could take care of the Europ an situation as well as it own r quire­
men ts as they increase? 

Secretary HARRIMAN. Potentially. 
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1frs. BoLTON. Now, if the Near East production is stopped, as it 
now has, as far as deliveries to the Western World are concerned, 
what will that do to the whole plan of the European recovery program? 

Secretary HARRIMAN. Well, if there is a recession of petroleum from 
the 1'1iddle East it would be extremely serious to Europe as well as 
ourselYe . 

~Irs. BoLTON. And it would be a major difficulty, \vould it not? 
ecretary HARRIMAN. A major difficulty to us and to the \vorld. 

1\Ir . BoLTON. Especially to western civilization? 
Secretary HARRIMAN. It would be, yes. 
1frs. BoLTON. Thank you. 
l\1r. LoDGE. Would you have any objection, Mr. Secretary, to our 

cupping certain wells within 5 or 10 years? 
I did not m an as of today. I mean within 5 or 10 years. 

cr tary I-IARUIMAN. 'Veil, I would like to see us establish a 
national policy. I would rather not say exactly what we should do. 
I would lil~e to ee us en1bark upon a full study in connection with this 
program of the long-range fulfilln1ent of our requirements as \veil as 
the requirements of the other nations of the world and in that connec­
tion how it should be properly handled I do not know. 

I a1n not familiar with what n1eans should be adopted to see that 
we do not overdrain our present resources. 

~1r. LoDGE. Is there any present project to\vard such a solution? 
. ecrctary HARRIMAN. I think 1\1r. Krug can best ans\ver that. 
!\Ir. LoDGE. Is he going to testify before us, Mr. Chairman? 
~Ir. VoRYS. Tomorrow afternoon. 
1fr. LoDGE. Mr. Secretary, in the Harriman report that it is 

~tated-

The committee feels strongly that top priority should be given to provision of 
teel and equipment to repair war-damaged nitrogen fertilizer plants as rapidly 

a p . ~ ible and the allocation of adequate supplies of coal to operate these at 
capacity. 

Tow, that brings me to the que tion as to how you feel a bout the 
dismantling of sheet steel and steel-rolling mill plants in Germany, 
and the econcl part of n1y que tion is, Ho'v do you feel about the 
di'"'nulntling of the hug nitrogen multiple plants in the French zone? 

ccr<!tnry HARRIMAN. Well, I an1 not familiar with the details. I 
fully agree with that statem nt in the committee's report. As you 
kuow, hr whole question of the plants in Germany has been review d 
and I think it is nn established policy of all concerned that w n1ust 
g'}t t'nnnny's coni production and industrial steel production up 
from it. pre"'ent low. 

I thini~ we have got to recognize, and \Ve do recognize, as far us the 
admini tration is concerned, that there are fears of our western allies 
that Germany is not only a military threat but lest Gern1any should 
lwcom the predominant industrial nation of Europ again. This 
Europ an r covery program contemplates expanding steel production 
u \ ,ell as bringing the German steel production back up to a sub­
stan tin1lcvel. 

I nrn getting oif the nitrogen end but it is very clear that Germany 
n1u. t always play its part in the r covery of Europe and our plans 
hould, and I believe do, accomplish that obj ctive. 
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I am not familiar with the particular plants that you speal- of. 
But nitrogen production for fertilizer is a very important element in 
the whole program. 

As I have said, food is the most critical item of all and nitrogen 
fertilizer is needed in great quantities. 

Priority should be given in coal, in my opinion, and in getting their 
plants back in full production. 

Now, what >xact amount of nitrogen fertilizer is needed I cannot 
say. 

l\1r. LoDGE. It is, however, interesting to note that the an1ount of 
nitrogen production lost in Germany because of dismantling i approx­
imately 500,000 tons, according to the figure that I have, which 
amounts to 300,000,000 bushels a year, which is three ti1nes the a1nount 
that the American consumer was called upon to save in the Luckn1an 
food conservation program. 

Bearing in mind the importance of nitrogen as mentioned in your 
report, I hope that you have considered this problem. 

Secretary HARRIMAN. The existing nitrogen plants are not operat­
ing at full capacity, and this recommendation ·was directed to the 
supply of coal in order to assure a maximum produ tion of th plant 
that are available, which ·we are not obtaining at the pre ent time, u 
you kno,v. 

1\,Ir. LoDGE. vv11en it comes to the question of coal, if we had not 
dismantled some of these steel mills in Germany we ",.ould be abl to 
conserve a good deal of our steel and manufacture more freight ·n.r 
and we could have transported more coal. 

Secretary HARRIMAN. \Vell, this year, as you know, Germany 
has produced less than 3,000,000 tons of steel. 

The program contemplates expanding that production to about 
10~ million tons, so there is 7~ million tons n1ore capa ity th r \ 
that they can expand. 

That is the contemplation of this program. 
Mr. LoDGE. Mr. Secretary, in connection ·with your an~w r on 

this dismantling, and taking that in relation \Vith your position \\'ith 
respect to the shipment of finished goods to Ru sia, do I tnk it, th n, 
that you feel that Germany is more of an immediat thr n.t to our 
national security than Ru ia is? 

Secretary HARRIM '\.N. No, I have nev r t tified to that. 
Mr. LoDGE. I was just asking the question. 
Secretary HARRIMAN. No, I do not think so, but I do bdicv"\ we 

should carry out the progi~anl of the r cov ry of Gern1any aloncr th 
lines that are indicated. That is a vast task and teel is g ing to h 
required in more quantities than befor the war and w hould hPlp 
the other countries come back. 

I think we can assist in developing a h althy econon1y in crmnny 
without making her a potential thr at in th futur . 

She is not a threat at the pr sent time. But I do thinl- we mu ·t lw, 
may I say, vigilant in our obj ctiv s in G rmany for n. l ncr p ·riod of 
time, the principal asp ct of whi h i th p litiCal side, nmncl T' th 
encouragem nt of a real d n1ocracy in G rmany. 

I believ that can b don . I am sn.tisficd tlw.t an he d01w of w 
stick to it because there wa enoucrh of a d vel p1nent of a d Inoera ·~r 
in Germany in the prewar period to 1nak a d cnt e ·on Ini · life in 
Germany. 
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It. is the opinion of those who are dedicated to those concepts that the 
opportunity can be extended to Germany to help form a peaceful 
western Europe. 

~Ir. LoDGE. I am inclined to bear in mind, ~1r. Secretary, your 
very "\\ise tatement that war potential is a very difficult thing to 
define. The problem is to see that Germany is playing her part and 
t.lU1 t is a bigger threat to the peace of Europe than to try to draw a 
di tinction between a plant which manufactures one thing and a plant 
which Ina.nufactuTes another. 

These plants can all be converted one way or the other, I imagine; 
do you not? 

ecretar:r HARRIMAN. There are certain direct war production 
plant which a.re in the program to dismantle. 

even nnd a half million tons of steel production in the Ruhr will 
provide enough steel for Germany to rebuild and I fully agree with 
you that we must bend our efforts in encouraging the increased pro­
duction in Germany. 

It has lagged 'vay behind, as you know. 
~Ir. LoDGE. Could we not more easily afford to ship coal to Ger­

many than we could steel and would it not be wiser to ship more coal 
and get more steel production in order to rehabilitate these nitrogen 
plants and thereby increase the production of wheat in Europe and 
diminish the drain on American wheat and thereby reduce the cost 
of living in America? 

ccretary HARRIMAN. I would think our interests ought to be di­
r cted toward an increase in the production of coal. When you begin 
to transport coal in ships 3,000 miles or more and bring back ballast, 
it i a very expensive operation. 

I think our energy should be directed toward increasing the coal 
production and getting the st el production. I think the program 
there outlined is a pretty ambitious program for the inunediate future 
and the in1portant thing is to get coal as fast as possible . 

... Ir. LoDGE. Can you not get more coal if you have more steel to 
improve th coal mines with? 

cr tary HARRIMAN. Well, you can get some improvement in the 
production of coal by shipping steel for repair parts, some of which 
have been contemplated, and this 20,000 cars is one of the items in 
rder to help transport the coal, but coal is the one great natural 

r ource of Europe and vve ought to do everything we can to stimulate 
that production. 

I must confess that I have been gratified by the progress which has 
~ n mad in the last 6 months in increasing the production of coal 
m { rmany. 

1'ha.t. is the most rapid way to get a dividend, I believe, and get 
r cov ·ry, is to bend efforts toward increasing coal production. 

[r. JoNKMAN. 11r. Secretary, on page 12 under the section of 
ngri ·ultural machinery, you state: 

The rstimate her presented i that the United States \YOnld supply a hundred 
thirt ·- ix million dollar. for farm machinery during the fir ~ t 15 months. 

1 ow, is that what the final figure is for farm machinery? 
crctary HARRIMAN. That is the round figure, the estin1ate for 

th 15-month period. 
1Ir. JoNKMAN. That goes into the bill for whatever you ask? 
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Secretary HARRIMAN. Yes; that is correct. 
Mr. JoNKMAN. Because the CEEC report, the general report, calls 

for $370,000,000. 
Secretary HARRIMAN. That is right; it was cut back for two reasons; 

one, the question of our O\vn needs here and also a very serious ques­
tion as to whether Europe could use that amount of additional farm 
machinery that quickly. . 

Mr. J ONKMAN. That was your first shot, of course, and that pleased 
me very much. Your mining machinery you left about the same 
and your electrical machinery you left about the same. 

You handle only the items that come w·ithin the cognizance of the 
Department of Commerce. 

That is \vhy you confined yourself to these articles here? That is 
the only serious cut that you have made, is it not? 

Secretary HARRIMAN. That is what? 
Mr. JoNKMAN. That is the only serious cut that you have made, 

is on farm machiery. I think you cut steel plants down from a 
hundred million to 48,000,000. 

Secretary HARRIMAN. Steel is about half. 
Mr. JoNKMAN. That is the steel plants? 
Secretary HARRIMAN. No, also steel. It includes semifinished 

steels. 
Mr. JoNKMAN. Well, the CEEC general report had $370,000,000 

for iron and steel products. How much did you cut that? 
Secretary HARRIMAN. About in two, I think. 
Mr. J ONKMAN. You cut that $370,000,000 in two also. I want 

to say you have done a very good job. 
That is all, 1v1r. Chairman. 
Chairman EATON. Well, that has been a cooperative job with the 

State Department. 
Mr. JoNKMAN. But you still get a larger amount than the five 

billion-nine that the CEEC general report calls for, I mean n t you, 
but the general result. 

Secretary HARRIMAN. No, I do not want to give the idea that we 
have any made contribution there. As I said, cotton is available and 
has not been cut and coal is available and has not been cut. 

Mr. VoRYS. Could I say a word? 
Secretary HARRIMAN. May I just say this: I do not tal~ any prid 

in anybody's cutting these estimates because I am int rested in sc ing 
the maximum recovery in Europe as quickly a po sibl . 

It is a question of availabilities and its effect on our dotn tic 
economy. 

1\1r. JoNKMAN. Of cour e, you ar certainly not going to giveth 1 

a hundred million when 48 million will do th job? 
Secretary HARRIMAN. That is what I m an by cut. 
Mr. VoRYS. Could I say thi : You and th <'. ye utivc d< pnrtin('n 

have scaled down certain CEEC r qu st and hav(~ 1nad udjustnwn 
between them. Have there b n any bad diplon1a.ti' rcpcr u ion 
from that, that you }~now of? 

Secretary HARRIMAN. No. '\Vhen the ·onunittec adjourn<>d m 
of the \vorking committe came ov r here and con ultcd with ur 
people. 

The men1bers of the so-called I-Iurriman connnittc con. ultcd ith 
them and al o the members of the tat D partn1 nt, and our p pl 
consulted with them. 
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We considered their estimates and requirements and their more 
detailed information in the CEEC report as to the justification. 

I do want to make that plain, that these figures are really all 
estinw tes and from my experience in the war, we \Vill never really get 
clown to a bill of materials until you sit across a table with each 
country and estimate exactly what they are going to use this material 
for and when, so that at best these are, in my judgment, intelligent 
"gues estimates" of \vhat will come out. In the final analysis they 
will take this general form but they ·will inevitably have certain in­
crea es and certain deductions. 

~lr. VoRYS. But the fact that this has changed considerably from 
the 29 billion that was the first collective product of the CEEC' com­
InittPP has not ruined the chances for recovery; that is truP, is it not? 

ecretary HARRIMAN. \Vell, I believe that the figure that is now 
requested is a figure which can attain the results that we are after. 

!vir. VoRYS. \Vhat I am getting at is that if the Congress, ·which 
has an ovPr-all responsibility fully as extensivP as that of the executive 
department, in its collective wisdom should review and adjust this 
program that would not necessarily mean its collapse or failure; is 
that not true? 

Secretary HARRIMAN. Well, I think that if this program were-I 
ay substantially cut-it would be dangerous to the effect we all 

wanted when we embarked on this program. 
~Ir. VoRYS. There is a straw man that is being fought with great. 

uccc around here. That is the alternative of backing out and 
doing nothing. 

In my judgment the chances of our doing that are extremely slight. 
On the other hand, there is also a tendency of all the cabin t officers 
who hav come up here to say, "Now, ·we have gone over and back 
and forth on this and we have disagreed with each other and 1nade 
adju tment up and down, and that is all right, but if anybody up 
on the Hill attempts to do that, then the whole thing is gone and the 
world i sunk." 

K ow, I do not think that is true, and I do not think that is the \vay 
to win friends and influence people up here. But that has been the 
at.titud through 10 days of hearings here. 

, cr 'tary HARRIMAN. Well, ho\v do you want me to express it? 
I will try to put it this way: now, these estimates that have been made 
nr probably about as good estimates as you can have before you to 
con ider. 

Another group of people \\Orking on it would have come out \vith 
a scnncwhat different figure, perhaps larger and perhaps slightly 
smaller. 

J\ ow, you are asking us for our honest opinions. N O\V, I must 
frankly ay that if you cut this figure substantially, from the studies 
that w hav made I think that th re \Vould be a risk what ·we would 
not. attain the objectives that ' ,.e were aft r. 

A far as I am concerned, as a taxpay r and an American citizen,. 
I would rather s us appropriat a larg r sum than this. I think in 
th long run th recovery would be faster and the over-all cost would 
be I' s. 

I a<· pt thi figure b cause I think it will do the job. Wh n you 
ay, if you cut a hundred million dollars off it. should \ve stop the 

prooTan1, of cours I \vould ay, go ahead \vith it, no matter what is 
nppropriated, but I am satisfi d. in my O\Vn mind that insofar as one 
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can analyze these various problems that if the Congress cuts it sub­
stantially it will be taking a risk of not attaining the objectives that we 
are after and that if we see it through it will cost us more in the long 
run. 

I want to just explain this a little further. I ·went to Germany la t 
summer, and I think if we spent more money in Germany, I figured 
roughly a third more between the British and ourselves, we would 
have more recovery. 

The food is so lo\V there although the situation now may be differ nt, 
I do believe, that if you under-finance we \\.,.ill have to come back for 
more money. 

I could not honestly say that a deep cut in this program would not 
be a dangerous thing to make. 

11r. VoRYS. You are talking language which th 11 mbers of Con­
gress understand and I wish we had heard more of that point of view. 
I think others have questions. 

Mr. LoDGE. Mr. Secretary, in connection with the shipments to 
Soviet Russia, could you inform this committee wh th r durino- the 
past year there have been any shipments of electrical equipment, 
including generators, for us in the development and n1anufacture of 
the atom bomb to Soviet Russia? 

Secretary HARRIMAN. I have no knowledge, and nobody ha that 
I know of, of the Russian program for the development of the atom 
bomb. There has been electrical machinery shipp d. We I~now that 
power is necessary and I do not know where it is being used. There 
were substantial shippings of machinery. 

I have not got it with me, but I will be glad to give you the fullli t 
of shipments to Russia this y ar by categories. 

They were not under control and were not revi wed and fron1 now 
on we do expect to have more information about it. 

Mr. LoDGE. What I had particular referen e to wa th r port hnt 
duplications of the electrical equipment which th General Elcctri 
Co. in Chicago supplies to Oak Ridge, have been shipped to ovict 
Russia. 

Secretary HARRIMAN. I am not familiar with that. 
11r. LoDGE. That would go through the Treasury D part1n nt, 

would it not? 
Secretary HARRIMAN. The shipments of machin ry hav not be n 

under control and we have not r vi wed the individual hipn1 'Ill . 
We get the totals from the Bur au of th . C nsu , who tabulat by 

categories the shipments to different countri s. 
I could only give you totals. We would have to go bacl- to the 

companies to know exactly what each item wa . 
Mr. LoDGE. Would it be possible to find that out? 
Secretary HARRIMAN. It would be v ry difficult. It would r quir 

a very consid rable tstaff to go ba k to each of th e it n1 . In the 
future we can review machinery. 

1fr. LoDGE. Would it be mu h of a job to cr tali t fr m th en ral 
Electric Co. as to what items which th y s nt to Oak Ridge th y nJ o 
sent to Sovi t Russia? 

Secretary HARRIMAN. That would b available. 
Mr. LoDGE. That is what I had r f r n e to. Now, would you 

say, in the light of your remarks arli r in the afternoon, that it wa 
justifiable, to send such equipment? 
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Secretary HARRIMAN. I certainly think we should not send ma­
chinery that is specialized or directly used only for atomic energy 
production. 

1ir. LoDGE. I agree with you. 
Secretary HARRIMAN. We are in consultation with the appropriate 

authorities on that question and ·will continue to be. 
1~Ir. LoDGE. I had an idea that we might be sending such equip­

ment and I would be very much interested in kno·wing about this. 
1Ir. ecretary, just one question in connection 'vith the general 
purpo e of this legislation, 'vhich constantly refers back to 1938 
figures. I suppose this is done as a convenient measure. 

Secretary HARRIMAN. That is correct. 
1Ir. LoDGE. vVould you say that the purpose of this program 'vas, 

so to speak, "put Humpty-Dumpty together again"? 
ecretary HARRIMAN. One of the objectives stat d is to continue 

the cooperation in Europe. I feel very strongly that the continued 
conomic cooperation in Europe should be an in1portant objective of 

the progran1 and I think 've should encourage in every 'vay that we 
an the fulfilhn nt of the undertakings of the European countries in 

th closest econo1nic cooperation. 
I do not think you can get a satisfactory recovery in Europe and a 

firin prosperity there unless these trade barriers that I touched on are 
pennancntly broken down and they would get more of the econon1ic 
integration or certain conveniences in breaking down trade barriers 
and then the freer exchange of goods. 

1ir. LoDGE. In other 'vords, you believe that we should look 
toward an econon1ic federation of Europe rather than toward the 
r storation of the crazy-quilt pattern of Europe with all its conflicting 
sover ignties? 

ecretary HARRIMAN. There are many people who have tried to 
attain economic federation of Europe through conquest and there has 
n verb en the opportunity such as we have now to encouru.ge it with 
pea ful objectives. 

Therefore, I 'vould hope that the administration would give that 
very high consideration. . 

As far a I kno·w, all of the European countries in principlP accept 
that. I think they 'vould ·welcome cooperation fron1 us and th right 
hnd of pr ssures from us in encouraging the permanent development 
of tho.. relationships. 

It is a difficult thing to do, as you 'v ll kno·w, and I think we would 
b rmniss if we did not use all of our ing nuity and the right type of 
ncouragl~Inent to acron1plish that. 
It w uld be tragic . 
... Ir. Y.oRYS. \Vill the gentlen1an yield? 
!\Ir. LoDGE. Certainly. 
~fr. VoRYS. A change is difficult, to sorn thing ne,v, but rcstorn,tion 

of what existed in 1938 would create a difficult situation which Lord 
Lothian described as "the 26 nations that constitute the anarchy that 
i Europe;" and certainly our objective is not to restore that situation . 

... [r. LoDGE. That is the point I was trying to g t at . 

... [r . BoLTON. W ll, is it not true, if I 1nay be permitted, that any­
thing w) do that n1.ercly rolls things backward i again t th wh.ole 
law that is fun tioning t day to et up a new world? If w ar trying 
to go ba kward \VC will find w arc not progressing. 
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Secretary HARRIMAN. The reference to 1938 was purely a conveni­
ence in judging the size of expansion and the standards of living that 
existed at that time. 

Mr. LoDGE. It. seemed to be important to stress the orientation of 
the program, l\1r. Secretary, and perhaps you would agree, that the 
challenge is that either these nations can get together with the 
impetus of the European recovery program on a voluntary federated 
basis or they will succumb to an involuntary federation imposed by a 
Moloch state. 

Would you agree with that? 
Secretary HARRIMAN. Well, all you need do is to go back in history 

.and see what has happened. 
Mr. LoDGE. Well, would you agree with that as a statement of the 

issue? 
Secretary HARRIMAN. Well, I would rather put it affirmatively that 

I do not see a permanent recovery in Europe and an expanded economy 
unless there is the type of economic cooperation which is contemplated. 

Mr. LoDGE. I thought I had put it affirmatively and stated a choice. 
I am just anxious to find out, Mr. Secretary, whether the adminis­

tration is still going on tiptoe on this measure. 
Secretary HARRIMAN. I am not trying to quibble words, but I did 

not hear your question very carefully. I think you are going to have 
continued difficulties in Europe on one account or another unless the 
objectives of the undertakings that the European countries have been 
spelled out are fulfilled, not just for this period, but permanently. 

Mr. LoDGE. But it would be hard to justify this measure if there 
were not the threat which we are all familiar with. 

In other words, it is a strategical measure. Is it not? 
Secretary HARRIMAN. Yes. That is certainly one of the controlli1w 

aspects of it. 
Mr. LoDGE. Thank you very much. 
Secretary HARRIMAN. And I think if we could attain the objcetiv 

which you hold out the money we spent would be cheap at the pric 
if that is the only thing we got out of it. 

Mr. LoDGE. I quite agree with you. 
Mr. VoRYS. Thank you very much. 
(Thereupon at 5 p. m., the committee adjourned.) 
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HousE oF REPRESENTATIVES, 
CoMMITTEE oN FoREIGN AFFAIRs, 

TVashington, D. C. 
The committee met, pursuant to adjournment, Hon. Charles A. 

Eaton (chairman) presiding. 
Chairman EATON. Mr. Secretary, you may proceed. 

STATEMENT OF HON. CLINTON P. ANDERSON SECRETARY OF 
AGRICULTURE 

ecretary ANDERSON. The success of the European recovery pro­
~rnm depends to a large e~~tent on food. vVithout adequate food 
there is little chance of real industrial recovery. A great amount of 
careful work has gone into the preparation of the food aspects of the 
progran1 which is before you. Thes estimates repr sent our best 
thinking, and I am glad to have this opportunity to discuss them with 
you. 

I understand that this committee has already had opportunity to 
. tudy the te timony which I pr sen ted to the Senate Foreign Relations 

on1mittee. Ther fore, I will only briefly summarize some of the 
mo t in1portant points in that stat ment in my discussion here, and 
then pre ent some additional information. 

One point of 'vhirh I am keenly conscious as Secretary of Agriculture 
i tho importance to American farmers of a strong European market. 
\.11 of us have taken pride in the tremendous increase in this country's 
food production in r cent y ar . Our farmers have produced nough 
to feed our own people bett .r than they have ever enten beforo and 
t the same tin1c enable us to respond to the needs of other countries 

with record-brca king shipn1ents. 
Thi r cord production has been achieved through increased use of 

f rtilizers, a great expan ion of merhanization, improved vancties-
uch as our IH'W hybrids, i1nproved insecticide and fungicides, and 

g<)n rn.l irnprov ment in farn1ing practices. \V oath r helped, too. 
But last year th weather was unfavorable over a wide area. Though 
id 'al for winter grains, which helped in our record wheat crop, it 
wn aclv rse for some spring- own crops and particularly bad for our 
orn crop. But in spit of thC' 'vcat.hcr our total ·rop production was 

about up to tho best 5 y ars four history and within 5 percent of tho 
all-time record set in 1946. 

on1c bad weather or good, our fn.nncrs arc not going to give up 
th' new t. ols which sci nc and indu try hav giv n them. Tlns 
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means assurance of greater total production than we have known in 
the past. It is fortunate that we are going to have an over-all abun­
dance of food and fiber in the years to come. This prospect should be 
in the forefront of the thinking of all of us when we face decisions re­
garding American agriculture. 

The many groups that have testified before the House and Senate 
Agricultural Committees on long-range agricultural programs have 
been practically unanimous in stressing the needs for substantial 
foreign markets for our agricultural products now and in the future. 
We all recognize that in the interest of conservation we need adjust­
ments in the acreage of some of the crops which now bulk abnormally 
large in our exports. This is particularly true of grain. But even 
after we have achieved a well-balanced pattern of land use we shall 
still need good markets for cotton, wheat, tobacco, larq, rice, and 
certain fruits and vegetables. We have always needed good outlets 
for these crops, and in the past Europe has been a major n1arket. 
For most of these crops we shall need a considerably larger foreign 
market than we had in the years immediately before the war. Our 
farmers also have a big stake in foreign markets for our manufactur d 
goods, for such markets make jobs and food buying power in this 
country. 

Western Europe is the world's biggest market for food exports. 
Since the turn of the century from 60 to 75 percent of our food exports 
have gone to the nations of western Europe. Unless the economy of 
that area can be restored to a strong, self-supporting basis the pro­
ducers of our ex:port crops will suffer directly, and all our farmers will 
suffer indirectly. 

Conditions in western Europe affect our agricultural exports in 
many diverse ways. I have for some time been concerned about the 
need for expanded markets for our citrus fruits. As you may know, 
citrus products are now selling at extremely unfavorable pric s to 
growers. Canada traditionally has been our best foreign citrus 
market. Before the war it took about one-half of our citrus export . 
The United Kingdom was the next best market, taking about one-third 
of our citrus exports. Britain's dollar shortage has no\v caused n1ost 
of the British market to disappear. But the eff cts have gone furth •r 
than that. It is a sort of chain reaction proposition. Canada. hn 
been doing all she could to help in the rehabilitation of w' tern 
Europe. In so doing she has shipped to Europe a larg portion of the 
goods which would normally have come to the Unit d. Stat' . 1'hi:s 
has resulted in an acute dollar shortage in <Janada. Hence, b o-inniu(l' 
last November, the Canadian Government limited citrus imports from 
this country to not more than half the amount imported in fi cal y ar· 
1947. 

I cite this situation as one illustration of ho\v the break-down of 
European economy affects not only our trade with Europe, but with 
other countries of the world. 

In one way or another this situation in Europe adv r ly nff ct our 
market for apples, pears, and other fr h fruit ; prune , r i ins, und 
other dried fruits; cot ion, tobacco, lard, and other agricultural 
products. 

The implications of the program which you are con idering, of 
course, go much further than agriculture; they involve the future of 
democracy in Europe, the strength of our allies on that coniin nt, and 
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in fact, the very peace of the world. Nevertheless, thinking from 
merely the limited vision of our own agriculture, when you consider 
what the outlook would be without healthy, stable customers in 
western Europe, the prospects are not pleasant to contemplate. 

In order to get a clear picture of Europe's food problem today and 
what is in-volved in her recovery-insofar as food is concerned-! 
have two maps which I would like to show you. I have big ones here 
from which I will talk. Smaller copies are included in my prepared 
staten1ent. 

These maps show the international movement of grains and soy­
beans, prewar and last year. The reason soybeans are included is 
that before the war 1tianchuria exported large quantities of them, and 
the virtual disappearance of those exports is an important factor in 
the present food deficit in the Far East. The inclusion of soybeans 
prevents these figures from being comparable with those which we 
normally use regarding grain movements. The width of the bands 
reflect the actual amounts of exports and imports, and they are 
carefully drawn to scale. 

I would like to point out a number of aspects of this picture which 
explain the present European food problem, and then I want to come 
back and discuss the prospects for improven1ent in some of these areas. 

] ir , notice the situation in South America. The country pri­
nlurily involved here is Argentina which, before the war, \Vas by all 
odd the world's largest grain exporter. Last year her grain exports 
w r"' only about two-fifths of what they were before the war. 

If the question is, Why are the Argentine exports down? the best 
an wer is that Argentina has reduced acreages of grain and flax, and 
in addition had low yields in 1945 and 1946. 

~ econclly, they have had some change in their agricultural procure­
Dlent program so the farmer has obtained a relatively small share of 
the price . 

... r. BLOOM. Is that also because the Government took control of 
the wh nL market and other markets? 

cr 'tarv ANDERSON. The effect of the Government taking control 
of the ma1~ket has been to change the price received by the farmers 
again t th price r ceived in world trade. I think that it js not the 
fa ·t o 1nu ·h that th Governrnent controls the export because this 

ovPrnnlent controls the export of grain fro1n this country. It is 
th f. ct that the Govcrnrnent has not reflected the export price in 
tlH' price paid to farmers, whereas we do r fleet that . 

... lr. BLOOM. The Government pays th m $2.35 and they sell it 
for fl. 

·r ·tary ANDERSON. Sometimes the Government spends a little 
bit l ~ . han that. The av rage price for the new crop is nearer $1.70 
tltnn. 2. I arn not inclined to critize the Government's r ason for that. 
\\ do lhin{)' in this country that we do not always take the trouble to 
.:pl. in to {Ite other countri •s. It is a fact, which has had an influence 
u tlt mn unt of crop. that hav been available. I might say that 

thP pr rnt wheat cr p in th Arg ntine look v ry promi. ing, and 
m y he due to a very ·ubstantial changt• in the Governn1ent' policy. 
I hop tlw .. t i the reason. .At least., whether that ha help d th re, 
n it hn~ lH·rc, they d hnsc a wheat crop coming on now that is sub-
t. nt,inl in proportion, and nu1y be v "ry u cful in world trade. 
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Second, you will note that Canada's exports have increa ed izably ~ 
Canada always exported a large quantity of her grain and ·h ha 
done all she could to increase these amount . 

Third, you ·will notice some decrea e in exports from Au tralia. 
That was due to a bad wheat crop in 1946. Thc:v are now harvc ino· 
a very large crop and their exports this year \vill be above prewar, 
though not likely to set a new record. Australia, too, has coop rated 
fully in meeting the world food crisis. 

Fourth, notice the shipments from eastern to w t rn Europ . 
Eastern Europe \Vas normally a major on e of grain su: pli (•c:; for 
western Europe. In 1946-47 this source had dried up, and eu tern 
Europe was in fact a net importer. 

Fifth, you w·ill notice that th Far Ea . t has changed from a izeahl 
exporter before the \Yar to a net importer since the ~.rar. In term of 
total food her prewar exports averaged about 4}~ million ton . La t 
year she imported 6Yz million tons. This ha required th Unit d 
States and Australia to send to the Far East food \Yhich 1night oth •r· 
wise be available for Europ . 

Finally, you will notice the tremendous incr ase in export from th 
United States. Before the \Var the United tate exported . orne 4. 
percent of all grains moving into ·world trade. La t year, with almo t 
exactly the same total \vorld movement of grain , \Ve exported 52.4 
percent. Those are figures on grain only and so do not exactly COlT -
spond with the ones on the map. 

You will notice also that pre\var \.Yes tern Europ imported 24,000,000 
long tons of grain and soybeans. In 1946-47, in spite of the incr ascd 
shipments from this country and Canada, vvestern Europ 's total 
imports were only 17 ,4b0,000 long tons. That is 28 p rcent 1 . than 
prewar. 

To appreciate what that decrease in imports meant to the di ·L of 
the people you have to remember that we tern Euro1 e' wn <rrnin 
production in 1946- 47 v a still ub tantially b .lo\v pr war, whcr 'fi 
her population had gro\vn by about 8 perc nt. You also have to re­
member that the reduction in supplies of 1neat and milk and gg-- n.rHl 
most of the other major food items \Va ven gr ater than for gr·1in 
supplies. The Europ ans have been able to stretch th •ir grain 
supplies by cutting do·wn on their livestocl~ fc ding and u. ing portion 
of their coarse grain for human food. But that, of ·ours\ ha eut 
their supplies of meat and mill~ and egg till furth ·r. It adds up to u 
distressingly poor diet. 

As you know, peopl in the D pa,rtn1ent f Agricultur ·, workincr 
with technicians from the Departn1 nts of State and C rnn1 ·r · ·, 
have spent a great deal of tin1c in recl•nt months worl~ing out the 
food aspects of the Europ ~an recov ry prognun which has been pr ·­
sen ted to you. This tudy ha included even1l a pect : Th · nlini­
mum food r •quirement of th participating natio l"' v •r the n ·xt 4 
years, the portion which ·ould be uppli d fr n1 indio- •nou produe­
tion, the amount which could be uppli d fron1 other nation~, nud th' 
part which the United tates might upply. \V e had t consi l ·r t.hc 
needs of other food d fi ·it area , a well a' tho c of Europ •. 

As I pointed out liO th • ' nat Foreign Rda,ti ns Cornrnitt · thi 
study led us to s ale down con ideritbly the ( tin1ates of the purti i­
pating nations as to th quantitie f grain nnd rn • other food tuff 
which they might expc t to in1port during thi pr gnun. It wn 1 
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because these nations were asking for more than they needed-to the 
contrary their figures ·were exceedingly conservative frorn the stand­
point of need-it \Va merely that w do not think the exporting coun­
tries physically could furnish the quantities of food requested­
particularly in the fir t 2 years of the program. 

I have here a table-table 1-which compares our estimates of grain 
imports available to the participating countries from all sources, with 
the e tin1ates of grain needs "\i\~orked out by the European countrie . 
You will notice that for the current year, 1947-48, import r quire­
ment, are estin1ated at 29.9 million tons as compared with our tin1ate 
of an availability of 19.5 million. For next year they requested 27.7 
million and \Ve estimate 19.9 million avaiiable. For 1949-50 the 
figure are 27.6 as compared with 22.8, and for 1950-51 they are 27.4 
and 22 .. 

In the following lines we indicate how our estimates of grain avail­
ability break down bet\veen the various exporting regions. These 
figures involve a number of assumptions which you should know 
about. They are based on our knowledge of the prewar production 
and exporting patterns of the nations involved, the current trends in 
production and exports from these countries and the background of 
information and experience gathered through our participation in 
what is now the International Emergency Food Committee. After 
we had worked up our ;figures through this method we had an oppor­
tunity to check our estimates for Canadian exports with r~epresenta­
tives of that government. It was gratifying to find that our estimates 
checked very closely with theirs. 

Turning to the specific figures, you will note that the stimates on 
anadian exports increase through next year but then begin a slight 

decline as Canada starts adjusting to a somewhat more norn1al w·heat 
acn•ao-e. 
Th~ next line "other West rn Hemisphere," consists primarily of 

xport from Argentina. We estimate over the n xt 4 years that 
A.rventina will increase her grain exports considerably abov the 
pr ~ nt low l vel. As I pointed out earlier, that Nation was at one 
time the world's largest grain exporter. The biggest portion of those 
:..~ort w re corn, but Argentina also exported substantial quantities 
f wh •a t. On of the commonly discussed needs in Argentina is 
o1n adju tn1ent in the price paid farmers for their grain so as to 

offt>r gr at r inrentiv for increased production. Another often 
xpres ed n eel is f r c rtain it ms of farm and transportation equip­

nwnt and upplies. A prograrn designed to restore Europe's industrial 
onon1y will unqu stionahly help establish a desirable patt rn of 

trade around the traditional United tat s, Latin America, and Euro­
p nn triangl . 

'l'h "other nonparticipating countries" primarily involv astern 
Ji..urop and Australia. Au tralia \Yill this y ar export ahout as mu ·h 
grnin a could h e ·pected from h r in the n xt 4 y ar . 

\Y hav • a umNl a gradual increase in export fron1 ast rn to 
west •rn Europ . Any time you set down figure on e ·p etccl xports 
fr 1111 ast rn Europe you have an a umption whieh y u can't prove. 
BuL W'<' had to mak c tin1ate. and \V did have pn1.tty good figures on 
th pr •war e.·ports, th land r ourccs, and th condition of the 
naricult.ur f th s \ nation . o we ·an c timate \\ith on1 n­
fi len('\ th appr .·imate amount f grain whi ·h th \ e ount.ries 



George C. Marshall Foundation, Lexington, Virginia

510 FOREIGN POLICY FOR A POST-"\VAR RECOVERY PROGRA:I\-1 

should produce under normal ·weather. Th amount which 'vill be 
actually offered for sale in the 'vestern Europe. n countries i , of 
course, a question involving many ramifications. However, ·Fe do 
expect a substantial increase in grain mov ment from ea tern to 
western Europe. 

There are several reasons for this: In the first plac , th ) lack of 
exports for 1946-4 7 sho·wn on the map before you wa not due pri­
marily to political considerations. The best grain-producing arr.u of 
eastern Europe-the plains of Poland, the Danube Ba in, and the 
Ukraine-,vere seriously affected by eith r actual destru tion of war 
or the political upheaval that followed. For exan1ple, a large portion 
of the ex-German territory now occupied by Poland i till not under 
cultivation. Furthermore, a tern as well as western Europe suffered 
from considerable bad weather up until1947. 

In the second place, this past year there ·was considerable improve­
ment in the crops of eastern Europe and already some grain is begin­
ning to move out. The USSR has recently agreed to ship Britain 
750,000 tons of coarse grain between now and September in return for 
British-manufactured goods. 

In the third place, supplies of manufactured goods would provid 
an incentive for other eastern European countries to xport <rrain to 
western Europe. Eastern Europe has never b en elf- uffi i 'nt in 
manufactured goods, and there is little likelihoo l that h will be ·on1e 
self-sufficient for many years. Her normal source of tho e Innnu­
factured goods is western Europe, just as west rn Europ dep nd on 
that area for food. As the agriculture of eastern Europe i revived 
on the one hand and the industry of we t rn Europ on th) other, 
there will be a very strong incentive to the revival of thi trade. 

All this adds up to the fact that although we have a urn d omo 
increases in grain exports from the various part of the world whi hI 
have mentioned, the assumptions do seem to be rea onable. I cull 
your attention also to the fact that the countries of we t rn Europ 
themselves expect to have their grain production up to slightly nbo\.,.e 
prewar levels by 1951. We have studied their e timate country by 
country, and believe that in most cases their goal can b achi v d, 
and possibly in some cases surpassed. 

Now we come to the last line on tablo 1, the ostimat s of grain 
which will be available from the United States. 

Since these figures are of particular importan e, I shall dis uc;:s thrm 
in some d tail and indicate what effect th cstimat d .~ports of grnin 
and other agricultural commodities would havo on th econ01ny of the 
United States. 

The estimates of grain available from this country anti ipnt that 
for the next 2 years we will continu our acreag of wheat nnd ·orn 
at approximately the pres nt lev ls. During th CUlTt'nt y 'nr our 
wh at exports are proceeding at a planned rat of 450,000,000 buslu'l . 
However, if pr sent cons rvation efforts arc su .e sful, our <'.·port 
might run as high as 500,000,000 bu h l. . u ·h record-breaking qunn-
titi s are made possible in part b cau of th .~c \ptionally high. iPld 
which w had last year. ince w can only figur' on th basi of nor­
mal weath r and normal yi Ids, we hav dropp d that figur' down for 
next y ar and th y ar after. I might Ray that in the Pstimn.t.<' of 
300,000,000 bushels of wheat xport to all c untri< , in ·haling W<' 'tern 
Europe, for n xt year, we hav mado ad quatc uJlownne for foo<L u ed 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 511 

by our own population as well as for other domestic uses, such as feed 
and seed. So, exports in this amount not only should constitute no 
strain on food grain supplies in this country, but probably represent 
a fairly good estimate of the amounts which we want to export with 
our present high level of production. 

For the last 2 years of the program we have dropped our proposed 
wheat shipments down to 2l50,000.000 bushels so as to begin gradually 
decreasing our wheat acreage to more desirable levels. 

As to feed grains, we estimate exports of about 100,000,000 bushels 
to Europe and else,vhere for each year of the program. Roughly 
about half of this amount is expected to be corn. With a normal 
yield of so1ne 3,000,000,000 bushels from the anticipated corn acreage 
this would be an exceedingly small amount and would obviously have 
little effect on the amount of meat available for our consumers. 

Turning from gram to other items in tight supply, let me say a 
further word about meat. We do not plan during the first 2 years 
of the program to export from this country to western Europe any 
of the types of meat which we consume. Whether we send any meat 
to western Europe during the last 2 years will have to depend entirely 
on the situation at that time. 

I think your table will show a small amount of meat going to 
Europe. It is not beef or pork or mutton. It is horse meat, and 
therefore we are not worried about it in our own supplies. 

The other two major food items which have been in short supply 
are sugar and fats and oils. We are a big sugar importer, and do 
not plan any sugar exports. However, world sugar supplies should 
be adequate to meet the needs of the participating co1.mtries. 

I should be glad if you go into that in detail because it does present 
an opportunity for low-cost calories although not the most satisfactory 
food. 

As to fats and oils, though som.e exports from this country are 
planned, they are more than offset by Philippine copra and other 
forn1s of oil which we will import. We have b en a net exporter of 
fats and oils in recent years. But for the next 4 years we expect to 
be a net importer of these items. 

I think it ought to be said we were a substantial net importer and 
it is planned to r turn to a more normal position. 

Tho e, as I say, are the major food items involved in this program 
which now are in tight supply in this country, and I say to you frankly 
that I do not anticipate that exports in these amounts would add to 
the inflationary pressure in this country or call for any undue sacrifice 
on the part of our consumers. The reason I make that statem ntis 
that exports in the volume estimated represent considerable reduc­
tion from the pr sent level at a time when we are continuing all-out 
production. 

The oth r agricultural products cov red in the proposed exports 
from this country are items which we have in relatively ample, if not 
abundant, supply. 

Thi includes small dried egg shipments- much smaller than we 
hav been making in r cent years-a gradual decreas in our .~ports 
of ·he se and dry skim milk, some increase in our xports of fr sh 
nncl processed fruits, and incr ased shipments of cotton and tobacco. 
I eli cussed the picture regarding these it ms, as w ll a tiinber, 
fertilizer, and farm machin ry, at some lengLh b fore the Senate 

69082-4:8---33 
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committee. Though I will not cover that material again in thi 
statement, I shall be glad to answer any questions which you might 
care to ask. 

Now a word about the administrative machinery for carrying out 
this program. I am sure that others in the executive branch who 
have been working directly on this question would make more valuable 
witnesses on this aspect of the program than I. I do, however, have a 
general acquaintance with various proposals which have been made, 
and I would say that the organization recommended by General 
Marshall and Ambassador Douglas appears to be by far the best I have 
seen. 1 

In this connection there is one point on which I have strong con­
victions. I believe the Department of Agriculture should continue to 
perform those functions for which its organization and personnel ar 
best fitted and in which they have had long years of experience. 
This is provided for in the administration's proposals, and I do no 
believe my emphasis of it involves any undue pride of agency. 

The job of buying large quantities of needed foods, when such 
purchase tends to have considerable effect on market prices and the 
normal flow of supplies, is at best a delicate operation. Through the 
Commodity Credit Corporation we not only have an agency which 
has had years of experience in handling much larger q}.lantities of 
food and fiber than will be involved in this program, but we also have 
field personnel located at strategic points over the Nation which is 
experienced in dealing with food and fiber trade. Its people are al o 
familiar with the problems of transporting, storing, and scheduling for 
ocean shipping, which will be involved in this program. CCC has also 
worked with most of the governments participating in this program , 
both in buying for them and in helping them locate supplies in thjs 
country which they desired to buy for themselves. 

Closely related to the administration of this program i nnother 
phase of CCC activity which I should like to speak to you about. 
Section 7 of Public Law 395 passed by the recent special session of 
Congress authorizes CCC to engage in projects in non-Europ an 
countries which would increase exportable supplies of food throuO'L 
purchase arrangements, or by furnishing technical assi tancc, s d, 
fertilizer, machinery, and other requirements of a similar nature. \V 
now have under study specific areas and crops for which thi. a.ut,lwr­
ization might be used. Howev r, I f el it only fair to point out t 
this committee that we cannot expect too much in the way f rc~ ult 
through this legislation during the 1948-49 crop year. The r a on 
for that is simple. To be effective; this type of action must b taken 
before planting time. Planting time in most of the world begin in 
the next couple of months and, as all of you know, internati nnl 
negotiations take time. 

This brings me to another fnctor whieh mr.k0s fast n.ction difficult, 
if not impossible. B fore 've can act under this legislation w mu t 
first negotiate and get a firm commitmen t out ot th country inYolvcd. 
Then we must present the proposn1 to C ngr ss and wait 60 day to 
sec if it is disapproved. Now even if ongTcss did not di~ npprov , 
the project it would very lik ly b too late to tn.k n.ction nft r \~ait inO' 
60 days. Congress, of course, might require some chango m th 
agreement which the other country ·would find unacceptable, whcr -
upon the circle of negotiation-submission to ongr ss, and wniti1w 
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60 days-must start all over again. Even for future years this 
60-day requirement puts us at a distinct disadvantage since it requires 
a firm commitment out of the other country at a time when we are 
not able to give such a comrnitment ourselves. In short, the hands 
of ndn1inistrativ officials who will be responsible for carrying out 
negotiations are tied before they start. 

Believing as I do that this authority could be very valuable to us in 
lightening the burden which the European recovery program places 
on our grain resources, as well as increasing the chances of the pro­
gram's success, I urge the Congress to reexamine this 60-day waiting 
period provision so that changes can be made in order to expedite 
negotiations. 

In closing, I would like to give you my conclusions about the food 
aspect of this European recovery program. 

First, let me emphasize that the quantities of food which would be 
available to the people of western Europe under the estimates worked 
out by the executive branch are much less than those people had before 
the war. The plans envision a gradual increase above the present 

partan levels, but even at the end of the 4-year period the people of 
Europe would still have little more than a subsistence diet. Com­
paring per capita amounts with prewar, they would have less of most 
of the principal foods, including meat, sugar, fats and oils, milk, eggs, 
fresh fruits, coffee, even less bread grain. They would have some 
increase in potatoes, fish, cheese, cocoa, dried fruits, and fresh vege­
tables. We have cut the figures presented by the European nations 
very drastically, and should rthe diets fall below the general level 
which we have indicated, it will endanger the success of the entire 
undertaking. 
~·ly secor d conclusion is that tho United States can furnish the 

quun~tities of food indicated as available from this country without 
addinO' any extra strain on either our food supplies or on food prices. 
The fact to k ep in mind on this point is that the total food exports 
which we are recommending from this country-not only for western 
:.Jurope hut for the entir world-are less than we have been export­

in()' in the last 2 years. In the items which arc in tight supply, such 
a grain and fats and oils, this reduction is particularly significant. 

Third, the chief unfavorabl aspect of this program on our agri-
ultur will b this: It will delay the time when we can begin reduc­

illO' our grain acreage, particularly wheat, to more desirable levels. 
It will n 'COS itatc incr asing conservation efforts if we arc to prevent 
furth r r duction in our soil resources. 

}1 ourth, this program; as I pointed out in the beginning, will con­
titutc nn investment in the future prosperity of American agrieulture 

whif'h should continuo to bring returns for rnany years to co ne. 
}1 in ally, viewing the outlook in tcnns of our need for strong, demo-

ratie fri 'nds in Europe, in terms of tho impetus which European 
rc ·ov ry will give to world-wid recovery and in terms of in1proving 
the f'hnnecs for world pea ·e, I feel that we have no alternn,tive but to 
un l rtal·c this proO'ram. 

hnirman EATON. Mr. Seer tnry, \VC thank you for this very 
ilhnnina ting discussion. 

' " have adopted a syst m h re in questioning of sta.rting around 
on a 5-minutc ba~is with each mcmb r b inb allowed hi time. After 
w go around once then we start the open discussion. 
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I have one question. In the export of American food to Europe 
under this plan, they will be paid out of money furnished by the 
Am rican taxpayers of whom they are a portion; is that. correct? 

Secretary ANDERSON. The farmer? 
Chairman EATON. Yes. If vve buy a bushel of wheat under the 

Marshall plan, the money comes from the American taxpayer? 
Secretary ANDERSON. That would depend upon the particular 

method of financing worked out with each country. . 
Chairman EATON. Will that lift our economic structure to any 

appreciable degree and greater prosperity, do you think? 
Secretary ANDERSON. No; I think that if we did not require some 

of these foods, ·we would merely be turning back to conservation 
practices in many of the farming areas of the country, and thereby 
perhaps reduce the amount of national income and farm income. 

Mr. BLOOM. It would reduce the price, too, would it not? 
Chairman EATON. You would not consider this farm subsidy to 

American agriculture? 
Secretary ANDERSON. No, indeed. 
The prices that the farmer will get for this "1'ill not be too greatly 

above the prices which he would get if he were m rely dropping 
production to more normal figures. 

I do not think that a program of this size, particularly in the last 
2 years when we are talking about exporting 200,000,000 bushels of 
wheat, would not make too much difference to him because under 
the wheat agreements which have been under way for many years, 
we have been talking about export of 180,000,000 bushels of wheat 
in a longer period of time to come-20 years or more. This figure 
is not greatly above that figure. 

Chairman EATON. I was thinking of the general impact on our 
economy. In the old days when the farmers sold a million bushels 
of wheat for export, they received pay for it from the country to 
which it was exported. Under the Marshall plan, when we ship a 
million bushels of wheat, they are paid out of money paid forth by 
the general taxpayers, of which they are a general portion; is that 
right? 

Secretary ANDERSON. I think that is right, but it is only the same 
story that they had always in the creation of foreign credits. orne­
times they were paid by these countries from foreign loans which 
were paid for by the American taxpayer. 

Chairman EATON. Sooner or later the American ta. payer ha to 
increase his crop some way. 

Mr. Bloom is an expert on agriculture. 
Mr. BLOOM. Mr. Secretary, a further inquiry ·with refer nee to 

the question that the chairman asked you: Is it the int ntion of 
giving away all of this grain, or are you going to sell some of it? 
Are you going to be paid for some of it? 

Secretary ANDERSON. Mr. Bloom, I think the b st an wcr is thu t 
in all of the transactions that we hav had with European countries 
the matter of who makes the final paym nt has chiefly b n a nu1.ttcr 
for determination by the State D partm nt. We do not atten1pt to 
say how much ·will b loaned, how much will be cash puym nts. W 
get our money from the State Departm nt and it has th probl•n1 of 
international finance before it. I cannot t ll you how much of thit:i 
program would be paid for by loans, how much would b paid for by 
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the export of goods, how much might be paid for by transfer to this 
country of products we might want in our economy, such as olive oil. 
We have to leave that to the State Department. It is compl tely 
out of our field. I would like to answer your question, and I an1 not 
tryino- to avoid it, but I must say we do not in our department reach 
the final decision as to how payment shall be made. We turn it ov r 
to the State Department and they reach that decision, which is 
properly within their province. 

11r. BLOOM. Your answer to the chairman's question was a positive 
statement that this amount of grain that was going to be exported 
would be coming out of the taxpayer's pocket. According to the 
last statement that you just mad , that is not quite so, is it? 

Secretary ANDERSON. I think as to the entire program the State 
Departn1ent will know ther will be certain recoveries that may come 
back to them. I do feel that for the first year Ot' two of the program, 
a good deal of the money that will be put into the program will come 
from th American dollar. That money is eventually repaid; ·whether 
it is immediately repaid on the basis of goods, I am not in a position 
to ... ay, but at the beginning of it, it ·will probably be a matter of paying 
u in American dollars at least. 

~Ir. BLOOM. If you send them bread grains, and they make the 
bread, do they sell that bread or give it away? In other words, if 
we give them the material to make the bread and these countries sell 
the bread, then we are not altogether achieving the desire that we 
want to achieve to feed these people. If they are going to sell that 
bread, they get money for it. Do you not think we ought to be paid 
for the grain? 

cretary ANDERSON. I do not know that I can answer that question 
e.·cept to say that the primary purpose of the program is not r lief. 
The primary purpose is recovery. If they sell that for some typ of 
e.-change and use that for their recovery, and hasten it thereby, then 
we were primarily interested in whether or not it comes back to us in 
some form of payment, and we increase our commitments, or whether 
they us that in their recovery program. I think it is a decision that 
should be made by the administrator and not by the Department 
of Agriculture. 

Our function is to see that they have grain available for these n eds 
and hip it \vhen requested, to do what the administrator decide , or 
admini tration, or whatever, may be set up for the operation of the 
proO'ram. \Vhat it decides the receiving country should do with its 
money is not a question with which the Department of Agriculture 
would b come involved. I do think that he would have to decide 
whether he wanted imm diate r payment of so much for grain, or 
whrth 'r he would regard thos grain ship1ncnts as instrum nts by 
whi(·h th' economy might b more rapidly r stored. It might, for 
.·mnple, as we found last year, be that there were quantities of olive 

oil availabl in certain European areas which they were anxious to 
trndc or sell for goods mad in Germany. The reason th y wanted 
to 'll for goods mad in G rmany in pr f renee to th Unit d tat s 
wn that th y had tractor of G rman 1nanufacture. They w·anted 
the r •pair parts to fit into tho tractors. It was far more de irable 
for th' qui k r covery of both ountrie that the surplus quantiti s 
of oliv oil in Italy be traded dir ctly in the German cono1ny and 

, 
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repair parts be traded to Italy. We did supply, in the meantime, 
grain to both countries. 

Mr. BLOOM. Is there any difference in giving grain to any of these 
participating countries and their making bread and selling the bread, 
is there any. difference in that procedure than if we \Vere to give them 
leather, and they were to make the leather into shoes, sell the shoes? 
Do you not think we ought to be paid for the leather as long as they 
are making a profit out of it, and getting the price of the lea.ther 
besides the price of manufacture? Would that same thing not apply 
to foodstuffs? 

Secretary ANDERSON. Yes; it is a question of what coin you want 
when you are repaid. 

Mr. BLOOM. We have got to be repaid, or should be repaid some 
way if they sell it. If they give it away, if it is to feed the starving 
people over there, and give them food to eat, shoes to wear, and 
clothes to wear, and they put that on the market and .sell it for a 
price, make a profit out of it, do you not think there should be some 
accounting of that? 

Secretary A~DERSON. Yes; but I think that the accounting can be in 
terms of what the money is used for in the restoration of their economy. 
I do not think it always needs to be returned to us directly. 

Chairman EATON. The gentleman's time has expired. 
Mr. Jonkman. 
Mr. JoNKMAN. :11r. Secretary, on page 10 you say: 
We do not plan during the first 2 years of the program to" export from thi country 

to western Europe any of the types of meat which we con ume. \Vhether we · nd 
any meat to we tern Europe during the la t 2 years will have to d pend cntir ly 
on the situation at that time. 

Are the figures available as to the amount of tho e types of m at we 
exported up to that program for 2 years in dollar value and in volume? 

Secretary ANDERSON. Yes, they ar available. For whi h years'? 
Mr. JoNKMAN. Only 1946 and 1947. We are starting with 194 . 

ecretary ANDERSON. During 1946-4 7, out of our total export of 
499,000,000 pounds, 235,000,000 poun ls 'vent to Europ an r cov ry 
program countries. 

11r. Jo KMAN. That is for 1 or 2 years? 
• Pcretary ANDERSON. Forth 1 year, 1946- 47. 
Mr. JoNKMAN. Half a billion pounds a year. 

ecretary ANDERSON. Out of thi ountry; ye . 
11r. JoNKMAN. Do I understand that w will e .. ·port during then .. ·t 

2 years that much less? 
S cretary ANDERSON. This year we were not shipping rneat to th e 

European countries. 
11r. JoNKMAN. This year or next y ar? 
Secretary ANDERSO . ext year w ar shipping no In at to the 

European countries xcept hor e meat, and the y ar following. 
:Nlr. JoNKMAN. That should ea up th m at situation in the 

country. What is the annual consumption of meat? 
ecretary ANDERSON. In calendar 1947 it wa about 22X billion 

pound . 
11r. JoNKMAN. It \vould be at lea tan casing up of 2 perc )nt. 
Secretary ANDER ON. y s. Even t.hnt anlount was not croing to 

these countries. Only 235,000,000 pound . About 1 p r · 'nt. 
Mr. JoNKMAN. Since when have you not b n shipping any? 
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Secretary ANDERSON. I imagine the last meat went in the spring of 
1946 in any sizable quantities. We shipped some small quantities 
that previously had been contracted for in the summer of 1946, but 
they were relatively s1nall quanti lies. Starting the 1st of July 1947 no 
meat went to Europe. orne small quant.itie have gone to neighbor­
in()' \Ve tern Hemi ..,ph ere countries. orne small quanti tie \Vent to 
Cuba becau e we had contracts. We shipped them so much rice and 
wheat in e~~change for -ugar. Our transactions \Vith Cuba \Vere ahnost 
entirely on a trade basis. They sold us 1 year about $450,000,000 
worth of goods. \Ye sold them \vheat and mei'"t. 

~1r. JoNKMAN. The policy of not shipping the types of meat con­
sumed by the American people has alr acly been in effect for a year . 

..,ecretary ANDERso . Yes; starting July 1, 1947, no meat \Y·hatever 
ha b en going into Europe. 

:\fr. JoNKMAN. With reference to wheat, has the Governn1ent 
h· ady bought the \vheat for the interim-aid program? 

ecretary ANDERSON. I think it \vould be safe to say that we have 
not bought all th \vheat for the interim-aid program. There was a 
tat ment made yest relay as to the totals. \Ve have acquired suffi­

cient wheat as grain and sufficient flour to cover the period through 
.. larch 194 . \V e have not acquired much flour or \Vheat for April 
whi h i still in the interim-aid prograin. n1ost of the interim-aid 
procrram requirements are covered, how ver, since a good deal is in 
pipe lines. 

n1r. Jo.~.'"KMAN. It is considered the pipe line that you run from the 
in rim aid into the J\Iarshall plan, if it is adopted? 

c r tary ANDERSON. The pipe-line stock is the working stock neces­
ary to keep the export programs operating without interruption. 

?\fr. Jo~K~!AN. Ho\v nn1eh \\'"heat have you on hand for that pro­
~ranl noF, do you know? 

r tnry ANDERSON. Not exactly because our purchas s are not 
brol~en down separately for each program. There have been acqui.r d, 
h ' '"CY r, by the Commodity Cr dit Corporation and by commercial 
int r t , 43.5,000,000 bu hels of a 520,000,000-bushel goal for grain 
and grain products . 

... fr. Jo.~. 'K~IAN. That cov rs you thr ugh the April pipe line? That 
i , you ·alculate that it will? 

cr ltary ANDERSON. To; it covers through 1farch, the tentative 
_ L r h allocations. I a.1n oncerncd with the shipments \V have 
mad and th shipments w ~ re going to make during January, Fcbru­
ar·y, and 1Inr h on our 1 res nt allocations as th y arc all cov red by 
th upplics of grain we now have. 

·. ,J o · rM .~. •. I ngr e wi h it on th basi of s\ipn1ent . I was 
1 t int 'l'e "' t 'd in all cat.ions, but I like to know what is shipped. 

h irrnan EA'l'O.... . 1r. ,JHrnlan. 
fr. ,J.A t tAN . .r ifr. S 'crctary, when t-h int rin1-aid program \Va.s 

f rP th House, t.l1 'I'' wn.s a clctennin d fiort to amend it to prcv nt 
th hip1ncnt of anything in hort supply in the Unite l ta c . You 
t t l that you ~~pr s eel the opinion that th quantiti f food 

indi atPd t s available fron1 this ·ounLey ould b sup )lied without 
n r < ~ ·tnt strain on the food prices. Ev n so, wh~tt fl'' ·t, as far as 

fo l i one rncd, would an arn ndrnent lil- that ha.vr? 
' r tary ANDERSON. Any a1n ndm 'nt \Yhich say that y u ·annot 

hip it rn in short supply mal- s you stop and t<.•st what t.h u of 
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that commodity would be if you allowed everything to run unre­
strained. For example, under it, I would have to use an illustration 
to show you what I mean. Under the price decontrol bill, if you 
recall that was passed inAugust of 1946, it became my duty to certify 
those things which were in short supply month by month. I con­
tinued to say that cereals ·were in short supply to the very last day 
of the legislation, and I mean they were still in short supply as far as 
we were concerned, and in June of 1947, ·when people were talking 
of this terrific billion four hundred million wheat crop and the po si­
bilities of another large corn crop, the corn crop failed and cereals 
did sho\v up in extremely short supply over all. If you allowed every­
body to use everything, if you did not discourage in any way the 
consumption of grain, you \vould shortly find yourself in a situation 
where they were extremely short, and you would have price dif­
ficulties. 

Right now, if people continue to conserve on the supplies of grain , 
if they do not feed hogs beyond reasonable weights, if they do not 
fatten cattle to top finished grades, if you do not allow unlimited 
amounts to distillers and bre·wers, and others, we have a sufficient 
supply. What the demand would be if you took off all r triction 
and all suggestions, and all attempts to bring about conservation, 
I do not know. Therefore, I hate to have l gislation that • y I 
must stop and find which things are in short supply. They. are all 
interrelated, a great many of them are, and you might have a bountiful 
supply of cottonseed oil, and great shortage of lard, but that shortacre 
of lard would have its effect on the cottonseed-oil supply very quickly. 
If you cut off the imports of copra, it 'vould see its eff t on th 
cottonseed oil supply shortly. Therefore, would I be ju tificd in 
~aying when we have the greatest supply of otton e cl oil that it i 
in short supply? People''· ould say I was doing something a b olut<'ly 
contrary to Congress, intent. It i not in hort upply. It i. in 
relation to other world demands and substitution of other product . 

Mr. JARMAN. You do not think it would be beneficial to the program 
or the country for such an amendment to pass? 

Secretary ANDERSON. I never tried to tell the Congres what I think 
it ought to do. But I would be glad to say it is a bad amcndm nt to 
pass just as I thought an amendment restricting th amount of cRrry­
over was a bad amendment. It had to b on id r d in c nn ' Lion 
with what the next crop was. Th amount of carry-ov r do' not 
mean a thing; 150,000,000 bu hels, with an absolut failur of th 
wheat crop, docs not m an a thing; 150,000,000 bu h ls, with a whale 
of a wheat crop, is a huge supply; 80,000,000 bu h ls, with a big wh at 
crop, is ample; 150,000,000 bu hel , \vith a small \Vh at r p, i far 
too small. 

Mr. JARMAN. Another amendment vigor usly pursued wh n that, 
was under consideration was to prevent th hipn1ent f f( rtilizcr nnd 
machin ry, farm machinery a lono- a they \Yerc in hort upply, 
something of that kind. The burd n of h argum nt wa , n,s I r cnll, 
that our farmers could not produce the food b cau e they did not have 
the fertiliz r and the machin ry. Of cour , the argum nt on the 
other side was that it would be better to l t th m produ · a litt.lc ov ·r 
the than for our farn1ers to continue to ha.ve t do it. \Vbat do vou 
think about an amendment like that a to t.h program? ~ 

Seer tary ANDERSON. I think th. t i an fiiU ndnwnt whcr th 
matter of individual judg1nent coin ·s in v 'ry h('avily. You can 
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nrgue both sides of that, and 've do argue both sides of it in the Depart­
Inent.. It is pretty persuasive on both sides. I opposed, for example, 
the hipment of large quantities of tractors by UNRRA on the ground 
I did not think those tractors were going into the hands of people who 
had the know-how to operate them. It s ems to be a simple thincr to 
opcr~t a t~actor in t~ese United States 'vhere youngsters arc bro~ght 
up \\'1th a lnt of tools 1n one hand and learn 'vhat to do with a model T 
Ford early in lif . It is something else to people who happen to 
u ., animals for their motive power for a long time. They do not 
understand what a n1agneto is supposed to do. So1ne of those trac­
tors w· re wa ted, and that has been amply proved. Unless you have 
the killed people 'vho can start off those tractors and ce that they 
arc .... crYiced properly, utilized, that the fields are large enough to use 
the type of tractors shipped, then, it is a 'va te to send that tractor 
ther , and we in the Department haY vigorously opposed large 
whole"'ale exportation of American tractors in the present program. 
The nu1nber of tractors will be substantially li1nited. Therefore, I 
ay to you that ·wholesale permis ion to export large quantities of 

tract rs would be a very bad thing. A lin1itation on how many 
tractor"' you can send is something that would require a tr mendous 
lot of knowledge of the situation by the persons putting on the limita­
tion. I doubt if it could be easily done. I mean to say that I doubt 
that th information is quickly available to the Members of Congress. 

For in tanre, it is pr tty hard to say how many tractors you can 
put into France that will be w ll used or how many can be put into 
Italy and be well us d. I questioned the other day tractor going into 
... orway. I did not think it possible for those tractors to b used. I 
hav' an explanation back as to why they are being used. I am not 
on1pletely satisfie l as to that. We fight those things as vigorously 

a they ncofl to be fought out. I say it is a doubtful area and, as to 
fertiliz rs, I am on a little b ttcr ground. W c are not shipping large 
quantiti of fertiliz r. omething like 8 perc nt of the commercial 
nitroo-en and small quantities of pho phate. When you ship a ton of 
f rtilizer, you eliminate the necessity of shipping 6 or 7 tons of food. 
'ro the .·tent we need that fertilizer, it can be well used and \Ve ought 
to ship li1nited quantities of it. We are providing for the shipment of 
limit d quantities of it. I do not think that the shipment of all ferti­
lizer"' could with wisdom b barred by the Congress because the 
iminl n mnount of food to be shipp d would need to be even larger. 

11 f h' economy i on the side of a small shipment of food and of a 
larg mnount of fcrtiliz r . 

... 1r. JAILL\ ... •. That i the position I tool- against those amend1nents, 
and th 'rc wa one f rtilizer, only 1.7 percent of the supply of which 
w ·onte1nplated in the progi:fi:In. I believe it was ~itrate. . 

,crctn.ry ANDEHSON. I tcst1ftecl so much, but I bch ve 8 p rcent IS 

about right . 
.. Jr. ,L\HMAN. I say that wa. the other progrs.un, not UNRRA. As 

t h, interi1n ail, I furth r took the position that whil the far1n r"' of 
ur 'ountry Inight, by being required to continue to produce this food 

• thigh pri ·e , 1night profit somewhat by it, I did not bcliev they w re 
that ~Plfish. What prompted this question was a statement you made 
awhile ago, which I a1n not sure I got, i.o the efl'cct that, hut for this 
JH'O<"nun, whn.t would happen to the farn1 "'rs. Do your 'llH~InlH'r whn.t 
you said'? It seern. to b contrary i.o what I had in n1ind in 1ny 
n.rgu m u t. 
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Secretary ANDERSON. I said this: Someone n.y : " Thy do w not 
quit all this and let Europe get. back on its own feet?" I think one 
of the answers is: Because of the requirements of war, and the require­
ments of postwar support, that we have asked our farmer to produce 
present quantities of a great many t.hing . They are geared now, and 
they have their seed in the ground for the largest winter-wh at acreage 
we have ever known in the country. It is the largest we have ever 
sown. In any event, it is an extremely large acreage of ''Tinter wheat. 
The farmer cannot be suddenly told that we do not \Vant that much 
production. You can stop a factory half way, stop the a sembly line, 
and start up again in a few days, but once you put that wheat in the 
ground, you have to go on through and harvest it. If that all came 
through, and there \vas no program of support whatever, I think we 
would have some very serious repercussions in agriculture. ...1y 
limited kno·wledge tells me that you cannot have that happen without 
tearing down every business institution in the country. We found 
it out twice, and we will find it out quickly again. ~~ly concern is that 
it would destroy a great many businesses of all kinds, the people of 
Europe would lose their example as \Yell as their food. I think it is a 
great thing to have a country agriculturally and industrially alert to 
point to as to how democracy \vorks. I mean that more than any­
thing else. The American farmers are in pretty good shape finan ially, 
perhaps better than some others, but the cutting off of these agricul­
tural commodities would have, I think, serious repercussions on our 
whole industrial life. 

Chairman EATON. The tim of the gentleman has expired. 
11rs. Bolton. 
11rs. BoLTON. Mr. Secretary, am I right in thinking that you said 

that the prices here are not affected by the exports, and that ther is 
an ample amount of feed, corn, and so on for this country? 

Secretary ANDERSON. I am sure I did not say that. 
l\Irs. BoLTON. Please corr ct me. That is why I am a king the 

question. · 
Seer tary ANDERSON. Ther is no proYision for the export of corn, 

and there is a shortage of corn and f eel corn. 
11rs. BoLTON. I was well a\vare of it. 
~ecretary ANDERSON. Yes. 
11rs. BoLTON. I ·want to asl~ you quit d finit 'ly what method do 

you have, or do you not do it at all, to follo\V the hom food and th 
for ign food program, and if you check in th diff rent count.ri on 
the use of food and fertilizer, or is that done by om· other no· n y? 

ecretary ANDERSON. It is don prinulrily- nnd it d' PndR on the 
prog a.m. In tl l NRRA progran1 th y w r <.'he ·k d hy 1 JRRA. 
In the uta t D partment program they arc h k d by t.h , tate 
D partn1ent. 

11rs. BoLTON. In this nc"· progrn.n1, who chc ·1- ? 
Secreia.ry AKDERSON. In thi n w progn In I [ 111 not n bl to n.y to 

you if it i the Seer tnry of tn.t or i ·h + ~d by h St .. t' ]) pnrt­
ment. When you have agricultur n.ttu ·he in the e ountri<' who 
report prin1urily to th State Dcpn.rtn1ent, it i condary to ns. 
They are aoTicultur p oplc, how v r, but th 'ir rvi · ar availa >lc 
to tho State Department, and they ar prim rily the ones. 

Mrs. BoLTON. You hav no r ponsibility in th matt r of dcci ion 
as to how much food shall go? 
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ecretary ANDERSON. We have the responsibility of the decision 
as to how much food shall go. 

11rs. BoLTON. l.,.. ou do not follow it \vhen it gets over there? 
Secretary ANDERSON. No. We do not set up two organizations to 

follow it. The State Department is supposedly following it, and I 
think it is. 

11rs. BoLTON. What relation do you have enYi aged with this new 
or(J'unization and the State Department plan of organization for this 
new program? What do you enYisage as your relation to the 
Administrator? 

ecretary ANDERSON. On the production side, I '\\Tould think that 
w would haYe available to him a staff of people most of whom we 
could Yery quickly r cruit, and most of whom are probably no\v 
available, who would examine production plans in these areas to see 
if they arc producing the things essential to their own food source. 
It i pretty hard to illustrate except by an examination. When we 
made the examination of Poland last July, we tried to determine 
wheth r the wheat shipm nts proposed to Poland \vere essential. 
We found Poland was placing primary emphasis on sugar for export 
and rehabilitation of her livestock industry. Therefore, we knew it 
wa not grain that was greatly needed for her own people. If its 
people were hungry, they would have been trying to feed them 
first with grain and not trying to get sugar for export. Upon that 
knowledo-e of their emphasis, we \vere able to draw some conclusion 
about their needs for wheat which subsequent months have proven 
to be very accurate. 

Now, the Poles show up with fairly good supplies. We hav tri d 
to go in to some of these countries to find if we thought it \vould help 
to meet the goals we have srt out. If it would not, we would not 
atten1pt to remedy it ourselves. It would be our responsibility to go 
to the Administrator, as he has the responsibility in this connection 
because he is the one who is going to be able to say ·we will or will not 
upply these things, depending on their cooperation with th program. 
~fr . BoLTON. Do you have responsibility to keep him informed? 

cretary ANDERSON. \Ye would have a responsibility to keep him 
informed a to their program, not as to their compliance with it,. 

Ir . BoLTON. Then, he is responsible for checking th ir compliance 
With it? 

~...~ •cretary ANDERSON. I would think so, becausr that is a situation 
in wl i ·h we find ourselv sinG rmany now. \V have mad certain 
r con1n1cndations ani laid out certain programs, but there ponsibility 
for ·arrying it out con1es to th adn1inistrator in that area. 

As to tlw shipment of foods, we frel it should be our r sponsibility 
tog ·t, tog •th r these agricultural supplies and see that they are shipped 
and landed where the Administrator requires them. Vv e do not 
thinl· \\' (' ought to have thP responsibility for distribution. 

l\[rs. BoLTON. So far as I can find out in my study of th bill, non ' 
of that i spelled out in the State Department bill a sub1nitt d to this 
comn1ittee. 

ccr tary ANDERSON. I think that is tru , and that is why I have 
tress cl it in my testimony, and stress d it before the S nate. I f l 

it would b xtremely unwis to have anoth r procurem nt group. I 
b that upon some exp rienc I had in the closing days of the war 
wh n we were dealing with two or thre agencies that had some 
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responsibility. Mr. Crowley had a general plan and UNRRA had 
one, and we had one, and when we tried to put them· all together, we 
might have found certain stocks and there had been competition there 
under unusually distressing circumstances. 

Mrs. BoLTON. Do you represent the United tates in the Interna­
tional Food group? 

Secretary ANDERSON. Yes. 
Mrs. BoLTON. In that group, has there been a study made of the 

places from which \vestern Europe can hope for food supplies if they 
are developed? 

Secretary ANDERSON. Yes; but not as much in the Int rnational 
Food Council as in the Food and Agricultural Organization. The 
International Emergency Food Council has now become the Inter­
national Food Committee and has been merged with the Food and 
Agricultural Organization. Theoretically and practically, probably 
it was the function of the International Emergency Food Council to 
deal with shortages and try to find ways of plugging up these present 
groups. Food and Agriculture Organization was to look for the long­
range program. 

Mrs. BovroN. In the long-range program, and in the . tudi n1ade 
by that group, what consideration, what share wa the N ar Ea t to 
have in that? • 

Secretary ANDERSON. In the supplying of food? 
Mrs. BoLTON. You have the greatest value in the long-range 

program. 
Secretary ANDERSON. In the long-range program the great empha i 

was placed on rice production in Burma, iam, and French Indo ·hina. 
Mrs. BoLTON. What about the closer and nearer land of the ar 

East which is fabulously rich? 
Secretary ANDERSON. I am not sure, becaus in an ar a like audi 

Arabia it will require irrigation proj t . 
11r . BoLTON. But rather simple ones and impl on in whi ·h 

you have tho greatest value? 
S cretary ANDERSON. Not simple from 'vhat I sa\v. They run into 

hundreds of millions of dollars . 
.:\frs. BoLTON. The original one? 
Secretary ANDERSON. There are a gr at many si1npl pos ihiliti 

for improvement of food supply in that area. That i Food nnd 
Agricultur Organization's provinc , an l Food and Agri ultur Organ­
ization doe have a group in that ar a \vorking now in that qu' tion 
of food supply. 

Mrs. BoLTON. That ha been tak n into n ideration with th 
food supply for \Ve tern Europe? 

Secretary ANDERSON. Y s; although \Vestern Europ do not d -
pend on that area and probably \vill not depend on that ur n. for it 
supplies of food. That area has need f r tho. suppli s in th ir own 
land, if adequate diet should hecon1 availahl . vV hav<' look<'d to 
the possibility that western Europe \vill d p nd on nnada t nd 
Argentina. 

Mrs. BoLTON. And the development of N rth Afri a? 
Secrcta.ry ANDERSON. The Briti h nr' trying to r medy t.h ·ir fnt 

and oil situation. Ther i a proj ct there n w \Vhich i smncwhat 
started out of a suggestion mad by th Department of A~ri ulturc. 
We just told them that th y could not continu to d p nd on lnrg 
auantities from us. 
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~Irs. BoLTON. You are to be commended. 
Secretary ANDERSON. The British \Vent down and tried to put it 

in operation and they have had some unusual problems. 
:\Irs. BoLTO.~. What about the French in North Africa? 

ccretary ANDERSON. They are doing something but not as yet 
operating with th same vigor as the British. 

~Ir . BoLTON. It is not your responsibility and, under the new 
arrangement , it ·will be the responsibility of the State Department 
to fulfill those responsibilities. 

Secretary ANDERSON. Not as to North Africa. I do not think the 
economic recovery program would touch the State Department's 
respon ibilities in North Africa. I think that is still Food and Agri­
culture Organization's responsibility and not the State Department. 
It is an interesting field that I would like to further discuss that \Ve, 
as a nation and part of the United Nations, should continue. 

Chairman EATON. We will hear from Mr. Mansfield. 
nfr. 11ANSFIELD. Mr. Secretary, in your opinion would the enact­

ill nt of this legislation contribute much toward the inflationary 
spiral now in effect in this country? 

ecretary ANDERSON. If you would ask me whether it need add 
anything to the inflationary spiral, I can answer that quite easily, 
by saying that it need not. I also recognize, and I think we all 
recognize, that as soon as a program is announced, that envisions the 
export of 10,000,000 bales of cotton in the next 4 years, that has a 
strengthening influence on the cotton market. It does not mean 
that it needs to have one because we know, as a practical matter, 
that this country has always exported cotton. We will undoubtedly 
be exporting cotton again, but some sort of export arrangement will 
be made for the export of cotton regardless, and, if that does not 
happen, it would be disastrous to a great section of our whole economy. 
The fact that you announce that sort of an export program does 
strengthen the market. If you announced that we were going to 
export 350,000,000 bushels of wheat, that would have, for a while, a 
little stimulating influence on the market. If you stopped, then, and 
showed that would not be at all an unusual amount of wheat for us 
to hip in connection with our present supplies, that story does not 
seern to have much ~nfluence on the market. For some reason or other, 
the optimism runs high in the grain exchanges and, as soon as you 
give them one encouraging word, it seems to move things along well. 

:Ir. 1-iANSFIELD. Looking at this legislation practically, then, we 
can assume that it will undoubtedly contribute to inflationary pro-
c s now in effect in the country? 

ecrctary A)TDERSON. No, I do not say that will contribute to 
th m. I think it will not contribute to those things that might 
br ak our industrial and agricultural prices substantially, namely a 

rt of turn-down in all of our present level of high national inco:rp.e. 
Th r is nothing in it that I see that causes real trouble. Our real 
gr t difficulty today in the domestic field is the high pric of meat, 
butter, and eggs, and none of those things would be affected by this 
pro(J'rarn. 

1r. 11ANSFIELD. You stated also that if there was no foreign 
marl~ t for these extremely good crops that we have been having 
that the result would be surpluses, naturally, and th further result 
would be deflation in agriculture \Vhich, in turn, would spread itself 
out to other fields. 
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Secretary ANDERSON. Yes; I think that is right. 
Mr. MANSFIELD. You mentioned the fact that there would be no, 

relatively speaking, shipments of corn abroad at the present time. 
Secretary ANDERSON. There has not been since the early part of 

the current year. There were some shipments of corn scheduled to 
take place for which contracts had been made during the last fiscal 
year. They were to have been shipped before June 30, 1947. They 
did not get shipped until the first months of the next year, which 
starts on July 1, 1947, and about 15 or 20 million bushels of that 
corn was shipped even after we knew there was going to be a short 
crop in the country because it had been contracted for. 

Mr. MANSFIELD. There are shipments of other grain, e pecially 
wheat? 

Secretary ANDERSON. Yes. 
Mr. MANSFIELD. And there is no shipment of meats at the pre -ent 

time except horse meat? 
Secretary ANDERSON. There are some small shipments to neighbor­

ing Western Hemisphere countries. 
Mr. MANSFIELD. Are there some shipments going overseas now? 
Secretary ANDERSON. Not right now. \Ve do occasionally make 

shipments of it. I do not know when the last shipments went. 
Mr. MANSFIELD. In this matter of horse-meat products, the initial 

processing of horse meat took place in my part of the country. It seems 
that some of the people out there initiated this particuJar program 
25 years ago and have not been given much consideration by the 
Department of Agriculture when it came to sending their product to 
western Europe where horse meat is a prime commodity. You ay 
that horse meat is going to be a prime commodity under th program 
next year? Is it the objective of the Depa.rtm nt of Agriculture or 
Department of State to call for bids on this horse meat from r cog­
nized and capable American concerns? 

Secretary ANDERSON. I cannot say what the policy of the Depart­
ment of State will be. The Department of Agriculture's policy ha 
been to ask for bids and will be to continue to ask for bid from all 
firms. We cannot say because somebody was in busin s 25 y ar ago 
they are going to get the business over someone else who g ts in with 
a more attractive offer. . 

Mr. MANSFIELD. I do not think it is a matter of a 1nor n.ttra ·tiv 
offer. I think certain concerns in the Midw st, in Illinois and Kan a 
especially seem to hav a monopoly on the horse-meat nutrk t in thi 
country, and shipping it overseas. I would like to see son1 syst 111 by 
which all American horse-meat companies, b caus this is a prime 
commodity, would have an equal chance in having th ir bid con­
sidered. Wbat do you think of the id a of incentive ? sing uch 
things as tobacco and the like as a means of getting the workers in 
these countries to produce more, and to bring their hoard d suppli , 
and to help bring about some equilibrium to their oconon1y'? 

Secretary ANDERSON. I have spoken on that a great many times. 
I think there should be incentiv s for them. The pr s nt financial 
situation in these countries makes it impossible to appeal to a farm r 
after he has produc d large quantities of food to mov that into nor­
mal channels. One farmer in Stuttgart, G rn1any, can1 up to me 
and asked me what I would do if I were in his place. He was off red 
a carton of cigarettes for a ton of wheat. 
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I would have done what he did. I would have kept it at home or 
looked around for a better offer. 

1\ir. ~1ANSFIELD. 11r. Secretary, on this matter of fertilizer, \Ve had 
quite a discussion in the debate on · the interim aid bill. I brought 
up the fact that a good deal of phosphate, to the extent of 500,000 tons, 
was shipped to a former enemy country, Japan, during 1946-47, and 
that also the entire output of•the Island of Angar in the old ,Japanese 
mandates estimated at 3,000,000 tons, was also to be sent to Japan. 
I wonder if \Ye could not divert some of this fertilizer going to a former 
ene1ny country to u e in the rehabilitation of these friends of ours in 
western Europe. 

Secretary ANDERSON. The Angaur project is purely an armed forces 
project. Under agreement reached by the commercial producers of 
fertilizers and those branches of the Government, the Army prillcipally, 
which had been n1anufacturing fertilizer, the farmer in this country 
and the areas such as France and Italy have been supplied out of 
supplies controlled by the civilians. The Army plants were set up 
primarily to supply fertilizer to the Army zone of occupation. The 
money put into it was put into it on that basis. The cost of operation 
is higher than the cost we would have in ordinary commercial oper­
ations. We felt that since it was an area that would not come in the 
ordinary commercial sense, it was right for the Army to take the 
output since they were only adding to the total world picture, at 
the higher cost, and moving it into the areas where they wanted to 
put it. 

1ir. MANSFIELD. That includes the Idaho-Montana exports, too? 
ecretary ANDERSON. Yes. They were in the areas developed by a 

Government plan. Had it not been for the Government plan the 
production which they took would not have been turned out. 

~'fr. 111ANSFIELD. They were developed long before the war, if the 
Army came in they came in long before that. 

Chairman EATON. I wonder if, for the information of the commit­
tee, the gentleman would be permitted to answ r one question. 

This horse meat sounds to me like cannibalism, but is the horse 
meat provided by broken-down old work horses for meat only? 

~fr. MANSFIELD. Mr. Chairman, in our part of the country, we are 
mechanizing our farms. We have a surplus of horses and they are 
am nace to the country. 

ecretary ANDERSON. They are consumers of grain. 
Chairman EATON. Mr. Smith. 
_. fr. SMITH. Mr. Secretary, have we had two or three crop seasons 

ince the end of the war? 
ccretary ANDERSON. We have had two full ones. 

~Ir. MITH. Has there been any improv ment in the g neral situa­
tion from the agricultural standpoint, or has there been a disintegra­
tion of agricultural production since the war? 

ecretary ANDERSON. Her ? 
~Ir. SMITH. No. I am tall~ing about Europe. 
ccretary ANDERSO . I would say that the food situation in Europe 

this year was worse than the first year after tho war, but not so much 
du , to disintegration as bad weather. The same thing applies to 
th crop of wheat in Franc . The French farmer w nt to greater 
length than he has ever gone to produce a wheat crop. He even put 
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little plots of ground into wheat. He had the most di astrous 
weather he ever had. 

1\:fr. SMITH. It is true, is it not, that con id rable grain i till b ing 
held by the farmers who refuse to take it to mark t? 

Secretary ANDERSON. In Europe? 
Mr. SMITH: In Europe, yes. 
Secretary ANDERSON. I am not sure. I wish I could an wer that 

question correctly. I would say that I haYe an impre sion that­
and only an impression-in Germany the ollections have been much 
poorer than we anticipated. They are ba eel to some clegre on 
inability to collect, not solely crop failures. 

The French GoYernment last July establi hed a price for grain 
which was more appealing to the farmers and has brought in ·r 'a ing 
quantities of grain from the farmers there. 

Mr. SMITH. Considerable grain, however, has gone int the feed­
ing of cattle, has it not? I beli ve in the testimony that we have on 
the interim aid bill, that in Italy alone cattle had increa eel 25 percent. 

Secretary ANDERSON. It is like a man who ha only one neckti . 
When he gets an extra one, he ha increa eel 100 p rcent. Italy 
is like a fellow with two neckties. The Italian livestock situation i 
notoriously bad. They have increa ed a little bit, by a big per· ntncr , 
but not a significant increa e in quantity. 

l\Ir. SMITH. It is not a fact in the interim-aid bill we provid d 
million of dollars to pay farmers to get their grain on the market? 

Secretary ANDERSON. I do not know that. 
Mr. MITH. I think you will find that to be the fact. 
Secretary ANDERSON. Would you tell me where I could find that? 
Mr. SMITH. This was incentive goods. 11r. fansfield ref rr d to 

the matter. We get more production if we give th farmers inc ntives. 
Secretary ANDERSON. I subscribe to that. I und r tand the int rim­

aid bill authorizes not to exceed 5 percent of available fund to b u ed 
for procurement of incentive goods. 

Mr. SMITH. Mrs. Bolton r minds me th re are 80,000,000 dollar 
for that purpose alone, for the purpose of inc ntive paym nt . 

In that matter of collections, have you be n ati fied \vith thc1n a 
we have gone along? 

ecr tary ANDERSON. In other countrie. ? 
11r. SMITH. Yes. 
Secretary ANDERSON. No. 
Mr. SMITH. Do you recommend any \vay whereby we an h lp that 

situation so that the American taxpayer is not paying the bill for 
Europ an countries. 

Secretary ANDERSON. I was just going to sa.y in the a of th 
mission which went over to see th people in Japan, \V \V r not 
happy at all over the fact that there can1e in a requ t to u from 
headquarters over there for a very substantial quantity of grain a 
time when it was e~~trcmely difficult for u to rap any tnor rr in 
out of the Am rican barrel. A n1ission \V nt to Japan, and I think 
two memb rs of that rnission arc h re thi., rnornino-, and th y Inadc, a 
survry and found out that our olle tion rn thods w r bn. L Tl 
grain was not coming out. The tnatt r w·a rather h at dly di -
cussed with members of G neral 1IacArt.hur' stufi', n.nd finnlly it 
came to the attention of tho g n ral hirns lf. A 11 ' proj t \Vfl t 
up to better the collection prograrn in Japu.n. This yt>ar th tt i 
working well. We are collecting a hove the amount that th ~y ha e 
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set aside for their goal. TJ:lat has been a success. On the contrary, 
the situation in Germany has been a disintegration of the collection 
machinery because we are not able to believe that the potato crop 
has failed as greatly as the figures indicate, nor led to believe that the 
collection of grain has failed as greatly. We think it cannot be solved 
by saying that neighbors must get together and solve this. We 
think there must be some strong method, as adopted in Japan, if we 
are to have decent collections there. 

11r. MITH. Does that apply to Italy and France, also? 
Secretary ANDERSON. I think there are other factors in Italy. 
11r. SMITH. Just one more question. J\1r. Secretary, with reference 

to the matter of tractors: It is my understanding that the tractor 
industry in the country has been called upon for a set-aside of a 
certain percentage of production this year. 

Secretary ANDERSON. I have no knowledge of that. I am sure 
t.here is no such thing as that. 

11r. SMITH. I would like, J\lr. Chairman, to ask unanimous consent 
to place in the record, at this point, a request that has been made 
showing that many tractors are expected to be taken from our produc­
tion for overseas shipment. 

Secretary ANDERSON. Let me see it, too, because it is news to me. 
Chairman EATON. No objection? 
1h·. BLOOM. Let us all see it. 
Secretary ANDERSON. I am cm·tam there could not be. It would 

be well for me to comment on it here. 
1i!r. SMITH. I do not have it here. 
1~Ir. SMITH. Do you believe there ought to be an allocation of 

tractors? 
ecretary ANDERSON. Yes. 

l\ir. SMITH. For overseas use? 
Secretary ANDERSON. Yes. 
1t1r. SMITH. To what extent would you say? What percentage of 

production? 
ecretary ANDERSON. Probably around 10 percent for the ERP 

countries. 
Chairman EATON. The gentleman's time has expired. 
11r. JA VITS. J\1r. Secretary, have you made any estimate of the 

dt'nutnd for meat per capita in the United States for 1947 as con­
ira ted with the supplv? 

~ ccretary ANDERSON. The Btu·eau of Agricultural Economics 
\Vorkcd up some figures that I \vould rather they introduce because I 
J ~now they have calculated how much we are now· consuming, if there 
were all the meat we wanted within what we might regard as reason­
able prices. 

~Ir. JAVITS. Would you be good enough to introduce that calcula-
tion in to the record? 

~ ccretary ANDERSON. Mr. Wells, I am sw·e, could testify right now. 
11r. JA VITS. Could you give it to us briefly? 
~lr. WELLS. Averago per capita consumption dw·ing th last year 

was 155 or 156 pounds, we have generally estimated with reasona.ble 
prices American consumers might buy 165 pounds per capita if they 
could get it. It appears that the supply for this year will not be 
more than 145 to 146. 

69082-48-34 
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11r. JAvrTs. 11r. Secretary, are there material diversions of grain 
to feed cattle? 

Secretary ANDERSON. There is a cert,ain amount of normal use of 
grain for the feeding of cattle. That is not as large as you might 
anticipate because of unfavorable feeding ratios. For instance, the 
last few days cattle prices turned down nearly a dollar, and when 
wheat prices move up and cattle prices do·wn, you intensify the 
unfavorable ratio. 

11r. JAVITS. Does the pressure of grain demand for feeding increa e 
the price of grain? 

Secretary ANDERSON. Yes, the high price of meat naturally attracts 
grain to that feeding, but not much whent. The price of wheat is 
such that it is not a desirable feed at $3 a bushel. 

Mr. JAvrTs. I note that you plan to export 100,000,000 bushels of 
other grains. Does it affect the prices of those other grains? 

Secretary ANDERSON. Yes, sir. 
Mr. JAVITS. Do you believe that it is advisable that the use of grain, 

for feed, should be enhanced in order to take up eventually the differ­
ence between what we are now exporting to Europe and what we will 
export to Europe at a time when the need there diminishes, or do you 
believe that curtailment should take place at that time through reduc­
tion of the acreage allocated to grain? 

Secretary ANDERSON. I am not sure that I understand exactly what 
you mean. I know this: There will be an increased consumption of 
grain in the cattle industry as soon as we can afford to use those grains 
for that purpose. We, in the Department, are conscientiously trying to 
bring about the increased grain consumption. Temporarily, that goal 
has to be put aside. We hope to get to livestock as quickly as we can. 

Mr. JAVITS. For a constructive agricultural policy under present 
circumstances to bring it in accord with the ERP, that goal of in­
creased grain consumption should be deferred? 

Secretary ANDERSON. That is right. 
Chairman EATON. Mr. Lodge. 
Mr. LoDGE. Mr. Secretary, I was interested in your statement on 

page 10 where you say: 
I do not anticipate that exports in these amounts would add to the inflationary 
pressure in this country, or call for any undue sacrifice on the part of our consumers. 

I do not quite know what you mean by an undue sacrifice. 
In interrogating Mr. Clayton on this matter, I find that this is what 

he said: 
We produced last year 1,400,000,000 bushels of wheat. The human beings in 

this country cannot use over half of that, to save their lives, and they do not eat 
over half of that. Of course, we feed a certain amount to animals, which is 
unfortunate, and you have a lot of wheat you have to export. 

Mr. LoDGE. Yet the price of wheat goes up? 
Mr. CLAYTON. And yet the price of wheat goes up, because there is such an 

enormous demand over the world for it. The production of wheat in other 
countries has declined so much that they have to have our wheat. 

The point I am trying to get at is this: I favor the principle of the 
European recovery program, but I would like to know from such an 
eminent authority as you, do you really feel certain that that state­
ment of yours on page 10 is exactly what you want to say about t~csc 
inflationary effects of these exports of wheat? I think the Amencan 
people can take their medicine, they have shown that in the past. 
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Secretary ANDERSON. I will say what I said before. I cannot under­
stand what makes the price of wheat jump in the manner that it some­
times does. From 1930 to 1946, the total use or distribution of ''rheat 
in this country has averaged 770,000,000 bushels. That from the 
1,450,000,000 bushels leaves 680,000,000 bushels for export and carry­
over. Iillowing that we are going to export at least 450,000,000 
bushels, that would leave 230,000,000. If we export 500,000,000 
bushels, that would still leave 180,000,000 bushels for carry-over and 
additional use in this country. You would think this quantity would 
drive down the price of wheat. Yet they pay no attention to it. 
The speculative market seems to feel that the important figure is 
450,000,000 bushels. Every time you announce something about it, 
the price of wheat drops. It dropped a little because we said we have 
only 50 to 80 million bushels to acquire. 

1·Ir. LoDGE. That is what you said to Mr. Mansfield. That it 
need not, but it does. Your staten1ent therefore is not in conflict with 
1fr. Clayton. You do not say that it will not. 

Secretary ANDERSON. I say that it need not. 
11r. LoDGE. In further regard to this question, I have here a 

statement which has been gathered from the Agricultural Depart­
ment statistics, the statement and letter are from Dr. Fitzgerald of 
the Foreign AgricultuTal Commission, and corroborated by the State 
Department. It points out there would be a carry-over of only 
25,000,000 bushels at the end of the year on the basis of those 
e ti1na tes. 

Secretary ANDERSON. I am sure that is not right. There is a mis­
take there somewhere. 

11r. LoDGE. Apparently, ~fr. Secretary, there is some conflict be­
tween your figures and the Department of Agriculture figures. 

ecretary ANDERSON. The.re is no Department of Agriculture figure 
in existence that indicates the carry-over of 25,000,000 bushels. 
Someone has made a mistake. 

1fr. LoDGE. It is indicated on this statement that according to 
Department of Agriculture the figure for feed is 325,000,000 bushels, 
whereas you apparently put that at 250,000,000 bushels. I wonder 
whether you could comment on that so that we can reconcile the 
figures. 

ecretary ANDERSON. Surely. At the time that 325,000,000 bushel 
figure got into existence, it was based on the possibility that wheat 
prices would remain low, corn would be scarce, and that thereby a 
great deal of wheat would be diverted into feeding of livestock. You 
can feed wheat to cattle at $2.06 a bushel which was about the export 
price at that time. You cannot afford it at $3. Immediately after 
the announcement of goals, this looked like a possible use. We took 
figures from everybody in the Department. We have di~erent 
groups, including the Bureau of Agricultural Economics, and the 
Production and Marketing Administration. They all had made an 
cstilnate and this was a sort of a median figure. After we got our 
first reports, this was made well in advance, after we got our first 
r port in the year, it became evident we should scale that down to 
250,000,000 bushels. Now we are getting indications that it Inight 
run as low as 200,000,000 bushels. 

11r. LoDGE. In other words, there is no conflict between the De­
partment's figures and yours? 
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Secretary ANDERSON. No, the trouble is that we set out a set of 
figures shortly thereafter after the BAE conference, one of Mr. 
Wells' people got up and revised that figure substantiall v, and revised 
it in the right direction. 

~Ir. LoDGE. The reason for the apparent di parity between the two 
figures is that a different time was taken? 

Secretary ANDERSON. That i right. 
Mr. LoDGE. There is, in fact, then, no difference between your 

estimates and your Department's estimates? 
Secretary ANDERSON. No, because I am using the very figures which 

11r. Wells supplies to me. I have to. It is the only place I can get 
figures I can rely on. There is a change as time goes on. Very 
shortly we have additional figures and disparities. Those could jump 
the other way. As we get more and more information, as we go 
along in the year, then, we know more and more ho\v much is going 
to be used in the year. 

Mr. LoDGE. Then, would you say that 25,000,000 carry-over is a 
very unlikely estimate, would you? 

Secretary ANDERSON. Yes. 
Mr. LoDGE. You would say a 25,000,000 carry-over would have 

inflationary effects? 
Secretary ANDERSON. Very definitely. It is impossible to get a 

25,000,000 carry-over. You need so much for warehousing, so much 
in docks, terminal eleva tors. The day will never come when you can 
shrink it to 25,000,000 bushels. 

Mr. LoDGE. I am glad to have that for the record. 
Chairman EATON. Mr. Jackson. 
Mr. JACKSON. 11r. Secretary, if my question is a little nonrural, it 

is because the agriculture in our district comes from window bo. es. 
Secretary ANDERSON. Victory gardens there are important. 
Mr. JACKSON. And small. 
What are the latest estimates you have, Mr. Secretary, r lative to 

the crop, the wheat crop for next year? What are the prosp ct ? 
Secretary ANDERSON. The last figure indicates a total crop some­

where in the neighborhood of a billion to a billion two hundred million 
bushel . The acreag is there to produce that much wh at. Wh t.h r 
or not the crop conditions arc there to produce that mu ·h wh nt, I do 
not know. The conditions have improv d very mat rially. vV' O'Ot 

rain when \Ve needed it. You have to have continu d good rain to 
save it permanently. 

Mr. JACKSON. How did that compare with last year? 
S crctary ANDERSON. One billion four hunclr d 1nillion. Th av r­

age is way, \vay below that. These are very unusual and .·tr mf) 
crops. The thing that it does do is to mak an attractiv pri for 
wheat. Farmers gamble for $3 wheat \Vh n they do n t for '2 
wheat. 

Mr. JAcKSON. So do other people. Perc ntug wis , whnt i t.h 
amount of th total United States wh at shipm 'nts sent in th form 
of flour? 

Secretary ANDERSON. Last year about half was shipped as flour. 
This year there will be well under half in flolU'. We e. ·pcctcd to hip 
about a third, and it is running at about that figur . 'l'h r a on w 
tried to get more and more into \Vholc wh at was that th .Y have 
higher extraction ratio than we do. Th y will put 90 to 9G per ut 
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of that flour-or wheat into actual flour whereas we will put 68 or 72 
percent into it. We will get certain byproducts of shorts and mid­
dlings if we manufacture the flour here. They would like to have it 
as human food over there and they desire us to ship it over there that 
way. 

1Ir. J_-\.CK oN. The coarse grain it elf? 
ccretary A ..... DERSON. That is right. 

~Ir. JA K oL .... I an1 sure that all of us in Europe ·were truck by 
the mnount of white bread available. \ .,.hite bread in France, ·white 
bread in Italy, and in many cases, and certainly the nutritive value 
drclines considerably. 

"ccretary A1rDER ON. It depend a whole lot on w·hether you are 
in the hon1e of the ordinary family or whether you are in the resort 
hotrl and restaurants because they do, as could be expected, they 
r alize the heavy clark bread is not popular in r staurants and \vould 
crYe you in a hotel what is more expensive. Generally speaking, 

Inanr of the countries in Europe have k pt their flour extraction ratios 
running 90 percent and over. :\lost of the countries in Europe, for 
their ordinary trade, do utilize fully the k rnel of \Vheat. \Ve do 
hip ~Onle flours in all of thos area , and some of it has found its way 

into hotels and rv cl on this basi . 
1\Ir. t.TACKSON. Would it not be desirable to send all of it in grain? 

ccretary ANDERSON. No, not entirely, because son1etimes when you 
g t to ending it all in grain, it gets u eel for livestock as \veil . 
..., nfr. JACKSON. That would be true of all of it? 

cretary ANDERSON. That is true, in part, but once it is sent in 
flour w lmow it is used for hun1an food. \Ve have done what we think 
i d ·sirable. \Ve have r versed th ratio. This year we have sent a 
large portion of it in grain. That phase of that varies, when the 

untr . .,. has asked us to change our policy and nd more and more in 
<Yrain than we did before this year. 

nir. JACKSON. Relative to th prices of grain and with particular 
r ferencc to wh at, th re hav b en veral reasons advanced for the 
hi ,.h prices of wheat. \Vould you care to conunent as to '"·hat the 
ffc t on tlw nrice of wheat sy eculation of the grain nutrket htL bren? 

... r tary ANDERSON. No, sir. I say that this year's supply was 
so ample that, taking out the whole export program, there was more 
gruin left than we were going to use, and we put a small amount in 
urplu . Normally when that happens, that has a depressing effect 

upon th market. Every time we would announce that we were 
going to buy, every time the ticker out of Washington the night 
b for' nid that onunoclity Cr dit Corporation \Vould take bids to­
n !Tow· 1n ruing, thnt had a nic' wholeson1 or strengthening efl'e ton 
th '} O'I'Uin Dlnrl-et. vVhy that should happen, I do not know, unle s 
hop · do<'s 1-('ep pringing eternally. That n1eans hio·h •r price .. There 
wn nothing in th totnl an1ount of purchases that need have dnven up 
th price of wh at too high. However, yon nu1y recnll thnt n very well 
known wh •nt pr ducer is r ported to have said the price of wlwn.t would 
g t n bov $4 and $4.50, a he left an intr.rvir.w at th \Vhite Ilous . I 
chall •nged that statement immediat ly because I saw nothing in the 
pi ture to pennit it to go thcr . I a1n glad that subs qu ut v nts 
proY d it cannot go th r . The ·way th grain mark t is work d, I 
coulJ not guarante it \vould not. We hav found that ommodity 

rcdit orpora.tion moves into the murl -ct to buy rnth r li1nit d 
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amounts of flour, and the whole flour market seems to move up in 
response to that. 

Mr. JACKSON. Does it have a direct effect? Large scale Govern­
ment purchases do have an effect on the price. 

Secretary ANDERSON. 1V e are going to buy less grain here on out 
the rest of the year than' the flour mills will be buying. Why should 
not the large-scale flour-mill purchases of the General ~1ills or Pill bury 
affect the market, buying a larg.., quantity of grain? That does not 
change the bid. If we go in and buy a comparable amount, that doc . 

Mr. JoNKMAN. Mr. Maloney. 
Mr. 1\tfALONEY. Mr. Secretary, in the last few'" days there was an 

announcement in the press that a quantity of Idaho potatoes was on 
the dock and consigned to Scotland. 

Scotland refused them and other countries refused them. Was 
that statement true, and if so, why? 

Secretary ANDERSON. I do not know. 
Mr. MALONEY. You have no knowledge of that? 
Secretary ANDERSON. No, I cannot tell you. We have a large 

purchasing operation going on all of the time. If it was operated, I 
have not heard about it. 

l\fr. MALONEY. Yesterday. 
Secretary ANDERSON. We do ship potatoes abroad, and we ship 

then1 abroad under favorable price linlits. Ho\vever, the shipment 
of potatoes at this time of year is a hazardous business. There wa 
a possibility of their freezing in transit on the docks, or freezing in the 
cars, and the countries do prefer to have wheat. 

Mr. MALONEY. Mr. Hoover sent a message y sterday to the 
Senate in which he advocated limiting the time of thi aid to 1 year. 
Now, there are several vantage points to that. I want to point out 
one to you and see what you think about it. If we hav this long­
range aid and we tell Europe what we are going to giv them in grain 
next year and the year after, \Vould that not be lik ly to limit th 
farmers in their efforts to produce? Would they not rest on th ir 
oars and say: "Here \Ve are getting so much grain from Anicrica or 
Argentina, and we do not produce, or it will not be necessary for u 
to produce?" There are other questions, but · that is pur ly an 
agricultural question on the 1-year aid. \Vhat is your thought on 
that? 

Secretary ANDERSON. My thought is that telling th m th 'Y hull 
have a little smaller degre of starvation by doing that would not 
appeal to th m. What I m an is thi : W ar not nding them 
enough grain to relieve their actual needs for c real , at b t. 'V 
are not sending them enough to restor . their live t ck p puln tion . 
Nearly every country over th r \Vould like additional uppli of 
grain. The fact that we arc makinrr orne ontribution- und their 
total is still b low their n eds - I do not think ought to rc train them 
from going ahead and doing the b st they know how. It i , tom·, 
similar to \Vhat you might say to a young man going away to s hool ­
if he were your boy, you can say to him: "I am going to send you so 
much mon y a month. With \Vhat you ha.v n1ing, that ought to 
sec you through in rca onably good fa hion." It do s not m an 
he will drop v ry source of revenue bccau a portion of it ·onws to 
him. He might want enough to u tain him elf d cntly. I think 
the countries of Europ ar in that ituation. Th y would lik 
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enough so their people can live decently. They have to increase 
their efforts if the plan is to be successful at all. 

~Ir. 11ALONEY. Then you do not approve of the 1-year plan? 
Secretary ANDERSON. No; I think it is much better if they can 

count on what is coming over for a reasonable period of time. 
l\1r. 1·1ALO~EY. On page 10 you say: 
'Vhether we send any meat to western Europe during the last 2 years will have 

to depend entirely on the situation at that t i.ue. 

I was wondering 'vhat situation you were thinking of. 
ecretar}.,. ANDERSON. If we should have, in 1948, another 3,300,-

000,000-bu 'hel corn crop, as in 1946, instead of 2,400,000,000, as we 
had in 194 7, then ·we could safely say to the American farmer-or he 
would do it automatically-"Greatly increase your output of pork." 
There are two ways you increase the meat supply. You can increase 
it very rapidly through pork. Increase of beef is a slow process, and 
probably w·e cannot expect much improvement in the beef situation 
for years to come. You can expand pork tremendously almost over­
night.. That would be available sometime in 1949. If we had another 
big corn crop, you could have large quantities of pork by 1950. There­
fore, at the end of 2 years we might know whether we would be able 
to send them some pork. 

l\ir. l\1ALONEY. What I am interested in is that it would depend 
on our O"\Vll situation rather than the European situation? 

Secretary ANDERSON. That is right. 
~Ir. Jo~KMAN. Mr. Jarman is recognized for a question or two. 
11r. JARMAN. 1-fr. Secretary, referring back to Mr. Bloom's ques-

tion to you wherein he drew a distinction between supplies for food to 
prevent starvation and leather and other goods that would be manufac­
tured into products-and he felt we should be paid for the leather-is 
not the nubbin of that proposition the fact that this is a recovery pro­
gram and an indirect effort to preserve permanent peace rather than a 
relief proposition? We do not regret our part in the recovery, for. 
the world recovery, and contributions for world peace that we hope 
continues. 

ecretary ANDERSON. The decision would be one for the administra­
tive program to decide-how quickly they needed a payment, basing 
it upon the speed of recovery or factors of recovery we could look at. 
\~ e do not. extract it all at once, the total amount of food that you can 
get out of an area. In that. connection, I think if you would read orne 
of the statements Mr. Hoover made about Russia's program, of taking 
reparations out of the current food production, you will find he strongly 
d plorNl th ,jr a tion. He said, v ry correctly, they d f at ,d the 
ver r thing"' we were trying to accomplish. 

1'ir. JARMAN. You referr d, on page 12, to this 60-day wait for ap­
proval of Congres and urge that it be changed. I am not sur that 
I under tand it. 

cr tary ANDERSON. H re is what I m an: Suppose "\V hould 
find in th' n xt fc,v 've ks ther "\vas an arrangement that ,,- could 
mnkc would 1 e ndvantag ou . I 'vi h th thing "\Vould be affirmatively 
approved. vVh n y u draft a tr aty it an be subn1itted to th enat , 
and the Scnat could, if it "\vanted to, approve it that day, if it "\V re 
urg nt. If we hould find that w can nter into n gotiations with 
anot,h r group tha 'vas ati factory, I ·wi ._ h th rc "\vould b' chang s 
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that permit an immediate affirmative approval by the t\vo Foreign 
Relations Committees, Senate and Hou e, by the Appropriation 
Committee perhaps of the Senate and House, by omebody who could 
say to me at once, "Go ahead and finish it up." 

If you wait 60 days, things get cold. I am not tryinO' to take away 
full congressional approval. I said to Senator Taft, "I fully ub cribe 
to the plans in any respect being approved by Congres ." I till 
simply say when you are in a trade, I wish there \Vere orne similar 
provision that said if I could submit the matter-and, I \Vould hop , 
in executive session-to the two Foreign Relation Committe 
I mean the committees of the House and enate dealing w·ith for ign 
matters, and they might give me committee approval, and I could 
then proceed. If you want to have that checked by the Appropria­
tions Committees, fine. We want the chance to move quickly. 

Mr. JARMAN. I can understand the undesirability of that wait. 
That provision is in the bill. 

Secretary ANDERSON. I sent that in to the so-called anti-inflation 
bill. 

Mr. JARMAN. Which has become law. 
Secretary ANDERSON. That is right. I did not object to it, and I 

do not object to it now. Although if we had a chance to sec it in 
advance, we would have recommended that the provision be one to 
give a possibility of affirmative action. I am perfectly willing to have 
congressional approval, if it should be necessary, but I would so much 
rather have a right to bring it to the committee. explain it to the 
committee, and have them say, "Yes; we would like to have you do 
it," or, "No; we do not want you to go ahead." That is all I mean 
by that. 

Mrs. BoLTON. Mr. Secretary, you said in the beginning of your 
prepared statement that the farmers have a stake in the foreign 
market. 
. Secretary ANDERSON. Yes. 

Mrs. BoLTON. With this I agree. They havo been cl cply di -
turbed over the destruction of food supplic , the burning of the pota­
toes and the destruction of citru fruits at different tiine \Vhen tlwr 
arc starving people in tho world and ·wh n food co ts u.r up, I find 
them utterly unsympathetic to the reason that are giv n. 1'1H·y n. I· 
why potatoes cannot be reduced to potato flour o thn t they ·otdd h 
shipped-tho idea being that the potatoes in th' l otto1n of t.IH· hold 
rot. The reasons givNl thorn were that this \vn.s too e. ~pLn~i ve u, 

process for the amount of food value in the potn toe \vh 'll it wn 
made into broad. l\Iy women are very unsy1npathetie to t.hnt. 
They say potato flour bread is better than no bread. 'Vhat are w 
going to do about that ort of thing'? 

S cretary ANDERSON. On th question of potat 
to. give them away to the e areas. The shipn1 nt 
made at the present ti1nc are required utul r th 
based at prices virtually giving th m away. 

s \V h a v ~ ofT e r • 
' f potato'S hcin 
\.·port progrur l 

Mrs. BoLTON. It seems very reasonable to n1 that \VOnlen should 
obiect to such waste. 

Seer tary ANDERSON. o; you hav a tin1 , ... porting potatoes. 
It is not an easy thing to CA"J>lain. You hav a typ of potato that 
carries 70 or 75 percent water. 'Vhen you tart to hip thu.t abroad 
you have to decide whether it i b tter to tak th riti ·i 111 of people 
who see them destroyed or ship on1cthing of real vnlu . 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-vt,.AR RECOVERY PROGRAM 535 

11rs. BoLTON. The 30 percent ,,,.hich is not \Vater could be made 
into potato flour. 

Secretary ANDERSON. It can be, at a price well above what wheat 
flour would cost. 

1Irs. BoLTON. Exactly; but when there is no \vheat flour? 
Secretary ANDERSON. You were dealing at that time with another 

government which had very limited dollar funds, and which tried 
to get the greatest possible value out of its dollar. The foreign 
government had to decide whether it wanted potatoes or wheat. We 
did not have the authority to say they must take potatoes . 
. l\Irs. BoLTON. Also, right nearby, potatoes were difficult to get 
1n our own markets. That was anotber objection that I had from 
tb 'vomen. 

ccretary ... .\.NDERSON. They have been plentiful all over the country. 
1Ir--. BoLTON. Yes; but not distributed so they could be obtained. 
Secretary ANDERSON. I do not know. I think the marketing 

record sho\V there are potatoes available all over the country in 
plentiful supply. 

1Irs. BoLTON. Perhaps the records might not have covered all the 
areas. Am I to understand that the reason they are not being sent 
abroad i the refu al of the country there to accept them at the price; 
is that it? 

ecretary ANDERSON. First of all, we tried to make disposition of 
thern. They ·were offered to charitable institutions. The institutions 
get after awhile, all they can handle. Then we offered them for in­
du.:triaJ uses. They are offered to people who make starch, people 
who n1akc many other products. Then they are offered to livestock 
fe d rs. There is only a limited amount of the potatoes that you 
can feed direct to the livestock. Then they do not want them. When 
you have exhausted those channels, there is very little you can do 
wit.h thorn. I have furnished this total figure as against the total crop 
of 3 4,000,000 bushels; when you get down to the distribution of a 
million bushels, it is not a large figure. It looms large in a photograph. 
I r alize that. I got enough copies of that picture. Any destruction 
of potatoes in 194 7 is going to be no larger than the destruction of 
potu toe in 1937. Nobody worried about it then. Any time you 
get on of those unusual situations-the same thing happened to 
butter during the period when we were buying butter, and they printed 
pi tur ~ of son1c butter destroyed in Philadelphia. Mrs. Bolton, you 
know that butter goes ran id every day in the year, in every kitchen 
in the c untry. 

l\lr .... . BoLTON. I send it back to my grocer when it does. 
~ t\c•r tary ANDERSON. I congratulate you on that. The grocer has 

nohohy he can s ncl it back to. 
Jrs. BoL'l'ON. He will send it to you. 
ceretary ANDERSON. H sends me a copy of the picture, but it i 

a hnnl prohl m. vV c d stroyed tremendou quantities of potatoes in 
1946. "\V d troycd tr mcndous quantities of it; but out of the 1947 
crop w will have about th normal percentage of destruction or 
hrinl·nge. A certain amount of them always go out of condition. 
ur arc not available when the farmers want th m . That go right 

alon<r. We ar trying to s e they are not wasted. 
~it". BoLTON. Can you assure me that the farmer und rstand that 

t}H ~: hn Ye a take in ~ rport trad ? 
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Secretary ANDERSO. T. No; I cannot a.:.sure you, but I can as urc 
you that we have done everything ''Te can. I have been urpri ed 
how many of them understand it. You notice the regular li t of the 
American Farn1 Bureau on it every day. 
k l\1rs. BoLTON. Ohio farmers did a good job, too. 
r Secretary ANDERSON. They sa·w conditions and reported hone tly 
and favorably \vhat they saw. 

l\Irs. BoLTON. Thank you. 
Mr. LoDGE. l\1r. Secretary, the Krug and Harrim. n report both 

stress the need of fertilizer as an .. A.-1 priority. 
Secretary ANDERSON. Yes. 
Mr. LoDGE. The report stated that you ,were able to satisfy or 

to meet only about three-quarters of world requirements. In the e 
circumstances does it seem wise to you to dismantle nitrogen plants 
in Hochbau in the French zone of Germany? 

Secretary ANDERSON. You see, you have the best of me, Mr. Lodge, 
because I am not sure that I kno'v the particular plants to which you 
are referring. I do say to you in general that we have felt it extr mely 
unwise to dismantle any of these nitrogen plants. I do know that 
last summer I tried to get a situation straight n d out where one of the 
plants we were very much interested in \vould be back in production. 
It had not been our fault that that plant had gone out of production. 
We made a three-cornered deal that should have put it into production. 
We carried out our part. The British carried out their part. 

Mr. LoDGE. Where was that? 
Secretary ANDERSON. It was the old I. G. Farben plant at Hoechst, 

in the United tates zone. And its operation depended on liquid 
nitrogen that it got from a plant in the French zone at Ludwigshav n. 
We agreed that we would send additional quantities of food in the 
Ruhr to permit the British to mine additional coal, and end the 
additional coal to Ludwigshaven, and then send the liquid fr m th ~rc 
to make fertilizer .. It is that sort of horse trading that you have to do 
there. The British delivered the extra con.l, the Fr n h mad the 
extra ammonia water, and promptly shipped it in to th Fr nch. 
They have problems of th ir own, the French d . 

Mr. LoDGE. 1 ain in sympathy with the problem th Fr 11 ·h have 
faced. I have no doubt that one of the things w' mu t do und •r th 
European recovery program is to integrat the various l ·In nt in 
these matters in order to achieve what I b •liev t h a worthy 
objectiv , which is an Economic Fed ration of Europe. Obviou I. , 
we are going to ship wheat into France. Th 'Y ar going to g •t it. 
Surely we cannot take a fonnal1 tic attitucl and say, b' uu thi i in 
th French zone, we cannot make a sucrge tion a to th' di rnantlinrr. 
I am sure that the French authoritie would respond understnndin ly 
to a suggestion from us that these nitrogen plants whi ·h nr' n1ultipl 
and important at IIochbau in th Fr n h zone should not h di -
mantled. I would appr ciate it very Inu ·h if you would H' nt a 
memorandum to this con1mitt on this ubj ct b cu.u e thn.t i on of 
the things thnt Inany of the p •opl find hard to und 'r tand. u 
opinion froin you woulrl be very v lunble to us, inde d. 

Secretary ANDEHSON. I 'youl<l b v ry glnd to do that, hceau on 
of the things that we have 'vorked on us hard as any sinn·l' thing I 
can think of is that thes plant built by t.h' Ar1ny hould not be 
disinantled and t .. ed a "id . Th y should b u' d. 
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(The information is as follows:) 
In undertaking to ascertain the exact statu of plants located in the French 

zone of Germany •hich are capable of being u ed for the manufac ure of fertilizer, 
I have a~ked the Department of the Army for a tatement. upon the matter. Fol­
lowing i the information received from the Army, which I under tand i ba ed 
upon official reports received from Ol\TGU : 

"With regard to bizonal Germany, nited State /United Kingdom zones, there 
ha · been no de truction or dismantling of fertilizer plants since the ce ation of 
ho~tiJitie ~ , and destruction or di mantling is not contemplated. 

"Two plant one de igned to produce concentrated nitric acid, and the other to 
produce ynthetic fuels, are being converted to the production of nitrogenou 
fertilizer . / 

"Two new plants for the production of Rhenania phosphate have been placed 
in operation. 

"French zone production of nitrogenous fertilizer has been indicated by the 
Fr nch to be 44,000 metric ton of nitrog n p r year at the pre ~ent time. The 
French are not operating the calcium nitrate plant or the ammonium ulfate plant 
at th ppau work~. The first could be placed in operation in 6 months and the 

cond in 1 month . The combined capacity is 55,000 ton of nitrogen per year. 
Thi po ible increa e i reflected in French ;\Jarshall-plan figures. 

"'"'ovi ts have de troyed pota h mine in the . '. . R. zone, but they have 
tated in the Allied ontrol Council that. the mines de troyed were exhausted mines 

that bad been used for the underrrround production of war materials. 
" ... • o fertilizer plant ~ in Germany have or will be declared for reparations. 

ynthetic ammonia wa eta ide as a prohibited indu try. However, the Allied 
ontrol ouncil authorized production of synthetic ammonia for Germany's 

peac time requirements until uch time a export could pay for all import . 
" orne per~on have claimed that the di ' mantling of steel plants and blast 

furnace ~ capable of producing ba ic lag involves di 'mantling and destruction of 
fertilizer plants. "\V e are unable to cla ify steel plants a fertilizer plants. 

bviou I ', the need for ba ic lag cannot ju ·tify the retention of teel plants above 
the required level." 

~Ir. LoDGE. May I say to that, insofar as there might b disagr e­
m nt within the Pr sident's Cabin t, I am on your side. 

cr tary ANDERSON. Thank you v ry much. 
1Ir. LoDGE. 1'1r. ecretary, on page 6 you compare requirements to 

availabilities. That is a very interesting compari on, and the thought 
that ari es in my mind is thi : Are the e availabilities g ing to be 
ufiicient to maintain even the austerity rations which are essential in 

ord r for the e governments to survive? If the bread ration in Italy 
g down nt all, the de USJ Pri go "<•rnnl nt wil b0 in Y ' ry gr._ vo 
d nger. \V' annot hip ~ ny n1orP hm1 we l ave; but docs n t thi 
mcnn th p rhaps ' ~ should ·u d~ l onr bri i:n to find son1e o lwr 'ivuy 
of nclli1 g to tlu· rntions- p •rhaJ no th '' bread ration, but so ne oth e · 
ration. - in order to g:iv tlw e ) '0! le a diet whiC'h will prot 'e th 'S 

g y rnnwn t nnd th ·rPby pr< t •ct 1 1 1 ri ·un sc · rity. 
ecr tnry ANDERSON. Y cs; I thini~ so, and I thini~ pos ibly the 

answer con1es in two parts. I thini~ that not enough \Va done \\Tjth 
the fi hing ituation. I thinl- substa.ntiaJly greater quantiti s of fish 
c uld hns been available with ju t a little bit of the right typ of 
c opcrntiv planning. vV allowed ourselves to get into a ituati n 
wh 1 we 1ni sed son1e of that because of an nrgu1n n t ov r a f \V 

d llur in one country. I till fc 1 it might hav b en avoid d. As 
t th bread ration in Italy, I do not think that is a nniCh at tnk 
a food levels in some oth r area which have be n out of lin ' ith th 
v ry diff rent situntion in Franc and Italy . 

.. Ir. LoDGE. You n1enn thnt the Itolinns hn.v not b n abl to im­
p rt what they otherwise would hav b n abl t in1port? 
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Secretary ANDERSON. I mean that we have a higher bread ration 
in France than we have in Belgium and Italy. We have scaled some 
of those down more than we have the Italians. 

A very good crop seems to be coming on in Argentina and a greater 
export potential in Australia. We may be able to do what you have 
suggested, substantially. 

Mr. LoDGE. I am glad to hear you say that, Mr. Secretary, because, 
as the Secretary of State intimated, if we did not appropriate enough, 
we might lose the benefit of what we did appropriate. I believe that 
unless we can go this extra step of providing an adequate ration, we 
may find that the political situation in Italy ·will become very threat­
ening, indeed. It is now the most threatening spot in Europe, and I 
would be tremendously interested in some kind of a program which 
would look toward meeting that situation. Since we are making th 
great effort, let us try to make it effectively, and in the light of grim 
realities. 

I have one more question, Mr. Secretary, and that is, when I was 
in France, I found that meat was unobtainable at the controlled price. 
The only place you can buy meat in France is on the black market 
where the Government cannot tax it. Is it your opinion that price 
controls should be maintained in France on meat? 

Secretary ANDERSON. I hope you will be satisfied with this answer: 
I think you realize it would be highly improper for a member of the 
Cabinet in this country to comment on the ~tuation in France. I do 
not believe I should do it. 

Mr. LoDGE. May I ask you if, in your opinion, the Administrator 
of this program should refrain from making any comment to the 
governments of the several participating countries as to the manage­
ment of their internal affairs? 

Secretary ANDERSON. I would reply that he should not refrain. 
That he should be very vocaL 

Mr. LoDGE. It seems to me that we must be tactful, of course, but 
many Europeans have said to me: "Pl ase urge u into doing the 
right thing to achieve this economic f deration. We look to you to b 
the catalyzing agent to precipitate a proper state of affairs becau we 
are bound down by certain obsolete tradition and we r cogniz thnt.' 
You would think it quite proper for an Administrator to ·onlmPnt ou 
that? 

Secretary ANDERSON. I am sure it would be prop .r, and I an1 v ry 
sure I saw some things that a strong pointing out of what was involved 
would hav resulted in beneficial effects many month ago. 

J\1r. LoDGE. You would not say that th removal of price controls 
on meat in France would necessarily b a poor thing? 

Secretary ANDERSON. I believe I stand by my other answer, lHr. 
Lodge. I do not think it is proper form to comment on what take 
place in another country. 

1Ir. LoDGE. I thought it was an interc ting question, ~I r. , · 'l' '­
tary, because of the fact that its c1ns to In foreign a{l'air "' nnd dornr. -
tic affairs are so very much linl~cd. I wonder 'd wh •tht•r t.hi' n<hnini -
tration was going to ta] ~ th attitucl with rc fH'et to lw otlu ,. 
countries, in the matter of inflation, as the Pr sident took in hi 
message on the state of the Union regarding inflation in the United 
States. Would you ·say this· Insofar as for ign affairs arc v ry n1uch 
linked with domestic affairs, you c rtainly would approv of a non­
partisan attitude in both connections? 
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ccrctury A ... ·nER O~ ·. l~ s; I think thu t I have tried to w leo me an 
unparti an attitude in the adn1inistrtaion of this plan. 

~Ir. LonGE. I arn glad to get that opinion. 
~fr. ,J O~ ·K~IA~ '" .... ·c ther any further question ? 
~ 11r. Jo~"KMA .. •. l\Ir. Secretary, you haYe been Yer:y helpful. Thank 

3 ou for ~Tour Yaluabl tin1 . 
(\Vhereupon, at 12:30 p. m., the committee recessed, to reconvene 

at 2 p. 111.) 
AFTERNOON SESSION 

Chairman EATON. The committee will come to order. 

STATEMENT OF HON. J. A. KRUG, SECRETARY OF THE INTERIOR 
• 

ecretary KRuG. I would like to say, 1-Ir. Chairman, that I very 
much appreciate your committee accommodating its schedule to my 
time. 
T~at is a very unusual courtesy nowadays for Cabinet officers to 

recmve. 
Chairman EATON. Our committee welcomes an opportunity to 

please. -
ecretary KRuG. I might explain the documents that are before you. 

I brought along for the information of the committee a copy of the 
report I made in the enate. I have also distributed copies of the 

ational Resources and Foreign Aid Report, and copies of the hearings 
before the subcommittee of the Committee on Public Lands, inves­
tigating our national resources. 

I think those three reports will give you some helpful background 
data on the resources of the country as they relate to the foreign aid 
pro !!ram. 

If I may, I would like to read a comparatively short statement, and 
then, of course, submit myself for questioning. 

Chairman EATON. Please proceed. 
ecretary KRuG. I support the European recovery program not 

only for its fine humanitarian purposes but as a sound investment in 
world recovery and our own future well-being. 

Our r our s and facilities are ad quate to do th job; in fact, th 
.. ·port burden under the program i not likely to b a gr at as the 
n w handl d last year. . 
I think p opl ' frequ ntly forget that and look upon this a a super­

impo d burden. Th' total xport hould not be as gr at as the total 
f r la t y ar. 

Th r will be o1n difficult supply problems in a f w basic conlmod­
iti but they will diminish as the world econon1y g t into produc­
tion. Thcs are th conclusions of the R port on ational R ources 
and For ign Aid made und r my sup rvision last fall. Th y are even 
mor valid t lay. We mu t do the job because w want to a sure 
p a · and plenty for our lvc and for the world. 

n for the •nate For ign }{elations OlllDlitte last w k, I elab­
orat d 1ny r asons for supporting the Europ an rc ovcry program. 
To con erv your tim , I have mad available to the m n1b rs of the 
com1nitt e copies of that stat ment and will sununarize s rne of th 
point b fore moving on to di cuss tho e a poets of the pr gram of 
pnrti ·ulnr on cern to my D partn1 n t. 
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In brief, I made the follo·wing points: 
1. Our long-run interests lie in getting w·orld production into gear 

and in :restoring world trade i ~ order that our own industries and our 
own resources can be intelligently developed and their product 
eff ctively exchanged for those of the rest of the :vorld. 

This conclusion is based upon a recognition that our own re ource 
must be supplemented from abroad. Hecovery of Ew·opean produc­
tion is essential to restoration of multilateral trade throughout the 
world and therefore of course to our own well-being and security. 

2. With the economy of the United States operating a highe t 
peacetime levels and exceeding wartime peaks in many in tance , our 
agricultural and industrial facilities are being heavily strained and 
this itself is creating problems that must be solved. 

Obviously any program of exports ·would superimpo e an addition l 
load, but we had better begin to solve the problems created by the 
present load on the camel's back rather than attempt to label the 
final straw. Foreign aid requircmen s may augment but do not 
create our difficulties. 

3. For the most part., the problem today lies in certain ba ic world 
shortages that must be cured if the world economy is to get off dcnc.l 
center. These include wheat, fertilizer, coal, petroleum, st I, and 
certain items of equipment made of steel. 

The supply of those basic commodities must be used during the 
next few years in such a manner that they will have the greatest effect 
in solving the problem of world shortages, so that these shortage will 
not continue indefinitely. 

Energy resources: Basic to European recovery and to world de­
velopment, as well as to our own economy, are the energy resour 
coal, petroleum, and water po,ver. Europe's major en rgy sour • hn 
been coal and its productive economy is lyeyed to coal v n mor 
closely than our own. Its basic iron and st el, f rtiliz r, ch Inical, 
textile, metalworking, and transportation indu tries hav b ~ n 
crippled by coal shortages, and the lag in these industries has drag d 
down the entire economy. Without coal, European recov ry is 
impossible. 

Europ is not short of coal resourc s, any more than \:v ar . oal 
produ tion is down because coal production l p nd upon th 
productivity of the rest of the cconoiny, including foo<l, a.nd thn t, in 
turn, depends o:p. coal. 

To break this vicious circle, temporary imports of ·oal ar • s cntial. 
The European nations have set maximum coal production o-onl for 
themselves during the next 4 years and are string-ently lirniting it u . 

Th ir goals co,n be obtain d only \vith int nse and unint •rrupt 1 
effort. The r sult of that effort will be that th r quir tn nt of onl 
from the Unit d States ev n this year w·ill b b low Europ ' irnport of 
our coal in 1947, which toto,lecl40,696,000 n t ton, and will tn{Pr off 
rapidly after the winter of 1948- 49. 

European r quir n1 nt will ther for not seriou ly aJfc t our own 
roal suppli s if our industry can maintain it ·urrent hi(l'h pr duetivit . 
Th peal· rcquircn1Pnt will amount t 6. p rc nt of ou · no tl I. 
production at pr ·s \n t prod u et.ion rut ' . Durin.O' 1950- 51 , r(•q tir -
n1ents will drop to 2.5 perc nt of our 1nonthly prodnction- b 1 e<i 1 
current prod 1ction r. tcs- nnd durin(l' 1951- 52 to 0.0 pc·rcent. Th , 
the coal r:.quirements are sma.ll in t ~nn of our totnJ pr du t.ion. 'l'h 
are insignificant in terms of our a t coal rc our ·cs. 
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Petroleum is Europe's other major source of energy and must be 
supplied if European recovery is to be achieved. Together \\rith 
electric po\ver, petrol urn is rationed in practically all of the participa­
ting countries and the program assumes that consumption, except for 
the most essential uses, \\.,.ill continue to be drastically controlled. 

European air and road transport and some of its rail and water 
transportation are dependent upon petroleum. The European food 
progran1 requires motorized agriculture. For industrial and domestic 
fuel, petroleum products are essential. And lubricating oil particu­
iarl:v is vital to industrial activity. 

The current world shortage of oil must be relieved by expanding 
production and refining facilities throughout the world. The Euro­
pean recovery program is a part of this effort, particularly through 
the rehabilitation of European refineries that will make possible the 
more effective use of oil from the 1v1iddle East. 

The sources of oil for European requirements cannot be predicted 
for the entire period, but with the rehabilitation of European facilities 
the great bulk will come from the 11iddle East and Caribbean. 

One point on our own exports should be emphasized: Not one drop 
of oil or oil products will be supplied by the United States which will 
not be more than offset by our own imports of petroleum. 

During the early part of the recovery period, exports to Europe 
from the United States are not expected to exceed 150,000 barrels a 
day, or 2 to 3 percent of our available supply. This is less than the 
average of about 175,000 barrels daily exported to Europe in 1947. 

Ioreover, they will drop off to an average of 50,000 barrels per day 
at the enrl of the program, which is less than 1 percent of our 
production. 

In 1948, our imports are expected to exceed our exports by at least 
24,000,000 barrels, and domestic production is expected to be in­
creased by 95,000,000 barrels. 

Th present shortages of petroleum here at home are due, not to 
curr . nt exports, but to an unprecedented and still increasing domestic 
demand resulting from our peak industrial and business activity. 
Our per capita consumption today is more than 608 gallons as com­
par d with 367 gallons in 1941. A fantastic increase. 

A total incr ase in United States consumption of 115,000,000 bar- · 
r 1 i xpected in 1948. To be sure, continued exports to Europe 
nd oth r traditional areas of export of American petroleum products 

will ngO'ravate our own shortages but the world is dependent upon our 
highly r fined petroleum products. 

'Ih availability of export controls in this country will assure a con­
tinuinO' opportunity to appraise the relative need for American oil 

.. ·port and to reduce them at any time it appears that they are being 
u d for noncssent1al purposes. 

In this onnection, I shall continue to call upon the National 
P rol •un1 Counc.il, which is m eting here today, ·which consists of 
r pr sentatives of the oil industry and has been advi ing me on 
p tr l urn matt rs. 

'l'hi group 'vill be of great value in aiding the Departinent of the 
In rior in rneeting its r sponsibilitics of assisting the Adrninistrator 
of th li.Juropean recovery program 'vith technical advice on produc­
ti n and distribution problen1s that arise in the participating coun­
tri fi'Hl on the . bility of our domestic economy and production to 
me t the demands of the program. 
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In order to protect our own petroleum consumers against continuing 
and possibly more aggravated, domestic oil shortages and to do o~ 
part in supplying necessary products to Europe, we must take every 
step to increase oil supplies here and abroad and to curtail the non­
essential uses of oil. This will require the cooperation of the Govern­
ment, industry, and the public. 

Future of American energy sources: In addition to action to break 
supply bottlenecks and effect curtailment of consumption, we must go 
forward with intelligent and intensive programs to develop additional 
sources of energy for our expanding production and our future highet 
levels of living. 

We cannot maintain our current levels of consumption-quite a ide 
from any foreign rehabilitation program-unless we accelerate pro­
grams to conserve and develop our own natural resources for energy 
production. Today's advanced techniques in the transformation of 
energy forms permit the ready substitution of one form of energy for 
another; for example, hydroelectric power for coal or oil. 

The availability of all forms of energy sources will to an increasing 
degree in the future, constitute a primary index of the industrial pro­
duction and the standard of living of a country such as ours. 

The petroleum situation, which I have outlined to you, bring home 
the clear lesson that we must consider this problem together with our 
coal and water-po·wer resources. 

We should continue the development of our water power potential­
ities in order that the kilowatts thus generated take their rightful 
proportion of the load impos d by our increased power requirements. 

The development of the Federal water-conservation project now 
under construction or authorized by the Congress will pr vent from 
wasting down the river annually, coal, oil, and other natural re ources 
equivalent to 50,000,000 barrels of oil. 

Such hydroelectric development carri with it appreciable benefits 
in flood control, navigation, and irrigation, which in turn have a 
direct effect upon food production and the fertility of our land . 

Even the most sanguine proponent of water-pow r con crvation 
would not upport that this alone will meet our increa ing fu l nc d . 
We must develop programs for the increased exploration and produc­
tion of natural crudes and for furthering the po ibiliti f • ynth tic 
liquid fuels. 

But the development of the e fuels cannot be ace mpli hcd over­
night and for that very reason we should xpand our r ear ·h and 
investigations in these technologies. 

We already have under way xperim .ntal proj ct for th produc­
tion of synthetic liquid fuels from natural ga , bituminou c al, licrnite, 
and oil shale. 

About 20 percent of the total coal reserv in th United tates 
are in the form of lignite. 

These lignite deposits would hav a conver ion value to ynthetic 
liquid fuels of approximately 500 billion barrels, or about 25 time the 
present proved petroleum re erves of the United tates. Our oil 
shale reserves are e timated as capable of yielding over 90 billion 
barrels of crude oil, or about five tim our proved petroleum re erves. 

Experimental work is also being undertaken by ombined oil and 
coal industrial interests for the gasification of bituminou coal and the 
manufacture of synthetic liquid fuels. Th so program of both in-
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dustry and Government add up to efforts to effect a long-term solu­
tion to our energy problem. They must be expanded. 

I have elaborated upon the energy problems because they are crucial 
to the European recovery program and to our own future and because 
they fell into the area where the Department of the Interior will be 
concerned, not only in giving technical assistance in the administra­
tion of the program, but also in guiding the development of long­
range mea ures to increase our supplies. In this connection, I am 
appointing a ational Coal Advisory Council, as a counterpart of the 
Petroleum Council I have mentioned, to provide advice from industry 
on these rna t ters. 

We also have a 11inerals Council which works in the minerals field. 
'V e must also consider the mineral base of our industrial economy. 
The problem of these nonrenewable assets of iron, copper, lead, 

zinc, and the other materials basic to our civilization convinces me 
that we must play a double-header today if ·we are to remain in the 
running tomorrow. 

'Ve n1ust fir t stimulate search for new mineral deposits through the 
us~ of modern ore-finding techniques. 11eans must also be found for 
the more economic utilization of low-grade ores. We must then make 
every effort along the lines of the European recovery program to create 
a world in \Vhich we will have access to materials elsewhere, and we 
should encourage their development. 

"e hould not attempt to rely either upon domestic or foreign 
ourc of ra\v materials alone, but should assure ourselves that both 

are a vail able to us. 
Our industrial economy has everything to gain by accenting greater 

production. I agree with Mr. Baruch that an "all-out production 
drive here and in the rest of the world" is needed at this time. I do 
not fear overproduction because a needy world will b gr edy for our 
products. In no other field is this clearer than in that of min rals. 
Our own need for min ral raw materials is unsatisfied by current world 
protluction. For this reason, I will outline our current production and 
rt'S •rve positions. 

o other gr at po\ver within its home borders has so far been able 
to n1atch the self-sufficiency in minerals that we have enjoyed for 
(rl•ncra tion . 

At the arne time, we hav been extracting our minerals at a far 
gn•atcr rat than any other nation, and since mineral depo its arc 
irrC'pla cable, we n1ust face the fact that we will be confront d with 
the pr blen1 of maintaining our economy with a declining supply of 
rnw Inaterials available at home. 
A~ n matter of fact, during th last war we were hard-pressed to 

Ill<'l't n•quir mont and wer forced to go abroad for s veral min ral 
whi ·h w fonnerly n v r needed to import. 

\Vith n, view to sum1narizing the availabl information on this point, 
the Bur 'H.U of Mine and tho Geological Survey undertook a study of 
tht~ Nation', Inincrn.l reserves at tho close of th war. 

The results of thi study recently wore published a an appendix to 
th' h 'U.ring" b fore a ubcommittoe of tho Senate Committ on 
Public Land and I mn Inaking copies of it available to you. 

Th report how that since 1870 the y arly value of pr cluction of 
mineral incr 'a ed fro1n about 200 million dollar to 12.4 billion dol­
lion dollar , a sixtyfold increase. Th physical volun1 of production 

6!.)082-48--35 
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was greater in 1947 than in any other year in our history. The end 
of this upward trend in the demand for mineral raw materials is not 
in sight. 

To meet these requirements, we must develop a dynamic program 
of exploration and research that will continually bring into production 
new resources to replace those that we exhaust. We mu t also look 
to world sources. 

We already are dependent on foreign sources of supply for substan­
tial proportions of many important in Ius trial minerals. The minerals 
in which we have been able to maintain a large measure of self-suffi­
ciency in the past, fortunately include coal and iron ore, the two min­
erals most fundamental to the majntenance of our industrial machine. 

But the report shows that we have imported in varying proportion 
minerals that are extremely important such as lead, bauxite, tungsten, 
manganese, nickel, chromite, and tin. 

While in some recent years we have been able to improve our posi­
tion in a few commodities, notably nitrates, mercury and potash, our 
greatly increased demand has exceeded our ability to produce, and 
our self-sufficiency in copper, zinc, lead, and other minerals has de­
clined materially. ' 

We shall continue, as in the past, to rely on foreign sources for tho e 
minerals that cannot be produced in adequate quantities within our 
own borders. The European recovery program will make a major 
contribution in this direction. Economic recovery abroad will 
stimulate the production of raw materials which in time will facilitate 
importation into the United States of minerals that are in short 
supply. 

In summary, I repeat my endorsement of the Europ an recovery 
program for world recovery and world p ace. It is ssential to our 
own continued productivity and pro perity. 

I believe that tl:te underdeveloped ar as of th world includina 
those in our own country must be brought into production qui kly 
and effectively. 

I am not afraid of overproduction. I beli ve that we can do the 
job because we have demonstrated that we can do those thing that 
we set out to do. 

That, Mr. Chairman, is my formal statement. 
Chairman EATON. Thank you very much, Mr. I am 

sorry that a vote is being call d downstairs. 
You lay great emphasis on the petroleum situation. ·what ground 

have you for being sure that in this 4-year period the ne · sity for 
exports from this country will diminish? 

Secretary !{RuG. W ll, Nlr. hairnun1, we cannot b(\ c('rtnin of 
that. The c nclusion i based on reha bilitn ting th Europ 'Hll r '­
fineries and constructing soine ll(\W one and getting n Tnd ' sour'<, 
from the l\fiddle East, ancl fr n1 outh An1 'ri ·a. 

I think you \\ill be int rested in the charts n ttn ·ht'd IH'n' which 
show that. So that if during this JWriod, iH', foi· nny r 'Hson ur 
blocked out of nny f tho. il-produ<'ing an'ns, tlwn th e. ·port8 from 
this c untry would have t ·ontinlH' ~ t n, higlwr lc'Y<'l. '!'hi, show 
the grndunl reduction in our har' f Euro )CLll requircnwnts, us he 
!\liddlc Ea t rxpnnds it produ ·tion. 

hairman EATON. Of eourst', that dt'P 'llds upon th fre<'dom of 
11iddle East producti n frmn out ide control. 
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Secretary !(RuG. Yes, indeed. 
Chairman EATON. I am turning you over to 11rs. Bolton. You 

will excuse me. 
(At this point, Chairman Eaton left the meeting and 11rs. Bolton 

presided.) 
ecretury I(RuG. Thank you. 

11rs. BoLTON. I am sorry to have missed the reading of your state­
ment. I am particularly interested in what I judge was your state­
Inent in the matter of the crude coming from the ... fiddle East, the 
starting of r fineries elsewhere to refine such crude oils. Will not the 
cutting of the Aramco pipe line, which I understand has been done in 
t\VO places in the last week, have quite a major impact on the plan? 

ecretary !(RuG. I do not think that in itself would. If the un­
ettlement~in the 1-fiddle East is to continue for any time it will have 

a direct bearing. 
11rs. BoLTON. It is an expectation of what may continue? 
Secretary l{RuG. I hope not. I would not want to see the Middle 

Ea t cut out of its function of providing the world supply for a con­
tinuing period of time. 

1\fr. BoLTON. Am I right in thinking that this whole plan of Euro­
pean Recovery counts very largely on the Near East and the Middle 
Ea t oil supply? 

ecretary KRuG. It is planned that way at the present time. 
However, if necessary, we could make up the difference from other 
ource . I hope \Ve do not have to do that. 

1\lrs. BoLTON. What other sources? 
ecretary !{RuG. We have to expand our own production. We 

hn Ye to curtail some of our uses. 
11rs. BoLTON. We are supposed to have a limited amount of crude 

in re erve. Then we will be drawing on those reserves, will we not? 
cretary KRuG. Yes. 

1\lr . BoLTON. Then what happens to us? 
~ ecretary KRuG. It will bring the day sooner when we will have to 

r ly on coal, lignite, and shale for our liquid fuels. In my formal 
statement I tried to outline steps in that program which I feel are 
e · cntial anyway, if we are going to take care of our own future, 
whether or not we have this foreign-aid p csram. 

1fr·. BoLTON. I am glad you feel that way. But the possibility of 
th"' n w h misphere, as I understand it will supply the new hemisphere 

V<'r a long period but it cannot supply the world. 
ecretary l{RuG. Yes. There are tremendous resources in the 

ha ~ tern Hemisphere. If they were properly utilized they would take 
arc of all the requi,ements of the Eastern Hemisphere for a long 

time to con1e. In the Western Hemisphere our demands arc so high 
~lw t I am fearful unless we develop synthetic fuels we will exhaust 
our p troleum. 

~I r . BoLTO . Am I right in thinl{ing that in the last war we took 
top-<rradc octane? 

Tetary l{uuG. We made the very best we could. 
1 Ir ... . BoLTO . Then in the development of jet propul ion of all 

ods and kinds, \Ve do not take the top. We take som thing a little 
lower down. 

'' Tctary l{uuG. That is right. 
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11rs. BoLTON. That is the kind of fuel that i important to the 
civilian population? 

Secretary l(RuG. But when you start out ·with crude you can come 
out with any finished product you need. 

11rs. BoLTON. Exactly. But you \vould have to have octane. "\Ve 
have not gone beyond the need of that, have we? 

ecretary KRuG. We will need both. 
l\Irs. BoLTON. In increasingly large quantities? 
Secretary l{RuG. Yes. 
~Irs. BoLTON. Because \Ve are going off coal in a great many place . 

Diesel engine are being u ed increa ingly in our tran port" tion y~­
tems. Will we not run into the po ible danger of being held up in 
our transportation? 

Secretary KRuG. I do not believe so, if W'e promptly take the t p 
\Ve should be taking to prepare a future. "\\' e cannot do the e things 
overnight. 

I think it will take about 10 years to get into sub tantial production 
of synthetic liquid fuels. o if \Ve are going to need ynthetic liquid 
fuels 10 years from now \Ve have to start right no\v. 

Mrs. BoLTON. You feel s cure in the situation in the Near Ea t 
today? 

Secretary KRuG. I do not. 
Mrs. BoLTON. Then would you be very reluctant to rely upon that 

if you \vere this committee, sitting around this table trying to work 
out a recovery program for Europe with th in ecurity to very lif at 
the moment? Would you feel that we \vould be \vise to plan either 
a different tempo of recovery or an entir ly cliff rent field fron1 which 
to draw for fuel? 

Secretary KRuG. Well, I think we must plan th Europ an r cov ry 
with the best information \Ve have available now. vVe hould hn,vc in 
it the flexibility for meeting what ,,r might ncount r during the 
course of it. 

One of the uncertainties is th 1tiiddl Ea t oil. If for any r a on 
we cannot make that available forth oil refincric in Europ ~; th ·n we 
\Vill have to find some other system. I think \VC certainly can do it 
either \vay. 

Needless to say, if you have uncertainty in th l\Iid ll Ea.._ t for any 
ext nded period it i going tor fleet again t th ERP. It i bu. •d n 
trying to get th se countri at p ac and at w rk. 

l\1rs. BoLTON. In the South Ameri an untrie , ar) th y in ·lin d 
at this moment to give cone s ions to American firm ? 

Secretary !{RuG. Yes; I think they arc. Th diffi ·ulty at the 
moment is that any development in outh America requir s Anwrican 
ste l. Right now we do not hav enough teel for our own .~pan ion. 
It is very difficult to get any steel f r d vclopn1ent worl~ in outh 
American countries. 
· l\1rs. BoLTON. Also of c ur th pip lin '? 

cr tary l(RuG. Y s, pipe lin ; il- untry g d and r fin riP . 
Mr . BoLTON. If th s ·urity ituation i uch in the car ha t 

that the pip lin s annot b c ntinurd ther do you think th re 
would b any way f reiinporting th pipe r bringing it t th e pia 
where it 1night b of u to th we t rn w rld ·. 

ecretary l{Ru T. Y ; I think i1. w uld b(' p ibl . A pip<' line 
alone, however, would not be parti 'Ularly h :.lpful in th • problcn1 in 

outh Ameri a. 
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.:\Irs. BoLTON. It n1ight be for us? 
ccretary KR G. It might be in this country. 

nfrs. BoLTON. We are short, are we not? 
ecretary 1\.::RuG. Yes; we are short of pipe lines, too. If we are 

not u ing it there ,~le certainly should be using it at home. 
One of my colleagues points out that there is a \Vater route to the 

i\liddle East. You can get it with tankers. 
~ir . BoLTON. I understand that. If we only had T-2's, those 

would cost us about $450,000 to build, and there is not the steel to 
build them with. If we had those making round trips, it would be 
nice, would it not? 

ecretary KRuG. The Navy Department advised me that they esti­
nwte the cost of a T-2 tanker to be approximately 4~ million dollars 
on a basis of current labor, material, and construction costs. 

The tankers would require a lot more steel and a lot more material 
than the pipe line. I hope we can get the pipe line. 

~Ir~. BoLT04 T. Do you kno\v \vhat the time \vould be for building 
tho~ . even if we could get priorities on them? 

Pcretary KRUG. I would ay it \Vould take a year. 
i\Ir·. BoLTOX. That \Vould mean no strikes, sufficient steel, and 

plenty of labor. 
cretary KRuG. You would have to divert the steel from some­

thing el e. 
~I1·s. BoLTON. That \vould be another matter that would need 

control? 
ecretary KRuG. Yes. I do not think you should venture to build 

them without the steel. 
~1r". BoLTON. So it would be difficult. 

ecretary KRuG. It would be difficult to substitute tankers for pipe 
lines. 

i\h·~. BoLTON. And we do not have enough of the tanl~ers . 
. rcrctary KRuG. That is right. 
~lr . BoLTON. I think I have u eel up my 5 minute . 
~Jr. ,Javit , you are next on the li t . 
.. Ir. ,JAVIT . ::\fr. Secretary, as I read your chart, is it not a fa t 

that today the ERP will g t its oil largely from the Caribbean ar a? 
Spc·r •tary 1\.::RuG. o. You s e, from the chart with the eircl 

nit, at the present time the c nter circle indicates the ituation a of 
tc clay. In th segment or "pic e of pie" at the top it how th 
' 'st<·rn H •mi ph re other than the Unite l States is a little larg •r, 
hnving 4.3 percent, or 17.3 n1illion metric tons. The United tate is 
n million metric tons. Th 1t1iclcll E.. t, .6. 

~lr. ,JAVIT . In other word , fro1n now until the proj ·t d period 
of 1051, th ERP will get 50 per cnt of it oil from the Caribbean, 
ro11ghl:v·, and about 25 p rcent from the United tate , and only the 
n mnining 25 p •rccnt from the ~1iclclle East? 

Spc·retary }(RUG. That i right. That i the way it . tart out. 
Tow, it would b P.·p ct •cl during this pPriod you woul(l o-raclnally 
hift OYer m '; at th end of it the l\1idcll Ea t \vould b' ·arryino­

mo t of th load. 
l\Ir. ,JA vrT . Then toward the nd the l\1iclcll East n s rvc , it is 

a unwd, will b Inore l vclop d than our ? 
~ <'<T ·tnry 1\.::RuG. Y . It require two thing : d vel prn nt of th 

~Iiddl • Ea t pip line and ' n tructi n f n•fincrips in tho c ·ountrics. 
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Mr. J A VITS. Now, as far as the Middle East is concerned, for their 
future development, Mr. Secretary, do you believe that the Middle 
Eastern countries concerned are interested in having their oil resources 
developed? 

Secretary KRuG. Yes; they are. They would stand to gain very 
materially in having them developed. 

Mr. JAVITS. Do you consider it very essential to their own economies 
that their oil resources be developed? 

Secretary KRuG. Yes, without a doubt, their oil resources, their oil 
reserves are their most dominant natural reserves. 

Mr. JAVITS. Do you lmow how much of the annual government 
expenditure budget of Saudi Arabia comes out of the royalties that 
Saudi Arabia gets for oil? 

Secretary KRuG. I do not have that figure but I would imagine it 
to be a very high percentage. 

Mr. JAviTS. Would you give us that figure? 
Secretary KRuG. It is 90 percent. 
Mr. JAVITS. What is the same figure for Iraq? 
Secretary KRuG. I would have to get that figure. 
(The information is as follows:) 

The Near Eastern Affairs Desk of the Department of State e timate that the 
following percentages of the total revenues of the countrie. as noted are derived 
from the development of their oil re. ource : Iraq, 19 percent; Iran, 12 percent; 
Suria 0, Saudi Arahja, 75 percent. 

Mr. JAVITS. If you would be good enough to do that; also the same 
figure for Iran and for Syria. But for Saudi Arabia you say it is 90 
percent? 

SeC'retary KRuG. Yes, sir. 
Mr. JAVITS. If you have no opinion on this, feel free to say so, 

but do you believe that at this tim it is at least as important for the 
United States to endeavor to sustain the UN d cision with resp ct to 
Palestine as it is to make available Middle Eastern oil production? 
I am speaking of this time, right now. 

Secretary KRuG. I am afraid that is a question that my opinion 
would be pretty much worthless on. 

Mr. JAVITS. But you will produce for us these figur s on th other 
things? 

Secretary KRuG. Yes, indeed. 
Mrs. BoLTON. Mr. Richards. 
Mr. RicHARDS. Mr. Secretary, you mentioned two or three times 

in your very admirable statement just now that you ·were not afraid 
of overproduction in this country. I imagine you predicated that 
upon the theory that European buying power ~s going to be us­
tained? 

Secretary l{nuG. I predicated it on the assumption w ur gomg 
to get the world back at work again. 

Mr. RICHARDS. And they ould buy our mat rial ? 
, ccrctary J{nua. That is right; orne of it. 
Mr. RICHARDS. They cannot buy our materials unles they too are 

able to produce. They cannot get dollar exchange without having 
something to sell to us. 

ecrctary I{nua. Eith r dir ctly or through some oth r country. 
Mr. RICHARDS. Th n you develop d th id a, I thought vrry 

strongly, that if our people are going to be provided with jobs a sound 
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economy in Europe must here in the United States be a part of the 
picture. 

You also mentioned shortages in this country of certain raw mate­
rials. 

Secretary KRuG. Yes. 
Mr. RicHARDS. I believe you mentioned zinc, chromite, manganese, 

and tin-or did you mention tin? 
Secretary KRuG. Yes; we have to import all of our tin. 
Jvir. RICHARDS. Where are we getting most of our replacements in 

those articles? 
Secretary KRuG. They come from various countries of the world. 

Of course the tin comes mostly from the Dutch East Indies and from 
Java, including Malaya. 

We get various materials from South America. We get copper, 
of course, in very large quantities from Chile. We get substantial 
quantities of material from Africa. 

Unfortunately, with the world production so low, these materials 
are short for everybody. These is a tremendous competition in the 
world markets for the materials in short supply. Before the war I 
think 1\'"e considered about 5 materials as critical; now there are over 
50. By that I mean that they are materials that you cannot meet all 
your requirements with. 

.. In tin the demands of the military stock pile have gone unsatisfied 
because we have not been able to buy enough tin to take care of in­
dustrial uses. 

11r. RICHARDS. What about chromite? Where do we get most of 
our chromite from now? That is a very essential material in steel 
production. 

Secretary KRUG. We will leave this copy with you. 
I \vill recite some of the figures. 
Copper: The principal place is Mexico, Canada, Rhodesia, and 

Peru. 
Cordage fibers: Panama, Philippines, and the Netherlands East 

Indies. 
I will skip to some of the better-known ones. 
Nickel. Some comes from Canada, a little from Cuba. 
\Ve have some--
~:Ir. RICHARDS. Do you have those figures on chromite handy? 

ecrctary KRuG. Yes; we will find it for you. 
nfr. RICHARDS. I want particularly the figure on how much 

chromitr we import from Russia. 
Arc th e short, critical materials you mentioned produced to any 

d gr e in the 16-country area in Europe? 
ecr tary l{uuG. Not in quantities that could be exported. They 

will ne cl practically all of their raw materials for their own industry 
and will have to import some on top of that. So if we are going to 
bol t 'r our position it w-ill have to come from other countries. 

That is \vhy I ay we need the restoration of world trade, the 
European countries sending equipment and lmow-how and South 
An1 rica and Africa, China, India providing raw materials. 

\V c have the sources but not the quantities of chron1e. If you 
want the quantities you will have to wait. 

11r. RrcHARDS. If you will put that in the record, it \vill be all right. 
ecrctary I{RUG. V cr.Y well. 
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(The information is as follows:) 

The quantitie of chromite imported into the United tate from all ource for 
the years 1944, 1945, 1946, and the first 11 month of 1947 were a follow ·: 

Chromite imported into the United States 

[In short tons] 

Country 1944 1945 1946 11 months, 
1947 

Cuba __________________________________________________ 349, 059 297, 20 204, 2fi 
21,007 

131, 559 
1 • 396 New Caledonia 1__ _ ___ ______ _ __ _ _ _ _ _ ___ ___ _ _ _ _ __ ____ _ _ _ 'S4, 492 34, 391 

Philippines, Republic oL --~--------------------------- ------------ ---------- - 30. 46.'i I 
32,912 

175,515 
Hi, 430 
5 ,474 
39,149 

Sierra Leone 2_ __ _ ___ _ _ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ __ _ __ _ _ _ _ _ 6, 397 
Southern Rhodesia_____________________________________ 1 7, 7 1 221, 55 1 99,557 
Turkey ________________________________________________ 9 , 777 iO, 45 9,015 

2.35,340 
9 ,952 
25, 75 

Union of outh Africa__________________________________ 40, 376 110, 415 • 204,092 
217,497 
27,846 U.S. S. R --------------------------------------------- 112,315 166,142 

Other countries________________________________________ 25, 590 6. 900 . 
Total -------------- --------- --------------------- 84 ,390 914, 765 

I French Pacific islands. 
2 British West Africa. 

With further reference to your inquiry a to th principal foreign ·ourc' · of 
supply of major strategic materials imported by the "Cnited tat . , I should like 
to ubmit for the record a li ting of the better known mineral· and th ource 
of upply for each of these minerals. 

Principal foreign sources of supply of the major strategic minerals that are listed for 
stock-pile procuren1,ent by the U. S. Government 

Materi!ll 

Antimony ________ _ 
Asbestos _________ _ 

Source 

t:exico, Bolivia, Peru, hina. 
outhern Rhod sia, Union of 

outh Africa. 
Bauxite _----------
Chromite _______ _ 

urinam, Netherlands Indies. , 
Union of South Africa, US R, 

Philippine Islands, Cuba. 
Cobalt_ ___________ Belgian ongo, French Mo-

rocco, Northern Rhodesia. 
Copper ____________ Chil , .Mexico, Peru, anada. 
Diamonds _________ Belgian ongo, nion of South 

I Africa, Oold Coast. 
Graphite_________ C ylon, Maclaga car. 
Lead______________ 1e:xico, ana<la, N wfowld­

land, Australia, Peru. 
J\rlanganese ore ____ India, . S. S. R., Union of 

• _ outh Africa. 
l\I rcury __________ 1exico, Italy, Spain. 

I II 

Material 

l\1ica _____________ _ 

Monazite ________ _ 
KickPL __________ _ 
Platinum __ -------
Quartz crystals __ _ 
Talc, steatite _____ _ 
'fantalite. ________ _ 

'l'in ----------- -" 
Tungsten ________ _ 

V·madium. ______ _ 
Zinc ______________ _ 

Mr. RICHARDS. Do y u think that production 
mat rials could be d v lop d to th point wh r 
th needs of Europ and that ar a? 

ource 

Iwlia, Brazil, !\f ad11g car, 
Argent ina. 

Inclia, Bmzil. 
anada, ~ Tl'W aiPdonia. 
unacla, olom bia, . . . R. 

Brazil. 
India, Italy. 
Belgian ongo, Brazil, outh 

Rho le·ia, Australia. 
Bolivia, • • et herlawl Ell t In· 

dies, British Malay , hinu. 
'hina, Bolivia, Bmzil, .\r· 
gent ina, Burmn. 

PPru. 
l\h•xico, 'unada, I'Pru, Bo· 

Iivia, Au trulia . 

f any f th s ~h rt 
th y are urplu to 

retary KRuG. I d ubt v •ry n1u ·h wh tlwr y u uld 'n.ft>ly tnke 
raw mat rial ut of th Eur p •an untri --, with the populntion 
they hav an l the kind f indu try th 'Y n1u t lutv' to . upport, thnt 
population. I think they \villn eel th •ir wn rn.w nutt ·rinl '. 

lr. RI HARD . If it lev l p that produ ·tion CfUl b • d •veloped 
bey n l dom "ii · n' cl and ordinary e n11n r ·inl tran n.etion , do y u 
think that thos thing hould b itu·n l ov r t us in part pnyn1 nt 
for this aid? 

retary l(RuG. Y I agnw wit.h whnt l\1r. Burn ·h snid the 
oth r day- that w ought to ff r t buy raw nutt •rials of l'Vl'l'Y 

d ription w ne d, not r •quircd in the ·ountri<·s f their origination. 
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On the other hand, we want to protect our domestic mining industry. 
V\1 c cannot afford to ruin it. We need a careful balance between what 
we import and what we produce at home. 

~lr. RICHARDS. You do not think any of the money provided here 
should be used as part of the purchase price for any of those materials? 

ecretary KRuG. I doubt very much if any of thes particular 
countrie will b able to return part of this money in raw materials. 

11r. RICHARDS. Take Great Britain. Of course Great Britain 
has no tin in the United Kingdom, but they do have in their so-called 
Empire. 

"ecretary KRuG. That is what I referred to before. While we 
cannot get it from those countries, there are other countries in which 
tho e countries have an interest. We do have probabilities there. 

11r. RICHARDS. You agree that in these negotiations we should 
keep constantly in mind the needs of the United States along that 
line and get what we can for this country? 

Secretary KRuG. Yes, indeed. I think that will be one of the 
great contributions of the recovery program to our own economy. 
It will put us in a position to get the raw materials we need for an 
expanding economy. · 

~lr. RICHARDS. What do vou think about the method of adminis­
tru tion of this European recovery program? 

ecr tary l{RuG. I think there has been a t mpest over the question. 
11y own fe lings are that if you are the right man for the job you 
do not not have to worry too much about these organization charts. 
\Vhen ver I find somebody paying too much attention to his lines 
of juri diction I find he usually is not doing a good job. I think if 
the President, with the approval of Congress, finds the right man for 
that job he will do a good job and will work out the questions that 
seem perplexing at the moment as to his relations with the tate 
and other Governm nt departments ·which must necessarily have 
an interest in this program. 

~lr. RICHARDS. What would you thinl~ about a plan that envi ages 
the Pre idcnt or the Secretary of State citing the foreign policy course 
in thi thing and then have a clear line of demarcation and a corpora­
tion to administer th law? 

~ e rctary I{R G. We need a business management of this program, 
and I do not think th bu ine s management will have any trouble 
following the foreign policy laid down by Secretary Marshall. 

I had expcrienc with that in many years of the war, and the rela­
tion in ih se programs w r far mor complex than they are in this 
on'. Yve had very little trouble working it out. 

1fr. RICHARD . If \VC cannot work it out it is just a weakno of the 
clemoeratie form of government ancl not the act itself? 

~ 'cerc'tary l{nuG. Yes. In our Government you annot put any 
one n1nn in any position where he ha complct) authority to do what 
lw wnnt to do. It i too omplex. You have to work \vith other 
men a~ a tc.'am. 

~Ir. RI HARDS. As a matter of fact, an absolute dictator hip, from 
tlw stnndp int of pffi('ICncy of opc.'ration, might be better? 

~ rerdary KnuG. I doubt it myself. 
?\fr. Rr HARDS. I am inclined to agroo with you. 
:-:-\('C'l'dary l{nuG. You know they used to say earlier in th war 

tlwt. if WC' had a dictator hip we would do a better j b. I do not 
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think experience demonstrated that and those of us who knew about 
Germany frankly admitted that we could do a better job of mobilizing 
for the war than they did and certainly better than the Russians. 

l\1r. RICHARDS. Maybe we did not do a better job immediately, but 
in the long haul the democratic institutions did a better job. 

Secretary KRUG. There is not the slightest question in my mind, 
either for the long haul or for any of the short-time jobs. 

Mr. RICHARDS. Thank you, Mr. Secretary. That is all, 11r. Chair-
man. 

Mr. VoRYS. I have no questions at this time. 
Mr. JoNKMAN. Mr. Jarman, do you have any questions? 
Mr. JARMAN. I am sorry, Mr. Secretary, that we have been inter­

rupted, as I am sure my colleagues are. You have been interrupted 
by a roll call. That is part of the democratic system, even though 
it does disturb us. 

I have one question. Although you feel that it naturally behooves 
us to look out for our interest about these strategic materials-that 
is, watch out and get them wherever we can-I take it, if I under­
stood you correctly, that you do not feel that we should tie down in 
this bill, as a part of the payment for the $6,800,000,000, a provision 
to require the countries to return strategic materials to us gratis as 
part payment for this. 

Secretary KRuG. I do not think we should tie it down that way. 
I think the Administrator should be instructed to make whatever ar­
rangements he can to get raw materials into this country and repay­
ment as soon as possible for the amounts expended. 

But if you are to tie this down to any current exchange of raw ma­
terials for money you ruin the entire program because the program is 
based on the best utilization of their resources that th y have been 
able to work out and that our exports so far have been able to con­
tribute to. If we take out of their economy some additional amounts 
we will just have to put in more money. 

Mr. JARMAN. That is right. Those materials are already figured? 
Secretary KRuG. They are already counted once. 
Mr. JARMAN. We would just be taking money out of one pocket and 

putting it in the other. 
Secretary KRuG. Yes. Of course, 10, 20, 30 years fron1 now, if 

we get these economies working again, then we will be in a po ition to 
get raw materials from various countries in Africa, South An1 rica, 
and the East; and I am sure tha~ we will get paid many time ju t for 
having the opportunity to reestablish world trad and r pl ni h our 
supply, the materials we need, to support our tandard of living. 

Mr. JARMAN. I could not more thoroughly agree with you. But to 
make it clear I know you would not want to stipulate in thi legi lation 
anything about 20 or 30 years. 

Seer tary KnuG. No, ir; I would not \vant to put anything liko 
that in because we might again put th burden in the wrong plac and 
break them down rather than put th m bacl~ on th ir feet. 

Mr. JARMAN. And ere ate a situation similar to the on we are 
trying to g t them out of? 

Secretary KnuG. Yes. 
Mr. JARMAN. Thank you very much. 
Mr. JoNKMAN. Mr. Lodg is recogniz d until the nng1ng of the 

next bell, or thereabouts. 
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~fr. LoDGE. I do not believe I will have time to ask many questions 
of the Secretary. 

1fr. Secretary, in connection with the last point brought out by 
the gentleman from Alabama, I understood you to tell Mr. Richards 
that there were not many strategic materials which could be imported 
from the 16 nations which participated in this program. 

ecretary KRUG. That is from those countries in Europe. 
1ir. LoDGE. \Vould that include their colonies? 

ecretary KRuG. No. Their colonies do have materials which, 
with the right development, will give us the source for material supply. 

1ir. LoDGE. vVould you see any objection to writing into this legis­
lation a provision which would provide that at a time when there were 
no dollar deficits in any of these countries, or in the country which 
happened to be involved, strategic materials would be turned over to 
the United States in part repayment of some of the funds turned over 
under this program? 

ecretary KRuG. I would not want to see it made that inflexible. 
I think the Administrator should make the best business d al he can 
for this country, but I would not want him put in a strait-jacket so 
thu t he might be forced to do something which added an economic 
burden that one of these countries could not stand. 

1fr. LoDGE. There is nothing magic or sacred, is there, in the 
amount which it is now proposed to be required as strategic materials 
from the 16 countries? 

Secretary KRuG. No, sir. And you would not know until you 
move along and find out how their production steps up, what they 
need in their own economy and what they have left over. 

1fr. LoDGE. Now, Mr. Secretary, with respect to oil, which, of 
course, is the most strategic rna terial of all, since we are providing 
roughly two-thirds of the oil and since we produce roughly one-third; 
i that reasonably accurate? 

ecretary KRuG. We are using a ratio of two-thirds of the world's 
u c and we have reserves of about one-third of the world's reserves. 

l\·fr. LoDGE. What would you think of capping some of our oil wells 
within the next 5 or 10 years and then provide that we shall be repaid, 
in 1951 or thereafter, at a time ·when the Middle East oil production 
ha attain d a large production, by oil reserves from those sources? 
I have in mind particularly the question of naval reserves of oil. 

eCietary KRuG. I feel very strongly about that. We want to 
protect and safeguard a strong petroleum industry in this country. 
\Vo need that n.s the backhone of our modern industry. Over and 
above that, I think we ought to import all the oil we can lay our 
hn.IHl on because it is, as you say, the most strategic of all of these 
materials. 

n!r. LoDGE. Then could we adapt to this question of oil the sugges­
tion which I made a little while back on strategic materials in general 
and provide that with respect to oil, after a certain level of production 
hud been attained in the Middle East, we would be repaid and, in the 
1neantim , that we cap som of our oil wells- or within 5 or 10 y ars­
and lay in a took of reserves for naval and other purpos s? 

ecretary KRuG. I am not sure just how practical it would b to s t 
up a definite formula as to when you could hop to get r payn1 nt of 
o1n • of those advances from countri . that he v' inter t in the 
~fiddle Eu t r serves. I a urn that in working out this progrnm the 
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Administrator is going to lay a firm founda ion of r payment which 
will fit in with the conomic revival of the countries. 

Mr. LoDGE. Are you asking us to a ume the sam thing, ~Ir. 
Secretary? Do you think we should make tho assumptions? 

Secretary KRuG. Yes. I am afraid if you tri d to p cify how the 
Admini trator is to get repayment of th amount propo eel under thi 
plan you are going to put him in a strait-jacket which will n1ake it 
impossible for him to do his job, and in tead of g tting th recovery 
of the economy for the expenditure \Ve will ju t have the expenditure. 

Mr. LoDGE. This would be after th expiration of th European 
recovery program. I do not s how it would put the Admini ti·ator 
in a strait-jack t. 

Secretary KRuG. Because he would not kno"\\r, or \Vill not know, 
until he gets into this in great detail, just what years in their expanding 
economy they can start repaying in oil or other materials. "\Ye 
certainly do not know at the moment. It depends on how rapidly 
they move forward, and if you put the burden on even 10 years from 
now and they are unable to take it you have wr eked the purposes of 
the formula. 

Mr. LoDGE. Not if you hav a formula wher by they would ha.ve 
to attain a certain level before they would make this trans£ r of oil. 

Secretary KRuG. It might be possible to find that formula. \Vhat 
I have been trying to say is that I have not been abl to devise one 
and I have not seen any that I would consider workabl . 

Mr. LoDGE. I would be glad to have your opinion on that. 
Mr. V ORY . You suggest that this be left to the Administrator. 

If the Administrator takes the view that all of the witnes es frOin the 
Cabinet have tak n, and other witnesses so far, no adn1ini trator 
will ever make a deal to be repaid in raw mat rial - ev r-be ·ntis 
he will be so fearful that w would hurt someb ely by attempting to 
secure repayment. 

Now, just a few minutes ago on the floor of the Hous it wa decided 
that in reclamation projects in this country we are going to hav' a 
50-year limit for repayment from communities and people that cannot. 
pay no,v, or ould not pay in 4 years, or possibly not in 10 year , but 
they are going to get 50 year . What is wrong with a king that of 
nations that have pot ntial resourc s wh n we ar going to furni h 
the means of their xisting and of their p ning up th e r ourcP '? 

Secretary l(RuG. We have b en able to make pretty go d •.._ timn tP 
on reclamation proje ts as to what you can .·p et in the way of n·pny­
ment and what is required. Ev n there, with our o vn farmPr nnd 
an area w know omething ab ut, there i \vid disagrec1n nt. u to 
what the period should b . 

I personally f l that 50 year is too hort. It ought to b lono-<'l'. 
The Congre s, in its judgment, picked a differ )nt figure. 

In our own country, if w find disagr ement a to what that should 
be for an irrigation proje t, \vhen \VC }·now th futun'. f tu: O\\'ll 
agriculture th way we do , you can undt'I\. tand the ddlicultu's. of 
applying a formula of that kind to th e on tny of tlu' (' ther cotn~ trws. 

Mr. VonYs. We hav learned, hcrP, that we .. t rn I~urop pmd for 
about 25 p rcent of its import by r turn frorn invr tnwnts of vnri<~ll 
sorts. Tho e inv tments, in gen raJ, furni h d ll10lH'Y to ·mmt.rH' 
and peopl at the time they n eded it and then wer arranged to lw 
paid back a long while aft rward, so that a Europe' natural r 'source 
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were d plet d, before the ·war, Europe had a mean of paying for 25 
percent of its need . 

Thi picture you have drawn sho\vs that we are, in a period of y ar , 
to becom depleted in our natural r sources. But, as I understand 
it, you do not propo c that \ve make arrangements o that we do the 
tune that we tern Europe did and some day, when we are in need, 

through imply providing for long-time loans that are bearable and 
are honorable, get back some of the things we need when we need 
them. 

ecrr.tary KRuG. I do not think I said that, and, if I did, I did 
not 111 an it. 'Yhat I a.m. trying to say is that you should not try to 
put a forn1ula Into the bill because I do not see how you can write 
on at thi tim . I think you should put in a policy instruction to the 
\..cln1inistrator to make the soundest business arrangements that he 

can, not only for the 4 or 5 years but for a longer period of time, in 
g ·tting us back the materials and money that we have to put into 
thi thing. 

I do not know of any way of saying in what period of year each 
one of the"e countries should be expected to make a return of this 
ainount of money. I do not think anybody else does. 

~lr. JARMAN. Will the gentleman yield? 
1fr. VoRYS. I yi lcl. 
~Ir. JARMAN. Is there not also this difference between that situation 

of the irrigation projects, the beneficiaries of which are on an individ­
un1 ba i , and this program? Is ther not this vast difference of the 
dollar exchange situation, which does not exist betwe n one irrigation 
man and another? 

eeretary I{RuG. Thi is infinitely more com plica ted. When you 
find that you are now arguing for hours about the question of what 
period you will have on an irrigation project you have some idea of 
what you \vould do if you ·were trying to figure out what term to put 
on the e loan or what kinds of n1aterial to get repaid with during 
wlw t prriod of time. 

~Ir. JARMAN. And fine and ben 'ficial though the project may be, 
th •re i no compari on, I bclicve, between it eff ct on the future 
f thi. · untry and the peace of the world. There is no comparison 

b •t W('('n that irrigation project and this program for Europe. 
e<T('tary 1\.RuG. I think irrigation projects ar pr tty important 

a you J~n w, but I think this is a differ nt category altogrthcr. 
l\lr. ,JARMA . I agree with you. There just really is no compari on. 
~ '<TPtary I\. RUG. No, sir. 
~lr. ,JARMAN. Thank you, ir. 
~~ 1'. ,JoNKMAN. I may have mi understood you entirely, but did 

vou nwnti n that th re hould be no reduction of this amount of 
• l , 00,000,000? 

.... Pcretary KRuG. I did not t tify on that at all, I \Vas talking 
about tlw rcpaym nt of whatrver amm.n\ts ar appropriat d. 

~lr. J NKMAN. Thi may b entirely out of your juri diction, 
inn mu<'h a you treat with avn.ilnble uppli rath r than wh r 
tbny n.r' g ing to. For in. tance, I sec in her tbe. therln.nd i down 
for. '70."' ,000,0 . HavP y u any i<lea what that 1 to b '? 

:-)e<.:r 'tary l(R ·n. I per nally do not have that information. Th 
p opl who tudi d th n1atter wrnt over it v ry carefully. But v n 
at thi tim there would have t be a further p ·ifi ati n hef re y u 
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would know how many farm implements of what kinds and types 
are included. 

Mr. JoNKMAN. I have asked for such a statement and we expect to 
get it from the State Department. 

That is all I have in mind. 
I think, by way of filibuster, that Dr. Elliott would like to ask a 

question or two. 
Dr. ELLIOTT. It would give me great pleasure to ask a question of 

my old boss in the WPB. 
Secretary KRuG. I did not know I was your boss. 
Dr. ELLIOTT. It was an official relationship, and well sustained, I 

hope. 
Secretary KRuG. Thank you. 
Dr. ELLIOTT. This whole question of stock piling is, of course, of 

vital interest to you, as I can tell from your continued interest in it 
for many years. This question I want to address to you is largely to 
clarify one or two points that continually have come up and are so 
likely to be misunderstood. 

Suppose I put it this way: It is manifestly impossible to get any 
large amounts of raw materials of a critical or strategic nature at a 
time when the whole world is experiencing shortages and therefore 
there is no possiblity of making any sensible exchange, in the immedi­
ate future, against American loans or grants or anything else. 

That, I think, is common ground, to start off with. And any kind 
of proposals of that sort are, on their face, ridiculous. You would not 
be assisting anybody by merely taking back that kind of goods which 
we are now paying for and spending more dollars. So that is clear. 

Secretary KRuG. Yes. 
Dr. ELLIOTT. Now, sir, on the other hand, viewing it as Mr. Vory 

and others have put it to you, and as you have put it yourself in term 
of a long-run proposition, it obviously would be possible, if th e 
countries are ever to achieve solvency and balance, to put their a set 
on the table in repayment, by developing, above and beyond commer­
cial uses, new resources; would that not be true? 

Secretary KRuG. Yes; indeed. I think that is a.n essential part of 
this program. 

Dr. ELLIOTT. So that, in that way, repayment of some consid r­
able part of the advances, whether they b in the form of grants or in 
the forms of loans made or that might be ma.de, might have a b aring 
on the amount of advances that was put in as grants or as loans. 

Secretary KRuG. Yes. I think there is another factor that i 
frequently lost sight of. At the pr s nt time, with mat rials short, 
the price is extremely high. If you have got production up to th 
level of world demand, and with a little margin to spare, prices would 
come down. So we in effect would get r payment of this loan many 
times if we can get world prices stabilized at a mor r asonahlc }pvel. 

Dr. ELLIOTT. I think that is a very important point forth record 
Mr. Chairman, and I hope it. will be fully noted b cause that in its(llf 
would have an anti-inflationary effect to the degr e that we could 
develop additional resources and bring down world levels of pri cs. 

On the specific point of minerals, as you will recall, sir, when I used 
to have to report to you on thcs min ral th rc were about 200 i tent , 
in total, in the stock pile list, and p rhap 40 of them WC'r Ininr.l'nl 
not produced in adequate quantiti for war purposes in th nit d 
States. 
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Secretary KRuG. At least 40. 
Dr. ELLIOTT. These are widely distributed in the colonies and 

territories possessed by the 16 countries. In particular 1 they are 
extremely widely distributed in the Belgian Congo, British African 
territories, and many other territories, including Rhodesia, taking in 
East Africa; and great quantities of copper and some very interesting 
minerals that we do not talk about very much, not only uranium but 
tantelite and columbite, very important war minerals, cobalt, car­
borundum; and these things that used to give us so many headaches, 
such as strategic grades of asbestos that we had such heavy sinkings 
of during the war and had difficulty keeping up with. 

Our reserves, as your own experts in the Bureau of Mines have 
shown, are extremely limited. In some of those we have 6 months' 
supply and in some no supply. In those that we do have supply 
they run from 2, 4, 5 years, at the prewar rates of use. 

Therefore, from the point of view of building up our natural re­
sources, there need be no limit on the amount of these minerals !that 
we could take and stock pile on a sterilized basis, keeping them off 
commercial account just as natural resources reserves-just as good 
above ground as under ground. 

Would that be accurate? 
Secretary KRUG. There are none that I can think of. 
Dr. ELLIOTT. So that if we could arrange to find over a long period 

the imports for repayment purposes as a condition of these loans, 
leaving the details to be worked out, giving the administrator a direc­
tive and making it one of those conditions which he was to attach to 
those countries where it was practicable, I believe that would be an 
qui table protection of the national interest. I do not know how long 

the period would be. It might run 20, 30, 40, or 50 years? 
Secretary KRuG. Yes, where it was up to his judgment. 
Dr. ELLIOTT. He would obviously have to proceed in each individ­

ual country. If they had little or no minerals of this character, as is 
the case of Italy, now deprived of her colonies, there is not much 
to use. Italy would have some sulfur, and steatite talc, but they 
arc negligible in terms of repayment. 

Greece and Turkey have considerable mineral resources, directly in 
the countries themselves. These might \Vell be developed as a long­
run proposition. 

Secretary KRUG. Yes. 
Dr. ELLIOTT. Now, on the question of oil, and I turn back to Con­

grcs man Lodge \vith this introductory statement to bring him up to 
date. 

1Ir. LoDGE. Please. 
Dr. ELLIOTT. I hop we will have testimony• before the committee 

from .·perts, perhaps your own and outside experts who s rved in the 
P. A. W. during the war, about the feasibility of capping certain fields. 
This would not be possible, because the world shortage of oil is in my 
judgment the most serious shortage I have be n able to find in a 
tudy of this European program. It looks to be 40 or 50 percent 
hort, in terms of availability, of meeting the CEEC figures unless 

we can d velop pipe lines and get German pipe into the Middle East 
awl rcfin ri s and tank rs going faster than now planned. 

Your own department cuts down those CEEC r quest d figur s 
greatly but if th Middle Eastern pipe lin s r main cut, or anything 
of that sort happens often, a very serious situation is cr ated. 
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Over a long period I think ·what is back in our mind and what we 
need help in thinking out is that conditions should be attached to 
those countries 'vhich, like Britain, Holland, in some mea ure, par­
ticularly in the Far East and certainly Franc , which through their 
holdings have extremely large reserves of oil. 

Those deliveries might well be made over and above the production 
that they need to carry their O\Vn ~conomies over a v ry long-time 
period in the same way, barrel for barrel, against th reserve that 
were kept capped in this country. The exchange could be effected 
by having this Government pay in advance for taking over a firld. 
I am told the estimates of reserves are now possible on a commercial 
basis. 

Secretary KRuG. I do not think you have to cap fields. Th oil 
wells are running out every day. You reach a point where you do 
not have to drill as many new ones. I doubt whether we could ever 
import enough oil so you would want to close down oil field in this 
country. 

Dr. ELLIOTT. Let me suggest a possible reason for it. The capping 
of a field with the rigs up in a stand-by condition i a very useful 
way to keep a potential stock pile of oil because it can be gotten at 
any time. It is on tap at need. 

That deserves thinking about, surely. From the standpoint of a 
naval oil reserve it does not have to be drilled and a rig set up. This 
proposition is something to be explored and it is on that line that wr 
like very much, if it were availabl , to have testimony (a) as to the 
practicality of whether or not estimates as to comm rcial rc crves 
were feasible. Would it be possible to estimate thes Unit d 1 tates 
within commercial limits? Settlements might be made on uch esti­
mates because you would obviously have to pay th owner of app d 
wells in oil from abroarl either by supplying them with equival nt 
values. If those figures could be worked out in practi a] relation hip , 
the repayment might be made by debtor countries in kind. 

The estimates that were prepared for the elect Committee on 
Foreign Aid do not differ very greatly from the tat D partment's 
estimate for the other minerals that could be produc d by f r ign 
countries for our stock piles. 

I believe the State Department figured perhap 16 r 170 rnilli n 
dollars annually over and above commercial need in mineral n1ight 
be put in. The stimates prepared by imon trau , wh wa w rJ~­
ing during th war for }vfetals Reserve, for the el t ommittce, ran 
pe!'haps 200,000,000 at '45 prices or nearer 250 n1illion at pre nt 
pnces. 

Secretary KRuG. I have s en thos figures. Frankly, Dr. Elliott, 
I do not beli ve we have the information to reach any v ry a urate 
conclusion. I think it requires a trem ndous amount of additi nal 
study. 

It should be don , and the Administrator ught t hav that a 
one of his responsibilities, pointing out what thi world on rny an 
do and wh re we ar going to g t it. 

Dr. ELLIOTT. I would r p ctfully beg I av to uggc t that th 
"or ler of magnitude" gu )sses in th mineral field n1ade by c. ·p rt 
with some knowledge of the developmental po ihiliti<' of tlH' world 
are at least as accurate as th CEE figure and orne figures . ub­
mitted by the Administration a th ba is f r I an r Eur p<•an aid 
grants to be advanc d by this country. 
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I think, as you have indicated, both have to be screened. 
I would not have any doubts about that at all. 
1\fr. LoDGE. Your idea is that what is sauce for the goo e is sauce 

for the gander? 
Dr. ELLIOTT. That is right. If this oil proposition could be devel­

oped carefully, and it is on that we were looking for some study­
it may be that it is an impractical idea-but if it has practical impli­
cation and reserves could be figured out and such deals made, after 
5 to 10 years some of our oil fields might be kept in a standby condition 
for naval oil reserve . It might 'veil be possible, under those condi­
tions, to have European countries repay three or four hundred million 
dollar a year out of oil to this country. 

That would be a very substantial item, the two fio-ures added 
together, $200,000,000 for strategic minerals plus perhaps another 
300,000,000 for oil payments . 
• ecretary KRuG. We would certainly be happy to give that more 

study. 
Dr. ELLIOTT. If you would get figures on that it would be of con-

siderable use to us. 
, ecretary KRuG. Yes, sir. 
~fr. ELLIOTT. Thank you very much. 
(The information is as follows:) . 
BE>cau«e of the numerous variables and the complexities of thi . it-nation, a 

categorical answer cannot he given at thi . time and I seriouslv doubt the prac­
ticality of an answer which would have to he ha. ed upon broad a .. sumpt ion. , the 
accuracy of which would certainly he open to que. tion. For example, the tech­
nical problem of "capping" oil \\'ells is a most difficult one, which involves con-
idcrable ri k. Unless all the wells in a field or a pool arc tightly ca. d and 

cemented, th reservoir ands might he damaged. In addition, there ar<.' also 
Yery real difficulties of an economic and a legal nature, which would make it 
extr mC'l~' difficult to require the capping of . pecific wellfl. It would also seem 
to m that . uch a program of cappin14 our dome. tic production would at. lea. t 
haYr a p. ychologically ill effect on a program d signed to accompli"h the utmo. t 
in ne"· exploration and development, which i. so e sential at thi. time. 

Concerning the return flow of oil as a repaymPnt feature of the EuropPan 
rccoyery program, I doubt very much the practicality of attempting to work out 
the detail. of . urh a problem at thi . time. Basically, the objective of the <.'stah­
Ji. hrncnt. of adequate refining and transportation capacity in the participating 
ronntrir. i. ound and, if . uccC'. sful, it will permit the flow of crude oil from the 
.. 1f'nr and :\tiddle Ea. t directlv to these refineries. The net reflult. of such a 
procedure would lw to makE' available to the rniicd State. an additional equiva­
]f'nt amount of crude oil at lea. t from the mor adjacent Caribbean ar as and thus 
acr.nrnpli.'h a desirable benefit. insofar as the United Rtates is conrerned. 1 "In 
addition t.her to, it would also have merit from the standpoint of security. ,The 
Pnt ir problem, howev r, as I hav pointed out, is one which will require skillful 
and rfncient administration throughout the lifr of the program, and I do not 
n commend an attempt h made at this time t.o formulate the specific method. 
b~· which such objedive can he achieved. 

Dr. ELLIOTT. Tho were just fill-ins. Now, the m mb r have 
com bark. 

\\ ould it hr possible to .. ay on final thing, that thee timate. of the 
hi~ figure for petrol urn r quirem nt , reasonabl as th y n1ay be 

from the point of view of dev lopment schemes they ar trying to 
put int effect, arc not likely to be filled with available world oil 
1'<''-'ourre , including very export possibility from th nit d tat s, 
Ly n vPry large amount? 

~fr. LEVY. The c estirnat have be n redu eel by about 22 p rcent 
by the U. . E.~ rutiv Branch. 

69082-48--36 
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Dr. ELLIOTT. In the statement submitted to the President? 
Mr. LEVY. Yes, sir. 
Dr. ELLIOTT. And providing the development proceeds according 

to your best hopes, including tanker figures? 
Mr. LEvY. Yes, sir. 
Dr. ELLIOTT. Are refining capacity and pipe lines being put in? 
Secretary KRuG. Yes, sir. 
Dr. ELLIOTT. The pipe lines to the Middle East in most instances 

do not seem to be available. Will they be available later? 
Secretary KRuG. In 1950 or 1951 they will be. 
Dr. ELLIOTT. So the middle-eastern increases will not in most 

cases have an important effect? 
Secretary KRuG. Crude oil will be shipped by tankers. 
Dr. ELLIOTT. But the other oil will be there too. Additional oil 

will be available if lines are laid into the Kirkuk fields? 
Secretary KRuG. Yes. 
Dr. ELLIOTT. Are you counting on the Kirkuk fields being opened up 

to reach that efficiency instead of the figures of the Herter report? 
Secretary KRuG. Yes, sir; in fact Kirkuk field is liable to come in 

next year. 
Dr. ELLIOTT. Thank you. I have no further questions . 

. Mr. LoDGE. 1v1r. Secretary, with respect to this vital question of 
oil, there are certain plants in Germany which are going to be dis­
mantled, according to present plans, and which manufacture pipe. I 
have it here that-

Among the doomed pipe-producing plants are some of the most modern and 
most efficient units in Europe, four large units of Mannesmann in Geisen Kirchen, 
Duisburg, Dusseldorf, and Witten, and that these plants are especially equipped 
for welding of large-diameter pipe. 

This type of plant has been given top priority by the H rter com­
mittee as essential to alleviate the delivery of oil and gas in the United 
States as well as to provide Europe with critically needed oil products 
from the Middle East. 

I would be interested to have your comment as to whether you 
think that there are valid and sufficient reasons for going ahead with 
the dismantling of these plants. 

Secretary KRuG. I made no study of th matter whatever and 
hardly am in a position to give you an inform d an w r. I would 
say if the other material necessary to op rate thos plant can b made 
available, we certainly have short pipe all over th world and we ought 
to have the pipe lines to operate them. 

Mr. LoDGE. If the other material necessary to operate th m cannot 
be made available in Germany it would have to b made available 
wherever the plants are sent and the value of the plant after dis­
mantling is estimated at 8 percent of its predismantling value. 

Secretary KRuG. That di mantling of plants is not a very good 
proposition. I have found that out from e .. rperienco. 

Mr. LoDGE. I believ it is v ry important for this comn1ittee to 
have your view on that di mantling bu in . Thoro arc many of us 
here wh,o do not quite understand why it i going on at thi particular 
juncture. v ral of u f 1 it might hav been a good thin()" to with­
hold at 1 ast temporarily the di mantling of n1any of th plants, 
particularly this type and the nitrog n-producing plants, at least 
until the full implications of the \Vhol ituati n had h n fully 
explored, with particular regard to th Europ an recov ry program. 
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I should like to ask you if you will be so kind as to submit to this 
committee a statement giving your opinion as to the dismantling of 
this type of plant. 

Secretary KRuG. I am afraid I could not give an opinion without 
making a pretty detailed study of what plants are being dismantled 
and why, and I assume from all the discussions of the question that a 
study of that kind would take a very considerable period of time. 

1v1r. LoDGE. On the other hand, many of us in Congress think it is 
very important in connection with this program, and I am sure you 
would not want to delay action. 

Secretary KRUG. I am happy to do anything you want me to do. 
I am reasonably busy with the Interior problems and it seems to me 
what they do in Germany is in a field some·what foreign to my own. 

11r. LoDGE. Well, that of course is a question on which I could 
hardly comment, except to point out that insofar as you are testifying 
on the world oil situation with respect to the ERP, the question of 
these plants has a very direct and pertinent bearing. It seemed to 
m that you were not just testifying on the problem within the 
United States. 

Secretary KRuG. I would like to kno\v more about why they are 
dismantling those plants. 

~Ir. LoDGE. I quite understand that you would not \Vant to answer 
it now. 

I wa in hopes that you would be able to give us an answer, some­
time at your convenience. 

Secretary KRuG. I would be happy to make a study of it. 
(The information supplied by Secretary of Interior Krug is as 

follows:) 
I have studied the data and information available to me on this subject in the 

Department of State and in the Department of the Army. I think I should make 
it very clear, however, that I have only a general knowledge of the conditions 
existing in Germany, and that I have not heretofore concerned myself in any way 
with the German reparation program. 

From the information furnished me, I find that, when it became evident that 
the oviet Union was not prepared to agree to any practical measures to restore 
Germany's economic unity, General Clay was instructed to prepare, in collabora­
tion with his British colleagues, a revised level of industry plan for the combined 
United tates-United Kingdom zones in Germany. This revised plan, the prepa­
ration of which was begun in the spring of 1947, was published on August 29, 
and the li t of plants selected for removal thereunder was published on October 16, 
1947. 

The revi ed plan was designed to insure the retention in the bizonal area of 
sufficient industrial capacity to afford the basis for the development of a reasonable 
tnndard of living, and for a sub tantial German contribution to European re­

covery through exports of manufactured products. Its general effect was to 
provide for th retention of a capacity adequate to sustain a level of industrial 
production comparable to that which prevailed in 1936. On a per capita basis, 
thi 1 vel was e timated to be approximately 75 perc nt of that of 1936, but 
provides for a volume of exports 15 percent greater than that of 1936. It is my 
understanding that the list of plants selected for removal as reparation was drawn 
up on the basis of the revis d level of industry plan, and that the dismantling 
program ha been carried on on the basis of this list. 

I find that careful con ideration was given to the question of the availaLility of 
In\ or, housing, transportation, fuel, power, and raw mat rials; and that erious 
hortag s in several of these c s ntials were important factor in arriving at a d -

ci ion on the di. mantling of these plants. Jt. se ms apparent that these short::u~es 
will continue for ev ral vears to come. The material available to me disclo e 
thnt th >se shortag s are R"uch a to make it practically impo ·sible to utilize fully 
b for Hl51 even the capacity · heduled for retention und r th revised level of 
indu try plan. 
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I further find that consideration wa given to the importing of additional coal 
from the United tate:-; in order to bring into production the plant cheduled for 
dismantling, hut that a deci -ion wa reached that tran portation, labor, and other 
hortage would make such imports of little, if any, valuP.. 

There i further evidence from the material upplied me that, quite a:icle from 
any moral oblie;ation which may exi t to replace throuah a reparation program 
facilities in other countrie ' which had been d troyed by German aggre ' ion 
careful con ideration wa given to the que tion whether the recipient countric , 
would have the necessary transportation, fuel, labor, hou ing-, etc., to utilize the!:ie 
facilities efficiently, and to place them in production with rea.·onable promptne~· ·. 
I further find that, in making the deci ion, con icleration wa. given to the co ·t 
and the delivery time of new facilitie. which might ub titute for the ree tabli. h­
ment of German di mantled facilities in other countries. It wa. determined that 
imilar new facilitie. and equipment \\'ere not available from other ource:; wonld 

in any circumstance involve considerahle additiona.l co t , largely in term. of 
scarce dollar ; and that such new facilitie · could in large part not be procured and 
placed into operation in a comparable period of time. 

In summary on the ba ' i.' of the evidence available to me, it appears that all 
significant factors were carefully con idered in the preparation of revi ed level of 
industry plan, and of the list of plants to be di mantled thereunder. 

The data available in vVashington do not, of cour. e, completely fill the require­
ment of a technical inve.' tigation with re. pect to . pecific and indiYidual plant . 
Investigation. of this character nece. ~arily fall within the operating respom.;ibility 
of the military authoriti in Germany. Rnch experience a I have hacl with 
industrial production in thi. country convinces me that technical opinions of thi. 
kind are dangerous and mi.l eading unle.. they are preparecl upon a basi: of 
complete and detailed information and total familiarity with the ~ubj ci, such a 
could only be obtained through operational experience in the fi eld. 

Such evidence a is available in '\Vashington, howpver, indicate. that in ihP 
selection of individual plants for removal full attention ·wa. paid both to Germany'· 
domestic need . and to the need . of European countrie for indu trial export · from 
Germany. Since your question was directed . pecifically to certain pipe-welding 
or pipe-fabricating facilities, I was much intere. ted in the availabl information 
on thif-l . pecific . ubject. Thi, information indicate that technical representative ~ 
of the contractors for the Near Eai=lt oil pipe line. were called in to exam in· thc.-r. 
facilitie. and report upon their po . . ible contribution to the petroleum d velopnH·ut 
and pipe-line construction in that area. It wa. their opinion that the facili1 iP 
in que. tion WC'fe incapable of manufacturing any material~ needed for t.h uC'ar 
eai=ltern oil development. 

I do not like to labor the point that my own unfamiliarity with ~ituatio11 and 
lack of complete data make it impo. sible for me to give cat gorical an. wr.rs to 
your queries. \Vhile I doubt , however, if my tatement. hav added anything to 
the material alrrady available to you and your committee, a mor definite an WPr 

to . uch a i=lpecific 1ue. tion could only h Rnpplied after a careful and dr.tailrd 
examination of the entire subject. Such an examination would rrquirP t hr 
availability of information a: to inv ntori :-;, pcr:-;onnrl, method.' , transportation , 
housing, raw materials, 'Upplies, energy i=lOUrce. , and :-;imilar data concPming all 
of the inclu:-:;trial plant:-;. In addition, it would r quire a careful .'llrVP~' of i h 
plants on the i=lite in order that related factors mipht b giv 11 con~idrration. 

It is my under. tanding that the D partm nt of Rtatr and th0 DC'partmcni of 
the Army are now collecting additional information for your committ c. and t.hat 
detailed consideration is being given to the question of wh th r cPrtain ph111L 
technically capable of producing items in critically ~hort ~mpply might makP n 
greater contribution to European r covery if r tained in .ermany. I unckr.-iand 
that thiR information will be furni heel to your committ c at the earli 'st po.':ibl 
date. 

Mr. LoDGE. The same thing appli to th dis1nantling of rnnn r 

of the other ste I plants and wh re that w uld have a hearing on 
your department is with resp ct to conl 

It sermrd to me that it 1night be worth eon, idPring n t 1 disrnantlP 
all of th sh t and steel rolling-mill plants in Germany, but to 
provide them with the coal to function and in that way we could 
export les steel, which is in relativdy h rt . upply hero, as I unclPr­
stand it, a.nd much more xp n. ive; we could in tcad, exp rt nwr 
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coal to the French and German plants \\.,.hich now have not got 
enough coal to operate. 

I wonder whether you would care to comment on that? 
ecretary KRuG. It is perfectly clear to me that the speediest way 

to get more steel production ·would be to put back into production 
the capacity wherever it is located, which is already available, and I 
would urge strongly that if there is steel capacity in Germany which 
can be made productive, and by "can be" I mean coal, Congressman, 
coke, and the other things that go \vith it, that we ought to be using 
that capacity to help out in this program and not diluting our already 
short upply in this country to take care of the demands in Europe. 

~fr. LoDGE. I am glad to hear you say that, ~1r. Secretary. 
~Ir. VoRYS. I wondered, l\1r. Secretary, if this is in your line, as to 

whether we should ship coal over to Europe, or use measures to stimu­
late their own production of coal? It has occurred to me that with 
our coal at about $22 a ton, delivered over there, we could spend 
considerably less than that in incentive goods, or certainly in food 
if it was available, to stimulate the production of more coal over there. 

Secretary KRUG. You are right on the principle. Certainly it is 
better to get the coal there. This program, however, takes into 
account the maximum stimulation, which is considered practical. My 
own , ... iew is that it is optimistic and they will not be able to make 
those goals, and v1e will have to ship more coal rather than less. 

In other words, with all-out drive to get more coal production in 
Europe and in England they will fall short of their projected goals, 
so that this amount which makes up only the deficit will probably be 
in~ufficient. A somewhat larger amount will be needed when this 
plnn is finally worked out. 

~Ir. VoRYS. Now, on timber, \Ve have got in here a considerable 
amoun of tin1ber for the next 15 Inonths. 

'Yhat. are our resources of timber compared to those of western 
Europe, do you know? 

, ecretary I(RuG. No; I do not, offhand. I do know that our own 
rrsource of timber are hardly sufficient for our own needs, and any 
inclu ion of timber in this program would only be on the basi that 
it i absolutely ssential to the program and cannot be obtain d from 
cuttincr their own forests in Europe. 

11r. VoRY . 'Vh n w w re in Germany the German said that 
they had in their r quest timber, and having driven through va t 
and rnagnificent, orderly forests th re, whi h was an unu ual ight to 
mP from entral Ohio, I said, "Why don't you cut your own timber?" 
They said, "That would mean cutting ahead so that we would be 
going into our natural re ourc s." 

,yell, I suggested that we had had to dip into our natural re ources 
to fini ~ h t.h war they ia.rted and if they had the timb<'r, I \VH, w n­
d ·ring whether it might not be a good iJPa for th n1 to dip ahead for 
n fpw yt>ar through thi p riod. 

I wond r \vheth r we ar going to hav to cut ahead into ur 
natural rc ource in order to upply them with timber o th y will 
not havr to cut ahead into th ir natural resour s. 

Do you know what th balance is on timber? 
ccrctary KRuG. I do not kno\v, to b quit franl~ with you about 

it. I rtainly would oppos our utting ahead to any great r d gr 
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than they have. "\Ve are already cutting ahead in this country and 
have been for many years. 

Mr. VoRYS. I appreciate our questions to you should be directed 
to what we have here in this country, not the comparisons. 

Secretary KRuG. I would be happy to try to find out. 
Mr. VoRYS. We have to make those comparisons in the committee 

and therefore we are searching for all the light we can get. 
Secretary KRuG. We will give you a report on that. 
Mr. VoRYS. I think it would be fine to have it in the record at this 

point. 
(The information referred to is as follows:) 

WESTERN GERMANY 

Complete information is not available at this time. The forestry section of the 
military government, however, estimates that in the American zone of occupa­
tion 21,839,000 cubic meters of timber was cut in 1947, which is approximately 
twice the estimated growth (10,919,000 cubic meters). This cut timber con­
sisted of approximately 5,480,000 cords of fuel wood; 395,000 cords of pulpwood; 
33,000,000 cubic feet of pit props; and 2,080,000,000 board feet of saw timber 
used for lumber, ties, poles, etc. It is estimated that the ratio of cut to growth 
is at least 2 to 1. 

Information from the same source as it relates to the bizonal area indicates 
that the cutting program for 1948 will total 30,000,000 cubic meters while the 
growth for the same period is estimated at 15,500,000 cubic meters. Thi cut will 
consist of approximately 3,743,000,000 board feet of aw timber; 911,000 cords 
of pulpwood; 118,000,000 cubic feet of pit props; and 4,475,000 cords of fuel wood. 
The reduction is fuel wood estimated above as compared with 1947 and approxi­
mating 18 percent is based on the assumption that increased coal production will 
make such reduction possible. 

In general it is estimated that "overcutting" in the American zone isle s erious 
than in the other three zones. The forests in the French and oviet zone par­
ticularly have suffered great damage from snow and ice, bark beetle and other 
pests, and to some degree, fires. This ha necessitated heavier cutting than 
would have been normally required. This condition has l een ao-gra vatcd by the 
necessity of cutting more timber into fuel wood which would otherwi e have 
been suitable for lumber, pit props, pulpwood, etc. 

Prior to the war, the normal productive capacity of the German forc ~ ts, on a 
sustained-yield basis, was estimated at about 38,000,000 cubic met r ', which 
included both industrial timber and fuel wood. With the advent of · azi control, 
Goering ordered the increa ed cutting in th Prussian tate forests in 1U33, which 
policy wa oon extended to include the public fore t of the other stat . and later 
to private forests. In 1933 the ratio of reported cut to normal cut (3 ,000,000 
cubic meters) was 128 percent and in 1937-3 thi~ ame ratio was incr<'a Pd to 
161 percent. It declined to 130 percent in 194Q-41; raL ed again to 140 p rcont 
in 1941-42; reached 150 perc nt in the next 2 year"; and reached 160 perc ·ut in 
1944-45. 

In general it is estimated that the total timber stand in G rmany as of l!J33 
was reduced by 200,000,000 to 250,000,000 cubic meter by "ov rcutting" from 
that date to the end of the war. This does not include d truction from military 
operations concerning which complete information is not available. The reduction 
from 1945 to date might amount to a 5-percent reduction. The fact that there 
are still some good stands of timber left in Germanv is due to ~ sound policy of 
conservation that was followed for many years before the war . .. 

PARTICIPATING C UNTRIES 
~ 

Data relating to lumber production and standing timb r are fragm ntary and 
rather incomplete with re pect to the 16 participating countries. ot all of th se 
countries accumulated accurate data and th r ar many variations in their 
methods of reporting and the clas ification included thereunder. Thi is par­
ticularly true of "standing timber" on which timat s are generally mad at 
rather long intervals and in many countries are not made at all. The following 
table sets forth the best available data, which, however, is in the nature of an 
estimate. 
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Esrimated stand of timber; about 1935 

Country 

Germany (all>------------------------------------------------------------------­
Great Britain-------------------------------------------------------------------­
~orvvaY------------------------------------------------------------------------­
Svveden--------------------------------------------------------------------------

Volume of Volume of 
all timber saw timber 1 

Million 
cubic feet 

58,610 
2,260 

11,390 
50,050 

Billion 
board feet 

2Q0-235 
7 

36 
167 

1 Savv timber includes trees large enough to be sawn for lumber; in the United States these minimum 
diameters vary from 9 to 15 inches; in Europe, those of 8 inches and over. Norway and Sweden figures are 
from International Yearbook of Forestry Statistics 1933-35. All-timber volume for Germany is from TIDC 
Report 30, German Forest Resources and Forest Products Industries; saw-timber volume is calculated. 
All-timber volume for Great Britain is from International Yearbook; saw-timber volume is calculated. 

'Yith respect to lumber production, figures are more r~adily available although 
they are not to be con idered as other than estimates. The following table sets 
forth these data as they concern the participating countries. 

Lumber production 1 of participating countn'es for selected years 

[All figures are million board feet] 

Country 1934-38 1948 1951 average 

A us tria. _________________ 815 739 726 
Bel!!iurn _________________ 165 203 203 I>enrnark ________________ 168 156 177 Ftance ___________________ 1, 795 2,450 2,471 
Gr ce ___________________ 

37 45 81 Icel nd __________________ .. _______ -------- --------Ireland __________________ 19 24 Italy _____________________ 783 480 
Lu ernhourg _____________ 6 8 Tetherlands _____________ 49 29 
Torn Y----------------- 717 829 

1 Includes sawn lumber and railroad ties. 
NoTE.-Figures are based on CEEC report. 

14 
337 

7 
24 

811 

Country 

PortugaL __________ ------Sweden __________________ 
Switzerland ______________ 
Turkey __________________ 
United Kingdom ________ 

SubtotaL ____ ------
\Vestern Germany _______ 

Total western 
Europe _______ ---

UNITED STATES 

1934-38 1948 average 

477 477 
3,146 2,89 

376 357 
192 103 
268 323 

9,013 9,121 
3,236 3, 700 

12,249 12,821 

1951 

477 
2,898 

357 
103 
94 

,7 0 
3,882 

12,662 

The rate of timber cutting in the United States has been much greater than the 
rate of growth for at least 50 and probably 100 years or more. The stand of 
aw timber has been reduced by more than 40 percent in the last 40 years. 
!though the total drain and growth of all wood are now almost in balance, the 

drain on aw-timber supplies (trees large enough to yield sawlogs) still exceeds 
the growth by more than 50 percent. 

In 193 , the '"'aw-timber volume was estimated at 1,764 bi1lion board feet while 
in 1945 this arne estimate approximated 1,601 billion board feet. By calculation, 
giviug allowances for rat s of cutting and other drain of growth, the stand in 1928 
i e timat d at about 1,850 billion board feet, in 1947 at 1,575 billion board feet, 
and in 1951 at about 1,500 to 1,530 billion board feet. 

Estimated stand of timber in United States, about 1935 

Volume of all timber ________________________ cubic feet__ 520,000,000,000 
Volume of saw-timber _______________________ board feet __ 1, 765,000, 000, 000 

On a ba is of the Forest Service and census for the United States, the following 
data reflect lumber production in selected years. 

Lumber J production of United States for selected years 

[All figures are million board feet] 1934-3 average __________________________________________ _ 
1947 ____________________________________________________ _ 
1951 ____________________________________________________ _ 

J Includes sawn lumber and railroad ties. 

24,645 
3 '000 

34,000-36,000 
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For convenience, I have treated we._ tern Germany in all of the tables given 
above a one of the participating countries und r the European recovery program. 

1-rfr. LoDGE. In connection with thi st el question, I quite under­
stand the natural fears which many p ople have. How ver, I feel 
that the most imminent threat today in Europe is not G rmany. I 
feel also that an impoverished, distressed and eli eased G rmany is 
much more of an imminent threat than an undismantled Germany. 
It seems to me that if vve take the proper police methods to handle 
the situation, perhaps by internationalization of certain areas or by 
other means, we can save ourselves a gr at deal in the export of stc l. 
Let us, therefore, look very carefully, into the qu stion of wh th r 
these steel plants should all be dismantled. 

Secretary KRuG. While my opinion \Vas nev r solicited on that 
question, I certainly as a private citizen have felt that demolishing a 
big segment of German industry is a very poor preventive for another 
war. 

Mr. LoDGE. I think you will agr e that almost everything which 
we use is war potential in an absolute sen"e. vVe could say that 
wheat is a war pot ntial. 

Secretary KRUG. Certainly. 
Mr. LoDGE. Does not it s em to you that th important thing is 

to get an international organization which ould handl this thing, 
rather than try to decide which plants are war potential and which 
are not? 

Secretary KRUG. That is my feeling. 
Mr. LoDGE. Mr. Secretary, in view of this shortage of oil, do you 

anticipate that it may be nee ssary to ration or price control oil in 
this COUll try? 

Secretary KRUG. Yes, sir. 
Mr. LoDGE. Would that be ·n the near future? · 
Secretary KRuG. It is too late to do anything about it thi wint r, 

but it looks to me quite likely that we will hav to ration fuel oil next 
winter. 

11:r. LoDGE. Would we have to do that ev n if we did not have 
ERP? 

S cr tary KRuG. Even if w did not have ERP; yes, ir. 
Mr. LoDGE. In other words, you make that quit cl ar, thnt it 

is not becaus of the ERP that we may hav t have rati ning of all 
petr leum products and not just fu l oil? 

Seer tary KRuG. That is not n c arily tru . We finally, during 
the war, rationed gasoline and fu l oil. W did not rn,tion other 
petroleum products. It may be pos ibl . If you rc all, during the 
war there were periods when the ga olin rationinO' wa lift d and 
then put down. You may hav a tim wh n you do not hav to rntion 
gasoline when you would ration fuel oil. But it is a thing W<' are 
watching clo ely in this coop rativ program with th indu try to ee 
if by voluntary means \V can g t c n un1pti n d ' n. Th oil in­
dustry is sp nding about a n1illion and a half on thn t progrnm, and 
they are v ry hop ful that it will produ th de ired re ult. I c r­
tainly hop that it do s. But I am not at all rtain it will, nnd rnther 
than ha v p ople g cold n xt wint r I think w hould tak t p , 
that are necessary. 

Mr. LoDGE. Do you think that rationing without pric control is 
a practical method of dealing with th ituation? 
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Secretary l{RuG. I think it is preferable to have both. 
1fr. LoDGE. It is pretty hard to have rationing without price con­

trols according to you? 
Secretary KRuG. I think it is difficult, although during the war we 

had price control on coal. We never rationed coal. 
We had price control on petroleum, and it was rationed. 
11r. LoDGE. Thank you very much, Mr. Secretary. I am very 

much obliged to you. 
11r. JoNKMAN. Mr. Jackson. 
1fr. JACKSON. 1\1r. Secretary, I am very sorry we have been 

running in and out of here all afternoon and I do not know what has 
been touched on and what has not, so if I ask some questions that are 
already in the record, I can undoubtedly look them up rather than 
have you answer them again. 

Would you care to comment or hazard a suggestion, Mr. Secretary, 
a to how long our proven domestic reserves will be sufficient for 
American consumption in a peacetime economy? 

ecretary l{RuG. Well, those calculations are really a bit misleading 
because the proven reserves as of any date are the reserves you just 
happen to know of at that time. Obviously, there is a lot of oil we 
do not know about at this time. 

If you take the oil we know about, it is 20,000,000,000 barrels, 
which will last for 10 years at the rate we are going now. 

But I do not want to give the impression our oil will be gone in 10 
years because if we did not find another barrel we would not be able to 
draw it out of the ground in a 10-year period. 

\\ e would have to find substitutes and it would run for a consider­
able period of years. 

~1r. JACKSON. Assuming the same proven reserves, how long 
would that last us in a total all-out war effort such as the last war? 

ecretary l{RuG. As it happens, our peacetime economy is using 
more oil than our all-out war economy. 

11r. JACKSON. More than we shipped overseas? 
ecretary !{RuG. We are using more petroleum today by at least 

10 percent than the maximum of the war years. 
1fr. JACKSON. That was for ourselves and for our allies, all the oil 

we used? 
~ cretary !{RUG. That is right. 
n{r. JA KSON. The reason I brought this up is because of the fact 

that during the d bate on aid to Greece and Turkey it was stressed 
v ry trongly that fre acces to the oil in the Middle Ea twa essential 
to our national curity, that we could not afford to have acccs to 
the oil in the 1\tfiddl Ea t denied to us. 

That i the r a on I brought this up about our dome tic problem. 
~ ccr tary !{RUG. I think that i entirely true .. If w had to uper­

impo~ another war on th use w are now making of petrol urn w 
would find it impos ibl to get it from our domestic source . 

\\ e wer fortunate at the start of the last war to have productive 
apaeity in exc s of our then consumption, so we dr w on th extra 

capn ity tom et the war need and drilled our n w well too. 
1ow, we arc u ing very drop of our available capacity. We could 

dru.w a little more by exhausting th . wells soon r than th y hould be, 
but we are drawing now at the maximum conomic rate of production 
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from all the wells, and if we had another war, we could not get more 
from our existing wells, except by shortening the life of those welll. 

Mr. JAcKSON. Now, further, with reference to timber, as Mr. Vorys 
mentioned awhile ago: Is it not possible that there might be a much 
more economical and feasible plan to cut timber in Africa, in the 
colonies, rather than deplete our available supply, or cut ahead, as you 
put it? 

Secretary KRuG. I think that might be possible several years from 
now. Fortunately if we are going to cut timber in any quantity 
you need a lot of equipment. 

Heavy trucks, sawmills, roads, heavy equipment for handling it, 
and that equipment is not available in areas of the world where per­
haps the timber is. 

I would say it would take at least 3 or 4 years to get any consid­
erable expansion of timber production in other parts of the world. 

Mr. JACKSON. But certainly, it IS a very desirable goal to work for? 
Secretary KRuG. Yes~ indeed. I think it is perhaps our most 

extravagant of all wastes the way we have used up our timber reserves 
in this country. 

Mr. JAcKSON. To go back, I know the matter of stock piling ma­
terials was touched on here. Unfortunately I did not get your entire 
comment on it. I know in the case of New Caledonia, for instance, 
they furnished us, all the allies, a considerable amount of nickel, 
during the war. 

Secretary KRuG. ·Yes, sir. 
Mr. JACKSON. A great many of us should like to see some provision 

written into the act which would give us some future use, as distin­
guished from current production, which would, of course, discount the 
balance-of-trade estimates, something that might insure future return 
in new development and exploitation of new sources of supply. And 
I wonder if you would comment on that? 

Secretary KnuG. We have discussed it at considerable length. In 
summary, my view is this: Certainly that ought to be done but I 
would not like to see you put into the bill anything that would put 
the Administrator in a strait-jacket, so he might be forced to make a 
deal with somebody which in itself would pull down the structure we 
are trying to build, which is a sound, healthy world economy. 

I think whatever you put into it should be to the ffect "You mnko 
the wisest business deals you can for this country, with particular 
consideration to replenishing our storehouse of materials" is all right, 
and Congress ought to have the Administrator up here very 3 or 4 
months to find out what he is doing about it. 

I do not think you can write language or formulas that will fit it. 
If you do, I am afraid the result will be the ruination of the program. 
I have tried to contrive a formula and I have not been able to find 

one. I think I said before I have not been able to find any other 
formula by anyone else that seemed to me workable. 

Mr. JACKSON. Of course, I cannot subscribe, unfortunately, to the 
theory that we cannot condition this program, any more than a 
banker cannot condition a loan. If you went to a banker and you 
owe him $10,000 and you want to borro·w another $10,000 he will 
tell you to quit hitting the bottle, and hit tin&' you.r wife, and stopping 
some things you have been doing, and possibly do some other things. 

We all know the situation: "That is fine; sometime in the futuro. 
We have got the Greece-Turkey bill; don't do it in this bill; let's do 
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it in the $342,000,000 bill. The relief bill came along; this is not 
the time to do it, but possibly in the interim-aid bill we can work it. 
Now is not the time to do it, but possibly sometime in the future we 
will be able to work out a detailed plan to get something back for the 
billions of dollars we are pouring out." 

The only natural question that occurs to a lot of us is: Just when 
are we going to take some concrete steps to see if we cannot get back 
something in material return for these billions of dollars, without 
fatally handicapping any program of aid? 

Secretary KnuG. Tell the Administrator to do that, but do not 
tell him how to do that; then check on him. 

11r. JACKSON. It would be all right in the law to tell him it should 
be done, without laying out any specific details? 

ecretary KnuG. That is right. A statement of policy that you 
would like to get this money back, if possible, should be included. 
That is his job. 

11r. JACKSON. Thank you very much. 
11r. VonYs. Mrs. Bolton. 
1Irs. BoLTON. If I might return to one or two things: You were 

speaking, I think, about the administration of this program and sug­
gesting that the man was what mattered, and then you left him free 
to do what he chose. 

"Under the State Department suggestion, that would be one man; 
and you would be reluctant to have us set up any different arrange­
ment, would you? 

ecretary KnuG. I think it would be one man. He should have 
an advisory board. I do not think that would handicap his program; 
perhaps members of the Cabinet could be helpful to him and perhaps 
a group of citizens. 

We had a WPB advisory board during the war that I found very 
helpful to me. That Board included only Government officials. We 
nl o had hundreds of advisory committees that included the best 
brains we could get in every industry. 

I a sume he would like to work with groups of that kind in ad­
mini tering this program. 

11r . BoLTON. Do you think it would be possible to g t a really 
top-flight man without having the thing written up a little more as 
to what he is getting into? 

ecr tary l{nuG. The natural question of anyone being requested 
to take a Government job is, "What is the job?" But, as I said 
b for , whenever they start \VOrrying too much about what is the 
job th y ar not going to do a good job, anyway. 

~Irs. BoLTON. But any man in business, if he is asked to do a job, 
will want to l~no'v what the job is. This, of course, would look very 
mu h like an under seer tary of state as far as the g n ral set-up is 
onccrnccl, would it not? 

ccr tary l{nuG. I would not think so. Personally, I am not 
sti hng for any particular one. We followed throughout the war the 
principal that th tate Department controlled the WPB on policy, as 
to for ign n1atters. 

\Y 1- pt them in their fi ld and had no trouble with them. 
~·1rs. BoLTON. Did you have an adequate definition of foreign 

policy? 
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Secretary KRuG. We defined it as we went along; and if we tried 
to spell it out at any predetermined point, I am sure we would have 
been in trouble. 

Dr. ELLIOTT. I would like to ask a question that I think will bring 
out a difficulty if foreign policy is to be the only touchstone applied, 
and at the discretion of the S.ecretary of State. 

For instance, when the State Department worked with you, 11r. 
Secretary, or your predecessor as Program Vice Chairman of the WPB 
on the subject of gold mining machinery to South Africa, the State 
Department took the view that gold mining machinery could not be 
cut off because of the effect on the political situation. The WPB, on 
the other hand, asked South Africa to export 200,000 tons of coal 
more a month to Europe, if railroad cars and mining machinery were 
sent by the United States to South Africa. The WPB, as I recall it, 
stuck to its guns and said that unless 200,000 tons of coal a month 
more were exported from South Africa-
We will not only cease buying low grade manganese and low grade chrome in 
South Africa, but we will not export gold mining machinery to South Africa. 
Since we ourselves have stopped gold production in the United States, we want 
coal, not more gold, to be produced by South Africa. 

That was a business proposition, and in the end the WPB view 
stuck and the 200,000 more tons of coal a month were forthcoming. 

They were extra. But that tough bargain could have b en d fined 
under the President's bill, could it not, as foreign policy? And it 
could have been stopped. In other words, it \vas the position of the 
Chairman of the WPB-and I believe that may be what you are 
bringing out-that enabled him to speak with authority on that, be­
cause he had to protect the resources of the war as a whole. 

Secretary KRuG. During the war we never resolved it in writing. 
I am sure we could not. It is the State Department's sphere of op ra­
tion as against the WPB sphere of operation, that is. 

We had a number of instances where they thought foreign policy 
required something, and we did not think so. I do not recall a single 
one that was not finally worked out between the Chairman of the 
WPB and the Secretary of State; and we did not win all of these, you 
remember. 

Dr. ELLIOTT. No; but we 'von a sizeable p rc ntage of thmn; nnd 
the position was not that you had to take a directiv frorn th S 'rre­
tary of State. But this matter, affecting foreign policy, had to hP 
acted on on both grounds. That is the point I had. Th' \VPB 
chairman was an equal, not a subordinat . He could argue and hnd 
Cabinet rank. 

1\tfrs. BoLTON. Mr. Secretary, in the matter of ke ping lo ely in 
touch with the Congress, you have suggested that th Admini trn,tor 
come up every 3 or 4 months to inform Congress. 

Secretary l(RuG. Probably n1or frequ ntly than that. 
Mrs. BoLTON. What would be your feeling if, in rdrr to 1- erp tlw 

Congress very intimately inforn1ed, a ·onunittee of ngre ~ , t.hi 
special committee, be appointed sorn what in1ilar to th Atomi · 
Energy Committee, whi h n1c ts v ry frequ ntly? 

Secretary l(RuG. I think that might w ll b a good idea. During 
the war I found committ cs of Congress that d aH sp cially with 
war-production problem to be very helpful. 

I met with them, not once every 3 or 4 months, but ev ry 2 or 3 
weeks. 
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~Irs. BoLTON. ~ly thought wa , at least once a week; and in that 
way we would be more able to follo'v our own in tructions under the 
nc,\· organization bill, which is that whatev r we do we must follow. 

ecr tary I\:RuG. I crtainly will not see any objection to that, and 
I think it would haYe n1any advantao-es. 

i\Irs. BoLTO .... Now, to go back to the .... dministrator: If everything 
wa pinned upon the man, up posing omething happens to that man? 
Then what dow have left? 

ecretary I\:RuG. You will need rnore than one man; and I a sume, 
if he i th right kind of a n1an, he will have around him a number of 
p ople wh can tak his place. 

~fr . BoLTON. Thank you. 
~lr. Richard , do you have a question? 
~ir. RICHARDS. \V have had our say. 
1ir. JACK ON. I have one additional question: From time to time, 

i\ir. 'ecr tary-and I suppose thi i characteristic of all ~1embers of 
on~re -w get letters demanding to know why two or three tankers 

are load }d with oil for the oviet. Union. Is any oil b ing shipped 
at the pre nt time? 

ecretary I{RuG. I do not believe so. 
~Ir. FENTRESS. The principal petroleum prod¥cts under xport 

ontrol hav no allocation for Rus ia at thi time. There arc one or 
two product not under control, and small shipment are going to 
Ru ia. 

Ir. JAcKSON. But not oil or petroleum? 
~fr. FENTRESS. Th principal products-aviation gasoline, heating 

oil of all kind -arc under control. 
~fr . BoLTON. That holds good of the l\liddl East, Bahr in area ? 
1fr. FE~TRESS. That holds good only within the United tate .., . 
~fr~ . BoLTON. That i a very different ituation. 
1 Ir. JACKSON. Now, of cour e, much of the oil in Saudi Arabia w 

do control and we buy. That m ans that oil under our control is not 
b ing hipped? 

·er tary I{RuG. We ar not on trolling foreign oil at all, wheth r 
Am )rican ompani s happ n to be d v loping it or not. Th only 
control we have any pow r to nforce ar over xports out of this 
ountry. 
1·1r. JACKSON. But oil belonging to tho e countri s n1ay be shipped 

directly fr m the port of debarkation to any c untry? 
, ·r tary KRuG. If it do not riginate within the Unit d tatcs . 

.J. <fr. LoDGE. Is it cont mplated that any petroleum products of any 
natur will br shipp d to the ovi t Union? 

T tary KRuG. Not to th best of my l~nowledge. Th S retary 
of ornn1 rc handles that. W give advic only with resp ct t 
a vn,ilabili tie~. 

\V hav b n strongly advocating that xports be held at th 
ahsolut · n1inimu1n. 

Ir. LoDGE. With particular reference to ovi t Rus ia? 
c 'l' tary I: RUG. With r f ren e to veryonc. 
1r. LoDGE. Do you f el that a differ 'Ilt theory should b taken 

with rcsp t to vi t Ru ia than with re p ct to oth r nation ? 
ccr tary I RUG. I think Rus ia i in a position to tnlre ·ar of its 

own oil rcquir n1 nts if it want to get in and d th job. 
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Mr. LoDGE. Therefore, in view of our present shortage and par­
ticularly the shortage in New England, it would not seem well to stop 
shipments to Russia? 

Secretary KRuG. That is what I would conclude. 
Mr. JAVITS. Is there any way in which the Department of the 

Interior would tie into the proposals under the ERP for these 16 
nations and their colonies and dependencies-! emphasize that-to 
engage in oil exploration, to see if they can find new resources? 

Secretary KRuG. We would expect, under this arrangement, to be 
the technical brains of the Administrator in the petroleum field, and 
we would be doing our best to influence him at all times to keep the 
exports of petroleum at a minimum-to make sure they go to essential 
purposes and to develop all the petroleum he can any place in the 
world. 

Mr. JAVITS. Do you find under this bill any section which gives 
you an official connection with that effort? 

Secretary KRuG. We have no authority under the bill to tell the 
Administrator to do anything. 

Mr. JAVITS. It would then be informal? 
Secretary KRuG. Yes. 
Mr. LoDGE. The Secretary of Commerce advocated that the Ad­

ministrator should have nothing whatsoever to do with questions of 
American internal economy, questions of availabilities. Questions of 
what we could afford would be up to the heads of the departments. 
If you subscribe to that view, and that becomes the law, then the 
Administrator would have to come to you? 

Secretary KRuG. He would come to us and say: "Can I get this 
much oil in the United States for shipment to France, Belgium, or 
Holland?" And we would tell him whether or not he could. If he 
insisted that he had to have oil, which we felt was more urgently 
needed here, Averell Harriman and the Department of Commerce 
would have the controls over the exports. His program could be 
blocked. Then it would be an appeal to the President. 

But I would not expect any contingencies of that kind developing. 
It would seem to me that is up to the various department heads. 

The Secretary of Agriculture for food, Interior for coal and oil, and 
Commerce for other commodities and equipment, would be able to 
sit down with him and work out a program that would do his job, with 
the minimum impact on our own domestic economy. Obviously you 
could not have him in a position to go out and take some oil equipment 
or pipe capacity that was desperately needed for our own industry and 
ship that abroad. 

Mr. LoDGE. Exactly. 
Mrs. BoLTON. What do you think of the Foreign Aid Council set 

up under the Herter bill for just that purpose? 
Secretary !(RuG. I have not had a chance to make a careful om­

parison between the bill proposed by the Pr sident and the bill 
proposed by Mr. Herter, and my own fe ling n the administration 
end of it is that it is given far too much promin nee. 

The difficulties, I think, are larg ly imaginary if we get the right 
kind of people to administer the program; and if we do not g t the 
right kind of people, it will not work anyho,v, regardless of the type of 
organization chart you have worked out. 

Mrs. BoLTON. I wondered if we might ask Mr. Elliott? 
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Dr. ELLIOTT. Mr. Vorys suggested before he left that I put a 
question to you. 

The shortage of both gasoline and fuel oil has increased, we are told, 
by the recycling processes to increase the octane ratings of gasoline, 
which has been put up to a very high point, according to Mr. Frey in 
the report he wrote for the Select Committee on Foreign Aid, by a 
race between the oil companies. 

Is that not capable of being cured now by the powers which I 
believe would be vested in you, sir, with the Justice Department, in 
consultation with the industry to work out arrangements to limit 
that high octane race that is going on? If this race produces new 
motorcars that require higher octane content1 will not that still further 
deplete our supply of gas and fuel oil? 

Secretary KRuG. There has been that kind of a race and it did 
have that result. Fortunately the tremendous demands on the 
industry automatically reversed it, so for the past 3 or 4 months the 
trend is the other way. 

\\ e have a committee of industry working with us on that and they 
have promised complete cooperation to get the maximum of petroleum 
products to do the job. 

Dr. ELLIOTT. Under the new law you would have the right to do 
that to any extent you and the Department of Justice would agree? 

Secretary KRuG. No, we have no power. If the industry is willing 
to do it, it is all right. We would get the industry together and ask 
them if they would do it but if one member or if the industry says 
no, we have no power to require it. 

11r. LoDGE. With respect to our national defense, we read in the 
paper about the insufficiency of petroleum products. 

In particular it is my understanding there is just barely enough at 
this time to run our very much diminished Navy. Suppose we were 
called upon in the interest of national security and to maintain the 
peace to demothball some of our ships and suppose we get 70 air 
groups, which is my devout hope, what are you going to do? 

ECRETARY KRuG. We would immediately have to ration fuel oil 
and gasoline. We found out after the trial that all other schemes were 
of no avail. The other alternative is to cut down on the demand 
where you can cut down \vithout hurting people. 

'Ve have to do that immediately, if we have a substantial increase 
in the military requirements. 

At the present time they are running about 4 percent of total 
consu1nption. During the ·war at one time I think they were up to 
~~ and 33 percent. 

1'Ir. LoDGE. In other words, with a certain amount of sacrifice on 
th part of the American people, and they have always been \villing 
to n1ake sacrifices, and with sacrifices that would not be too painful, 
w could still expand our armed forces, even \Vithout substantial 
imports of petroleum products? 

' ' T tary KnuG. We \Vould have to do a more drastic job of ration­
ing th n w did during the war, if we had to carry on any major d fense 
op rations. 

~lr. LoDGE. It could be done? 
,' ccr tary }~RUG. Yes. 
11r. LoDGE. I am very glad to hear that, sir. Thank you very 

much. 
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11r. VoRYS. Are there any other questions? 
~1r. MANSFIELD. 11r. Secretary, the question I had in my mind 

was answered on my arrival here by the questions put to you by my 
colleague, 11r. Jackson, relative to our own national resources. 

However, there has been some talk here about petroleum. Could 
you give us, offhand, if you can, the amount of petroleum and petro­
leum products which we are exporting now, and the amount we are 
importing? 

Secretary KRuG. Yes. At the present time, taking the past year 
as an example, we exported about 450,000 barrels a day to all 
countries, including Canada, and we imported about the same amount. 
That is gradually shifting so we are importing a little more than we 
are exporting and in the current year we would expect to import 
about 24,000,000 barrels in excess of what we export. 

So the imports are gradually working up and the exports have 
been gradually working down. 

Mr. MANSFIELD. Is it true that as far as our Navy and armed 
forces are concerned, outside the continental limits of the United 
States, that they receive the major portion, if not all, of the petroleum 
and petroleum products which they need from either the Middle 
East or from South America? 

Secretary KRUG. They use large quantities from the Middle East 
and South America. 

Mr. MANSFIELD. So consequently there is the least possible strain 
upon our oil economy under the circumstances? 

Secretary KRuG. Yes. Military requirements, as I mentioned, 
amount to 3 or 4 percent of our total oil consumption, as against 
32 percent during the war. 

Mr. MANSFIELD. But most of the military consumption, especially 
in the Navy, is brought in from outside sources, and in the western 
Pacific, it all comes, I believe, from the Persian Gulf area? 

Secretary KRUG. I believe that is right, but I would not be certain. 
I am told that is right. 

Mr. MANSFIELD. The point I wanted to make is that as far as the 
Government is concerned, we are trying to do everything we possibly 
can to see that all the oil is retained in this country for the us of its 
civilian population and its industries? 

Secretary KRUG. Yes, we have been doing everything possibl with 
the limited authority we have. 

The industry on its own has been doing, I think, a very r markahle 
job, when you figure the consumption in this country has almost 
doubled per capita since before the war. 

They have kept abreast of it. Everybody is shifting from coal to 
an oil burner, and naturally you cannot get new oil wells, new re­
fineries, new pipe lines overnight. 

Mr. RICHARDS. Mr. Secretary, what part of our imports now- not 
talking about what the Navy uses, but imports for organiz d com­
mercial transactions in this country-· com s from the Middl Ea~ t? 

Mr. LEvY. Practically nothing. Mo t of it com s from Latin 
America. 

Mr. RICHARDS. Where do most of the imports in oil com from? 
Secretary KRuG. Practically all of it from Latin Am rica and the 

Caribbean area. 
Mr. RICHARDS. That is all. 
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~lr. MANSFIELD. That is all. 
~fr. VoRYS. Mr. Secretary, I want to thank you and to apologize 

for this in-and-out performance which was not of our doing but because 
of roll calls. You have been very good-natured and patient in taking 
part in this chain reaction around the table here. 

Secretary KRuG. Thank you. I had a very pleasant afternoon. 
Jdr. VoRYS. There will be a short executive session of the committee 

as soon as we have the room to ourselves. 
(Whereupon, at 4:30 p. m., the committee went into executive 

session.) 
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