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UNITED STATES FOREIGN POLICY FOR A POSTWAR
RECOVERY PROGRAM

WEDNESDAY, FEBRUARY 4, 1948

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

The committee met at 10:30 a. m., in the Foreign Affairs Com-
mittee Room, United States Capitol, Hon. Bartell J. Jonkman (acting
chairman) presiding.

Acting Chairman JoNkMaN. The committee will come to order.

Our witness this morning is Mr. J. A. Smith.

You may proceed.

STATEMENT OF J. A. SMITH, NORTHWEST HORTICULTURAL
COUNCIL, WENATCHEE, WASH., ACCOMPANIED BY HON. HAL
HOLMES, A REPRESENTATIVE IN CONGRESS FROM THE STATE
OF WASHINGTON

Mr. J. A. SmitH. I am very glad to appear before this committee
for it gives me the opportunity of bringing to your attention a problem
of unusual importance—the problem of a branch of agriculture whose
products, before the war, ranked ninth in importance among all
United States exports.

I am a member of the board of directors and of the executive com-
mittee of the Northwest Horticultural Council. The council is a
nonprofit corporation organized under the laws of the State of Wash-
ington. Its membership is as follows: Washington State Apple
Commission; Wenatchee Valley Traffic Association; Yakima Valley
Traffic Association; Hood River Traffic Association; Rogue River
Valley Traffic Association.

The member associations are composed of growers, individual ship-
pers, and shipping firms, sales organizations (mcludlng grower sales
agents), growers cooper ative organizations, fruit distributors and
exporters of deciduous fruits produced in and shipped from the States
of Washington and Oregon. The council represents, and in appearing
before this committee I speak for, the growers and shippers of prac-
tically 100 percent of all commercial apples grown in the two States
and in excess of 90 percent of all commercial deciduous fruits grown
in those States. Total annual production of deciduous fruits i the
States of Washington and Oregon approximates 1,380,925 tons grown
on approximately 147,625 acres of orchard, which pmductlon has an
aggregate farm value avel aging in recent years approximately $125,-
000,000 annually.
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Apple production in the States of Washington and Oregon equalled
this year, and normally equals, approximately one-third of total
United States commercial production. The States of Washington,
Oregon, and California account for almost all of the Nation’s export
production of fall and winter pears.

I am also vice president of Gwin, White & Prince, Inec., Seattle,
Wash., who are sales managers for the Wenatchee-Okanogan Co-
operative Federation, this country’s largest organized group of apple
producers.

THE INDUSTRY'S PROBLEM

The fresh apple and pear industry is typical of the class of agri-
cultural production which has an historical record of dependency
upon foreign markets. This and like industries have been seriously
and unfavorably affected by the loss of such markets. I am confident
the committee will agree that, with respect to commodities in surplus
in this country—and appropriate for use in foreign-aid programs—it
is desirable to consider the problems of the domestic economy in con-
nection with the implementation of the United States foreign-aid
programs.

Our industry is convinced first of all that, in rendering aid to foreign
countries, normal channels of private trade should be used to the
greatest extent possible. Furthermore, we believe that in deter-
mining kinds and quantities of agricultural commodities to be fur-
nished foreign countries under United States aid programs considera-
tion should be given to (a) the needs of the participating countries as
expressed in the initial published report of the Committee of European
Economic Cooperation; (b) the availability of such commodities in
the United States; (¢) the historic reliance by the participating coun-
tries upon imports of such commodities and the dependency of the
United States producers of such commodities upon the markets of
participating countries.

While the statements I shall make here refer particularly to the
problems and prospects of the fresh apple and pear industry of the
Pacific Northwest, it must be borne in mind that our area’s position
is not unique. Other horticultural products produced throughout the
United States—relatively few in number but important to the main-
tenance of a well-balanced United States agricultural economy—
which have a record of export market development and dependency,
are being similarly affected by the loss of their foreign markets. For
example, the problems of the citrus, grape, and dried-fruit industries
also are probably well known to this committee.

As I mentioned previously, the problem is of unusual importance
on a national basis as indicated by United States Department of
Commerce figures showing that, before the war, exports of horticul-
tural products from this country ranked ninth in importance among
all United States exports. These products now represent the deflated
branch of the agriculture family.

The industry’s problem is in the existing and increasing oversupply
of horticultural products available for United States markets, result-
ing from (a) loss of substantial prewar export markets, (b) materially
increased production of United States horticultural products, both
fresh and processed, with promise of further increases, and (¢) 1m-
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ports—principally apples from Canada and pears from Argentina.
All of these conditions jeopardize our industry’s economic stability.

The European nations which will participate in the prospective
recovery program have indicated their needs for large quantities of
fresh fruits. For example, the technical report of the Committee of
European Economic Cooperation indicated the need for imports of
fresh fruits. Furthermore, commodity reports prepared by the
Departments of State and Agriculture indicate the plan to export to
the European countries substantial quantities of fresh fruit. This
makes sense. It is consistent with the known needs of such countries
and it is essential to the economic health of the domestic fresh fruit
industry. '

The fresh apple and pear industry of the Pacific Northwest is
dependent upon export markets which were deliberately and con-
sciously developed as an integral part of the entire industrial program.
This position is adequately substantiated by records of the Depart-
ment of Agriculture, going back several decades.

Prewar, the Pacific Northwest exported 28 percent of its entire
production of apples and 44 percent of its production of fall and
winter pears. During and since the war increased national produc-
tion of many types of horticultural products, both fresh and processed,
has intensified our need, at least to regain our prewar export accom-
plishments. Although the largest increase in production has been in
citrus fruits, nevertheless, all fruit products compete for consumer
preference in the United States domestic markets.

Adding to the burdensome supply problem in United States markets
are substantial imports of Canadian apples and Argentine pears
whose cost of production are appreciably less than those prevailing in
the United States. Entry of these competing supplies into the
United States market is permitted under most favorable terms to both
Canada and the Argentine. Imports from Australia, New Zealand,
and Chile constitute a potential addition to supply.

As a result of all of the foregoing, I might add parenthetically the
Department of Commerce has rocontlv puhhshod information that
domestic production of fresh fruit is 51 percent—greater than prewar
our industry must not only immediately reestablish the volume
exported prewar but must increase that volume in direct proportion to
expanded United States supply.

Since the Pacific Northwest fruit industry first came into commercial
production early in the present century, foreign marketing has been a
deliberate (levolopment Markets abroad have been created by
private enterprise with the use of private capital. Many of us have
spent considerable time and money abroad. World markets having
been established by that means, and having provided an outlet for an
important portion of our crops, the industr v has come to depend upon
these outlets for its economic survival. Such markets have never
been used as surplus dumping grounds but have been an integral
part of the industry’s world-wide distribution. Whether we are ~»«vllmg
to Chicago, Dallas, Paris, or Stockholm, our basic prices are the
same, f. 0. b. car elnppmw point.

Our orchards have been set out, packing plants and told storage
warehouses built, and all of the mlunpmvnt incident to horticulture
and preparation for market have been attuned to the accomplishment

George C. Marshall Foundation, Lexington, Virginia




876 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

and the reasonable expectancy of disposing of a substantial portion
of each crop abroad.

As orchard crops are the result of long-range planning, measured
in terms of decades, and cannot therefore be adjusted to fluctuating
demand, as 1s the case with annual crops (potatoes, onions, and so
forth), our problems of oversupply are vastly intensified. As a
matter of fact a grower in the Northwest is unable even to ignore his
orchards and let further production await an improved market.
Unless an orchard is properly maintained it becomes a source of
infestation to the neighboring orchards. Therefore, Washington and
Oregon State horticultural laws require the destruction of orchards
which are not maintained. It takes 10 to 15 years to replace an
orchard.

The entire Northwest industrial investment has been based on
continued world demand.

During the war years when it was also impossible to export, the
United States Government bought annually for the armed services
and for lend-lease quantities of fresh fruit which largely offset the loss
of prewar exports. Such purchases have now, of course, been almost
entirely eliminated.

Yet, presently, export markets are virtually nonexistent.

The reestablishment of exports of fresh horticultural products in
some future year after attainment of European recovery will be of
little avail to United States producers, if in the meantime economic
maladjustments, arising from loss of export markets, result in disinte-
gration of the industry.

It appears to be universally recognized that reciprocal trade agree-
ments now in effect, and those bemg negotiated, cannot be 1mple-
mented until the world’s economic a,tmospherv has improved con-
siderably. The type of free, private trade envisaged in such agree-
ments cannot be achieved until or unless dollar exchance difficulties
are overcome. Thus it appears that a long period will pass before
such circumstances prevail, unless something is done to overcome
the foreign-exchange dlfﬁcultv

Our lIldllQ.'[I‘V cannot await the gradual working out of the foreign-
exchange situation. Export markets are needed immediately. For
lnstance notwithstanding the prevailing record high United States
natlonal income, our producl‘S—as a result of the (lantrorouslv inereas-
ing supply position and loss of export markets—are under severe
price pressure. Already growers’ productions are being forced into
liquidation at seriously discounted prices—in fact below the actual
current cost of production. Already the industry has been forced to
ask for, and has been fortunate in receiving recently, piecemeal
support and diversion assistance under emstmcr price-support legisla-
tion. For example, apples and pears have been purchased under the
school-lunch program. A diversion program has been undertaken
for pears. Dried fruits have been purchased directly by Commodity
Credit Corporation for price-support purposes. And these are not
the only examples.

In addition, fresh fruit produced in soft-currency countries is find-
ing its way 1nto European markets under private trade conditions.
Supplies of fresh fruit available in such countries are by no means
adequate to meet the need for fresh fruits as indicated in the techni-
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cal report. Nevertheless, the commerce in fruit from the soft-cur-
rency countries is enabling such countries to establish firm markets
in European countries, which markets have traditionally looked to
United States sources for their supply. If no United States fresh
fruits find their way into European markets for a period of years it will
be difficult, if not impossible, later to regain our normal prewar posi-
tion in such markets, without which our industry cannot survive.

PROTECTION OF UNITED STATES AGRICULTURE

Having an established record of export business and a dependency
upon export markets, our industry is confronted with the need of
immediate assistance in reestablishing its export outlets pending the
return of economic conditions abroad which will permit resumption
of normal private trading.

I am certain this committee will agree that the maintenance of a
properly balanced United States agricultural economy is deserving of
consideration at least equal to that given European recovery—par-
Eiculgrly when the two goals can be concurrently attained with mutual

enefit.

ADAPTABILITY OF FRUIT TO THE EUROPEAN RECOVERY PROGRAM

For the reasons I have outlined to the committee, I am confident
the Congress will recognize the necessity for including in the legisla-
tion activating the ERP, a provision requiring that all wholesome
agricultural commodities in ample supply be included in relief pro-
grams—and the further necessity for making such commodities avail-
able through private trade channels to the greatest possible extent.

The cost of including fresh fruit in prospective relief programs will
be relatively modest. Fruit has not contributed to the inflationary
spiral—actually it is selling at prices considerably below a year ago.
Use of fresh fruit can reduce to some extent the heavy inflationary
pressures upon other commodities now included in relief programs,
If, for instance, pressure on grains and related commodities could be
reduced, lower grain costs resulting from the substitution of other
foods doubtless will result in a net saving to the United States Gov-
ernment and to the United States population in reduced costs of
living.

Again, T feel that I should emphasize to the committee that the
failure to use fresh fruit in our foreign-relief programs will merely
result in further expenditures under existing price-support legislation.

Fruit is a dietary asset. The United States Department of Labor
includes apples in the cost-of-living statistics. That United States
fresh apples and pears are a necessity to a well-balanced European
diet is substantiated by large purchases made by European nations
prewar—nations whose productions of fruit are demonstrably inade-
quate for their local needs. This position is further substantiated by
the fact that in the season 1946-47 the British Government purchased
a large volume of fresh apples in this country for governmental dis-
tribution (in the Government’s basic food program) in the United
Kingdom and released further large amounts of dollars for the purchase
of United States fresh pears.
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PROCESSED FRUIT AN INSUFFICIENT ANSWER

Dried apples and pears account for a negligible part of our pro-
duction, and exports of dried fruits to the exclusion of fresh fruit have
never solved and will not now solve, our problem. The industry is
geared to the production and distribution of fresh fruit. The quan-
tity diverted to processing has been insufficient to influence the fresh
fruit market. Expansion of processing equipment is impractical
marketwise.

TRANSPORTATION

Transportation is available for the carriage of fresh fruit. Many
refrigerated lines which participated in the prewar movement of fruit
from the Pacific coast to Europe have returned to service. Re-
established services are likewise available from east-coast and Gulf
ports to Europe. Transportation is no longer a problem.

Some feeling has been expressed that transportation and other
distribution facilities in the European countries are presently inade-
quate to handle the marketing of fresh fruits. This is denied by the
fact that substantial quantities of fresh fruits imported from soft-
currency countries are being handled and dispatched through private
trade channels in the Europca.n countries today.

MECHANICS

As I have mentioned previously, in currently effective legislation,
the Congress has made provision for substantial administrative and
financial assistance to domestic agricultural industries suffering from

marketing difficulties. Furthermore, the Congress has provided and
unquestionably will continue to provide aid in the form of com-
modities, services, and credit to assist foreign countries in the re-
habilitation of their war-devastated economies. These are two
distinct governmental programs, but the desirability of coordinating
them is too clear to require elaboration. If, in connection with these
programs, our Government will make av ailable to foreign countries
dollar exchange to be used in the purchase of surplus domestic agri-
cultural commodities by private traders abroad from private traders
in the United States, the purposes of each program will be advanced.

To the extent that private trade with European countries is not
possible or to the extent that such private trade does not relieve the
domestic surplus situation created by conditions I have described to
the committee, price support purchases under support programs must
necessarily be invoked. However, even in these c1rcum<;ta nces, sur-
plus agricultural commodities w hich are appropriate for use in forelgn-
aid programs and which are purchased by Government agencies should
be used in our relief programs.

Allocation to participating nations can be arranged by the utiliza-
tion of existing trade-agreement machinery by continued cooperation
between the Office of Forelgn Agricultural Rela,tlons of the Depart-
ment of Agriculture and the State Department in negotiating agree-
ments with foreign countries. There is a good basis for working out
agreements with foreign countries as to the kinds and quantities of
agricultural commodities to. be made available to them, and the sea-
sonal shipping schedules for such commodities. By these means, we
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can, with facility, arrange with foreign countries for the acceptance of
our fruit as a part of our relief program, in months when such coun-
tries historically purchased our fruit.

CONCLUSION

Our p051t10n therefore, is that fresh fruit has a rightful place, as
demonstrated by the 1'9(301'(1 in European diet and that the request
of our industry for inclusion in food-relief programs is appropriate,
fcir lljcl)vdsuch inclusion two major goals will simultaneously be accom-

ishe

(@) The protection of a leading United States agricultural industry,
which has a record of plwately created export accompllshment and
dependency, will be maintained throughout a period of temporary
jeopardy without serious impairment ; and

(6) In accordance with their traditional requirements, the European
nations will be assured of a better-balanced diet.

Acting Chairman JonkmaN. Thank you very much.

JudO'e Kee, have you any questions?

Mr. “Kzee. I have no questions, Mr. Chmrman

Acting Chairman Jonkman. Mr. Vorys?

Mr. Vorys. Are you familiar with the so-called Anderson amend-
ment which was put in the interim-aid bill?

Mr. J. A. Smrre. Yes.

Mr. Vorys. Is that amendment one that would take care of the
situation mentioned if it was put in this law?

Mr. J. A. SmitH. We do not feel that the caloric measurement
there is an appropriate yardstick. We do feel that so far as the
principle of the amendment is concerned, the arrangement by which
the Commodity Credit Corporation can handle such commodities as
are supported by them, is a good one.

Mr. Vorys. I do not get what your specific suggestion is, Mr.
Smith.

Mr. J. A. Smita. Do you mean in connection with the mechanics?

Mr. Vorys. Yes. I do not understand exactly what you want
us to do.

Mr. J. A. SmitH. We feel, as indicated in the delivery of this position,
that fresh fruit can appropriately be included. It can be appropriately
included because it has advantages in connection with diet and the
machinery is available for the arrangement of agreements between
countries’ which can be closed with considerable fuuhty

Insofar as the inclusion of fresh fruit and the detailed mechanics
are concerned, part of that will depend upon the position of the
Commodity Credit Corporation bill, Senate 1322, with regard to re-
vision of the charter. Apparently, ‘the Commodity C redit Corpora-
tion is in a position to do some of this, just as they did under the
Anderson amendment. The chief diH‘i(zlllt.y of the Anderson amend-
ment is that it makes no provision for private trade in connection with
fresh fruits or any other commodities, which is the only manner in
which our commodities can be handled with any efficiency.

Mr. Vorys. What is in the way of your program to make arrange-
ments by way of private trade to finance the sale of fruit?

Mr. J. A. Smita. The lack of currency or dollar exchange abroad.
We are sure that the market exists.
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Mr. Vorys. Why can you not finance it and carry the deal untjl
they get the dollars?

Mr. J. A. Smite. Do you mean as individual shippers and pro?
ducers? :
- Mr. Vorys. As an organization?

Mr. J. A. SmrrH. As an organization, the Northwest Horticultural
Council, they are not established for such a procedure.

Secondly, as individual producers and members of the Council,
they are not financially or otherwise equipped to carry foreign exchange
on a private basis. Their costs are high, their income is low.

As I mentioned in the report, we have reached a price support
position, unfortunately.

Mr. Vorys. Thank you.

Acting Chairman JoNkmaN. Mr. Jarman?

Mr. JArmaN. No questions.

Acting Chairman JonkmaN. Mrs. Bolton.

Mrs. Borton. You have mentioned the dollars as being the prob-
lem. You say there are plenty of refrigerator cars in this country.
What happens when you reach the sea? Are there refrigerator ships?

Mr. J. A. Smira. With regard to ocean transportation from United
States ports to Europe?

Mrs. Borron. How is it done on the ships?

Mr. J. A. SmrtH. In refrigeration, and normally from the Pacific
coast via the Panama Canal.

Mrs. Borron. It goes all the way by ships?

Mr. J. A. SmitH. Yes.

Mrs. Borron. You have no lack of ships?

Mr. J. A. Smrra. The alternate route is across the country to one
of the east coast or Gulf ports and then by either refrigeration stow-
age, or what we call ordinary stowage, to the destination.

There is no lack of shipping. That was our problem a year or so
ago.

Mrs. Borron. What ships came back?

Mr. J. A. SmitH. A good many ships which had established their
lines before the war, on both coasts, have returned to service, both
United States and foreign lines.

Mrs. Bouron. What is it that keeps fruit out of the calorie diets
of which we all speak, 1,800 and 3,200 and so on? Why is fruit not
included and what is its caloric value?

Mr. J. A. Smrra. I am sorry, I cannot answer that technical ques-
tion.

Mr. Vorys. Would the lady yield?

Mrs. Borron. Yes.

Mr. Vorys. I think the proposition that has been put to us is,
when you are facing starvation, you have to use your available money
to get calories, and the principle of the Anderson amendment was to
use fruit as a caloric fulfillment insofar as it was available, because
when people are starving, neither they nor we can afford to give them
the nice, well-rounded diet that would be desirable.

Mrs. Borron. Thank you, Mr. Chairman.

Mr. J. A. Smrra. 1 think I best expressed our problem when I
mentioned adaptability of fruit to the ERP.

Mr. Vorys. You are speaking of the maintenance of a properly
balanced United States economy, that it is deserving of consideration.
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That is certainly true. However, any element of an economy which
cannot support itself raises a question of whether it is in proper bal-
ance. Of course one of the things that must be considered is that if
your industry is one that cannot support itself without Government
crutches

Mrs. Bouton (interposing). Would the gentleman yield at that
point?

Mr. Vorys. Yes.

Mrs. BorTton. The reason the industry finds itself in this situation,
is that that export trade was built up very largely at the encourage-
ment of the Government, to get more trade, and therefore it is the
first time that we have had brought to this table the situations in
which one of our industries finds itself because of the lack of export
trade.

Does that not account for the need of help?

Mr. J. A. Smita. That is our essential difficulty.

Mrs. Borron. If there were some way to include a certain amount
of fruit in our shipments, you would rather do it as private firms,
would you not?

Mr. J. A. SmitH. Yes, that is so.

Mrs. Bouton. Selhncr it to private firms abroad?

Mr. J. A. SmitH. Yes. The British Government, when it pur-
chased fruit last year through the British Food \IlelOD in order to
distribute 1t plopvllv thIOllU‘h the British Isles, used the facilities
available to them in private trade channels. That is the most adapt-
able manner in handling fruit.

Mrs. Borron. When those countries have dollars, this would not
be something that would automatically return?

Mr. J. A. Smrta. This is a temporary stopgap measure. I am glad
you raised that question because it has been previously raised “We
are assured by our private trade connections abroad that a demand
exists for our fruit. We are certain we have the fruit of the specifica-
tions which they want. We are sure of our transportation position.
We have all of the elements that are available to both give Europe
what it wants and assist our industry in this temporary period of
jeopardy, except for the dollar exchange.

Mrs. Bouron. I think it is a most interesting question and one I
am sure the committee will want to consider from every angle possible.

Mr. Houmes. Without violation of protocol, could I make a state-
ment?

Acting Chairman Jonkman. We will be very glad to hear from you.

Mr. Horumes. To sum this up a little, we have been up against some
very difficult conditions in the Pacific Northwest with fruit, and to
show you how important the export markets are to the fresh fruit
industry of the Pacific Northwest, we have today, in the export
grade of apples alone, a backlog of 4 ()0() or 5,000 car loads.

It was so severe, untll we Unt some ﬂqm%tum e from the Commodity
Credit (‘OIpmatlon on the school-lunch program, that was put out
last week—an expenditure not in excess of $2,400,000 for export-g rade
apples, that we were practically faced with the condition of dumping
this fine fruit.

Twenty-eight percent of our apples—around 44 to 45 percent of our

pears—find their normal channels in export alone.
Mr. Vorys. Where to?
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Mr. HoLmEs. To all the northern European countries. Even in
the face of this stringency, Sweden, facing a very severe condition of
dollar exchange

Acting Chairman JONKMAN (interposing). Is that the normal per-
centage now?

Mr. HoLmes. Those were the prewar percentage.

The devastated conditions in Europe have just obliterated our
export markets. KEven in the face of these severe conditions in dollar
exchange, Sweden has just recently entered the market for export-
grade apples to the amount of around $1,500,000, thinking it is neces-
sary for their diet.

The loss of these export markets is the thing that is causing this
devastating condition in the fresh-fruit areas of the Pacific Nrothwest.
It is the over-all problem that they are trying to put before your com-
mittee, that in order to sustain themselves, Conﬂrcquan Vorys, which
they have been able to do in ver v good shape w 7ith the normal channels
of export open to them, if they could again come into the relief program
through private sources, to help establish their export markets, they
are in turn perfectly _apab](l of standing on their own two feet. ‘How-
ever, it is with this tremendous impact of the loss of export markets
that has thrown their position into a very serious situation. That is
the point I think, Mr. Smith, who is one of the very able and out-
standing men in this field, is tlvmtr to put across to the committee;
the reestablishment of these channels of trade which are : normall}r,
into France, the Netherlands, Denmark, England, Sweden, Norway,
and those countries, and Germany previous to the war. They in turn
can handle their own problem but with the loss of that and with the
great Kuropean relief programs coming up, they want to reveal what
the situation-is they are facing. These normal prewar channels of
trade will not be open to them. You see the military has practically
ceased taking any large volume which offset the loss of these export
markets during the war.

Mrs. Borron. Is it not a very vivid picture of the complete dove-
tailing of the lives of humans from one country to another? We are
dependent upon export, not only with fruit but with other things.
This is a very vivid moment of clarification, to perhaps some of those
who feel we could be seli-sustaining with such ease. 1 just throw that
into the discussion, Mr. Chairman.

Acting Chairman JonkMaN. Mr. Smith said that after the begin-
ning of the war, you lost your foreign export market, and that it was
supported to a great extent by sales to the armed force%

How long did that carry you, through 1945 and 1946, so that you
had one season? How long has that nnpact been felt?

Mr. J. A. Smita. That impact has reached its peak within the past
2 months.

To answer your question specifically, the buying for the military
ceased when we reached the full period of demobilization, that is it has
almost ceased. Some fruit in very small quantities is still being
bought by the Quartermaster Marketing Centers, but the amount is
mqwmhc‘mt

Insofar as lend lease is concerned, I am sure the committee knows
when that stopped.

Last year we were able to maintain a portion of our export position
by reason of the fact that Great Britain purchased some of our fruit
in rather substantial quantities.
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Certain markets, such as Sweden and Belgium, were able to buy
our fruit because thev had dollars available. The dollar exchange
position has deteriorated in all of those countries which are our
principal markets, with the result that we find ourselves in exactly
the position I have stated.

Mr.-Keg. I think we can all appreciate the situation your pe ople,
the fruit growers in your State, are facing, and that it needs remedy-
ing. How ever, the bill before us is not one to open up the markets
again of Europe

“I understand what you are after here is to have a provision incor-
porated in this bill either authorizing or requiring the Administrator
of this program, in the event the program is established, to purchase
in the markets, quantities of fruit to supply these Luxopeau partici-
pating countries; is that correct?

Mr. J. A. Smita. That is correct.

Mr. Kee. Now, the bill as presently written does authorize the
Administrator to purchase all commodities he deems necessary or
appropriate, to carry out the purposes of this Act.

As I understand it, it is your idea we should incorporate in the bill
either authorization or requirement that the Administrator purchase
fresh fruit; is that correct?

Mr. J. A. Svrre, That is right, with one or two additions. First,
that authorization should, in our opinion, contain a provision for
private trade. That is very important. That is an important ele-
ment in the reestablishment of our business abroad, which we hope
will be reestablished as quickly as the European recovery plan meets
its goal.

Mr. Kegg. Please explain what you mean by ‘“Private trade.” 1
take it the Administrator would purchase this fruit through the ordi-
nary channels.

Mr.J. A. SwmirH. I think I understand your question clearly.
By “private trade,” we mean trade between individual producers or
exporters in the United States, with individual importers in the
markets abroad.

The purchase by our Government is desirable but an alternative
to their assisting us in returning to trade between individuals. As
I have stated, to the extent that reestablishment of private trade
between lndlwduals in this country and individuals abroad does not
meet the requirements of the industry in replacing its lost export
markets, then purchases by our Government should and will doubtless
help fill the gap.

It will do the industry little good in one respect—that respect
being the return of our traditional trade with our established buyers
abroad who best know us, and are the ones who will support us most
consistently, if, for o\amplv our Government should buy from us in
bulk, or in larrm quantities, and then re-sell or give away or otherwise
dispose ' of such fruit to foreign <fowrmn(\uts as such—purchasing
missions or any of the other means which are not the private operation.

Neither this Government, I am sure, nor the governments abroad,
are capable of handling fresh fruits with the facility of the puvnbe
trade channels.

Mr. Keg. Do I understand you to mean that our government should
purchase through your agencies abroad?

Mr. J. A. Smira. There is a provision in the Administration’s bill,
and I think Mr. Herter’s bill, for the establishment of eredit abroad.
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There are certain other references to what used to be called grant-
in-aid portions of the program. They are now referred to, I think.
“without specific procedure for repayment,’” or something like that.

Our suggestion is this, subject to refinement, that these credits be
established in dollars abroad, with various countries which enter into
agreements with the United States, which agreements will have been
concluded with the use of existing trade agreement machinery, the
Office of Foreign Agricultural Relations, the State Department, and
so on, just as the Swedish agreement was made last June.

It is easy to make the arrangements between two countries, par-
ticularly when there exists, as with us, a long record of historical
shipments month by month to these countries which are involved.

Let us say the Government of Sweden enters into an arrangement
with the Government of the United States, by which Sweden would
agree to issue import permits to the extent of a million boxes of apples
and pears, meaning that Sweden would permit the entry into the
Swedish fruit market of such a quantity.

The procedure thereby would be that after the permits are issued
to the individual Swedish importers, with reference to their historical
importance internally in Sweden, that they could then get in touch
with their traditional connections in the United States, who would be
able to quote them prices on our fruit.

There is one missing link. The Swedish Government would have
no dollars.

It is the suggestion, subject to further refinement, that by some
means—possibly the establishment of these credits—the dollar gap
would be filled, in the reestablishment of private trade, by a designated
Government agency supplying dollars, thereby permitting the return
of all of the methods that we have known historically in private
trading.

Mr. Keg. Thank you.

Mr. Vorys. I wonder if you studied the guaranty provision of the
Administration bill which would guarantee the ultimate repayment of
your dollar advances in dollars, or whether that would completely
cover your problem?
~ If you have not studied it, I do not want you to take time to study
1t now.

Mr. J. A. Smita We have not studied that.

Mr. SmrtH. The question I had in mind was very ably presented by
Judge Kee. I have but one question:

What percentage of your crop, Mr. Smith, would be absorbed in
this kind of a program, do you think?

Mr. J. A. Smrta. Of our crop in the Pacific Northwest?

Mr. SmiTH. Yes.

Mr. J. A. SmrtH. In order to avoid asking for price support, we
require the return of our prewar export accomplishments, so the
combination of price support and the inclusion in ERP is suggested.
The combination of price support and inclusion in ERP, or entire
inclusion in ERP, or an entire price support, would cost the Govern-
ment no more money either way. But to answer your question
specifically—28 percent of our apples and 44 percent of our pears.

Mr. Smita. I am sure the committee would like to have any recom-
mendations you might have with relation to the specific provisions to
be placed in the bill to meet your problem.
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Mr. J. A. Smrra. Thank you kindly. I would appreciate the oppor-
tunity of doing that.

Mr. SmiTH. That is all T have, Mr. Chairman.

Acting Chairman JoNkmaN. Mrs. Douglas?

Mrs. DoucrLas. What percentage of your crop is consumed by the
domestic market?

Mr. J. A. SmitH. The bala,nce Mrs. Douglas. Werexport 28 per-
cent of our apples and 44 percent of our fall and winter pears. It
would be 72 percent apples and 56 percent on pears.

Mrs. Dougras. During the war, part of the domestic supply was
bought by the Army?

Mr. J. A. Smrrh. Yes; and lend-lease.

Mrs. Doucras. Has there been any fluctuation in the domestic
market?
hMr. J. A. SmiTH. Yes, quite definitely downward since the end of
the war.

I would like to correct that statement. The fluctuation downward
has occurred during the present season, due to the lack of our export
markets this year, even to the extent that we had them last year.

Mrs. DouvGras. I do not refer to your export markets, but to
your domestic market.

Mr. J. A. Smita. The domestic market has tended downward to a
point where we are now selling all specifications of apples and pears
at below cost of production.

Mrs. Dougras. Since when has this curve started downward?

Mr. J. A. SmrrH. The curve started downward in October of last
year.

Mrs. Dougras. That is October of 19477

Mr. J. A. SmirH. Yes.

Mrs. Dovucras. Can you account for that downward curve in
any way?

Mr. J. A. Smira. Last year we were exporting. We exported sub-
stantial quantities both to Sweden and Belgium when they could buy
from us. We exported large quantities of apples, pears, and grapes
to England, when England had dollars under the British loan.

Mrs. Doucras. I understand that, but I am asking you about the
domestic consumption of apples and pears. Has there been a falling
off in the domestic market in the United States?

Mr. J. A. SmirH. Yes.

Mrs. DouGras. Now, the figure in 1947 was the beginning of the
falling off of the domestic market. In other wor ds, the pooplL of the
United States are not buying as much fruit as the} did last year in
October 1947.

Acting Chairman JongmaN. Do the imports from Canada and
Argentina emphasize that situation?

Mr. J. A. Smira. That is true, they do emphasize it.

There had been a falling off in the domestic price of fruit. It is
difficult to say that there has been a lesser consumption of fruit in
the United States, but as I mentioned in my report, the supplies of
fruit in this country are increasing.

Mrs. Doueras. That is because your exports are falling off,
you do not know whether the actual consumption of pears and ap plos
18 less at the moment?
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Mr. J. A. Smrra. We have both an increasing production of fresh
fruit in this country, including citrus, and the lack of exports, and
imports that I have been discussing, which add to our problem. TItis
not a quantitative matter, in any specific commodity we are talking
about. It is a matter of the total supply of fresh fruits. They all
compete for the same market.

Mrs. Dougras. It seems to me thak rising prices may very well
tend to cut down the consumption of fruit. If your money is used
up buying meat and potatoes, of course, you can’t buy apples, grape-
fruit, and oranges. We know that from our own State where we
raise so much citrus fruit.

I wonder if you have anything to say on that?

Mr. J. A. Symita. We call ourselves thée deflated branch of the
agricultural economy.

Mr. Javirs. Mr. Smith, could you say what you would like to see
done with this Knowland-Anderson amendment, to change it to cover
your situation?

I do not mean for you to do that now but perhaps you could draft
it up and let us have it.

Mr. J. A. Smita. I would like the opportunity to do that.

Mr. Javirs. Would you tell us also whether it would be eco-
nomically feasible for these European countries who are now getting
soft currency apples and pears, to get yours?

In other words, would they be spending much more in dollars than
they would be spending in soft currency?

Mr. J. A. Smita. No; and it is for this reason. We envisage a
type of trading agreement which would doubtless have to include,
as one of its terms, the foreign recipient government’s agreement with
regard to maximum ceiling sales price. That is necessary, almost,
to protect its own agriculture in countries abroad.

Mr. Javirs. You feel you can compete in a country that is going
to be aided, like France. You can compete for the apple market in
France against other countries in the 16-nation group? Your price
is low enough for that purpose? -

Mr. J. A. SmitH. Yes; we can. As a matter of fact, in terms of
franecs, we are told there are astoundingly high prices being paid for
local-grown French fruit.

Using the example of France, our proposal here would be con-
sistent with the policy of deflation in France, because it would be
supplying more goods into that market.

Mr. Javits. Would you be able in your community to get together
sufficient capital that you could give long-range credits to the European
countries whom you desire to have buy your products, if those long-
range credits were guaranteed, so the people who put up that money
would still get their money back but it would be on a long-term basis
of say 5 or 10 years? Could you get that kind of capital in your
State or on the Pacifie coast?

Mr. J. A. SmitH. No; we could not. The character of the fruit
business, particularly in the area I am describing, is one of groups of
small growers. The average acreage is around 10 acres. The grower
has no capital.

Mr. Javirs. Could these cooperatives raise enough money col-
lectively to finance long-term eredits if there were a gum'&flty S0
there would be no question about the money being good?
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Mr. J. A. Smira. Their position is being jeopardized just as is the
position of the individual grower. They are hard-pressed at the
moment by this market situation. They have no money for such
purposes.

Mr. Javirs. They could not raise it from banking sources?

Mr. J. A. Smira. No. _

Mr. Javirs. I notice you placed emphasis on what you call private
channels or private trade.

Mr. J. A. SmiTH. Yes.

Mr. JaviTs. Is there some alternative?

Mr. J. A. SmitH. Yes; Government trading or State trading.

Mr. JaviTs. That is State trading in these recipient countries?

Mr. J. A. SmitH. The alternative is State trading.

Mr. Javirs. Is it true that these apples and other items would be
bought from you by foreign governments?

Mr. J. A. Smits. That is not our suggestion of the way to solve
the problem. We suggest that the foreign governments, after making
agreements with the United States Govvmment thmugh the estab-
lished trade-agreement machinery, be given credits for these com-
modities that we are discussing, which credits could be expended only
under the terms of the trade agreements between the United States
and the foreign nation. Thereupon the foreign country would issue
mmport licenses to its individual importers. They have records of
established trade going over many years and as a matter of fact right
today the Swedish Government, in implementing its most recent fruit
agreement with us, is issuing import licenses to the established trade.

Those importers who receive licenses and therefore exchange per-
mits under the credit which has been established would thereupon
communicate with their established connections in this country, the
producers of fruit and exporters, and conclude the arrangements.

Mr. Javirs. You are desirous that we place emphasis on the
continuance of trade relationships between established commercial
channels with the Government just making the foreign exchange
available to its own established commercial traders?

Mr. J. A. Smita. Yes; that is right.

Mr. Javirs. Thank you.

Acting Chairman JoNkmAN. Mr. Jackson.

Mr. JacksoN. Mr. Smith, being a representative of a great fruit-
produecing area myself, I am sympathetic. However, if you changed
the export machinery to include fruit in this program, it might then
have to be changed to include periodicals, prunes, pots and pans,
and anything else marketed abroad in a market that had been built
up over a great number of years by American firms in the export field.

Could you give me the feeling of the Maritime Commission relative
to inclusion of fresh fruits in anpmontq overseas?

Mr. J. A. SmitH. Answering your last question, I cannot.

Mr. Jackson. Can you with reference to the Agricultural Depart-
ment?

Mr. J. A. Smita. Noj; but I can say this: In the commodity reports,
in the break down of the technical report, Secretary Anderson has
indicated the mclusmn of a very substantial quantity of fresh fruit
to go abroad.

Mr. Jackson. I think one of the practical considerations is that of
shipping space. Ts it not true that from the standpoint of shipping
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space the inclusion of bulk products as represented by fresh fruit
would increase the over-all shipping costs and decrease the amount of
space available for foods of higher caloric content?

Mr. J. A. Smrta. No; I do not believe so. In the first place, the
shipments of fruit from our area particularly, and that includes the
entire Pacific coast, is very largely moved by the Panama Canal
which requires bpecml refrigerated vessels. Those vessels cannot
possibly maintain themselves, for example, with dry cargoes. They
are a very different type of ship.

Those vessels are available for the carriage of fruit in sufficient
quantities to solve our problem. We can ship from the Pacific
coast, from the Gulf, and from the Atlantic coast.

I do not believe there will be any reduction in available space for
other types of commodities by reason of the inclusion of fruit in this
program.

You asked one or two other questions that are rather fundamental.
I would like to take the opportunity, if I may, of explaining the
position.

Mr. Jackson. Please do.

Mr. J. A. SmirH. You mentioned that this might open a virtual
Pandora’s box of commodities that have a historical record.

I might mention again that agricultural legislation is pretty well
established in our Government procedme Thxs quite frankly, of
course, is a combination of support and of inclusion of an appropriate
commodlty in a relief program.

This is an industry which cannot possibly alter its production to
take care of demand and supply curves. We have to go along pro-
ducing as the trees will pr oduce, as you know from your own constit-
uents. We must maintain our pxoducmon on an even basis because
we have no alternative.

If we were manufacturing goods we could shift in accordance with
the demands, or if we had annual crops, we could do the same thing.
However, we are caught between stable production, which is geared
to the f\\pmtmg of such a tremendous quantity of our fruit, and the
lack of that export market, due only to the lack of dollar mcclmnge

Mr. JacksoN. Thank you very much.

Acting Chairman JoNkmAN. Are there any other questions?

Mrs. Dovcras. T would like to ask one.

Are you getting less for your apples and pears now than you got
in Febr uary 19467

Mr. J. A. SmrtH. Yes.

Mrs. Doucras. Who is getting the money for the apples and pears?
When we go to the market and pay higher and higher prices, who is
getting the money?

Mr. J. A. Smrta. The grower is not getting it. 1 cannot answer
that question directly. I have heard it raised before but I do not
know the answer. There seems to have grown up, unfortunately,
a mark-up system by the domestic fruit handler after it is out of the
hands of the producer. The producer is getting less than the cost
of production.

Mrs. DouGras. You are getting less than the cost of production now
and less than you got in February of 1946?

Mr. J. A. SmrTa. Yes.

Mr. SmitH. Perhaps Mr. Holmes can help us.
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Mr. Vorys. We would like to have an authoritative statement on
this, and I think it is up to Congressman Holmes and these witnesses
to get us this information in precise form, and just as Mrs. Douglas
says, our family does not see any falling off in the prices of fruit a bit,

s Mr HoumEes. I believe the witness can furnish the information you
esire.

Mr. J. A. SmitH. We would be glad to furnish that.

Mr. JacksoN. Could we also have, along that line, if it is possible,
some break-down on costs, mcludmcr labor and mcludmg everything
that goes in? Let us take that tonnage of apples. It might be re-
flected in that, in some respect.

Mr. Kee. Would it not be a good idea if you could persuade
these distillers who want to use wheat to manufacture intoxicating
beverages, to ship the wheat over and make a little of what we call
&ppl(\]acl\ out of your surplus fruit?

Acting Chairman Jonkman. All I can say, Mr. Kee, is that the
question is not germane.

Mr. Smith, we thank you for coming here, and in keeping with
what Judge Kee was speaking about, I would like to tell a little story
that I think will illustrate two thmcrs

Mr. Jackson says he is interested in this.

We grow apples in northern Michigan. The point Mrs. Douglas
brought up is illustrated by a thing that happened there.

There is a very prominent politician in my district who grew apples.
Another politician used to buy them from him. He ran across a
crate of Oregon apples one time. He took the tissues off there and
pqg Melba-Pershing apples in their place. He went over to Mel and
said :

“Here are apples I bought for $2.40 a crate and you get about
$1.20 for those same apples.”

He also said, ‘It is no better apple than you have.”

He looked at it and said, ‘“You can’t fool me. Those are my apples.”

But that is where the $1.20 went in the process.

Our next witness is Mr. C. A. Barrett. Is Mr. Barrett here?

STATEMENT OF MR. C. A. BARRETT, PRESIDENT, TATE-JONES &
CO., INC., OF PITTSBURGH, PA.

Acting Chairman JonkmanN. Mr. Barrett has submitted a most
interesting paper to the committee which, without objection, will be
included in the record at this point.

(The paper referred to is as follows:)

Tare-Jones & Co., INc.
PITTSBURGH 19, PA.

Mr. Chairman and members of this distinguished committee, I appreciate

very much the opportunity given me to testify before this committee. My
name is Carlton A. Barrett, president of Tate-Jones & Co., Ine., industrial
engiheers and contractors, of Pittsburgh, Pa. I am also the commander of the

largest American Legion Post in l’:Ltalmr;_,h Pa.

I am very interested in the welfare of the ptuplo of the United States and
particularly in the welfare of the young veteran of the past war and his oppor-
tunity to earn a decent living.
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The reason that I am here today is because, through the activities of our
company throughout the world in the last 2 years, we have been able to accu-
mulate certain information and data that, if properly used, should make the
administration of the Marshall plan a benefit to the United States rather than
a burden.

During the term of UNRRA we furnished industrial plants for Europe and
Asia and, in the last 12 months, we have made several trips and a complete
study of the conditions in Latin America. As a result, we have found the follow-
ing world conditions to exist. :

Most countries outside of the United States are very much in need of many
commodities and industrial facilities but they do not have the dollars to purchase
these requirements. However, most countries outside of the United States do
have surpluses of certain commodities and raw materials that are badly needed
by the United States in carrying out of the Marshall plan and in building up our
own stock piles of strategic materials. These surpluses are readily obtainable by
the United States providing these countries, by some means, ecan secure the things
they need in return at fair value. For example, the Argentine has a considerable
surplus of wheat and meat. They are asking between $5 and $6 a bushel for their
wheat against an average price of $3 per bushel in the United States. This is
being done, because if the Argentinians receive dollars for their wheat and come
to the United States to buy industrial or agricultural equipment with those
dollars, they must pay a premium price over and above the regular selling price
in the United States for the equipment they need. I have the definite assurance
of responsible people in the Argentine that they will sell us as much of their
surplus wheat as we need at current prices in the United States if we, in turn,
will give them dollar credits in this country to purchase equipment over the next
4 years at standard market prices in this country, and, to insure this, that the
United States Government, through the agency set up to administer the Marshall
plan, will supervise the purchase of this equipment. The Argentine alone can
supply us this year with approximately 3,000,000 tons of wheat, 600,000 tons of
oats, 3,000,000 tons of corn; barley, 900,000 tons; linseed oil, 250,000 tons,
The Argentine can also supply us with large quantities of beef, edible fats,{in-
dustrial fats and leather in the form of hides. All of the above can be secured at
present United States prices if we can give them, in return, the machinery and
equipment they need at average prices in this country. In addition to the above
commodities, the Argentine can also supply us with dairy and poultry produets.
Also, if given machinery and equipment, she can supply us in a few years with
many minerals that we need and also petroleum and petroleum produets,

Other countries in Latin America can supply us also with the following:

Bolivia

If we confine program’s interest to Bolivia’s minerals only—tin, copper, lead,
bismuth, antimony and wolfram, zine, petroleum.
Brazil

Has coffee, rubber, cotton, sugar, Yerba mate or Brazilian tea, timber, vege-
table oils, fruits, cereals and grains, meats, and many other items which Brazil
can contribute under our sound plan.
Chile

Chile produces wheat, barley, oats, fruits in abundance. But suppose we say
that her contribution under our sound plan is confined to her mineral wealth—her
nitrates, her copper, her iron, her molybdenum, and sulfur. Chile also has lead,
aluminum, manganese, bismuth, cobalt, potassic salts, mercury, mica, zine, and
many other minerals of which we depleted the United States during the war.
Colombia

Coffee, bananas, rubber, cacao, drugs, fibers, and petroleum.

Costa Rica :

Has coffee, bananas, cacao, and possibilities for the development in a large
scale of other resources. The country has not been touched industrially.
Cuba

Tobacco, that England needs so badly, fruits and vegetables, honey, timber,
copper, manganese, iron.
Dutch Guiana

Timber is abundant, including mora wood, possum, cedar, greenheart and hard-
heart (which are eabinet woods). It also has bauxite or aluminum ores.
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Ecuador

While having great possibilities of producing large quantities of foodstuffs, it
will take time. However, she ean contribute minerals, including erude oils, silver,
copper, lead, and zine.
Guatemala

Has coffee and bananas in large quantities. Can also supply coconuts and
rubber.
Honduras

Has bananas, coconuts, coffee, hardwoods, silver, and exports some copra.

Mezxico

Rich in resources that have not been tapped and only await industrialization,
Produces a lot of livestock, millions of sheep, millions of goats, millions of poultry,
millions of cattle and hogs. Has tremendous areas of timber. It has fibers, such
as henequen; it also has ixtle hemp. Has mineral oil, vanadium, tin, copper, iron.

Nicaragua
Coffee, bananas, sugar, cacao, mahogany wood.

Panama
Bananas, coconuts, cacao, high-grade coffee, manganese ores, hardwoods,

Paraguay

Has vegetable oils; essential oils, such as the petit grain, distilled from the
leaves of bitter orange, used as a basis for perfumes and flavors. That should
go good with the French. Citrus fruits, timber—unlimited quantities, thousand
of miles of forest remain untouched. Many rare and valuable woods are still
largely unknown in foreign markets. Cattle and meat packing. Rich iron ores
in many parts of the country.

Peru

Cotton, sugar, rice, in the increase, fruits, cocoa, coffee, olives, quinine bark,
caster oil, flax, forest products, petroleum, copper, silver, lead, zine¢, vanadium,
bismuth, coal.

El Salvador

Coffee—at low-cost production. It has 140,000,000 coffee trees. Henequen,
balsam. According to late estimates, there are some 646,000 head of cattle—only
75,000 consumed annually.

Uruguay

The last agricultural census shows the following figures:
T T g Y N A A e 8, 226, 890
S Lo e ekt Ul oA W B Sl ol e (el ity 17, 931, 327
e ot e e S G RGOS, IR s 0 RN P SN | ) £ S e s 346, 329

In 1945 alone, Uruguay’s exports of meats, mainly to Great Britain, were as
follows (in kilograms):

T T e g L P B R U L S ey i B Tt R i 00 29, 917, 999

¥rozen lamba and weathers. .- - -t coo d o e s 7, 240, 359
e T o oy L S S S o 744, 420
L R Y L R Pl N e 355, 789
e T N AN (N P e e e e e aire, Oy O D AT

Besides extracts of meats, ox tongue, salted beef, jerked beef

, tallow, and
grease. Also produces skins and hides; wheat, corn, barley, oats.

Venezuela

Coffee, cacao, sugar, oil, asphalt, coal, and many other items.

In all, we estimate that Latin America can supply commodities and strategic
materials to the extent of 1 to 1% billion dollars worth per vear on a conservative
basis, and all of the above countries are ready and willing to exchange surpluses
of their natural resources and commodities for much needed industrial, agricul-
tural, and transportation equipment if we will give them this equipment at the
same price we pay for it in this country, plus transportation charges.

It is our suggestion that the agency set up to administer the Marshall plan be
given the authority to contract for foodstuffs and strategic raw materials, wherever
possible, in Latin America, Canada, Europe, or Asia as long as the country con-
tracting is a friendly member of the United Nations, and be allowed to pay for
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these items with eredits to the contracting country for purchase of machinery and
equipment in this country, over the next 4 years. The United States Government
agency administering the Marshall plan to supervise the purchase of this machin-
ery and equipment by securing their requirements from each country contributing
and purchasing for each country by securing competitive bids from United
States engineering and manufacturing companies.

This would enable Latin-American countries, through expansion in industry, to
absorb most of the displaced persons of Europe as workers and solve one of the
hardest problems the world has on its hands at this time.

We would enable Latin-American countries to develop vast mineral resources
which, as yet, have hardly been touched and put them in a position to truly take
their place in the plan for hemisphere solidarity and defense.

The work that would be given to this country would materially help to increase
the take-home pay of the workingman, create jobs and increase production gen-
erally so that we need have no fear of unemployment. At the same time, we
would be able to keep these dollars in the United States and through increased
production and profits, the United States Government would be able to recover
approximately 25 percent of the amount spent through taxes without in any way

increasing the tax rate. L ; !
Last but not least, we would immediately relieve the strain on our own com-
modities and inflationary prices on foodstuffs would tend to become normal.

Mr. Bagrrerr. Mr. Chairman and members of the committee, my
name is Carlton A. Barrett, member of Tate-Jones & Co., Inc., indus-
trial engineers and builders, of Pittsburgh, Pa.

We build industrial plants all over the world and in almost every
country in the world. At the present time we are negotiating for
industrial plants in Europe, Asia, South America, and Africa.

I am also committeeman for the national executive committee of
the American Legion and as such am very much interested in world
conditions today as affecting the lives of our own people in this
country.

I have too many veterans of the last war coming to to see me looking
for jobs. We began to wonder about the effect of the European relief
plan on our own national economy. We proceeded a number of
months ago to contact our engineers in various other countries to see
if there was not a way that jthe so-called Marshall plan could be
turned to advantage for the United States of America and at the same
time accomplish what we wish to accomplish in western Europe.

I personally spent several months in the Argentine, Brazil, Chile,
Peru, and Mexico. Last week I had a meeting in Florida at Boca
Raton, with unofficial representatives of several Latin-American
countries.

Our engineers are in Scandinavia, France, England; and we have
representatives in India and China.

We find this condition to exist, as is well known, that practically
all the countries in the United Nations are very much in need of many
commodities and industrial equipment, but they do not have dollars
to buy them. Therefore, immediately our problem was to determine
the quickest, easiest, and most advantageous method to create pur-
chasing power in those countries.

We found in our survey of Latin America that they require, need,
and wish quite a large amount of industrial, agricultural, and trans-
portation equipment. They have, in Latin America, enormous sur-
pluses of foodstuffs that we anticipate using in our relief to Europe but
which are short in this country.

I want you to understand one thing right at the beginning: In this
plan of ours we have no intention of using commodities from countries
outside of the United States to the extent that we would hurt our
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own domestic commodities. However, we do plan to use commodi-
ties where available outside of the United States, to relieve shortages
in this country, by using them to relieve Europe instead of our own
commodities, as long as we can purchase those commodities outside
of the United States at approximately the same price as our own com-
modities are bringing in this country.

I have a definite commitment from the Argentine Government that
they will supply us with all of their surplus wheat, meat, corn, and
various cereals, poultry, and dairy products, at current prices in this
country, if they can get credits in this country to purchase from private
industry in this country, industrial, agricultural, and transportation
equipment in this country over the next 4 years.

I have right here a telegcram from a high official of the Argentine
Government stating that they have available for our use immediately,
3,000,000 tons of wheat; 250,000 tons of linseed oil; barley, 900,000
tons; corn, 3,000,000 tons.

They also have industrial fats, edible fats, wool, hides, leather,
casein, chilled beef, superior beef, boneless beef, and they will give us
these surpluses for use at current prices in this country.

In other words, it would be wheat at an average price of $3 a
bushel, if instead of dollars in cash they can get dollar credits in this
country to purchase with and have whatever agency set up to ad-
minister the Marshall plan supervise the purchase of that equipment
for them.

The reason for that is this:

We hear much criticism in this country about Latin America—not
only the Argentine but other countries—asking exorbitant prices for
their surplus commodities. The reason is this:

If they sell us wheat for $3 a bushel, and they come back to this
country to purchase industrial machinery and equipment at $3, pri-
vate industry in the United States asks $5 for that industrial equip-
ment that they would sell within our own borders for $3. However,
they feel this, if the United States Government supervises the purchase
of that equipment as it did in the UNRRA program, and other pro-
grams that we have had, through competitive bids, that they will get
a $3 piece of machinery for $3 instead of $5 and they are willing to take
the chance.

In my report there is listed the commodities available in every
Latin-American country.

In addition to commodities, Latin America and Europe have val-
uable surpluses of strategic raw materials that we need badly, and
which we can secure on a barter system in return for our relief and for
our credits, at normal prices, which we could not receive in any other
way.

We find that if this plan were set up we could get many of the com-
modities necessary for the administration of the relief plan imme-
diately, without in any way creating additional shortages in this coun-
try, but on the contrary relieving the pressure on the market in this
country for those commodities, thereby tending to bring prices down
on basic foodstuffs.

We would throw close to $1,000,000,000 a year, up to $1,500,000,000,
imto this country for the next 4 years, thereby increasing the take-
home pay of the average worker and through which the United States
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Government would be able to recover 25 percent of what they spend
through taxes.

Likewise I have the assurance and commitment of the heads of the
various Latin American countries that if they are allowed to purchase
industrial, agricultural, and transportation equipment from this
country over the next 4 to 6 years, they will immediately start to
absorb the displaced persons of Europe. They need many of those
displaced persons very badly.

We talk about these surpluses at the present time from Latin Amer-
ica. As their industry grows and as they absorb the displaced persons,
instead of having surpluses of commodities to export, they will gradu-
ally build up a population that will consume their own production,
thereby eliminating our difficulties in our private markets and thereby
increasing our own export markets for commodities in years to come.

We have checked this plan from almost every angle, and that is
basically the program that we have outlined.

I would be very glad to receive any questions from any member of
the committee, as to any dangerous effects that it might have on this
country. -

1 also want you to remember that under this plan, every dollar
that would be spent to use commodities from Latin America, Canada,
or to secure basic strategic raw materials from either Latin America
and Canada, or from Europe itself, would be kept in this country,
and we would control the supplies, and the equipment, that would be
given to western Europe and to Latin America to use.

That 1s all T have to say.

Acting Chairman JonkmanN. Judge Kee, have you any questions?

Mr. Kee. Your statement is indeed an interesting one. It seems
to me it would be very well indeed if your statement was called to
the attention of the officials of our Government and referred to every
representative we have in those countries, the official representatives,
for confirmation. If the findings are satisfactory, proper action
should be taken.

Mr. BarreTT. I appreciate that.

Acting Chairman JonkmaN. Mr. Vorys?

Mzr. Vorys. You have given a very interesting statement, Mr.
Barrett.

As T understand, the plan contemplates South America joining the
“Give Away Club” to the extent of several hundred million. We
would like to have them in it, not only being willing to sell stuff for
us to give away at world prices but it would be very nice if they would
join the “Give Away Club.” *

What are the chances for the Argentine and Brazil shipping some
of these foodstufls that you mentioned in your extremely interesting
outline, to Europe, and carrying it on the cuff or giving it away and
not bringing us into it at all?

Mr. Barrerr. Mr. Congressman, there is a good chance if we, in
our turn, will do something to back up our talk of good-neighbor
policy at Mexico City, Habana, and Rio de Janeiro.

I will give you one short experience I had. When I went down to
the Argentine in September, I arrived in Buenos Aires on September 20.

On September 30 T gave a press release that I was in the Argentine.

Now, we have done this ourselves in our own company.
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To begin with, we have traded with the Argentine, to build a tin
foundry and linoleum plants for which we get linseed oil to send to
Sweden, and they give us high-grade steel, which we use in our mills
and get dollars. Therefore we create a movement.

I gave a press release stating I was in the Argentine to sell industrial
equipment in exchange for commodities.

The day before I gave that press release the British Ambassador
had notified the Argentine Government, Mr. Juan Peron directly,
and Don Miguel Miranda, that the several billion pounds that the
British Government owed the Argentine Government for meat, for
which they had not paid them, was frozen, and that the Argentine
Government could expect none of those pounds for quite some time.

When my press release came out that we were ready to do business
and exchange commodities for industrial equipment which they needed
very badly, the following day the British Ambassador received a cable
from London instructing him to notify Don Miguel Miranda that the
British Government was willing to change their policy and put a much
softer tone on that attitude that they were going to freeze their pounds.

However, at the same time the British are not in a position to supply
much-needed equipment in Latin America.

In western Europe, through a survey of our engineers, we find the
reconstruction is primarily reconstruction. It is the rebuilding of
torn-down plants and equipment so that the population can produce
comething of value that they can use to trade with, and develop credits.

In Latin America, industry is basically new. They are new installa-
tions and they are building up new possibilities of industrial produec-
tion in addition to what they already have.

Western Europe at the present time is terrifically erowded with
people who are unemployed, who have no place to go, and nothing to
produce with. The ground itself will not support the displaced
people of Europe and in many cases will not support their own
population.

In Latin America you have a very fertile field from an agricultural
point of view to support the population and if we give them the
opportunity to build up industry—in the Argentine, Brazil, Chile and
Peru, the mineral d>posits and the oil or petroleum deposits have not
been exploited over 25 percent. If Argentina alone could get oil-well
equipment, she could produce four times as much petroleum as she is
producing today.

Today the Argentine is buying 25 percent of her consumption of
petroleum, whereas she could produce all of her consumption and
export 100 percent of it.

Brazil has enormous supplies of timber and wood.

I do not know whether you ladies and gentlemen know this or not,
but in Latin America there are valuable tin deposits. It is tin of a
grade equal to anything in the world. The only hold-back is the
transportation and the mining facilities to get in and develop that tin.

Mexico grows three crops of wheat a year, as against one and two
in most, countries. That is due to their climate.

Your Central American Republics have very valuable deposits of
tungsten, chrome, and nickel, and various other minerals that we
need very badly here; and at the present time we are dependent on
European or Asiatic countries for our supply.

69082—48—57
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Contrary to the average opinion in the United States, Latin America
feels like a stepchild. They have been told, “We want to be good
neighbors. We want hemispheric solidarity.”

Latin America would like to participate in the administration of the
Marshall plan and aid to Europe, and much to my surprise I have
found that in the Argentine, where actual figures are available, that
in unpaid-for relief to western Europe, in the last 3 years, the Ar gen-
tine has contributed almost as much as the United States has but they
do not publicize it.

I ran into families down there all the way from the wealthiest to
the poorest—and by the way, outside of the peons out on the farm
and the cattle raisers, the average working person in the cities of the
Argentine and of Brazil is better clothed and lives better than the
average poor working class of people in our country.

I saw no poor people in the Argentine. There are no beggars on
the streets of Buenos Aires. Incidentally, there are no fireplugs there
either. I don’t know what they do when they have a fire, but they
don’t have any.

Latin America, from Mexico down, wishes very desperately to be
considered in and with the actions of the United States. They need
industrialization to balance their agriculture to support larger popula-
tions and to support populations who are anxious to be active and
work. They want to work and they want to produce.

I shall now speak as I would as a financier, because I was comp-
troller of one of the Mellon companies for 5 years:

If we simply give western Europe our dollars—since the war
ended and up to the present time we have given already $15,000,-
000,000 and if we give another $16,000,000,000 without using that
$16, 000 ,000,000 to build something to our advantage and get some-
thlnﬂ' back for it we are going to work a continued hardship on our
own people

You may ask: “How, with the supposed steel shortage, are our
industries here gomff to bupply the necessary machinery and equipment
over the next 4 or 5 years, to give Latin America this equipment 1n
exchange for their foodstuffs that we need?”

Well, ladies and gentlemen, I will make a statement and not a
supp081t10n There is no steel shor tage in the United States of
America. I have on my desk today commitments from brokers for
over a million tons of steel which I can get immediately if I will pay
the price for it.

Our business domestically is to build large furnaces and equipment
for steel companies. During the war we built 82 war plants for
everything from armor plate to shells, and part of the atomic-bomb
program. I know the steel industry.

The policy of sales in the steel industry and production today has
changed. Up to and through the war, steel mills produced and
rolled steel and sold it to the end users, the fabricators, and the
builders. Today, the companies are selling to warehousemen and
brokers. Through them it gets to the end user and it goes at ex-
tremely high prices.

I felt very angry 2 days after Congress had finally stuck its neck
out and paqbcd the Taft-Hartley Act, when Big Steel signed an
agreement with organized labor, pmctlcally abrogating the application
of the Taft-Hartley Act to labor. Howev er, I believe I can see, now,
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that Big Steel did not care that Congress had stuck its neck out
because Big Steel, through the methods it uses today, can get any
price it wants for the steel it produces.

I know that if this program is adopted, in the administrative end
of the Marshall plan, that the foundries and the fabricators who need
steel to produce industrial equipment—not only for Latin America
but for western Europe, in the rebuilding of plants—can get all the
steel that is needed.

Also, under this barter system, western Europe itself, where many
countries have available good deposits of basic minerals, can, while
we are giving them relief, give us in return quite large tonnages of the
ores that we need to make this machinery with.

Are there any other questions, sir?

Mr. Vorys. Is the surplus you referred to in the Argentine, surplus
over and above domestic needs or over and above their domestic
needs and their present international commitments?

Mr. BarrerT. It is over and above their present domestic needs
and international commitments. Even Don Miranda does not know
that this cablegram is the last word. It is right up to date. That
is because the Minister of Agriculture was with me in Florida and he
got this cable right from his office in the Argentine.

Mr. Vorys. Are you going to file that telegram?

Mr. BArrerT. That is in the record, in my report.

Mr. Vorys. Thank you.

Acting Chairman JonkMAaN. What is the wish of the committee?
So you wish to proceed at this time or shall we adjourn until 2 o’clock.

Without objection, the committee stands adjourned until 2 o’clock.

Thank you very much.

(Whereupon, at 12:15 p. m., the committee recessed, to reconvene
at 2 p. m., the same day.)

AFTERNOON SESSION

(The ecommittee reconvened at 2:15 p. m., at the expiration of the
recess.)

FURTHER STATEMENT OF MR. CARLTON A. BARRETT, PRESIDENT
TATE-JONES & CO., PITTSBURGH, PA.

Acting Chairman Javirs. Dr. Eaton has asked me to preside, and
if it is agreeable to the rest of the committee we will go ahead with
Mr. Barrett.

I think when you left at the noontime recess you were being ques-
tioned by Mr. Vorys. Mr. Vorys is not here.

Mrs. Bolton?

Mrs. Borron. You were telling us something of the method by
which you found you had been able to buy one thing and another by
means of something on the order of barter.

Mr. Barrerr. That is right.

Mrs. Borion. Take Argentina, for instance, if we were able to do
this, Argentina could stipulate as to what she would get in return.
What would she get in return?

Mr. Barrerr. For example, Mrs. Bolton, we worked in our own
company a process whereby the Argentine Government would have

George C. Marshall Foundation, Lexington, Virginia




898 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

a tin foundry. Just recently the Argentine Government has made a
treaty with Bolivia for a certain portion of Bolivia’s tin ore. They
will get 30,000 to 40,000 tons of high-grade tin ore a year.

At the same time we are in negotiation with the Swedish Govern-
ment to build linoleum plants in Sweden. She has all the natural
resources necessary with the exception of linseed oil. The Argentine
Government has a considerable surplus of linseed oil. Therefore, we
make arrangements whereby we sell the tin foundry to the Argentine
Government in exchange for linseed oil and a certain percentage of
their high-grade tin ore they are getting from Bolivia. We bring
that ore back to this country and sell it to the companies who use tin.
We sent the linseed oil to Sweden in return for which the Swedish
Government is willing to enter into an agreement with us to furnish
us with high-grade iron ore which we bring back to this country and
sell to our steel mills for dollars.

In the absence of dollars with which to do business, and having
found through our operations throughout the world, industrially,
that most countries have some natural resources in surplus, we find
that, although the majority of the United Nations countries do not
have purchasing power with dollars, they do have purchasing power
with surplus natural resources in some form. Latin America has com-
modities and the European countries have minerals,

Now Latin America with its great excess of commodities and their
great desire to enter into hemispheric solidarity with us, should be
given the opportunity to supply those commodities in exchange for
mdustrial equipment, agricultural  equipment, and transportation
facilities that we can furnish, rather than dollars.

Mrs. Boruron. But, then, would that give Argentina pretty high
priorities on our rather scarce transportation facilities?

Mr. Barrerr. No; because Argentina would not expect to get
transportation facilities immediately. Argentina or any other Latin
American country would not expect to be able to purchase in this
country, equipment that is scarce here at present. They would ex-
pect to be allowed to purchase that equipment through their credits
that they would develop, as soon as the opportunity arose to get those
acil ities from this country.

What we could supply Latin America, Argentina, Chile, Peru, and
Mexico at the present time with industrial equipment without strain-
ing our own resources to any great extent, or, that is, our capacity.

Very few of your steel foundries, your machinery manufacturers,
are operating at full capacity at the present time in this country.

Mrs. Bouron. Is that because of lack of ore?

Mr. Barrerr. They claim it is because of lack of raw material.
When we adjourned at noon, I think we were in a discussion of that
lack of raw material. In all probability, some members of this com-
mittee might doubt my statement when I say there is no steel shortage
in this country. I made the statement that the only steel shortage
we have in this country today is a synthetic shortage that is created
by the method of producing and selling steel today as against the
proper method that was exercised before the war and during the war.
I stated that, instead of selling steel today directly from the mill to
the end user or the fabricator, the steel companies were selling through
warehousemen and brokers to the end user.
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To bear out my statements it may be interesting for your committee
to read a letter that I have here from a company that is a brokerage
company. It takes in quite a large tonnage of steel that I am offered.

Acting Chairman Javirs. Tell the committee what it contains.

Mr. Barrerr. This is from a brokerage company in New York:

Dear MRr. BArRrETT: As per our conversation, we offer the following: No. 1—
3,000 tons of angles, choice of size and thickness from 3- by 2-inch to 8- by 8-inch.
Price $0.075 per pound—
which is 60 percent higher than the regular mill price—

No. 2—Hot-rolled mill edge bands. Approximately 500 tons from 1- by !¢-inch
to 2- by %-inch, lengths 20 feet. Price, $8.45 per hundredweight—
which is 100 percent more than the mill price.

No. 3—Cold-rolled rejects. These rejects are largely overruns on orders and are
prime material in large part. Some rejects for off size of sheets or off gage by
% to % per thousandth. Gages 10 through 20 (80 percent or more 16, 18, and 20)
Size sheets 15-by-48-inch to 30-by-120-inch commercial soft; 2 cars per week
over period several months. Price $200 per ton.

which is approximately 100 percent higher than the mill price.

No. 4—Same as item 3. We have an additional four to five cars weekly 21- to
30-gage. Price $200 per ton,—

which is 100 percent higher than the mill price.

We have available at least 10,000 tons of No. 1 heavy melting scrap per month
but before we can secure this on a firm basis we must propose a concrete method
by which the scrap dealers secure greater return than they will from selling direct
at market price plus the usual secret bonus.

This letter is for the files of the committee. I would suggest you
delete the name of the company from the public record, but as far
as the committee is concerned you are welcome to the name.

Acting Chairman Javirs. Thank you.

Mr. Barrerr. Now to illustrate how this secret bonus plus extra
compensation works, I received an additional letter dated January 31
from the same company:

We have been authorized to proceed with the disposition of 2,000 to 5,000
tons per month of No. 1 heavy melting scrap on the following basis:

(¢) Return in small tons of sheet at the ratio of 25 percent of the gross tons of
serap.

In other words, for every 10,000 tons per month the scrap dealer
delivers, he gets 25 percent of that tonnage back in finished sheet at
mill price, which sheet he can sell at the present market price of
$200 to $215 a ton.

(b) The sheet to be ordered by the end user—

a manufacturer having a history of large use of sheet steel—

named by the serap dealer. (The serapping operation was undertaken to secure
this sheet for his factory.)

And for your information, this scrap is LST’s that are being cut up
by torch, that were sold to this serap dealer at 10 cents on the dollar
by the United States War Surplus or War Assets Administration.
This could be sold directly to the mill at the same price and lower
the cost of production, and the mill would not be obligated to return
sheet to the serap dealer but could send those sheets directly to the
end user.
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(¢) The serap price to be market price for unprepared No. 1 heavy melting at
the site of operation.

(d) Provide a mechanism to insure their end user receiving the sheet from the
mill when they release the scrap to the mill with no premium payment. /

There are several means of securing compensation for us but the most satis-
factory would be to secure a commitment from the mill for more than 25 percent
return of sheet. (We know 33% percent returns and more.) The excess beyond
25 percent could be sent to an end user named by us from whom we would receive
compensation.

We have other sources of serap offered with different stipulations than those
outlined, so advise us if you cannot arrange a deal on the above basis.

That is also for the files of the committee.

Could I ask Mrs. Bolton whether she is satisfied with the answer or
whether she desires further information.

Mrs. Borton. If you have more to give me, I would like to have the
whole story.

Mr. BarreTT. In continuation of what we were talking about before
that, I have talked in front of and to 14 of the largest American Legion
posts in the United States on this subject. For the information of
those of you who were not here before lunch, I will repeat that I am a
member of one of the national executive committees of the American
Legion, besides having our own company.

Most of the young GI’s are very definitely interested in the welfare
of this country, and in earning a living for themselves, their wives,
and their children. With the high price for commodities in this
country today, and with the indication that through the administra-
tion of the Marshall plan, as set up today so far, the intention is that
you take the commodities needed for the administration of the plan
from this country. They see only hardship, further shortages, and
even a depression and lack of employment.

Whereas, as I stated before, inasmuch as Latin America is willing
to give us her surplus commodities, at prevailing prices in this country
today, in exchange for the contracts and credits to purchase the in-
dustrial, agricultural, and transportation equipment she needs over
the next 4 or 5 years, I see no reason why we cannot take advantage
of that situation, and before we use our own short commodities —and
you will notice I use the words “our own short commodities,” because
I do not depend on hurting American exporters when they have a
surplus to export.

If we will use the surplus commodities Latin America has to offer
in exchange for industrial equipment, and if we would also use the
natural mineral resources of not only Latin America, but Europe and
Asia to pay us in return for the money and credits that will be devel-
oped in this country for those countries, we can turn this Marshall
plan into a great advantage to the people of the United States. By
so doing, we will automatically relieve the strain on our own com-
modity market. We will automatically throw into this eountry an-
nually, one billion to one billion five hundred million dollars for
work for industry. The Government will be able to recover at least
25 percent of that money through taxes, because those dollars will
stay 1n this country, and at the same time, we will be able to do
everything that we have heretofore contemplated for western Europe.

Now, there are two other things: If we administer the Marshall
plan by using our own supplies and commodities, we are going to
weaken the United States and we are going to do something to
solidify someone else, but not the Western Hemisphere. However, if
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we use the surpluses available from other Western Hemisphere coun-
tries, we will strengthen those countries, both industrially and finan-
cially, and at the same time, we will create a terrific friendship that
is not existing at the present time because although we have made
speeches at Mexico City, Habana, and Rio de Janeiro, so far we have
done nothing actually to back up those statements.

Secondly, one of the greatest problems we have to consider at the
present time and that the Government of the United States is con-
fronted with, is what to do with the displaced persons in Europe. If
Latin America can increase its industry, Latin America says it will
be glad to absorb the displaced persons of Europe and put them to
work. They have land, the natural resources, the agricultural re-
sources to absorb those people and put them to work. I assure you,
gentlemen, that every place that I have talked, every place that I
have gone and even mentioned this subject, the man in the street,
the industrialist, the worker, organized labor, has been 100 percent
n favor of it.

If there are any other questions, I will be glad to answer them.

Mrs. Borron. Thank you very much.

Acting Chairman JaviTs. Mr. Jarman.

Mr. JarmaN. I am glad to look up here and see such a fine looking,
dignified new chairman.

Acting Chairman Javirs. Thank you very much. It is very tem-
porary assignment, I assure you.

Mr. JARMAN. Mr. Barrett, you have presented an entirely different
angle to us, I believe, from any we have had before. I am mighty
glad to have it in the record. I hope and I am sure that the Adminis-
trator or whoever handles this program will look very carefully into
the possibilities you suggest. Being somewhat familiar with South
America, I realize the advantages of what you say.

While I do not believe you said so in so many words, you indicated
rather strongly that you think Latin America has great possibilities,
generally speaking.

Mr. BarreTT. Definitely.

Mr, JarmaN. I certainly do myself, and so much so that I have
often said that if I were 20 or 30 or 40 years younger, I think I would
be tempted to cast my lot down there somewhere. -

Mr, Barrerr. Well, you know, Congressman, when you sit down
in Santiago, Chile, or Buenos Aires in the Argentine, and you find
you can ride for 1 hour in a taxicab for 25 cents in United States
money with no tips, and you can get sirloin steaks three times a day,
and if you sit down to a 2-pound sirloin steak at dinner with every-
thing from soup to nuts, and they bring in a couple of tray loads of
French pastries and fruits and things for you to eat, and you have
red wine and light wine, and when the bill comes around, it costs
you $1.90 in American money, you wonder what in the world is
wrong up here.

Mr. JarmAN. Is that still true?

Mr. Barrerr. That is still true; yes, sir.

I took Mrs. Barrett down there with me on one trip, and I had an
awful time getting her back up here,

Mr. JarmaN. 1 can understand that. I want to go back myself.

Mr. Barrerr. I have found this, and maybe you have noticed it:
The attitudes and opinion of many people in the United States seems
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to be that there is a certain amount of communism or fascism in
Latin America.

Well, ladies and gentlemen, I lived with those people, all the way
from the working class to the top-ranking people, and I never found
more democratic countries in my life. As a matter of fact, if anybody
in either Argentina or Peru or Chile or Brazil sticks their heads up and
indicates that they are either Fascists or Communists, they get
thrown out of the country awfully fast.

However, I did stand on the docks of Buenos Aires and I saw two
large ocean transports come in loaded with immigrants from Europe,
and not one of thosé immigrants were allowed to land, because they
had no place to put the people to work.

Now, if they had additional industries down there, they would have
been glad to take every one of them.

I know Mr. Peron personally and I know Mr. Miranda personally.
I know most of the heads of the various departments there, and I
can assure you that in the last 2 years they have realized that their
existence absolutely depends on keeping their people happy. No
matter what may have been understood or inferred at the time Mr.
Peron went into power, I can assure you that at the present time he
is more interested in doing good for his people. The Government of
Argentina is spending some $300,000,000 to rebuild the city of San
Juan. That was destroyed by earthquake 5 years ago, and yet in
spite of that those people would not live in the place where they did
live. They are building homes for those people that are so much
better than anything they ever lived in before, that there is absolutely
no comparison. They would like to have ‘woodworking plants down
there to process their timber so they could build houses. They want
linoleum plants in the Argentine so they can make roofing material
and linoleum. That will not in itself interfere with our foreign mar-
kets or exports, because what they could manufacture with the plants
we would build would probably only be about 25 percent of what they
would actually use.

However, in exchange, they have oil resources at least 300 percent
larger than they have developed at the present time. They are offer-
ing now special inducements to American petroleum companies, facil-
}itiie(? and tax-free considerations to come down and develop those oil

elds.

Brazil has an unlimited amount of timber and meat. They want
us to build them a tin-plating plant so they can make tin cans to
package their meat.

I would say that the Argeotine and Brazil alone together could
furnish all the meat that would be needed to our Marshall plan aid
to Europe, without shortening our commodities at all here or creating
any otber shortages.

The other Latin American countries can furnish various other
commodities which 1 have listed in this report.

I know as a citizen of the United States, and many of my friends
and many of the servicemen of both World War I and World War 11
would feel very, very badly if we used, in the administration of the
Marshall plan, commodities that were short in this country and high-
priced today, and make them higher priced, when we could buy those
same commodities from surpluses that Latin America could furnish
us at current prices.
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Acting Chairman Javirs. Dr. Judd.

Mr. Jupp. Mr. Barrett, if you have answered this in earlier testi-
mony, just ignore it.

If these countries sell to European countries direct or to us and
then we transfer to European countries the commodities, they have

in long supply—wheat, beef, and so forth—why is it that they cannot
themselves buy our machinery and things they want in America at
the same prices as Americans?

Mr. BarreTT. I had very forcibly the example put before me by the
American Army Commission that went to Buenos Aires to buy grain.
The Argentine Government, in the first place today, cannot buy ma-
chinery and equipment that they want in any country in the world
but the United States. The Argentine Government has been asking
$5 and $6 a bushel for wheat. That is bec ause, as the Ar c}'entmvans
as individuals or groups come to this country to ncgot-iate with private
industry to purchase industrial machinery or equipment, the individ-
ual private American industry asks about 50 percent on the normal
price that they charge ordinarily.

In other words, if Argentine sold a bushel of wheat to this countr Y
for $3 and came back to this country to buy a piece of machinery that
ordinarily would cost $3 in this country, she would have to pay $5 to
oet 1t.

Mr. Jupp. Is it your idea that if our administration bought those
through the regular purchasing agencies of the Govemmont they
could get 1t at the same price as would an American?

Mr. BARrRETT. We know that to exist, because our company had
the largest part of the industrial end of the UNRRA program. By
purchasing through the United States Treasury Department by com-
petitive bids, we build plants in China, India, Asia, and Europe, and
we furnished those plants at prices that were not in any case higher
than those in the United States, and in some cases lower.

Mr. Jupp. Could you get them cheaper through the Government
than if they were bought directly?

Mr. BarrerT. Definitely.

Mzr. Jupp. That is all.

Acting Chairman Javirs. Mr. Richards.

Mr. Ricaarps. Mr. Barrett, I am sorry I was unable to hear the
first part of your testimony. I was unavmdably detained.

I would like to ask you this question: Do you favor the Marshall

plan?

Mr. BArrETT. Yes, sir.

Mr. Ricaarps. That is, provided we do the things that you
suggest about buying surpluses from other countries?

Mr. BARRETT. Yoc-'. sir.

Mr. Ricaarps. Commodities in short supply in the United States?

Mzr. BarrerT. That is richt. We have given so far since the war
ended $15,000,000,000 plus to Europe, without any return. Now,
I am per fo(-tly w1111nu' to go along and my friends are perfectly wnllmg
to go along and spend another $16,000,000,000 if necessary, providing
we use that $16,000,000,000 to build aomvt}mw in this country.

Mr. RICHARDS. Igct your point.

Mr. Barrerr. We also are of the firm belief that if this aid program
were so set up that we appropriated so much money each year, that
by using the surpluses from Latin America and other countries, and
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at the same time building them up, that by the end of the second year

yi)u would not need to appropriate anything more for the Marshall
an.

& Mr. Ricaarps. I understand your view. I believe it is entitled to

every consideration. It is a very worth-while contribution to the

testimony before this committee.

Now, as a businessman, what do you think about the set-up for
administering this relief? Do you favor a board, or do you favor one
administrator?

Mr. BarreTT. I do not favor administration by the State Depart-
ment. I favor administration by a small bureau or agency set up to
administer this particular program under supervision of the Industrial
Division, or any section of the State Department that the Secretary
of State so designates. I think that particular agency should be
composed of American businessmen and not statesmen.

Mr. Ricaarps. Should they be independent of the State Depart-
ment? |

Mr. BarrerT. I would say that they should be allowed to operate
with a great deal of freedom from the State Department, but I do
think they should be supervised or a final check on what they are
doing should come from the State Department.

Mr. Ricaarps. Which would handle questions of foreign policy.

Mr. Barrerr. That is right.

We have done business with practically every foreign government
in the world in the last 3 years, and we have had occasion to meet
the heads of those governments and their representatives, industrially
and diplomatically. You must interlock your foreign policy with the
administration of the Marshall plan in some way.

Mr. Ricearps. In the case of a difference of opinion between the
State Department and this board of businessmen, who would decide?

Mr. BArreTT. I think if there is a division of opinion between the
State Department and this board of businessmen, then I think the
foreign relations committee of the Senate and the House of Repre-
sentatives Committee of Foreign Affairs should give the final answer,

Mr. Ricaarps. Traditionally and constitutionally the President of
the United States operates our foreign policy.

Mr. BarrETT. The President of the United States operates our
foreign policy, but the Congress of the United States controls the
business operations of our country.

Mr. Ricaarps. That is all, Mr. Chairman.

Acting Chairman Javits. Mr. Lodge.

Mr. LooGe. Mr. Barrett, do you know of any reason why the pres-
ent administration would not be willing to accept your suggestion?

Mr. BArreTT. No, sir.

Mr. Lopce. Would you be inclined to go along with this: Thatthe
European recovery program will depend in large part for its success
on the degree of reciprocal self-help, the degree of economic federation
which is obtained in Europe, and that what you are proposing is
to apply to this hemisphere, the same prineiples of reciprocal self-help,
so to speak, and the same economics as it is recommended be applied
to Europe?

Mr. BarrerT. I do agree, sir.

Mr. LopGe. In other words, you see this as the other end of the
stick, so to speak?
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Mr. BarreErT. That is right.

Mr. Loopge. How would you write this into the legislation, Mr.
Barrett, or have you not gone as far as that in your thinking?

Mr. BArreETT. That in the administration of the plan for aid to
Europe, that the body administering the funds for this program be
mstructed to take every advantage of surpluses in both commodities
and raw materials, from friendly countries and the United Nations
group, in the purchase and supply of those commodities and raw
materials, before using any of our scarce commodities and raw mate-
rials, providing those commodities and raw materials can be pur-
chased at an average world price.

Mr. LopGe. You would make that in the form of a suggestion in
the legislation, rather than in the form of a mandatory instruction?

Mr. BarreTT. That is right.

Mr. Lopge. You feel that the administration should not be bound
by any such instruction?

Mr. Bagrrerr. I feel that if the Congress of the United States
appoints as the administrative head of the United States someone to
operate that bureau or department, that they will appoint a man
who has common sense enough to do the best along those lines, if it is
suggested to him.

Mr. Lopge. Mr. Barrett, how do the people of South America with
whom you have contact, feel about Spain?

Mr. Barrerr. The people in South America are very friendly
toward the people in Spain. The people of South America feel that
this country has unjustly ignored Spain in many things in the United
Nations Councils. They do not entirely sympathize with everything
that Mr. Franco has done. They do not entirely sympathize with
certain policies in Spain, but, after all, to many people in Latin
America Spain is a mother country. The families of many of them are
back there, or some of them, and Spain has natural resources to offer
and it is willing to offer cooperation it she is given a chance.

I understand many things about our foreign poli¢v that I have run
info in manv foreign countries that may be very necessary in the end
in the carrying out of our foreign policy as established, but I know
too much about our foreign policy and its actual workings to feel
that we are always entirely right. We are speaking here of exchanging
machinery and equipment for commodities with Latin America, things
that we need in the administration of the Marshall plan, but 3 weeks
ago England made a deal with Russia to purchase wheat from Russia
in exchange for machinery and equipment that we have given England
money to build, and yet we cannot do business with Russia. We have
been offered $50,000,000 worth of industrial business in Yugoslavia,
of which we cannot touch a dime’s worth.

Today the commercial attaché of the Yugoslav Embassy would like
to place that business with us, but cannot because our State Depart-
ment will not allow it. England got an order from Yugoslavia for
$50,000,000 worth of equipment and machinery, and took it. She
built that with money that we loaned her.

Mr. Lopcge. Do you believe such arrangements should be dis-
couraged between Britain and Russia, but do you believe that insofar
as it relieves the strain on our wheat supply it is a good thing?

Mr. Barrerr. I will say this: That as a citizen of the United States
who served in the First World War—and all my family are Army and
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Navy people except myself—they have all been high-ranking officers:
General Patch of the Seventh Army is my cousin; my father just
retired after 56 years’ service in the Army in three wars; my uncle
was Quartermaster General of the Army for 12 years, and if it is not
right for us to do business with Russia and Yugoslavia, why, it is not
right for England to do it with our money. :

Mr. Looge. Do you think it is right for us to do that business?

Mr. BarrerT. Under present conditions, no. I know the Russians
very well. I know the Yugoslavs very well. Russia must be made
to understand that she must give consideration to other peoples in
the world. The Russian people as a whole are not antagonistic to
the United States.

Mr. Lopge. Then you believe, Mr. Barrett, that we should not aim
in this program toward a resumption of trade between eastern and
western Europe, that we should not have} as, one of our objectives
that the industrial surpluses of western Europe should be exchanged
on a larger scale with the agricultural surpluses of eastern Europe?

Mr. BarrErT. There is only one thing the Slav mind understands
and that is force. I thoroughly believe from my own experience with
the Slavs that if General Marshall had the authority, and came out
and told Russia to get out of any country that she is now in that is a
satellite nation, or to stop right where she is, if he said that in no un-
certain terms and used those very words, Russia would not move one
inch further.

That is the only thing they understand.

Furthermore, I also know that from an economic point of view, Rus-
sia 1s in no position to carry on a war.

Mr. Lopge. Thank you very much, Mr. Barrett.

Mr. Mavoney. Following Mr. Lodge’s question on Spain, would
you be in favor of Spain being included in the Marshall plan?

Mr. BarreTT. I would, yes, sir.

Mr. Mavrongey. Do you think that Spain could really contribute to
the general plan? :

Mr. BarreT?. 1 do, sir.

Mr. Mavoney. That is all, Mr. Chairman.

Acting Chairman Javirs. I have just two questions, if you will be
good enough to answer them:

What are these Latin American countries doing with these huge
surpluses now? Are they going to throw them in the sea?

Mr. BArrETT. Last year they burned as fuel 800,000 tons of wheat.

Acting Chairman Javirs. That is in the Argentine?

Mr. BARRETT. Yes, in the Argentine.

A(;;ting Chairman Javirs. Are they expected to do the same this
year?

Mr. BarreTT. This year they have given instructions to the
farmers that unless they are included in the Marshall plan, they are
to plow under two-thirds of their farm area.

Acting Chairman Javirs. By “included in the Marshall plan,” just
what do you mean?

Mr. Barrerr. To furnish their commodities, their wheat, their
meat, and their corn.

Acting Chairman Javirs. As part of the plan?

Mr. BarruETT. As part of the plan.
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Acting Chairman Javirs. Now, you said these countries were
being diseriminated against by American suppliers of industrial
materials, insofar as price is concerned?

Mr. BArRrETT. No more so than any other foreign country. As a
matter of fact, it is common practice in the United States, 1n engineer-
INg CONcerns and machmerv manufacturing concerns, instead of a(ldmtr
the usual 10 percent that is added when we sell in this country, to add
40 percent when you are doing business with a foreign country.

Acting Chairman JaviTs. Supposo on these bids obtained by the
United States for them on your plan, the price would still be above the
normal United States range, would you have the United States pay
the difference?

Mr. BArRrETT. No, sir.

Acting Chairman Javits. Then the scheme would fail?

Mr. BaArreTT. No. The Latin Americans are satisfied that if the
agency designated by the United States Government to administer
the Marshall plan will supervise the purchase of the equipment and
machinery that they need and for which they will submit require-
ments, if this agency of the United States Government will supervise
the pulchase of that equipment, they are satisfied just to call the
deal a deal, and give us their commodities at average prices.

Acting Chairman Javirs. Even if it is not actua.lly successful,
even if they still have to pay the high price?

Mr. BarreTrT. That is correct.

Mr. Jupp. May I ask one question?

Acting Chairman Javits. Yes.

Mr. Jupp. Why do they increase their prices so exorbitantly when
they deal with these foreign countries? Just because they can get it?

Mr., Barrerr, That is it exactly.

Mr. Jupp. Why can they not get it from us? Our country has to
buy the commodities, too.

Mr. Barrerr. In the first place, there is too much competition in
this country. There are too many companies in this country domg
business only in this country. There are comparatively few engi-
neering companies doing business on a foreign market.

I will give you a perfect example: The United States Steel Corp.
Carnegie-Illinois, National Tube Co., Republic Steel, and all thosc
fellows decide to build a new steel mill. Their engineers decide to
build a plant; they buy the equipment direct from the manufacturers
and install it themselves. Whereas, if a foreigner comes into this
country and wants a steel mill, he cannot 2o to any one of those steel
companies and get the drawi mgq They will not furnish them. He
has to go to an engineering company which charges a 10-percent fee
for the drawings and engineering. Then that engineering company
does the purchasing and buys the machinery and the equipment,
shifts the equipment overseas, furnishes drawings for foundations,
and builds things, and also furnishes technical experts to supervise the
installations and the opening operations of that mill at a fee.

Mr. Jupp. I judge from the letters you previously submitted,
that a lot of these companies are charging Americans just as badly
as the foreigners, when they can.

Mr. Barrerr. Well, I would not argue that point with you.

Mr. Jarman. They send experts over to open the plant at a fee,
's that a part of this 50-percent add-up?
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Mr. BARreTT. Noj; that is normal, but they add that 50 percent to
the fee they ordinarily would charge.

In other words, if we would send a man as we often do to a certain
location—for example, we are building some industrial installations
for the Weatherhead Co. down in Louisiana. We send a superin-
tendent down there and we charge them $50 a day and expenses for
that man. If we were sending that man to the Argentine, we would
charge them $100 a day and expenses.

Mr. JarmaN. Then that criticism down in South America and
other countries, too, about American businesses gouging them, it is
well-founded, is it not? 2

Mr. BarreTT. It 1s well-founded. _

Mr. JarmaN. I did not realize that, and I am sorry to hear it.

Mr. BarreTT. I am just giving you facts, sir.

Listen. Our economy in this country is so tied up with world
economy, that if we simply ignore world economy and contribute of
our own wealth for temporary aid and relief to western Europe, this
$16,000,000,000 will disappear like the other $15,000,000,000; we will
have less work in this country, we will have unemployment, and the
world will be no better off. Whereas, if we use this $16,000,000,000
to create prosperity, not only to rebuild Europe to normal, but to
increase prosperity in the Western Hemisphere where those people,
through better living conditions, will. want more of what they call
luxuries today, but what we look on as necessities, then our, export
markets will double and triple and increase and this thing will be like
a snowball over the years.

Mr. Jarman. I thoroughly agree with all of that except I do not
see how 1t will double and triple with this 50-percent addition.

Mr. BarreETT. We will not put the 50-percent addition on if we
have to supply it through a Government purchasing agent, and if the
proper businessmen are put in charge of that bureau administering
that. They will know whether the prices are right or not, and they
know where to go to get the right prices.

Mr. Jarman. This letter that you had here, what kind of firm is it?
I imagine that is a legitimate brokerage firm?

Mr. Barrurr. That is a legitimate American brokerage firm.
There are thousands of them.

I have a commitment right now from a past commander of the
American Legion for 150,000 tons of steel, cold-rolled sheet, deep,
drawing stock, 18- to 22-gage, and it will be shipped right from a mill
in Chicago at $215 a ton. They say there is a steel shortage.

Mr. Jarman. In view of these facts you have revealed, I can under-
stand how, especially with anybody that might be inclined to be
demagogic, a bad impression of us exists in the minds of some Latin
Americans.

Mr. BarrerT. That is right.

Mr. Jarman. It is not encouraging to me.

Mr. BaArrETT. As I said this morning, the War Assets Adminis-
tration is sending millions of tons of armament to scrap dealers at 10
cents on the dollar. Those scrap dealers are spending another 10
cents on the dollar and cutting it up with a flame torch. Instead of
selling that scrap directly to the steel mill, they are calling up a broker
or an agent who, in turn, sells it to the steel mill. The scrap dealer
makes quite a nice commission, the broker or agent makes quite a
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nice commission before the steel mill gets it. It is either that, or the
broker and the scrap dealer specify that if they give the steel mill
100,000 tons of scrap at $45 a ton, they have to receive back 50,000
tons of finished sheet at $95 a ton, which they in turn will sell for
$215 a ton, because the people will pay it.

I had the purchasing agent of Henry Kaiser fly into my company
office a few weeks ago and beg me to get him 500,000 tons of steel to
make automobiles out of. I said, “I can get it, if you will pay $215
a ton. I will not add anything on for myself, because I want to do
you a favor.”

He says, “I will pay anything to get it.”

Mr. JarmaN. Now, how do they sell that War Assets scrap; do they
sell it by bids?

Mzr. BarrETT. Surely, they sell it by bids, and in some cases the
deal is negotiated.

If the Government could cut that scrap up and sell it direct to the
steel mills, you would eliminate about 90 percent of that.

Mr. JarmaN. The steel mills do not bid, evidently?

Mr. Barrerr. No; because all these big steel mills have agree-
ments with the scrap dealers. We have a bunch in Pittsburgh we
call the forty thieves.

I will give you a concrete example: You had a gentleman in the
newspapers by the name of Henry Weisman, and some of the things
I get angry about as a citizen—on December 27, 1944, I rode out on
the Pittsburgher from New York, sitting alongside Leonard Weisman.

He turned to me and said, “Can you raise $10,000?”

I said, “Sure, what for?”’

He said, “Look at this letter.” It was a letter from the colonel in
charge of the British Purchasing Commission in New York. At that
time we needed 105-millimeter shells, right after the Bulge. There
was a plant up in New England the Government paid $3,500,000 to
put machinery in to make the shells and the British were not using
it. This letter offered this plant to this general scrap dealer, Leonard
Weisman, who is one of the “forty thieves,” for $20,000, United
States money, cash.

If you want to check me, I got off the train in Pittsburgh and
called Paul Gaston in the Machine Tool Division of the War Pro-
duction Board and told him about it, and he did not know about it.
He called me back on New Year’s morning at 8 o’clock and said,
“I know you will be happy to know that I had the United States
Army take over that plant.”

Mr. Jarman. 1 do not want to check you, but I want to know who
made that offer.

Mr. BarreETT. The British Commission in New York offered it to
these scrap dealers in Pittsburgh. Every one of the big steel companies
buys their scrap through a scrap dealer. That is normal, but in this
case I do not see why the United States Government cannot sell the
scrap direct to the mills, |

Mr. Jupp. I can think of a company in my district that has been
trying for 8 or 10 months to get some machine tools that are in some
of these aluminum plants such as New Castle, Pa., Dayton, Ohio.
The tools are there; they have been there for 2 years since VJ-day,
but they said they cannot sell them because the paper work is not
complete.
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They were there 2 weeks ago, and last week they were gone.

Mr. BArrETT. A scrap dealer probably got them.

Mr. Jupp. Yes. The administration would not sell them to the man
up in my district who is using the stuff to make oil burners, and so
forth, for GI houses. No; they sell them to the dealer and the manu-
facturer then has to pay two prices for them afterward.

Mr. MaLoNEY. Is there fraud in this thing?

Mr. BarrerT. There is not one bit of fraud. According to our
present existing laws, a man can buy anything at any price he wishes
to pay for it and he can sell it for any price he can get for it. However,
I do think that the United States Government, in the administration
of its own departments, can take certain steps that will minimize the
conditions that are not right, that are existing.

Mr. Mavo~NEY. It leaves the door open for a lot of fraud, does it
not?

Mr. BarrerT. That is true.

Mr. Ricaarps. Mr. Barrett, if the United States Government went
to cutting up this stuff and selling it as scrap, you would have a howl
from all legitimate big business throughout the United States that
the Government is competing with private business, would you not?

Mr. BarrerT. Why?

Mr. Ricuarps. I do not know why, but you do.

Mr. BarrerT. No; I do not think you would.

Mr. Mavoney. Would the gentleman yield there?

Mr. Ricaarps. I think you would.

Mr. Barrerr. Legitimate dealers do not like serap dealers, but
they have to do business with them.

Mr. Ricaarps. Why must a steel manufacturer go through a scrap-
dealer to get the stuff?

Mr. BarrerT. Well now, look: If T told you everything I know, I
am afraid the Internal Revenue Department would be following me
around to get some information—not on myself, but on things that
I know.

Mr. Ricaarps. Well, T think the things that you are telling us
could be very helpful.

Mr. BArRreTT. I am afraid they could. That is why I am telling
them to you. I am just sick and tired of seeing my GI doughboys—
and I have 2,500 of them in my Legion post—going out and getting
a job and being offered a job at $150 and $200 a month, when they
cannot live on $300 a month at the present cost of living, when there
1s no reason for it, when a few people in the United States—a few
selfish people, such as people I know in Pittsburgh and in New York
and Philadelphia, Chicago, and other places who say to me, “What
do we care about the other fellow, we are going to make our fortune.”

My boys have to live, and they have to have jobs where they get
salaries to pay their expenses and put some money into the bank.

Mr. Ricuarps. Do you think the Government should take all
surplus property and retail it throughout the United States and not
sell any of it to legitimate business distributors?

Mr. BarrerT. | am saying that I feel that the United States Gov-
ernment should take its surplus property that cannoet be legitimately
sold as 1t is, for use as it is, and turn it into such shape and form that
it can be sold directly to somebody that will use it as an end user.

Mr. Ricaarps. However, the law now is not being violated?
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Mr. BarreTrT. It is not at all. There just is no law to stop it.

Mr. Jarman. If they did that, would the steel companies then bid
onit? They would not bld on it now, you said, because of the arrange-
ment with the “thieves.”

Mr. BARrRETT. The steel companies have gotten up to where they
stand on their hind legs and state to the Government that they are
not producing any more because they have not got scrap and raw
material. They certainly would violate their own “statements if they
would not.

Mr. Mavoney. Would the steel companies themselves put this
stuff in condition to be used?

Mr. BarrETT. No. They do not have the facilities to do it.

Mr. MavoNEy. If they are so eager to get scrap, do you not think
they would do that?

Mr. Barrerr. I would think they would, if they were so eager to
get it, but they are satisfied. They are making nice profits. They
are C"ettuw warehouse price for their me wrehandise instead of mill price.

Mrs. Bovtox. Would you feel that perhaps the United States
Government has a responsibility in disposal of surplus war materials,
that it has a responsibility to the people who paid for it, and they
should not sell it at 10 cents on the dollar to be resold at 150 cents on
the dollar, but rather they should sell it at a decent price to those who
use it directly and not have it go through two or three middlemen to
save the taxpayers money?

Mzr. BArreTT. That is right.

I feel that I am a stockholder in the United States Government, as
a citizen. I feel the United States Government has an obligation to
its citizens to carry on its financial operations to the best advantage
and to the best profit of the United States of America.

Mrs. Borron. Thank you.

Mr. JarMaN. I understood you to say that Argentina had furnished
nearly as much relief, I believe you said since the war, to Europe, as
we had. Did I understand you correctly?

Mr. BArreTT. Yes, sir.

Mr. Jarman. I am surprised to hear that.

Mr. BarrerT. 1 did not talk to a family in Argentina that could
not show me a list of many, many packages of food and clothing and
shoes and things of that kind.

Mr. JaArmaN. You mean largely individual contributions?

Mr. Barrerr. I mean individual contributions, just as our people
here have given to the Red Cross and other agencies.

Argentina has not furnished it as a U‘(thllmvnt and I would say
all of the Latin-American countries I l\nm\ v\mll(l be very glad to
enter into the administration of the Marshall plan, (Olltllhlltlllf" cer-
tain things free, but those countries today do not have any dollars.

As I Illt'ntlmwd this mmnmg, when you were not here, sir, today
in the Chase National Bank in New York, and various other banks
in New York, there are $100,000,000 worth of letters of credit from
the Argentine Government to American business concerns who have
gone down there and sold them a bill of cgoods to get a letter of ¢ re dit,
and they are men, as we say, “having their offices in their hats,” and
they feel if they can get a million- dollar letter of credit down there,
they can come back to this country and find somebody to malke it
for them. Today, the Argentine has $100,000,000 tied up in New
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York by those men who are tied up from 7 to 9 months, and they can-
not touch that money. Not one of those letters of credit has pro-
duced one dime’s worth of equipmenr for the Ar crontme

Mrs. Borron. That is the good-neighbor pO]l(\ A

Mr. BarrerT. And you wonder w hv they feel bitter about it.

Acting Chairman Javirs. Thank you very much, Mr. Barrett.
Your presentation has been very helpful to the committee. I know
I speak the minds of the committee.

Mzr. Barrerr. Thank you.

STATEMENT OF WILLIAM D. DAVIES, REPRESENTING FOREIGN
FREIGHT FORWARDERS AND BROKERS ASSOCIATION OF NEW
YORK, AND AFFILIATED ORGANIZATIONS

Mr. Davies. My name is William D. Davies, vice president of
D. C. Andrews & Co., Inc., whose head office is at 27 Water Street,
New York, N. Y. I am also chairman of the Forwarders’ IndustI'V
Committee, representing New York Foreign Freight Forwarders’ and
Brokers’ Assocmtlon Inc.; the Forw ardmv Agents and Foreign
Freight Brokers Association of New Orleans, La, the Pacific Coast
Customs and Brokers Association, with divisions at Puget Sound,
Columbia River, northern Cahforma and southern California; and a
number of individual forwarders.

The purpose of our appearance today is to bring to your notice
what foreign freight forwarders, here referred to as forwarders are;
how forw alders have served commelcml industry and rrovernmentb
efficiently and economically; and the threat to their existence of ex-
pensive and unexpert governmental forwarding.

Foreign freight forwarding is the act of arranging to move ship-
ments from any part of one country to a destination abroad. The
business of forwarding compared with expert transportation is small,
and 1ts cost relatwelv insignificant. Freight forwarding in relation to
export transportation is similar to that of “ball beanngq to an automo-
bile. The cost of ball bearings compared with the total cost of the
car 18 insignificant, but without ball beari ings the automobile will not
run far. Smnlatly in regard to forwarding, every export must be
forwarded, otherwise a shipment will not move from its point of
origin, let alone get, to its foreign destination.

Many forwarding firms have been in existence for over 80 years.
There are men 81tt1n<r here in the room whose fathers were in this
business and spent their lives in the business, and now have their sons
spending their lives in the business. Forwarders as a whole like to
stand on their own feet and have as their spokesman one of their own
industry. Although the committee is assisted by Mr. Marvin Coles,
in whose ability thvv have every confidence, yet I have been mstructed
as chairman, to appear before you, as I am an actual member of the
industry itself. Glancing about, I see a number of well-established
concerns represented—Mr. Harry Fowler of Caldwell & Co., Mr.
George Dougherty of American Express Co., Mr. George lalmadgc
of Ajax Shipping Co., Mr. Carl Schroff of International Expediters,
Mr. Jack Lunmncdmm and Mr. J. Limerick of the Judson Sheldon Co.
who, if time would permit, which of course it does not, would like to
address you or answer any questions that you may have.
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Our industry is now facing an economic death. In the years we
have been in business, we have faced adversity and prosperity, and we
know how to meet both. However, in the event that no provision is
written into the bill that you have before you, we are faced with con-
ditions which may cause a great disruption in, if not complete cessa-
tion, of our industry.

If we did not know the work that we perform has to be done, and if
we did not know that as an industry we can perform this more expertly
and more reasonably than Government departments, we would not
be here before you. We make no appeal for manufactured unneces-
sary work, but what we fear is that a Government department, either
our own or that of foreign governments, may do this essential freight-
forwarding work.

These are not vague or nightmare fears. When lend-lease was first
inaugurated, a foreign government decided to create its own enormous
forwarding department, and it required an act of Congress to nullify
this enormity. The Bland Freight Forwarding Act (sec 217 of the
Merchant Marine Act of 1936, as amended) passed, after extensive
hearings throughout the country by your Merchant Marine and
Fisheries Committee, had developed the fact that on every shipment
leaving this country, the act of foreign freight forwarding must be
performed in this country and that for many years past, large and small
commercial exporters have used forwarders as the most economical,
most efficient, and best means of forwarding.

Capt. Granville C. Conway, Administrator of the War Shipping
Administration, stated to a group of forwarders gathered together in
his office from all over the country after the close of the war, that in
his opinion forwarders have performed an efficient service to the Gov-
ernment at a lesser cost than could have been realized in any other way.

In more recent days, under the Greek-Turk relief bill, no specific
recommendation was inserted regarding the use of forwarders, but
rather transportation was left to executive discretion. The Army
seized upon this, and has handled a large number of strictly commer-
cial, nonmilitary, supplies to Greece, such as those for building roads
and railroads, and have forwarded them as a Government forwarding
agency. No figures are available to us as to the cost, but from ex-
perience of other Government operations we know that the actual cost
of forwarding must have been greater than those of commercial
forwarders.

Forwarders usually receive their remuneration in two forms, by
service charges made to shippers for services rendered to them, and by
brokerage paid by ocean carriers for the services they render to these
carriers. Brokerage, customarily being at a rate of 1) percent, has
never been a factor in entering into freight rates, as was testified under
oath by several carriers in a recent hearing of the Maritime Com-
mission. It is illegal and would be a rebate for any carrier to pay
brokerage to a concern having a financial interest in the goods, which
is interpreted as meaning that brokerage can only be paid to for-
warders and not into Government or Army.

If forwarders handle these shipments, the cost to the Government
would be comparatively little, and the major recompense to the
forwarders would be in the form of brokerage paid by carriers.

Exporters, both large and small, for many years have used for-
warders to do this specialized work for them. Large companies,
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such as Allis-Chalmers, and the Chrysler Corp., certainly have the
brains, the ability, and the money to create, if necessary, their own
forwarding departments, but they do not do so, having found by
experience that forwarders do an abler job and more cheaply than
they can themselves.

The small exporter is particularly dependent upon forwarders. In
another hearing before the Maritime Commission, smaller exporters
from different parts of the country testified that without forwarders
they would be unable to remain in the export business.

We have been told from high official channels that if the bill now
before you becomes law, it is likely that a majority of exports¥to
Europe for the next 4 years in one form or another will be paid for
under this plan. To permit our own Government, through a govern-
mental agency, to drive the commercial forwarders out of business,
would not only mean greater expense and less export service to the
Government, but would mean that eventually the exporters of this
country would be placed at a disadvantage through a lack of proper
forwarding facilities. To permit foreign governments to build up
their own forwarding departments, or specially favored forwarding
concerns, would create a strangle hold on the exports of this country
when normal peacetime conditions return.

We have not come here to argue for or against this bill, but only to
ask if the bill be passed, proper provision be made for the use of
forwarders. We have not come to you to ask for a hand-out—to be
paid for unnecessary work. We have come to you to place our belief
and knowledge before you of the facts; and these facts show definitely
that forwarding must be done on all exports and that forwarders can
do this work better and at less cost than any Government agency,
We are striving in this appearance for freedom from fear, not fear of
economic death by natural causes, but fear that through our failure
to put the facts properly before you, this matter may be engulfed by
a heavy sea of apparently greater matters.

To show the scope of this industry, carriers have stated that for
instance in the port of New York, in excess of 90 percent of their
total cargo is provided by forwarders, that what the forwarder does
for them could not be done without much greater expense on their
part, than the brokerage paid, and that if for any reason forwarders
were removed from the field of transportation, chaos would inevitably
occur. Again in the port of New York on packaged goods as opposed
to bulk or wet cargo, forwarders are responsible for arranging the
arrival at seaboard at the proper time of at least 80 percent of all
freight. Unless the ship and the cargo mate—that is the cargo is at
the right pier at the right time for the right ship—vessels sail not
fully laden, and the cargo incurs unnecessary storage. This service
is of great value to carriers.

Some commercial forwarders pay in excess of a million dollars a
month to carriers for freight moneys. The forwarding industry, as a
whole, again in New York, employs over 10,000 people and pays the
carriers many millions of dollars a month in freight moneys.

In the brief time at our disposal here, it is not possible for us to
enumerate all the services that a forwarder performs for the carrier
or all the services the forwarder performs for the shipper. Perhaps
these latter can be best summed up in the general feeling expressed
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by exporters that once they have arranged for the order and produced
the merchandise, everything else is in the hands of the forwarder.

This committee in New York represents, in my considered opinion,
80 percent of all forwarding done—mnot 80 percent of all forwarders,
as there are a number of small forwarders, and a few large forwarders,
who have not joined themselves with this committee. The associa-
tions and members of the industry represented by this committee
outside New York represent, again in my considered opinion, 80
percent of all the forwarding done.

Many forwarders have offices in different cities to serve best the
interests of their customers in forwarding shipments through Atlantie,
Gulf, or Pacific ports, as may be most desirable in the interests of
speed and lesser rail and ocean rates. To provide the shippers expert
advice and instructions as to the cheapest and quickest method of
transportation from the point of origin to the point of destination is,
I believe, one of the most important ways in which forwarders can
and do serve exporters.

Congress has expressly stated its policy to be that American foreign
freicht forwarders must be maintained as a necessary adjunct to our
foreign commerce and our merchant marine. After extensive com-
mittee hearings, the Congress established that policy in 1942 and
directed the Maritime Commission and all other Federal departments
and agencies to cooperate in the development of the freight-forwarding
industry both in wartime and during the postwar period. Further-
more, Congress clearly indicated its mtent that Government ship-
ments to foreign nations be serviced by private freight forwarders,
actually inserting a provision that lend-lease cargoes should be so
handled. At the time Congress made that decision, the forwarders
were faced with the same situation as we now find of possible extensive
competition and virtual extermination by our own Government agen-
cies and by forwarding organizations established by foreign nations
receiving assistance from our country. All we ask is that the already
established congressional policy expressed in section 217 of the Mer-
chant Marine Act be reaffirmed to apply to shipments to be made
under the pending bill.

It is our hope that we have shown to you that in the interests of the
taxpayer, the use of the forwarder is necessary from the pomnt of view
of efficiency, economy, and the real peace development of the export
trade of this country. To effect this, we urge that this legislation or
its legislative history clearly indicate the congressional imtent that
private freicht forwarding be used to handle all cargoes moving as a
result of enactment of this legislation. This can, in our opinion, be
accomplished in either of two ways. First would be an actual amend-
ment to the pending bill, which could read along the following lines:
The term “water-borne export and import foreign commerce of the United States”,
as used in section 217 of the Merchant Marine Act of 1936, as amended (56 Stat.

171), shall be deemed to include all export shipments from the United States
made pursuant to provisions of this Act.

If such a elause would be added, it would clearly demonstrate the
congressional intent that these cargoes, as were the lend-lease ship-
ments, should be serviced by forwarders.

If, for any reason, you deem it inadvisable to insert in the pending
legislation a clause to this effect, we strongly urge that there be made
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a clear statement in the committee’s report on this bill to the effect
that it is our intention that private freight-forwarding facilities be
used to service these shipments. If you so decide, may I suggest
something along the following lines:

Authority is given in the bill for the transportation of supplies to the recipient

nations. While the authority to transport these supplies is broad, it is the
intention of your committee that normal private freight-forwarding channels be
used to service such eargoes and that these cargoes should be handled in accord
with the provmons of section 217 of the Merchant Marine Act of 1936. It is
your committee’s view that use of private freight forwarders to handle these
cargoes would not only,be less expensive to the Government but that it is neces-
sary to insure the preservation of our freight-forwarding industry for service to
our postrelief program of foreign commerce.
If neither of these courses is adopted, we are fearful, and we believe
properly fearful based on past experience, that either our own Govern-
ment or a foreign government will seize this lack of direct intent and
proceed to build up organizations of their own, which actual experience
in the past has shown to be less efficient and more expensive and which
will, in addition, deprive members of this industry of the results for
which they have labored for generations past: and by dealing this
industry a staggering, if not mmml blow, will deprive expor ters of
export transportation help when the d&vs of real peace arrive.

Acting Chairman Javirs. Thank you very much.

Mr. Davies, you will forgive the members of the committee if they
have to slip out one by one to answer this quorum call.

Were there any questions?

Mr. Jonkman. What is the danger to your forwarding of shipping?

Mr. Davies. The danger is this: If no provision is made in the
bill, one of our own Government departments—probably the Army—
may decide to take over all the forwarding of such shipments. We
have no means of competing with the Army. If the Army says it 18
going to take over, it takes it over and there is nothing we can do.

They actually did do so in the case of the slnpmentb that went
abroad under the Greek-Turkish relief program and that is what we
fear. It is not a vague fear, it is a real fear that has resulted from
things which have happened in the past.

Also, we fear if no provision is put in the bill, a foreign government—
and this again has actually happened—will decide to “set. up their own
freight-forwarding department here.

That was done in 1940 and 1941, and it required an act of Congress
to do away with that.

Mr. JarmAN. Mr. Jonkman asked the only question I had in mind,
but I do want to comment on it. I can see the danger with regald
to the foreign governments, but I do not believe you need to worry
about the Army

Mr. DAvigs. I did not hear that, sir.

Mr. JarmaN. I say, I can see the danger of the foreign government
setting up a forwardmg company over here, but as far as the Army
is concerned, this is quite different from the Greek-Turkish loan. With
the per%onnd in the Army as short as it is, I do not believe you will
have much danger on that score, but with regard to the foreign
governments, you may have some reason to be concerned about them.

Mr. Davies. I hope you are right, sir, but the Army has shown
indications that they want to handle this. They have said before
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the House Committee on Merchant Marine and Fisheries that they
would like to handle this.

Mr. JArmaN. They are talking about shortages of personnel, and
I did not think they would want to.

Mr. JonkmaNn. (Presiding.) Mr. Judd.

Mr. Jupp. You have said in your statement that there are no
figures available regarding the cost to the Government of the Army
doing the forwar lmg in the case of the Greek-Turkish shipments.
If you do not have the actual figure, you do not know, do you?

Mr. Davies. I was referring to other figures there on page 3 of my
statement, sir. There were some ﬁguros that were released during
the war on certain governmental operations at the time. They were
not complete ficures. However, what I had in mind, sir, was this,
in a rather indirect way——

Mr. Jupp. You mean on the basis of past experience, you would
have reason to believe?

Mr. Davigs. It is for this reason, sir, that when we do forwarding
work, most of our recompense 1s Iecmvod from the carriers in the form
of brol\erage. That is for services we render to the carrier. That
brokerage is not paid to anyone who in effect is not a forwarder. Itis
not paid to the Government.

Therefore, our cost to the Government is minute, whereas the Army
or any Government department would not get that brokerage and
therefore their cost must be more. It is qmtc possible that our total
compensation might be paid 90 percent by the carriers and 10 per-
cent by the Government or even less than that, possibly, and 1t is
quite impossible for anybody to believe that the Ar my could do it for
90 percent of what we would do it for.

Mr. Jupp. Mr. Chairman, I wonder if it would be possible for our
committee staff to get the figures telling us exactly what the cost has
been for this service of forwarding, as carried out by the Army or by
govemmenhal agencies, during the Greek-Turkish operation. Other-
wise, we do not know what we are doing.

Mr. JonkMAN. We will call that to their attention.

(The information requested is as follows:)

DEPARTMENT OF THE ARMY,
Washington 25, D. C., March 3, 1948.
Hon. CHARLES A. EATON,

Chatrman, Foreign Affairs Commattee,
House of Representalives.

Duar MRr. Eatron: This acknowledges receipt of your letter of February 17,
1948, addressed to Legislative and Liaison Division concerning the method of
forwarding and the cost factors involved in the handling of matériel for the
Greek-Turkish assistance program.

Shipments of matériel to Greece and Turkey are moved primarily through the
New York port of embarkation and the services which are available from freight
forwarders have been provided by the staff at that port. « These services normally
include the following:

1. Maintenance of a record of arrival of in-bound ears, trucks, or barges and
the follow-up of shipments to insure availability for the vessel.

2." Arrangement for prompt unloading or temporary storage of shipments when
necessary to avoid car detention.

3. Arranging for placement of cargo at shipside as required (at New York this
includes obtaining steamship permits, placing of lighterage orders, follow-up to
assure delivery of cargo at ahumdm and checking to insure t!mt shipment is
complete including eorrelation of shipments from several origins when they econ-
stitute one ocean shipment.
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4. Securing of dock receipts or other appropriate signatures from the steam-
ship company, either directly or through the delivering inland carrier.

5. Accomplishment of in-bound Government bills of lading, noting exceptions
and seal recording, and the surrender to delivery carrier. The maintenance of a
complete record of bills of lading handled and surrendered.

6. The checking of out-turn reports against in-bound bills of lading to insure
the receipt of the proper quantity, condition, and packing, and reporting any loss
or damage to the consignor.

7. Arranging for re-marking, repacking, cooperage, and similar incidental
services as required.

8. Maintenance of a complete record of arrival, unloading, storage, and loading
aboard the vessel for each shipment in such detail as is necessary to provide a
basis for certification of the earriers’ bills for storage, demurrage, switching, and
accessorial services,

9. Preparation of ocean bills of lading or space charter manifests, tendering
same to the steamship company and securing the carriers’ signature.

10. Provision of shipping documents (including War Department shipping
documents) to steamship company to be placed abroad the vessel.

11. Preparation of export declarations or a letter indicating that the vessel is
carrying United States Army cargo and filing of either the declaration or letter,
whichever is appropriate, with the collector of customs.

12. Providing the consignor with all data and facts required concerning the
shipment, including data necessary for the preparation of sailing dispatches.

The Department of the Army personnel engaged in the shipment of the Greek-
Turkish assistance matériel perform similar services in effecting shipment of other
matériels such as Department of the Army supplies for troop support, civilian
supplies for the prevention of disease and unrest in occupied areas, and other aid
programs. The volume of matériel shipped to Greece and Turkey is relatively
small in comparison to these other programs and the cost of freight forwarder
services rendered can only be based upon the cost of the man-hours devoted to
the two programs and the tonnage handled. It is estimated that the cost of this
service is 9.1 cents per measurement ton.

Sincerely,
Wirton B. PERrsons,
Major General, General Staff Corps,
Chief, Legislative and Liaison Division.

Mr. Jupp. You say the brokerage rate is customarily 1}% percent?

Mr. Davies. Yes.

Mr. Jupp. Does it depend on a percentage, or on a negotiated
agreement depending on the difficulty of the operation?

Mr. Davies. Our fees depend upon a negotiated agreement, and
they may be $2.50 or $7.50 per shipment. One and a quarter percent,
of course, refers to the ocean freight paid, and not the value of the
shipment.

Mr. Jupp. Suppose tbis language that you sugeest were put in.
As I read it it would be practically a mandate to the Government to
use the private freight forwarders. Would they not be in a position
to put the screws on, just the same as we have heard that other people
put the screws on when there?

Mr. Davies. Oh, I do not think so. I think their record shows that
they have a desire to cooperate with the Government and have
accepted the Government’s rates after discussion in a free way.

Mr. Jupp. There is no question but what most business men in all
lines of business want to cooperate. Most people stop at red lights,
but if there is no policeman around, once in a while somebody goes
through.

Mr. Davies. This is not like a steel mill where perhaps there are
20 companies producing steel. There are in New York, I have been
told, and I believe, between 400 and 600 forwarders alone. If we do
not want to handle the work for the Government, somebody else will,
The force of competition will be bound to keep things down.
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Of course, we would be violating the antitrust laws if we got to-
gether and made any agreements as to a certain amount. I think
the Government is amply protected in such an event.

Mr. Jupp. Would you object to putting in language something
like this, that insofar as the. Government carrying on its operation, it
shall use private freight forwarders for such service, where such service
can be rendered by them as efficiently and at no greater cost? That
would give the Government an out, if the Government could do it
more efficiently or cheaper. They would then be authorized to do it
under the law.

Mr. Davies. Of course, it would also be stipulated that the Army
would not use their personnel without a proper charge.

Mr. Keg. I am sorry I was not in when you made your opening
statement; I was called out, but I read your written statement
here. I notice you mention a brokerage rate of 1% percent. Is that
1% percent of the carrying charges or the freight rates?

Mr. Davies. Of the ocean freight rates.

Mr. Kee. Would you mind for my information, briefly describing
the nature of the service you render?

Mr. Davies. I will be glad to do that, sir.

Those services to the carrier, I assume you mean in that case. We
perform two services; one to the carrier and one to the shipper. Of
course, the services that we perform to the carrier are in return for the
brokerage that we receive. 1 will just run through them very briefly
and then elaborate, if you wish.

Mr. Keg. Just briefly.

Mr. Davies. Service rendered to the carrier by foreign freight
forwarders: :

Securing cargo for the ship, securing spot cargo—that is, cargo on
which a ship may be dependent for a full load, either on a measurement
or weight basis.

Providing special deliveries on special days for hazardous cargo,
extra lengths or on-deck cargo, or for heavy lifts. We sometimes
make, as agents for the consignee, contracts for the various carriers.
We consolidate shipments, thus providing shipments which would not
otherwise move.

We prepare ocean bills of lading and we prepay freight. We be-
come liable for booking cargo. Instead of a carrier baving to look
for payment of its freight moneys all over the country, they can look
to one established forwarder. We act as a liaison between carriers
and shippers, thus enabling carriers to remedy situatiors resulting
from occasional errors. Very often we make blanket bookings, thus
doing away with a great amount of work on the part of the carriers in
making individual small bookings for many small shipments. One of
the chief things we do is the prompt bandling of document. We
see that cargo arrives at the right pier at_the right time for the right
ship.

We prepare and handle all necessary documents and see that they
are in the hands of a consignee in sufficient time to prevent any delay
n removing cargo from the pier at the other end.

If there is congestion at the pier at the other end, it has a very
unfortunate economic effect on the carrier,

Those are some of the services or most of the services that for-
warders provide for carriers.
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Mr. KeEe. It would be necessary to furnish the cargo ordinarily,
but in this case the administrator of this plan would be furnishing all
the cargo for the ships.

Mr. Davies. That is perfectly true, and I did not mean to imply
that that is one of the services we would provide on Government
cargo. However, even when the Government provides the cargo,
there is still the necessity to see that that cargo arrives at the right
port at the right time. Obviously, if it arrives too soon, demurrage
or storage may be incurred.

if it arrives too late, the boat goes out unladen.

Mr. Kgg. I can see where that would be a very important service
at the time, and some of the others, possibly. 1t is possible that
some of the commodities furnished under this program would be
carried by Government ships. There would then be very little use
for the service, is that not so?

Mr. Davies. If I may, I will answer your question in two parts.

Of eourse, I cannot tell what would happen in the future but I
know of no direct operation by the Maritime Commission—which is
the controlling agency—of any boats at the present time. They do
have many boats under charter to various operators. They do, as a
matter of fact, own most of the stock of a couple of operating lines,
such as the American President Lines.

However, the Maritime Commission, which is the agency involved,
does not operate any ships. There is no operation similar to what
used to be done 20 years or more ago by the Emergency Fleet Corpo-
ration, which of course, was a Government corporation. Therefore,
unless there is a change, there will be no Government-operated ships.
However, even if the ships were operated, sir, the same services would
have to be performed for them. It makes really ro difference whether
it be a Government-operated ship or a commercially operated ship.
The same act of forwarding has to take place. Forwarding, sir, is
something that is done in this country. It cannot be done abroad.
It has to be done here. Without forwarding, no cargo would move
from the supplier’s plant to the seaboard, let alone get abroad.

Forwarding has to be done, and it makes no difference whether it
be Government cargo or commercial cargo, or whether the ships be
Government operated or commercially operated.

Mr. Kgg. The exports from this country to Europe have fallen off
tremendously, have they not, in recent months or years?

Mr. Davies. Of course, they are not, as my memory goes, as big
as they were before the war, and they have been less recently. The
Department of Commerce figures are not available. I think that
they have fallen off just recently. I do not know if they have fallen
off tremendously. 1 perhaps could not use that word in its full sense.
They are now getting some benefit of course, under the Emergency
Aid Act that was passed just recently.

Mr. Kee. Do you anticipate that the inauguration of the Marshall
program will further reduce our exports to Kurope from private
concerns?

Mr. Davigs. It depends upon how the Marshall Act works, sir.
I think that if the Marshail plan is put into effect, the dollars will be
made available in one form or another, so that exports can flow to
Europe, as they have done so heretofore. Whether it will be on a
government basis or a private basis of course Congress will decide.
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Mr. Kee. If it was on a private basis, it would not interfere with the
forwarding business at all?

Mr. Davies. Not in any way, sir. If it is left in the hands of
commercial shippers, commercial exporters. and commercial buyers on
the other side, we have no worry at aul. It is only if a large amount of
Government buviutr is done, either by our own agencies or by foreign
government agencies.

Mr. K. Therefore, if it is left in the hands of private agencies,
your business as forwarders would not be injured. However, if the
Government makes all the purchases and controls the shipping, you
are afraid, as you expressed 1n your statement, it would put you out of
business?

Mr. Davies. That is right, yes, sir.

Mr. Kee. Of course, the fact that the Marshall program goes into
effect will have no appreciable effect on your business because this is
new business.

Mr. Davies. This Marshall plan business will take the place of
what has been moving heretofore. In other words, there always has
been a certain amount of exports to Fmop('an countries. Since the
cessation of hostilities there has been a goodly flow of business to
European countries and if the Interim Aid Act and the Marshall plan
are not coming into effect, because the supply of dollars in Europe
has now fallen oﬂ' few pur chases could be made here.

As I foresee it, the bill you have before you here now is merely
going to replace what was for merly bought commercially before.

Mr. Kge. Is there any other place where out Government inter-
feres with your business?

Mr. Davigs. The lend-lease operation did, yes, sir, until the bill
was passed to reectify the inequalities of the situation.

When lend-lease first started, we were placed in a very adverse
position and the House Committee on Merchant Marine and Fisheries,
whose problem it was at that time, went into the matter very care-
fully indeed. They held about 9 or 10 hearings here in W ashington.
They held hearings in Portland, Maine, New Orleans, Seattle and
San Francisco, to find out what the ])()Q.ltlf)ll was. After these exhaus-
tive hearings, they passed the so-called Bland Act, which directed our
own Government to use commercial forwarders.

Mzr. Kee. That was under the lend-lease program?

Mr. Davies. That was under the lend-lease program. It did not
entirely limit it to lend-lease. It expressed a policy for the future,
too. However, we feel that in this new bill that you are writing, it
might very readily contain some expression, such as transportation
being left to executive decision, which in the case of the Greek-Turkish
bill was seized upon by the Army to forward these shipments them-
selves.

Mr. Kee. I believe you furnished to Dr. Judd, upon his inquiry,
a suggested provmon did you not, that you would like to see incor-
pomted ?

Mr. Davigs. I did; yes, sir. It is in the printed statement that I
have here.

Mr. Kee. All right, sir. That will be all.

Acting Chairman Javirs. Are there any more questions?

Thank you very much, Mr. Davies.
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STATEMENT OF DAVID D. LLOYD, AMERICANS FOR DEMOCRATIC
ACTION, WASHINGTON, D. C.

Acting Chairman Javirs. Mr. Lloyd, would you be good enough
to do your best to confine your opening statement to 10 minutes?

Mr. Lroyp. I think we can reasonably do that.

My name is David D. Lloyd. 1 am a lawyer and I am at present
serving as director of research and legislation for Americans for
Democratic Action at 1740 K Street NW., :

I might also add that in connection with foreign policy, I have had
some personal experience in that field, having been assistant general
counsel of the FEA, during and after the war, and having served in
Paris and London for some period of time on general European
economic matters.

Americans for Democratic Action has consistently urged the enact-
ment of a comprehensive plan for Furopean aid. At its national
conference in March 1947 the ADA adopted a statement of policy,
which declared:

The vast material resources of the United States must be utilized to establish
economic conditions in which democratic forces can live and grow and to demon=

strate to the nations of the world that there is a dynamic alternative to the
¢otalitarianism of the right and of the left.

Shortly after the Harvard speech of Secretary Marshall, the ADA
endorsed his proposals as a concrete embodiment of its own recom-

mendations. In a statement of September 20, the national board of
ADA said:

We regard the program embodied in the Marshall plan as an absolute necessity
for laying the foundations for an economically healthy and peaceful world. We
favor the Marshall plan as 8 means of saving democratic eivilization in Europe
from chaos and the advance of totalitarianism; we favor also the necessary domes-
tic measures in support of the Marsghall plan to' preserve our own economic

health.

In December of 1947 the ADA issued a thorough analysis of our
foreign policy entitled “Toward Total Peace.” This document,
copies of which have been sent to all members of this committee,
surveys our most acute and pressing foreign problems and comes to
the conclusion that the Marshall plan is the high point of our foreign
policy since the war, and is essential to the maintenance of world
peace. I would like to submit this document to the committee as a
whole, with the request that it be inserted in the record, and ask that
it be considered as a complete statement of the ADA position and
the basis of my necessarily brief remarks.

Acting Chairman Javirs. I think it is quite extensive for inclusion
in the record. If you will be good enough to furnish us with enough
copies for every committee member the clerk will distribute them.

Mr. Lroyp. I will do that, sir.

ADA believes that this country is faced with a world erisis demand-
ing immediate and comprehensive action. There is every indication
that the industrial countries of western Europe, the old center of the
world’s commercial system, are on the verge of collapse. If this eco-
nomic catastrophe cceurs, all our plans for world prosperity through
the World Trade Organization, and the other international bodies
which we have done so much to create, are headed for failure. The
UN itself could not be expected to survive.
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If living conditions get much worse in western Europe, and the
economic future there becomes more uncertain and more ominous,
we may expect the Communist Party, acting as the right arm of
Soviet policy, to move rapidly to seize power. We may also expect
to see the totalitarians of the right growing in strength and mobilizing
their forces to impose dictatorships. Such a situation would have
the makings of prolonged ecivil strife from which the United States
and the U. S. S. R. might find it impossible to abstain. Whatever
the outcome of such a struggle, all our hopes for peace and for a world
economic communitv would be shattered. The only alternative to
this grim prospect is, in our opinion, the prompt and large-scale
application of economic aid for the purpose of str engthenmﬂ demo-
cratic elements in the European nations and rescuing them from the
political alternatives of despair.

Type of aid: Our problem is to restore the productivity and the
trade of the western European countries. Since the war we have
spent billions on relief, and saved the populations of Europe from
starvation and epidemic. But this has not proved to be enough.
We are confronted with a need for the bare essentials of food and
fuel almost as great as when we started. We must get off the relief
treadmill.

Our aid must include productive equipment both for industry and
agriculture, to enable the participating countries to supply their own
needs and to earn dollars abroad. We must be able to provide this
type of equipment promptly, whether or not circumstances are such
in each case as to permit its financing on a bankable basis.

Size of our aid: Our appropr iations will have not only an economic
but a moral effect upon the recovery of Europe. The world economic
situation is fluctuating, price levels are rising, and it is quite im-
possible to make an accurate prediction of what will be needed. In
considering the careful estimates which have been made by the admin-
istration and the Harriman committee, I think we should err if at all
on the side of generosity, remembering that since the war most of
our estimates oo relief and foreign needs have been underestimates.

Indeed I believe that the more money we appropriate at this time
the less we will have to spend in the end. Today in Europe economic
recovery is strangled by fear as much as by shortages. There is a
lack of confidence in the future, which leads to the hoarding of agri-
cultural supplies and other stocks. An American commitment at a
high level will restore economic confidence in Europe and check
these manifestations of economic hysteria. But if our plans are
niggardly and grudging the Europeans will continue to rely on primi-
tive measures of economic self- protection, and trade will remain
strangled.

Administration of our aid: The administration must be efficient,
flexible, and closely coordinated with day-to-day developments in
foreign pollcy The corporate device, while it has its advantages, is
likely to overemphasize purely economic considerations and thus be
unable to yield swiftly to the demands of foreign or domestic policy.

On the other hand, the ECA should be an m(l(-])( ndent agency and
not a part of the State Department. To do its tremendous job effec-
tively, the ECA must be staffed by top-notch people from business,
Government, and the ranks of the universities, and from labor. Such
men can only be recruited by a chief of out,stamll,ng ability and national
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reputation. Anyone big enough for the job is big enough to be respon-
sible directly to the President.

European economic unity: The ERP offers an opportunity for
laying the economic and political foundations of international coopera-
tion. Both the economic recovery of Europe and the future chances
of world peace depend upon the immediate institution of measures to
break down the barriers of nationalism which have made Europe the
cockpit for the power clashes of the twentieth century.

While the report of the CEEC indicates a willingness on the part
of the participating nations to work toward a European customs union
and to take other measures of integration, we should aim far beyond
these modest goals. Congress might well include in the legislation it
passes an affirmation in favor of the creation of a United States of
Europe, along the lines of the resolution introduced last session by
Senators Fulbright and Thomas. In addition to affirming this
ultimate objective, the administration of the aid should take ad-
vantage of every opportunity to require the European nations to act
collectively as a group rather than individually as economic and po-
litical rivals. The spirit of nationalism is still very strong in western
Europe. Deeply entrenched interests, both bureaucratic and eco-
nomic, will resist the battering down of national barriers. We can
help in the process by dealing with the participating nations as a group,
rather than separately, by asking them to pool their resources and re-
quirements, to divide .scarce supplies equitably among themselves,
and otherwise to act in concert. On this score, our attitude should be
cooperative, but we shall have to be firm,

The adoption of such a policy would convince the peoples of
Europe that our aims are more profound and more constructive
than playing power politics against the U. S. S. R. It would show
that we truly desire to create an independent Kurope, a workable
federation, standing on its own feet and as free of our domination as
of that of the Soviet. It would do much to offset the constant
attempts of those hostile to us to persuade Europe that we are pre-
paring the Continent for a future battlefield and planning to use the
Europeans as pawns for our own purpose.

In all this, the agencies of the UN have a role to play. Further,
there is room in the UN for such regional groups and associations.
The door should always be held open, moreover, to the so-called
satellite countries, provided only that they become members of the
club in good faith, and abide by all the rules.

Nationalization of industries in Europe: Many of the governments
of Europe are committed, in varying degrees, to internal economic
programs calling for the nationalization of certain basic industries.
In some countries these programs have been partly put into effect,
in others they are still political talking points. In the past, few of
these countries had a free-enterprise system in our sense. Because
European states are so small, business there quickly takes the form
of monopolies and cartels. It would be a tremendous mistake for the
United States to insist upon the perpetuation of a system of ownership
which the people of western Europe are exercising their demoeratic
prerogative to modify. Such changes, undertaken in conditions of
political freedom, have nothing to do with communism. In fact theﬁ
are urged, in western Europe, by parties which are engaged in a deat
struggle against the Communist conspiracy to impose the police state.
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We should not, therefore, make it a condition of our aid that European
governments adopt our ideas as to the proper degree of government
mtervention in economics.

United States domestic economic policy: The successful carrying
out of the ERP will require a healthy economy at home. While we
would have a serious inflationary situation in this country if we pro-
vided no foreign aid, we must recognize that foreign aid tends to
aggravate a situation already bad.

We must have sufficient foresight and sufficient maturity as a
nation to back up our foreign policy with the needed goods, even
where it hurts us to supply them. ADA believes that to accomr)hsh
our purposes, indeed to fulfill our destiny, we shall have to have,
temporarily, allocation controls over certain essential materials, the
rationing of meat, contraction of nonessential credit, certain price
controls, and continued rent control. We shall have to face and
solve the necessity of bringing wages into equilibrium with the
rising cost of living, fmd stablizing them at that level. These things
are necessary, not only to enable us to supply Europe, but to forestall
that. economic LOH&])Q(, which will bring us down in domestic ruin,
and on which the Soviets are basing their expectations and all their
hopes of expanding their system of totalitarianism.

On the other hand, if we take the necessary measures at home, and
launch our foreign aid program on a sufficient scale and in the spirit
of statesmanship, we have a fair chance of creating a stable Europe
and world peace.

Acting Chairman Javirs. Thank you, Mr. Lloyd.

Mr. Jonkman?

Mr. JonkmaN. No questions.

Acting Chairman Javirs. Judge Kee?

Mr. Kee. I note with ploasme that you believe in a liberal appro-
priation to imitiate this program.

Mr. Lroyp. Yes, we do. We believe that at least the full amount
which the administration has asked for should be appropriated.

Mr. KeE. $6,800,000,0007

Mr. Lroyp. That 1s right.

Mr. Keg. I note in your statement, Mr. Lloyd, that you say that
this should be administered by an 1n(lvpondont agency, not under the
State Department. Do you mean that it shall not be under the
direct control and direction of the State Department?

Mr. Lroyp. We say, ““ Not a part of the State Department.” What
we mean by that is that it should be independent in the sense of
having its own personnel and its own head and its own responsibilities,
but it should be, of course, directed to work with the State Department
on foreign pollc-y and to conform to the foreign-policy directives of
the State Department and the President.

Mr. Kex. 'Ilm,t is practically the plan as set up in the present bill
that we have before us, is it not?

Mr. Lroyp. Yes; I think that is correct.

Mr. K. We have an administrator who has broad powers, with
the right to not only consult with, but make use of, all the Govern-
ment dcpaltm(-nt and their agencies.

Mr. Lroyp. Yes; that is sul';si.ﬂ.m.ial.ll._v it. 1 think, however, that
there are some indications in the present bill to the effect that the
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personnel may not be entirely under the administrator of the organi-
zation.

Mr. Kge. The present bill also provides, which I think you will
agree is a necessity, that in matters affecting foreign policy the
President speaking tluouo-h the Secretary of State shall have the last
word. You approve of that?

Mr. Luoyp. We agree with that. That is absolutely necessary.

Mr. Kee. You do not believe that it should be a corporation?

Mr. Lroyp. No. 1 think a corporation is likely to have certain
advantages in the way it can handle the funds, and so on. But a
(01p01‘1t1011 with a large board is likely not to have the necessary
flexibility, and is hlw]} to get too involved in making, or not losing,
money.

Mr. Keg. The bill er eating this agency as an independent agency
can be framed so as to give it a sufficient flexibility, the same as a
corporation.

Mr. LLoyp. Yes; that is quite right.

Mr. Kee. We have a bill before us, dealing with the administration
of this program, which stipulates that it shall be administered by}a
corporation with 14 directors, 8 of whom shall be the voting direc-
torate, and those 8, appointed by the President, shall be nonpartisan,
4 from each of the major political parties of the United States.

I would like to have you comment on that plan.

Mr. Lroyp. Well, sir, I think our general line would be on that,
that such an organization sounds cumbersome. There is a desira-
bility in having proper advice and counsel from private interests and
representative groups in the Government. But I do not think—
and here perhaps I speak not so much for ADA as out of my own
experience—I do not think that a Government operation can be
encumbered with a lot of boards and committees, and so on, to the
degree that your suggestion would seem to me to involve.

Mr. Kre. I think that is all, Mr. Chairman.

Acting Chairman Javrrs. Dl Judd.

Mr. Jupp. I have no questions now.

Acting Chairman Javirs. Mrs. Douglas.

Mrs. Doucras. I notice, Mr. Llnv(l with some interest, that you
recommend that certain controls be reimposed.

Mr. LLoyp. Yes.

Mrs. Doucras. If those controls are not reimposed, what do you
think would happen as a result of this program?

Mr. Lroyp. Well, Mrs. Douglas, I am not an economic prophet,
and I am just as glad T am not because they always seem to be wrong.
But I do think that it will be increasingly difficult, as inflation pro-
agresses, to meet the demands of the program and to get the essential
materials. Thiswill have to be a selective program, in many respects.
I do not see how you can be sure of getting enough grain or enough
steel, for example, without some form of control to assure that 1t
18 tllt_‘l‘e.

I do not think we can base our foreign policy on the long chance
that we will have good crops. It seems to me that we have to go a
little further than that.

On the general level of increasing prices, of course, if this present
tendency continues we should have to reappropriate every few months
to keep ahead of the price level.
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I think that controls are absolutely essential, and that the failure to
have any controls would seriously impede the program. Of course
if it were a choice between controls and enacting the program, I would
say go ahead with the program and do what we can.

Mrs. Dovgras. If we do not have controls, do you feel it will cost
us much more?

Mr. Lroyp. It will cost us a great deal more. One of the troubles
with the British loan, obviously, was that the price level inéreased so
throughout the world, and particularly in the United States, that the
money appropriated was not enough to do the job. One of the things
all these countries are suffering from, it seems to me, is that our prices
have gone up so.

Mrs. DouGras. Do you think there is any likelihood that we will
have these controls or can get them through?

Mr. Lroyp. Well, I think that is a matter in which we are very
much interested and have been urging on Congress: the adoption of
the necessary controls. I would hope that we could get something
through. I am afraid, in the present temper of the country, that it
does not look as though we will get all that are necessary. I would
certainly hope that we would have the necessary ones.

Mr. Dougras. Thank you.

Acting Chairman Javirs. Mr. Lodge?

Mr. LopGge. Do you believe that a reimposition of price controls
would producé more goods—thereby help the ERP and therefore
bring down a gradual lowering of pressure on prices?

Mr. Luoyp. Here you have me out of my field and in the economic
realm. I do not know that imposing controls on prices would increase
production, but there are certain elements of our economy where pro-
duetion is at a peak and where price increases have nothing to do with
bringing new goods onto the market. Certainly in those areas it
would be possible to have controls without contracting production,
and, by and large, it would seem to me that if we could once stabilize
this thing at some point we would get off the spiral. If we could hold
the cost of living items we would have some way of getting on a level
keel here.

Mr. LopGge. You believe price controls do not result in a diminution
of the supply of those commodities which are price-controlled?

Mr. Lroyp. Well, I haven’t any evidence that they do. But, as I
say, I am not an expert in this field.

Mr. Lopae. Do you think the people who produce items which are
price-controlled are just as anxious to keep on producing them as they
were before they were price-controlled?

Mr. Lroyp. Well, assuming the controls are at a reasonable level.
We had price controls during the war, and our productive effort and
achievements were never greater. We had almost universal price
control.

Mr. Lopce. You had Government subsidy during the war on almost,
all those items by Government purchases of one kind or another.

Mr. Lroyp. I think that is true. I think this is also a necessity:
If you are going into the business of controlling agricultural prices you
have to inescapably face the question of subsidies.

Mr. LopGe. In other words, you feel, if you were the administrator
of this program, that you would recommend that the European par-
ticipating countries not only retain the price control structure they
have but perhaps extend it and increase it.
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Mr. Lroyp. I would recommend that they achieve stability ag
best they can. I think in all these countries you have tremendous
monetary pressures. You have a tremendous monetary inflation
which is doing just the opposite from ereating production. It seems
to me 1t 1s choking production because there is so little confidence in
the future of the currency. To the extent that they can bring that
situation under control, they should be encouraged to do so.

I would think if you have a well-organized, well-run government
and a general acceptability of law enforcement throughout the country
you can have price control, as England has had price control, on the
basic commodities, and has kept down the cost of living ever since the
war. In other countries I think it would be more or less impossible
to enforce 1t efficiently.

Mr. Lopge. You believe price controls are the chief weapons
against inflation? \

Mr. Lroyp. No; I would not say they were the chief weapon. But
I would say that probably at this point in our inflation you would
have to have something like them.

Mr. Lopge. You do not believe, then, that price controls attack
the real cause of inflation?

Mr. Lroyp. No. I think they are a stabilizing thing, as you can
see in England, where price control, combined with the subsidy pro-
gram, has kept the cost of living down. But that has not prevented
money pressures from pushing out into other areas of the economy.

Mr. Lopge. In France, for instance, you have price controls on
meat, and when I was there you could not possibly buy a piece of
meat at the control price. The meat was sold in Paris on the black
market, where the Government could not tax it.

Mr. Lroyp. Yes.

Mr. Lopae. Does that seem to you to be a satisfactory state of
affairs?

Mr. Lruoyp. No. But I wonder how you will get along if in France
you remove controls on meat and rationing and price controls. In
Britain, on the other hand, there is very little meat, but you actually
get your ration at the meat store. Your price is fixed. I think the
stability of Britain during this whole period has been due to the
rationing and price control of basic items more than to any other
factor.

Mr. Lopcr. I can envisage situations in which price controls are
necessary, but 1 am inclined to think that in order to cure the cause
we have to think of other things besides.

Mr. Lroyp. I quite agree. I think control of credit expansion is
one of the items, as well as many other things.

Mr. Lopce. Mr. Lloyd, on the last page of your testimony, under
item V|, you say:

Because European states are so small, business there quickly takes the form
of monopolies and cartels.

That interests me because, as I see the ERP, one of its major
objectives is to federate Europe economically, to create what I
would call a sort of United States of Europe in which the important
thing would no longer be that European states are small but in
which there would be the creation of a European economic structure
rather than a structure of separate European nations.

Mr. Lroyp. That is right.
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Mr. LopGge. As that takes place, the basis which you referred to
there would no longer exist, would it?

Mr. Lroyp. That is correct; yes.

Mr. LopGe. And, in that case, according to you, there might be a
gradual denationalization and debOCl&hZ&tIOH if you like, of those
various industries, would you say?

Mr. Lroyp. I think that is a possibility. Of course it would be
very, very far in the future, I should think, because in my opinion this
creation of the United States of Europe is going to take quite a while
and be an extremely painful process. It will be difficult for the people
who are undergoing it and also for the administrators of the program,
but it might be that if they create a trading area of sufficient size
without barriers that their resort to nationalization may not be so
necessary.

However, that is conjecture.. I do not know.

Mr. Lopge. Thank you very much.

Acting Chairman Javirs. If there are no other questions, I would
like to ask you a few questions, Mr. Lloyd.

First, would you be good enough to tell us or present for the record
at a later date the composition of the Americans for Democratic
Action the pumber of members or chapters or in any other form so we
get some idea as to the composition of the organization?

Mr. Lroyp. I can tell you. By count today we have 80 chapters
and organizing committees in 30 States and our affiliated student
organization, Students for Democratic Action, has about 105 chapters
and organizing committees.

Acting Chairman Javits. Do you have any estimate of the number
of members?

Mr. Lvovyp. Nothing very accurate. The membership is by
chapter. I think it is probably somewhere around 20,000 members
now.

Acting Chairman Javirs. I notice on page 3 of your statement you
say, ‘‘Congress might well include in_ the Ieglblatuon it passes an
affirmation in favor of the creation of the United States of Europe.”
Do you have the text of any amendment to the bill that you would
like to offer on that subject?

Mr. Lroyp. Well, I refer here only to the resolution introduced
by Senator I‘ulbrlo‘ht and Senator Thomas of Utah last session.
Perhaps we could get you something a little more specific.

Acting Chairman Javirs. Would you like to submit something in
terms of the legislation which is before us?

Mr. LLoyp. Yes.

(The information referred to is as follows:)

To carry out this idea, I would suggest inserting at the conclusion of section
2 (a) of the State Department bill (H. R. 4840) the following sentence:

“It is further declared to be the policy of the United States to encourage such
countries to form bonds of permanent union within the framework of the United

Nations, for the purpose of achlmmg economic unification among themselves
and a regional political organization in the nature of a United States of Europe.”

Acting Chairman Javirs. I notice on page 4 of your memorandum,
you ask “‘that the doors be kept open to the so-called satellite countries.
I assume you mean the Soviet satellites. If they abide by all the
rules. What do you mean by that? What are the rules you want’
them to abide by?
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Mr. Luoyp. I am thinking there in terms of the European organiza-
tion, which we hope can be set up, that is at present the Committee
of European Economic Cooperation, and whatever may come out of
that. The rules would simply be the rules of an association, so to
speak, the fair dealing, that goes on between those nations who arce par-
ticipating. I feel very strongly about this personally, Mr. Chairman,
because during my period in London I was working in the Embassy
there with the so-called European economic organizations, the coal
organization, the transport organization, and the European Emergency
Economic Committee. We made every effort to have the participa-
tion of the USSR and all of the eastern countries in those organiza-
tions. For a time we did have many of them in, at least as observers,
But increasingly they got out. One of the great obstacles, of course,
was the refusal of the Soviet to produce any statistics. I think the
first rule of the club is that everybody has got to put his national
statistics on the table, and no fooling, because that is the first, pri-
mary requirement of good faith in working out an economie program.
Continuing on that line, you would go along on whatever else comes
up. The rules, however, would not be laid down by us, but they
would be rules which the European nations agree to use in concert
for their mutual help and benefit.

Acting Chairman Javits. 1 notice under part 5 of your statement,
you recommend that we do not impose any conditions with respect
to the nationalization of industry. However, would you see any
objection to our imposing conditions with regard to the attainment
of goals of production?

Mr. Lroyp. Well, you could impose them if you allowed a tolerance.
First let me get this clear. Do you mean conditions in the legislation?

Acting Chairman Javirs. Either legislation or by these bilateral
agreements we propose to make, as to how much production shall
have been attained by a certain time.

Mzr. Lroyp. You can establish targets there. I think in this eco-
nomic situation we have today with so many disturbing elements, you
could not hold them up because they, through some circumstances,
did not reach the goal.

Acting Chairman Javirs. You see nothing inconsistent between
your desires and the establishment of production targets?

Mr. Luoyp. No. I think they could be established again with
the concert of these nations.

I feel very strongly that a lot depends on the administration
of this program and we cannot expect to stand off here and lay down
the law as to what they should do with steel and so forth. We have
to have people there who have their confidence and are working with
them. In that spirit, I think we could certainly establish production
goa's.

Mr. Kee. You would not impose penalties if these nations did not
hit their target, if they made an honest effort?

Mr. Lroyp. If they made an honest effort.

Acting Chairman Javirs. Are there any other questions?

(No response.)

Acting Chairman Javrrs. Thank you very much.

The hearing will now adjourn until tomorrow at 10 o’clock.

(Whereupon, at 4:25 p. m., the committee ‘adjourned until 10
a. m., Thursday, February 5, 1948.)
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THURSDAY, FEBRUARY 5, 1948

HouseE oF REPRESENTATIVES,
ComMmITTEE ON FOREIGN AFFAIRS,
s Washington, D. C.
The committee met at 10:15 a. m., in the Foreign Affairs Committee
room, United States Capitol, Hon. Donald L. Jackson (acting chair-
man) presiding.
Acting Chairman Jackson. The committee will come to order.
This morning we are privileged to have Mr. Chat Paterson, the
national chairman of the American Veterans Committee, before us.
You may proceed, Mr. Paterson.

STATEMENT OF CHAT PATERSON, CHAIRMAN, AMERICAN
VETERANS' COMMITTEE

Mr. PatersoN. As long ago as July 1947, the national planning
committee of the American Veterans Committee passed a resolution
stating in part [reading]:

We warmly support Secretary of State Marshall’s offer of large-scale American
assistance to European nations on condition that they agree on a common program
of reconstruction among themselves. To refuse such aid would foree Europe into
starvation, despair, and chaos, which would make impossible the establishment
of a lasting peace. We propose that United States aid be used to raise living
standards, not to raise armies. Whatever the cost in dollars to the United States
of this assistance, it is negligible compared to the alternative. Neither peace
nor a prosperous America can long exist in a wrecked and ruined world to which
the United States refused to extend the credits and goods which are indispensable
to reconstruction.

Under conditions of full employment, the American economy is capable of
providing this aid without a decline in living standards, without retarding further
economic development, and without interfering with appropriations for veteran
training, reclamation, housing, public power, and other urgent needs.

Again in November 1947 we reaffirmed our support through an
additional resolution which stated in part [reading]:

1. Europe today is threatened with a complete economic break-down, which
ean be prevented only by immediate and decisive American aid,

2. Political demoeracy and individual civil liberties can only be realized in an
economy which provides a decent standard of living.

3. In Europe today democracy is strained to its'limits by economic hardship,
and may not survive any further deterioration in living standards.

4. European recovery requires vigorous action by the governments of Europe
to improve the production and distribution of basic necessities of life. But with-
out American aid, recovery is impossible. To give this aid is in our self-interest.
A collapse of the European economy and the subsequent destrucion of democracy
there, must threaten a sound American economy, the free institutions of the
United States, and world peace.
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5. An over-all program for European reconstruction necessary for the achieve-
ment, of those economic conditions in which democracy can exist can be achieved
only through an integrated European economy such as that proposed by the 16
nations participating in the Paris Conference,

6. The domination of Europe by a reconstructed Germany can be avoided only
within the framework of such an integrated European economy.

7. The refusal of the nations of eastern Europe to cooperate in the formulation
of a coordinated program for European recovery makes all the more difficult the
task of rehabilitating the devastated economic structure of both western and
eastern Europe.

The full resolution is attached:-to Mr. Root’s statement at the end
of this testimony.

Last month Oren Root, Jr., a prominent member of our national
planning committee, presented AVC’s testimony before the Senate
Foreign Relations Committee. A copy of his testimony is attached.

Acting Chairman Jackson. Is it desired to have that testimony
appear in the record of this committee?

Mr. Paterson. It is.

Acting Chairman Jackson. Without objection, it will appear in the
record at this point.

(The matter referred to is as follows:)

TesTiMONY OoF OREN Roor, JrR., REPRESENTING THE AMERICAN VETERANS
CommMmiTTEE (AVC)

. As the spokesman for the American Veterans Committee and as an individual
citizen, I come here to urge favorable action upon the proposed European recovery
program. I have attached to this prepared statement a copy of the resolution on
this subject adopted on November 16, 1947, by the national planning committee
of the American Veterans Committee. I shall not read this resolution, but I
would appreciate its being made a part of the record.

Specifically, I urge this committee and the Congress to take the following action:

1. To authorize the whole 4% year program.

2. To act promptly and in all events before the exhaustion of interimfaid on
April 1, 1948.

3. To establish clear lines of responsibility and authority for the administration
of the program.

In my view, the question should not be how much can the United States afford
to send to Europe. The question should be how much is necessary to save Europe
from chaos and totalitarianism, because a Europe fallen into chaos and totali-
tarianism would threaten this Nation’s very existence. We cannot afford to let
Europe sink into chaos and totalitarianism any more than we could afford to let
the Axis win the war., We may not like to admit that American presperity and
freedom depend upon European stability and freedom, any more than some
persons liked to admit in 1938 to 1941 that German and Italian military depreda-
tions were a threat to American security, but the one is as true as the other,

We placed no limit on our war effort and, for the same reason, we must not now
place limits upon our effort for European recovery. The measure of what is
needed is the measure of what we should supply, because if Europe fails to recover,
nothing we in America own will be worth much for long.

As a matter of fact, however, the estimated cost of the Marshall plan is small
compared both to the issues at stake and to other expenditures of our Govern-
ment. Seeretary Marshall estimates it at 6.8 billion dollars for the first year,
with the over-all total reaching 15.1 to 17.8 billion dollars. In the fiscal year 1947
this Government spent 7.8 billion dollars for veterans of its past wars, in addition
to such sums as were spent by States and muniecipalities. As one of those veterans,
it seems to me that an average expenditure of 4 billion dollars per year for 4 years
is worth while if that expenditure holds any substantial hope to prevent the ereation
in our lifetime of several million more veterans, living and dead.

I think, too, that the proposed expenditure of an average of $4,000,000,000 per
year for European recovery is just as important sn expenditure for national de-
fense as the $11,000,000,000 proposed for the Military Establishment in the
President’s budget for the fiscal year 1948,

Including interest on the national debt, which is almost entirely a war debt,
we are now paying for past wars at the rate of $12,000,000,000 per annum. The
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cost of any future war is incalculable. The annual estimated cost of the Marshall
plan is the equivalent of the cost of 28 days of World War II. If there is any
hope at all that this expenditure can prevent World War III, certainly it should
be made and made without hesitation.

When yvou do approve this program, as I am confident you will, I very much
hope you will establish clear lines of responsibility and authority. Let us profit
from the mistakes we made in preparing for thg war. It seems to me that our
whole effort to prepare for the war was tremendously retarded by the fact that
not until the creation of the War Production Board did we have anything like a
unified direction of our industrial effort. We must not repeat that confusion.
Personal jealousies, departmental jealousies, even jealousies between the execu-
tive and legislative branches of the Government, are too high a price to pay when
the stakes are so great. Congress cannot eliminate those jealousies from human
nature, but Congress can set this program up in such a way that their effect will
be reduced to a minimum.

In urging approval of the Marshall plan, few people have put much emphasis,
publicly at least, upon the moral aspects of our responsibility. I think this is a
mistake. Americans are more sensitive to moral and religious motivations than
any other peoplé in the world. Our very system of government is based upon
the Judeo-Christian conecept of the dignity of the individual; our Declaration of
Independence states that all men were endowed by their Creator with certain
inalienable rights. These are moral and religious concepts. They are basic in
the American creed. The followers of Hitler, Mussolini, Stalin, and their ilk may
be satisfied to act solely in terms of materialistic and mathematical calculations
of what is to their own advantage. But Americans are different. Americans
will never be happy with all their vast wealth and power unless they do whatever
is necessary to save the 300,000,000 people of Europe from ruin, atheism, and
slavery. That is the real reason why the great majority of our people are for the
Marshall plan. And that is why, in my judgment, this committee and this Con-
gress, as the servants of those people, should approve and implement it.

I want to conclude this statement with a quotation from a speech made by
Elihu Root 42 years ago when he was Secretary of State. Speaking at Rio de
Janeiro on July 31, 1906, Secretary Root said:

“Tt is not by national isolation that these results have been accomplished, or
that this progress can be continued. No nation can live unto itself alone and
continue to live. Each nation’s growth is a part of the development of the race.
There may be leaders and there may be laggards, but no nation can long continue
very far in advance of the general progress of mankind * * * A people
whose minds are not open to the lessons of the world’s progress, whose spirits are
not stirred by the aspirations and the achievements of humanity struggling the
world over for liberty and justice, must be left behind by civilization in its steady
and beneficent advance.”

RESOLUTION ON THE EUROPEAN RECOVERY PROGRAM (MARSHALL PLAN), AS ADOPTED
BY THE NATIONAL PLANNING COMMITTEE OF THE AMERICAN VETERANS COMMIT-

TEE, NOVEMBER 16, 1047, PHILADELPHIA, PA.

Whereas,

(1) Europe today is threatened with a complete economie break-down, which
can be prevented only by immediate and decisive American aid.

(2) Political demoeracy and individual civil liberties can only be realized in an
economy which provides a decent standard of living.

(3) In Europe today democraey is strained to its limits by economic hardship,
and may not survive any further deterioration in living standards.

(4) European recovery requires vigorous action by the governments of Europe
to improve the production and distribution of basic neeessities of life. But with-
out American aid, recovery is impossible. To give this aid is in our self-interest.
A collapse of the European economy and the subsequent destruction of democracy
there, must threaten a sound American economy, the free institution of the United
States, and world peace.

(5) An over-all program for European reconstruction necessary for the achieve-
ment of those economic conditions in which democraey can exist can be achieved
only through an integrated European economy such as that proposed by the 16
nations participating in the Paris conference.

(6) The domination of Europe by a reconstructed Germany can be avoided only
within the framework of such an integrated European economy.

(7) The refusal of the nations of eastern Europe to cooperate in the formulation
of a coordinated program for European recovery makes all the more difficult the
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task of rehabilitating the devastated economie structure of both western and
eastern Europe.

Therefore, be it resolved that:

(1) The American Veterans Committee—

Reaffirms its endorsement of the Secretary of State Marshall’s program for the
reconstruction of Europe through economic assistance to all European nations,
irrespective of the economic system of any participating nation, willing to co-
operate in good faith in a coordinated plan for such reconstruction;

Urges that Congress appropriate the funds requested by the nations participat-
ing in the Paris conference, as recommended by the Harriman report;

Urges that as a necessary prerequisite to such European recovery plan that
immediate economic aid be extended to France, Italy, and Austria pending the
full adoption of such program; '

Urges that the foreign-aid program be implemented by vigorous action to pre-
vent inflation and to inerease production.

(2) The reconstruction of Germany in connection with the European recovery
program shall not be conducted in a manner that will result in a resurgent Reich
capable of dominating Europe economiecally or politically.

(3) The offer to participate in the Marshall plan be kept open to all European
nations, in order that the eomplete integration of the European economy neces-
sary to full recovery may be attained.

(4) We call upon our fellow veterans of the European nations to urge upon
their governments full participation in the European recovery plan to the end
that civil liberties, democracy, and peace may be reestablished on a firm founda-
tion.

Mr. PatersoN. There is no need for me to go into a further dis-
cussion of the points raised by Mr. Root. However, I would like to
make several points with regard to the program and its administra-
tion. I make these because I feel that they are in line with the
thinking of our membership and within the framework of the resolu-
tions adopted by AVC:

1. There should be no cut in the proposed appropriation of 6.8
billion dollars. If the program is vital enough to be worth 5 billion
then it is certainly worth the additional amount.

2. Speed should be urged in enacting the program. It has been
estimated that it will take two full months from the passage of the
bill until supplies actually arrive in the other countries. In setting
up the administration of the program give it flexibility and incor-
porate the experience gained through the war period. Mr. Root
points out that:

It seems to me that our whole effort to prepare for the war was tremendously
retarded by the fact that not until the creation of the War Production Board
did we have anything like a unified direction of our industrial effort. We must
not repeat that confusion. Personal jealousies, departmental jealousies, even
jealousies between the executive and legislative branches of the Government,
are too high a price to pay when the stakes are so great. Congress cannot elim-
inate those jealousies from human nature, but Congress can set this program up
in such a way that their effect will be reduced to a minimum.

No other country can mobilize like America can on something
it really feels is essential. The crucial question is whether we are
able and willing to take necessary domestic steps to set an example
to the rest of the world of how they should put their own house in
order.

3. The Ruhr should be internationalized. Germany and its people
are unreconstructed. I am sure members of this committee saw
Mr. Sumner Welles’ recent article in the New York Herald Tribune
in which he described our de-Nazification program as a “‘ tragic farce.”

While we admit some improvement in German economy is called
for, it is essential that German production be geared for the benefit
of the peoples who suffered at Germany’s hands.
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Our primary objective is to revive economies of ERP nations, and
Germany only to the extent necessary for her to supply necessary
goods. The Ruhr should be put in the hands of nations participating
in ERP—these countries can best determine the priority and the use
of such German production. I have drafted a sense resolution to
this effect which I think should be passed by this Congress, thereby
making clear our intentions with regard to the Ruhr.

I think this resolution might be changed as to wording, but it
contains the essential points:

Prorosep RESOLUTION ON INTERNATIONALIZATION OF THE RUHR

Whereas increased industrial output in Germany is deemed to be
essential to the revival of the economies of the 16 ERP countries;

and

Whereas the Rubr contains the bulk of the industrial facilities whose production
is important to European economie revival; and -

Whereas all reports from Germany testify to the continued prevalence of Nazi
ideology among the German people; and

Whereas certain of the present key managers of Rubr production have in the
past been outstanding Nazis and prominently connected with the German cartels
which in the past dominated the Kuropean economy; and

Whereas the success of the European recovery program depends on the elimina-
tion of the forces which in the past have worked to the detriment of the peace of
Europe: Be it therefore

Resolved, That the United States propose that the Ruhr be placed under the
joint international administration of the 16 nations participating in the European
recovery program to insure that its production facilities are used for European
economic revival without creating a new menace to European peace.

Some of the production men, as I say, have been outstanding Nazis,
I think of Heinrich Kost and Heinrich Dinkelbach. I believe Dinkel-
bach was the chief paymaster for the Nazi Stahlwerke which was the
board of directors of the steel cartel, and I believe 1t made a contribu-
tion of approximately 50,000,000 marks to the Nazi Party.

I understand he is now in charge of steel production in the Ruhr.
The same with Henrich Kost, who was the right-hand man of Fritz
Thyssen during the early days of building up Nazi economy.

4. There has been considerable talk about the desirability of ap-
pointing business administrators for this program. We suggest you
place just as much emphasis on labor representation in this program.
The bulwark of American democracy abroad may well have to be the
democratic trade-union movements. Attackers of this program in
Europe have called this program an imperialistic, capitalistic crusade.
What better answer could there be than to insure full representation
of the American labor movement in the policies and administration of
this program and thereby show the people of the world that the
American workers are actively behind this operation? I say this as
one not connected in any way with the American labor movement.

5. The motives of the European recovery program are under cons-
stant Communist attack. The charge that United States aid is
inspired by an imperialist desire to exploit the peoples of Europe has
taken root among the not inconsiderable numbers of Communist
Party members and supporters in western Kurope.

This argument can best be met by making it clear that this aid is a
direct contribution from the United States taxpayer to the European
people. The provision that up to 5 percent of the money appropriated
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may be encumbered by guaranties to American citizens or corporations
who invest in approved projects provides a talking point for this
imperialist propaganda.

Furthermore, such guaranties should be unnecessary. They will
probably provide guaranties for investments that would have been
made anyway.

6. The American taxpayers should not be obliged to provide the
necessary funds for this program while the well-to-do Europeans
gontinue to hold on to their private hidden investments in the United

tates.

Immediate steps should be taken to assure that such private assets
are duly registered and called upon by the governments of the indi-
viduals to the extent that the crisis requires.

These private sources can then be used for security for the govern-
mental loans of these nations. This is no time for certain European
mdividuals to shirk their responsibility for the recovery of their own
nation.

I have not gone into Mr. Root’s testimony, and have only gone into
those things which he has not discussed.

Acting Chairman Jackson. Thank you very much, Mr. Paterson,
for a very comprehensive statement.

. Asis usual at these hearings, following such a statement, the session
1s thrown open for questions.

Mr. Jonkman.

Mr. JonkmaN. I have no questions, Mr. Chairman.

Acting Chairman JacksonN. Mr. Jarman.

Mr. JarmaN. Mr. Chairman, I regret that circumstances beyond
my control caused me to be late, and denied me the pleasure of hearing
Mr. Paterson’s testimony.

I have no questions, except I noticed a headline in the paper this
morning, and decided later to read an article along the line of the
investments in this country that you spoke of.

Mr. ParersoN. I did not happen to see that, but I believe I have
seen most of the articles appearing on that subject.

Mr. JarmaN. Thank you very much.

Acting Chairman Jackson. Mr. Javits.

Mr. Javirs. Mr. Paterson, I am very much interested in your com-
ments about Germany. That is a subject which is very much before
us, and I must say it is the first time that I have heard this idea that
the cooperating nations should take over the management of the Ruhr.

Now, will you tell us in detail, by what diplomatic and procedural
steps you would accomplish this objective?

Mr. PaTersoN. I must say that the actual administrative phase of
1t I have not gone into very deeply.

As I said, I tried to translate a resolution that had been passed at
one point, calling for internationalization of the Ruhr. T believe at
this point, for example, with the combination of Mr. Dinkelbach and
other gentlemen, they are the top people in “Bizonia.” I do not
know whether this would mean a pulling out of America. If it were
internationalized it would certainly include these other 16 countries.

I believe the steps could be taken if we were determined to do it
because Britain and the United States do control those two zones and
there is no reason in the world why through the United Nations, some
program like that cannot be carried out.
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Mr. Javirs. Is it not the fact that any internationalization of the
Ruhr discussed in the past has been four-power internationalization?

Mr. PaTersoN. As you will know, I did not restrict it to that.

Mr. Javirs. Would you tell me how the United Nations could be
tied into the ERP when the United Nations is not tied into the
16-nation European committee. How could you suddenly bring in
the United Nations, as you just said?

Mr. PatersoN. As I said, I have not gone into detail. T would
have to give it considerably more time, which I would be glad to do.

What I was trying to do was simply lay out a basic principle which
could govern the Ruhr at this particular time.

Mr. Javirs. Would you like to submit a detailed plan by which
the 16 nations could internationalize the Ruhr?

Mr. PaTeErsoN. Yes, I would be glad to do that.

(The information referred to is as follows:)

FurTHER INFORMATION ON A PranNn BY WHicH THE 16 NarTions PARTICIPATING
IN THE MARSHALL PrLAN CourLp INTERNATIONALIZE THE RUHR

I believe that it would be possible to provide in the German peace treaty that
the ownership of the major industries in the Ruhr be turned over to the 16 nations
participating in the Marshall plan. Provisions should be made to assure owner-
ship by this group of nations of Germany’s coal, steel, and chemical industries
in the Ruhr and Rhineland, with fixed compensations being paid to the publie
or private owners of these industries and resources. The economic administration
of the Ruhr should be vested in these nations. A eommission elected by these
nations should be empowered to make all decisions by majority vote as to admin-
istrative problems. Attention should be given to assuring that management of
the Ruhr resources is vested in reliable personnel, not formerly connected with
the Nazi or with German cartels. Management personnel should be appointed
by the members of the 16-nation governing group. The terms of transfer of the
Ruhr resources to this eonsortium should provide that the commission allocate
all coal and steel products in the Ruhr and Rhineland on a percentage basis to
the various nations, including Germany, requiring these resources to meet their
stated goals under the Marhall plan as stipulated by the Paris Conference in 1947.

Mr. Javirs. Now, you say Heinrich Kost; and what is the first
name of Dinkelbach?

Mr. Parerson. Also Heinrich.

Mr. Javirs. That they are now leading industrial managers in steel
production in the Ruhr?

Mr. PaTersoN. Steel and coal.

Mr. Javits. And they have a Nazi record?

Mr. PATERsoN. Yes.

Mr. Javits. Would you submit for the record the details of their
past?

Mr. PATERSON. Yes.

(The information referred to is as follows:)

DeraiLs oF THE Past or HEinricH Kost AND HEINRICH DINKELBACH
HEINRICH KOST

In October 1947, despite the strenuous opposition of France, the Netherlands,
Belgium, and Luxemburg, the military government in Bizonia decided to relin-
uish to German officials the authority of production as well as allocation of
uhr coal. A German coal management was created for the purpose of reviving
the coal production of the Ruhr. Heinrich Kost was appointed general manager
of the German coal management (New York Times, October 27, 1947). y
Heinrich Kost was a well-known German mine manager who became general
director of the Rhine Preussen Co. just as Hitler came to power. The Rhine
Preussen Co. is one of the largest of the Ruhr coal producers. The company
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forms a part of the famous Haniel Trust which is one of the largest concerns of
Germany dealing with coal, steel, rolling stock, ete. The Haniel family has
become tremendously wealthy under the Nazi regime. Heinrich Kost has been
connected with the Haniel Trust for a number of years and during World War II
held directorships in several major industries and cartels. The cartels with which
Kost was associated helped finance Hitler’s rise to power and, later on, Germany
for aggressive war.

Heinrich Kost joined the Nazi Party in 1934, years before the Nazi Party put
pressure on businessmen to take out membership. Because of this fact, and be-
cause of Kost’s intimate association with Germany’s major cartels, his appoint-
ment as manager of the Ruhr coal production was sharply attacked by the Ruhr
coal miners’ unions and by many democratic fellow Germans. It is noteworthy
that most of the other members of the German Ruhr Coal Commission were also
prominently connected with the Nazi Party or working very closely with it,

Among the representatives of the German mine owners special mention must
be made of Waldimar Oppenheim, a very intimate friend and collaborator with
Baron Kurt von Schroeder, a general of the SS and fuehrer of the Nazi banks, and
the man who was in a position to bring Hitler and Von Papen together, leading
ultimately to the appointment of Hitler as chancellor and Von Papen as vice
chancellor of the Third Reich.

Writing about the new German administration of the coal industry which is
so vital to the recovery of Europe, the Washington World Report of December
16, 1947, made the following comment: ‘“Allied officials take the position that
they will not interfere in administrative operations and will give advice only
- when asked.”

HEINRICH DINKELBACH

Heinrich Dinkelbach was appointed supermanager of the Ruhr industry by the
British authorities in October 1946.

Heinrich Dinkelbach is a notorious Nazi, a member of the board of directors
and the financial brains behind the Vereinigte Stahlwerke. He has been asso-
ciated with that notorious steel combine since before the advent of the Nazi
regime. He has worked in the closest possible terms with the founders of the
combine, Albert Vogler and Ernest Poensgen, the leaders of the German heavy
industry and the founders of the international steel eartel in Europe. Through
Dinkelbach millions of marks were paid to the Nazi Party.

The Vereinigte Stahlwerke was established in 1926 by Vogler, Poensgen, and
Friedrich Flick—recently tried as a war criminal. The influence of Germany’s
leading iron and steel combine extends beyond its affiliates both open and con-
cealed. The Vereinigte Stahlwerke holds the largest quota in the strategic
Rheinisch Westfaelische Kohlen Syndikat which controls about 75 percent of
Germany’s coal industry. The Vereinigte Stahlwerke also controls, indirectly,
the International Steel Cartel in Luxemburg. The political influence of Ger-
many’s largest steel combine was not based on the number of its directors in the
German Parliament, but arose from long association and support of pan-German
and Nazi movements. The Vereinigte Stahlwerke was behind the Nazi drive for
military conquest.

k The records found by the military authorities in 1945 in the office of the Verei-
nigte Stahlwerke in Dusseldorf revealed that Dinkelbach was closely allied with
the Nazi policy for a number of years. When he was appointed by the British
to become the chief trustee of the iron and steel industry in the British zone, his
membership and activities in the Nazi Party were deliberately overlooked.
Soon after he came to power and by virtue of his new position he succeeded in
freeing 27 of the 31 high officials of the Vereinigte Stahlwerke who had been pre-
viously arrested as notorious Nazi criminals. It is noteworthy that the majority
of the Vereinigte Stahlwerke high officials were members of Nazi eriminal organi-
zations such as the SS and SA.

b The well-known London weekly, News Review, of August 7, 1947, deseribed
Heinrich Dinkelbach’s present position in the following terms: “Herr Heinrich
Dinkelbach holds in Germany today the place once oceupied by such powerful
figures as Alfred Krupp, Hugo Stinnes, and August Thyssen. He is their direct
successor. He is the Ruhr industrial magnate, model 1947.”

Dinkelbach’s activities were deseribed by the same weekly in the following
terms: “Within the limits of disarmament and four-power level of industrial
projects, he is reorganizing the whole set-up (the Ruhr industry). He had the
same kind of a job under the Nazis from 1933 to 1939.” -

The prominent French neswpaper, I’Ordre, reported last year that his son,
Friedrich, who distinguished himself in his fights as a member of the 5SS, was
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liberated immediately after Germany's eapitulation and was returned to Dussel-
dorf where he is now working with his father.

Dinkelbach is now planning the revival of Germany’s heavy industry from the
North Cumberland House in Dusseldorf—the house which was formerly ezlled
the Stahlhaus, where the leaders of the German heavy industry used to meet to
plan the conquest of Europe. In 1926, when the giant Vereinigte Stahlwerke
was formed, Dinkelbach was appointed to the job of welding the numerous
concerns that went into the combine into one workable, self-supporting “from
the earth to the finished produet’ machine. He is now planning to rebuild the
same machine with the blessing of the British authorities.

Mr. Parerson. The information I gave was that he was mentioned
in Mr. Thyssen's book. The two of them are listed as members of
the board of directors under Hitler at that time.

Mr. Javirs. I notice what you say about cutting this amount for
the ERP from $6,800,000,000 to some other figure. Is it your idea
that this committee and the Senate Foreign Relations Committee
should not review the amount to see whether they believe it is justified
but should just pass it because it is asked for?

Mr. ParersoN. There is no question of not reviewing it.

Mr. Javirs. Suppose it is decided that $6,800,000,000 is wrong,
that 1t should be $6,600,000,000. Would you see any objection to
reducing 1t?

Mr. PareErson. Mind you, I have not had the occasion to hear con-
tinually witnesses on this and have not had access to other particular
documents, but then it seems to me that $6,800,000,000 is itself even
lower than the minimum put forth and represents a cut itself. I
must say I have taken at face value the statements that have been
made by several people before the Senate Foreign Relations Com-
mittee, that that did represent a cut, a minimum cut, and if it were
brought down below that it might be more of a reliet program than
& recovery program.

Mr. Javirs. You do not for a minute desire us to take your state-
ment as meaning that we should not review the amount.

Mr. Parerson. No. I did not want to go into detail.

Mzr. Javits. I notice you oppose this provision with respect to the
guarantees of American private investment abroad. If you were
convinced that “a plan”—not ‘“the plan,” but ‘“a plan”—would
contribute to the European recovery program success, you would not
be against it, would you?

Mr. ParersoN. I mustsay I have not had the time that the gentle-
men of the committee have had to really go over this thoroughly.
I know that, for example, certain large concerns are planning on
reestablishing their interests in Germany. I assume they will do that
anyway. If the conditions are not such that they cannot do it, why
should the Government stand the loss any more than they should?

I do not see why that 5 percent should be there.

Mr. Javits. Have the veterans in your organization expressed
themselves on this issue of the reindustrialization of Germany?

Mr. Parerson. In the resolution adopted in July that I referred to
briefly that is not attached here. One of the statements in it is—and
that, incidentally is the reason it is probably not reemphasized in
the November resolution [reading]:

We recognize the danger that American credits may be misused to rebuild
German military strength, without inspection and controls as after World War I,
We urge that any increase in the level of German industry be accomplished through
the imposition of strict control.
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Mr. JarmaN. I forgot to say what a fine looking, able-appearing
new chairman we have, and commend him on his excellent handling
of the committee.

Acting Chairman JacksoN. The Chair thanks you.

Mr. Jarman. With reference to your fear, which I heartily share,
that any substantial reduction of that amount would cause it to
become a relief program only, I might say that weé have considerable
testimony developed from my questions to the witnesses, who proba-
bly are much more familiar with the situation than you are, to the
effect that just that would happen.

As a matter of fact, I have asked two or three of them this. I have
assumed it might be cut approximately to two-thirds.

I ask them the question, if they thought it was possible that 4.5
billion would accomplish two-thirds as much as 6.8 would, or in other
words, whether it would not be wasteful, and the positive opinion that
has been expressed by those to whom I plopoun(led the question was
that it would not, that it would not produce two-thirds of the results.
You are not alone in your opinion.

Mr. Parerson. I envy the committee for their position of hearing
all these things.

I have spent about 5 years outside of the United States recently
and am interested in your opinion on foreign affairs but I must say
I do not have quite the time to study things that I would like to and
unfortunately have to work on just too many pieces of legislation.

Mr. JArmaN. Thank you very much, sir.

Acting Chairman Jackson. Any further questions?

Mr. hlme the president of the American Farm Bureau Federa-
tion, is also to appear before the committee.

Mr. Kline, may I, on behalf of the committee, welcome you this
morning?

Mr. Kline 1s the president of the American Farm Bureau Federa-
tion. You may proceed, Mr. Kline.

STATEMENT OF ALLAN B. KLINE, PRESIDENT OF THE
AMERICAN FARM BUREAU FEDERATION

Mr. Kuine. It is a pleasure to appear before this distinguished
committee, for there are perhaps no more important committees in
the world today than those of the United States Congress which deal
with foreign relations and foreign affairs.

15 alonrr with millions of other farmers, share the deep convietion
that our Nation must meet the l(’SpOIlSlbl]lthq of world leadership.
Less than 2 months ago our voting delegates, representing over
1,275 000 farm families, or appm\lmatolv 5}’ million farm people in

5 States and Puerto Rico, adopted a strong resolution on interna-
tionnl cooperation. The p‘u‘ts of this resolution dealing with the
recovery plan are as follows [reading]:

We favor cooperation, within our productive and financial ability, in the
¥uropean recovery program. Foreign-aid programs should be based upon the
prineiple of helping the people of the various nations help themselves. No pro-
gram of help is good unless it will lessen the need for aid in the future. It is
essential that steps be taken to help war-torn nations restore dependable value
to their currencies and expand industrial production, as well as the production of

food and fiber to raise their living standards and restore their ability to carry on
normal trade relations.
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Expenditures for relief should be considered as part of the cost of the war and
handled as such. The expenditures for capital goods, however, should be con-
sidered as loans and means provided for repayment. We favor a policy which
will encourage the making of private loans and investments abroad. We believe
that private foreign investments can be mutually beneficial to both this Nation
and the receiving nation.

We favor the establishment of a bipartisan commission appointed by the Presi-
dent and confirmed by the Senate to administer the long-time aid program,
which must be closely coordinated with the activities of the Department of State,
the Department of Agriculture, and other interested Government agencies. In
1t;,_he formation of the commission, agriculture should be given adequate representa-
1011.

We should make certain that the aid is used for the purpose intended. The
individual recipients of any aid should be informed that this aid came from the
United States and was produced by free people working under a system of private
enterprise.

The paramount question in the minds of millions of farmers is,
What can be done to attain an enduring peace?

Farmers realize that there is no easy answer to this age-old problem.
They are unwilling, however, to let the present opportunity go by
default. It has been afforded us by the victorious conclusion of the
most costly war in the history of the world. We must carefully weigh
the eost and yet let us never forget that war is the most horribly
expensive of all methods of settling international disputes.

Our Nation finds itself in a position of world leadership involving
many new and grave responsibilities. We must accept this challenge
in the same fearless manner as did our {foretathers in making the most
of the opportunities out of which our ancestors created this great
demoeracy. American farmers are proud of the splendid bipartisan
manner in which our foreign policies have been handled since VJ-day.
We wish to commend the Congress for the fine statesmanship dis-
played and sincerely bope it will continue.

The American farmer is a strong believer in the private enterprise
system. He feels that one of the major long-time contributions that
can be made to civilization is for this country to maintain a strong,
virile, and productive system of private enterprise, to serve as a
citadel of democracy in these troubled times.

It is significant that while some are attempting to discredit the
capitalistic system, many areas of the world are at the same time
knocking at our doors, seeking the fruits of our productive enterprises.
The farmer has learned, through bitter experience, that we cannot
isolate ourselves from what is happening to other segments of the
economy. We are all dependent upon one another. Likewise, he has
learned that this Nation cannot isolate itself from what is happening
to governments and people in other parts of the world.

We realize that this aid program will cause some temporary hard-
ships upon this Nation; but it 1s our conviction that, if the program is
handled wisely, our Nation is strong enough to meet this challenge
through the private enterprise system, and will not have to resort to
a regulated economy, foreign to our democratic principles.

It is of extreme importance in any aid program that recipients be
clearly informed that this aid was produced and furnished by the free
people of the United States. They should further know that much of
it has been furnished without hope of reward other than that of a
prosperous and peaceful community of nations.

It has been my privilege to have been in Europe three times within
the past 4 years—once during the war and twice since the war. I am
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not alone in this experience. Perhaps more farm leaders have been
to Europe since the close of the war than in any previous decade.

This is mentioned simply to illustrate the interest among farm
people in meeting the challenge of present-day problems. It is my
conviction, and that of my associates both those who have traveled
with me and the vast majority of farmers throughout the country,
that Europe needs help in order to get started on the road to recovery.

It is our feeling that the mere shipment of food alone will not meet
the problem. We must make it possible for Europe to obtain the
things necessary to get production started. They need machinery
to produce necessary goods and services. Steps must also be taken
to help stabilize their currencies. It is a vicious circle. Recovery
in Europe depends upon both production and exchange of goods and
services. At this time, even when necessary goods have been pro-
duced, trade is slow or even impossible because currencies are of
little value and even then not dependable. This is a vicious circle
which must be broken before permanent recovery can make headway.
While we must send enough food to enable people to work effectively,
we must at the same time see that they have the means to produce
other things to insure that we do not merely stabilize a relief situation.

It must be apparent that this Nation cannot solve all the economie
problems of the world—that much of the undernourishment of the
world is centuries old and is not a direct result of the war. While
these problems cannot be ignored, I feel that we should recognize that
Europe is the key to the reinstatement of that sort of production,
trade, and government in which a democracy can survive, and that
our major effort should be concentrated for the time being upon
bringing about economic recovery in this area.

It goes without saying that any aid program should be designed to
help the people of the nations help themselves. In extending this aid,
careful safeguards should be provided to insure that it is used for the
purposes for which it is intended.

Whenever the aid is not so used, it should be terminated. Ex-
treme care and wise administration must be provided to avoid spend-
ing huge sums of money which leave the recipient nations no better
off than they were before. Production by the people of Europe
themselves, accompanied by the opportunity to exchange their goods
for things they need, is the only permanent solution to the problem.

The administration of this long-term aid program presents a difficult
and complex problem. Our resolution calls for administration of the
program by a bipartisan commission appointed by the President and
confirmed by the Senate. The resolution also recognized that the
activities of this commission would have to be clearly coordinated
with the Department of State, the Department of Agriculture, and
other governmental agencies which would participate in the program.

In this case, as in other cases where an important issue faces a
democracy, there are varying ideas concerning the best solution, and
quite often each proposal contains many points of merit. The end
resvlt is often compromise which is more workable than the original
suggestions. It must be recognized, however, that under our present
form of government the Department of State is responsible for our
foreign relations and contracts with other nations. At the same time
1t 18 necessary to realize that this aid program has a number of impacts

George C. Marshall Foundation, Lexington, Virginia




FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 943

upon our domestic economy which are not necessarily within the
jurisdiction of the Department of State.

In discussing this matter on Tuesday of this week, our board of
directors thought that the best solution would be to establish a
bipartisan commission of six members, with the Secretary of State
or his delegated representative serving as chairman, and the other
gve members appointed by the President and confirmed by the

enate.

This policy commission would be held responsible for the program
and required to report quarterly to the President and the Congress.
Since food is one of the major items involved in this program, we feel
that a person familiar with agriculture should be on the commission.
Authority to establish advisory committees to the commission should
be provided.

We believe the program should be financed out of current receipts
of the Government. We believe that past history indicates that
many of the loans made under the program for current consumption
may never be repaid and that it might be a mistake to establish too
rigid conditions for the repayment thereof. We feel, sir, that we
should strive to make loans for capital goods on a business basis.

We would like to see the aid program provide the greatest possible
latitude for the making of loans by private individuals. Perhaps
the conditions for aid to the respective countries should contain some
reasonable protection for American capital to insure that it has the
same treatment as domestic capital in the country involved.

It is my conviction that there are opportunities for American busi-
ness to make productive investments in devastated countries which,
under proper conditions, would be extremely beneficial to the citizens
of those nations, and at the same time be advantageous to American
business and finance.

The aid program should contain provisions designed to promote

ir ternational trade on a sound basis. It is apparent that much of
Europe cannot exist without a considerable exchange of goods and
services.
« It is also apparent that American agriculture will need foreign
markets. During the 1920’s and 1930’s from 60 to 75 percent of all
our agricultural exports were to the countries participating in this
program. Before the war, western Europe produced only about two-
thirds of its total food. The United Kingdom was less than one-third
self-sufficient in food.

Belgium, Norway, and Switzerland were about 45 percent self-
sufficient, while western Germany produced about 60 percent of its
food requirements. It is apparent that there are possibilities of main-
taining permanent markets in Europe which would prove very bene-
ficial to American agriculture.

Adjusting our expanded volume of wartime production to peace-
time demands will be easier if we have foreign markets. There has
been a close correlation between the amount of undesirable regimen-
tation that it has been necessary to place upon agriculture in the past
in order for farmers to survive, and the volume of foreign trade.

You will ask, “Can American agriculture stand the impact that this
program may have upon it?”’ I believe it can. The program calls
for exports of less than 10 percent of our production of farm machinery.

69082—48——60
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While this is a slight increase over what has been exported in the
past, 1t 1s likely that this increase can be offset by increased produc-
tion, which would make machinery available to our farmers at about
the present rate. The program provides for continued exportation of
United States nitrogen to western Europe at about the present rate,
which is 8 percent of the total commercial supply. This requirement
will diminish after 2 .years. Shipments of phosphate rock would be
continued at about the present rate, which is around 4 percent of our
domestic production.

From the standpoint of the impact upon consumers, the program
actually calls for a smaller quantity of food exports than in other
recent years, but there is no use denying that the relief program places
strains upon our economy which would not be there if the goods were
not shipped out of our Nation. These strains can be lessened,
however, if care is exercised to utilize those products which may be in
excess supply and thus alleviate the pressures on other commodities,
Like most other worthwhile things in life, this program cannot be had
without some sacrifice by our own people. I believe that the potential
benefits from the program outweight the sacrifices which we will have
to make.

In conclusion, may I state that the American Farm Bureau Fed-
eration has great confidence that this Nation will rise to meet the
challenge of the times. We wish it were unnecessary to be discussing
this aid program. We wish that now, 2% years after the war, a
permanent solution to the problem of peace had been eflected, or was
near at hand.

This, however, is not the case. We have great confidence in our
private enterprise system, and in our democratic form of government.
The members of the American Farm Bureau Federation feel that we
can help these needy nations to help themselves in such a manner that
it will be in our own long-time best interest, and will also be of im-
measurable value to the people in the recipient countries.

In summation, I think we can point out some of the major elements
affecting the farm bureau with regard to this European recovery
program. ' |

In the first place, we are certain that a European recovery program
ought to be handled on the basis of a bipartisan approach. We cer-
tainly commend the Congress for the position which has been in the
past dominant in that area, and we are certain that it ought to be the
major concern of both parties, that this thing be considered on the
basis of what the situation requires and not on the most vulnerable
position in the armor of the other party. That does not mean any-
thing in particular, but I think you know what it means.

The European recovery has to be European. There is not any
doubt aboutit at all. Ihave heard people say, “ Can we feed Europe?”
The answer is, of course, “No.” We cannot begin to feed Europe.
Neither can we afford to contribute from our own production the kind
of thing which would make up for traders. It means recovery in the
kind of production and the sort of trade, to make it possible for Europe
to survive by its own efforts.

Nothing we could do would take the place of a plan evolved by
Europe and put into effect by Europeans. Our job if to kick this
thing off,
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One of our dangers will be that we might get into a position where
we stabilize relief in Europe. It is a very serious threat, and it would
be a great calamity.

For instance, where we could furnish food, now and just food
enough to keep Europe alive, and were we to fall down on the proposi-
tion of getting recovery started by the sort of supplements which are
concerned with machinery for production, and the kind of thing that
will increase the capacity to produce on the part of European workers,
then we are simply continuing an impossible situation.

There are in Europe a good many more people than can live in
Europe on the soil. This population was developed with a production
and trade which enabled them to buy food from all over the world,
and when that 1s renewed, there will be a great step taken.

We think there is a tremendous interest on our part in this thing.
It is not an altogether selfish interest but if one wished to consider it
from an altogether selfish viewpoint, it still makes very good sense
for the United States.

I have had the good fortune or misfortune to have been in Europe
during the last 4 years. Once during the war I spent a couple of
months in Britain ‘and in the past two springs I was there and both
times I visited Germany. I was confident as I could be that there
is little possibility of living in the United States, unless we live in a
world where nations like those of Europe enjoy again that which
they enjoyed prior to this war, a relatively high standard of living and
some hope.

Those citizens who are willing to work and have some initiative
must have some hope that if tllL‘V work hard and do their best they
might be able to buy an overcoat next winter.

Until we have restored some economic order, there are too many
people with too little food and production and trade is either so poor
or so disorganized that they do not fit the people there.

There 1s alwzws the threat of an inimical organization in Europe in
some form with which we cannot get along. We are convinced we
are not experts. However, also, there must be coordination between
the State Department and the administration of European recovery.

It would be a tragedy if the United States, with the amount of
resources which will nmvltahly o into this e Ilort, if we were to handle
it in such a way that we were at loggerheads with ourselves.

We have suggested that there ()uwht to be an administrator who was
either appointed by the Secretary 'of State or someone appointed by
him. We think also, though, that we ought to coordinate this thing
by having appointees of the President confirmed by the Senate.

The Congress has to be tied into this thing. We do have to over-
come the tendency which the State Department has to do things and
tell us about it afterward, and not to have the people in on the proposi-
tion as it goes along. T his E uropean recovery program is big business.
It will concern the distribution of vast quantities "of materials. It is
necessary to have it well administered and the State Department is
not set up for that sort of thing.

It is a little complicated and as we e suggest here, perhaps a compro-
mise that might be worked out would be better than some of the
proposals “luch were made to start with.

That, Mr. Chairman, concludes my oral statement.
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Acting Chairman JAckson. Mr. Jonkman.

Mr. JoNkMAN. You said in your statement:

We realize that this aid program will cause some temporary hardship upon this
Nation. It is our conviction that if the program is handled wisely, our Nation
is strong enough to meet this challenge through the private-enterprise system
and will not have to resort to a regulated economy foreign to our democratic
principles.

If this demanded a correlation including price control in the United
States, would you still prefer it?

Mr. Kuine. I would like very much, when that occasion was said
to be here, to have the opportunity to evaluate the occasion. I would
doubt that it was here, yet.

If I might discuss that just a little bit, I will say that I do think
it is probably true that many of the controls such as you are suggesting
now might be necessary because of the Marshall plan, are in effect
in Europe now, and many are there because of necessity.

The shortage of goods and the inflation which has been disguised
by such means as this, make it necessary to do something to facilitate
the distribution of our goods.

However, Europe is having a very difficult problem. It is a little
overstatement but not too much so, to say that Europe has discon-
tinued the use of money. You can get the things distributed by
coupons for very little money.

Now, for additional labor and increased ingenuity he gets more
money, he does not get more coupons. '

He must go into the black market or luxury market, and there the
inflation is very apparent and very real. He can buy little with his
own money. He considers leisure is more important to him than
money.

Over and above this matter of work on the part of the worker it
is well to remember that Europe lived by trade and that her population
cannot possibly exist on the soil as it 1s. . The trade of Europe prior
to the war depended upon the use of money and credit and was
evolved during the nineteenth century pretty much on the basis,
relatively, of free trade.

All those things are changed by the situation. It is necessary
to get export licenses and import licenses, and with various controls
of the exchange itself, trade is entirely controlled.

Imports and exports are controlled in all these countries. So you
have the distribution in the country controlled, the imports and ex-
ports controlled and many people blithely assume that if we were to
become a little short of this, that or the other in this country, we
could take care of inflation and everything by putting in a few little
controls.

I have seen these controls first-hand, when they were not a few
little ones, but were all over the place, both here and in Europe.

I am not at all sure that they are an easy answer. Black markets
go right along with the luxury markets. The inflation shows up
mevitably.

~ When we come to this time when some people in America might say,
“Now, we better introduce this other system because our system of
relatively free markets is not working so well,”” then I would want the
opportunity to look it over rather carefully. They would then be
saying, ‘“This is a rather terrible emergency.”” We would then have
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to gage whether we might be able to get the sort of production which
was essential and still throw in these controls and take off administra-
tive ability, in order to manage the controls. I think we are quite a
long way irom it now.

In food, we exported about 7 or 8 percent. Pound-wise we sent
about 13 or 14 percent of the domestic distribution.

Mr. Jonkman. If you were convinced that with $4,500,000,000, we
could retain our free economy, but that with $6,800,000,000, the
strain would be so great that we would have to go into a controlled
economy, would you then advise the $6,800,000,000?

Mr. Kuine. The answer again is “No,” but again I would have to
check all the details and that would get to be the sort of explanation
where you would have to say, “Let me ask another question.”

Mr. Jonkman. If we are trying to save free government in the world,
and the Western Hemisphere is the only place where it exists, will we
gain anything by releasing it and abandoning it in the Western Hemis-
phere, as compared to our own interests or world interests?

Mr. Kuing. The most important thing in the world today, both
from our standpoint and the world’s standpoint in my opinion, 1s to
make this American system work and make it be successful.

Malke it successful both in the production and distribution of goods.

Mr. JonkmaN. That does not answer my question. Is it working
if you go into a controlled economy?

Mr. Kuine. No.

Mr. Jonkman. That is all I wanted to know.

Mr. Kruine. That is almost too much, because the fact of the matter
is that we have many controls in this country which practically every-
one is in favor of. We do not have complete free enterprise, sir.
We have all sorts of little abridgments. Such as the Federal Power
Commission and the Interstate Commerce Commission.

Nobody is‘in favor of letting the railroads set the rates by them-
selves yet. It is an infringement of free enterprise, to set up a com-
mission to restrain them.

I think the maximum amount of free enterprise will make this thing
work, with the minimum amount of controls that will be in the public
interest as we go along. We have to appraise that from year to year.

Mr. Jonkman. That is all, Mr. Chairman.

Mr. JarmaN. Your appearance here brings pleasant memories to
me, First for the very fine and patriotic attitude your great organi-
zation has always taken since I have been in the Congress, on such
momentous problems as this.

Furthermore, it brings equally pleasant recollections of a very fine,
delichtful, able southern gentleman from my State who has heretofore
appeared in the capacity in which you appear today, and which capac-
ity you have now taken. _

I am sure you realize that in stepping into the shoes of Ed O’Neal
you have stepped into large shoes.

However, from what I have already heard of you, if there 1s anyone
in your organization capable of filling those shoes I believe you are
the man and I congratulate you on the opportunity which is yours.

Mr. Kuing. Thank you, both for myself and Mr. O’Neal.

Mr. Jarman. It is highly appropriate, I believe, that when you
appear before this committee, that it be presided over by a man, who
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although a very junior member of the committee, is a distinguished
member of the committee and the Congress from your State.

I just said awhile ago when the previous witness was here and I
looked up and saw my good friend Don Jackson, the gentleman from
California presiding, I commented on what a fine and able looking
chairman the young man made, and I think that is appropriate.

Mr. LopGe. Hear, hear.

Acting Chairman JacksoN. The young man also thanks you.

Mr. JARMAN. I am going to read your statement very carefully,
because I like so much the first sentence of it and I hope the constitu-
ents of all the members 'of these committees will entertain the same
appreciation of them as you do when you say [reading]:

There are no more important committees in the world today than those of the
United States Congress which deal with foreign relations and foreign affairs,

I hope our constituents enjoy that same appreciation.

Mr. Kuine. Am I to understand from your comment that I am
from California?

Mr. Jarman. That is what I understood.

Mr. Kuine. Well, I am from Iowa. Itis practically the same thing,

Mr. JarmaN. I beg the pardon of the gentleman from Iowa, for
suggesting that he came from California, but it is just next door.

Mr. Kuine. Both in the same great country.

Mr. Jarman. I was misinformed.

Now of course you are not technically versed in this, T am sure but
in view of the question propounded to you by the gentleman from
Michigan, I am wondering if you have studied the question sufficiently
to have a definite opinion on this question. As you know, the amount
suggested and requested 1n this testimony as being necessary to accom-
plish the purpose we all feel must be accomplished for the first 15
months, is $6,800,000,000.

There are proposals to reduce that amount. I do not believe and
I hope there is no proposal to reduce it so drastically as to $4,500,-
000,000, but I select that amount because that is approximately two-
thirds of the $6,800,000,000.

From your experience in your visits to Europe and the study you
have made of this proposal, do you thing that $4,500,000,000, which
is two-thirds of $6,800,000,000, would accomplish two-thirds the good
toward the end we want to accomplish, that $6,800,000,000 would?
In other words, would two-thirds the amount of money accomplish
two-thirds the good?

Mr. Kuine. Mr. Chairman, I believe the answer would be no.
However, it is difficult to give a well-considered answer. This is in
terms of billions of dollars and it has to get down to terms of relief on
the ground and rehabilitation.

It does, however, bear on the statement which T made orally: The
most 1important thing in Europe is to get recovery of European pro-
duction. We are faced with the absolute necessity of assisting with
food. If we go far enough and do quite a little bit with food, and
quite a little bit to meet the exigencies as we go along, but do not do
anything about getting their own program of retooling started, then
it would be true that this money would not accomplish percentage-
wise the total that it was of the total expenditure, because we would
tend to stabilize the relief situation.
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Or if you insist, we would not continue the relief situation anyway,
we would tend merely to continue, as far as our effort was concerned,
an impossible situation by enabling people to live through the winter.

The most important thing of all is to get production started in
Europe, and the expenditure which we make there getting production
started is the sound expenditure. That is the expenditure which can
be productive. That is, furthermore, the only kind of thing that can
be repaid.

Acting Chairman Jackson. That was exactly my reason for the
question. '

Mr. Jarman. I believe that such a reduction would reduce the
effort largely to a relief matter which would either have to be con-
tinued year after year, or we would have to stop it, whichever was our
choice and we would not get to the real productive part of the program
which is rehabilitation and the commencement of construction.

My agreement with your statement was what prompted my ques-
tion. - Thank you very much.

Acting Chairman Jackso~. Dr. Judd.

Mr. Jupp. Following up the remarks of my genial friend from
Alabama, on your having difficulty filling the shoes of your illus-
trious predecessor, it is perfectly clear from your statement here this
morning that you brought your own shoes and are filling them very
admirably.

I think you have made one of the finest, best-balanced, most
realistic statements, both of needs and of what is necessary to satisfy
those needs in ways that will be sound and enduring and mutually
beneficial that we have had in the whole hearings.

I notice you speak of the exports of farm machinery, fertilizer, and
so forth.

When you were in Germany did you have opportunity to visit
any of these areas where there were nitrogen plants of enormous
capacity but which are not now operating at anybhing approaching
full capacity or not operating at all, and some of which have even
been dismantled? Did you go into that problem?

Mr. Kuine. Yes, sir; we visited with the folks in connection with
our military administration over there, about the whole fertilizer
problem, and particularly the nitrogen pl:(‘)_blf}ll]. We visited with the
joint administrative officials of the British and American zone at
Stuttgart and we had a number of conferences with German officials,

We met with the board of directors of a cooperative. We met also
with the German administrative officials under the joint administra-
tion at Stuttgart.

It is agreed there on all sides that there is capacity to produce the
necessary nitrogen.

I did not go through the plants and it would not be of much help
if I did because I do not know anything about nitrogen plants.

The immediate difficulty is coal. I presume you have heard that
story a great many times.

It is my own impression that the most immediate necessity for the
improvement of agricultural production in our zone in Germany is
fertilizer. The production of fertilizer is an industrial proposition
and the whole thing stems back again to this industrial break-down
of which I spoke before.
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Mr. Jupp. As a farm expert did you run across instances where in
some of the countries Americans were trying to raise agricultural
techniques, methods and procedures to the level of Iowa for example,
and therefore were taking machines into areas which did not have any
way now and will not hereafter to get foreign exchange to buy oil and
parts for the tractors and other farm machinery which were being
sent from America.

To do this raises their position temporarily but when the United
States walks out in 1952, it leaves them with a modified agriculture
system which they cannot support.

Did you find evidence of that in any countries?

Mr. JonkmaN. The gentleman is asking too much to ask that the
level be raised to that of Towa, the agricultural level?

Mr. Jupp. Well say, “even Alabama.” You know what I am
driving at. This ought to be recovery and not an attempt to carry
on a great social or industrial or agricultural reform, especially if it
tries to bring them to levels they cannot sustain on their own power.

Mr. Krine. I did not personally visit any such place. I did visit
places where the introduction of large machinery would be bound to
fail, until there were all sorts of alternative use for people, because
there are enough people to do the work with hand tools and you must
do something with the people.

However, that type of production is very intensive. It gets every
little foot of land. 'Therefore, I say the most essential thing is ferti-
lizer.

You ask about shipping machinery which does not count. That
has to do with the long-term trade proposition for the United States
which might have considerable importance.

Four years ago this month I visited the Political and Economie
Policy Club in London. And I remember the discussion with regard
to machinery. Dr. Brogan, who has been in this country a number
- of times, finished off the argument. He said, “With regard to a
British farm machinery manufacture, there is no good British farm
machinery. There is only good American farm machinery.”

We also have the possibility of developing considerable trade here.
It is a sore spot with farmers because they want the machinery them-
selves and the fertilizer themselves.

They think we should not do the things you suggest, which consists
of putting machinery in places where the people do not understand
tractors anyway and where there is no prospect of long-range servicing
of that machinery and extension of trade in that area, but there are
many mechanized areas where the plants have broken down that
ordinarily supplied them.

The German tractor factories are not in produetion. There are
places where machinery is very necessary indeed, in order to keep
their production up. There are also possibilities of a very economical
use of machinery in some of those areas, even though it might only
be served for a few years until the machinery wore out.

It would be most foolish for us to send some machinery over there
and not have enough foresight to see that it had the capacity to be
serviced. A $2,000 tractor can break down for a 50-cent part and
set around for months.

Mr. Jupp. There has to be some balance and in my own mind the
extent to which we ought to get these people dependent upon us has
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never been clear. Their shortage now is in American dollars, because
we are the only productive pla,nt, in the world that is relatwelv
unscathed.

Must we not try in this program, to got people so they are not
quite so dependent upon American dollars?

On one hand we want to build up markets so when our shortages
are filled, American farm-machinery manufacturers will have places
where they can sell their products.

However, if those countries cannot have dollars with which to pay
for the goodb will they not be back here asking for loans?

Mr. Kuine. That is true. This dollar shortage is just what you
suggest. It is a shortage of things that dollars will buy.

I think a lot of people are confused about the talk about dollar
shortage. The fact is that dollars are exchangeable for things which
people want.

They are short because people want a lot of the things.

Also, the break-down of production over there is part of this dollar
shmtarre We do not want them to be dependent on us for things
they can and should produce.

That is what I mentioned awhile ago. That would be stabilizing
relief. That we certainly want to avoid and so do 11_1tnlhgent
Europeans.

What we want to do is kick production off over there. In the long
run, dollar shortages abroad can only be taken care of by imports of
various sorts into this country. These loans eventually have to be
repaid or they are no good.

Mr. Jupop. Is it not true, then, that insofar as we build up these
economies, making them dopmuivnt on things which can be gotten
only from America, we are laying the foundation for the necessity of
modification of some of our import programs?

Mr. Kruine. The last statement I made could be misunderstood.
I said the loan is no good unless it can be repaid. I think we have an
investment in European recovery which is a sound investment, but
when we export a commodity in which we have a very great advautacre
in production and therefore have high wages and Iugh standards 1n
that industry, we can expect that we mlghb profit from that by im-
porting something in which some other country had an advantage, or
some special valuation because it might be made by hand, or some raw
material which the United States does not have in unlimited supply,
such as oil.

There are so many things that we need in this country. If we
want to replace our supplies, we do have to trade. That is the only
way to overcome a dollar short tage in the long run.

Mr. Jupp. I think that is all.

Acting Chairman Jackson. Mr. Javits.

Mr. JaviTs. Mr. Kline, I am very much interested in your state-
ment, here about farm machmew, nitrogen fertilizer and phosphate
rock, because there was a bitter battle made over a previous bill of ours
on the floor, on the grounds that we were taking the bread out of the
mouths of the American farmers by doing anything which in any
way went along with these programs that you referred to.

Without in any way embarrassing you or your organization, do I
understand that you feel this ERP proposes a fair allocation under
present circumstances as between our own needs and European needs?
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Mr. Kuine. Yes, that is correct. We could use all this ourselves
and more besides.

Mzr. Javirs. It follows out with the statement you made, which
incidentally I would like to compliment you on very much. It is
a thesis which my colleague, Mr. Lodge, has constantly made a point
of, that you cannot do this ERP without straining. Somebody
must give up something.

You feel, then, that as between the farmers of the United States
and the farmers of Europe, under the circumstances, the division of
farm machinery and fertilizer represents a fair measure of justice?

Mr. Kuine. That is an estimate and the best one we could made.

Mr. Javits. As a city Congressman, I am most interested in your
sentence on the last part of page 6 which says [reading]:

These strains can be lessened, however—

referring to the strains of the program—

if care is exercised to utilize those products which may be in excess supply and
thus alleviate the pressure on other commodities.

I would like to ask you a few questions on that score: Are farmers
themselves deeply concerned about these very radically increased
costs of food to the city consumer?

Mr. KLine. Yes; we are very much concerned from a number of
different angles.

One of them is because there is a phenomena of inflation and this
inflation has been of long standing and is very severe.

Our prices rise in inflations and our costs rise more slowly but
eventually get somewhere near an operating balance.

Inflation in this country has always been followed by deflation and
the longer they lasted and the more rapidly they rose, the sharper
the peak was at the point.

They went up very rapidly just before they started down and they
then went down rapidly.

Farm prices are most elastic and they go down most rapidly. Farm
costs are one of these sticky things, having gotten up under this level
of operating income, so that they were in balance, they stay there.
Net income tends to disappear.

That 1s a selfish interest.

We are also interested in a public-relations angle. The city man
buying high-priced food thinks the farmer is getting wealthy and
laughing in glee at all the difficulties. Therefore we are a little con-
cerned about it. The fact of the matter is, the farmers in my country
who sell cattle and hogs for these very high prices, and they are high
now, are not just exactly happy about it. I do not mean to say they
do not take the money but I do mean they say to themselves, “We
probably will get some trouble out of this, so we better save this
money and be careful with it, because there are bad times ahead.”

That does not mean that they do not try to avoid those bad times,
by any means. That is one of the reasons for having a farm bureau
organization.

What this sentence applies to is that there are some foods already
in very good supply.

Oranges are extraordinarily cheap. Grapefruit is extraordinarily
cheap. Grapes have gone down. Some grapes now sell for only a
little more than a third of what they sold for last year.
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I talked to one of my friends from California in December, who had
just gotten paid for a shipment of table grapes where he lost money.
The freight rates and handling charges are all fixed, so the price the
consumer pays sometimes looks pretty high, yet, while the producer
is losing money bécause these fixed costs stay in.

In the distribution business, margins often are fixed and the reduc-
tion by the farmer does not show up at the retail counter.

It does become the responsibility of consumers everywhere, that if
they are hard-pressed for money, and some of them are—it should be
their responsibility to study this food situation and buy the kind of
foods which are available in good supply, and not have an easy
assumption, “If somebody would do something all at once I would be
taken care of.”

It 1s difficult.

Mr. Javirs. Do I understand that some program has been evolved
in your organization which you suggest to help city dwellers meet
that situation?

Mr. Kuine. We have made only general suggestions. A good many
housewives are rather clever at this sort of thing. Some others
probably are not quite as well informed with regard to food value, and
there is always the matter of choice as to whether you want to spend
more of your income for good quality food, or whether you will take
something which is a substitute that has good nutritive value. Those
are free choices, that ought to be free. I think we should always
remember  also that there never has been a condition in times of
stress, as there is now after this great war, when everybody was doing
very well at the same time.

I think our average is very good. 1 do not mean to imply that we
should not try to improve it.

Mr. Javits. Has your organization been opposed to these price
rises”?

Mr. Kuine. Definitely.

Mr. Javirs. Would your organization be opposed to some broad
scale, well financed, widely advertised, national conservation program
which would teach consumers what they should do?

They could work in close cooperation with you, and try to find out
where we are cheating ourselves, as city dwellers, where we are not
being smart, and advice, counsel, guidance could be given in connection
with the situation, so the city dweller can help himself.

Would you gentlemen feel that is cooperative with or antagonistic
to you?

Mr. Kuing. No; I think that is very good. As a matter of fact
I am meeting this afternoon with a small group, including the Secre-
tary of Agriculture, to talk with him about this situation, and how
we can get better use of the available supplies.

In addition there are some things we can do in the line of getting
maximum use of every source of food we have. That is always pos-
sible, to improve the sources of food we have, to get food out of them.

Mr. Javirs. Very well.

Acting'Chairman Jackson. We will have questions from the agri-
cultural expert of the State of Connecticut, Mr. Lodge. :

Mr. Longe. I am also very happy to congratulate the chairman,
even though his status is only temporary.

George C. Marshall Foundation, Lexington, Virginia




954 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

I am tremendously interested in your statement, Mr. Kline. I
think it is significant and of great interest to us.

I should like to ask you, aside from the stake which we all have in
the recovery program, aside from the strategical implications, what
would be the immediate effect on the farmers of America if there were
no foreign drain upon the products of this country?

Mr. Kuine. It is difficult to gage. However, some of the food
support programs which people think are responsible for high prices
and which currently have little, if anything, to do with it, would come
into effect on a commodity like wheat, for mstance.

Wheat has been produced in this country in response to 2 demand
which was known to be—this European recovery plan, feeding our
Army in Germany and feeding people under the military government,
and so forth—we produced last year 1,400,000,000 bushels of wheat,
where the normal, prewar, was 750,000,000 bushels of wheat, approxi-
mately.

If we took out the demands which enabled us to ship abroad
550,000,000 bushels of bread grain, there would be some difficulties
and adjustments. The adjustment this year would have been rela-
tively easy, because we produced a few hundred million bushels too
little corn, so we could have fed the existing livestock and more people
would have more meat, and the market conditions were such that it
would have been a relatively easy time to make the sort of an adjust-
ment which would have been required.

Mr. LopGge. There are a certain number of things that could be
done under this program to relieve strain on American wheat.

One of the things that can be done, to take one example, is the
agreement made recently hetween the Russians and British, whereby
the Russians exchange some of their wheat for part of the British
industrial output.

Now of course under an arrangment of that kind,- we would be
called upon inevitably to replace or provide some of that industrial
output which the British would be sending to the Russians.

On the other hand, the wheat which the British would get would
relieve the strain on American wheat.

Would you in your position, as president of the American Farm
Bureau Federation, be in favor of that type of agreement?

Mr. KuiNe. I do not know the exact agreement here but in general
we would be in favor of the accumulation for western Europe and
Britain of supplies of food from east of the.iron curtain, including
both Russia and the Danubian basin. The fact of the matter is this
European situation looks ever more impossible and a recovery pro-
gram in Europe seems ever so much less likely, unless we do have a
reinstatement of the complementary activities of western Europe and
eastern Europe.

Mr. LopGge. I am very glad to have your statement on that. I
think you have made a very responsive answer.

That is one of the points that we have been wrestling with here.
It 1s that question of applying to this whole program, the catalyst
for revival of trade between western and eastern Europe, feeling,
as many of us do, that the insufficiency of that trade is one of the prime
causes of economic prostration in Europe.

Would you also say, then, that it would be a good thing for us to
exchange our industrial goods, our capital-goods surplus, for South
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American wheat and particularly Argentine wheat, in order to achieve
the same sort of beneficial arrangements within the Western Hemi-
sphere which we propose for Europe and thereby relieve the load on
American wheat?

Mr. KuiNne. There is a very special urge now to protect food
supplies in America and especially to pmtect against inflationary
rises in the prices of some of the more desirable foods. Obviously the
removal of some of the extraordinary pressure on our domestic
supplies by other places would be favorable to the farmers.

I have explained why the farmer is not in favor of high prices
for his cattle. For many reasons it just is not a good idea.

However, when you raise the question of Argentina, it is a little
difficult. Argentina has done some things of which you are probably
aware, in the matter of scuttling the wheat agreement and selling for
thhest possible dollar in these international markets, which makes
the question of Argentinian trade a peculiar question ‘and a difficult
question and one that deserves separate treatment.

When you say [reading]:

How mueh drain will we put on the American economy in order to furnish to
Argentina the particular kind of machine tools which she needs to do some

domestic things, in order to get her to release wheat to Europe to release us from
a commitment for a lot of wheat—

and I think we would have to consider the purposes which she expected
to use the tools for, and how much steel was concerned and so forth.
I would want to quahfy that one more than I did the first one.

In general, I would like to see it happen. I would like to see as
much wheat come from other places as possible.

Mr. Lopar. In general, you would like to see every area of the
world, including the Olwnt produce those items which it is most
fitted 1ndlgen01.1sly to pl'oduce

Mr. Kuine. That is right.

Mr. Lopce. With respect to the figure of 6.8 billion dollars, since
that figure is predicated largely on the “balance of payments” I)aslb and
therefore is a question of dollar deficits, would you feel that if there is
an early currency devaluation on the part of the 16 participating
nations that such a devaluation, by increasing the exports from those
nations and thereby reducing their dollar deficits, might well make
it unnecessary for the Congress to appropriate such a lzuwe sum?

Mr. Kuine. There are certain ways of improving our situation by
getting more in return for what we send over and ther eby le(luvmo
the net expenditure of dollars from this country, or the net export of
goods.

I would like to get it back on the goods basis.

On the other lmnd it is important to remember that the reason this
program is going alontr is because production in Europe is so bad.

I have walked up and down the streets in Paris, in London, in
Frankfurt, Stuttgart, and by golly there are not many things there
we want. ;

Mr. Lovce. However would you not say that one of the other
benefits to be derived from a devaluation of currency is that it would
almost inevitably result in increased production nhmml especially
with regard to farm products. As you pointed out in your testimony,
people are using coupons.
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The farmer does not want to sell his produce, because he has no
confidence in the value of the money. Therefore would it not be true
that a devaluation of currencies would not only result in more produe-
tion abroad, it would result in more exports from abroad and in more
dollars abroad, and it might also result in a lowering in the cost of
living in America because of the increased imports in America?

Would you say that would be true?

Mr. Kuixe. Oh, yes. The stabilization of currency abroad is a
very vital part of this thing, so the people can have confidence in
money, so a farmer can sell a cow and get the money and feel confident
that with the money he can buy something either now or later.

I believe it was in Stuttgart where I went through an export show,
showing all the things made in the American zone, so the Americans
could go there and buy those things.

I asked questions of them with regard to these commodities.

‘““Are they ready to sell?”” “No; they are not ready to sell, but
there is a factory here, there is a labor supply, we are ready to give
allocations for the materials required for this production, and we are
ready to discuss with this merchant and the manufacturer in America
a deal, and if they can get together, and if we see our way clear on these
other matters we will approve it and you have a deal and we can give
delivery in 6 to 9 months, on any of the commodities in this display.”

If 1t were considered a display for a single manufacturing city, it
was quite a display. However, considered as a display for a great
industrial zone, it was nothing to brag about.

We could easily be overoptimistic about how much we can get out
of that European economy in the more immediate future, in exports.

Mr. Lopce. However, you would say, would you not, Mr. Kline,
that since the American dollar is the unit of currency in the world
today, rather than the pound sterling or rather than gold, that in so
far as these foreign nations bridge the gap between the legal and real
value of their currency—when I say “real”’ I mean in terms of dollars—
to that extent they will be willing to produce more and thereby relieve
the strain on our economy.

Would that not be so?

Mr. Kuine. Yes; that is right. Trade will be more or less
facilitated if we can get to a place where there are not a lot of controlled
price levels here with the grave difficulties that arise in trying to get
trade to flow between those areas.

Mr. Lopge. May I then just follow up with this question: In
view of the possibility that a devaluation of currencies may relieve
the balance of payments deficits of the 16 participating nations,
within the 15-month period, which is the one immediately projected,
would you say to the Congress: “ Nevertheless go ahead with the top
figure, and the Administrator may be able to effect substantial savings
which will be carried over to future years”? Or would you say to
the Congress: “Try to estimate somehow what effect these devalu-
ations will have on balance of payments deficits and therefore
appropriate a lower figure than 6.8 billion dollars’?

Mr. Kuine. You will appreciate that your question is difficult.

Mr. LopGe. I do indeed.

Mr. Kuing. I do believe, however, that we should appropriate in
such a way that we are sure the Administrator can avoid this proposi-
tion of just stabilizing a relief situation. It does seem to me also
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that we ought to have in this board of directors or whatever the
Congress deems it wise to set up to operate the Kuropean recovery
program, both the power and capacity always to keep in mind that
what we wish here to do is kick this thing off, to put the minimum
strain on our economy, which gives them the necessary chance, pro-
viding they do the things which they also have to do.

Mr. Lopce. In other words, you would say it was not worth taking
the chance of having the whole program fail for lack of sufficient funds.
It would be better to appropriate the maximum that may be neces-
sary, and that anything that may be saved, because of these measures,
can be carried over in reduction of subsequent appropriations.

Mr. Kuine. I do not like the word “maximum.” 1 always say
“the minimum.”

I would be sure that this amount was the minimum which might be
sufficient.

Mr. LopGe. Let us say on the most pessimistic assumptions; on
the assumption that there is no devaluation.

I take it that the figures from the administration are based on the
assumption that there will be no devaluation. It is based on the
previous years’ estimates, when there was no devaluation.

It we could precipitate these reforms, you would say that would be
a saving to be carried over into future rather than something we should
anticipate now. Is that correct?

Mr. Kuine. Yes; it is correct. It is correct at the same time that I
think we shall be penny-wise and pound-foolish on this thing, until
we do have an effective program.

That means it goes over and above this matter of keeping Europeans
alive. It enters into a progressive promotion of improvement in their
production and trade which will make it possible for the kind of gov-
ernment we would like to see in Europe succeed.

Mr. LopGge. Mr. Chairman, may I ask one more question?

Acting Chairman Jackson. Go ahead, Mr. Lodge.

Mr. Lopce. I wanted to ask you, Mr. Kline, whether you feel that
the price-control structures in the several participating nations should
be altered ; and if so, how?

Mr. Kuing. I believe that, under circumstances, stringent as they
are, with regard to availability of many commodities in Europe, we
probably would have done a lot of the things that those countries do.

On the other hand, it is my personal opinion—which the British
did not ask me for, and the Dutch did not ask me for, and the French
did not ask me for—and it was a member of the Foreign Affairs
Committee here that asked me—I think they could release some of
the controls advantageously and should do so as soon as possible.

Mr. Lopce. Because the meat was rationed, you simply could not
buy it. If you wanted it, you went to the black market.

Mr. Kuing. If they released all the controls, the meat would dis-
appear, the first thing you know. It is a difficult proposition.

Mzyr. Jupp. The trouble, in the long run, will be the same as with
wheat. We were told that the wheat planting in France had been
reduced 20 percent.

By that they reduce the amount that will be available next year,
because under control they do not plant as much as they ean raise.

You might tell us, if you and your research experts went into this
question of 6.8 billion dollars, whether or not it is a reasonable esti-
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mate. Of course, that is merely the total sum of some 17 or 18 other
figures, and it means you would have had to go into each of those to
determine whether they were realistic estimates of the individual
countries’ needs.

Mr. Kuine. We have not gone into that that way. We have con-
tacted a few people in the State Department, and a few little things
like that.

That is all.

Mr. Jupp. We have not yet had anything before us that goes into
that realistically.

The sum is just a total of the others. I want to get at the others,
one by one by one.

Acting Chairman Jackson. 1 have a very interesting communica-
tion here, which, without objection, will be inserted in the record.

It 1s directed to the committee from Congressman Cole of New
York. It is a communication from Mr. Wymore, of Liberty, Mo.

He makes a most interesting suggestion relative to the machinery
exports, in that he suggests that the level of industrial development in
Europe 1s not adapted at the present time to the use of large quan-
tities of power machinery.

His suggestion, in brief—which is based on a year and a half in
Europe and a close study, so Mr. Wymore says, of conditions—is that
machinery exported by the United States should be in large measure
horse-drawn or draft-drawn machinery as being more adaptable and
less likely to become immobile through lack of repairs.

Would you care to comment on that suggestion?

Mr. Kruing. There might be some merit in it. There are some
difficulties involved, though, because our horse-drawn machinery, like
our tractor-drawn machinery, is not adaptable to the power and
conditions in many circumstances.

Here you will see a cow going down, pulling a 12-inch plow. Well,
you cannot buy 12-inch plows in this country. You see a cultivator
being used for cultivating small grains, where somebody guides it by
hand, and it has a little shovel between each of the rows, and there 1s
a man who guides it, and then there is a fellow leading the ox up ahead.

We do not make that kind of machinery.

In the area where there is mechanization, however, they do use
tractors, and the Germans produced a great many tractors before the
war. Ford has a big factory over there, which produces a lot of Fords.
They are not as good as they ought to be.

There are those areas that have a lot of mechanization, and even
where there is a lot of hand labor there will be one tractor or two
tractors in those areas to supplement the supply and make up for the
lack of production which has been thrown out by war destruction.

Mr. LopGe. Would it also effect a substantial saving in petroleum
products.

Acting Chairman Jackson. That is also brought out in the com-
munication.

Mr. Kuine. Yes; and*petroleum is a real problem.

Acting Chairman Jackson. Without objection, the communication
will be inserted in the record.

(The letter referred to is as follows:)
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ConGRESS OF THE UNITED STATES,
HousE oF REPRESENTATIVES,
Washington, D. C., February 4, 1948.
The HouseE CommITTEE ON FOREIGN AFFAIRS,
Washington, D. C.

Dear Sirs: I have just received a letter from Mr. J. B. Wymore, of Liberty,
Mo., a part of which I will quote herewith:

“T would like to express my opinion in regard to farm machinery which is to
be exported under the Marshall plan. At a recent meeting in Kansas City of
the implement and hardware dealers of this region, many of us expressed the
opinion that it is rather foolish for the United States to export power machinery
to the foreign countries. I read many of the articles written by persons traveling
in Europe at the present time, and nearly all comment on the large percentage
of tractors and power-operated farm equipment which is idle due to the lack of
repair parts and experienced mechanies and operators. I was in Europe for nearly
1% years, and I know from a personal experience of the abilities of farmers in
these foreign countries. The people do not appreciate the abilities and efficiency
of modern power equipment. As many as 50 and 75 percent of the tractors
which have been shipped to European countries since the war now remain idle,
because of poor management.

“Their fuel supply is also an important factor in the continuous operation of
power equipment. We believe that instead of shipping new tractors and power
machines to these countries we should send them great quantities of new and
rebuilt horse-drawn machinery. This would tend to relieve the severe shortage
of power machinery here in the States. There are great quantities of horse-
drawn machinery available in all parts of the country. This machinery can be
procured at reasonable cost and reconditioned so that it will serve efficiently for
several seasons. The machines, being simple in construction, offer few problems
and could be kept operating much easier by inexperienced users.

“The majority of European farms being small and operated entirely by peasants,
these machines would find many more capable users than will the complicated
power-operated machine; we believe the American people are much more in favor
of sending machinery which we consider obsolete to our methods of farming.
As you have been told many times, the European countries are just now attaining
what we consider obsolete methods.

“There are many more points which might be considered toward the export
of horse-drawn equipment.”’

I shall appreciate it very much if you will give this matter your serious con-
sideration and let me have your comments thereon at your earliest convenience.

Yours very truly,
Wirriam C. Corge, M. C.

Mr. Jarman. Following up that machinery discussion, and also
the question by Mr. Javits, when we had the interim aid program,
we had two amendments proposed, and they had considerable sup-
port, both of them, from my part of the country, particularly.

One was to prevent the shipping of anything under that program
which was in short supply in this country. Another was to prevent
the shipping of fertilizer as long as it is in short supply.

Now, I anticipate that such amendments will be advanced this
time. The farm machinery to which you refer and the fertilizer
they are in short supply. In fact, nearly everything that will be
needed for this program is more or less in short supply, is it not?

Mr. KuiNe. Yes.

Mr. Jarman. Of course, you spoke of the fruit and the grapes.
That is an exception.

Mr. Kring. Dried fruits we can use for export, but a good many
of these commodities are in long supply here simply because they
do not fit.

Mr. Jarman. In other words, is it or 1s it not fair to say that the
passage of either of those amendments of which I spoke would just
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practically ruin this program or prevent it from accomplishment of
its purpose at all?

Mr. KuinNg. It seems to me that the program ought to recognize—
and certainly, as far as the American Farm Bureau Federation is
concerned, we do recognize—that there will be some hardships in
places. This is a delicate problem for us—this export thing.

We have many commodities available for export. We think all of
them ought to be studied carefully and let necessities govern in many
cases.

There is no doubt about the willingness of the American farmer
to buy all the machinery available.

There is no doubt at all about his capacity to use all the fertilizer
available. There is not any doubt but what the domestic economy
would use the steel.

There is no doubt at all about the use of our petroleum produects.

I think that your question is a good one and should be very thought-
fully considered, but we must recognize in answering it that we are
going to deal with some things we would use ourselves.

Mr. JarmaN. It naturally follows, does it not, that since the pro-
gram could not possibly be effective if we did not ship anything in
short supply, and since it is to the best interests of the farmers of the
country as it is to the country as a whole that Europe be saved, it
would not be to the best interests of the farmer of America to pass
such amendments, would it?

Mr. Kuine. I think one so stringent as to say you could not ship
these things unless they are not in short supply would not be in our
best interests. After all, we are not only farmers, we are citizens.

Acting Chairman JacksoN. There being no other questions, Mr.
Kline, I would like to thank you very much for your remarks this
morning, your statement, and your very capable assessment of the
situation.

Mr. Kuine. Thank you very much, Mr. Chairman. It has been a
privilege.

(Thereupon, at 12:50 p. m., the committee adjourned, to reconvene
at 2 p. m.)

AFTERNOON SESSION

a&cbing Chairman Jackson. The committee will please come to
order. .

This afternoon it is a very great pleasure to have a very distinguished
Southern Californian with us, a very distinguished jurist, who has
practiced law in Los Angeles for 55 years.

I trust that it will not be out of line with our bipartisan policy in
the Foreign Affairs Committee to mention that Mr. Scott nominated
Herbert Hoover at the Chicago convention for the Presidency. L

He was for many years a great friend Hiriam Johnson’s and has
been president of the Los Angeles Board of Education.

I believe you are prepared with a statement, Mr. Scott.

Mr. Scorr. I am, sir.

Acting Chairman Jackson. Proceed, sir.
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STATEMENT OF JOSEPH SCOTT, PRESIDENT OF AMERICAN
LEAGUE FOR AN UNDIVIDED IRELAND, LOS ANGELES, CALIF

Mr. Scorr. Mr. Chairman and gentlemen of the committee, 1
wish to thank your distinguished chairman for introducing me in that
cordial fashion. That is typical of our California spirit. We do not
heave rocks at each other if we can possibly avoid the operation.

It i1s true I have been in California many years and have seen a
great deal of history in the time I have lived there. I felt part of my
duty to interest myself in public affairs. I never earned a political
office except the office of the president of the Board of Education
of the City of Los Angeles. I have been president of the community
chest, the chamber of commerce, and have otherwise tried to make
myself a useful citizen.

Mrs. Scott was a native of San Francisco. She wonders why I am
gallivanting all around the country. I passed my eightieth milestone
a little while ago, and I hope you will think I came here on no frivilous
purpose.

I am Irish. My mother, was born in Ireland and married my father
there in a little town in the southeast corner of Ireland. That country
gave this Nation the great Commodore Jack Barry, who lived in the
United States and died here. He loved the United States of America.

Gentlemen of the committee, it is 100 years since Ireland felt the
“rebellion” as they call it, of ’48. All through the pages of history,
if you read them carefully, gentlemen, you will see that youth has
to demonstrate its nerve, courage, indifference to danger, and risk.
In 48 they arose in Ireland because the conditions were intolerable.

The potato famine arose because the whole crop of potatoes through-
out Ireland was diseased and unable to be taken as food. During
that terrible epoch most foodstufls could not be exported out of
Ireland. The people arose as the people in this Nation arose. The
uprising was abortive.

But to show the mettle of the men who went into that hopeless
campaign, the three leaders, Meagher, Mitchel, and Duffy, Meagher
became a great fighting general in the cause of the Union, and Mitchel
went down south and favored the cause of Robert E. Lee and his
grandson became the mayor of New York, John Mitchel. Duffy
became the Prime Minister of Australia.

These men were born as you men were born, with the idea that
God created you as free and equal. We were so endowed by our
Creator.

Going up to the Statue of Thomas Jeflerson yesterday, my heart
was comforted by the statement on that memorial from Jefferson:

Can the liberties of a nation be secure when we remove the convietion that these
liberties are the gift of God?

The Irish are a liberty-loving people, and they believe in a living
God. They receive that, they seem to think, to some extent, from
St. Patrick, because he was a slave on the hills of Antrim, from the
time he was 14 until he was 19. He was a slave in every sense of the
word to the ancient Druid Irish. He hated slavery because he pas-
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sionately realized all the degradation of slavery so he cherished the
idea to be a freeman. He came back to Ireland as a missionary, and he
evangelized the whole of that nation and taught the Irish to fear
nothmg but God above.

That is why they have been reckless in some respects when it comes
to the question of personal courage.

We are here, gentlemen of the committee, as taxpayers. I appear
simply as a buck private, ordinarily, but these men who had the con-
vention in New York about 3 or 4 months ago insisted on my being
president of an organization of which there are about 2,000 delegates
from all over the Nation.

I was elected president.

They are concerned about this Marshall plan. They are concerned
that they are sending money from this country, which goes to London,
and from there to Belfast. One of the most re&ctlona.ry and degrad-
ing specimens of imperialism right today is in the northeast corner of
Ireland.

Call them Irishmen, or call them what you want to. The rising of
1916, on the same plan as the rising of 1946, was abortive, and young
men again were in the forefront of “that battle with the same kind of
spirit, s‘:entlomen that Nathan Hale had when he tied a rope around
his neck and he btlld “My one regret is tha,t I have but one life to give
for my country.”

They love the ideals of their country and the ideals Patrick Henry

gave to them and have done so down through the centuries.

They fought and lost.

As Pa(luo' Pearse proclaimed himself the president of the Irish
Republic and died with a smile on his lips and the sun of Heaven on
his face, unafraid. He wrote a letter, a very remarkable letter, to
his mother a few hours before he was excuted.

One of the men in that battle was De Valera, now Prime Minister
of Ireland.

We represent, I will say, gentlemen of the committee, all forms of
American pohtus and all types of Irish politics.

There are men who believe in De Valera, Padrig Pearse, and who go
along that way, and there are others who bolong: to the p&l]lilmt‘lltaIY
form and the American way. The chairman has told you what my
affiliations are, but there are some hard-boiled Democrats around here.
I have quite a time getting along with them, but I have managed to
save my face with them.

We are a united group, all Americans. I came to this country
after I matriculated into and graduated from London University.

You should have seen the faces of the pure, decent Irish girls getting
aboard a ship, leaving their motherland, brokenhearted, lualizino’
their fathers and mothers were being booted out of their cottages bv
the redcoats of England, because of the exactions of the alien absentee
landlords living on the fat of the land in England. You see those
Irish girls as I saw them, and then you see them as I saw them coming
up the Bay of New York with the Statue of Liberty in sight. 1
kneeled down before the Statue of Liberty before these Trish girls
and thanked God I was coming to a land where I could call my soul
my own.

My little Irish mother told me when she clung me to her bosom—
whatever we say about those Irish, they are affectionate people
because the family strain and the racial strain is strong in us—she
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pulled me to her heart and said, “Boy, wherever you go fear God.
And fear nothing else that crawls the earth or under the earth. Just
fear God. You will never regret it.”

That was the fighting blood of the women of Ireland that made us
men folks feel the way we do among other things.

The partition, gentlemen, was caused in this way: After Padraie
Pearse and these other brave lads were shot to death, after the revo-
lution was defeated, Eamon de Valera, the present Premier of Ireland,
was in that rising and was made prisoner, and he was saved from
execution because he happened to be an American, born in New
York. Subsequently, in the effort of the English Government to
secure a solution of the tragedy, Lloyd George, a wily, shrewd, clever,
smart, nimble, agile mental giant, among that kind of people, told
Griffith and Mike Collins, who at that time represented thé Irish as
an ultimatum:

“I have the steam up on the train leaving Euston station. You
sign on the dotted line. If you don’t, you take the consequences.”

And with a gun to their heads, these desperate Irishmen signed on
the dotted line. Thus, this so-called partition became effective,
cutting off the wholesome part of Ireland, this northeast corner
dominated by racial animosity and religious bigotry.

Here is that corner of lreland today, gerrymandered in disgraceful
and contemptuous disregard for political rights of minorities, so that
it would make an American city ward politician of today almost
laugh in his sleeve at anything as coarse and ruthless as that if it was
not for the tragedy of it.

They haven’t a chance to be accorded a reasonable vote.

They were cutting that northeastern part of the heart of Ireland
out of it. We lawyers in California call that a shotgun contract.

The reason why we are particularly sour about this thing is because
that northeast corner of Ireland has produced some of the greatest
men in Ireland. People say this is a religious question. It i1s not a
religious question. Some of the greatest men we ever had in the cause
of Irish independence were men who were not Catholics. John
Mitchel, for instance, Wolf Tone, one of the greatest men in all
Ireland.

The Irish Presbyterians in the northeast were men who were de-
pendable and fellows who made the battle for freedom in the days of
the colonial wars. They were with Washington. That section of
Ireland is sanctified by the footsteps of St. Patrick. It is a precious,
glorious section of Ireland, and these realists and barbarians, and
phonies from Wales and elsewhere said, “You cut this off. Take it
as it 1s.”

So from that time to this, on both sides of the border, they have
been insisting on this partition line being eliminated.

Woodrow Wilson said:

Well, let us have the termination of this. There is the self-determination of
the small nationals. Let the Irish see whether they want that land to stay
here or not.

A bloody war was fought in this country to avoid partition. So we
feel, and I say this with all due deference to my distinguished gentle-
men, it will probably be an annoyance to many because of my appre-
ciation of what these fellows have done. My good friend, Will Rogers,
one time told me, “Joe, we can take our boys and put them anywhere,
on top of the earth, under the ground, under the sea, on the sea, in
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the air, and anytime we meet anybody else we can lick the hell out
of them.

“But when you put the old boys at the conference table with tliese
buzzards, we lose our shirts, and they take us to the cleaners.

“We have not won a single conference.

“l was with Wilson at Paris, with the Economie Conference in
London, I was in Washington with Harding and Charles Evans
Hughes when we got worried about the peace and sunk our battleships
in the ocean. Every time you sit down with those buzzards the same
thing happens. We lose our shirts and they take us to the cleaners.”

Now, what I am suggesting, gentlemen of the committee, on behalf
of this widely-represented group of men from all corners of the
country, is that as taxpayers this time, a little of the wisdom of Will
Rogers be applied. You men sit in conference and say, “Listen, not a
smooth dime of that money 1s going over to Belfast.”

I talked to a gentleman in the congressional halls yesterday, and he
said the English think that is a reflection upon them. Tell them. It
would not be the first time there has been a reflection upon them. Tell
them. We do not propose that the American money, whether it is
the Irish or not, that that money be diverted from London to keep up
that bankrupt government they now are maintaining in Belfast.

Our information is this government is in the red right now in
Belfast. They are broke, and they want money, and they want
money from the only place they can get it. That is from this country.
You remember in the recent war how some of our battleships
steamed right out into the Pacific and got a great big broadside into
their bellies, and some of them went to the bottom of the ocean.
Archbishop Brisbane said that the people of Australia would give
thanksgiving to the United States for the American Navy because
they saved them from the Japanese.

But we say, at what a price. You will recall the skipper of the
great ship on which Father O’Callahan, the Jesuit chaplain, was
fichting, said that he was the bravest man he had ever seen in all his
life. We of the Irish race believe in the principles of the American
way of life. That is not a credit to Hollywood. If they want to
take a one-way ticket to Moscow, let them go over there. But I am
not of that tribe, and none of us are of that tribe. The Irish believe
in two fundamental things which are essential to resist communism.
They believe in the right of private property, the richt to have their
own capital their own. That is one of the things they have been
fichting for for centuries.

The peasant farmer wanted to have his own property, and the next
thing he has his own property. They believe in the living God.
They believe in Jefferson, as I quoted him a little while ago. They
believe that Lincoln meant what he said when he said:

This Nation under God shall have a new birth of freedom, with malice toward
none, charity toward all, with fondness in the right as God gives us to see right.

The founding fathers believed in God and so did the Irish. That
is why we are opposed to communism because it defies the idea of a
Supreme Being. With Communists there is no God. There is no
everlasting life.

You are phoney when you have such foolish notions.

The Irish, with fidelity to faith and religion, the faith of the fathers,
in my humble opinion, see it as no asset to this Nation. With all due
deference to your views, we would protest against a solid dime going
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to Downing Street, London, to be sent to Belfast. That is a disgrace.
It i1s a blot on civilization today. Nobody accepts it as a solution.
That 1s one of the reasons why we are here.

I have two or three notes I want to check. Then I will proceed.
Take for instance, Robert Emmett. He was another Protestant.
There is a book out on him right now. The book has been reviewed
by the New York Times.

I picked it up last Sunday. It says:

The Orange man of northeast Ulster are simply the lineal descendants of these
type of people that poor Emmett and these other people fought. He operated in a
ecountry in which the Government penalized the best of the men and rewarded the
worst.

Now, that is a sample of what we have.

Now, gentlemen, I know Congressman Lodge’s grandfather, who
was from Boston. He was a great man and a great citizen. Those
men have done one thing up there. They have not been ashamed or
afraid to accept public responsibilities of a citizen in public life. But,
Mr. Lodge, when I went to Boston in 1889, in the advertising columns
of the Boston Globe and Boston Transeript and the Advertiser, and
all those other papers, you saw ads ‘“wanted, carpenter—no Irish
need apply.” “Wanted, cook; no Catholic need apply.” ‘“Wanted, a
nursemaid ; no Irish need apply.”

As I told a group of Boston people the other day, and there were
65,000 of them, I said, “lI knew Boston in those days, with John
O’Reilly, a man who fought for Ireland as a young, patriotic fellow,
like they all did in 1867, in the days of Patrick Donohue, Gen. Patrick
Collins. That was your situation in Boston in those days, in 1889.”

Now Boston today is 75 percent Irish and Catholic, but the Irish
in 1889 in Boston didn’t lie on their bellies and let people make a
doormat of their backbones. The blood of free men was in their
veins, and they stood up as free men and look what it has got for them.

Seventy-five percent of that town is made up of that kind of people.
So we, gentlemen of the committee, have felt that at least we could
do a little more for our Ireland on this side of the {water, without
having them shot down like pheasants.

Practically all of them that went over there were shot down, or
executed, like Parnell and O’Connell and the rest of them. I will tell
vou, gentlemen, that you can look at the pages of history and find
them all, either executed as felons or dying of broken hearts.

Here at least we have a chance to help Ireland and help the cause of
America, help the cause of democracy and have some consideration
for the taxpayers.

Out in my State some of my extreme Democratic friends seemed
to think that there was gold bullion at the bottom of the Potomac
River and that you should pull the gold up and shove it over to
England. But now the money comes out of their own pockets.
Their income taxes and everything else have reminded them that not
a smooth dime comes out of here unless it comes from the taxpayers’
pocket. But, as a thoroughbred American and with a little brogue
my ancestors gave me, I am emphasizing it.

I am the father of 7 children and 17 grandchildren, and when
people tell me I should be rocking in a chair I say, “Well, Benjamin
Franklin was a little older than 1 am and he was some fellow in the
Constitutional Convention. That was a great big glorious thing,
and we are ¢lad we had him in that capacity.”
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So, gentlemen of the committee, you go before your constituents
a little oftener than my Senatorial friends on the other side of the
Capitol, and while we were received with great kindness by them, we
are more particularly interested in you, because the anxiety may
come to you that you must do this thing because England wants 1t
done.

I have not any grievance against the English, except they gave me
the good fortune to come to America. 1 went to the University of
London. Somehow or another I got by. We are concerned lest
some people try to “befuddle” you, to use a unique phrase, into
believing we ought to help these people there.

Yes; help them. I was chairman of the Los Angeles Emergency
Committee during the 4 years from 1931 to 1935. I think I Tnow
something about ‘the instinct of the human welfare program. But,
gentlemen of the committee, what we are concerned about here is that
somewhere in this loglslatlon you will put some of America’s desires in
there.

You should say, “No; we will not give you a dime, a smooth, thin
dime, to crucify any poor, unfortunate persons under the heel of an
immperialistic despotic system.”

That is all we are asking for. I think we are entitled to it.

Let me give you one more example, including quite a dispassionate
statement made by three men who met in Dublin lately from this
separated corner of Ireland.

Two of them were over here sometime ago. One was Patrick
Maxwell, a Catholic, and the other was Captain Ireland, from Belfast,
a Protestant. He was not ashamed to be a member of the Episcopal
Church. He was in the First World War and came over to Los
Angeles because he saw the chicanery and hypocrisy as to the rights
of self- determination, with Mr. Lloyd George just pulling the wool
over the eyes of some of our wholesome citizens who could not see any
better.

From that section of the State of Ireland came these spokesmen at a
gathering in Dublin, Ireland, January 25, 1948. The first man who
spoke was a lawyer, and not using my entertaining language, but just
a calm, dispassionate fellow, arguing before the Supreme Court.

This is what he said:

Britain set up partition and could end it. The responsibility was thrown upon
whatever government, was formed in Eire—

that is Ireland—

to show that it was inexpedient for Britain to continue it. 1 have never advocated
physical force like Wolf Tone in the Glorious Death, and I never will, but if it is
not solved the way you have suggested, as sure as the sun will rise tomorrow,
another generation will raise and there will be more blood offered at the shrine of
British imperialism. The only way to end it is to make it inexpedient for Britain
to continue it,

If it 1s in the red, keep our good American dollars out of that country.

Joseph Stewart, who was a member of Parliament, said that while
the Government in Whitehall shed crocodile tears over the minority
groups in India, the British Government today callously ignores the
aspirations of 80 percent of the Irish people the while she axpresses a
fear of the expansion on the anti-democratic philosophy of Russian
communism.
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She insists on stifling the voice and ruthlessly suppresses the
exercise of the democratic processes in Ireland.

One of the Senators said that at the present time the friendly isle
was essential to Britain. It was their duty to weld the Irish through-
out the world into one body, demanding an end to partition. We are
here for that purpose.

Gentlemen, I hope you will pardon the vigor of my talk. These
doctors tell you after a certain length of time you are supposed to get
in & rocking chair and behave Vomsolf and just fold up.

In behalf of those for whom I have the honor to speak, I desire to
thank your committee, Mr. Chairman, for this opportunity to be
heard, and, for the rocord, permit me to make it plain who 1t 1s for
whom I speak: It is for very proud American citizens, Mr. Chairman,
hundreds of thousands of whom have signed their names and set their
addresses to a monster petition now on its way to the President and
to the Congroqq at Washington—but more of that in a moment.

I also speak at the dir ('ctlon of a very remarkable Irish Race Con-
vention which was held in the city of New York on the 22d and 23d
days of November 1947. I carry to you the unanimously expressed
wishes and views of that great convention.

The sons and daugh_ters of our American Irish were represented at
that convention, Mr. Chairman, by their delegates from 38 States of
the United States of America. All of the great Irish-American organi-
zations sent their unqualified ‘endorsements, and were, for the most
part, represented in person by their national officers. I mean such
organizations as the Ancient Order of Hibernians, the Clan na Gael,
the United Irish Counties Association of New York, Inc., the Gaelic
League, the American-Irish Historical Society, the Sean Oglaigh
nah Eireann, the League for Irish Freedom of San Franecisco, the
Anti-Partition League of Philadelphia, the Irish Fellowship Club of
Chicago, the Irish Cultural Society, and countless others.

I suppose, therefore, that without exaggeration I might say that I
speak for millions of our citizens of Trish blood, and T want to tell
you why it is that all of them are speaking with a emﬂ‘le united voice
a voice which cannot be demul——lt is, T\Ir Chmrman, because they
have a very deep sense of grievance.

Let me, as quickly as I can, paint the situation for you in simple
and direct words. 1 quote:

The countless thousands of Ameriecan citizens of Irish blrth or blood are smart-
ing under the indignity of the forcible partition of Ireland by England.

Those words, Mr. Chairman, are taken verbatim from the monster
petition to which I have before referred. And to prevent your minds,
gentlemen, from formulating the question: “What has that to do with
this committee, and with these hearings?”’ permit me to quote a further
line from the preamble of the petition:

That England, by subsidy and otherwise, has maintained this partition against
the voice of the overwhelming majority of the people of Ireland.

You quickly catch and note that word “subsidy.” You quickly
catch and note, too, those words “* * * against the * * *
overwhelming majority * * *”

Meanwhile, the President of the United States of America has trans-
mitted to the Congress of the United States his message on the
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European-recovery program. The official outline of the European
recovery program shows that Ireland was one of the 16 countries
invited to the Paris Conference.

The President has predicated his message upon the spirit of de-
mocracy, as he sees it. In a later press release he refers to the plan
for western Europe as both economic and spiritual. The President
has also sent to the Congress proposed legislation which this§{com-
mittee is now considering for report to the House. That legislation
calls for American money, vast amountsof it. And out of those very
moneys England proposes to continue to support her invasion of
Ireland, contrary to the democratically expressed wishes of the people
of Ireland.

So, beyond peradventure of doubt, Mr. Chairman, this is the time
and this is the place for our citizens of Irish birth or blood to be heard
carefully and with grave consideration before further irreparable
damage may be done.

Mistake 1t not, when these sons and daughters of Ireland say in their
petition from which I have quoted that they are “* * * smarting
under * * * indignity,” they have indeed a grievance. Let us
examine that grievance, and see what it is. '

I asked a grandfather the other day, a simple man, a maker of
things all his life, how he could best express it. He said:

My sons were in the service. They were unable to answer the questions of their
buddies: “Where did your folks come from?” My sons couldn’t say ‘“From
Ireland,” because there is no Ireland. She is split into 6 counties and 26 counties.

You heard of the man without a country. Well, England has made my sons
men without a land of heritage.

But beyond that—my sons, thank God, have come back safe. Now they are
raising me a crop of grandchildren. How, in Heaven’s name, are those grand-
children going to explain where their ancestral stock came from? You'd have to
feed them political history with their milk. s

There you have it.

Take it another way. Sit you down at a business conference, or
sit you down at a luncheon. Gather at your place of worship, or
assemble at your club or at your lodge. Americans all. That typifies
the strength of our America. As you look around at your fellow
American citizens you tabulate them: Sure, that fellow over there is
a Swiss; and that husky giant is a Norwegian; there’s a Dane in the
corner seat; and that chap over there is English. Each has his
country of ancestral heritage. But we come to the stock that John
Boyle O’Reilly wrote of, and what can we say of them? Think of
the shame of it! If one of them so much as peeps up “my father
was Irish,” or “my mother’s folks came from Ireland,” immediately
the questions start: “Which Ireland?”’—“Where?”’—“You mean from
the English part of it or from the other part?”

Congressmen—they had a short name for the Pacific Ocean in this
last war. They called it ‘““the Irish Sea.”

Can we seriously imagine that the Kellys and Burkes and Sheas, or
the Sullivans, who went down there to their last long sleep, or that the
Murphys, the O’Briens and the McCarthys who were fortunate enough
to come back from there, would want the United States of America
to subsidize by our money the partition of Ireland—so that in very
fact there is no Ireland but only two divided sections of counties of
which the spokesman for the leading political party in Ireland has
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said: “If partition be not undone, then all that has been gained for
Ireland in the last hundred years may be lost.”

All that has been gained in the last hundred years. That seems a
very casual way to treat a hundred years of event-packed history,
Mr. Chairman. Our great United States of America is not yet in
its two-hundredth year. But let us look at it from the standpoint
of Ireland’s history. It was not until after the middle of the twelfth
century that the English armed forces came to Ireland. Ever since
then, and in each generation, the battle in Ireland against the invaders
of Ireland has continued. And wherever throughout the world the
exiled sons and daughers of the Gael were forced to go in order to
find the liberty and to make the living which was denied to them by
the oppression of the foreigner in the land of their forebears that battle
has also continued, and will continue until the end, Mr. Chairman.

So, as of today, for almost 800 years, the Irish have fought the con-
tinued foothold of that English invader, and, at long length, they
have driven that invader out of 26 of the 32 counties of Ireland.

Why England’s subsidy supports a puppet government in the re-
maining six counties—against the majority vote, again and again
recorded—of all of the people of Ireland, and how England does this,
is too long a story for me to detain you with today, but there are two
things which I can do without taking time: First, I can file with you
copies of David O’Neill’s 38-page brochure The Partition of Ireland,
How and Why It Was Accomplished, asking you, Mr. Chairman, to
regard that exhibit as an extension of my remarks; and, second, I can
emphasize for this record, the fact, that since the last printing of Mr.
O’Neill’s publication saw the light, the head of England’s puppet
government, in the six counties, namely Sir Basil Brooke, the six-
county premier, has admitted in a public speech that the minimum
subsidy by which England sustains the unnatural partition of Ireland
is $40,000,000 per year. Later authentic reports show that Sir Basil
Brooke’s figures are far too low. In many years, England’s subsidies
o much higher than published reports. She tries to conceal the
figures, but qualified estimates place the average at $200,000,000 per
year.

" (The brochure referred to is as follows:)

THE PARTITION OF IRELAND—HowW AND WaY It WAS ACCOMPLISHED

(By Daniel O'Neill)
PART I—‘‘INFLAMING ULSTER’

There were two general elections, a Presidential election, local elections and five
by-elections in the free part of Ireland in the period from 1943 to 1945. All these
elections were strenuously contested. Four parties took part in them: Fianna
Fdil (Government), Fine Gael (prineipal opposition), Labour, and Clann na
Talmhan (Farmers), as well as many Independent candidates. Neutrality ex-
cluded, these parties differed on almost all public questions except one. The one
was partition; on that every party spoke with the same voice; partition was a
grievous wrong against the Irish Nation and must be undone.

Dismemberment of a nation

What is this partition which draws all parties in free Ireland into a unity against
it, which transcends all party differences and binds into one every section of the
Irish people in four-fifths of Ireland? Partition is the dismemberment of one of
the most ancient nations in Europe. For all the years of recorded history and for
many a century before history was written, Ireland was one nation, with indisput-
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able boundaries set in the sea. Before the Christian era, it recognized itself as a
ll}lllit; a high King of Ireland acknowledged by lesser kingdoms was the symbol of
that unity.

This unity survived all the changes that 2,000 vears of history can bring. It
was not broken by invasion. It was not broken by internal revolt. Under it,
Ireland passed from paganism to Christianity, from a pastoral civilization to one
in which she led Europe in many of the arts. Under it, Ireland as a single nation
had her great victories and her great defeats. In the days of her power she sent
armies overseas, in the days of her subjugation her sons could arm only in secret,
but in both periods there was only one meaning to “Ireland’’—that is the whole
island.

Only one Ireland

This unity which triumphed over every misfortune and every.failure was as
evident in the modern political struggle as it had been in the centuries before it.
There was only one Ireland all through the eighteenth and nineteenth eenturies.
Grattan spoke for it, Emmet died for it, the Young Irelanders and Fenians rose
in its name, Parnell led it, and the men of 1916 began their immortal proclamation
with the words:

“Irishmen and Irishwomen! In the name of God and of the dead generations
from which she receives her old tradition of nationhood, Ireland, through us,
summeons her children to her flag and strikes for her freedom.”

The signatories to that proclamation were all executed, but their sacrifice only
strengthened the Irish will to be free, and in the general election of 1918, their
followers carried an overwhelming majority of the seats in the whole of Ireland.
The following January the elected deputies—those who were not in prison—met
in Dublin, established D4il Eireann, the Parliament of Ireland, and in the name of
the Irish nation, declared the independence of Ireland.

The act of a stranger

In 1920, after the unity of Ireland had once more been demonstrated in the local
elections held throughout the Nation in that year, this most ancient Nation was
partitioned. It was partitioned by an act of the British Parliament for which
none of the Irishmen in the House of Commons could be got to vote, not even
those from northern Ireland. The dismemberment was, and could only be, the
act of a stranger who had no understanding of Irish history or Irish culture or
Irish tradition. It is true that the national minority concentrated in the northeast
of Ireland had, under the inspiration of the British Tory Party, opposed home rule
or, indeed, any form of Irish self-government. They desired an Ireland, all
Ireland, inside the British Empire and governed by the British; the majority
desired an Ireland, all Ireland, outside the British Empire, governed by Irishmen.
Neither the majority nor the minority proposed a solution of their conflicting
views the cutting-up of the motherland that both loved. That, a foreign power
proposed and carried out.!

A bloody pawn in a party game

This outrage was committed upon Ireland not because those who committed
it thought it was necessary for the good of Ireland. They did it in pursuance of
their own party politics. When the Liberals were in office in 1886, Gladstone
proposed a home-rule bill for Ireland. The Tories saw that on such a measure
they could arouse both racial antagonism and religious fears and direct them
against the Liberal Party. Their leader, Lord Randolph Churchill, anticipating
that the Liberal leader would bring in such a measure, decided beforehand what
the British Tory Party’s counter would be.

“I decided some time ago,”” he wrote on February 16, 1886, ‘“that if the G. 0. M.2
went for home rule, the Orange card would be the one to play.” §

He played it. He went to Belfast and there so effectively stirred up sectarian
passions that his son, Mr. Winston Churchill, writes of his “rousing England and
inflaming Ulster.” He inflamed it so that, as again his son tells us, “the attitude
of the Protestants in the North of Ireland became daily more formidable. The
excitement in Belfast did not subside. Dangerous riots, inereasing in fury until
they almost amounted to warfare, occurred in the streets between the factions of
Orange and Green. Firearms were freely used by the police and by the combat-
ants. Houses were sacked and men and women were killed. So savage, repeated,
and prolonged were the disturbances, breaking out again and again in spite of all

I ““We never asked for partition, and we never wanted it""—Lord Glentoran, former chief whip of the
Six County Unionist Party, speaking on October 10, 1946, at Belfast.

2. 0. M. (Grand Old Man) Gladstone.

§ Winston Spencer Churchill, Lord Randolph Churchill, vol, II, p. 59.
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efforts to suppress them, that they became in the end the subject of a parlia-
mentary commission, the evidence and report of which are not pleasant readmg,
and proved, when ﬁnally published, damaging to the Orange Party.” * The
whole Tory leadership concentrated on this sectarian incitement with such good
effect for the party that they actually brought down the Gladstone government
and drove the Liberals out of office for 20 years with a short break from 1892 to
1895.

Old methods revived

Ireland, still unpartitioned, became again the bone of contention between the
two great English parties in 1912 when Asquith introduced his home-rule bill.
Here we come upon an instructive and significant parallel. When Lord Randolph
Churchill realized that Gladstone was going for home rule he took steps, even
before the bill was introduced, to raise the sectarian issue, not because he felt that
Protestants in Ireland were in any danger, but because by that means he could
bring down his political opponents, the Liberal government. Twenty-six years
later, Mr. Bonar Law was the British Tory leader and he adopted exactly the
same tactics. DBefore the Liberal Premier had introduced his home-rule kill,
Mr. Law, accompanied by others of the Tory leadership, crossed to Belfast and
not only played the Orange card against the Liberals but played it in exactly the
same way. Lord Randolph Churchill had organized and reviewed a marchpast
of 70,000 Orangemen. Mr. Law reviewed 80,000. Lord Randolph, in an in-
cendiary speech, encouraged them to take extra constitutional action and promised
them the full support of the British Tory party. Mr. Bonar Law did the same.
The effect of Lord Randolph’s speech and promise was that the Orangemen, feeling
themselves privileged by such support (for it included men who had held the
highest offices under the British Crown), put the inflammatory speeches into action
and brutally set upon the Catholics. “We have seen Mr. Winston Churchill’s
description of what followed his father’s speech in Belfast. The same sequence
occurred in 1912,

“Catholic workmen were assaulted both in the yards and in the erowded ap-
proaches. Some were kicked and beaten; others assailed by showers of iron nuts
and rivets—‘Belfast confetti’: during the month of July 1912, there were 25
assaults inside and 55 outside the vards, ‘5 of the most dangerous charactera threat-
ening the lives of the sufferers.” The Catholics employed by Workman and
Clark were driven out of their employment, as they complained, by the threats
of their Protestant fellow-workmen, and refused to return until their safety was
assured.”’” ®

“Two thousand Catholic workers had been driven from the shipyards in scenes
of considerable brutality.” 7

What had thus begun was continued at intervals for many years. Whenever
it seemed that Ireland was likely to become either self-governing or wholly free,
British Tory leaders crossed to Belfast, and there fanned a brutal sectarianism
into flame solely to inconvenience their political opponents in Britain, In 1912,
however, the Liberals were in a stronger position than they had been in 1886,
and, therefor,, it would need more powerful organization to secure their defeat
on the long chosen ground, the home rule bill. Thus it came about that several
British ex-Premiers, many other former Cabinet Ministers, many high-ranking
British officers were soon engaged in proceedings which involved the creation
of the first private army in 20th century Europe—the Carsonite Volunteers, who
were armed by the illegal importation of weapons, and, under the leadership of the
British opposition, pledged themselves to resist a British Act of Parliament in
arms. British Army officers stationed at the Curragh mutinied rather than
interfere with the conspiracy. Faced with this array of leading British statesmen
and senior British officers, Asquith, then British Premier, surrendered and pro-
posed the partition of Ireland.

Maneuver and decet

Thus had partition its origin in the maneuvering of one English political party
to get the other political party out of office. The Tories, by inflaming racial and
religious prejudices throughout Britain and the northeast, had created conditions
which threatened the security of the Liberal government. The Liberal govern-
ment, rather than stand by their own principles which were enshrined in their
own act of Parliament giving self-government to all Ireland, surrendered to the
armed threats and to save themselves proposed that Ireland be dismembered.

{ Winston Spencer Churchill, Lord Randolph Churchill, vol, II, pp. 65-66.
6 Ian Colvin, The Life of Lord Carson, vol, 11, pp. 132- 133.
7 George Dange rfield, The Strange Des ath of Liberal England, p. 88,
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What was born of a partisan maneuver was perpetuated in deceit. In order to
secure the assent of some of the Irish Nationalist leaders to this new policy the
Asquith government pressed it upon Mr. Redmond, head of the Irish Parliamen-
tary Party, on the grounds that it was purely a temporary measure and that, after
5 years, the excluded counties, which were to be ouly four, would revert auto-
matically to the control of the National Parliament. At the same time pledges
were being given to the Belfast leaders by the British that partition would be
permanent,

More than 300,000

Before the new “settlement’” could be put through the First World War inter-
vened and self-government for Ireland was shelved while Britain took the field
for the liberty of small nations. Irishmen were recruited for that war on pledges
issued by the British War Office, which stated that when it was over, Ireland (not
a part of Ireland) would receive the same independence as Belgium: “They
(the Allies) cannot then in the face of Europe give freedom to all small nations and
leave Ireland out,” said a British official War Office recruiting poster. It is esti-
mated by Gen. Sir William Hickie that more than 300,000 Irishmen served in the
First World War. That the vast majority did so believing Ireland also was to
be freed or given home rule is indisputable. But a number of Irishmen of deeper
understanding decided, in view of Britain’s shelving of the whole question of Irish
self-government, that nothing would win them liberty but the assertion of inde-
pendence in arms.

_ A rising took place in Easter week, 1916. It was crushed ruthlessly, all the
signatories of the proclamation of a republic issued on the morning of the rising
being executed and, with them, the greater number of highest ranking officers of
the revolutionary army. But Britain, no longer able to hide from the world her
denial of freedom to Ireland, busied herself, with much publicity, in preparing
a measure of Irish self-government. There was little sincerity in this apparent
concern for Ireland’s rights; the explanation is to be found 3,000 miles away
where America, deeply shocked at the execution by firing-squads of men of a
subject nation seeking liberty, seemed to recede still further from entering the
war. It was thought in London that a gesture toward Ireland might help to
undo the harm done by the suppression of the rising. Lloyd George was given the
task of finding a solution to the Irish question.

A significant letter

He promptly revived the proposal to partition Ireland, and on this occasion
did actually succeed in persuading the Irish parliamentary leaders that the exclu-
sion of the Northeast would be purely temporary, and by that means won their
consent to the proposal. It is significant of the manner in which partition was
eventually accomplished to notice that Lloyd George, while persuading the
Nationalist leaders of the temporary nature of the solution, was writing as follows
. to Sir Edward Carson, the Orange leader:

WHITEHALL, SouTH WALES,
May 29, 1916.

My Dear Carson: I enclose Greer’s draft proposition.

We must make it clear that at the end of the provisional period Ulster does not,
whether she wills it or not, merge in the rest of Ireland.

Every sincerely,
(Signed) D. Lroyp GEORGE.

Will you show it to Craig.

A new plan

The popular revulsion against the partition proposed defeated the attempt to
soothe American opinion and a new offer was made by Lloyd George, who had
since become Premier. The British would set up a convention of Irishment and
let them decide on a plan for self-government for all Ireland. When, however, the
convention was created, it was found to be not an elective but an appointed
body in which the Sinn Féin movement, now representing a majority of Irishmen
and women, was to be given 5 seats out of 101. This “Irish convention’” was
not to be permitted to declare for Irish independence, which was what the Irish
people now desired. Its main purpose was to deceive the United States into
believing that Britain meant at last to deal honestly with Ireland and so the
convention was kept talking until America was securely in the war. Then it was
brought to an end by the receipt of a letter from the British Premier completely
changing its terms of reference and declaring that such agreements as had been
come to by the majority of the delegates could not be accepted and that, in fact,
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even the limited self-government which was being considered was impracticable.
During the sittings of the convention, the Uniorists of the predominantly National-
ist area joined with the Nationalists themselves in an effort to avert partition
by making extraordinarily generous concessions to the Northern minority. That
minority, however, actively encouraged by the British Tories, blocked every
effort at a settlement. Home rule for all Ireland being no longer useful to the
British cause in America, was dropped by the British Cabinet.

By their acceptance, even temporarily, of partition, the Irish Parliamentary
Party, although still holding the vast majority of Irish seats (the last election was
in 1912), /had lost the confidence of the electorate. The people had transferred
their support to the new movement led by men who had taken part in the rising
and who stood for full independence for the whole of Ireland. The first electoral
test after partition had been proposed came in December 1918. At that election,
the Irish Parliamentary Party vanished, only 6 of its 73 members surviving. That
was the measure of the people’s anger against the partition proposal and of their
determination that Ireland as a unit should be fully free.

A vote for freedom

That general election of 1918 is significant not only for the defeat of the Irish
Parliamentary Party, but for its actual results. In all Ireland, those who stood
for full self-government were returned in an overwhelming majority—79 to 26.
Even in the province of Ulster itself in this election—the last election before
partition was accomplished in 1920—there were returned a majority of deputies
standing for a independent Ireland. In votes cast, including estimates for the
constituencies in which no opponents to independence were nominated, the
electorate decided:

Kok sslf-goverding Iveland s oo o =8 bnovars ol oo Lel 1, 211, 516
BERinst BcH-govern et s oo Lo S STt Ll R ta S L el 315, 394

Local elections were held in Ireland in 1920, again before partition was accom-
plished. They showed that in 206 corporations and councils there were 182 in
which the majorities were for a self-governing Irish Nation. In 19 only were
majorities against self-government and in 5 others the membership was given.

No one wanted it

It is here necessary to stress a point already made. Up to December 1920,
no party in Ireland wanted partition. The mass of the Irish people demanding
independence obviously did not want partition, but neither did the Unionists
of the Northeast, who, even when they strove for the exclusion of Ulster, did so
in the hope that home rule would thus be defeated and all Ireland remain in the
British Empire and under the as yet unshaken patronage of their own class.

In view of this national opposition, the steps taken by the British Government
to impose partition had to be thoroughgoing to be effective. They took a twofold
form:

(i) To inflame, as in the past, sectarian passions in the northeast.

(i) To inflict such punishment on Ireland in her struggle for freedom as to
break her will to resist dismemberment.

With this double aim Lloyd George, in December, 1919, introduced in the
British Commons the measure now known as the Partition Act. When its terms
became public they created anger and revulsion. Even the antihome rule Irish
Times said on February 1920:

“The bill has not a single friend in either hemisphere, outside Downing Street.”

That friendlessness was emphasized later, when the bill came to be discussed
and when not a single Irish member of any party voted for it. This all-party
antagonism faced Lloyd George with the task of creating conditions in which the
hated settlement could be forced on the Irish people. Let us follow the British
plan as it developed.

The Irish resistance

After the war, Ireland applied the principle of self-determination of nations to
herself. Her elected deputies met in Dublin, set up a National Parliament, and,
as a symbol of the indivisibility of Ireland, invited to its sessions the Unionist
deputies elected in the northeast. This Parliament in turn elected a government,
and Ireland became, by open and democratic processes, a republic. Britain, in
the next 2% years, sought to overthrow that Republic by sheer military might.
Instead of granting Ireland the same independence as Belgium, as was promised
to the hundreds of thousands of Irishmen who had enlisted for the war (the Irish
casualties were twice those of Belgium) the British Government declared the
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elected Parliament an unlawful body and recruited and dispatched to Ireland
the Black and Tans. This terrorist army was loosed upon the people. Scores
of towns were burned and wrecked, industries were smashed up, private residences
destroyed for “‘reprisals,” prisons filled with resisters, many captured in action
executed, and systematic assassinations carried out, elected leaders being shot
in their homes at night.

Help from abroad

When a year of terrorism on this enormous scale was found not to have broken
the Irish resistance movement, the British realized that eventually they might
have to make peace with leaders so heroically supported by the people. TInstead
of the desire for independence weakening, it was daily becoming stronger. Vast
moral support was given to it by the exiled Irish and their friends throughout the
world. In the United States, public opinion was deeply moved by the unequal
fight, and American citizens sent generous aid to the insurgent Irish Government,
The British Cabinet, despairing of a decision by brute force, resumed more
energetically their preparations for the partition of an Ireland which seemed to
be successfully shaking itself free.

The British Government elected in 1918, although Lloyd George was Premier,
was predominantly Tory. Its sympathies lay mainly with those whom earlier
it had encouraged to create a private army and resist in arms an act of Parlia-
ment passed by their opponents, the Liberals, and who had even organized mu-
tiny to serve purely party ends. Indeed, the personnel of the Government at
this time included some of the very men who had taken part in the armed op-
position to the British Parliament.

Pogrom again

It will, therefore, be no surprise to learn that exactly the same methods as the
Tories had used on former similar occasions re-appeared as at a given signal. In
the summer of 1920, in Derry and Belfast, the principal Unionist newspapers began
to publish letters of incitement against the Catholic minorities in both cities in
which there was considerable unemployment. These letters became more violent
and suggested that members of the minority had no right to employment, that
they were keeping work from loyalists, and that action would have to be taken.
Soon these incitements were taken up more generally by Unionist speakers, and
on July 21, 1920, Catholic workers were set upon in the shipyards and the linen
mills. This was the beginning of pogroms of a horrible nature in which many
hundreds of Nationalists—men, women and children—were killed and wounded
by armed mobs who operated without any but the most ineffectual interference
by the British authorities. Scores of thousands were forcibly driven from their
homes and hundreds of these homes were then set on fire by the mobs. Week after
week, month after month, these scenes disgraced Belfast, Derry and other northern
towns. They lasted, indeed, for 2 years. The British police and military
could have stopped them in an hour had it not been British policy to incite a
sectarian conflict. Such a conflict of Protestant and Catholic might produce the
same conditions as in 1886 and 1913-14, now regarded as favorable for putting
through the proposal of partition.

An unacceptable bill

The time for completing the proposal was considered ripe in the autumn of
1920. Lloyd George’s bill for the better government of Treland which sundered
a unity that has lasted since before the dawn of history was a self-evident maneu-
ver. He was aware that the bill was utterly unacceptable to the mass of the
Irish people, who, he stated in a speech about this time, would be satisfied with
nothing less than full independence. He was also aware that the Northeastern
Unionists, concentrated in two of Ireland’s 32 counties, did not want partition.?
They were simply opposed to any self-government for Ireland. He made his bill
law with no intention of operating it as a whole. He wished to secure the advan-
tage for Britain of a partitioned Ireland before the undaunted assertion of inde-
pendence by the Irish majority compelled him to negotiate with Ireland’s real
leaders (whom at this time he was digmissing contemptuously as a “murder gang”’).
It is of great significance that, when+the bill came before the British Parliament
in which the Six-County Unionists were fully represented, not one of them took
part in the division by which the principle of partition was accepted. Hostile
as they had been made to the Irish majority, they could not bring themselves to
vote for the dismemberment of their own nation.

B ““We never asked for ‘partition’ and we never wanted it""—TLord Glentoran, former Minister for Agri-
eulture and Unionist chief whip in the Belfast Parliament speaking on October 10, 1946,
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Thus began partition. Never sought for by any party in Ireland, never in-
tended by its authors to be anything else but a move in British polities, it com-
mitted upon one of the oldest nations in Europe a wrong which, while it lasts,
makes true friendship between the two neighboring nations of England and Ireland
impossible.

PART II—THE PROBLEM TO BE FACED

Since a Parliament was set up in Belfast all the institutions of State—a Govern-
ment, a judiciary, a civil service, a police force, ete., have been created. As a
result, there has now grown up a vested interest in the maintenance of these
insistutions and in the eontinuance of partition on which the Unionist majority
think their maintenance depends. Consequently, there is in the Northeast today
a party which desires partition. That, as will be clear from what has already been
said, is a direet result of British policy. But it poses a problem which all interested
in Ireland have now to face.

The facts

That it may be faced in the full light of facts the details of the partitioned area
should be understood. The first requisite of an understanding is to know exactly
what the area is. This can best be done by observing what it is not. Lloyd George,
whose bill partitioned Ireland, was anxious to mislead international opinion on
the matter. In fulfilling this task, he accomplished something no geographer had
ever attempted. He put the most northerly part of Ireland into ‘“‘Southern
Ireland. He called the six counties which his bill cut off from the body of Ireland
Northern Ireland, and the remaining 26 counties Southern Ireland. It is as if the
area of York, Westmoreland and Durham were to be called Northern England,
and all the rest of England, including Cumberland and Northumberland, Southern
England. It is as if Wisconsin, Ohio, New York and Pennsylvania were called
the Northern States and all the rest, including Maine, New Hampshire and
Michigan, the Southern States.” Such nomenclature applied to England or the
United States would be absurd. It is no less absurd in regard to Ireland.

The partitioned area is not Northern Ireland. Neither is it the historic province
of Ulster which is nine counties. It is a purely arbitrary area without any natural
boundaries. Its tortuous border is 270 miles long in a country only 300 miles in
length and passes over mountains and across rivers, dividing farms, villages,
streets, and even houses in half. Not only does the cut-off area partition Ireland,
it partitions Northern Ireland too, the greater part of which is outside the area,
and it partitions Ulster, three of whose counties, including Donegal, the largest,
are outside the area also. Neither geography nor history justify partition, no
physical boundaries exist to explain why six counties were chosen to be separated
from the nation whose life of thousands of years they shared.

Not Ulster

The six counties were chosen as the area to be partitioned for one reason only,
that it was the greatest extent of country which the concentration of Unionists
in Belfast and its contiguous hinterland could out-vote. Sir Edward Carson, the
Ulster leader, himself argued against including the three other Ulster counties
because, if he did, he told the British Parliament, ‘“You would have no chance of
successfully starting a Parliament in Belfast,” as there were 260,000 Nationalists
in these counties, which, with the 430,000 inside, might outvote the Partitionists.
As has been already said, in the last election before the Partition Act was passed,
the province of Ulster returned a majority of Nationalists. Had the Partition
Act cut away Ulster, it might have immediately voted itself back into Ireland.

The area which was, in fact, chosen is not territorially Unionist. Almost half
the cut-off area has Nationalist majorities. The two counties of Tyrone (largest
county in the area) and Fermanagh are in the majority Nationalist, so are the old
Parliamentary constituencies of South Down and South Armagh which adjoin
free Ireland. So also is the second of the only two cities in the area, Derry. There
18 no question, therefore, of a Unionist homogeneous area to justify partition.
Indeed, if four of the six counties, Tyrone, Fermanagh, Derry, and Armagh, were
to vote as a unit, the majority would be Nationalist and they would vote them-
selves into free Ireland.

No racial difference

Nor is the area racially different from the rest of Ireland. The six-county
population is predominantly of Gaelie stock, as is Ireland as a whole; even those
who were brought from Britain during the plantations to occupy the lands from
which the natives were expelled came, in a majority, from areas which had pre-
viously been peopled or partially peopled from Ireland.

69082—48——62
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Again, the partitioned area has no religious unity which would justify separa-
tion from the rest of the country. In fact, the most numerous religious group
within the area are of the same persuasion as the majority in Ireland, i. e., Catholie,
despite the propaganda about the ‘““Protestant North.” These are the figures:

Catholies. . " _ . ssce e citenor o SRS B ot = L s e 428, 290
Pragbyterifig . . . so it s i e R L oA 390, 931
Churchiof Treland ... - .. L3 GSCSAEWE S fo v o 1 Ssl WIS 345, 474
Methodiats. o4 ibbo b o JEUR (DD SR SNttt o o J SY/AN SR 55, 135
Otherg - Mool ool L e s ROy L R e 59, 915

Industrial workers

Another excuse given to justify partition is that the six counties are industrial
while the rest of Ireland is agricultural. It is not so. The greatest single in-
dustry in the Northeast, as in Ireland as a whole, is agriculture in which 164,811
are engaged. The number of industrial workers as shown in the last census of
production, published in the official Ulster Year Book, of 1938, was 143,176, while
in the same year the number of industrial workers in the rest of Ireland was
166,174. These figures do not mean that the six counties are not more indus-
trialized than the 26 counties, for the difference in area and population has to be
kept in mind. But they do mean that agriculture and not manufacturing in-
dustry is the six counties’ chief occupation. The six counties have at present
many more industrial workers than they had before 1939. This is abnormal and
is due to the transient effects of war. In fact, the two main industries of the
North—shipbuilding and linen—were in the years between the wars so erippled
that, in the whole of the so-called United Kingdom, unemployment high every-
where was highest in the six counties, which was officially scheduled as depressed
area No. 1. The fictitious prosperity which war brings has momentarily changed
that,” but, in the 24 years of the separate existence of this Northeastern state,
more than half that period was spent in an almost unbroken industrial slump, due
largely to the impossibility of a state so cut off from its natural markets ever being
prosperous under normal conditions.

Treatment of minorities

The main effort made to justify partition was based on the grounds that it was
necessary to save the Protestant minority in Ireland from persecution at the hands
of the Catholic majority. Of all pretenses this is the most dishonest., Nowhere
in the whole wide world is a minority better treated than the Protestant minority
in the free part of Ireland. It not only shares in every benefit, in every grant,
in all public appointments, in the freedom of worship enjoyed by all citizens and
groups; it holds a position in the publie, economie, political and social life of free
Ireland far outstripping that due to it by its numbers. It is so weak in numerical
strength (only 6.6 percent of the whole) that its persecution would be easy. In
facy, its rights are jealously protected by the State and special arrangements are
made to insure, for instance, the continuance of its schools. Of public appoint-
ments even of the highest kind—for instance, judgeships, memberships of State
Commissions, ete.—it receives an apportionment many times that to which its
numbers would entitle it.' On December 12, 1945, the Irish Times, organ of this
minority, said in its main editorial:

“So far, the Government of Eire has had an exemplary record in religious
affairs. It has never discriminated in any way between the sects. * * *7

It would be impossible for any Nationalist paper in the Northeast to say that
of the six-county government. ‘That government has systematically denied to
the Catholic minority, not in this case of one 6 percent, but one of 33 percent,
the rights due to it even as ordinary ecitizens. Its schools are discriminated
against, public appointments of importance are virtually denied it (it is esti-
mated that though the Catholics, by their numbers, must supply in the neighbor-
hood of 33 percent of the revenue, their share of public salaries is 4 percent, its
electors are disfranchised, it has been the subject of several murderous pogroms.

¥ The transient nature of the six-county war prosperity is shown by the fact that the latest unemployment
returns for the two areas (October 1946) shows the six-county unemployment (1 in 44 of the population)
was much greater than in free Ireland (1 in 67).

19 Since June 1945, the Trish Government has made a series of appointments to boards, comimittees, ete,
The average representation given to the 6.6 percent minority on those bodies was 37 percent,
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Prime Ministers lead in bigolry

That this diserimination against the minority and their exclusion from public
appointments is no haphazard result of thoughtlessness, but a set policy decided
at the highest levels, the following quotations show:

The six counties have had three Prime Ministers since its foundation: Lord
Craigavon, Mr. J. M. Andrews, and the present Premier, Sir Basil Brooke. All
have openly encouraged the exclusion of the minority from employment either
under the subterfuge that they are not loyal or directly. Sir Basil Brooke, the
present Premier, said in 1933 (12 years after the State was set up):

“Many in the audience employ Catholics but I have not one about the place.”

The previous Premier, Mr. J. M. Andrews, speaking in the same year, said
that it had been ‘“alleged against the Government,” that there were 28 Catholic
porters in the Parliament House.

“I have investigated the matter,” he said, “and I find that there are 30 Pro-
testants and only one Roman Catholic there only temporarily.”

The first Premier, Lord Craigavon, declared in 1934, “We are a Protestant
Parliament and a Protestant state,”” and later that year said:

“Public appointments are given to men and women who are loyal (i. e., to the
Protestant state) to the core.”

This practice of diserimination was then already of long standing. The Min-
ister for Agriculture, Sir E. M. Archdale, said 9 years earlier (March, 1925):

“T have 109 officials and so far as I know there are four Roman Catholics, three
gf whom were ecivil servants turned over to me, whom I had to take when we

egan.”

The minority was proseribed in 1925, in 1934 and is today.

No political unanimity

From all this it is evident that there are no grounds of racial difference, no
grounds of religious unanimity, no grounds of economic divergence, no grounds of
economie self-sufficiency, no grounds that religious or political discrimination is
exercised in the free part of Ireland to justify partition, just as already shown there
are no grounds of history or of historical geography or of physical geography.
The only other reason that might be put forward for the separation of this area
from Ireland would be the political unanimity of those who inhabit the area. As
already indicated, there is no such political unanimity. Politically, as far as can
be ascertained from the latest statisties, which, as will later be explained, are not
really a sufficient indication of the strength of the minority; the position is:
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The “others’ are not a political entity. They are divided into official Unionists—
the only vociferous upholders of Partition—Labour supporters and Independents.
Before we break up the total of those who are not Nationalists into its component
parts it is necessary to describe the electoral system of the area.

Taking the franchise away

That electoral system is surely the world’s outstanding example of how a minor-
ity may be disfranchised under a democratic facade. In the British act under
which the six counties were established as a separate state, proportional repre-
sentation was decreed to be the system of election. Under proportional repre-
sentation strong minorities are guaranteed their full representational strength.
Not only did the Belfast Government abolish PR as soon as it felt it had the power
to do so, but it rearranged the electoral areas not only for elections to Parliament
but for elections to all local bodies. The plan on which this rearrangement of
constituenecies was based was a simple one. It drew electoral areas of the most
absurd configuration—one of them crosses a mountain—in order to enclose the
greatest possible number of Nationalists and the smallest number of Unionists
into one division. To that area was then given one representative. The re-
maining areas in the neighbourhood were divided into several divisions in which
Unionists had an assured majority and to each of these was given one repre-
sentative,
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Unequal value of votes

By this means, 10,000 Unionist votes were given the same electoral power as
20,000 Nationalist votes, and in fact in County Down where every 22,486 Union-
ists have one_ member of Parliament, 39,861 Nationalists have no] representative,
and in County Fermanagh, 32,455 Nationalists can elect only one member but
25,529 Unionists can eleet two. This process was earried into the elections for
local government authorities down to the smallest town council. Absurdities
are so numerous that a choice of examples is difficult. Here are a few: In Tyrone,
73,600 Nationalists get only 11 seats on the county council, the minority of 59,109
get 16. In Dungannon urban district council, 1,959 Nationalists elect 7 members
but 1,803 others elect 14. In Castlederg Union area 5,158 Nationalists get 6 seats:
4,990 others elect 16. In the second city of the partitioned area, Derry, 27,062
Nationalists can elect only 8 members on the eity council but 18,097 others ecan
elect 12.

Under so glaringly unjust a system it is evident that tne minority, knowing
beforehand that it cannot elect its due percentage of representatives, gives up
hope and it is always a feature of six county parliamentary elections that between
a third and a half of all the seats are filled without contests. On a count of heads
the Nationalists should be able to secure at least 17 seats in the six-county parlia-
ment, and where there are three-cornered contests, a few others. In fact the
Nationalists have never been able to secure more than 12.

Opposition poll in Belfast

In the last election, 13 of the official Unionists, 1 Unofficial Unionist and 6
Nationalists, i. e., 38 percent of the House, were returned unopposed, something
unique in electoral history. In the contested areas for the remaining 32 seats,
out of a total poll of 358,000, the Government polled 186,000 votes, while all
shades of the opposition secured 172,000. In Belfast City, the opposition parties
polled more heavily than the Government ecandidates. If those figures were to
be applied generally throughout the area, the Unionists would have 27 seats and
the oppcl}siti(m 25. In fact, the Unionists have 33 seats and the entire opposi-
tion 19.1

The election results are, as has been said, largely decided by the manner in
whicn the constituencies have been gerrymandered, and in consequence, there has
never been a change of government in the six-county area in the whole 25 years
of partition. The unjust and undemoecratic nature of partition is reflected in the
complete dishonesty of the electoral system by which it is maintained. Nominally
any vote is the equal of any other (the main test of a democratic system), but, in
fact, the Unionist vote is in the six counties made the equal of at least two Na-
tionalist votes and in many areas of more. But, even under such a system, the
fact emerges that there is far less political unanimity in the six counties than
there is in the 26.

The trick s repeated

It has been part of partitionist propaganda that the dismemberment of Ireland
was accepted by the whole people and was ratified by D4il Eireann. As will be
obvious from the fact that every party in the 26 counties has in the forefront of
its program the abolition of partition, this is not true. Indeed, the putting
forward of that plea by the defenders of dismemberment is a reminder of the gen-
eral trickery that went into the creation of partition. We has shown that, when
partition was first mooted, Asquith, and then Lloyd George, tried to get the con-
sent of the Irish parliamentary leaders to the exclusion of the Northeast area
from the operation of the home rule bill on the definite ground that the execlusion
would be temporary. In 1921, the trick was repeated in a different form on the
signatories of the Anglo-Irish Treaty. Article XII of that treaty was so worded
as to mean that a plebiscite would be taken of the areas desiring exclusion. Such
a plebiscite would have reduced the partition area to two counties which would
be so small as to render its continued existence as a separate State impossible.
The British Premier and his colleagues persuaded the Irish signatories that, not
only was that interpretation of Article XII right, but that, when the time came
for the establishment of the boundary ecommission envisaged in the article, they
would back that interpretation with all their influence.

To reunite Ireland

The treaty was thus accepted by those who voted for it as an instrument for
the reunion of Ireland. That was how the British wished it to be read to make

11 Figures cited on this page are taken from The Partition of Ireland: Statement by Northern Nationalists
1938. BSee also Fabian Society pamphlet, No. 54, by John Hawkins (London).
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sure of its acceptance. When, however, its terms came to be fulfilled—Collins
and Griffith, principal signatories of the treaty, now being dead—the British
Premier and his ecolleagues did the very opposite to their promise to the Irish
signatories. They threw all their influence publicly behind an interpretation of
Article XII which perpetuated partition, thus influencing the boundary Com-
mission (which meanwhile had been set up with two British nominees, and one
Irish), not only to declare for the existing boundary, but to seek to add other
parts of Irish territory to the separated area.

Under duress

The outburst of Irish anger at this proposal was so great 2 that the British
never officially published the Commission’s report, but using the threat of publi-
cation as duress, forced a compromise upon the then leader of the Irish Govern-
ment, Mr. Cosgrave, that he would consent to the deletion of article XII from
the treaty, thus indirectly stabilizing the existing boundary. The vote in favor
of this action in the Irish Parliament was taken on December 10, 1925, while the
Republican deputies were still excluded from that chamber. The agreement
embodying the delection of article XII was passed, but only 71 deputies voted
for it, which was well less than half of the house of 153 members. On the same
day, the Republican members met outside the house and issued the following
declaration:

“In the name of the Irish nation and the Irish race, in the name of all who
have stood and will yet stand unflinchingly for the sovereign independence of
Ireland, we, the duly elected representatives of the Irish people, by our names
appended hereto, proclaim and record our unalterable opposition to the partition
of our country.”

Before the deputies signed this declaration, Mr. de Valéra, addressing them said:

“We deny that any section of our people can give away the sovereignty or
alienate any part of this nation’s territory. If this generation should be base
enough to give them away, the right to win them back remains unimpaired for
those to whom the future will bring the opportunity.” p
The Irish Labour Party also issued a manifesto denouncing the agreement as an
“unmitigated betrayal.”

Is partition the solution here, too?

All through its short history, from the first moment of its origin as a mere move
in a wholly British political game, partition has had as its fruits—trickery, deceits,
pogroms, broken pledges, dishonored treaties, denial of elementary democracy,
base injustice to the minority, economic depression and political frustration.
By its fruits it stands wholly condemned.

But a problem remains. It is a problem not unknown in other nations; in-
deed, it is one of the most ordinary problems of national governments—that of a
dissenting minority. If every such problem were to be settled by detaching part
of the historic nation and attaching it to another country, there would not be a
bodily whole nation either in Europe or America. A solution by the partition
of its territory would be abhorrent to every right-thinking citizen of any State.
In the British general election of 1945, the southern shires voted in majority against
Labour. In the United States Presidential election of 194410 States forming a
more or less solid block, voted in majority Republican. Is the solution for these
minority problems partition? Europe was kept on the verge of war at many
international crises after the partition of France in 1870; the attempted partition of
the United States caused the terrible Civil War of 1861; World War I was made
almost inevitable by the cutting off of Alsace and Lorraine from France; World
War II really began in the partitioned territories of Central Europe. Partition
is & wrong to which no people seem able to accommodate themselves.

A possible solution

In Ireland, it can be settled entirely peacefully. What is required is an arrange-
ment by which the special political outlook of the minority, concentrated as it is
in the northeast, is given just recognition and protection, even to the extent of
permitting the area to retain its autonomy, subject to full justice for its own
minority. The reunification of the whole territory could then be effected under
an all-Ireland parliament in which the minority will naturally have the repre-
sentation to which its strength in the nation entitles it. Such a solution would

12 The Irish Independent, principal supporter of the treaty settlement, commenting on this new inter-
pretation, made it clear that those who aceepted that settlement did so only bécause they believed clause
XII would undo partition. In an editorial on September 8, 1924, it said: “If it were eapable of bearing
any other meaning but that placed upon it by Michael Collins, Arthur Griffith and the Irish people it would
never have received 5 minutes consideration in this country.”
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be fair to the minority, just to the nation and in accordance with democratic
principles.

Benefited nobody

Partition has benefited neither Britain nor the six counties. For Britain it has
meant a crippling loss of prestige throughout the English-speaking world. There
the injustice of partition is widely understood because Irishmen, wherever they
be, feel the wrong as deeply as those at home, and they enlighten others. In
consequence, whenever Britain asserts her concern for liberty in these parts of
the world, her sincerity is at once suspect. Men say she wants freedom for others,
but she does not grant it to her nearest neighbor. This, indeed, explains the
ineffectiveness abroad of much of the British criticism of Ireland’s neutrality
during the war. Irishmen in Ireland had only to look over the border to know
that the high-sounding principles in British war propaganda were not to be applied
to them; while those abroad had merely to think of partition to know that a
nation dismembered by another nation cannot be reasonably criticized for not
fighting on the side of her mutilatar.

Weakens Britain

Further, the existence of partition must weaken gravely the effectiveness of
British foreign policy. Questions which give rise to international fears as this
pamphlet is being written can be shown to have in them a striking similarity to
what happened in northeast Ireland—an outside power inciting a minority fo
revolt against majority rule in order to give to that outside power a special
dominant position in that particuiar piece of territory. How, in face of what
has been done and is being perpetuated in Ireland, can Britain object with any
effectiveness to what is happening in these areas, vital though those happenings
are to British interests? It may be that these questions will be settled satisfac-
torily to all concerned, but the fact that similar situations will recur points to
the necessity for Britain to have clean hands when entering into conference with
other powers. While partition lasts, Britain’s international position in such dis-
putes cannot be strong.

What the northeast lost

The six counties have lost immeasurably by partition. In the interwar years,
as has been mentioned, the economic situation in the partitioned area was so
deplorable that subsidies from Britain were required to keep the Government
aflbat. In the war years, there was definite prosperity in the area, but the six
counties had to send enormous sums to Britain—well over £100,000,000 from that
small area—as an imperial contribution, thus dispersing the resources out of
which the effects of the slump, already beginning, might have been alleviated.
Situated as it is, without free access to its natural markets in Ireland, the par-
titioned area cannot, if the past is any indication, expect prosperity, even in
normal times. Because the minority is permanently persecuted in an effort to
compel them to accept a permanently inferior position and acquiesce in their
separation from their own fellow-countrymen, there are not even the conditions
necessary for internal peace and for that respeect for governmental authority
essential if a community is to be brought through difficult times without diré
hardship.

Social services

It is said that, if the 6 counties did rejoin the 26, the standard of living of the
average 6-county citizen would be reduced. But there is never any proof brought
forward to support this contention. There was far more poverty in the 6 counties
in the 17 interwar years, 1923-39, than there was in the 26, and had the 6 counties
come into free Ireland before the war, it is free Ireland that must have suffered
economically. During and since the war, the British social services have been
extended or promised to the six counties, and it is said that, if the six counties
were merged in the rest of Ireland now, those social service benefits would be
reduced. That is true only superficially. Benefits in the northeast are better
in certain social services than in the rest of Ireland.’® In others, they are nof,
and the 26 counties spend generally far more on social services in proprotion to
the state revenues than is spent in the northeast. And it must never be forgotten
that these services are mainly for providing benefits to relieve unemployment
and its consequences of sickness and poverty. A healthy economy is the real

13 If some of the social service benefits are high in the six counties so is their cost to the individual citizen.
In taxes the average family of five paid in 1945: in the six counties, £202, and in free Ireland, £58. The
difference (£114) was far more than the difference in social service benefits.
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guaranty of individual well-being, not the value of services designed to relieve
distress. Such a healthy economy for all Ireland could well be the outcome of
reunion and could itself provide the economie basis upon which social services
might be brought to any standard that necessity might demand. It is, however,
certain that no social services could compensate the six counties for the wide-
spread unemployment and economiec depression in which partition expressed itself
in the interwar years and looks likely to express itself in the peace period just
beginning.

The strategic aspect

Finally, it is said by those opposed to the ending of partition that, were Ireland
reunited, Britain could not expect the substantial strategic advantages which were
provided by the presence of British naval and military forces in the six-county
area during the war. That simply begs the wholewhole question. If partition
had been ended before the war broke out, there might have been an entirely new
situation. Ireland as an island ean be most successfully defended as a unit. As
lately as May, 1946, the organ of the pro-British minority in Dublin published a
series of articles on Ireland’s defense, in which the following oceurs:

““At the present day, the old historical injastices which have so often adversely
affected the relationships between the British and ourselves have largely lost their
force. What does persist is the running sore of partition. Primarily a political
question, partition, nevertheless, has its importance on the military side. The
defence of such a small island as this must, for effectiveness, be unified. It is not
only ridiculous, but also extremely dangerous, for an artificial frontier to split
what is essentially a strategic unit. Partition not only endangers the goodwill
which should exist between Britain and Ireland, but threatens also the safety of
Britain,” (Irish Times, May 1, 1946).

During the war, Britain herself recognized the danger of partition, and in many
of her war measures, conceived all Ireland as a unit. A reunited Ireland would
have been so obviously better able to defend itself against aggression, a free Ire-
land so obviously ready to accept from Britain all the aid she needed if her own
strength were overtaxed, that no aggressor would have sought to attack Ireland,
which would then be, as the free part of Ireland partly was, a shield to Britain’s
flank. Out of that fact alone, Britain would have gained almost all she enjoyed
from the occupation of the six counties with the immeasurably greater advantages
which just dealing with Ireland would have brought her throughout the world.
An Ireland with her recognized freedom to defend, an Ireland whose rights are
fully respected by Britain will always be more concerned than any other nation
with her nearest neighbor’s safety and well-being. That concern, in the long
run, is a far more important element in Britain’s strength in time of war, as is
now being recognized with regard to Egypt and India,"* than any supposed ad-
vantages of an occupation which embitters against her a far-flung race and mini-
mizes grievously her reputation for just dealing, impugns her sincerity and con-
sequently restricts fatally her influence for good in world affairs.

Conelusion

Partition is a wrong that must be righted. Tt has proved itself to be the source
of evil for both parts of Ireland and for Britain herself, and it can with truth be
said that nothing good has ever come out of it for any of the three communities
affected by it. It can be ended without injustice to the Unionist minority in
Ireland; indeed, its undoing may well prove to be the beginning of a new, more
fruitful and more influential life than that minority has ever known. In an un-
partitioned Ireland, the whole nation can cooperate to make the motherland an
example to the world. '

Mr, Scarr. I recognize that in a vastly changed world order, there
may be some Senator, or some Congressman, with but a few Irish in
his constituency, who may say: “Oh well, this is a new strange world
we are living in. Other countries are partitioned. Other countries
are split apart. Why not Ireland?”

H In the British White Paper on India of May, 1946 (Cmd. 6521), partition is emphatieally rejected as a
solution of the Indian minority problem (Moslems are, like the Unionists in Ireland, about 25 percent of the
whole) on the grounds that to set up two states would injure India economically, not solve the minority
problem and make more difiicult the defense of India. It is pari icularly pointed out that those in favor
of partition asked for areas in majority non-Muslim, and that “every argument that ean be used in
favor of Pakistan ean equally in our view be used in favor of the exclusion of non-Muslim areas from
Pakistan.' Comnare Tyroneand Fermanagh, two counties in majority Nationalist, forcibly included in

the partitioned area.
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The easy quick answer, Mr. Chairman, is that the very antiquity
of Ireland has ingrained the fight of the Irish against the invasion of
the English to such an extent that the fight has become an integral
part of worth-while Irish character, and in the very nature of things
that fight can never end until the invader ceases to encroach upon
Irish soil. Until then there can be no permanent peace in the world,
Mr. Chairman, because history shows that in generation after genera-
tion the Irish in Ireland have adopted every legitimate means just
as the American Colonies sought aid from France in the necessarily
bloody battle to win independence.

Ireland’s background, Ireland’s antiquity, merits freedom and
independence, Mr. Chairman.

It is not my purpose to unduly spend any of the time of this honor-
able body, and I suppose that I might, with every fairness, ask this
committee to take judicial notice of the antiquity of the Irish. So,
for the purpese of the record, let me say merely this:

From more than seven centuries before the birth of Christ, the
historians have adduced what they consider as the beginning of
indisputably authentic Irish history.

I quickly carry you over more than nine centuries, during which
law, and learning, and the arts progressed in Ireland. During those
centuries, the land which we now know as England came under the
domination of the Romans. Ireland remained with the Irish. Dur-
ing those centuries the world saw a new light, the Man of Galilee
was born, and lived, and was crucified.

Two hundred and twenty-seven years after the birth of Christ,
there came to the high throne of Ireland, Cormac the son of Art.
Cormac gave us the Psalter of Tara, a compilation, mind you, of the
then previously enacted and functioning laws of Ireland. No wonder
there is pride in the people of Irish blood, Ireland’s sons and daughters
everywhere.

Merely in passing, and because there is a moral and a lesson to be
well drawn from it, may I add that Cormac’s father was the son of
that Irish King known as Conn of the Hundred Battles. Seventeen
centuries later, this battle which we are fichting here today is but
another phase of the age-long battle of the Irish, because so long as a
single foot of Irish soil remains within the possession or control of the
foreign invader, so long will the sons and daughters of Ireland battle
for Ireland throughout every country of the civilized world.

Then, two centuries more, and in A. D. 432 St. Patrick comes to
Ireland. And Ireland took St. Patrick and Christianity to its warm
Irish heart.

I don’t have to tell you the story of that. Just let me remind you
of the one incident: That of the Irish chieftain who was brought to
renounce paganism and to embrace Christianity. St. Patrick
stood before him, face to face, and for freedom of hand the saint
took his spiked crosier and rammed it down into the soft Irish earth.
Then he proceeded with the instructions to the new convert. It was
not until he finished, that looking down he saw the ground covered
with blood, and found that he had rammed his bishop’s crosier right
through the foot of the convert chieftain. That chieftain had never
winced. He had not shown a sign of pain. And when St. Patrick
apologized and asked him why he had not said something, the chiel-
tain merely said that he thought it was part of the ceremony, that the
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suffering was just something to bear, a little token of the price of
being a Christian.

Maybe there is a lesson in that for the troubled new world of today,
Mr. Chairman.

Here we are, preparing to make vast sacrifices of our substance for
a supposedly democratic and largely Christian western Europe,
Mr. Chairman. And we are told to build high hopes upon that
western Europe for our own safety, Mr. Chairman. We are told that
it may keep communism out of America, out of our own United States.

I point this honorable committee back to that chieftain who knew
how to suffer. I point you back to that little land of Ireland where
communism never could show its dirty head. I point you back to
that little island of saints and scholars, which, through all of the early
centuries and down through the Middle Ages, sent the teachings of
Christianity and of democracy to all lands. In spite of her own
sufferings at home, Ireland spread the light, Mr. Chairman, and in
America’s vast new projects of today and tomorrow, whatever form
these projects may finally take, you will find no safer, no braver, no
truer spot than little Ireland. You will neither find communism in
Ireland, nor will you find it among Ireland’s sons and daughters in
our own land, Mr. Chairman.

But by what rule of logic, by what method of reasoning, can it be
held a sensible thing to keep that stronghold of light and of Christian
religion, that European outpost of Christianity and of democracy,
divided against itself? The answer does not lie in logic or in reason,
Mr. Chairman. The answer lies in the stubbornness and in the
cupidity of England. Let us examine it:

England has about the same area as our own State of Illinois. But
she is overpopulated and she is industrially outmoded. Those are
the admissions of her own statesmen and of her own spokesmen.
Her density of population is about 715 to the square mile. Even
according to the estimates of Mr. Churchill, she must move out about
one-third of her population. Probably one-half is nearer to the real
picture.

Ireland has about the same area as out own State of Maine. But
she is underpopulated, and is industrially underdeveloped. Her
population is about 115 to the square mile. Even according to our
own Department of State, the 26 counties of Ireland must be a good
credit risk. The State Department’s report to the Senate committee,
Mr. Chairman, is that in the event of advance of moneys as contem-
plated by the so-called Marshall plan, the advance to the 26 counties
would be by the way of loan, whereas the advance to Britain must
perforce, and obviously, be very largely by way of grant.

May I divert here, to suggest what must be quite apparent to your
learned committee, and that is that no such two classes of money
should ever be disbursed from a common or mingled fund. He who
approaches the banker to seek a loan upon his credit, approaches
that banker with head up, seeking that which he can in honor take
and which he expects to pay back. But, he who approaches a donor
seeking a gift or grant necessarily comes with hand outstretched, and
is in no position to discuss terms. He is a beneficiary. He must
listen to and obey the instructions of the donor.

But little Ireland—again as I say of the size of our State of Maine—
is burdened by England with two governments, two sets of customs,
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an unnatural internal customs border more than 270 miles long; two
sets of police; two sets of armed defense forces; two sets of everything
from the highest to the lowest.

If the 26 counties, so circumstanced, and as just a part of Ireland,
are a worthy credit risk for our taxpayers’ moneys, why would not all
of Ireland—the Irish Nation—under one sensible government of her
people, and with England’s needless waste and squandering eliminated,
be in very fact an excellent credit risk?

Of course, the real answer is that the division of Ireland is England’s
plan, it is the age-old continuance of the policy of divide and conquer.
What was once the Pale of Dublin has now in economic fact become
the Pale of Belfast and of the six agricultural counties which serve
that industral city.

And, of course, the implements by which England maintains the
division are subsidy and gerrymander. Again, I refer you to David
O’Neill’s pamphlet. Or, if you need some more figures, I refer you
to Cahir Healy’s Mutilation of a Nation.

It is true that the gerrymander may be a problem for the Irish in
Ireland to handle; but the subsidy is certainly not a thing for us to
grant, Mr. Chairman.

Whence come the moneys which the Executive asks you to vote,
Mr. Chairman? Answer: From the taxpayers. Well, taxpayers are
before you, Mr. Chairman.

Speaking in the representative capacity in which I appear here
today, it would be obviously improper for me to express either ad-
vocacy of or opposition to the projected legislation which lies before
your committee. Each citizen is entitled to his or her own opinion
upon the merits or the demerits of the so-called Marshall plan.

But upon one thing I do speak with all the emphasis that is at my
command—and I bring to you all of the steadfast earnestness of the
multitude of voters who have sent me to appear before you.

I speak, and I protest, and we shall continue to speak and we shall
continue to protest from henceforward—against the sending of la
single dollar of American taxpayers’ money to Britain while the
Government at 10 Downing Street persists in the insane division of
Ireland. Tt is beyond successful dispute that England is financing
the partition of Ireland with American money. American citizens of
Irish blood who are worth their salt are burning with hot indignation
over this. Mr. Chairman.

As members of this honorable committee know, this Irish question
is no new thing in Washington. But the difference is that it is no
longer truly an Irish question. It is an English question.

The Irish in Ireland have demonstrated superb abilities in troubled
times to govern themselves.

Our Irish citizenry in the United States have given us of their valor
and of their zeal, in peacetime and in wartime, since the foundation of
this, our Republic, Mr. Chairman.

In the form and manner provided in the Constitution of the United
States they are now bringing their protest to Washington. They
have the right to be heard.

They say that England instituted the partition of Ireland under
impelling threat of superior force. This is a fact of history, Mr.
Chairman. Lloyd George admitted it, and gloried in the fact.
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During the period of actual hostilities, and during the first step of
reconstruction, our Irish voters have preserved an admirable attitude
even when vast sums were being sent to England apparently to be
very largely squandered.

But now, Mr. Chairman, what future moneys are to go, if any, are
to go avowedly for constructive, and allegedly for American protective,
purposes.

If this be so—there should be no waste. We assert that England’s
subsidy of Irish partition i1s unadulterated waste. We assert that it
is both economic waste and military waste. Obviously a divided
Ireland is less effective as a warm friend of the United States of
America than would be a united Ireland.

1f we are correct in saying that there should be no waste, then it
follows that there should be no palpable violation of the democratic
principles for which we assert that we are building. England’s vio-
lation of democratic principles in the six counties of Ireland is open,
1s adverse and is notorious.

If there should be no waste, there should be no weakening of the
geographic and national units which might be expected to be a source
of sound defense in the event of armed struggle between conflicting
ideologies. England’s interference in Ireland is a continuing cause
of such weakening. It should not be permitted even to continue;
much less should it be financed by the United States of America.

In the United States of America, we give much weight to free
elections, Mr. Chairman. I call to your attention the fact that a
free election was held yesterday in the 26 counties. But each of the
conflicting political parties is in complete agreement with its oppo-
nents upon one thing, Mr. Chairman—partition of Ireland must end.
That is a major plant in each political platform in Ireland.

Should question arise as to the propriety of what I am today dis-
cussing before your honorable committee, and of your action upon it,
I call to your committee’s attention the fact that this question of
propriety was thrashed out before the Committee on Foreign Affairs
of the House of Representatives at the third session of the Sixty-fifth
Congress almost 30 years ago. I refer to the record of the hearings
on House Joint Resolution 357, December 12 and 13, 1918. As a
result, that question was affirmatively determined, and the decision
was in favor of Ireland’s cause. Likewise in the Senate before the
Committee on Foreign Relations, Sixty-sixth Congress, first session.
The Senate went on record 60 to 1 in favor of Ireland’s cause.

Not until by the valor of Ireland’s sons, and by the force of public
opinion throughout the civilized world was England driven to it, or
did England seriously approach the problem of her withdrawal from
Ireland. Then, 27 years ago she devised the accursed plan of parti-
tion, and drove the 26 counties into a bloody civil war.

Today, Ireland as Ireland is confronted by the enforced secession
of 6 counties out of 32. It is the same kind of secession that had to be
settled by our own Civil War—but with this added insult: England is
actually subsidizing, directly and unashamedly, the entities which
constitute the six seceding units in Ireland.

Upon behalf of my people I protest. I say that the United States
of America cannot afford to subscribe to such an iniquitous outrage
upon human liberty. That is my case, in the merest outline, Mr.
Chairman.
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May I thank the chairman and the committee for the time and the
courtesy extended to me upon this hearing, and may I offer, upon
behalf of my colleagues and myself, to furnish any other facts, data,
historical or other matter for the record which may be required by
the committee or by its chairman.

If I may, I would like the privilege of extending my remarks in the
record.

Thank you very much.

Acting Chairman JacksoN. Thank you, Mr. Scott. I am sure,
without reference to the merits or demerits of your case, that you have
certainly stated your contention forcefully and well.

As 1s generally the custom of the committee, we will ask the mem-
bers if they have any questions to ask of you.

Mr. Jonkman. I have no questions.

Acting Chairman Jackson. Mr. Richards? .

Mr. Ricaarps. I have no questions.

Acting Chairman Jackson. Mr. Judd?

Mr. Jupp. I have no questions.

Acting Chairman Jackson. Mr. Javits?

Mr. Javirs. I have no questions, Mr. Chairman, except to observe
that I was in Dublin only last October and visited the Prime Minister,
Mr. De Valera, and a number of his ministers and 1 feel that the wit-
ness before us is in the true Irish tradition of ruggedness and conviction.

Mr. Scorr. Thank you very much.

Acting Chairman JacksoN. Mr. Gordon?

Mr. Gorpon. No questions.

Acting Chairman Jackson. Mr. Lodge?

Mr. LopGe. Mr. Chairman, I would like to say that we in the com-
mittee are very pleased not only to have you before us, but we are
very pleased to have your Congressman sitting beside you as tem-
porary chairman of the committee. I am one of the many who think
that he is doing a particularly fine job down here.

Mzr. Scorr. I am glad to hear that, sir.

Mr. LonGe. I know that what you have submitted to us will receive
every consideration by the committee.

Mr. Scorr. Thank you, sir.

Acting Chairman Jackson. The temporary chairman also thanks
you.

Mr. Mansfield?

Mr. MansFieLp. Mr. Scott, I want to compliment you on the fine
presentation you have made here for the case of Ireland. It is a
question that has been shouting for justice for a good many decades,
and those of us of Irish descent are well aware of the problem and we
hope that something can be done by means of which this unholy and
unfair partition of Ireland can be overcome and Eire be once again a
united nation.

You mentioned some Irishmen, among them Mitchel, who fought
for the South, Duffy, who became Prime Minister of Australia, and
Meagher, who was a general in the Union Army. But speaking from
a personal point of view, you forgot to add to your dissertation on
General Meagher and point out to this committee a fact which I think
should be well known, and that is that he was the Governor of the
Montana territory.

Mr. Scorr. That is right, sir. I forgot to tell you that.
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Mr. MansFieLp. And a good Governor.

Mr. Scorr. That is right.

Mr. MansFieLp. Now, what has been done in the period since the
end of the first war on the part of the Congress of the United States
to help in whatever way it could in bringing about the uniting of
both Ulster and Eire? Do you recall what actions have been taken
by the Congress in that respect?

Mr. Scorr. I cannot say it was done officially. The resolutions
were adopted by the House sometime ago in 1918.

Mr. MansFieLp. Yes, I understand that there was some action
taken in the period following the First World War, but no action has
been taken since that time.

Of course we have seen a relatively great Ireland come into being,
without much in the way of economic sustenance to back it up.
But we do have this perennial question of this division between the
north and the south. My next question is this:

On the basis of what evidence you have, would you say that the
people of Ulster would, if a vote were taken, show their desireto
become a part of Eire?

Mr. Scorr. Well, if it was a fair plebiscite I think yes, but I would
not want it to be handled by Downing Street, London.

Mr. MansrieLp. I appreciate your viewpoint. I asked you if
you had any information which would back up a statement, or a sug-
gestion of that sort.

Mr. Scorr. I think that a good number of these people are there
who have not this religious taint, this fanatical bigotry, which was
eliminated from this county, largely, years ago. Those people who
were not Catholics because it was economically impractical for them
are included. We think it was a plebiscite even in Ulster. We resent
that phrase, because a good portion of Ulster, you see, is still in the
Ireland area. They only took a part, the six counties.

In other words, they cut off a portion of Ulster in which they
thought they would have enough to dominate the entire program.

Mr. Maxsrienp. This is not a matter of religion, is it?

Mr. Scorr. Not at all. I am glad you raised that question. When
this Dublin governor search became organized, Dr. Douglas Hine, a
Presbyterian, who was born and lived to become an old man, 80 years
of age, was President of Ireland. He was president of that part of
Ireland which is 94 percent Catholic.

That will give you the best idea of whether there is religious bigotry.
There is religious bigotry in this corner of Ireland, but not in the other
part.

My father was a Scotch Presbyterian. But of course my mother
handled him. There were not two sides to the Irish question in my
house.

There is a little booklet here which is a very distinet and compre-
hensive review of the whole question in the partition of Ireland. It
would do you gentleman a lot of good and enlighten your minds and
lift your hearts up to see the facts in the folly of this thing, and you
will get some idea why we resent and distrust Downing Street and why
I want to see Will Rogers rise from his grave and thank God there 1s
another generation in America. ‘

Mr. MangrieLp. What I was getting at is the fact that the real
basis for the unification of all Ireland would lie in the fact that it would
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be a really good economic unit, and would bring a great deal of satis-
faction to all Irishmen all over the world.

Mr. Scorr. That is right.

Mr. MaNsrFIELD. There i1s another Irishman waiting to ask some
questions, so for the time being I will desist.

Acting Chairman JacksoN. There are some more roots here from
the “Auld Sod.” Mr. Maloney.

Mr. MavoNEY. I regret very much that I was not present at the
early part of your statement. If that was as vigorous as the latter
part,*I certainly missed a great deal. I make the observation, how-
ever, that possibly you have gotten a trace of your mother.

Mr. Scorr. That is right.

Mr. MavronEY. And I do not want to ask any further questions.
Thank you.

Mr. Scorr. Thank you, sir.

Acting Chairman JacksonN. If there are no further questions, on
behalf of the committee, I would like to thank you, Mr. Scott, for
your contribution to the hearings and I assume you want your other
remarks incorporated?

Mr. Scorr. I think it would be worth your while to read this. I
would like to extend the remarks. You have a lot of reading to do.
I do not envy your job.

My friend, Hiram Johnson, wanted me to come back to the Senate,
but with seven children, I could not afford to be a senator and try to
raise a family.

Acting Chairman JacksoN. Thank you very much.

STATEMENT OF JOHN M. COSTELLO, WASHINGTON, D. C.

Mr. CosteELrLo. On behalf of the American League for a Unified
Ireland, I want to express my appreciation to the committee for the
time you have extended to them, and I would like to ask permission
for one or two others who are present to make brief statements,
possibly 2 or 3 minutes each, and then extend their remarks subse-
quently in your record, if that may be done.

We have present here a former Congressman, Martin L. Sweeney,
from Ohio.

STATEMENT OF HON. MARTIN L. SWEENEY, A FORMER REPRE-
SENTATIVE IN CONGRESS, FROM THE STATE OF OHIO

Mr. SweeNEY. Mr. Chairman and members of the committee.
For the record, my name is Martin L. Sweeney. I am a former
Congressman from Ohio.

With several other individuals, we appear before your committee
as a result of a mandate from an “Irish race convention’” held in
New York City November 22 and 23, 1947. This convention of
over 2,000 delegates from 38 States of the Union met to protest the
continuation of a partitioned Ireland. The call for this convention
was issued by the Hon. Michael Donohoe of Philadelphia, a former
Member of Congress from Pennsylvania. Practically every Irish-
American organization in the United States responded to that call
and sent delegates to the assembly as a result of the deliberation of
the convention.
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The American League for an Undivided Ireland, Inc., was organ-
ized. The president of this league is the Hon. Joseph Scott, the
distinguished attorney from the State of California, and the gentleman
who has just so eloquently addressed your committee.

The brochure you have before you briefly explains how the partition
of Ireland was accomplished in 1920 by a “shot-gun treaty’ which
brought into existence two distinct forms of a national government
in a country geographically the size of the State of Ohio. The free
state government of 26 counties in Ireland functions with its Parlia-
ment in Dublin. The British-controlled government of six counties
located in northeastern Ireland functions with its Parliament in
Belfast. This “Belfast government’’ has been, since 1920, a source
of irritation to the civilized world. By a clever system of gerry-
mander, the Catholic minority in the six-county area is denied equal
representation in the national and local administration of their gov-
ernment. Religious bigotry is rampant in this section of Ireland.
Discrimination and the denial of civil liberties to large segments of
the population is notorious for its boldness.

Four hundred and twenty-five thousand Catholics in the six-county
area pay 33% percent of the costs of government in that area without
fair representation and only 4 percent are allowed to participate in the
administration of government affairs. In peacetime, during the past
27 years, as many as 60,000 British soldiers have been quartered in
the Belfast sector. During a period of unusual prosperity, this six-
county government has sent across the Irish Sea as much as £100,000
to the British Crown. Today the Belfast Parliament depends upon
ill)lsid(iles from the British Empire to maintain its bridgehead in

eland.

We present these facts to you members of the Foreign Affairs Com-
mittee of the House of Representatives as you study the so-called
Marshall plan now under consideration by your committee. To say
that the British Empire is defunct would be an understatement. Our
recent loan of 3,500,000,000 of American dollars to great Britain con-
firms the fact.

The present Premier of the Ulster Parliament, Sir Basil Brook, in a
budgetary request to the British Crown states the need of $40,000,000—
some reports say as high an amount as $200,000,000—to maintain a
bridgehead for the British Government in Ireland. Let’s be frank
about the situation. It is expected that in the allocation of grants
or loans under the Marshall plan, approximately 60 percent will go
to the British Empire. The Empire, in turn, will siphon from the
funds furnished by the American taxpayers sufficient moneys to meet
the budgetary request of Premier Basil Brook. Because we believe
this will happen we are here, Mr. Chairman and members of the com-
mittee, as American taxpayers to strenouusly protest against a grant
or loan to Great Britain. Not one red cent should go to Great Britain
as long as she continues to play the role of usurper and denies to the
people of Ireland the God-given right to the unity the great majority
of that ancient land desire.

The British Empire has released its strangle hold on India. Tt is
currently getting out of Palestine. It should be told by Uncle Sam
to get out of Ireland before we even consider her an applicant for more
American dollars.
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Thirty million Irish-Americans are watching the action of your
committee and the Congress. We understand these are troublesome
days for not only our beloved Republic but the entire world. As
Christians who believe in the corporal works of mercy, we are in
accord with a policy consistent with our own safety and our own
needs in feeding the hungry, in clothing the naked, and in giving
shelter to the homeless.

After two world wars in which we lavishly gave of our young blood
and our treasure in an effort to make the world safe for democmcv, it
would be repugnant, to say the least, if we at this late date directly
or indirectly lend our financial support to frustrate the legitimate
aspirations of the Irish people to be free of alien (lommqtlon in one
section of their country.

You homd our distinguished president; Mr. Joseph Scott, quote
Will Rogers’ famoucs statement: ‘“We never lost a war, but we never
won a conference.” Along with scores of Members of Congress
during my public career, Ifroquentlv quoted our late beloved American
humorist.

We have been a cat’s-paw for the British Empire long enough.
Twice in a quarter of a century we have pulled her chestnuts from
the fire and saved her as a world power. The previous speaker, T am
sure, expressed the fvolmgs of most Americans when he said with
reference to the “oimme”” attitude of our British diplomats afto
hostilities are over, “The buzzards always take us to the cleaners.”

Mr. Chairman, if we seem somewhat emotional in our appeal, I am
sure you and your committee will sympathize with us. The long
qtmo‘glo of Ireland through several centuries to be free frbm British
rule is known to every qclmolbm

On last Monday, February 2, I appeared before the Foreign Rela-
tions Committee of the Senate. T recalled to the committee that 84
years ago my father, a young Irish lad, landed in New York; driven
from his native land because of the unjust, cruel, and vicious social,
political, and economic hardships imposed upon him and his kind bv
an alien government. Millions of other men, women, and children
left Treland for the same reasons. They found rmvlum in this great
new land. They became the hewers of wood and the drawers of water.
They thanked God for the blessings »f America. They became loyal
subjects. In every military crisis in its history, no raee has ever
surpassed or equaled the contribution of the Irish to the preservation
of the United States of America.

I observe, with pride, the presence before your committee today
the Honorable Michael A. Feighan, my successor in Congress from
the Twentieth Ohio District. His paternal and maternal erand-
parents, like my father, were born in Ireland. They came to the
United States for the same reasons. Their love of Ireland is second
only to their love and devotion to the United States

Our organization extends thanks to Congressman Feighan for his
presence and his contribution to this committee.

In conclusion, Mr. Chairman, may I state that negotiations under
way in Ireland to abolish partition are sponsored by Catholic and
Protestant -alike. The struggle for a unified national independence
is not a religious one. It is a political struggle, led as it has been in
the past in most cases by men of the Protestant faith. When and how
partition in Ireland is abolished is a problem solely for the Irish people
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themselves. If this Congress gives any American dollars—grant a
loan to Great Britain to delay the struggle, it will, in my opinion, be
an indignity to the Irish-Americans of the United States and an
affront to the American taxpayers.

Mr. Chairman, the national president of the Ancient Order of
Hibernians, founded in 1836, by Mr. Michael A. McGrath of Cleve-
land, Ohio, 1s unavoidably detained from appearing today before your
committee. I respectfully ask that he be permitted to make a state-
ment for the record. |

My personal thanks to you, Mr. Chairman, and your committee for
the reception and attention you accorded our organization here today.

Acting Chairman Jackson. Thank you very much, Mr. Sweeney.

I should point out, I think, before we have a minor revolution here
im the committee that the distinguished gentieman, Mr. Lodge, is
from Connecticut. That branch of the Lodge family immigrated
from Massachusetts. ]

Mr. Lopce. May I say, however, that I am very sensible to your
reference and Mr. Scott’s reference to Boston, Mass., because I am
originally from there and having had a great deal of contact all my
life with Americans of Irish descent I have every reason to have not
only a high regard but a warm feeling for them.

Mr. Scorr. Thank you very much.

Mr. CosteLLo. I would like to call for a werd from James Cummins
who comes from San Francisco and is representing the United Societies
of San Francisco, Calif.

STATEMENT OF JAMES CUMMINS, REPRESENTING THE UNITED
SOCIETIES OF SAN FRANCISCO, CALIF.

Mr. CumMmins. I am James Cummins, representing some 52 Irish
societies in California. 1 don’t have much to add to the remarks of
Mr. Scott or Mr. Sweeney, but I would like merely to repeat that we
are particularly interested in this plan that is coming up today.

Our people, we feel, have contributed much to the history and
background of this great country, and as taxpayers we feel as though
the time has come when we may no longer make a contribution to
maintain the border that has been the cause of much bloodshed in
the old country.

I do not know that there is anything further.

Mr. CosteLro. Thank you very much.

Acting Chairman Jackson. Thank you, sir. ;

Mr. Costenro. The next person we would like to present is Mr.
James J. Comerford from New York, president of the United Irish
Counties Association of New York, Inc.

Acting Chairman Jacxson. Mr. Comerford.

STATEMENT OF JAMES J. COMERFORD, PRESIDENT, UNITED
IRISH COUNTIES ASSOCIATION OF NEW YORK, INC., NEW
YORK CITY, N. Y.

Mr. Comerrorp. Mr. Chairman, I am a resident of New York City
and have been for 24 vears. I am president of the United Irish Coun-
ties Association of New York, Inc., an organization composed of 32
fraternal organizations, with a paid-up membership of 70,000 mem-
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bers in New York, and having an additional associate membership of
93,000, all of whom are citizens and taxpayers in the State of New
York.

Their term of citizenship ranges from 20 years or more, for the
majority, and all of them are citizens for at least 10 years.

I personally protest vigorously against any money being given by
the United States to Britain, who in turn will give that money to sub-
sidize the government in northeast Ireland, which is not a government
elected by the majority of the voters in Ireland.

This is my basis for so doing: I selected this country to live in
voluntarily. I have great admiration for this country. I am a close
student of American history. I graduated from two universities in
this country, and hold degrees from them. Therefore, I present my
point from the American point of view. .

I believe in the democracy of the United States and in the great
principles that it always has held out; and in so doing, I refer to the
people of Ireland, where a general election was held in 1918 for 32
counties, in which 80 percent of the people voted for one government.
In 1920, 82 percent voted also for one government. I have in mind
the entire map of Ireland as one entity; but here despite the registered
voters’ choice in a free general election under the legal law of the land
that country has been cut apart and in two, under two governments,
now.

That is not democracy in accordance with the will of the people
that we know in the United States. Therefore we are against that,
because I cannot say as an American myself today that when we
speak about democracy and how it is exercised in other parts of the
world that we have shown good faith when we let that condition
exist in Ireland, where people showed by their will that they wanted
one government in Ireland, not two.

In addition it is not proper to have two governments in Ireland in
order to take care of a small minority with one of them. That is not
our concept of democracy in America—namely, to have one govern-
ment for the majority and another government for the minority.

The majority want one government; but despite this a minority is
allowed to have one government also. In addition, from the point
of view of security, I would say speaking of the American point of
view if that boundary is removed in Ireland, it will be one country
strategically placed and a wonderful asset in the coming times which
are looking not so good at the present time, when the United States
may need that land for its own purposes, for matters of defense; for
Ireland, if it is satisfied with one government of its own representation,
it may be in a better position in the future than in the past during
wartime to be more friendly toward the United States in an energetic
way.

I protest, on behalf of my organization, the United Irish Counties
Association, this money going from American taxpayers to be used
by the government in Belfast to perpetuate the slavery of those
people in those six counties against the will of the majority of the
Irish people. |

Acting Chairman JacksoN. Thank you very much.

Mr. CosteELLo. The next person we would like to present is Mr.
Cornelius F. Neenan, chairman, organization committee, American
League for an Undivided Ireland.
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STATEMENT OF CORNELIUS F. NEENAN, CHAIRMAN, ORGAN-
IZATION COMMITTEE, AMERICAN LEAGUE FOR - AN UN-
DIVIDED IRELAND, NEW YORK CITY, N. Y.

Acting Chairman JacksoN. We will be glad to hear from you,
Mr. Neenan.

Mr. NEenNaAN. I am a resident of New York City, an American
citizen and taxpayer, and chairman of the organization committee of
the American League for an Undivided Ireland. T wish to make my
protest along with those other gentlemen who have appeared before
your honorable committee.

The partition of Ireland was perpetrated by the British Government
through an act of the British Parliament in 1920. At that time I
was & member of the Irish Republican Army fighting against the Black
and Tans in Ireland for an independent and united Ireland. No
Irish member of Parliament either Union or Nationalist, from north
or south, voted for that act which divided the Irish nation. It was
another milestone in England’s century-old policy to divide and
conquer Ireland.

Gentlemen of the committee, England is primarily responsible for
this unnatural division of the Irish Nation and the British Government
continues to subsidize and support it. That brings us to the question
of grants and loans to Britain under the European recovery program
which is before you for consideration.

With my colleagues who speak for millions of American citizens I
protest against any aid to England that will permit her to perpetuate
the partition of Ireland.

We oppose any grant or loan to Britain—or the consideration of
any grant or loan by our Congress—until Britain clears out of Ireland.
That desirable result can be accomplished if our Government will
make the necessary and appropriate representations to the British
Government. Abolish the partition of Ireland and you will not only
secure the reunification of Ireland but you will help to lay the founda-
tion for a lasting peace in Europe.

Acting Chairman JacksoN. Thank you very much, Mr. Neenan.

Mr. CosteELLo. Next we will hear from Mr. John J. Reilly, di-
rector, Federation of Irish Societies, Philadelphia, Pa.

STATEMENT OF JOHN J. REILLY, DULY ACCREDITED REPRE-
SENTATIVE OF THE FRIENDLY SONS OF SAINT PATRICK AND
THE ANTIPARTITION OF IRELAND LEAGUE OF PENNSYLVANIA,
PHILADELPHIA, PA.

Mr. ReiLry. Gentlemen and Mr. Chairman, my name is John J.
Reilly. I am chairman of the executive committee of the Friendly
Sons of St. Patrick of Philadelphia, and duly accredited representa-
tive of that society. I am the past national president for 14 years,
of the American Association for the Recognition of the Irish Republie.

To add to the opinions of the men who spoke, I would like to point
out that in the years before 1914, as the result of a very strong move-
ment for home rule, the British Parliament passed a home-rule bill
for all of Ireland, but the First World War interrupted that, and it
was not put in operation.
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During the debate on home rule in the House of Commons, one of
the objections made by the opponents of the home-rule bill was that
the n-,Lm(.C; were too small for two governments, one in Lendon and
the other in Dublin. But, because of the emergency and because of
the influence in America in favor of Irish freedom during the years
101820, the British were forced to give Ireland her freedom, and at
that time they cut off the northeastern portion of 1reland so that this
could be used as a future bridgehead. As the gentleman who spoke
before me indicated, not one smgl Irish vote was cast in favor of this
division of Ireland.

I would like to call the attention of the committee to the fact that
the United States Government, and rightly so, is doing a lot of educa-
tional work, a lot of foreign broadcasting, to encourage democracy in
the other parts of the world. We do not need to do any encouraging
of the people in Ireland, north or south, in this respect. They ear-
nestly desire to have a democratic state, but they cannot have it.
They want a democracy. There was no need for us to impose that
type of government on the Irish people. It is their own selection as
was indicated before it was withheld by force from them. Imitation
is the best form of flattery. The Irish people are imitating us. Their
constitution, which was accepted in 1937, is a duplicate of our Consti-
tution but brought up to date, if you will.

Mr. Chairman, those are the remarks I would like to add to those
of the gentlemen who preceded me.

Mr. CosteLLo. Next we would like to call Mr. MecNelis of the
Federation of Irish Societies in Philadelphia.

Acting Chairman Jackson. Mr. MeNelis?

STATEMENT OF PATRICK J. M’'’NELIS, PRESIDENT, FEDERA-
TION OF IRISH SOCIETIES, PHILADELPHIA, PA,

Mr. McNEeLis. Thank you, Mr. Chairman.

Mr. Chairman and gentlemen of the committee, my name is
Patrick J. McNelis. 1 am president of the Pennsvlvania Federation
of American Societies for Irish Independence, 1v[)u-vnlmﬂ' 22 organ-
izations with an aggregate membership in excess of 50,000. [ wish
to express my appreciation for the courtesy extended in per mitting
me to appear before your honored committee.. Mr. Chairman, as
American citizens, we are deeply nnpu\mul with the great need for
the program you are (()11-»1(1("111@. but as 1(1\1).1\.* s we are much
concerned as to how the vast sums of money required for the operation
of this plan are to be allocated and how they are to be used. It is
but natural that after fighting the n;ml( st and costliest war in history
to preserve our concepts of the democratic w.w of life, we should
carcfully scrutinize the recipients of our aid to see that no part of
these funds is to be used to establish, sustain or perpetuate any insti-
tution or form of government repugnant to our ideals and against
which we did battle. It is a matier of record that in 1920, without
the vote of any lrishman, Nationalist or Unionist, the Government of
Ireland Act was adopted by the British Parliament, and with the aid
of the British military, a Fascist state was set up i northeastern
Ireland. It is a matter of record that military law was set up in this
statelet in less than 6 months after its establishment and continues
to the present. It is a matter of record that just a few months ago
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the British Parliamient passed a bill extending and implementing Lht,
Special Powers Act of 1922 that provides for this military law. and
“hxu} has since been incorporated mto lh(‘ framework of that Gov-
a policed state. It 1s a
matt(-r of J“mrd tlmi just recently hn B.m. Brooke, Premier of the
Northern Ireland Government admitted that Great Britain subsidizes
that state to the amount of $40,000,000 annually.

We have it on good authorltv this figure is a,cbuallv closer to $200,-
000,000. Itis therefore quite evident that in supporting and sustain-
ing this despotic government Great Britain is spending annually a
vast sum of money that could well be used in bracing her own economy.
In view of these facts, it would seem quite evident that any funds ad-
vanced to Great Britain for aid, would be used in part to maintain the
Gestapo institution known as the Northern Ireland Government. As
taxpaying Americans who will have to foot the bill for this project,
we are interested in seeing that none of these funds is to be used 1n such
a fashion. We submit that in supporting their puppet government in
northeastern Ireland, Great Britain has disqualified herself from par-
ticipation in the Fulopoml recovery plan, and we demand that before
Britain can be eligible to participate in these benefits, she abandon her
support of this Fascist state by w ithdrawing completely all financial
and military aid to a government whose principles and record are so
repugnant to the American concepts of democracy.

Acting Chairman Jackson. Thank you, Mr. McNelis.

Mr. CosteELLo. I would like to call Ml Robert Clarke.

Mr. CLargE. I have nothing prepared, I yield to the next
gentleman.

Mr. CosteELLo. Would it be all right for those who have appeared
to extend their remarks?

Acting Chairman Jackson. That will be all right.

Mr. CosteLrLo. Mr. Owen B. Hunt, a prominent official of the
State of Pennsylvania.

STATEMENT OF OWEN B. HUNT, PENNSYLVANIA

Mr. Hunt. Mr. Chairman and members of the committee, for the
benefit of the record my name is Owen B. Hunt. I came to the
United States of America as an immigrant in 1913. I served in the
First World War, with the One Hun(lred and Ninth Infantry, Twenty-
eichth Division and participated in six major engagements, from
Chateau Thierry to the Al'gonnc.

I served in Governor Earle's cabinet in the Commonwealth of
Pennsylvania for 4 years, holding the portfolio of insurance com-
missioner, and I have been very zlt'tlvtlv connected with the Irish
movement in Philadelphia and Pennsylvania during the last quarter
of a century.

To add to what has been said by the people who preceded me, I
wish to develop two points. The first is that the present gove rnment
in the north of Ireland is a police state, whole and entire. We hear a
lot of protesting todey against police states. The papers are full of it.
It has been digcussed opunlv in the House of Representatives, and 1n
the Senate of the United States.

That is what our boys died for on the Normandy beachhead, to
break up a police state. Men and women who now live within the con-

George C. Marshall Foundation, Lexington, Virginia




996 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

fines of the northern Ireland government have no rights at all. The
writ of habeas corpus does not exist. People can be taken out of
their homes at any hour of the day or night and thrown into prison
with no charges of any kind preferred against them, and kept there
indefinitely.

That is the basis of a police state.

Therefore, we protest sending money from the United States of
America, taxpayers’ money, to support such an institution.

The second point I wish to make is in answer to a question that was
raised by Congressman Mansfield, as to what the vote might be in
the north of Ireland today.

I am very closely connected with this problem. I have been a
student of it for a long time. I believe that if a plebiscite were given
to the people who reside within the six counties in the north of Ireland,
as to whether or not they would wish to leave their present status
and come into the Dublin government, the British could only be
reasonably sure of carrying two counties, possibly Antrim and
Downs.

To prove this contention to your satisfaction, the British Govern-
ment, within the last 20 years have gerrymandered throughout the
north of Ireland, and representatives acting as the agents of the
British district, have gerrymandered the districts at least three times.

If they weren’t afraid of the residents in the north of Ireland
voting themselves into the Dublin Government, why should they
gerrymander the districts within the six counties?

I believe if the people were given a free vote in the north of Ireland,
they would, by an overwhelming majority vote themselves into the
Dublin Government.

Mr. MansFieLp. What the gentleman has just said exercises the
point that I was trying to make, that a majority of the people in
Northern Ireland, would, if given the opportunity, join with Eire.

Mr. Hunt. Definitely. They are so much afraid of it that they
have to continually gerrymander districts in order to maintain a vote
favorable to themselves.

Mr. Ricaarps. Why do not the people in those counties go ahead
and have a plebiscite of their own?

Mr. Hunt. How can people have a vote in a police state?

Mr. Ricaarps. They could go ahead and set up an organization
and vote, could they not?

Mr. Hunt. They must do that by force, and that we do not advo-
cate at all. They can only give free expression to their will in this
direction by physical force. That is not good, because as one of the
witnesses that preceded me has said, there are approximately 60,000
British troops there. In addition to that, they are not satisfied with
the British troops. They have what they call B specialists. They
are organized thugs.

They go around in civilian clothes, and are fully armed, walking
into anybody’s house at any time of day or night, without any law
or written order, to take the people out. They are not satisfied with
doing that. They definitely discriminate against the families where
they take a man prisoner and throw him in jail. They will prevent
the family from either getting relief or employment.

Now, I happen to be very active in the Green Cross. That institu-
tion was organized to raise money to take care of and to keep the
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bodies and souls of the families together where one member of the
family is in prison, not awaiting trial, but they are without any charges
of any kind preferred against them in jail, because the police authorities
did not like the color of his eyes and hair, or something else.

Mr. RicEArps. Do they have freedom of speech and freedom of
assembly?

Mr. Hunt. Oh, no. They have none of that. If they criticize a
public official they are thrown into prison without any charges pre-
ferred against them.

Mr. Ricaarps. There is no opposition?

Mr. Hunt. The writ of habeas corpus does not apply. Once a
man is incarcerated in prison, he stays there.

I want to emphasize that where the writ of habeas corpus does not
run, then you have a police state—complete, whole, and entire.

We have pleaded with them time and again. They sometimes let
those fellows out of jail. They do not keep them in there indefinitely,
but the last report we had on it through the Green Cross, which is
headed by the Bishop of Down and Connor, and he dispenses the
money himself to the families, or through his direction and I think
there are at the present moment not so many as there were a year ago,
but there are 25 or 30 families now that are definitely involved in
that case through the six counties.

Mr. Ricaarps. The reason I asked that question is that I under-
stood there were opposition newspapers which could say anything they
pleased, as we do in the United States.

Mr. Hunt. The opposition newspapers are negligible. This is
a letter we have received from one of our men over there during the
last 2 weeks. This is the position:

I could give you hundreds of instances of persons being carried off by RUC
as well as the special sectarian B specialists.

I did not see this letter before. One of the men of our committee
first handed it to me.

Without their being informed of the charges against them, such people may
be kept in custody for just as long as the government thinks well. No court is
open to them.

There is no newspaper in charge of the six counties that publishes
anything they might term detrimental to the government. They
would be immediately suppressed. That is ancient history. There
is no question or doubt about that at all. There is no freedom of
speech, no freedom of the press, there is a complete police state.

Acting Chairman Jackson. The chair would like to put one ques-
tion: Is the position of the organizations represented here today that
no funds should be included to England in any case, or that the pro-

ram should be conditioned to prevent any of the funds being utilized
or the purpose of the maintenance of this Irish division?

Mr. Scorr. Will the chairman let me answer that question?

Our position is that we have a difference of opinion in the committee
on the Marshall plan. We simply say to this Committee on Foreign
Affairs, and the Congress of the United States, nevertheless we are a
unit. If there is any program involved by the proposed legislation
here which will divert any money to Belfast, we are opposed to that
legislation.

Mr. Ricaarps. Let me ask you this: Do you come here as a repre-
sentative of the American taxpayers?
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Mr. ScorT. Yes, sir.

Mr. RicHARDS. lou say you do not want any of your money used
in so-called aid to England or Great Britain. What about the rest
of the program? Do you want any money used for that?

Mr. Scorr. That was not our position, that no money should go to
England. We did not say that. We say no money should go to
Encrland if any of it is diverted to Belfast.

That is our position.

Mr. Jonkman. May I ask Mr. Scott one question? These figures
have been changed so much, Mr. Scott, these ficures involved in this
$6,800,000,000, that I am not sure of what was allotted to Ireland.

I think it was something like $196,000,000. That is not so material.
Does that go to Northern Ireland or Southern Treland?

Mr. MansFierp. That just goes to Eire.

Mr. SweeNEY. We understood that as a loan, to be paid back, not
a grant. They could get .that through the World Bank or Export-
Import Bank. Asa matter of fact, this is a matter of record. They
did not knock at the door of the Paris Conference.

Mr. MansrFieLp. They came to the Paris Conference freely, and
as I understand it any money from Eire, as distinct from the six
northern counties would be received from the International Bank or
this country and would be in the form of a loan, repaid over a number
of years.

Mr. MavoNeY. Do you say that that could come from the Inter-
national Bank?

Mr. Sweeney. I think the World Bank or Export Import Bank,
if they want to make a loan there. They never defaulted on their
credit.

Mr. Mavongey. Is that so, or not?

Mr. Ricrarps. If it came from the World Bank, it would not be
provided 1p this legislation.

Mr. MansrieLD. As far as the World Bank is concerned, it is at
the present time in a position to consider loans, but it has not the
funds to grant all the loans taken. So I would say that Ireland or
Eire would be in a position to apply for a loan there, or to be con-
El(leled under the Marshall plan and get a loan from this country

irect

Mr. SweeNEY. They have that alternative. They are not fore-
closed from borrowing from the World Bank or Export Import Bank.

Mr. RicaArps. I would like to ask Mr. Sweeney, and 1 remember
pleasantly our association in the House in recent years, provided none
of the funds proposed here are used to further the purposes of the
Belfast Government, is your group in favor of this legislation?

Mr. SweeNEY. 1 cannot speak for the group, but I can say this,
because of the spirit of the race, being Christians, and Clmst-]owng
people, they believe in the cor poreal works of mercy.

They will feed the hungry and clothe the naked, and beyond that
I cannot state for them. I don’t believe anybody else can. But
they are definite on that one problem, that money should not be
siphoned off to maintain a bridgehead or form a government in a
small state.

Mr. MansrFienp. In other words, Mr. Sweeney, as far as the
I\-I.a.riqhall proposal is concerned, the groups here today have an open
mind.
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Mr. SweeNEY. They are not authorized by this conventlon to take
any stand.

Mr. Hunt. That is right.

Acting Chairman Jackson. Thanlk ¢ you very much, sir,

Mr. CosteLLo. The next witness is Mr. Charles T. I\lf‘(l, president,
Shamrock Club, New York.

Acting Chairman Jackson. We will be glad to hear from you,
Mr. Rice.

Mr. CostELLo. Mr. Rice is the national secretary of the American
League for an Undivided Ireland, and chairman of the Shamrock
Club, New York.

STATEMENT OF CHARLES T. RICE, MEMEER, EXECUTIVE COM-
MITTEE OF AMERICAN LEAGUE FOR AN UNDIVIDED IRELAND;
PRESIDENT, SHAMROCK CLUE, NEW YORK, N, Y.

[r. Rice. Mr. Chairman and gentlemen of the committee, I
desire to make a correction in the characterization of me as national
secretary of the American League for an Undividod Ireland. The
national secretary of that organization is Mr. James MacDermott
of New York Cltv I am a member of the executive committee of
the American Leaque for an Undivided Ireland, and 1 am also the
assistant treasurer of the organization.

I have been a practicing lawyer in New York City for the past 24
years and I am a veteran of World War I, having served in the Three
hundred and twenty-fourth Signal (‘01p°- Battalion of the United
States Army.

Permit me to associate myself in a wholehearted way with the leader-
ship of the American League for an Undivided Ireland, headed by Mr.,
Joseph Scott of Los Angeles and joined bv the members of the Ameri-
can League for an U ndivided Ireland and the representatives of the
other societies who have addressed you this afternoon.

As a member of the organization and of other Irish and American
societies, including my membership in the Shamrock Club of New
York of which I am president and of the executive council of the
American Irish Historical Society of New York, I am happy to endorse
the views that have been put before you by my colleagues today and
to support the factual statements that have been submitted for the
information and 2t uidance of your committee.

We all appreciate the priv ilege and courtesy that the members of
your committee have extended to us in ]nnwnlmu our views on the
important questions now before you. And having regard to your very
heavy calendar of business, particularly on this measure under con-
sideration, I will not take up an extended time.

There are a few points which I should like to (Ill])lld‘wl;’(‘ however,
including some points that have been raised here by ( Congressman
Mansfield of Montana and Congressman Richards of South Carolina.

Permit me to say that Congressman Mansfield has put forward a
very cogent and lmpmt-mt factor in our consideration of this lereat
qumtmn of the partition of Ireland, when he referred to the fe mhlilly
of a plebiscite.

From my knowledge of the situation and following the account of
the political agitation in Ireland on this question I assert that there is
no Irish Nationalist in the south of Ireland and no Irish Nationalist in
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the north of Ireland who is unwilling at any moment tohave a plebi-
scite in the democratic way on this question. I have no doubt that
should a plebiscite be arranged there will be an overwhelming majority
of the people of Ireland in favor of the abolition of partition and the
reunification of the Irish nation.

Regarding the very pertinent references that have been made by
Congressman Richards on the matter of why the people of northern
Ireland do not ask for this plebiscite let me point out that the govern-
ment of the six counties 1s actually a police state. In that area a
great minority of over 400,000 Irishmen have practically been dis-
enfranchised. If they make any protest the gerrymander machine
goes into operation. Since the inception of this government in 1921
there have been no opportunities for the minority party to make its
voice felt or to have a plebiscite or a referendum on anyimportant
question. To all intents and purposes they are disenfranchised and
have no views in public affairs.

In the local administration of any one of the six counties where the
views of the majority of the county council might be adverse to the
program of the government and order is quickly made liquidating
that county council and a commissioner with plenary powers from
the government is sent in to administer the affairs of the county,
making sure to follow the totalitarian policy of the government. This
is only one example of the police powers frequently invoked.

Should a person in opposition to the six-county government policy
show vigorous opposition to that policy he may be arrested forthwith
and as Mr. Hunt, of Philadelphia, has pointed out the writ of habeas
corpus does not run. There is no such thing as trial by jury where
any offense may be labeled a political offense by the government.
The offender is characterized as a political prisoner and may be held
for an interminable length of time without trial.

These are only a few of the items that should be brought to your
attention. Religious and political discrimination by the government
against a great number of its citizens is the order of the day. Gerry-
mandering 1s a favored political weapon of this puppet government.
All these intolerable conditions are not only permitted but actually
encouraged and supported by the British Government. It is clear
that Britain should be called on to terminate her financial support to
the partition of Ireland. It is equally elear that we should not be
called on to hand out any monies to Britain which will help to perpet-
uate the partition of Ireland. We desire that not only the peace of
Ireland but the peace of western Europe is vitally involved in this
situation and that our Government should take immediate steps in
our own interest and in the interest of fair play and the democratic
way of life*to bring about the end of the partition of Ireland. We
are opposed to a grant or loan to Britain until she is compelled to
withdraw her troops from Ireland and thus permit the unification of
Ireland, the establishment of its independence.

I appreciate the time you have extended to us and will ask to be
associated with the privilege you have extended to our committee
generally to submit statements on behalf of other members of the
Irish and American societies of New York who could not be present
this afternoon. I thank you again Mr. Jackson and members of
your committee for your courtesy and kindness.

Acting Chairman Jackson. Thank you very much.
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Mr. CostELLO. I do not like to impose too much upon the gen-
erosity of the committee, but I have Mr. Richard F. Dalton, a member
of the executive committee of the American League for an Undivided
Ireland.

STATEMENT OF RICHARD F. DALTON, MEMBER, EXECUTIVE
COMMITTEE OF THE AMERICAN LEAGUE FOR AN UNDIVIDED
IRELAND, NEW YORK, N. Y.

Mr. Davton, Mr. Chairman, it is just about 30 years ago, short a
few months, since I made my last appearance before a congressional
committee of this type.

I would just like to say I have been a businessman since then.
There has not been a single Friday in all of that 30 years when I have
;lot had to have the pay roll ready for the men and women who work
or me.

Now, I am keenly conscious that over on the left-hand side of each
pay-roll check there is a voucher form which appears and which tells
how much is withheld for Federal taxes.

I do not have to say to you that the workers are finding that
deduction a very considerable burden. But there are deductions
which can be taken cheerfully, and there are other deductions which
cannot be taken cheerfully.

And if a portion of the deduction of the future is to be a deduction
so that Uncle Sam is sending over money to Downing Street, to be
siphoned to Belfast, to make good the deficiency which Sir Basil
Brooke admits; which the London Economist states is a much greater
sum than Sir Basil Brooke states it is; and which we know to be greater
than either of them set forth, then the workers, and I think I have a
richt to speak for some of them after 30 years, the workers are going
to be disgruntled and insulted by that deduction which would send
money over to continue the economic slavery under which a portion
of our people live.

There is one other point. I am keenly conscious of how won-
derful you have been in generosity of time to us. I am grateful.
At that hearing of 30 years ago, the big question which came up was
the propriety of the Congress of the United States acting in a matter
such as we had before it then of the right of the people of Ireland to
gelf-determination. The right of the people to self-determination has
been withheld from them by force and fraud. I use those words
advisedly, and if the committee desires a brief upon it, I will be glad
to submit it in extension of these remarks.

That right of self-determination having been withheld, and the
Congress of the United States having once determined that they could
speak with propriety upon this matter, I say it would be grossly im-
proper for the United States of America to include within the British
moneys, whatever way it may go, grant or gift or loan, or gratuity,
I say it would be grossly improper to send that money over there to
continue undemocratic form of government in a little section of that
land which by every rule of right is entitled to self-determination;
which has self-determined, which published on Easter morning, 1916,
a declaration following our declaration of independence, which set out
that it desired to be in fact a Republic, and which in 1937 adopted a
constitution modeled upon our own. Which country if permitted
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to pursue its destiny would be a bulwark on the shore of western
Europe against that thing—I shan’t bother to mention it—about
which we are all sincerely worrying today.

I close by thanking you very, very kindly, Mr. Chairman, for your
great courtesy.

Acting Chairman JacksonN. Thank you wvery much.

Mz. Javits. Could I ask one question of any one of the witnesses?

I would like to know whether or not this question has been taken up
with the United Nations or whether you people have done anything
to get this question taken up with the United Nations?

Mzr. Davron. I shall say to the Congressman that I would not lift
a finger to send this case before the United Nations because I do not
believe it is a question which should be the subject of arbitration or
of decision by any man, woman, or child, or set of them, outside of
the four shores of Ireland. _

God placed her there in the Atlantic Ocean. The geographic and
national entity was placed there, and such she is bound to be whether
by peaceful means or by bloodshed, as they said in Dublin a week ago
Sunday.

Mr. Javirs. Your group feels if there is a plebiscite in all Ireland
you would be perfectly satisfied with the outcome?

Mr. Davron. We feel that very definitely. I may say too, that
there is a petition on the way to you which will be signed by hundreds
of thousands, and it is asking the United States of America at this
time to exercise sanctions in these negotiations which we are having
with England, so that the justice which is being sought will be brought
about.

Mr. SweeNEY. Does my friend know that Russia has cut the three
states so-called from going into the United Nations by veto power?

Mr. Javits. Yes. I knew that.

Mr. Mansrienp. We have with us today one of our colleagues who
is very much interested in the question of an undivided Ireland. He
has a speech ready, but due to the lateness of the hour, I would like
to ask unanimous consent that the Honorable Michael Feighan, of
Ohio, be allowed to extend his remarks at this time.

Acting Chairman Jackson. Without objection, it is so ordered.

(The information referred to is as follows:)

StateMENT oF HonN. MicHAEL A. FErGHAN, A REPRESENTATIVE IN CONGRESS
FroMm THE STATE OF OHIO

Mr. Chairman and members of the committee, it is gratifying to me to have
this opportunity to appear before the Foreign Affairs Committee of the House.

I urge this committee to give serious consideration to the testimony presented
by the members of the American League for an undivided Ireland. I am certain
that after this committee has studied and investigated the arguments presented,
it will, on the basis of the findings, arrive at a just decision.

Mr. Mavonsy. May I make a suggestion that these gentlemen be
given 5 days to extend their remarks in this record?

Acting Chairman JacksonN. Yes. Without objection, that will be
done.

Mr. Javits. May I say if these gentlemen feel we have been
generous to them, I feel T have learned a great deal about a very
mmportant subject and 1 would like to express my appreciation.

Acting Chairman Jackson. I would like to say, Mr. Scott, and to
the rest of you gentlemen, that your presentation has been most
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thoughtful and has given us all a great deal to think about. Thank
you very much.

Mr. Scorr. Thank you very much.

Acting Chairman Jackson. We will adjourn now until Tuesday
morning.

(The following communications have been submitted for inclusion
in the record:)

STATEMENT OF ForRMER CONGRESSMAN MicHAEL DoONOHOE, oF PHILADELPHIA

When World War I broke out in August 1914, the home rule for Ireland hill
was on the statute book, passed by both houses of Parliament and signed by the
King. Its operation was postponed pending the outcome of the war.

Opposition to home rule had been led by Sir Edward Carson, an Irish barrister,
who had organized a rebel force called the Ulster Volunteers, imported arms from
Germany and fomented a mutiny among some British officers at the Curragh
Camp.

Prime Minister Asquith, author of the bill, induced the Irish Nationalist Party
to agree, in the interest of harmony, to a temporary exclusion of part of Ulster;
his first assurance being that only four of the nine counties would be affected
and that the partition would end within 5 years. .

War on Germany having been declared, John E. Redmond, leader of the Irish
Party did his utmost to have the young men of Ireland join the British forces.
His eloquent voice was heard on platforms all over Ireland calling on the people
to forget the wrongs of the bitter past now that England was fighting for human
rights and particularly for the freedom of small nations. Over 300,000 Irishmen
joined the colors, including a brother of Mr. Redmond, William II. K. Redmond,
a member of Parliament, who was killed in action at Messines Ridge in Belgium,
and Thomas Kettle, a member of Parliament and one of the most gifted men of the
Irish Party, who gave his life in the battle of the Somme.

On the basis of unimpeachable records of World War I over 50,000 Irishmen
lost their lives in the war, not including any of the thousands from the Dominions
of the British Empire, who died in the belief that their sacrifice would mean
full freedom for their old home land.

Praise of Ireland’s noble stand was on every tongue in England. Sir Edward
Grey, the Foreign Secretary, said: “‘Ireland is the one bright spot on the horizon
of Europe and of the world.” Chesterton, moralizing on Ireland’s foregiveness
of the wrongs of past centures: “England is unworthy to kiss the hem of Ireland’s
garment.”

And yet, in the middle of the war, when Ireland, with implicit faith in Mr.
Asquith’s pledge that partition was only a temporary expedient, was thus aiding
ingland in her most desperate hour, the new Prime Minister, Lloyd George,
was secretly betraying the Asquith pledge, as the following letter shows

May 29, 1916.

My Dear Carson: I enclose Greer’s draft proposition. We must make it
clear that at the end of the provisional period Ulster does not, whether she wills
it or not, merge in the rest of Ireland.

Ever sincerely, :
D. Lroyp GEORGE,

“Ever sincerely.” Was there ever a more subtle piece of duplicity, a more
damning example of perfidious statesmanship?

In the face of what has been done in the case of Ireland how can America have
faith in the pledges made by British politicians in times of stress?

John E. Redmond died in March 1918, broken in spirit and utterly disillusioned,
the Irish Party that he led for almost 20 years practically destroyed. Stephen
Gwynn, & member of the party and one of his biographers says: “We had followed
Redmond’s policy and we shared Redmond’s fate. R\'n had done our best to help
the British Government and that Government itself defeated us.” Carson, the
ex-rebel of prewar days, had honor and power and glory thrust upon him. He
was raised to the peerage as Lord Carson and made a member of the Cabinet of
his “Ever sincerely,” D. Lloyd George.

Lloyd George gave as excuse for partition, differences of race and religion.
How much more justification would he have had for setting up a separate parlia-
ment for his native Wales with its predominantly Celtic population and non-
conformist creed, rather than for a minority in a corner of ancient Ireland, whose
boundaries are irrevocably fixed by Nature’s hand?
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StaTEMENT oF THOMAS H. BuckLEY, CHAIRMAN OF THE COMMISSION ON ADMIN-
ISTRATION AND FINANCE OF THE COMMONWEALTH OF MASSACHUSETTS

As chairman of the New England Committee of the American League against
the Partition of Ireland and speaking in behalf of the half million members of the
affiliated New England organizations, it is my sincere belief that the American
taxpayer in which class all of our members may claim membership has a deep
interest in the program of European recovery. We are steadfastly opposed to
the grant of a single dollar raised by American taxation to Great Britain as long
as part of the expense of Great Britain consists in the maintenance of a puppet
government in the northeastern part of Ireland.

It is apart from the traditions of American liberty that any part of any nation
should be dominated against the best interests of all the people of that nation,
In Massachusetts where free government in a democratic form first began with
the signing of the Mayflower compact the Americans of Irish descent protest
vigorously the misuse of American taxpayers’ money for such purpose.

It is needless for me to reiterate the contribution made by the men and women
of Irish ancestry to the welfare of the New England States. We firmly believe
that the maintenance of a forced partition of any part of Ireland defeats the prin-
ciple for which American taxpayers have contributed in two great world wars so
generously of their sons and resources.

STATEMENT oF MicHAEL A. McGrAaTH, NATIONAL PRESIDENT OF THE ANCIENT
OrpER OoF HIBERNIANS AND LADIES AUXILIARY IN AMERICA

Gentlemen, my appearance before your committee is in my capacity as the
national president of the Ancient Order of Hibernians and Ladies Auxiliary in
America.

The Ancient Order of Hibernians was organized in the United States, in June
1836.

It affiliates itself with the American League for an Undivided Ireland, whose
national president is the Honorable Joseph Scott, of California, who speaks be-
fore you for 30,000,000 men and women of Irish blood by virtue of a mandate
from the Irish race convention, held in the city of New York, November 22 and
23, 1947.

We are deeply concerned with the attempt of the British 'Empire to receive a
grant or loan from the United States, under the Marshall plan, that your honor-
able committee now has under consideration.

Our opposition is primarily directed to a proposed allocation of money which
Sir Basil Brooke, Premier of the Ulster Government, who has stated that a mini-
mum sum of $40,000,000 is necessary to carry on the military and some civie
operations, in the northeast six counties of Ireland.

I am certain that your committee, and I believe the people of the United
States, are fully aware of the weakened financial structure of the British Empire.
The implication of this financial weakness was evident in 1946 when the Congress
%f the United States approved a loan of $3,750,000,000 to this same British

mpire.

The thousands of men and women enrolled in the membership of the Ancient
Order of Hibernians and Ladies Auxiliary, vigorously protest as American tax-
payers, the sending of one red cent to the British Empire, for the purpose of main-
taining a bridgehead in ancient Ireland, and to delay if possible, the action of the
large majority of the inhabitants of that ancient country to abolish the artificial
boundary that has existed against all reason since 1920, and was set up by virtue of
a shot-gun treaty, reference to which has been made to your committee.

I am sure that your committee is not unmindful of the millions of Irish nationals
who immigrated to these United States, who assimilated themselves and played
a major part in the establishing of this Republie, and its maintenance down to this
present date.

The magnificent contribution of Irish blood in every war in which our Nation
has been compelled to engage, is not exceeded by any racial group, with all respect
to the splendid contributions made by other groups to preserve our Union. From
the time of the Continental Congress down to the present time, the halls of your
national legislature has resounded to the many tributes paid to the loyalty and
valor of young Irishmen and women to this country of their adoption.
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Whatever emotional appeal myself or the various witnesses register in our op-
position of the British grant or loan, call it what you may, is understandable
from the standpoint of race pride. :

The membership of the organization that I have the honor to represent, are
Americans first. Their fealty has never been in question and it is as faithful and
loyal American citizens and taxpayers, that we are vitally concerned with politi-
cal, social, economiec, and financial welfare of the United States of America.

Men and women of the Irish race everywhere, have always followed the
admonition of the Saviour, to feed the hungry, clothe the naked, and give shelter
to the homeless. We join with you members of the Congress in the extension of
christian charity to all oppressed people everywhere in the world.

This protest that comes from the millions of men and women of Irish lineage
in the United States, is one that I respectfully submit to the Congress of the
United States. It should be heeded. Before any allocation of money under the
Marshall plan to the British Empire, there should be a definite and positive
understanding that the American taxpayers’ money will not be used in any
fashion to thwart or delay the unity that Ireland enjoyed for centuries and
which she seeks now to maintain in fact.

I submit this statement for your consideration.

StaTEMENT OF JAmMEs J. CoMERFORD, MEMBER, AMERICAN LEAGUE FOR AN
UnpiviDED IRELAND

James J. Comerford, a member of the delegation authorized by the American
League for an Undivided Ireland to present the views of that organization at
hearings held before the Foreign Affairs Committee, United States House of
Representatives, states that besides being a member of the above organization
he is president of the United Irish Counties Association of New York, Inc., which
is an organization composed of 32 individual fraternal societies having a collective
paid-up membership of 70,000 members in New York and having an additional
associate membership of 33,000, all of whom are citizens and taxpayers in the
State of New York.

Mr. Comerford, speaking for this organization, states that the members of the
United Irish Counties Association representing a large body of voters and tax-
pavers believe that part of their taxes during the past years of 1946 and 1947 as
well as in previous years has been used to help advance monetary loans to the
Government of Great Britain; and that Britain in turn has used part of this loan
to pay the costs for the upkeep of the armed forces which she maintains in the
six counties—Antrim, Armagh, Derry, Down, Fermanagh, and Tyrone—in
northeast Ireland against the will of the majority of the Irish people; and to pay
the maintenance in the city of Belfast in northeast Ireland a government which
not only is unable to finance itself b# which is known to have never been elected
by the consent or vote of the majority of the Irish people.

As citizens and taxpayers of the United States, the members of the United
Irish Counties believe that as long as Britain occupies northeast Ireland by force
that their tax money, paid by them as American citizens, is being used in north-
east Ireland by the British Government for purposes which are not only contrary
to the principles of American democracy but which are also alien to the very
traditions of American institutions.

The members of the United Irish Counties, many of whom are life-long citizens
of the United States and the remainder with citizenship of over 20 years, have
proven by their individual records to be loyal and useful citizens and firm believers
in the principles and institutions of American democracy. As students of his-
tory, they know that for almost 800 years the Irish people in Ireland have con-
stantly and consistently endeavored to gain their full freedom from the political
domination of Britain; they know that in modern times—1918 and in 1920—the
registered voters of all of Ireland in these two free and legal general elections voted
by a majority of 80 percent for complete independence of Ireland from Britain
and to have one government only—a republican form of government for all 32
counties of Ireland.

Despite these facts as stated in the preceding paragraphs, there is in existence
today as a result of British armed interference in Ireland two governments—one
in Dublin elected by the people of 26 counties and serving them only, because
Britain through force prevents the people of the six other counties from being
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represented or voting for one government for all of Ireland, and another govern-
ment in Belfast to “govern’ the people of the six other counties. Ostensibly this
Belfast government is supposed to be the government of the six counties men-
tioned, but in reality it is only a puppet government designed as an instrument by
Britain to prevent the people of all of Ireland to earry out their expressed wish
for only one government for all of Ireland. )

The members of the United Irish Counties believe that the concept of demoe-
racy cannot be strained to this extent; namely:

(1) To have two governments now in Ireland despite the fact that 80 percent
of all the voters want only one government for all of Ireland.

(2) To have a puppet government in Belfast financed to a great extent by
money contributed by American taxpavers.

(3) To have the British Government use money paid as taxes by Americans for
purposes hostile to Ameriean ideals, namely, to perpetuate slavery by foreing a
government on people against their will.

(4) To have the money paid by American taxpavers used to maintain British
armed forces now occupying the six eounties of northeast Ireland for the purpose
of protecting the interests of the Belfast puppet government and of preventing
the Irish people from exercising their democratic rights to have only one govern-
ment for all thair nation. =

Because of the use of our money—paid as taxpayers—for the purposes herein-
before stated, we believe that in accordance with the first amendment of the Con-
stitution of the United States, we as citizens, have a grievance and, consequently,
we respectfully present our grievance to the Congress of the United States.

STATEMENT OF JAMES McGuURRIN, PRESIDENT GENERAL OF AMERICAN-IRISH
HistoricArL Sociery

History records that in each generation since 1798 the young men of Ireland
have had recourse to warfare in order to reassert the right of Ireland to inde-
pendence.

That independence has not as yet been completely won.

Knowing history it is our duty to use every effort to avert further bloodshed.

Men from O’Neill's country, within®the six countries of so-called northern
Ireland, have within the past month publiely asserted that unless the issue ean
be peacefully settled in their time, the young men of the coming generation will
again offer blood sacrifice upon the altar of British imperialism.

This is a terrible statement but we have no reason to doubt its sincerity.

With the knowledge afforded by study of history at our command, we have
every reason, and we have every Christian duty, to endeavor to avoid such
eventuality.

The United States of America is asked to allocate huge sums of American
money for the feeding, the clothing, the fertilizing, the seeding, and the equipping
of western Europe. ' i

Surely it is cur duty to ecircumscribe any grants to England with conditions
which shall assure to us, as Americans, that the harvest of hopefulness and of
promise which we are endeavoring to plant shall not be moistened with the blood
of young Ireland.

These are serious thoughts, but they spring out of a study of Irish history.

May God guide our legislators so that Columbia’s proud position as the pa-
troness of human liberty shall once again be affirmatively evidenced in any
action finally taken by our Congress and by our President.

STATEMENT oF MR. JouN F. O’LoucurLiN or ELmaurst, Lone Iscanp, N. Y.

Gentlemen, this statement is made on behalf of a large number of eitizens of
Greater New York, who, like myself, are opposed to the granting of any further
loans or gifts from the Publie Treasury of the United States to the British Gov-
ernment as long as it continues to violate the prineiples annuneiated in the four
freedoms and in the Atlantic Charter. The pledges contained in those two docu-
ments were declared to be the policy of the United States and Britain while the
recent great war was being fought. Even at the time, when British statesmen
were proclaiming their devotion to and interest in the eause of human rights and
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human freedom, those rights and that freedom were openly and brazenly violated
in northeastern Ireland, where the imperial Parliament in London had set up
a puppet government for the purpose of keeping senseless and godless sectdrlan
hatred alive to serve the British imperialist policy of “‘divide and conquer.’

The partition of Ireland was devised by the British Government to promote
hatred and disunity instead of love and conecord. The well-defined boundaries
which the Creator of the universe set around the ancient Irish Nation were
changed by the London Parliament, which passed into law the Partition of Ireland
Aect, for which not a single representative of an Irish constituency, Nationalist or
Unionist, voted.

The Government known officially as the Government of Northern Ireland, which
was established in November 1922 has functioned sinee its inception as a bigoted
and fanatical despotism, which has deprived the minority over which it rules
of practically every civic right. |

That Government could not have ccmtinu“d to exist without the subsidies
given to it out of the British Imperial Treasury. In recent years the British
Government has been able to pay those subsidies out of the grants and loans
which it has received from the United States.

The harm which has been done to Ireland through the gift, miscalled a loan, of
nearly $4,000,000,000 given to Britain by the United States in the recent past
cannot be undone, but the Government of the United States, of which the
Congress is a part, should not continue to share responsibility for Britain’s in-
justice toward lrf-land by giving, through the Marshall plan, other billions of the
American taxpayers’ money to enable the British Government to support and
subsidize the Government of Northern Ireland, in violation of American prinei-
ples. If the Congress should vote another large gift to Dritain, under existing
conditions, it will condone her injustice toward Ireland, which millions of American
citizens resent and condemn.

When your honorable committee and the House of Representatives and the
Senate vote on the Marshall plan they should have an assurance from the British
Government that the wrong which has been done to Ireland will be undone and
that not another dollar of the American taxpayers’ money will be used for the
sup;laéession of human rights in northeastern Ireland, or in any other part of the
world.

STATEMENT BY JAMES SHALL0OO, MEMBER oF ExXEcuTIVE COMMITTEE, AMERICAN
Lracue For AN UNDIVIDED IRELANI), MeMmBER OF IrisH FrerLowsnip CLus,
AND DirecTor oF THE UNIiTED IRISH Socieries or CHicAGo, hLL.

In considering the European recovery program which is before your honorable
committee for decision, it is important to take into account that a substantial
portion of the enormous funds required is earmarl-ed for the British Government
either by grant or loan. In a further eonsideration of this question it is also
important to take into account that the Irish Nation was divided and is still
divided by the operation of an aet of the British Parliament. The partition of
Ireland is the responsibility of the British Government which maintains a bridge-
head in the six counties of northeast Ireland by the extension of enormous annual
subsidies.

As a citizeh and taxpayer I desire to register a vigorous protest against any
grant or loan to the British Government so long as the partition of Ireland exists.
The Irish people have struggled for more than 750 years to maintain their unity
and to secure their independence. The partition of Ireland which was inspired
and brought into operation by the British Government will eontinue to he a
sourece of agitation and unrest in Ireland and will militate against the establish-
ment of that peace in western Europe, which we all desire.

[ join with my colleagues who have appeared before your honorable committee
to register this protest against the intolerable conditions which now exist in Ire-
land and which bar the way to the reunification and independence of that friendly
country. Furthermore, 1 submit to your honorable committee that the occupa-
tion by British armed forces of the six counties of northeast Ireland presents a
very dangerous situation and should be terminated without delay. Representa-
tions by our Government to the British Government will get results, We are
asked to give bhillions to Britain. Let Britain elear out of Ireland before we
consider the grant or loan of one dollar of our money.

69082—48 64
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STATEMENT OF EpMoND EGAN, PrREsSIDENT oF THE Brian Boru CrLur, NEw
York Ciry

Mr. Chairman and gentlemen, all of the important phases of the question of the
partition of Ireland have been ably presented to you by my colleagues at this
hearing. For my part I desire to register unqualified approval of the statements
that have been made for the record today. I speak for a representative Amcrican
society, and I also voice the sentiments of a great number of acquaintances and
friends who are interested in these problems which are before you for consideration
They are vitally concerned about the extraordinary proposals of the European
recovery program. They are, of course, anxious to extend all available assitance
to the distressed peoples of Europe.

In the working out of the program familiarly known as the Marshall plan, how-
ever, the great majority of our fellow citizens believe that some of the untolerable
political conditions in Europe should be rectified. Among these conditions they
stress the unnatural division of Ireland which was forced on the Irish people by
the British Government. This division of Ireland which resulted in the establish-
ment of a puppet government in the northeast corner of the country has been per-
petuated and fostered by the British Government for the past 25 years. Its
continued existence depends largely on the enormous annual subsidies paid to it
by the British. This puppet government is the most undemocratic in Europe.
It diseriminates in political and religious affairs against almost half a million of its
citizens who have no voice in the government under which they are forced to live.
It was brought into operation without the vote of one Irish member of the British
Parliament and if a plebiscite were allowed today, there would be an overwhelm-
ing majority in favor of putting it out of existence.

We bring this serious situation to your attention and with all the vigor at our
command, we ask that this unjustifiable condition be rectified. We maintain
that no funds of the United States, either as a gift or a loan, should be put at the
disposal of the British Government so long as she maintains and supports the
partition of Ireland.

(Whereupon, at 3:40 p. m., the committee adjourned, to reconvene
at 10 a. m. Tuesday, February 10, 1948.)
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TUESDAY, FEBRUARY 10, 1948

HoustE OoF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, D. C.

The committee met at 10:15 a. m. in the Foreign Affairs Committee
room, United  States Capitol, Hon. Charles A. Eaton (chairman)
presiding.

Chairman EaTon. The committee will come to order.

We are honored this morning in having with us Mr. Lewis H. Brown,
who is at the head of the Johns-Manville Corp. and is one of the out-
standing businessmen of America.

We are very glad to have him present his statement to us.

STATEMENT OF LEWIS H. BROWN, CHAIRMAN OF THE BOARD,
JOHNS-MANVILLE CORP.

Mr. Brown. I am appearing before the House Foreign Affairs Com-
mittee at tha request of your chairman.

I am sure that I was asked to appear primarily because Gen. Lucius
D. Clay, military governor of Germany, last spring suggested that I
spend as much time as possible in Germany for the purpose of writing
a report on what should be done to get Germany back on her feet and
off the American taxpayer’s back as soon as possible.

I was keenly aware of the fact that the German problem was part
of the greater European problem. I, therefore, visited Britain,
Sweden, Belgium, France, and Switzerland as well as spending the
required time in Germany. At the end of the summer I made my
report to General Clay. Copies in confidential form were distributed
to most of the Members of Congress and to a large number of top
officials and executives in this country and abroad. Later, because of
demand, it was published in book form in this country under the title,
“A Report on Germany.” I have here a copy published by Farrar,
Straus & Co., which I would like to submit as part of the record for
reference.

Also, with your permission, I would like to put into the record for
reference a copy of an article that appeared in the November issue
of Collier’s magazine which is a condensed version of the high spots
of A Report on Germany.

(The book was filed with the committee.)

Mr. Brown. For the record, 1 have tried to summarize in five
pages the essential fundamentals of my viewpoint and conclusions in
what I call a basic statement on Germany.

1009
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Basic STATEMENT oN GERMANY
(By Lewis H. Brown)

The war wounds of Germany are very serious. The physical destruction of
housing is terrific; probably never in the world’s history has there been such a
destruction of dwellings. The destruction of the transportation system is very
great and includes locomotives, cars, barges, bridges, yards, roundhouses, ete.
In the Russian zone wholesale stripping must be added; there is perhaps not a
single complete two-way trunk line now east of the Elbe and a great quantity of
German rolling stock has disappeared. The destruction of the industrial plant,
while very serious, has been exaggerated and about 70 percent is estimated to be
restorable. To all this destruction of phyvsical things must be added the under-
maintenance of a decade and the destruction of manpower. There is a very
great maldistribution of population in western Germany—an excessive proportion
of aged and very young and a great shortage of young men in the best working
ages due to war deaths, erippling, and prisoners of war, of whom Russia probably
still holds several million, regardless of what she says.

These are the war wounds. Terrific as they are, they are not in themselves
fatal. The Germans, normally very hard-working and efficient people, could
recover from the war wounds quite rapidly if a healthy economic system were in
operation. '

But there isn’t. That is the most important point about Germany. The
entire economy is diseased and this prevents the healing of the war wounds. That
is why, after 2 years of peace, there is actual deterioration (except very recently,
in some sectors) instead of recovery.

The German economy is diseased for the following reasons:

(1) Its unity has been destroyed.—First, by the iron curtain which cuts prewar
Germany in half. FEast of the curtain is prewar Germany’s food basket, con-
sisting not only of the Russian zone, but what is far more important, the agricul-
tural states mainly taken over by Poland from which the German population
has been expelled—East Prussia, Pomerania, Silesia, Posen. From these areas
east of the curtain came the bulk of Germany’s surplus food, particularly rye
for bread, potatoes, vegetables, dairy products, beet sugar, ete., raised mainly
on efficiently operated estates and large commercial farms. West of the curtain
(and including the sectors we have to feed in Berlin) are the highly urbanized
and industrialized American, British, and French zones with 48,000,000 people
of whom only about 8,000,000 are farm population which before the war was
able to produce about one-half of the food needs of the 40,000,000 nonfarmers.
Today, with the shortages of fertilizers, seeds, feed, and farm equipment and
parts, the farmers of western Germany are producing much less than half while
the former flow of food from food-surplus east to food-deficient west has become
a bare trickle. Hence, hunger in the west, people too weak to work hard, low
output of coal and steel, and vicious cveles of shortages running through the
whole economy. It is as if the factories and cities of our own Northeastern
States were cut off from our food-surplus Middle West. We have further de-
stroyed Germany’s unity by dividing her into four zones, three of which are in
western Germany. We have, moreover, set up 12 Laender or States in the
western zones each with a German government that creates barriers and red tape.

The net result of all this is that the former free flow of food, materials, men,
and money across all Germany is now practically nonexistent, replaced by a
gpzen barriers to the free flow of trade. This makes for paralysis and economic

isease.

(2) The German economy suffers from politically enforced restriction of output
and ‘“‘plowing under” of physical assets, including human assets.—Through the
Potsdam agreements we restricted Germany’s production of steel, machinery,
fertilizers, and other producer goods that both she and all Europe desperately
need, to absurdly low levels. Only recently have these levels been raised. We
embarked on a policy of removal and dismantling of plants that should have
been converted to peacetime production so reparations ecan come out of current
output rather than from capital assets. We carried the denazification program
to such extremes that a great deal of the best brains of Germanyv are doing manual
work instead of being at the jobs they are best fitted for. These measures, the
outgrowth of the Morgenthau philosophy, have, to a considerable extent, “plowed
under’”” the potential production, the plant for production, and the brains of
Germany.
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(3) The German economy, because of weak and ineffective money, provides inade-
quate incentives for people to work, venture, and export.—There is extreme inflation
in Germany, suppressed but effective nevertheless, which has deprived money
of its power to operate an economic system. The war quadrupled Germany’s
money supply. On top of this, Allied occupation military marks were issued in
big volume, about 4 billion reichsmarks in the western zones and anvwhere
between 12 to 18 billions by the Russians, muech of which has filtered into the
west. At the same time wages and prices have been fixed at practically the
1938 level. These are absurdly low in view of the huge amount of paper money
in the country. The effect is that no one (including of course the farmer) wants
to part with his goods for money and the wage earner will not give hard work
for money. The cost of this attempt to repress an obvious and severe inflation
by fixing prices and wages as if the money volume were still at prewar levels, is
the wholesale demonetization of money, substitution of a money economy by
primitive barter, and a rampant black market. The basic result is that the
economic system has lost its mainspring, that is, money for which people will
work hard, take risks, and part with their output.

(4) The German economy suffers from excessive regimentation that paralyzes
enterprises.—When Germany was preparing for war in the Hitler days, an elaborate
system of regimentation was devised by Schacht and others to force German
econoinic effort out of normal market channels into production of armaments and
later actual war effort. The highly intricate apparatus set up for this purpose,
often called Schachtisin by Europeans, consists of wage fixing, price fixing, alloca-
tion of raw materials, control of distribution of finished goods, licenses to buy,
produce, import, and export, ete., etc.  We became familiar with this apparatus
during the war when it was necessary to divert economic effort into war channels
but we demobilized it rapidly after the war as we saw how it strangied initiative
and checked the flow of goods into the commercial market. _

But in Germany this apparatus has never been demobilized. On the eontrary,
it has been made far more complex. Under Hitler, there was only one center of
economic control and red tape—Berlin. But we have added four zonal occupation
governments and 12 German Laender governments, each of them a center of con-
trol and red tape.

(5) The German economy suffers from a severe psychological depression.—This
is as great a barrier to recovery as the physical obstacles as psychology is‘a reality
of the first order. Great numbers of Gerinans are inhibited from working hard,
attempting any venture, or making any plans for the future because they see no
hope ahead. There is a psychological complex of “hopelessness,’”” one of the most
commonly used words in Germany. What we would ecall a crisis in confidence
(and we all know how important confidence is to get things going) exists in Ger-

any in its severest form.

The basic question therefore is, What should be done? Obviously, we should
attack the causes, not the symptoms, of the dizesse. The five basic causes have
been outlined. To restore Germany to health we must combat each cause of
disease.

To combat Germany’s disunity, we must re-create unity as far as possible. It is
no longer possible, without going to war, to restore to Germany the food-surplus
areas of the east now held by the Poles and Russians. What is left to us is to
operate the British, American, and French zones as a unified economy. This is
evidently the intention of the State Department. We must set up a central
government, keeping supervisory control for western Germany and we must see
to it that all restrictions and barriers to the smooth flow of materials, men and
money within this area are prompily and completely removed.

Even with a properly funetioning trizonia, western Germany’s struggle will be
very severe. Let us keep in mind that she has one-third of the population of the
United States packed into an area smaller than Illinois and Indiana which together
have less than 3 percent of our country’s area. When the farmers of western
Germany again produced as much as before the war there will be still some 20,000,000
urban dwellers whose entire food supply must be obtained from abroad. Or,
putting it another way, western Germany’s 8,000,000 farm population, operating
at prewar level of output, can only produce half the food required by her 40,000,000
nonfarm dwellers. Hence, we must: give her everyv possible encouragement to
export so she can earn foreign exchange to payv for imported food. Otherwise,
she will stay on our back for decades. At the same time, we should actively en-
courage modernization of her agriculture and, in a later phase, emigration of
surplus population.
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To combat the political restrictions on output and the political “plowing under”
we have foreced on Germany we must abolish these obstacles immediatelv and
completely. We should let Germany produce to the limit she is capable of, exeept
of course for war purposes. We should stop plant removal and dismantlement
forthwith. We should end the denazification trials exeept for those in category 1;
that is, those who were originators of nazism and those against whom incontrover-
tible evidence exists of crimes against humanity. '

To combat inflation and ineffective moneyv we must drastically reduce the exist-
ing money volume, insist on a balanced budget for a central German government,
create a central bank with powers to effectively control eredit, allow wages and
prices to rise wherever practicable to levels dictated by the market, assure the
Germans of enough food and a certain limited volume of eonsumer goods through
importation and her own manufacture so that money will again be valued as the
means that buys desirable goods. We must, further allow the German mark to
find its place among foreign currencies. N

To combat the regimentation of the German economy we must demobilize,
as much as practicable, the apparatus built up by Schacht before and during the
war plus the apparatus superimposed on it by the occupation governments and
the German Laender governments. We must do so in order to release the enter-
prise initiative and will to work for which Germany was once famous. We must
build in western Germany a European bridgehead for the advance of the private
enterprise system, provided the Germans wish it once they are again able to
pay their passage. We must end the paper as well as physical barriers that
prevent a market economy from functioning. We cannot do it all at one time.
In an economy of the severest scarcities such as in present-day Germany, some
controls, rationing, allocations, and even price and wage fixing are unavoidable.
But we can decontrol step by step, as realities permit, to give free prices and
free initiative full opportunity to perform their historic function of inereasing
production. To freeze controls is to freeze scarcities. As adequate exports are
a matter of life and death to the German economy, the German exporter must
be given free rein and liberated from all but the most necessary controls to reenter
the foreign market and be allowed to keep practically all of the foreign exchange
he can earn.

To combat the severe German psychological depression, we must reestablish
confidence. The first and most fundamental thing is to give the German con-
fidence that if he is willing to work hard he is reasonably assured of sufficient food
for himself and family. The fear of endless hunger with no prospect for a full
stomach in sight, is the greatest and severest depressing factor in Germany and
applies to every category of manual worker and brain worker alike. We have
been shipping a lot of food to Germany. But there are a lot of people there and
the food has been just enough to keep them alive, not make them work hard.
There is no economy in that whatsoever. It merely results in assuring that the
Germans will stay permanently in the American bread line instead of developing
sufficient physical vigor and psychological morale to work hard and become self-
supporting. We must give the German entrepreneur the opportunity to again
make money and take off his mind the dead weight of fear of plant removal,
extreme denazification, and excessive nationalization. We must; further, give
the Germans confidence that if they work hard and try hard to become peaceful
citizens of our western civilization, they will be accepted by it and allowed to run
their own affairs, produce whatever they are capable of, short of war materials,
enter the world markets like any other nation, participate in the Marshall plan
and in the counsels of western Europe as equals, and finally find once again an
honored place among the nations,

I had two objectives in going to Germany. One was to determine what could
be done to get Germany back into production and off the American taxpayer's
back. The other was to determine how to accomplish this objective without ever
again exposing the world to a revival of German militarism. This can be done
simply and easily by creating a small foree of experts, appointed by the three
western occupation governments acting as a unity, with full power to supervise
the ultimate destination of key materials and prevent any attempt by the Germans
to divert or stock-pile them for possible war use. It is moreover time that we
weighed the possible resurgence of German militarism in the light of the actual
realities as they exist today.

The facts are that no nation in modern history has ever been taught such a
lesson as Germany regarding the result of making aggressive war; her power to
make war is today nonexistent, and her will to make war is likewise now non-
existent. But even more important, western Germany is, next to Britain, the
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greatest food-deficient area in the world. She must import food for 20,000,000
people and with her eastern bread basket gone she must get the bulk of it from
overseas. That puts her completely at the mercy of the sea powers—the United
States and Britain. She must play ball with them because she has no other
choice but starve. It is high time we quit seeing ghosts. Western Germany is
economically, and therefore politically and militarily, irretrievably tied to the
West.

In order to save your time I would like to read a short summary of
this statement simply to refresh your minds on some of the funda-
mentals involved.

Germany’s war wounds would have begun to heal long ago if she
had a healthy economic system in operation. She is diseased for the
following reasons:

1. Germany’s unity has been destroyed. Highly industrialized
western Germany with 48,000,000 people is cut off by the iron curtain
from eastern Germany which formerly produced most of her surplus
food. Insufficient food in the Ruhr is the foundation of the vicious
cycle that leads through coal shortage and steel shortage to shortages
in every economic sector of Germany and in fact all Europe. Ger-
many’s unity was further destroyed by splitting it into four zones.

2. Germany suffers from politically enforced restriction of output
and plowing under of its industrial and human assets through the
Morgenthau philosophy.

3. Germany’s money is too weak to act as incentive to induce
people to really work, venture, and export.

4. Germany suffers from excessive regimentation that paralyzes
enterprise, including the vitally important exportation of goods.

5. Germany suffers from severe psychological depression. To
bring health to Germany’s diseased economy we must—

(1) Operate the three western zones as a unity and remove all
barriers that restrict the free flow of goods, men, and money.

(2) Stop forthwith all restrictions on output, plant removal and
dismantlement, and excessive denazification.

(3) Give Germany effective money by drastically reducing its
volume and producing and importing food and essential consumer
goods to give it effective buying power.

(4) Demobilize, as much as 1s practicable, the elaborate apparatus
of regimentation that restricts enterprise.

(5) Give the Germans hope of a better life ahead if they work hard
and cooperate fully.

Given the above program, particularly good money with real
purchasing power, the Germans will work hard and surprise the world
with the rapidity of their recovery. Our job should be to plant
Germany on her feet so she can get to work and solve her problems.
But the foundation of everything is food as western Germany is 50
percent food deficient.

I would now like to make a statement of three important con-
clusions:

1. There is no chance for the Marshall plan to succeed unless
Germany is immediately started on the road to recovery.

2. Germany cannot be started on the road to recovery as long as
we continue to operate under the Morgenthau philosophy which was
embodied in the Yalta and Potsdam agreements and the Joint Chiefs
of Staff directive 1067. Congress should specify the broad terms of a
new policy to govern western Germany so that the President and
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Secretary of Defense can issue new directives for the guidance of our
people in Germany. _

3. I question the wisdom of a basic policy decision of the President
as reported in the press, under which the State Department would
take over direct control of the American occupation of Germany on
or about July 1, 1948. My main reason for this is that the State
Department has always been a policy-making Department. It is not
an executlve or an administrative organization. Most of the rank
and file in it are trained at making policies but not in administration.
In facing the Russians in eastern Germany and Berlin and in dealing
with the other military governments in the British and French zones,
I think we would have been stronger if we had brought about an
integrated military government patterned after the SHAEF organi-
zation with which we successfully invaded the continent of western
Kurope.

However, now that the decision has been made to turn over the
American zone to the State Department for administration, I think
there are several basic points that must be followed if we are to expect
success. Among these, in my opinion, are:

1. A new foreign policy of what we are trying to do in Germany
must be stated. In my Report on Germany I outline my recommen-
dations on this at length:

2. The three western zones—American, British, and French—must
be integrated. Anything short of integration; both economic and
political, of western Germany, will leave areas too small to provide
for economic self-sufficiency.

3. When the British, American, and French zones are integrated
there will be three or four times as many civilian personnel as will be
required to operate them. Congress, in making appropriations,
should force a great reduction in personnel. What we need is to
delegate to the Germans themselves responsibility for running their
country and getting their economic machine into operation.

May I reiterate that I think it is impossible to have a successful
recovery of western Europe as long as Germany remains a cancer in
the belly of western Europe.

We ought not to raise up Germany while leaving western Europe
in the economic slough of despondency. But on the other hand, we
cannot help western Europe to get on her feet unless Germany is also
headed for recovery.

I would like to submit for the record a five-page basic statement on
Europe.

(The statement referred to is as follows:)

Basic StaATEMENT oN Evrore BY Lewis H. BrRowN

Europe’s ills are very deep-seated. Physical war destruction is only one of
them and is transient and therefore relatively minor. The only effective thing
the Marshall plan can do is to help Europe get on her feet so she can begin solving
her basic problems. If we try to do the latter for her, we will bankrupt ourselves,
probably without accomplishing anything permanent. It is very important that
we understand which of Europe’s ills are readily curable and which are not.

Eurore’s curable and relatively transient ills are the following:

(1) War destruction, far more serious than during World War I, because in
the second war the destruetion was concentrated most heavily in Europe’s indus-
trial heart, Germany. Curable with time,

(2) Two excessively bad crops in western Europe. Curable, possible this year.

(3) Inflation, stemming from wartime deficit financing and scarecity of consumer
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goods. Sharply aggravated now by price fixing (which prevents mopping up of
excessive money in hands of public) and by attempts at excessive eapital-goods
production in relation to consumer-goods production. Result is devaluation of
money, reduced will to work and venture for money, low output per man, artificial
manpower shortage, excessive time and effort devoted to black market, etc. A
byproduet is the unrealistic official rate of exchange of European currencies in
relation to hard eurrencies. Result is European goods are unreasonably expensive,
discouraging exports. Inflation is eurable.

(4) “Terms of trade” at present are against western Europe. She must import
great quantities of food and raw materials which have risen much more in price
since prewar than the manufactured goods she must export to pay for the former.
One main reason is the enormous American production boom which consumes
vast quantities of food and raw material in United States. Unfavorable ‘‘terms
of trade’ position is curable as sellers’ market changes to buyers’ and when
American boom declines.

Europe’s much more basic and less curable ills are the following:

(1) Europe has been split between East and West: Formerly eastern Europe
supplied western Europe with great quantities of food and raw material for which
the West paid with manufactured goods. Exchange of goods between the two
sectors of Europe has been greatly reduced and the reduction threatens to he a
permanent feature because of the iron curtain and rising industrialization of the
East. The reduction began after First World War. Czarist Russia was huge
exporter of food and raw materials in exchange for western Furope’s industrial
goods. But after revolution in 1917 there was sharp and permanent change.
Industrial development of Russia as a closed economy consumed her output of
food and raw materials. Although Russia’s share of world production increased
from 4 percent in 1918 to about 12 percent in 1941, her foreign trade never again
reached the figures before the revolution. Now Russia is applying the same
process of forced industrialization to all her satellites—eastern Germany, Poland,
the Danubian countries, the Balkans. Result will be that western Europe
must look abroad for a far greater proportion of food and raw materials than ever
before. Situation incurable except by war to forece iron curtain back to Russia’s
1939 boundaries. Even then, eastern Europe’s industrialization ean’t be halted
long. There will of course some exchange of goods between Kast and West but
not enough to secure western Europe sufficient continental food and raw materials.

(2) Europe has practically lost her Asiatic empire: India, Burma, East Indies,
French Indo-China—from whence she drew great volume of cheap raw materials
and large profits because of low-cost Asiatic labor. Incurable; the day of European
imperialism in east Asia is almost over.

(3) Europe has been transformed by two world wars from greatest creditor to
oreatest debtor area in the world: Formerly the income from foreign investments
and other invisible exports (merchant marine, banking, brokerage services)
received by west European countries was sufficient to pay for nearly one-quarter
of their total imports (chiefly food and raw materials) from the rest of the world.
This huge source of income has almost vanished and been replaced by necessity
to export to pay debts. Situation probably incurable except in a minor way.

(4) Europe’s social and economic system has changed profoundly from a once
vigorous capitalism to various degrees of socialism, ranging all the way from iron-
handed but relatively effective police-state socialisms in the East to hybrid and
not very effective socialisms in the West. Hand in hand with this development
has gone destruction of the European middle class, the main instrument of the
former vigorous ecapitalism, by war losses, inflation, revolution, and legislation.
Perhaps curable in West, but very doubtful. All eastern Europe is rapidly on
its way to purely Russian-tvpe of socialism. Western ICurope may make milder
form of socialism work effectively with many vestigial remains of capitalism.
Governmental venture will replace private venture in major spheres. Enormous
bureaucracies and red tape are likely to make Europe less dynamie, economically,
than in past.

The function of the Marshall plan should be to help Europe to her feet so she
can get to work as rapidly as possible on her curable ills.  Marshall plan aid can
be used to help restore war-damaged and undermaintained mining, agricultural,
and transport plant, especially in such key sectors as the Ruhr and the British
coal areas. It can help assure better crops by supplying fertilizers. (It is gen-
erally held that 1 ton of nitrogen fertilizer exports is equivalent to shipping 15
tons of food.) It can help check inflation and revaluate money by supplying food
and a certain amount of other consumer goods and by insisting, as a quid pro quo
that currencies be realistically revalued both internally and externally in relation
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to the dollar. It can ease the unfavorable terms of trade against Europe by
supplying necessary raw materials as well as food.

Marshall plan aid, if sufficient and wisely used, and given reasonably good crops
here and in Kurope, ought to solve the problem of Europe’s curable ills in 4
years or so.

But. Marshall plan aid eannot possibly move the iron eurtain back and restore

the former East-West flow of trade in Europe to its former dimensions. It eéannot
give Europe back her Asiatic empire. It cannot remake her a great creditor area.
And it cannot reestablish eapitalism in the American sense. Only Europe herself
can do that. We cannot impose our institutions on her,
*  We should cease to support Europe in a major way after the curable ills are
well on their way to being cured. If we nevertheless keep on pouring in our money
to try to offset Europe’s lost East-West trade, the loss of her empire in Asia, the
loss of her creditor position, and the loss of economic dynamism through the
decline of private enterprise, we ourselves will encounter such huge losses that
we will almost certainly experience a most dangerous inflation in the United
States, destruction of our middle class, transformation of our own still vigorous
and highly effective capitalism to a government-controlled system, and very
likely another war.

Western Europe can only solve her loss of eastern Europe, the Asiatic posses-
sions, and her creditor position by opening up and agressively developing great
new sources of food, raw materials, and economic wealth of all kinds. By opening
up our own West we rapidly cured the wounds of our Civil War. The areas in
which Europe is most likely to find her opportunity to open up new sources of
wealth to heal the wounds of the two world wars are Africa and the Middle East.
The latter has half the world’s oil underground. The former is almost virgin,
immensely rich in natural resources, and practically all of it is under the control
of west European countries—Britain, France, Belgium, Portugal. But the
economic development of Africa should be a joint west European enterprise in
which the Germans, Italians, Dutch, ete., should fully participate.

Western Europe must furthermore open up new sources of wealth at home,
through modernization. Compared to the United States her agreiulture, mining,
industry, and transport are badly antiquated. A customs union is a fundamental
requirement in order to obtain a large enough mass consumption area without
which mass production and modernization on the American scale are impracticable.
But we should not be called upon to supply more than an irreducible minimum of
the huge quantities of capital goods needed for the modernization of western Eu-
rope except on a commercial basis. To attempt to do the full job through a
g:ncl-lease, give-away, basis would be excessively inflationary in the United
States.

The 16 west European nations participating in the Marshall plan, together
with western Germany, have about 270,000,000 people, technologically much
more advanced than eastern Europe. Russia has about 200,000,000 people and
her east European sateilites another 90,000,000. Western Europe, economically
recovered and on the path to modernization and development of the Near East
and Africa, should have no trouble holding her own against Russian and Com-
munist imperialism if she acts with a reasonable degree of unity, economically
and politically. In that case a new balance of power is established in Europe and
a third world war can be postponed for a long time. It is the only hope for the
prevention of World War I1I within a couple of decades. Moreover, a prosperous
western Europe will exert a very strong pull on the eountries, now Russia’s satel-
lites, between the iron curtain and Russia’s 1939 boundaries.
~ The present European recovery plan (Marshall plan) as laid before Congress
is based largely—though not wholly unecritically—on the Paris report of the 16
participating European countries. That report is quite unrealistic in many ways.
It is based on the thought that by about 1952 western Europe can export enough
to pay for its needed imports and at the same time come close to resuming its
prewar standard of living. This in turn is based on a proposed volume of new
capital formation (plant expansion) in Europe in the next 4 years that is obviously
unrealistic. As an American technical publication has pointed out regarding
proposed expansion of electric power capacity in Europe, the 16 nations propose
to build 22}4 million kilowatts of new power capacity in 51 months whereas the
United States (with a far more powerful and entirely undestroyed industry)
proposes to increase its eapacity by only 15 million kilowatts in 60 months,

The Paris report overestimates western Europe’s power to expand and modern-
ize its productive capacity because, to a large extent, it ignores ‘“the more basie
and less curable ills” which this statement mentions. Granted, nothing is more tobe
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desired than the modernization of Europe’s producing plant. But the fact re-
mains that it cannot be done in 4 years or for that matter in 10 or more years.
Excessive ‘“belt tightening’’ or “austerity’’ defeats itself after a time and leads to
dictatorships. A

Moreover, Europe isn’t really at all well on the road to carrying out the Paris
report plans. It is now heavily exporting capital goods in return for food, raw
materials, fuel, ete. Britain, particularly, is exporting so much machinery, steel
products, equipment, and other capital goods that she has had to severely reduce
her program for domestic capital investment. The French will have to similarly
reduce the unrealistic Monnet plan to modernize France. This export of capital
goods by western Europe, which so desperately needs it for itself, of course reduces
the pace of modernization and therefore the future productivity and standard of
living of Europe. It is part of Europe’s desperate plight that she requires a
huge volume of capital investment at home while, at the same time, the rest of
the world demands capital goods from her as payment for the basic necessities of
food and raw materials which Europe must import to keep alive and work.

Europe is therefore obviously on the horns of a dilemma. If she is to pay for
imported food and raw materials (in contradistinction to being given these by the
United States), she must export the goods the overseas world wants—and these
are the very capital goods that Europe herself needs for restoration and modern-
ization. What we can do is to give her some of the food, raw materials, and
capital goods she needs most desperately. But we can’t give her all she needs.
That would break us through inflation.

We are compelled to advise her not to try to accomplish too much, to modernize
and expand producing capacity over a longer period of time, and to postpone the
day when her people can resume the prewar standard of living. We must advise
less belt-tightening in the first four years so that extreme austerity will not sharply
reduce the will to work, but belt tightening to a reasoanble degree over a much
longer period of time. In other words, it must be understood that the recovery
and modernization of Europe is a generation’s job, not a 4-year project.

The objeet of the Marshall plan should be to get Europe on its feet so it can
begin to get busy on a generation-long job while at the same time feeding herself
and reasonably satisfying her consumers (who are also her workers) through com-
mercial exchange of goods to as great an extent as possible but at a standard of
living considerably below prewar. We have no business guaranteeing Europe her
prewar standard of living while she is engaged in heavy capital formation (a
process which normally requires belt tightening).

Mr. Brown. I hope you will permit me to read a brief summary of
that basic statement in which I have attempted to give my general
viewpoint as to how far we should go in helping Europe.

Some of Europe’s ills are transient and readily curable, others are
deeply rooted, almost incurable, and must be offset by new long-term
developments.

The transient, curable ills are:

1. Two very bad crops. We can help with food and fertilizers
until she has a copule of good crops.

2. War destruction. It will be made good in time and we can help
by setting Europe on her feet but not by financing the job of restora-
tion.

3. Inflation. Money has lost a lot of its power in Europe to func-
tion as the dynamo of the economic system. There is far too much
money chasing too little goods. We can help by insisting on drastic
reduction of the money volume and by shipping food, a limited supply
of consumer goods, and a certain amount of producer goods and raw
materials so Europe can produce and transport an increased volume
of consumer goods.

4. The terms of trade are at present against western Europe. We
can help by supplying some food and raw materials.

The deeply rooted ills are due to the following:

1. Europe has lost its unity.
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2. Europe has lost most of its Asiatic empire that formerly supplied
large volumes of raw materials at low cost.

3. Europe has been transformed by two world wars from the world’s
greatest creditor area to the greatest debtor area.

4. Europe’s social and economic system has changed profoundly
from a once vigorous capitalism to various degrees of socialism, ridden
by bureaucracies, and is less dynamic than under her former system.

We should confine ourselves to helping Europe to her feet, so she
can get to work on her transient curable ills with some assistance
from us in the earlier stages. We should not attempt any solution
of Europe’s long-term problems. It would be too great a strain on
our economy, could produce a virulent inflation here, wreck our mid-
dle class, and consequently fundamentally change our social, eco-
nomic, and ultimately, our political system.

My broadest general conclusion regarding Europe is that our help
1s essential to get the western countries on their feet, to serve as a
rampart against the advance of communism and Russian imperialism,

Let me repeat again so that I may not be misunderstood, 1 strongly
favor trying to get the 270,000,000 people of western Kurope on t eir
feet economically because I sincerely believe that this is necessary to
create a balance of power that will stop the spread of the iron curtain
westward to the North Sea.

But this does not mean, in my mind, that we must saturate the
whole length and breadth of western Europe with a downpour of
American dollars. We can do Europe more good, with a lot less
American money, by concentrating our efforts. Most of the countries
of western Europe have already recovered remarkably and will soon
be going concerns again. Two countries, however, threaten to take
a long time to become going concerns again, western Germany and
Britain. Our efforts will have to be concentrated on these two coun-
tries which are in any case the most important in Europe.

I question the validity, from our standpoint, of the figures presented
to America by the Committee on European Economic Cooperation.
Through this report, America has been presented with a bill for the
entire deficit balance of trade for the 16 participating countries in
Europe.

Congress should accept these reports as broad estimates of the
situation—an appraisal of the magnitude of the problem.

We should not accept any part of it until we have an organization
that can go into each country, really study the situation in detail and
work out specific agreements as to what each country is going to do
to help itself, what it 1s going to do to help other neighboring countries
and what residue in concrete physical terms is necessary to make the
plan function.

Especially the Administrator of our European recovery program
should have an over-all representative in Europe who should work
with representatives of all the 17 nations in order to look at western
Europe as a whole and decide collectively which things should come
first for the recovery of western Europe. Thus, we could avoid a
mere scramble with each nation trying to get as much as possible for
itself irrespective of the real necessities of the whole. As a matter of
fact, some nations need nothing or very little until after certain basic
things are underway, and by that time, I think some of them will
need nothing.
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It is very important that we solve the problem of the type of organ-
ization that is going to be set up to undertake the administration of
this program. “We must, set it up so that men of outstanding ability
can be enlisted—men who have the experience, the ability, “and the
capacity to analyze these problems from a realistic standpoint and
will negotiate such agreements with our friends in the participating
countries as will help “them where help is really needed.

On the whole, I think the report of the Brookings Institution on
this subject pmnts the way to a solution of the p*‘ohlem

My only difference with the Brookings report is that I think there
should be a policy board, of which the administrator should be a
part, whose job would be to study and decide policy. The adminia-
trator should be completely responsible for the v\ooutmn of the policy

and for coordination of policy with the Secretary of State and with the
President.

I would therefore recommend an amplification of the Brookings
report in reference to an advisory committee or board. 1 would
recommend that Congress call this a policy board of directors. It
should be made up of the most practical businessmen and bankers that
can be induced to devote full time to this activity. They should have
varied experience so that collectively the policy board would repre-
sent real practical experience in all the varied phases of the problem.

But I think it would be important for Congress to prescribe that
policies adopted should be agreed to by a majority of the whole board,
which of course includes the single administrator as the head of the
policy board.

You will note that whereas the Brookings Institution report stated
that the board should be ‘“advisory only {o the administrator,” I
believe that the board with the administrator as chairman should
actually collectively determine policy—that is, policy within the
limits written into the bill by Congress—but that the administrator
should be clearly responsible as the executive officer to carry out

policy.

The problem of maintaining a united front on foreign policy in each
of the participating countries is one in which I have real svmpathy
with the Department of State and with our ambassadors and em-
bassies in each of these countries. It is my opinion that this problem
is not insoluble. I believe the solution lies in a clear-cut delegation of
responsibility and in clear-cut instructions being issued to their respec-
tive representatives by the Secretary of State to his ambassadors and
by the Administrator for Economic Recovery to his representative in
each country. It seems to me that the essence of this whole problem
18 in getting men of real caliber to undertake the key positions in these
activities not only here but in the participating countries. Men of
such caliber are not u':uallv concerned with personal aggrandizement.

This leads me to a major point I would like to malke on organiza-
tion. I do not think it is possible to secure, for the salaries that are
customarily paid in Government service, the kind of men who can
successfully carry out this enormous tns]\ This job is essentially a
temporary function. It will last 3 or 5 5 years and by that time should
be disbanded.

The kind of men who are needed are the kind who already have made
a success, attained positions of responsibility and high salary. Most
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of them have accumulated a retirement status that means more to
them than current pay under present taxes.

The important thing from the standpoint of the United States is to
get men who will have the ability to analyze problems, see the essen-
tials that need to be done and particularly to avoid doing what should
not be done. Such men can save the United States billions of dollars;
and from my experience abroad, the type of men that our fellows are
going to be up against are outstanding men of great ability and ex-
perience and we would make a great mistake, in my opinion, to send
“babes in the woods” against those fellows over there. .

It is my definite recommendation that in order to get the kind of
men necessary to operate on this basis, that Congress should prescribe
that key men in this organization, may, at the discretion of the ad-
ministrator, be borrowed from industry, banking or any other walk
of life, pay them a dollar a year salary and permit them to continue
to be paid by the organizations from whom they are borrowed. Give
these men an expense allowance to cover the added expenses to which
they would be put by leaving their present homes and going where
necessary to accomplish their task. : e

I am confident that with the right policy, the right organization
and the richt men, we will not merely be forced to accept a hurriedly
drawn committee report based on the deficit balances of trade but
rather a reanalysis by our own people based on the realities, day by
day and month by month, changing as they inevitably will, in which
the net result should be that we will give away a great deal less than
is now being talked about. We will lend and perhaps be repaid for
a much bigger percentage than is now contemplated. As the par-
ticipating countries get on their feet, they themselves will see that
they need less help from outside than was contemplated in the dark
days of despair in the summer of 1947 when their report was written.

Should Uncle Sam play the part of Santa Claus? I raise this ques-
tion for the express purpose of clarifying one of the points around
which I think the greatest public opposition exists. _

Since the threat of the spread of the iron curtain to the west is the
same problem as confronted us with Hitler and his Nazi gang, we
must as a matter of preservation do what can be done to hold the line
hoping that time will bring about changed conditions that will enable
us to go ahead with the United Nations in the establishment of some
semblance of world peace.

The real problem is to prevent or win World War IIL.

It is generally agreed by many experts that the best means of
prevention is to try to get 270,000,000 people in western Europe on a
better. economic basis so that people west of the iron curtain eat
better than people to the east of it.

I am in favor of trying to do this job.

On the other hand, I sincerely disagree with a good many people
to the means and methods to be used to accomplish the ERP objectives
upon which we agree.

For example, as I have previously stated, I do not think we should
take the committee report of the European nations as a budget for
the activity of our new organization on European recovery.

If Congress in their instructions to this new organization said:
‘“Here is the plan which we approve. Your job is to make it effec-
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tive,” you would commit the new organization before it got started.
You would rob it of any bargaining power it might have.

In other words, I do not see any reason why Congress should de-
termine now that $28,000,000,000 or $17,000,000,000 is necessary.
Nor do I see any sound basis for determining that $6,800,000,000 is
necessary right now.

I don’t believe that the American people are in any frame of mind
to play Santa Claus. Since the end of the war, we have distributed
about $20,000,000,000 that is rather reminiscent of a world-wide
WPA. 1 think most Americans agree with the objective of what we
were trying to do with this $20,000,000,000. But I think they are
not very happy over the way we actually did 1t.

I think the majority of the American people are in favor of the
basic thing we are trying to do under the Marshall plan as it was
originally expressed at Harvard. I do not think the American people
will carry through to the finish unless the execution and administration
in the future is a very great deal different than it has been in the past
on the $20,000,000,000 already spent.

As nearly as I can make out, the State Department program, recom-
mended to Congress, placed about 80 percent of our expenditures as a
give-away and about 20 percent as a loan. This statement that I
have just made is no doubt an oversimplification. I make it, however,
as a means of emphasizing what I think should be done. I think we
should, from the standpoint of basic policy, reverse the figures so that
20 percent of our help is emergency give-away and 80 percent loans
which are to be paid back.

Now I know the transfer problem, and we know it better than the
public. They can’t pay in dollars and, if they can’t pay in goods
or services over a period of years, they should pay now in the cur-
rencies of their own country, and we should invest this currency in
securities in those countries. Such securities later could be brought
to the United States and sold to investors for dollars with which to
pay back the original loan from the United States.

The main reason I make this recommendation is not because I
think we will be entirely repaid, but because I believe sincerely that
once the people in Europe realize that Uncle Sam is not Santa Claus
they will themselves revise downward their estimates of what they
think the United States of America should supply. This alone might
cut their requirements by several billion dollars over a 5-year period.

There has been a great deal of discussion behind the scenes and the
press as to whether it is proper for us to attach conditions to the
loans we make to the participating countries. This question was
being discussed last summer in Europe when I was there at the
Embassy in London and with Will Clayton in Geneva and the Foreign
Office in Paris and so forth.

I think there are some kinds of conditions that would be improper.
But if we are dealing on a business basis then it is perfectly proper
to make businesslike conditions in connection with any loan.

In talking to one of the outstanding bankers of Great Britain on
this point, I asked him what Britain’s practice has been when she
served as the banker for the rest of the world. He replied:

Creat Britain has been the banker for the world for a couple of hundred years or

more and in the loans that we made we never hesitated to stipulate proper condi-
tions for repayment of the loan.
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When Switzerland recently loaned France money she stipulated
that payvment should be made in so many tons of coal and commodities
each month.

I think the European participating countries would understand us
better and have more confidence in the success of the plan if we
approached these problems with the same kind of realism that they
themselves use.

In making up our loan to Great Britain, we ought to attach the
condition that we will supply Great Britain with food and other
necessary supplies in proportion to the extent she exports coal to
western Kurope. That is Great Britain’s job. She ought to be doing
it. She did it before the war. Great Britain can get paid for coal
exported. We have no chance of being repaid.

I do not, for one moment, maintain that there are not two sides to
these problems. All of these problems are complex. In trying to
malke them understandable, I have deliberately oversimplified them.

But I have done this in order to indicate to you an avenue of
approach that ought to be pursued by any organization we set up.

The great problem confronting Congress is how to write into the
bill the fundamental requirements necessary for success. If Congress
doesn’t do it directly, they ought to hold up appropriations until
they have, through discussion with the executive branch, brought
about the desired end result.

I have tried to touch on some of the high spots of this problem that
I think important enough to be brought to your attention. I am at
your service in case you wish to ask questions.

I testified at much greater length before the Foreign Relations Com-
mittee of the Senate, but here I have tried to hit only the high spots
on the assumption it would be for the record and you could get the
balance by asking questions.

Chairman Earon. Thank you, Mr. Brown.

As usual you have been most illuminating in the presentation of
JOur views.

Would you tell us why England is in such dire necessity, as com-
pared, for instance, with the others? You named two countries there.

Mr. Brown. I think England is in very difficult circumstances,
because she has 48,000,000 people, which is just about the same size
as western Germany, and with her land, she can feed only a portion
of them.

There are about 28,000,000 people in Great Britain that cannot be
fed by the present productivity of the soil. I think if she changed
her agricultural processes she might be able to get that down to
perhaps 20,000,000 that she cannot feed.

England has always had to buy food and raw materials from
“abroad, convert it into manufactured goods, sell those goods abroad
or sell services like, for instance, shipping or banking, to pay for the
food and raw materials she needs.

The war has cost Britain a great part of her foreign trade. She
had to convert to war plants even more than we did. Her foreign
trade has been disrupted entirely. The loss of some of her foreign
investments and the disruption of some of the trade abroad has put
her in a most difficult position.

When the end of the war came and Britain began to convert from
wartime manufacturing to peacetime, she thought of course that in
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a couple of years or 3 years she could get back where she could buy
her food and raw materials with the exports that she manufactured.
It was for that reason she borrowed from us $3,700,000,000.

The fundamental fact, however, is that at the same time she started
to reconstruct her industries, she adopted a program of socialism.
Instead of putting first things first, she put last things first. She
spent a lot of money on housing that perhaps at that time she could
not afford. She spent a great amount of money on increased benefits
for social security, which were good in themselves, but only if you can
afford them.

She tried to maintain a standard of living for people which she
could not pay for. She did a good many things that did not consist
of putting first things first.

For example, in 1945, I talked to M. Goot, the former Finance
Minister of Belgium. That was after VJ-day. I asked him what
Belgium proposed to do because we had a factory there. He outlined
a program which was very simple. He said the first thing Belgium
should have is timbers to fix up the coal mines to dig coal so they
could get the power plants operating, so they could get the factories

oing.

. Egery one of the 12 steps he outlined was of that simple, funda-
mental character, where production was the essence of what they
were going to have if they were going to eat.

In England they did the opposite.

I think that is unfortunate because the $3,750,000,000 is gone, they
still are not able to make enough exports to buy their food and raw
materials. If they do not get help from America they are going to
have to cut their per capita consumption of food from 2,700 calories
a day to about 1,700. They are in a desperate fix.

However, take, for example, the coal. At the very time they
should have been digging coal to their utmost they went to a 5-day
week. I think the 5-day week is the right length of week if you can
do it and if you can produce enough to pay for it. Hewever, in
England they needed desperately to increase their coal production
from 200,000,000 tons to 250,000,000 and going to a 5-day week was
the wrong thing to do at that time.

Secondly, they failed to offer their miners the right kind of an
incentive to dig coal. |

I recommend to the people in Great Britain that they offer a blue
coupon for every extra ton of coal dug during the week and a red one
for every extra ton dug on Saturday. I then said,*Takesome of the
$100,000,000 American loan, buy some consumer goods and gadgets,
such as the miners’ wives and daughters have not seen for 10 years,
put it in the cooperative stores, and say to these people, ‘ With these
coupons and your shillings you can buy some of these things, food,
clothes or gadgets, and nobody can buy them without these coupons.””’

I said, “Whereas the Government cannot make the miners work
at the point of a bayonet, I will guarantee you their wives and daugh-
ters wiil get them to work on Saturday.”

Now, Sir Stafford Cripps did not agree with that. He said that
was contrary to the long-range socialistic objectives, and they did
not want to offer one group of people anything they could not offer
everybody. He called it “equality of sacrifice.”

I said I thought it would result in equality of migery for all of the
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people of Great Britain because unless they could get something to
eat, they were going to get awful hungry.

That 1s the essence. I think we must help Great Britain, but I
think it would be silly for us to ship a billion dollars worth of co
to western Europe where we cannot get paid for it. '

England has the coal. If she would work 6 days instead of 5 she
can increase her production by at least 30,000,000 tons a year and if
she offered an incentive she could get back to 250,000,000 tons and
with that she could again sell to Europe and get paid for coal in many
things she needs.

I think we ought to make the export of coal one of the conditions
to (f}reat Britain, as to what she is going to do to help Europe get on
1ts feet.

I would say she could do either one.

If we must both feed England and ship coal to Europe, I think that
is more than our share.

I would induce England, by the way in which we stipulate the
conditions, that she do her share. I would also do that with other
countries. I think we can make those conditions very well, and I
think if we are wise in the way we stipulate them, that we can use
them as incentives to get a lot more production and that is the only
thing that is going to enable Europe to get on her feet.

Chairman EaroN. Your idea was to have a much larger proportion
of these funds go to England than any other country over there?

Mr. BRown. Noj; I would not say that. I would say that probably
from my viewpoint the place where the most funds are needed in the
beginning is in Germany. Germany has been terribly destroyed.
I think it was rather ironical that I, who had helped purchase
$45,000,000,000 worth of guns, tanks, and ammunitions with which
to destroy Germany, was asked to go back and make suggestions as to
how we could put Humpty Dumpty together again and back on the
wall. However, it is plain to me that wholly aside from how we might
dislike Germany, that she is the key industrial center, and the Ruhr
is the heart of Europe. I think coal production there in the Ruhr is
the essence of it. I would use food as an incentive to the miners of
Europe to get production up to prewar.

I would do every one of these things, not from the standpoint of
trying to do good to others or to save people from starvation but as a
cold-blooded method of getting the economic machine working so
that these people can support themselves, get off the backs of the
American taxpayers, and fit in with our basic, self-interest in the
world problem of economic and political strategy that confronts us.

Chairman Earox. What would you say about the deadline of the
Ist of April? Supposing we went over that, what would happen?

Mr. Brown. Well, I think that if we could have functioned last
April it would have been better, but I do not think there is any such
time element as that which will either make or break us. 1 think
we are making a decision and a very basic decision that is one of the
most important we have ever had to make next to the one of actually
entering or waging war. I think we will be involved in this problem,
not for 1 year or 2 but 5 or 10 years. I think we are entering on a
lvlg)v}lg-t,o.rm objective which as I stated is either to prevent or win World

ar 111.

I think therefore it is much more important that we get our prin-
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ciples and our policies right, than that we get them at any certain
time.

I think it would be better to have more interim aid if necessary. I
don’t see why it is necessary but I would rather have that than to
make a mistaken decision in a hurry.

Chairman Earon. You would not inflict the interim-aid problem
upon this committee again, because we would certainly cease to exist
as human beings.

Mr. Brown. I would rather do that than make an improper de-
cision. We are making a basic decision and we should get to the
realities and get set to handle it properly.

This problem is one of how to get the economic machine working.
I do not care how much money you dispense like manna from heaven,
you will not get the economic machine working over there. You must
do it in an intelligent way.

Chairman EaToN. Mr. Jarman.

Mr. JarmMaN. Mr. Brown, I wish to thank you for this book. I am
looking forward to reading it with a great deal of interest.

Mr. Brown. Thank you.

Mr. Jarman. Coal production has improved considerably in Eng-
land in the last 6 months.

Mr. BrRown. It has improved some.

Mr. JarMaN. Is that due to the imminence of the Marshall plan?

Mr. BrowN. When you say it has improved considerably, let us
get that clear: Prior to the war, England produced 250,000,000 tons
of coal a year. At the rate they were running this summer they were
producing about 180,000,000 tons a year. The improvement since
summer has been in the magnitude of about 20,000,000 tons. In other
words, they produced just under 200,000,000 tons this year. So
when you say it has improved considerably, it is 20,000,000 tons.

Mr. JArmaN. That is not good.

Mr. BrowN. The reason coal production is low in Great Britain is
because they made a basic mistake during the war of taking the miners
out of the mines and sending them into the armed services. The coal
mines in Great Britain for a hundred years have been badly managed.
They paid the miners too little, and the working conditions were bad.
They were trying to have low-cost coal as a basis of the British econo-
my. That led them to the wrong kind of thinking.

When the miners went into the armed services, a good many of
them ate better than they ever did before. When the Government
discovered their mistake and asked the miners to leave the services
and go back, a great many of them did not want to go back because
they were eating better than they ever had in their lives.

Therefore they had a shortage of about 75,000 miners that were
unavailable at VJ-day. They did not do much about offering an
inducement to get the miners back because their whole idea was the
fetish that if they nationalized the mines that would cure the problem,
80, in my opinion, they wasted about a year or a year and a half
trying to nationalize the mines.

The problem of a great bureaucracy trying to take over and operate
thousands of mines was such a problem that they did not cure any-
thing. They made the situation worse. The miners have been
terribly disappointed that just because they got nationalization they
did not suddenly solve all these problems.
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It was only last spring that they went to the 5-day week—the end of
April. That also had been one of the things they had tried to obtain
and very rightly, for many years, but it was at the wrong time.

The Government then went out and tried to enlist people with
mining experience to come back. Up to the time 1 was there, they
were just getting started, and that was in early June, and in August
they had about 27,000 miners go back to the mines. That helped
the situation. Today they have about 40,000. They are not back to
the prewar level of miners yet.

As I told Mr. Bevin, who is a labor leader himself, and a praectical
fellow, if you give these miners an incentive and give them something
they can buy with the money you will have a much better chance of
getting them back than you will with oratory.

They have some problems but I think Sir Stafford Cripps feels that
in 1948 they will be able to export 6,000,000 tons of coal. That is
not very much coal compared to what they could if they worked a
6-day week and gave the miners an incentive.

Mr. JarmAN. They are still on a 5-day week?

Mr. Brown. They are still on a 5-day week. They have tried to
work an extra half hour in some mines during the 5 days. There are
some few mines where they give the miners the option of working on
Saturday and some few of them work 4 hours on Saturday. The
miners say, ‘“What is the use of working? The minute I make more
pay they take it away in taxes.”

Secondly, all they have is a ration card, and all you can buy with
the ration card—you can take about 3 days’ pay and since you can’t
get any more in the stores, they don’t see why they should work.
They would rather go to a football game.

Unless they get something for their work, they are not goingto
dig coal, they are no different than you and I.

I do not believe you will get the results unless you give them an
incentive.

Mr. Jarman. Is the objective for next year 210,000,000 tons?

Mr. Brown. Different ones testify a different amount but as I say,
if they get a 5-perdent increase for 1948, I should judge that was
about what Sir Stafford Cripps’ objective is and out of that 10,000,000
he wants to export about 6 and put about 4 more back into the indus-
trial plants of England.

Mr. JARMAN. A 5-percent increase would be 210, would it not?

Mr. Brown. That is right, about 200 to 210.

Mr. JarMAN. Are we still operating on the Morgenthau plan in
Germany?

Mr. BrownN. Yes, the Morgenthau doctrine of trying to convert
what is left of Germany into an agricultural nation is the basis of our
Yalta and Potsdam agreements and the Directive 1067. While our
Government last year issued a new directive, and corrected some few
of the things last fall, it was only what they could correct within the
basic policy.

General Marshall’'s statement about dismantling plants, that he
made yesterday, was fundamentally made because he is tied to the
Yalta and Potsdam agreements in his viewpoint, and while Russia
has completely thrown them overboard, we are still trying to go along
with them.

Irrespective of whether that may have been desirable emotionally
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or whether it was the wish of the American people, I think we can say
economically you cannot get the German economic machine function-
ing as long as those basic policies prevent it from functioning. You
must get down to fundamentals to get it started again.

That was what I outlined in my report to General Clay last sum-
mer. I think it is simple and fundamental. We went down one
road, we got ourselves out on a limb, and then Russia prevented the
unification of Germany and prevented even the Morgenthau doctrine
from functioning.

Here we are across the fence with one part on one side and one on
the other, with Russia pulling one leg and the economic forces the
other, and we are in a most difficult dilemma.

I say in spite of some of the niceties we better get off the fence, take
Germany and integrate 1t, in the western part, and get it on its feet.
You cannot make the Marshall plan work unless you do.

Mr. JarmaN. I thoroughly agree with that position.

Now you said that if we did certain things they might revise their
needs downward. I believe you meant the other countries.

Mr. Brown. That is right.

Mr. JarmaN. We have revised the Paris report down considerably,
have we not?

Mr. BRowN. Yes.

When 1 was in Geneva in July, I had breakfast with Will Clayton
and he had just gotten the preliminary report on the Paris Conference.
I went over it with him then and I said immediately, “That is a sum-
mary of their needs as they look at it, predicated upon their going
about vastly increasing their durable goods industries.”

It included France doubling her steel industry.

The only method through which they could approach the problem
from their standpoint is to say, “If we can do all these things, and
considering what we can import and what we can export, you have a
deficit balance of trade.”

They added up the deficit balance of trade for the 16 nations
and presented the bill to Uncle Sam.

I said to Will Clayton that I did not think that could be a budget
which we could accept or which would work. I said that was a
market survey, if you will, of the magnitude of the problem as they
see 1t.

I was in these countries where these conversations were going on.
Most of their basic premise was that we were going to do this by
grants-in-aid, lend-lease, or gifts. I think if we accept that report as
the budget for our organization we are going to be undertaking some-
thing which I think is too big a problem for America to undertake.
I think it is the wrong approach. I think they are sincere in the
magnitude of the problem but their plan involves building electric
power plants at a rate faster than we ever built them in America.

I don’t think they can do it as a practical matter and I don’t see
why we should pay for it if they did.

In other words, if we change our premise and say, “We accept this
report as the broad basis of what you think is the problem,” and then
send an administrator and organization to get them together as a
whole and say, “Now, let’s get down to brass tacks. We will take
your proposal but we want to see what are the essentials,” I think
you will find some of these countries will need no help at all.
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#¥ I can’t see why Ireland would need help and I can’t see why Belgium
and Denmark should.

I do not see why Sweden and Norway need so much help at this
time. Certainly Switzerland does not.

I talked to some of the top men in Switzerland who were bankers
and on boards of directors in corporations in Italy and they said,
“If 1taly had a good wheat crop, she would be three-quarters of the
way out of the woods,” and they felt that in 2 years Italy should be
on her feet.

France is almost entirely a problem of money, which is now being
taken care of to some extent. The other situation is the wheat crop
and conditions in Europe show a promising wheat crop which may
change the picture somewhat in France.

When it comes to some other things in this report, such as doubling
the steel industry, I think France has a legitimate right to try to
double it but I don’t see why our Congress should appropriate money
to do it. It is a profitable mndustry. It should be able to sell goods
at a profit and be able to amortize its cost. I told M. Chauval, head
of the Economic Foreign Office, on this subject, that I saw no reason
why industrial people should not put up part of the money and the
French Government put up part of the money. I saw no reason why
the International Bank should not make a part of the loan. It is
something the International Bank is supposed to do.

If we have to take 5 percent of the balance in order to get the pro-
gram going from appropriations from the ERP, I don’t see why we
should not be paid in francs and with these francs buy French in-
dustrial securities, and bring them back here and dispose of them
when Europe has been restored and there is greater confidence in the
country.

Mr. JaArMAN. 1 cannot conceive making any grant to Switzerland.

Mr. BrowN. That was being talked about when I was over there
but I do not think it is in the statement.

Mr. JArmAN. Isn’t it well to have those countries in on this co-
operative effort?

Mr. BrownN. Yes, but you do not have to bribe them. They are
just as much interested in stopping the spread of the curtain as we are.

Mr. JarmaN. I imagine Switzerland can also contribute.

Mr. BrowN. Yes, and so can these other countries. However, I
think we should put first things first and they should be incorporated
in our agreements with each country and with all 16 countries. When
it comes to what should be done first, we need incentives in the Ruhr
to get coal dug; we need incentives to get coal dug in England.

We need wheat in France for 1 year; we need wheat in Italy for this
Crop season.

You can make a list of 10 or 15 things that are vitally essential to
get this thing going. A lot of these other problems will be a long time
in working out.

Mr. JarmMaN. That report that you looked over with Mr. Clayton
at breakfast, what was the amount of that?

Mr. Brown. It was up around $28,000,000,000, and then they and
we reduced it to $17,000,000,000.

From my standpoint I think it is a mistake to accept any such
figure as though we had a budget worked out and that we knew just
what we were going to do.
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If I were a Member of Congress and could, I would appropriate
$3,000,000,000 or $4,000,000,000, not with the idea that that was
enough but that that is something to start with. I would get my
organization set up, which I think is the most important thing. I
would get the policies prescribed and I would go to work.

It would probably take 6 months to get men and the organization
going. It would be a year before your operation gets really going as
it should. Our experience in the war tells us that. You cannot create
organizations like this overnight. I think the important thing is to
decide whether we are going to try to do this job; second, what policies
we are going to follow; third, what kind of organization we will have;
fourth, the kind of men we will have in it; and then appropriate some
money.

| tﬁrink 1t 1s unfortunate that we said we had to have $6,800,000,000
or some other figure as though that was a mathematically correct
amount, as in the case of running a department of the United States
Government. I do not think it can be substantiated on that basis.

Mr. Javirs. However, you could not start out with no statement
of figures at all, could you?

Mr. Brown. We asked for some idea of what they thought the
problem was, and they did. We know something of the outside
limits, as to what it is. However, I am sure that if we operate this
properly when we end up, 5, 6, or 7 years from now, it will cost us less
than these statements we are talking about because they were made
in the darkest days of 1947. Already recovery is changing the picture
in some places and I am sure that if we have practical realists in charge
of this operation and we take it step by step as we go along, we will
accomplish our objective with a lot less money than we are talking
about now or they were talking about last summer.

Mr. Jarman. Thank you very much.

Chairman EaToN. We have another witness coming, but Mrs.
Bolton, do you have any questions?

Mrs. Borron. I am very deeply interested in your picture of the
situation as you see it.

You say it will take so long to get an organization together, and
then we will not get going for a year. What will happen in the
meantime? .

Mr. Brown. I think with what organization you have, you will
make a few fundamental policy decisions and take a little action on
some fundamental necessities, such as wheat for France. Those
decisions are relatively easy to arrive at. You know the necessities;
you can appraise them and the method of distributing wheat in France
18 already organized. The French Government buys a million bushels
of wheat, they sell it to the millers, who grind it into flour, the bakers
get it and make bread, which they sell to the people.

France can pay for a million bushels on that basis. You can take
action on those. I think that is what can be done. Taking first
things first, they will take the emergency action.

Mrs. Bouron. The situation in Austria would be very acute.

Mr. Brown. I think you will have some further emergency action
and it will be more or less a continuance of the emergency type of
relief in the beginning but I know the problem of getting men and
analyzing these things, as far as some of the longer-range problems
are concerned, it will take more time.
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Mrs. Bouron. In the matter of banks and loaning, you say you
want to reverse the ratios. I understand that Mr. McCoy has made
the statement that the bank has some money and that they do not
propose to make any loans under that program.

Mr. Brown. I don’t believe Mr. MeCloy said he did not propose to
make any. I think he said he did not propose to make any fuzzy
loans, or that he did not propose to use it for relief loans. In other
words, the International Bank is limited to making sound loans that
cover a longer period of years than most commercial banks can loan,
and in places where the risk is greater than normal bank loans would
cover. That was his purpose.

I believe if you get the rest of this thing organized in the right way
that the International Bank will be able to sell additional securities,
to make additional loans of the proper kind.

Now the kind they could make would be the kind where they were
increasing the steel capacity of France. That is a profitable industry.

Mrs. Bovuron. At that point, you spoke of the steel capacity of
France being increased. Where does France get her raw materials?

Mr. Brown. France could only increase her capacity, in case the
integrated organization of western Germany had the power to assure
France of a long-term coke supply.

In Germany before the war, Germany had 20,000,000 tons of steel a
year capacity. France had 6,000,000 tons capacity and, of course,
when the war came she found herself at a great disadvantage.

We destroyed about 6,000,000 tons of Germany’s steel capacity
by bombing. That left her with a possible 14,000,000. She is
operating at 3,000,000 tons now and in a year or two, given some
kind of a program as suggested, could get to 6,000,000. That would
put her about level with France, but with the possibility of going to
say, 12,000,000 tons in the course of several years, 5, 6, 7, 8, or 9 years.

France wants to double her capacity from 6,000,000 to 12,000,000

tons. She has the iron ore to do it but she needs the coke supply.
She wants international assurance of a coke supply. I think we can
give it to her under an integrated western Germany operation.
~ Mrs. Borron. Do you think we can insure getting British coal
into western Germany?
_ Mr. Brown. I do not think Britain needs to be urged to send coal
mnto Germany. If Britain supplied the rest of western Europe with
coal, we could declare a moratorium for a year on the coal exported
from Germany. Germany exports about 12,000,000 tons now.

Mrs. Borron. Would you recommend having Britain supply west-
ern Europe before she exports anywhere else?

Mr. Brown. I believe she will export to western Europe in good
proportion.

Mrs. Boruron. Thank you very much.

Chairman EaroN. Mr. Merrow.

Mr. MEerrow. Mr. Brown, on page 8 of your statement, you said
that you favor getting 270,000,000 people of western Europe on their
feet, because it was necessary to create a balance of power that would
stop the spread of the iron curtain westward.

Then on page 12 you said that the spread of the iron curtain to the
west is the same problem as confronted us with Hitler and his Nazi
gang,

Mr. Brown. That is right.
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Mr. MErrOow. My question is this: If we go along with this pro-

m, get these countries on their feet economically, how will they be
able, after that is done, to resist the Soviet Union from a military
point of view any better than they are today?

Mr. Brown. I think the problem there is first, economic. If you
get, these people to have enough to eat, west of the curtain, so that
they have hope, if you give them some backing, as we can with the
Marshall plan, so that their leadership will have the courage to risk
their lives in conducting this fight, I think you will solidify those coun-
tries, and with their industrial potential built up, western Europe
would have more steel capacity than Russia.

I think Russia, who wants to spread, just as the Nazi gang did,
will look at what happened to Germany in two wars and will not be
very anxious to start a third one. I believe that Russia has military
power today to spread to the west if she wanted to take the long-
term risk. I do not think we could stop her. I do not think when
you get 270,000,000 people there, that purely from the standpoint of
the number of men under arms, that it will be enough to stop them,
but I believe it will be a great moral deterrent to prevent Russia from
spreading westward and I think as that develops some of the satellite
states that are now under the iron curtain may wiggle out and get to
the west. That is the hope.

I do not believe you can get a balance of power, only in armed
men, but I think you can in terms of economic might, moral courage,
and the type of united front that makes it dangerous for someone
to start something of this kind.

Mr. MErrow. It is hard for me to see how this is going to be a great
moral deterrent, because certainly in the period of 4 years, even though
their capacity to produce steel has increased, they will not be in a
position to destroy the Soviet Union in a military way.

I use 4 years, because the Marshall plan is for 4 years, and the
President's Air Policy Commission has set 1953 as ‘“A’’ day or ‘“Atom
day,” and it occurs to me that the countries will be greater prizes for
Soviet aggression at that time than they are at the present time and
if we go along with this program without being fully prepared, pro-
ceeding on another program of foreign policy, we would be throwing
our money away in this program.

Mr. Brown. You say if we go along without being prepared. I
think we must be prepared in the right way, as the first premise of
our foreign policy.

Let me put it to you the other way. Let us say we must choose
one or the other, and we choose to be prepared, would you like to
have the 270,000,000 people in western Europe in economic chaos,
and taken over by Russia without her necessity of going to war, and
then if we had to start defending ourselves, what is our strategic
position?

I would rather, if we can do it at a realistic cost, to have that 270,-
000,000 people on our side. They may not be able to defy Russia
but I would rather have them on our side with some hope, and the
iﬁarting point of some allies, than I would be willing to do without

em.

Mr. Merrow. If we go along with this program, without, for
instance, air supremacy, or an all-powerful air force, then we are
making a tremendous mistake.
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Mr. Brown. I agree with you.

Mr. MErrow. In the next 4 years, it will take from $12,000,000,000
to $16,000,000,000 to make us the first air power in the world. I
think first it is preparedness and an effort to improve these countries
to preventithe spreading of the iron curtain. 1 think the giving of
aid would stop the movement of the iron curtain but there is another
principle in Russian foreign policy and that is military agression and
I believe if we do not prepare ourselves, and particularly in the air
as well as other ways, how are we going to accomplish our objectives,
because these nations can be seized overnight after they have been
enriched.,

Mr. Brown. I agree with you. I think your first premise is a
powerful means of defense and I would put air at the top of the list.
But out of the $11,000,000,000 we are spending for military defense,
from my experience as an adviser to the Chief of Ordnance during the
war, I would go through it and try to save some of the money we are
spending on idle manpower driliing with antiquated small arms in
order to concentrate spending on research, atomic warfare, air war-
fare, and the type of preparedness that can meet the war of the future
and not the war of the past.

There is no question in my mind but what there is no substitute
for our own military preparedness of the right kind. However, I say
the Marshall plan supplements it, it gives us 270,000,000 people in
western Europe I would rather have with us than against us and more
than that you must have some bases if you are going to make use of
your air power in your atomic war.

Now, you have been on these committees and I do not want to talk
too much about the bases from which to deliver the message to Garcia.
You know what I mean and you better think ahead of where you are
going to have bases and whether it is better to keep them now than
to be compelled to recapture them later.

Mr. Merrow. I am glad to hear you say that.

I have just one thing more.

In order to get this 70-group program in 1952, we should appropri-
ate during the remainder of this fiscal year, $500,000,000 for the Air
Force and $6,000,000,000 for each fiscal year thereafter, to get that
70-group program with the proper reserves.

Do you not think it would be much wiser to scale down the proposed
appropriation for the Marshall plan and put it into that Air Foree so
we would have that force to protect the investment we are making
here in western Europe over the same period of time?

Mr. Brown. I have not studied in detail the proposal for the air
forces of 70 groups so I could not express an opinion on that and I do
not know how much should be taken out of our other military appro-
priations. I would certainly like to indicate the desire to scale down
our expenditures for aid to Europe to accomplish the realistic objec-
tives in the Marshall plan.

I say I do not think it will take as much money as $17,000,000,000
and I would start on that premise. I think that goes along with
your premise that some of this could be utilized for something else.

Mr. Merrow. I am glad to have your opinion on that.

You certainly stated the Russian situation very realistically, and
being in complete agreement with a strong air force is very helpful

George C. Marshall Foundation, Lexington, Virginia




FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1033

because In my opinion that is the only thing that will prevent this
Third World War of which you spoke.

Mr. BrowN. Are there any other questions?

Mr. RicEarps. Mr. Chairman, I did not hear the greater part of
the testimony of the witness and 1 therefore will not ask any questions
but I shall read his testimony with great interest.

Chairman EarToN. I am sorry you were not here, Mr. Richards,
because 1t was one of the most instructive and fundamental bits of
testimony that we have had, I think.

Mr. Javirs. Mr. Brown, I noticed in the last sentence of your
statement entitled ‘“Basic Statement on Europe,” you say:

It is high time we quit seeing ghosts. Western Germany is economically, and
therefore politically and militarily, irretrievably tied to the West.

Now, do I understand it to be the fundamental basis of your
thinking on this whole problem, that that point is a fact?

Mr. Brown. 1 would say so.

Mr. Javits. Would therefore all your thinking have to change if
that proved not to be a fact?

Mr. BrownN. Do you mean if Russia actually moved in and took
western Germany?

Mr. Javits. If all western Germany chose to ally itself with Russia?

Mr. Brown. Yes. 1 think such a basic premise would require a
reappraisal of the situation.

Mr. Javits. Being a prudent businessman and having served with
the Army, would you say we should have an alternate plan? In
other words, we should not go all-out on the theory that your thesis
of western Germany as a buffer against the U. S. S. R. is alone correct?

Mr. Brown. 1 think if your basic premise basically changes you
must reappraise the situation and have a second plan. To the extent
you can do that in advance, that is fine.

Mr. Javirs. 1 think we agree on that, sir.

Now, is it a fact that it has been charged right along by many
people that German aggression in World War 11 was at least to some
extent the result of rebuilding after World War I, first with the aid
of United States loans, and second with the aid of investments by
United States private investors in Germany?

Mr. BrRown. I think there was a minor portion of that. I remem-
ber some buildings in Germany that were built with American loans
but I would say that over the period of some 20 years it was a rather
minor factor in building her war machine.

Mr. Javits. Did we do anything in that intervening period, once
the turbulence of the immediate postwar was over, to suppress
German industrial activity?

Mr. BrowN. No, I don’t think we did.

Mr. Javirs. And the end result was World War I1.

Mr. BrownN. I don’t know whether you would say that was the end
result. It was primarily a result of the rise of Hitler. 1f Hitler had
not come up, the mere fact that we did not make loans or repress in-
dustry, you wouldn’t have had a war. I had a company in Germany
and 1 went there in 1931, and 1 watched Hitler coming up and I
decided to get our company out of Germany. We got out of there 1
month after Hitler came in with the last of our marks in the lining of
the raincoat of our manager when he came out. I went into England
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and said, “If Britain and France don’t do something with three or
four divisions to bump this Hitler off, you are going to have World
War I1.”

I do not think it flows from our loans or reconstruction under the
Dawes plan or whatnot, nor to the fact that we did not replace industry.
I think you have there one of those fellows like Napoleon, a product of
the times that furnished the leadership and I don’t think you would
have had what we had if you hadn’t had that leadership.

Mr. Javits. Is it not a fact that Hitler won an election by the vote
of the German people?

Mr. BrowN. He won several of them.

Mr. Javirs. He won it in 1933. He did not seize power.

Mr. Brown. That is right.

Mr. Javirs. Germany made war with steel not with Hitler alone,
and there was industrial capacity in Germany with which she made
this great war.

Mr. BRowN. There was before World War 1.

Mr. Javits. Before the time came to make this great war, World
War 11, they had the industrial capacity.

Suppose we rebuild Germany as you suggest, and they again have
great industrial capacity—let us say 12,500,000 tons of steel or what-
ever the top objective 1s, and then they thumb their nose at us and
say, ‘“Now that we have all this we will take up with the Russians
and we will finally lick the world ; something we have not been able
to do on two previous tries, but we think we can do it now,” then
where are we?

Mr. Brown. I started my report with the basic premise that one of
the things we had to do was prevent the rearming of Germany and I
outlined a program of how we could prevent Germany becoming a
military nation.

Without going into the details of that now, I say in the absence
of Russia taking over by military might, I think we could control
and prevent Germany from just thumbing her nose at us. However,
if Russia takes over by military might, then the basic premise upon
which I operated disappears. If Russia begins to march to the
North Sea and puts air-borne troops in the capitals of Europe and
whatnot, then our basic situation changes and we have a different
problem.

Mr. Javirs. Is not your basic situation changed also if the Com-
munists win an election in western Germany just as Hitler won an
election in 19337

Mr. Brown. I would not say that is the case. I would say there
are various degrees of socialism ‘and communism, and I doubt very
much whether there could be enough power in either France or
Germany, for the Communists to take over.

Mr. Javirs. I want to give you an anecdote which leads me to
think you are not right.

Along with certain members of the Herter committee I went to a
coal mine outside of Essen, and we interviewed, together with the
management, I think nine members of the workers’ committee, and
of those nine members—think of it, in the presence of American
Congressmen, about eight of us—of those nine workers, seven stated
directly that they were Communists. They just said s0. This was
one of the biggest coal mines in the Ruhr.
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Now, that sort of gave me and some of my colleagues a rather cold
bath, because if we are going to rebuild Germany, in accordance with
the ideas you have, and then we are going to find that Germany’s
national outlet for its heavy industry is Russia with its enormous
granary and its hold on eastern Germany, then we will really be up
against a combination that we will not be able to beat, and of course
we hope it will never be necessary to figure this way, as we were able to
beat the Axis in World War I1.

Mr. BRown. However, I do not believe nine miners is a criterion
of the situation. I think you can go into some of the mines in Penn-
sylvania and find nine Communists right there.

Mr. Javirs. There were some 3,000 workers in the mine, and the
nine were their spokesmen.

Mr. BrRowN. You can find them in the automobile unions in
Detroit.

Mr. Javits. They just came out and said boldly that they were
Communists. :

Mr. BRowN. Our people said that France would not bring the
French zone into an integrated plan of western Europe and the
reason was the French Communists had too much power politically in
France. That was one of the basic premises I had presented to me
when I was in Germany, and I had to go into France to find out.

I sent an international labor leader I had known who had talked to
the labor leaders in France. When I talked to M. Chauval of the
Foreign Office in France, I' told him I thought we ought to start our
conversation with a fundamental statement about the Communist
power and that was that while 6,000,000 people had voted the Com-
munist ticket in the last elections in France, the Communist leader of
the French Communist Party himself said he only had 450,000 Com-
munists he could count on and that if they started marching he
doubted if he could get more than 300,000 or 400,000; therefore they
could make some trouble in France, they might cause the Government
to fall, but they could not take over power in France, that the rest of
these people were Frenchmen first and Communists second.

I cite that because in my interview with mine managers and labor
leaders—and I got in a room alone with these people, and an inter-
preter, when I talked to them, and it is my impression sincerely that

_ they are so afraid of the Russians taking over that there are very few
‘people in Germany that would like to have it.

They might like to be Communists or Socialists on their own in
Germany but they do not want to be taken over by Russia. I do not
believe they are going to unless it is done by force. Therefore I agreed
with your statement that if Russia moves in by force, then the basic
premise changes.

Mr. Javits. My statement was twofold, Mr. Brown; first, that
Russia was capable of moving in by force; and second, that western
Germany was capable of voting Communist and accomplishing the
same result.

Mr. Brown. I think she could but I do not believe she will. I do
not believe Russia will move in by force for 3 or 4 or 5 years. I could
be wrong on both of those points and you could be right, and then
we would have to change the premise.

Mr. Javirs. If we strengthen German heavy industry are we not
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contributing to that danger? It may be what the businessmen call
a business risk but are we not contributing to that danger?

Mr. Brown. What is your alternative? Your alternative is to do
nothing and then what do you contribute to the danger? 1 say the
danger is greater to have the economy of Germany fail to function,
to have the rest of Europe and the Marshall plan fail and have the
people eat less and have starvation and chaos. I think there is a much
greater risk of having that happen.

It is much more likely that Russia can take over by indirect means
and not be forced to go to military means. I am sure there is a risk
but T think it is the lesser of two risks. We are on the horns of two
dilemmas where the risk is great and you must take the best judgment
a8 to which risk is less.

1\2[11-;? Javirs. Did you not say western Europe lacked consumer
goods?

Mr. Brown. That is temporarily true. That is the reason the
money will not function, -

Mr. Javits. You mention consumer goods as an incentive?

Mr. Brown. That is right.

Mr. Javits. Suppose the impetus in western Germany were given
to consumer goods rather than heavy industry?

Mr. Brown. If you read my report you will find one of the first
things I recommended was additional food supplies brought into the
85 stores of the mining region in the Ruhr and the offering to the
miners themselves, coupons for food for themselves and families,
that would give them a real incentive to dig coal.

I talked to seven mine managers and the leaders of some of the
workmen’s committees and T am quite sure that that kind of con-
sumer-goods incentive applied at that particular point would get coal
production up faster and within 15 percent of prewar within 6 months
and I think that would then be the means by which you get power
plants running and with the power plants running not 15 percent but
50 or 60, you get factories going. .

Mr. Javirs. Germany used to export, according to the figures in
your book, and they are pretty generally accepted figures, somewhere
in the area of 40,000,000 to 45,000,000 tons of coal a year, in a normal
prewar year.

Mr. Brown. Yes, in 1937 she exported about 52,000,000 tons.

Mr. Javirs. So if she got up to within 15 percent of that production
she would be exporting in the area of 40,000,000 tons a year?

Mr. Brown. Yes, except that you have quite a bit of that coal—
these total German figures include parts of Germany now under
Poland and Russia, and I do not know what those total figures were
in the eastern portion. 'This is not all from the western portion.

The quantity of coal from the east, which is the Soviet brown coal
used for heating, I think ran into quite a bit of tonnage, whereas the
coking coal from the Ruhr, which went into France, Belgium, and
some of the other countries, had a higher value but not so much
tonnage.

Mr. Javirs. Now materially increased exports of coal from the
Ruhr would also serve to take the Germans off the backs of the
American taxpayers, would it not?

Mr. Brown. Yes, and I do not for a moment suggest that Germany
should not resume her exports along with Britain, to the other coun-
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tries of Western Europe. I say if we declare a moratorium for as
much as a year, this 12,000,000 tons that Germany is now exporting,
is a means of getting factories going, then you can get steel for the
railroads and then you can get machinery made to fix up other
factories.

It is a temporary thing I recommend but certainly Germany should
again export coal as soon as she gets rolling.

Mr. Javirs. Would it not be a good hedge, however, to build up
this French steel production, even if we had to finance it?

Mr. BRowN. One of the things I discussed with the Foreign Office
in France was that I thought we would agree to doubling their pro-
duction. The only question I make is why we should appropriate
money from Congress to do it. I say, perhaps take the last 10
percent of it.

Yes; I think it is a good hedge to build up that steel capacity in
Belgium and France. You cannot do it, however, unless you have
enough military control of an integrated western Germany so that
you can assure them of a coke supply, do not forget that.

Mr. Javits. Thank you so much.

Chairman Earon. Thank you, Mr. Brown.

LeT's GET GERMANY OFrF Our BAcCk
By Lewis H. Brown, chairman of the board, Johns-Manville Corp.

(Here is presented the viewpoint of an American industrialist who made a special
study of Germany at the request of United States occupation authorities. Mr.
Brown’s report, of which this article is a condensation, has been presented to
President Truman, the State Department and the War Department. The full
report in book form will be published shortly by Farrar and Straus)

Knowing that I had acted as a consultant to Lt. Gen. Levin H. Campbell,
Chief of Ordnance, from May 1942 to the end of the war, and learning that I was
coming to Europe on a business trip, Gen. Luecius D. Clay suggested that T spend
as much time as possible in Germany to get first-hand information as a basis for
a report on what should be done to get German industry on its feet and off the
back of the American taxpayer as soon as possible.

My approach to this problem has been from the standpoint of an industrialist’s
attempt to analyze the problem of a bankrupt company and to determine the
simple common:sense fundamentals necessary to get the wheels of production
turning, and the company on a profitable basis as soon as possible.

Germany is today bankrupt, and western Europe is threatened with bankruptey.
The comparison with a bankrupt industrial company is perhaps applicable. This
approach to the problem may, therefore, have merit. The real problem is to
bring about the economic reconstruction of western Europe as a whole.

My one regret is that, in dealing with a subject so controversial, there is bound to
be disagreement with any course of action recommended. From the enemies
of the American way of life, I have no hope of securing agreement. From our
friends who abhor all forms of totalitarianism, with its concentration camps
inseparable from a police state, I hope for tolerance and ultimate understanding of
the imperative need for getting together on a plan of action under which we may
minimize the threat to western civilization and preserve its priceless freedoms.

Not even a beginning can be made to a solution of the problem of western
Europe unless we Americans recognize and admit that the Morgenthau philosophy
(calling for the break-up of Germany into a series of subsistence farms), as dictated
by President Roosevelt in Quebee, the Yalta and Potsdam agreements, is predica-
ted on fallacies and has made impossible the accomplishment of the very objectives
which we all considered imperative.

We must also recognize that the four-power division of Germany, in view of the
attitnde of Russia, can never suceceed. We must therefore accept the present
partition of Germany as an accomplished faet at least for the present. This
means that in the American, British, and French zones in western Germany are
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48,020,000 people who cannot provide more than 50 percent of their food require-
ments.

In my opinion nothing can be accomplished in either Germany or western
Europe under the Marshall plan unless we in America announce with the utmost
clarity an entirely new policy for the revival of Germany which is at present the
cancer in the body politic of western Europe. That new policy must deal with
four aspects of the problem:

(1) Organization.—We must set up an organization to deal with this problem
just as we set up an organization under General Eisenhower and SHAEF to deal
with the problem of the invasion of Europe.

(2) We must give new hope to Germany and western Europe.

(3) We must use food in order to force the production of coal in both Great
Britain and Germany and use coal as a dynamic means to get industry going so
that with exports they can buy raw materials and food.

(4) Repayment.—We must provide in advance for a practical means of repay-
ment if we expect to be repaid.

Under such a policy our first objective should be to prevent restoration of
military power in Germany.

To do this, we must completely abandon the Morgenthau philosophy in favor
of a plan that from a practical standpoint can be maintained for 50 years or more.

Germany’s Army general staff and munitions plants and war materials indus-
tries have already been destroyed under the program originally outlined by the
United States General Staff. This called for (1) the destruction of plants and
dismantling and transference of these plants under reparations, (2) destruction of
the airplane industry of Germany and the prevention of the future development
of airplane manufacture, and (3) an inspection and control system small enough
to be maintained for 50 years by the Allied governments.

German militarism is dead, and the foregoing measures, if put into execution,
will keep it dead. It is time we quit fighting ghosts and got on with the real
business of getting Germany back on her feet.

Once it is determined that we must have an entirely new policy for western
Germany and western Europe, it will be necessary immediately to visualize a new
organization designed to see that the objectives of policy are obtained. We can
no longer delay action.

General Marshall expressed the hope that in the November conference (of for-
eign ministers) the Russians, having obtained their objectives of satellite buffer
States, might be willing to agree to the nnification of Germany. Few people in
Europe with whom I have talked have any such hope. My own belief is that
such chance is so small that we should not waste the intervening months but
should prepare now for a plan of action based on the assumption that the Russians
will not agree to unification at the conference.

Under the recent consolidation of the British and American zones, considerable
progress has been made. But we are still faced with the basic fact that there are
two administrations, two interpretations of policy, and two methods of making
policy effective. The French, of course, have so far failed to join in any unification.

INVASION PATTERN ADVOCATED

The problem of getting effective action that will assure the carrying out of a
restatement of policy is similar to the problem confronting the Allies when they
were planning the invasion of western Europe. The decision then was to desig-
nate a joint commander. General Eisenhower was selected.” Under his great
‘leadership and with the backing of the chiefs of state and the Joint Chiefs of Staff,
General Eisenhower built a pattern of integration and coordination in the SHAEF
staff that assured the success of the invasion operation.

When the Allied troops were battering their wayv to Berlin and the problem of
how Germany was to be administered was under discussion. General Eisenhower
advocated the use of the Allied SHAEF pattern for the administration of the
American, British, and French zones, believing that only through this demon-
strated method of coordination and cooperation could effective action be secured.
General Eisenhower was overruled by his commander in chief—President Roose-
velt. The resulting quadripartite division has multiplied immeasurably the
great difficulties of the past 2 vears.

It is my recommengdation that Congress, as a condition of appropriating funds
for the backing of the Marshall plan, instruct the executive departments of our
Government to secure the agreement of Great Britain and France to a consolida-
tion of the three zones under the same pattern of organization that resulted in the
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victorious invasion of western Europe by the Allied armies, and that General
Eisenhower, as a last service to his country before his retirement, be asked to re-
turn to Europe to reestablish quickly this pattern of organization and put at the
head of it an American—Gen. Lucius D. Clay—who is demonstrating a great
capacity and great knowledge of both the economic and industrial requirements
of this undertaking.

Lt. Gen. Sir Brian Robertson, who holds a similar position in the British zone,
should be General Clay’s chief deputy, and a representative of France should also
be designated as a deputy. Similar integration should take place throughout the
organization in consolidating the three zones, putting at the top in each category
the man best able to secure the desired results irrespective of nationality.

On the one hand, General Eisenhower should build an integrated and coordi-
nated military organization of occupation for the three western zones in Germany,
bringing together the military forces of America, Great Britain, and France to be
supplemented later by additions from other members of the United Nations.

On the other hand, General Eisenhower should use his great prestige in Europe
to help bring together an integrated and coordinated ecivilian economic organiza-
tion to deal with the economic control of western Germany under a.policy that
would place upon the Germans the responsibility for the administration of their
own political and economic destiny.

At the same time this coordinated pattern of organization is being developed
in western Germany, its civilian economic counterpart should be in the process
of development for western Europe as a means of making sure that the objectives
under the Marshall plan will be attained, and that any appropriations made by
the American Congress to implement the Marshall plan will not be dissipated or
frittered away in side-line activities that have no bearing on the primary and
vitally necessary objectives.

CIVILIAN STATUS PREFERABLE

In building this broader organization for western Europe, General Eisenhower
should act in a civilian capacity for whatever time is required before taking over
his new duties as head of Columbia University.

Given such an organization, our new policy and directive from Congress should
require that we first attack the psychological problem of Germany.

As I see it, during the past 2 yvears Germany has been like a mule which in
hauling a heavy cart has fallen down in the mud. Both the Americans and the
British have come along, unstrapped the shafts of the cart from the harness, and
pulled it back, leaving the mule still lying in the mud. Both the Americans and
the British have then themselves got into the shafts of the cart and attempted to
pull the load. This is an impossible task.

What we should do is to give the mule enough food while he is still lying down
to get some of his strength back, put the shafts back into the harness, hold out the
inducement of a large bag of oats in order to give the mule an incentive to get up,
and then with a vigorous push from behind get the mule on his feet and make it
clear that it is the duty and the responsibility of the mule to pull the cart out of
the mud. It will, of course, be necessary to help and perhaps even push, but it is
vitally necessary that the German people pull in the interests of their own
salvation.

This can be done by the following program, each part of which presents many
problems and difficulties but none of which is impossible of attainment.

The program for giving Germany new hope is:

Declare an end to the reparations of capital goods. That is, discontinue the
practice of moving whole factories out of Germany and into other countries as a

part of the reparations due them. .
11

Bring to an immediate and early end the process of denazification except for
the 80,000 top Nazis. Today the German industrialist is debarred, through the
extreme denazification program, from access to the best brains of Germany, and
therefore suffers from a severe shortage of technical, supervisory, and executive
help.

11

Permit the Germans to export by quickly untying the shackles that now bind
their hands and feet. These take the form of regulations prohibiting barter and
the making of contracts with foreign business firms. Also, I recommend that the

69082—48——66
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International Bank should provide for loans of foreign currency with which
German industrial firms may buy raw materials and send out salesmen and
engineers to secure export business. Also, we should eliminate the regulations
remaining from Nazi autarchy and ““Schachtism,” the red tape and bureaucracy
of the German Landerats (provincial governments) and the regulations of the
American and British military governments that prevent exports.

The system of ‘“‘Schachtism’ strangles private enterprise with controls and
red tape. It comprises the system of price control, wage control, profit control,
exchange control, foreign-trade control, rationing, quotas, priorities allocations,
special licenses required for even the most minor transactions, red tape, and paper
work barriers at a thousand points to that free flow of materials, men and money
which constitutes the very life of healthy trade and a vigorous economy.

Practically the whole apparatus of Schachtism is intact in Germany and has
been multiplied many times by the fragmentation of Germany into four zones
and twelve Linder (provineces) west of the iron curtain. Instead of one center
of “Schachtism’ in Berlin as in Nazi days, we have 16 little centers.

Iv

Invite the Germans to take part in the Marshall plan discussions on the needs
of Germany.
%

Proceed with the establishment of a central government for western Germany*
Simply to hold an election to permit the German people to select their first central
government by popular vote, in my opinion, would be a great mistake. The
The German people are not vet ready. 1 would therefore recommend that the
central government be established by having the economic councils that are now
representative of the German states, and the officials of the Landerats come
together in a convention to which should also be sent representatives elected to
represent the church, the legal profession, and industry. This convention could
select personnel to fill the first offices of the central government, but the heads of
the military government should have a veto power on these selections. We
should also make provision for the approval of this government at a later date by
popular elections.

VI

~__Abandon the Morgenthau concept of a banking system patterned after the
‘Federal Reserve System in America and institute a central bank for western
Germany patterened after the central banks of the other countries of Europe.

ViI

Provide a new currency for Germany as soon as a central government with a
balanced budget is in effect, a central bank functioning, and sufficient consumers’
goods available to give a new currency purchasing power.

HARD WORK CAN CONQUER DESPAIR

Once a policy along these lines is announced, even though it may take months
to carry it out, a revolutionary change in the psychology of the Germans will
take place and much of their hopelessness will disappear. The German people
will go to work again.

Once that is done, we will have made the first effective step to stop the spread
of Communism west of the iron curtain.

Given a new policy, new organization, and new hope in western Germany,
it is possible to begin to use food not as a means of relief but as an instrument
and an incentive to get production going again.

If food js provided to Germany or western Europe only on a relief basis, then
it is merely pouring dollars down a bottomless rat hole with no hope of eventually
getting either Germany or the other countries off the back of the American
taxpayer.

On the other hand, food can be used as a means of getting these countries
eventually to stand on their own feet, fully capable of repaying the loans to
America providing America will accept repayment in physical goods.

Let us see why the German has so little incentive to work. First, remember
that on an average, the Germans are living on a diet of 1,200 calories a day.
That is one-half of the diet of the people of Britain and one-third of the diet of the
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p:lop[e in America. No one can do heavy work and produce on a diet of 1,200
calories.

There is more to the problem, however. An exceptionally able yvoung German
technician, with a family of wife and one child, gets 300 marks a month take-home
pay after social-security deductions. He has a No. 2 ration ecard entitling him to
2,000 calories per day, his wife a No. 3 card entitling her to 1,550 calories (not
much over half required to maintain vigorous health), and his child somewhat less
but with a child’s supplementary ration of milk and fats. In total, say, about
5,000 calories per day for the family.

If they manage to obtain on the ration cards all the food that produces the
5,000 calpries per day they can remain alive though not in vigor or health, and
the food will cost them amazingly little. Bought at the stores at the legally fixed
low prices on the ration cards, it will cost about 45 marks for the month.

SHORTAGES NULLIFY RATION CARDS

But in practice the full amount of food stated on the ration card will be un-
available for weeks and months at a stretch. There are always periods when there
is not butter or margarine, no meat or fish, very little or even no potatoes. In a
section of the Ruhr, very recently, potatoes, the biggest item in the German
zrorke{s diet next to bread, were unobtainable on the ration cards for almost

weeks.

In practice, therefore, this family is able to obtain less than three-quarters of
the food and calories called for by the ration cards. That gives them less than
half of the calories nutritionists say are necessary for health and vigor. More-
over, their diet becomes enormously unbalanced. Fats, proteins, and protective
foods generally being just the items that are most frequently unavailable, they
live excessively on bread.

With an enormous void in their stomachs, husband and wife will try to buy
more food in the black market. But there prices are so high that the amount of
their monthly pay check left over after fixed charges are met will not be enough
to buy a single day’s food.

Thus each day it becomes more apparent to the German worker than earning
money by working hard at his regular job is not the way to get food. That
discovery is fatal to production. The way to get food is to sell some personal pos-
session at black-market prices or take it out to a farmer and barter it directly for
food at the black-market price level. Hence selling or bartering goods already
in excess becomes far more important than working hard producing new goods
for pay in reichmarks. And that also is fatal to production,

Because of this situation, I have recommended that dietary experts work out
a 5-year plan for the German people proceeding gradually from a 1,300-calorie
diet to 2,600 calories, but with special supplementary food incentive diets for
specialized groups starting with the underground miners in the Ruhr. I have
recommended that under the Marshall plan this basic 5-year diet be guaranteed
by the other nations, mainly, the United States, on a declining basis—100 percent
the first year, 80 percent the second year, 60 percent, 40 percent, and 20 percent.
OFor a 5-year period this declining guarantee for food would cost about $2,000,-

00,000.

1f, as suggested above, we make it possible for the Germans to export, they
must then rebuild their productive capacity and their exports fast enough to
make up the difference in this declining food guaranty. By the end of 5 years
they must export twice as much per capita as before the war if they are to buy
sufficient food. If they wish to have more than a 2,400-calorie diet, they must
produce and export more.

Let’s take a closer look at how this would work. The first step in using food
as a means of getting production would be to send to Germany meats and other
special energy foods and put them in the 75 colliery stores in the Ruhr area.

The Ruhr miners are now producing 220,000 tons of coal a day. There are
about 260,000 miners in the llt.uhr. Thus over-all output per man per day is
about nine-tenth of 1 ton. In prewar it was 1.6 tons per man per day. Tor a
good many reasons they may not be able for some years to do more than 1.35 tons.
But, if the latter figure could be attained, it would mean a 50 percent inerease in
coal, or a total of about 345,000 tons per day. This would mean 35,000,000 tons
more per year for Germany, and with that a dynamic German industry would get
going,

The problem is how to get it. First, bring back more rapidly the former Ger-
man Ruhr miners who are prisoners of war working in the French mines where
their output is very low. Second, offer each underground Ruhr miner (of whom
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there are about 170,000) coupons for extra tons of coal produced so that for 50
percent increase in production he could get 75 percent increase in food for himself
and his family.

The annual production of the Ruhr is going at the rate of 66,000,000 tons. The
new plan would provide an annual production by the end of 1948 of 99,000,000
tons. But, immediately such an inerease in production is promised, it is apparent
that the transportation system of Germany cannot haul it away from the mines,
This is due basically to the severe bombing of the transportation system during the
war.

TOO LONG A HAUL FOR RUHR COAL

Intensive study of this problem indicates that the real difficulty is that we are
attempting to export 10,000,000 tons of coal from Germany to Russia, France,
Switzerland, Holland, Italy, Belgium, and other countries of western Europe by
an unnaturally long rail haul. This ties up railway equipment that is already
grievously short.

Moreover, each country securing coal from Germany in cars that have been
repaired by the military governments keeps the good cars and sends back cars
that are in bad repair. This contributes to the vicious eycle.

The fundamental fact is that in the years before the war coal was supplied by
boat from Great Britain to the large ports of Europe. Not only was Great
Britain the largest supplier of coal in western Europe, but coal was the basis of
her diplomatic power.

The fact that Great Britain is no longer exporting coal to western Europe is one
of the biggest contributing factors to the dollar shortage with which she is now
struggling—attempting to over come this problem by resorting to austerity, na-
tionalism, and socialism.

In the meantime, no progress has been made in western Germany in the past
year in the restoration of the industrial production. Municipal power plants that
supply thousands of small plants have been operating at a small percentage of
capacity due to a shortage of coal.

If a moratorium could be declared for 1 year to 15 months on the shipment of
these 10,000,000 tons of coal out of Germany, a revolutionary dynamie would be
inserted into the whole picture of western Germany and western Europe. If
these 10,000,000 tons of coal now exported from Germany could be used for a
year or 15 months within Germany, the restoration of not only Germany but of
western Europe could be assured.

The only way, however, that this moratorium on the export of coal from Ger-
many can take place is for the countries of western Europe to be again supplied
by coal from Great Britain.

The leaders of all factions in Great Britain recognize that coal is the very
crux of their recovery problem. Yet because the coal industry and the coal
miners have presented such a critical problem for so many years, the leaders of
Great Britain are reluctant to face this issue. They are trying everything except
offering direct incentives to get the miners to dig the coal again in the quantities
that they produced in the years before the war.

LABOR GOVERNMENT DODGES ISSUE

For 2 years the Labor government has been avoiding the main issue of the
necessity of digging and exporting coal, while using the proceeds of the American
loan to buy food supplies that could have been bought in part, at least, with coal
if they had gone to work and dug it.

The simple fact is that more and more austerity, while necessary, now only
tends to push Great Britain further down in a depression eyele. Austerity cannot
take the place of production. As long as Great Britain does not dig and export
coal, more loans are simply continuing Great Britain on the American dole, and
the British people do not like or want that.

Fifty million tons of coal exported from Great Britain at current obtainable
prices would help close the gap that now exists between Britain's imports and
exports. It would go a long way toward curing the dollar shortage that is now
the crux of the crisis in Great Britain. With coal, Britain could buy a portion
of her food and raw material requirements.

Great Britain has the coal. She has the barges with which to haul it. She
has the miners with whom to dig the coal. The miners themselves, I am assured,
would dig the coal if they were given incentives. They can be given such incen-
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tives. But offering the miner added incentives to produce extra coal would, of
course, be contrary to the socialistic conception of equality. But if the Socialists
continue to insist on an equality of misery they are going to have an increasing
amount of misery.

The “soft Socialist’’ states of western Europe, including England, are frankly
experiments, almost certain to evolve into something else, as they rest on the false
assumption that men will work hard without either strong compulsions or strong
incentives. Thus, in England, the new crisis measures contemplate (or profess
to contemplate) sharply increased production and 40 percent more exports than
before the war, while at the same time offering the people less food, less consumers’
goods, and less forms of enjoyment. In other words, the British state demands
more production but offers less inducements.

Can America afford to underwrite these Socialist states that have neither the
inducements nor the disciplines of the well-tried capitalist system nor the iron
disciplines of the police state?

If we do, what may happen may well be that we will be pouring our money into
a sink that has no bottom. This report has taken one sector, the coal industry,
and recommended increased production through the real incentive of increased
food and consumers’ goods tied directly to output. Should we not insist that
American economic support of European states be based on the establishment of
an economic system that rests on hard work resulting from genuine incentives tied
to output and backed up by a discipline that ties the very possession of a food
ration card to output?

It seems to me that we face two alternatives in Europe: The soft Socialist
states will either go through crisis after crisis, each requiring new controls and new
compulsions, to the full length of the police state, finally replacing the enor-
mously weakened money incentive almost entirely with physical compulsions,
thereby reverting wholly to serfdom and slavery; or—goaded by American pres-
sure, if we are wise—they will, step by step as fast as realities permit, drastically
alter and deflate the enormous and complicated system of rationing, allocations,
controls, etc., and revert to capitalistic incentives even though the terminology
remains socialistic. Thus Russia, faced with low output, introduced ‘“‘Stakhan-
ovism,” which is none other than the good old capitalistic piece-rate system and
smells the same even though called a Communist rose.

But to get back to particulars, the fact remains that if America must supply an
added loan to Great Britain or help through the Marshall plan in the way of food
and raw materials to alleviate Great Britain’s crisis, then Britain’s contribution
to the Marshall plan and recovery of western Europe should be to dig and export
coal and to postpone further nationalization of industry until she can accomplish
it at her own expense and not at the expense of the American taxpayer.

When I went into Germany to study the problem of German recovery. I ex-
pected that the answer would be found in Germany. But as my studies developed.
it became amazingly clear that the crux of the recovery problem of Germany and
western Europe lay in the digging and exporting of coal by Great Britain.

It is also perfectly clear that America cannot continue indefinitely its relief
loans to Europe. Yet we must take prompt and vigorous action to prevent the
spread of communism west of the iron curtain; and the only way to do this is to
help western Europe and Great Britain to get industrial production going and the
standard of living rising.

Without question in Germany, and perhaps in Great Britain, it will be necessary
to make additional supplies of food available on a declining basis. But this
food supply should be made available only on condition that it be used as an
incentive to get production going and not merely for relief. It is my definite
recommendation that the American Congress stipulate some such plan as this as
a condition for the appropriation of funds for the Marshall plan,

FACTS KEPT FROM BRITISH PEOPLE

Even if Great Britain digs and exports coal as outlined, she will still need some
additional loans to buy supplementary food and raw materials. In my opinion,
the people of Great Britain have not yet been told the truth about the extent of
the austerity program required if there is no additional help forthcoming for
Great Britain under the Marshall plan.

It is not in the basic interests of America or of the world that Great Britain
should be permitted to fall or, under excessive austerity, to delay her economic
recovery.
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. But it is also clear that unless Great Britain is willing to dig and export coal
as her contribution to the recovery of western Europe under the Marshall plan,
further loans and help from America would not aecomplish the objective of
recovery. .

Even if the cost is several billion dollars a year for the next 5 years in the form
of loans, I believe that if these loans are intelligently made, not as relief but as
an incentive to get production, that they can be repaid.

Repayment should not be expected until after 5 years, during which western
Europe would have a chance to get on a self-supporting basis.

The problem of repayment of these loans to America presents the same transfer
problem that confronted us in World War I and World War II. But there is
and can be a difference.

Some of the loans required under this program can be made from the Interna-
tional Bank and can be repaid to the International Bank. Some of the loans can
be made by private investment bankers and repaid through the normal channels
of foreign trade over future years.

But the bulk of these loans will have to be repaid through the transfer of
physical goods from other countries to America.

The reduction of tariff walls would go a long way to make possible the repay-
ment of these loans. So far, the program has not accomplished a great deal.

Our Congress might consider a new plan to permit a generalized quota of im-
ports, duty free, up to 10 percent of the physical quantities of the production of
any American industry now having a protective or prohibitive tariff.

WOULD NOT INJURE OUR ECONOMY

Over a period of years, such a moderate importation would not be destructive
of either American industry or American labor, and over a long period of years
would permit the repayment of these loans advanced now for reconstruction.

Another method of repayment that should be considered by the American
Congress is to make some of these loans for the reconstruction of Europe through
our Export-Import Bank and then accept payment in the years to come in the
kind of goods that can be used in our own relief programs. This would minimize
the taxes levied internally to meet relief requirements.

In effect it would mean paying out American credit now to bring relief to west-
ern Europe and Great Britain and later accepting goods manufactured in Europe
that could be used for relief work in the United States.

To stop the march of communism beyond the iron curtain may require another
5 years of intelligent and constructive help from America. But this help should
be made as an incentive to production—as a means of helping people to help
themselves through an organization, small but competent, capable of seeing that
the basic principles are followed and the desired results obtained. It should have
sufficient authority as to details so that they can meet changing requirements
that will inevitably develop under a 5-year program of this kind.

RUSSIA’S POLICY: WAIT AND HOPE

The inevitable question arises as to what Russia will do in the face of such a
constructive plan of action for the reconstruction of western Europe. It is my
considered opinion that Russia will not go to war. Her policy is to wait, hoping
that America will fail to take action or that England will not dig coal or that
France and the other countries of western Europe will fail to get together on a
plan of action.

If we fail to integrate our action as we did for the invasion of western Europe,
it is my opinion that Russia will realize her hopes—that we fail in western Europe
and that this failure will bring about an economic depression of severe proportions
not only in western Europe and the British Empire but in the United States as
well. The cost of such a recession will, in my opinion, be greater in the end than
the cost of preventing it.

I do not know whether we have the collective intelligence or the will to act
promptly enough to minimize such a recession. But I believe that our only hope
of avoiding these consequences is for the leaders of our Government and the com-
mittees of Congress to act with the utmost promptness in developing a plan that
can be submitted to a special session of Congress this fall.

Py
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We will include in the record a statement by Dr. Ronald Bridges.
(The statement referred to is as follows:)

STATEMENT ON EUrROPEAN RECOVERY PROGRAM

(Submitted to House Committee on Foreign Affairs by Dr. Ronald Bridges repre-
senting the Council for Social Action of the Congregational-Christian
Churches)

I am Ronald Bridges, president of the Pacific School of Religion in Berkeley,
Calif., an interdenominational graduate school for the ministry. My appearance
here is at the request of the Council for Social Action, an agency of the Congrega-
tional-Christian Churches. The views I express are my own but they may be
found to reflect the views of a very large number of people in the Christian churches
of the United States.

First I commend Secretary Marshall and others responsible for the conception
of the European recovery program. In a dark time it has given confidence abroad
and at home—confidence in our capacity to deal greatly with a great issue.

I commend the conduet of these hearings and the combination of courage,
vision, and common sense which evidently animates you who have been obliged
to take leadership in bringing ERP to execution.

The Federal Council of Churches has prepared a statement on the European
recovery program. It is a good statement, and I am happy to endorse it. The
Council for Social Action which I represent had a part in the framing of this
document and concurs in it. I ask permission to append to my remarks the
original statement of the Council for Social Action, which preceded that of the
Federal council, and was, I think, the first to be adopted by any major church
agency in the country.

I will not repeat the testimony of these two documents; rather I would address
myself to one aspect of the European recovery program: The motivation of the
program and the manner of expressing that motivation.

As I read my history, I find that no other great and numerous people have
ever acted toward other people in distress as generously and from such humane
impulses as we have. Disease, disaster, and dramatic misfortune anywhere in the
world have always laid hold of the American conscience. Since so much and such
various help has been given, a person of simple mind would think that we must
naturally be esteemed and loved the world around, invulnerable in our friendships.
The blunt truth is that we are not at all secure in our friendships and that many
of the people whom we have helped are acutely hostile toward us. Our well-meant
good works and good will have resulted in an amazing amount of ill-will and
suspicion—ill-will and suspicion which has been exploited very cleverly. One
doesn’t have to be very keen to see that we have got to do better this time. The
American people are ready, T think, to finance the European recovery program;
but if having done so, they find that they have humiliated those whom they tried to
help and evoked fresh distrust and suspicion, the whole program will have been
fantastically futile. Furthermore, if this humiliation and distrust are successfully
exploited by enemies of democracy to produce chaos and war, the American people
will know a new and a desperate fury.

In my role here 1 feel justified in speaking to this sober problem. The Congress
will appropriate reasonably, ungrudgingly, I am sure. The type of administration
is a vital matter, too. On both these points you have the evidence, the facts, and
are in a better position to judge than are most of us on the outside. Beyond
presenting the foregoing support for ERP in general, I want to speak, now, to
the philosophy of the plan.

We are confronted with a fearful threat to democracy; and cherishing our
democratic institutions, wishing others to enjoy them as we do, it is natural that
we should want to promote democraey, defend it, propagate it. But democracy
is not a virus with which people can be inoculated, a benign-appearing disease
with which we can infect people. It is a state of health which must be cultivated—
a state of mind that proceeds from the healthy comfortable condition of man.
Communism can be forced on people too weak to resist it—not democracy.
Communism can be finagled, maneuvered, and imposed by coups. Democracy
has to grow organically. People cannot be starved into democratic ways or
frightened. They cannot be bargained or threatened into being democratic, If
we try any of these tacties or give the appearance of trying them, we damage our
own cause terribly.
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Nobody is so smart that he cannot be manipulated at times—nor so dumb
that he doesn’t resent it profoundly when he catches on.

The ERP will pay off in economic and democratic benefits, I truly believe.
But if we set up the program and administer it with a cold eye on these benefits
to ourselves, it will fail of its high purpose and the very benefits hoped for. Nor
is this program to be conceived as giving us the right to speak our piece. This
is no superradio program with a democratic commercial—not even a singing
commercial. :

We are not out for the purchase of global affection. Purchased love is notori-
ously short lived. We want and need the support of our brother nations. But
it can’'t be bought. And it doesn’t come because we do something for them.
Affection and respect develop when you do things together. That is the genius
of the European recovery program.

Arrogance is the manner of one who is temporarily sitting pretty. The truth
is that no one in the world is sitting pretty, but the United States appears to be.
The arrogant point of view is that we don’t need France, Luxemburg, Denmark.
We do. The painful narrative of history teaches that Athens needed Boeotia
and Sparta—that Rome needed Palestine. All countries need all other countries—
all people, all other people. The interdependence of man is no faney—mnot proc-
essed, homogenized man, but just man—the son of God.

In short, I see a great hope in the ERP and so do most Christian people. We
know that so huge a plan cannot be put in action without some waste—we hope
not too much. We know that every good program advantages some scoundrels
who are having a lucky season, but we will try not to be too disturbed if a few of
them cash in. Some prodigals are being welcomed into this program—and there
are always fathead protests when the fatted calf is killed for a prodigal.

The legislation remains to be written, the amount set, the administration set
up. Church people and church agencies take a calculated risk when they sup-
port such a program at this stage. But there is a greater risk in standing aloof
and withholding encouragement from legislators who are trying to find a way out.

We who believe in Christian democracy support such a plan as the European
recovery program because it is Christian democracy. That is the kind of thing
you have to do if you would live your principles and yvour faith.

A CarLL 10 TBE CHURCHES FOR FULL AND AcTivE SUPPORT OF THE EUROPEAN
REcovERY PROGRAM (MARSHALL PLAN)

The people of Europe are fighting hunger, cold, disease, and discouragement,
They face the imminent danger of economie collapse, chaos and the spread of
totalitarianism. They cannot win back their strength without our help.

Conscience and human decency demand that we share our abundance. Unless
American food, tools, machinery, and raw materials are sent at once, there is
little hope that Europe can regain her economic and spiritual balance. Other
nations have their part in the program of European recovery. But upon us—
American citizens—falls the greatest responsibility.

(\j\-‘ ? Slllpp()rt prompt emergency aid to E‘.urope to meet immediate needs for food
and fuel.

We support the Marshall plan because, in response to an American proposal,
it is the plan and pledge of 16 European nations that they will undertake a pro-
gram of massive self-help, a great increase in production and in economic coopera-
tion. This European recovery program can only be achieved with the help of
the United States and other nations.

We support the Marshall plan because it is a practical method of rendering
definite help to desperate peoples, of using justly the great national wealth we
hold in stewardship to God, of giving courageous leadership in the building of
world community.

We support the Marshall plan although we regret that Russia actively opposes
it, thereby making it impossible to deal in the near future with the iluropean
problem as a whole. Since it is the hope of the 16 nations that the nonpartici-
pating countries will cooperate at a later stage, we urge that our Government
hold the door open for such future cooperation.

We support the Marshall plan because we believe it will give the participating
nations of Kurope a real opportunity to create strong and free governments of
their own choosing. We oppose any moves of our own Government which would
impose a particular economic or political pattern as a condition for receiving aid.

The temporary sacrifices required of us are not great.
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We believe that we must practice thrift with new determination, voluntarily
saving everything we can if personal and family use of food and other necessities.

We believe that our efforts to render aid abroad must be undergirded by policies
and programs of full agricultural and industrial produection within our own
country. Farmers, industrial leadership, labor, and government must all share
the responsibility for such policies and programs.

We believe that we should limit sharply our natural desires for more profits
wages and salaries, and other income.

We believe that we must protect the people of our Nation by lowering prices
and fairly distributing the essentials of life. Specifically, we support such pro-
grams of Government control of our economy as may be necessary, including
price control and rationing.

We appeal to all religious people to give active support to the prompt adoption,
by Congress, of the Marshall plan—both immediate emergency aid and the full
4-year recovery program,

We appeal to religious people to give increased support to the voluntary pro-
grams of the churches and welfare agencies for relief and reconstruction overseas.

Finally, we appeal to church people as a measure of justice and equity to sup-,
port such programs of Government control of our economy as may be necessary,
including price control and rationing.—Issued by the Council for Social Action.

NovEMBER 1, 1947.

Chairman Earon. Our next witness is not here at this time so we
will adjourn until 2 o’clock.

(Whereupon at 11:45 a. m., the committee adjourned, to reconvene
at 2 p. m. the same day.)

AFTERNOON SESSION

(The committee reconvened at 2:15 p. m., following the noon recess.)

Acting Chairman Bowvron. The committee will come to order.
We have as our first witness this afternoon, a representative of the
League of Women Voters.

STATEMENT OF MRS. KATHRYN H. STONE, FIRST VICE PRESIDENT
OF THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES

Mrs. Stone. 1 am speaking today for a group of women citizens
who deeply desire the enactment of the European recovery program,
and who earnestly hope that the United States will act soon and ade-
quately.

The League of Women Voters views the proposed program with the
perspective of 28 years of study and action in the field of government.
During these years we have quite consciously tried to take our share
of responsibility for national decisions in international relations.
We have approached the consideration of the European recovery
program with a fund of principles of good government, and par-
ticularly with citizen experience in evaluating international economie
relationships and the bearing which they have upon world stability.

Our realization of the importance of economie foundations of peace
dates back to the midtwenties when ‘“economic agreements in the
interest of peace”’ was written into our program for active support.

The League of Women Voters has long held that a sound foreign
policy depends upon consistent, long-range thought and action. We
have urged the acceptance by the United States of its full share of
responsibility for strengthening the United Nations. Especially im-
portant, it seems to us, was the establishment of sound economic insti-
tutions within the United Nations framework. Accordingly, we have
supported the development of the Economic and Social Council. We
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worked for the setting up of the International Bank and the Inter-
national Monetary Fund. We want to see the International Trade
Organization come into being.

The league has realized that the United States, as the world’s most
productive nation, bears a further responsibility. Accordingly, we
have maintained the position that ‘‘economic assistance by the Uynited
States is required to hasten reconstruction and to stabilize the econo-
mies of war-torn nations.”” Earlier estimates of the size of this task
were all too low. We must renew our effort if we are to achieve a
sound economic basis for the peace.

These considerations have been discussed by our members. Last
spring, before the European recovery program was projected, we had
scheduled a series of area conferences on problems of world trade to
be held in September and October. These conferences were held on
schedule, but without exception they became, through the desires of
the participants, discussions of the European recovery program. At
Dallas, Portland, Minneapolis, Columbus, New York City, Atlanta,
Kansas City, and Washington, the European recovery program was
considered in relation to the other problems confronting our Nation.
Literally hundreds of local meetings are being held in the 550 commu-
nities where there are leagues. The concern of our members, I can
confidently assure you, is deep and earnest. They are urging full
action, as rapidly as it 1s possible to develop a sound program.

Your committee has already heard explanation of the reasons why
a European recovery program is in the best long-range national interest
as well as in the interest of world construction. The league recognizes
the humanitarian reasons and the ancient cultural ties; we are deeply
concerned with the preservation of free institutions; we take realistic
appraisal of the political environment of the world today; above all,
we seek the long-range goal of world stability and peace. We do not
wish to take your time reiterating in detail the fuller expression of
these arguments for undertaking the European recovery program.
Instead, we should like to call your attention to three particular
aspects of the program with which the league is especially concerned:

1. Use of international machinery: The league proposes that the
international machinery be used to the fullest in carrying out the
European recovery program. The heart of the program—and one
of the cardinal points on which its success or failure will hinge—is
economic cooperation among the 16 nations. The more effective this
cooperation, the faster will be the progress of European reconstruction;
without it, there is little hope for recovery.

A solid foundation has been laid in the work of the CEEC—the
Committee of European Economic Cooperation. This is the ground-
work on which to build. Our Government should encourage the
continued existence of the CEEC throughout the period of the
European recovery program, to follow through the program agreed
upon, to review and revise it as needed, and to initiate new projects
of cooperation. The CEEC should serve as the focal point for the
gradual integration of the economies of the 16 nations.

While recognizing that the administration of the European recovery
program through the United Nations is not feasible at this time, the
league is anxious to see the maximum use of United Nations machinery
in carrying out the program.

In many instances cooperation is already progressing under the
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auspices of the United Nations. The International Bank and Fund,
the Food and Agriculture Organization, the International Labor
Organization, and the Commissions of the Economic and Social
Council—particularly the Economic Commission for Europe—are all
concerned with various phases of the problem and can make valuable
contributions. Their research staffs have gathered mich of the data
necessary to make reconstruction plans. They have set up the
machinery and have gained experience in dealing with the problems.
It is practical, as well as sound support for the United Nations, to
take advantage of their facilities. The European Coal Organization
has had a notable record in allocating scarce coal supplies among
European countries. Its functions have now been taken over by the
Coal Committee of the Economic Commission for IKurope. Also
within the Commission are a Transport Committee, which has re-
cently worked out an agreement to reduce some of the barriers to
highway traffic between various European nations; and the Timber
Committee, which is following through on the recommendation of the
International Timber Conference held last summer. Another out-
standing example of economic cooperation has been the allocation of
foodstuffs by the International Emergency Food Council, now a part
of the Food and Agriculture Organization.

Many of these agencies include countries of eastern Europe which
are not participating in the European recovery program. Since the
resumption of trade between East and West is a major factor in the
reconstruction of the 16 nations, cooperation between eastern and
western Europe will serve the interests of the recovery program and
should be encouraged as much as possible.

The 16 nations have indicated their desire to use United Nations
agencies whenever possible. It is up to the United States to en-
courage this development, and to allow for the use of European recov-
ery program funds by the United Nations, whenever its agencies are
able to carry out portions of the program.

2. Best use of resources: The League is particularly concerned to
see that United States resources are put to the best use where they can
contribute the most to European recovery. We should like to suggest
for your consideration two tests of the effectiveness of United States
aid.

The first is the test of performance—the tangible progress toward
recovery. The United States should require that the 16 nations
make the efforts they have promised in production, in cooperation,
and in stabilizing their finances. Through the power of review, and
of annual appropriations, we retain the right to pass on these efforts.
Our continued aid should be dependent on their continued progress.
We would defeat our own purposes, were we to make our aid con-
tingent upon the 16 nations reaching certain goals on specified dates.
Recovery depends on too many unpredictable factors; it cannot be
forecast to the ton of coal or to the bushel of grain.

There is also the test of observation—following through on the
actual use of the resources we provide. The recipient nations must
make it possible for observers to see where the Kuropean recovery
program resources are being used. The United States should have
officials in Europe whose task it is to report these facts back to the
Government and the citizens of the United States. We suggest that
it is appropriate for the CEEC to have its own observers who would
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be extremely helpful to the United States representatives. The ob-
jective surveillance of Europeans by Europeans who are representa-
tives of the CEEC could do much to lessen any odium attached to
inspection. Knowing European habits and methods of carrying on
industry, the CEEC inspectors could make a unique and important
contribution.

As a citizen organization, we enter a request for clear and concise
reports of the progress of the program.

3. Administration: The European recovery program will be, above
all else, a focal point of United States foreign policy. The Constitu-
tion of the United States makes the President responsible for the con-
duct of foreign policy. He, in turn, relies upon his deputy, the
Secretary of State. It is particularly important that the United
States speak with one voice and that the European recovery program
representatives abroad be integrated with the regular embassy staffs.

The League of Women Voters believes that a special agency, with
a single administrator directly responsible to the President, should be
created. In matters of foreign policy, the administrator should be
subject to the direction of the Secretary of State. Aspects of European
recovery program which can be handled by already existing agencies
of government should be so handled. The administrator should have
a small, flexible organization staffed by the most highly qualified
personnel it is possible to assemble.

Never in peacetime has there been so much reason to bring to bear
the best managerial skill from both government and private business.
Never has efficiency been so needed. The League of Women Voters
has always stood, not for circumventing government, but for making
it efficient. Great good could flow from a fresh and thorough attempt
to reach a new level of performance in the administration of the
United States contribution to European recovery.

The League would also like to point out two d};ngers which we fear
may handicap the program and make it something less than the
effective instrument we want to have.

I began by mentioning our concern that action be adequate, and
soon. The committee has heard much discussion of the proposed
$6,800,000,000 figure for the first year and a quarter of the program.
To the League, there is nothing immutable about this figure. We
believe that the estimates have been made and justified with care,
but it is for the Congress to consider these estimates and determine
upon an adequate figure. We suggest, however, a lesson which
businessmen know well. When you are raising new capital to reorgan-
ize a business, you make sure your capital will be adequate. It is
less of a risk if it is adequate. Insufficient funds invite makeshift
methods and often lead to failure.

The League is also concerned with some of the conditions which the
Congress may consider attaching to the European recovery program.
A fundamental fact of the European recovery program is that, while
United States goods are essential, the United States cannot perform
the job. Tt must be done by the 16 nations. The program is theirs,
not ours, and it is they who will carry it out.

It would hinder rather than help European recovery if the United
States should attempt to regulate the domestic affairs of the 16
nations. We must deal with them as we would be dealt by were we
in their situation. We must respect the prerogatives of independent
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states. As long as the European peoples themselves, through freely
elected representatwes determine their own courses of action, they
are exercising the democratic process which we support. One of the
objectives of the program is to enable these nations to continue as
self-respecting, self-governing members of the world community.
Forcing them to be subservient to the United States would defeat
the goal we seek.

In conclusion, the League would like to focus attention once more
on the long-mnge significance and the order of magnitude of the
European recovery program. In fighting a major war, or in piecing
together a shattered world we must rise to our full stature.

Bold strokes are needed. The United States is capable of ma,l\mg
them.

Acting Chairman Bovrron. Thank you, Mrs. Stone. We certainly
apprec iate this very luteresting statement you have made.

There may be some questions the committee would like to ask you.

Mr. Jarman.

Mr. JarmaN. 1 do not believe I could possibly more thoroughly
agree with every word of a statement than I do with yours, and
consequently I do not have much to ask you.

Mrs. StoNne. We certainly like to hear that, Mr. Jarman.

Mr. JarMaN. You are the only witness we have had here for some
time with whom I have not disagreed in some respect. However, I
do not disagree with anything you have said.

Mrs. Stone. Thank you, Mr. Jarman.

Acting Chairman BorroN. Mr. Richards.

Mr. Ricaarps. 1 just want to congratualte you on your very fine
statement. We appreciate your coming here and hope you will come
more often.

Acting Chairman Borron. Mrs. Stone, I am not going to be so
easy on you.

Mrs. StoNE. Very well.

Acting Chairman BovrroN. You speak of our free institutions. In
doing that, have you had any thought of controlled currencies
and whether we are going to urge those countries to free their ¢ urren-
cies or whether we expect them to stabilize by controls? Have you
people given any thought to that kind of thmg:?

Mrs. StonE. Yes, we have. We recognize some controls will be
necessary. We hope that the 16 nations cooperatively will come to
agree on methods and procedures among themselves,

There is no doubt that our advice will be sought, actually, particu-
larly on some of these monetary matters, and it w ill be a very fine line
to draw between advice against a blu‘!\grmmd of principal and inter-
vention. It will be very difficult to draw.

Acting Chairman Borron. Have you thought through to the goal
of what we might dream of as possible again in the matter of currencies
and the standards of them, whether we would do best to move toward
a return of the gold standard?

Mrs. STONE. I\o I have no position on that and the League has
no poqttlon I believe that is getting a little beyond the depth of
our citizen’s organization, not that we do not have experts who are
interested in that but we try to confine our stand to the ideas of the
membership as a whole.

George C. Marshall Foundation, Lexington, Virginia




1052 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

Acting Chairman BovrroN. You speak of international machinery
being used to the fullest degree possible. To what machinery do
you refer?

Mrs. StoNE. We tried to enumerate some of these things to make
that explicit. Some of them seem quite minor, perhaps. Perhaps
the Timber Committee would be considered a small thing, but it
operates within the grounds of an important raw material. And
this is the plan which is being worked out for transport between eight
or nine countries, making it possible for trucks to go across interna-
tional boundaries, quite freely, among those countries who signed the
agreement. That seems quite important. -

Acting Chairman BorToN. Do you feel that should be written into
the legislation or is it a matter of administration?

Mrs. Stone. It is already in the proposed legislation in that it is
permitted to use ERP funds for jobs that can be done through the
United Nations.

Acting Chairman BovrronN. You are simply enumerating some of
the things for our information?

Mrs. Stone. That is right.

Acting Chairman Borron. I think that is very helpful.

With regard to the people who are going to administer this, it will
be, of course, a temporary job, about 5 years at the outside or maybe
a little longer how are we going to get the right type of people?
They must be top-notch people, must they not, with backgrounds,
judgment and so on? What would you suggest as a method to pry
them loose from what they may be doing and get them to accept a
position of this kind?

Mrs. StoNg. I believe public opinion is already doing part of that
job for you.

Yesterday, I had lunch with a very competent woman who has a
good deal of experience in administration. She was personally feeling
the challenge of ERP, and even though she was satisfied completely
with her position, she felt the great urge again to get in and contribute
to that temporary problem and program.

I think also of some of the men I know from Chicago and perhaps
you remember some of the very fine men who came in here in the
early years of the war—I am thinking of one as well qualified in the
field of housing as any one individual, with one of the great Chicago
real-estate firms, and I am sure he could be recruited on this program.
In other words, I think they see the larger patriotic appeal that this
has, and its importance to our long-term welfare.

Acting Chairman BorTon. You bring in something that is always
of interest to me. You would feel that there might be quite a number
of very well-equipped, experienced, trained, and able women who
might be put into this?

Mrs. Stone. I do, indeed.

Acting Chairman Bovrron. Thank you very much.

Mr. MavLoNEY. May I ask one question, if you are through with the
witness?

Acting Chairman Borton. Yes, indeed.

Mr. MaLoNEY. You state that these 16 countries should stabilize
their finances, and keep to the various promises they have given.
Later on, you state that we should not attempt to regulate domestic
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affairs. Are those statements contradictory or can you line them up
together?

Mrs. Stone. Before you came in, I said there must be a very fine
line between the advice which we must give and what we are to
require, and that we should hope that the CEEC would develop among
the 16 nations themselves, a good deal of the strength necessary to
cope with that thing.

There is no doubt but what we must be very watchful there of the
situation.

Mr. MavoNeY. Do you not think the countries will feel we are
interfering with their internal affairs by demanding that their currency
be readjusted, and mentioning various things we do want to take place?

Mrs. StoNE. Probably, to some extent. This appeals to me as one
of the greatest challenges to human relations we have ever embarked
on, if not the greatest.

Mr. MaLoNEY. It is a little dangerous, though?

Mrs. Stone. It is.

Mr. Mavongey. Thank you.

Acting Chairman Bovron. I wanted to read you the resolution with
which we started our work in this committee on this subject:

That the committee proceed with hearings on United States Foreign Policy
for a Postwar Recovery Program and the first step be consideration of proposals

for a European recovery program, including H. R. 4840 and H. R. 4859 and
similar measures.

I do that because from time to time we want to remind ourselves
that this is not a matter of just Europe or the United States, it is a
matter of world recovery, and it is not only world recovery but it is
the building of a new world, which is a very different thing again
which I believe you women have a lot to do with.

Mrs. StoNE. I think we as an organization with long experience in
the field of international relations would like to congratulate your
committee on that approach.

Acting Chairman Bovuron. If there are no more questions, we take
this opportunity to thank you very much for being with us, Mrs.
Stone.

Mrs. Stone. Thank you.

Acting Chairman Bovrron. Our next witness is another Mrs. Stone,
Mrs. Margaret F. Stone, Chairman of Legislation of the National
Women’s Trade Union League of America.

STATEMENT OF MRS. MARGARET F. STONE, CHAIRMAN OF LEGIS-
LATION, NATIONAL WOMEN'S TRADE UNION LEAGUE OF
AMERICA, 317 MACHINISTS BUILDING, WASHINGTON 1, D. C.

Mrs. Stone. The League is strongly behind the European recovery
program for a very simple but a very compelling reason; we have
learned that the United States cannot prosper when there is want and
chaos in other parts of the world, particularly in those parts with which
we normally carry on the great bulk of our foreign trade. Over the
years our League members have come to understand that a free flow
of trade between our country and the countries abroad, particularly
the industrial nations of Europe, has a direct bearing on our own

George C. Marshall Foundation, Lexington, Virginia




1054 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

standard of living here in the United States, and even on our national
security. d

The object of the plan is, of course, to make the 16 European nations
that have already signified their intention of helping themselves and
of cooperating with one another, self-supporting, and so we feel that
it 1s all-important to give enough aid to achieve this object. The
United States will be pouring money and goods down a rat hole if
we give only enough for relief, and fall short of the amount necessary
for rehabilitation. The League would urge, therefore, that the full
amount of $6,800,000,000 be authorized for the first 15 months, since
this figure was arrived at after long and careful study, and its funda-
mental soundness shown by the fact that it was closely approximated
in two separate estimates carefully made, one by the State Department
and the other by the Harriman committee.

While our members do not pretend to be experts on administrative
details, the League has taken a definite stand on one or two specific
points. We do not favor a Government corporation, but prefer a
single administrator responsible directly to the President, but whose
actions on matters affecting foreign policy would be subject to the
control and direction of the Secretary of State. We believe also that
the legislation as finally written should provide for a close tie-up be-
tween the representatives of the program abroad and our ambassadors
in the countries receiving aid.

A second important point that we cannot stress too strongly is our
belief that the United States should not interfere in the domestic
affairs of the participating countries. Therefore, we should oppose
and do oppose a provision in the proposed legislation that all com-
modities should be paid for. It will be utterly impossible for these
countries to get back on a self-supporting basis—and our purpose will
thus be defeated—if, in the course of the next 4 years, we saddle them
with a new load of debt. Any financial plan that is workable must be
based on each country’s ability to pay. There will have to be outright
grants for some, loans for others, and perhaps a mixture of both for
some. Also, and most important, the holding by the United States
of vast sums of local currency of various European countries would
inevitably lead to United States interference in the economic and
perhaps even in the political life of those countries. We are un-
alterably opposed to that. We would prefer a plan whereby each
country receiving aid would put into a special account the equivalent
in local currency of goods and services received by them as a grant,
and would use this money for productive purposes and to help stabilize
the currency in ways which might be specified in an agreement
entered into by the United States and each of these countries.

The National Women’s Trade Union League has strongly supported
the United Nations and its various organs, and we should like to see
written into any foreign rehabilitation legislation a definite statement
of United States intention to cooperate in every possible way with the
United Nations and its afliliated agencies. Naturally, all of the agree-
ments mentioned above between the United States and the European
countries should be registered with the United Nations as required
by the Charter.

The matter of time is critical. Prompt action on this legislation is
essential to make success of the program possible. Emergency aid
has been provided up to April 1, and any delay beyond that date in
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appropriating the necessary funds would greatly increase the cost of
t.helprogram and greatly lessen its chances of achieving the desired
gonl. _ .

Finally, we look upon the European recovery program not merely
as a matter of self-preservation, but as a creative ideal containing the
first ray of hope for establishing unity in Europe and eventually
bringing about the conditions of peace for which we have been looking
in vain since the end of the war.

Acting Chairman Bovron. We are particularly happy this after-
noon to have our ranking Republican back with us, Mr. Chiperfield.
He slipped on the ice and.shattered his elbow. The last time he came
up from the hospital to vote, he was in rather bad condition. Tt is
good to have him back.

Mr. CurpErrieLpd. Thank you, Madam Chairman.

Acting Chairman Bovron. Mr. Chiperfield.

Mr. CuiperrIiELD. You would not feel, would. you, that efforts
on our part, and on the part of the 16 participating countries, to
assist them to stabilize their currencies, so that there would be inter-
national exchange or currencies, would be in any way interfering
with the domestic affairs of their sovereignty, would you?

Mrs. StonE. No; I should not, Mr. Chiperfield, and the 16 nations
have signified their willingness and interest in stabilizing their cur-
rencies. That should be in the agreement.

Mr. CurperriELD. It seemed so to me, because if we do not arrange
for stabilization of the currencies and exchange of international cur-
rencies, we can bring these countries back to an economic standard of
perhaps 1938 or even above and still they would require continued
aid. It is just like giving a person blood transfusions without finding
the cause of the hemorrhage. Unless we concentrate on that point,
so when we are through we will have this international exchange and
there will be exports and imports flowing normally, I think the plan
would fail.

I for one would like to see more emphasis put on that angle of it.
For example, would you agree with me on this: We might get Greece
up to an economic standard that was prewar or above, but if the
currency was wrong or it was not stabilized and there was no means
of exchange, we would be no better off unless we continue to give sup-
plies to them. T believe that is one of the vital problems this com-
mittee and the Congress is faced with.

Acting Chairman Borron. Will the gentleman yield?

Mr. CaiperrFieLD. Certainly.

Acting Chairman Bovrron. You suggest, then, that we may be
involved in a reconsideration of some of the World Bank and monetary
provisions which do peg the currencies and forbid certain action on
the part of those countries, and from which some of them transgressed.

Mr. CuipErRFIELD. You will remember we have had this subject
with us since the Hoover administration. We had the International
Conference on the subject. We had the Bretton Woods agreement
and so forth. I wonder if we are not looking through the wrong end
of the telescope. When we give this reconstruction help, will they
maintain this position without additional help? We talk about a
general recovery plan without concentrating on one particular thing
that will make them self-sufficient after we give aid. I have been
thinkingJabout that situation, and at the proper time, I would like to
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have the members of this committee discuss that phase of it. I believe
that is the nub of the situation.

I understand you want this program to be adequate. Otherwise
you might feel it would be not worth while, it being just relief and
not rehabilitation.

I should not suggest trying to pin you down to any suggested break-
down of these amounts that make up the 6.8 billion dollars, but I
know we have had little in the way of break-down furnished. .In the
case of Iceland, we have a figure of $13,000,000, and for Belgium and
Luxemburg, $323,000,000. Those are the figures given to us.

I wonder if under the Export-Import Bank if we could not get
some money to Iceland. I wonder how essential it is to give grants-
in-aid or even loans under a plan of this kind to a country like Por tugal.
I was in Luxemburg and in Belgium. I saw the extent of recovery
there. There was no unemployment.

Just because they are all in the club, here, and are asking for some-
thing is not reason to give it to them, unless it is justified. I think
a very important thing for this committee to do is screen these re-
quests and see if they are justified.

I do not believe there would be any objection toward our committee
doing that and even cut the amount down if it was justified.

Would you agree with that, Mrs. Stone?

Mrs. Stong. I feel it is very important to give enough money to get
the countries on their feet and not just enough for food and relief.
I am not a financial expert, and I am not an expert in any field.

Mr. Carperrierp. Idid not mean to pin you down to any particular
figure. I was using those as illustrations, only.

For example here is what we are up aﬂ"amst as a committee: First,
we have an amount for food that is necessary to carry on, just as relief.
They then break it down into special categories. Here is tobacco.
FPor the first 15 months under the 6.8 billion dollars they are asking
£264,883,000 for tobacco. I had the privilege of talking to a man who
who was just back from Greece. He tells me one of the principal
crops in Greece is tobacco; that they usually had a market for tobacco
in Germany, which does not exist, now; that there is a surplus crop of
tobacco in Greece and also a surplus in Italy.

Now I think this committee should certainly try to find out, in
order to rehabilitate these 16 countries, whether we should spend for
the first 15 months, that fizure for tobacco.

Acting Chairman Bovrron. I am wondering whether that would be
spent for Greek tobacco, or not, and then that tobacco used where it
should be used, allowing the Greeks to get the dollars?

Mr. CuarperrieLD. I was wondering the same thing and was hoping
perhaps it could come from the other countries and give us something
in return. It would be a three-way proposition.

I do not say tobacco is not one of the essential things.

There is also a figure here for meat of $227,388,000. Mr. Anderson
says the only thmtf we are going to send over there is horse meat.
That is an awful lot of horse meat.

Mr. Maroney. Will the gentleman yield at that point?

Mr. CHIPERFIELD. Y es.

Mr. Mavoney. When we were in Germany and many of the coun-
tries of Europe, there was a surplus of meat.
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Mr. CuiperrieLp. Mr. Maloney, we had testimony here that there
i1s more beef on the hoof in France than prewar.

Those are things we should examine.

We have here $609,000,000 listed as “Other imports.”

If we had an appropriation for a city council or something, and they
had “Miscellaneous” in it, amounting to $600,000,000, you would
want to find out something about it, would you not; so when they
say to us, ‘“Take it or leave it,”” I want to find out if this is justified
without trying to serimp or pinch. I think we have a soleumn duty
here to do a good job, not only in screening this, as far as the require-
ments are concerned, but you must take into consideration our own
availabilities in short supply.

Unless we do that, I do not think we are doing our job. When you
come in and say, ‘“‘You must give them 6.8 billion dollars without
taking into consideration those factors,” I am wondering if we are not
taking too much on good faith. That is what worries me.

No one wants to keep food from hungry people. However, the
interim aid bill was to feed people until we could consider this plan.
However, there was $184,000,000 for coal included, not to warm
people, but to take care of the French industries. There was $10,-
000,000 for France for the International Bank fund. There was
$20,000,000 in there to service the French debt. Therefore, I say it
1s & complicated question. I thank you very kindly.

Acting Chairman Bovrron. Mr. Richards.

Mr. Ricaarps. I have no questions, Madam Chairman. I do
want to say, Mrs. Stone, your statement was very fine and very
well thought out. -

Acting Chairman Borron. Mr. Maloney.

Mr. MavLoNEY. Mrs. Stone, I am very much interested in what the
American people are thinking of this plan. I would like to ask you
about your league. How many women do you represent?

Mrs. Stone. I always hesitate to say.

Mr. MaroNEY. Give it to me in round figures.

Mrs. SronNe. I suppose I represent, really, the 25,000 women in the
actual local leagues we have over the country. We have many
affiliated unions with women members which brings the number of
women who get our literature up to over 1,000,000, but I do not
represent that 1,000,000 women. I represent the 25,000 that are in
our local leagues in various parts of the country.

Mr. MarLoney. How was this statement endorsed by the women of
that league?

Mrs. StoneE. We had our convention in May. That was before
Secretary Marshall made his famous speech and the plan was evolved.
As soon as Secretary Marshall had made his speech, and very soon
after that, we sent a letter around to our executive board members
who are authorized by the organization to act for them in between our
triennial conventions. We had a unanimous vote by our nine board
members to support the Marshall plan.

Mr. Mavoney. Did the 25,000 women vote that way or was that
just the nine members of the board?

Mrs. Stonge. After the board has voted to put anything on our
legislative program, that goes out to all of the local leagues, and they
are asked to read it at their next meeting. 'That 1s done and the
leagues then either send in an indorsement or objection to having it
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on the program. Therefore, we know that a majority of our members
do approve, although individual members may not, of course. They
have had an opportunity to send in objections and have not done so,

Mr. Mavongy. Thank you very much.

Acting Chairman Bovton. I would like to put Mr. Chiperfield’s
question in just a little different way, if I may. We are all deeply
concerned with our responsibility to the taxpayers, and we are quite
certain that such groups as yours and in fact all women’s groups, are
interested in that, because women object very materially to debts
and borrowings and things of that kind. T think we are perhaps more
inclined to keep within budgets.

Mr. MaLoNEY. You may know some women, Mrs. Bolton, but
there are others who are not so inclined.

Acting Chamrman Borron. I am thinking of women’s colleges and
so on. Their record is very high for having no debts.

If, as Mr. Chiperfield suggested, in our studies of the break-down
figures which of course we must and are making, if we find there are
ways by which the same results can be had at very much less than
the 6.8 billion dollars, certainly you and your organizations would
have no objection to our being rather insistant on having it done that
way, would you?

Mrs. StonNe. No; I am sure I would not.

Acting Chairman Borron. The goal will always be before us.

Mrs. SToNE. Yes.

Acting Chairman Bovron. Mr. Jarman.

Mr. JarmaNn. Madam Chairman, I do not know whether my atti-
tude toward this proposal is right or not. If it is, to me, these two
witnesses this afternoon have provided as encouraging testimony as
I have received. They impressed me equally well. To me it is out-
standing that the women of this country, or at least those represented
by the two ladies who have addressed us, and I imagine they represent
a cross section, are far ahead in their thinking, I believe, either of the
people in general, or of the Congress. That is, if T am right, the
women of this country are evidently far ahead of the thinking of
either the people or the Congress.

I agree thoroughly with your statement regarding a careful stud
having been made by two commissions. While I agree with my col-
leagues, we should find out all we can about it, at the same time I
give those people who made that study, who are also officials of this
Government, credit, not only for ability, but for conseientious repre-
sentation of the best interests of this country, just as we Members of
Congress try to do.

Acting Chairman Borron. These figures were gathered last sum-
mer?

Mr. JaArmMaN. Yes.

Acting Chairman Borron. After all, there has been a good deal
which has gone on in those countries. TItaly has devaluated the lira
and so has France her medium of exchange. So much has happened
that it may well be that there is a difference.

Mr. JaArman. That is right, including the fact that prices are 10
or 15 percent higher.

I also thoroughly agree with your statement that time is of the
essence in this matter; that it would be unfortunate for us, even at
the expense of appropriating $1,000,000 too much by not going into
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too many details, for us to fail to pass this legislation in time for it to
reasonably serve its purpose. However, there is one saving clause
of which I hope we will not think too mu(h either this committee,
the House generally or the Senate, and that is the authorization for
the RFC to authorize something when the legislation is passed.

Acting Chairman Borron. Thank you very much, Mrs. Stone.

We will next hear from Mrs. Mabel Newcomer, a member of the
national board of the AAUW.

STATEMENT OF MABEL NEWCOMER, PROFESSOR OF ECONOMICS,
VASSAR COLLEGE, AND MEMBER OF NATIONAL BOARD OF
THE AMERICAN ASSOCIATION OF UNIVERSITY WOMEN

Miss NEwcoMER. I appear before this committee to urge, in behalf
of the American Association of University Women, immediate action
to put into effect the European recovery program.

The American Association of University Women today has a
membership of approximately 98,000 women college gmduateq—
homemakers, teachers, and other profesqmnal women. The associa-
tion is orgamzed in every State of the United States in 1,028 local
branches.

The association has long been on record in support of 111L0r1mt10nal
cooperation, fully recognizing that such cooperation requires decisive
action as need arises. In 1947, at its national biennial convention,
the association voted to support ‘measures to promote international
economic cooperation and reconstruction” and ‘‘measures to promote
international rehabilitation, mcludmw international cooperation for
relief in the postwar emergency.” The association also voted full
support of the United Nations; support of the ITO; international
cooperation to encourage the production, distribution, and econ-
sumption of food to raise the standard of living and nutritional level
of peoples everywhere; and continued support of reciprocal trade
agreements.

In accord with the above convention action, the American Associa-
tion of University Women, following its authorized procedures,
supports the basic principles of H. R. 4840.

It is believed that the present situation in western Europe is
critical; that without prompt and substantial aid from the United
States the future peace of the world is seriously threatened. Extreme
poverty tends to create unrest. It was no ac cident that brought the
Nazis into power in a period of prolonged depression.

Need for aid: The need for aid in western Europe is clear. Some
countries have restored production to, or almost to, prewar levels.
But prewar production does net mean prewar standards of living,
since there has been a substantial increase in the population of this
area. In addition, there has been a lag in repairs and replacements,
and heavy losses in overseas investments. England and the N ether-
lands, in particular, have suffered from this. Moreover, some countries
are still far below prewar production. This is notn,hly true of western
Germany whose coal and steel production are the key to recovery of
western Europe.

The first need is for food. Western Europe has long been a food-
importing area, and the fact that most of the agricultural surpluses
of eastern Furope are no longer available to the west together with
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the shortage of fertilizer, makes this area more than ever dependent
on the Western Hemisphere. My own first-hand information is
limited to Germany, where I spent 10 months last year, but it was
clear from all that I saw and heard that food rations in Germany were,
and still are, wholly inadequate for health and physical efficiency.
Only through increased rations can coal production and industrial
production as a whole be substantially increased.

Fuel and clothing are likewise needed merely to maintain a relief
program. But the problem is not just a problem of relief. It is,
I believe, generally accepted that a recovery program is essential.
A relief program would prove a continuing burden to the United
States, whereas a recovery program should make western Europe
self-supporting again. This will not only relieve us from the support
of 'a gigantic and permanent relief program, it will restore our best
foreign markets. In the prewar period, more than one-third of our
exports went to this area. And, more than this, it will allay some of
the unrest which threatens our future peace.

Essentials of European recovery program: (1) If the European re-
covery program is to achieve its purpose the United States must pro-
vide, first of all, adequate funds. The initial $6,800,000,000 for the
first 15 months proposed by H. R. 4840 is none too large, judging
from the findings of the Harriman committee and others who have
examined the problem carefully. I recognize that it difficult to
estimate such needs with any accuracy. The necessary data are
difficult to obtain, and crop failures and other contingencies cannot
be foreseen. As an economist, however, I am aware that inadequate
funds are sometimes more wasteful than excess funds. Business
failures often result from too little initial capital. With appropriate
controls, excess funds need not be spent wastefully, or at all; whereas
inadequate funds can block the program completely. In this case,
inadequate funds will at best only finance a relief program which
would leave us with a continuing burden. At worst, this might
encourage new Fascist or Communist dictatorships.

(2) It is important not only to provide an adequate initial appro-
priation, but to give some assurance that the program will be supported
over a period of years. - And, since both adequacy and economy require
continuous adjustment to changing conditions, it is important that a
flexible and responsible administration be set up, such as that provided
for in H. R. 4840.

3) It is believed that it would be false economy to attempt to
specify in any detail the way in which the money is to be spent. As
conditions change and the plan develops, limitations that may appear
reasonable with our present knowledge might later prove to be serious
obstacles to the success of the plan. - For this reason the amount of
discretion provided in H. R. 4840 appears to be desirable.

(4) It is important, also, that some steps be taken to insure that
the benefiting countries use the funds as intended and themselves
make every effort to restore production. The original work of the
Committee of European Economic Cooperation gives some hope that
this will be done. But continued production effort, stabilization of
finances, and cooperation among the nations concerned are all essential
to the sucecess of the plan. Checks on our part should be possible,
through continuous review and suggestion, with, of course, the power
to withhold funds when there is serious misuse of our aid. It is
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equally important, however, that we do pot interfere needlessly.
The success of the plan depends on European initiative and coopera-
tion, and this cannot be achieved if we use this aid as a club. If
countries included in the program find it necessary to carry socializa-
tion of industry further, our European recovery program should not
stand in the way of such a decision. As long as this does not retard
industrial recovery or prevent the development of democratic govern-
ment, it is compatible with the basic purposes of the program. Tan-
gible industrial recovery will be the best test of wise use of funds.

(5) Another factor that is important to consider is the extent to
which the aid takes the form of loans. It seems probable that not
only the amounts provided for relief, but also part of the recovery
funds, should be outright grants rather than loans. If European in-
vestments were good risks in the business sense, private financing
would take care of the problem. We cannot afford to repeat our ex-
perience with the debts of the First World War. We collected only
ill will in consequence of our demands for payment, which did not
contribute to international peace. The ability of European countries
to pay after this war will certainly be much less than it was after the
First World War.

(6) Finally, it is essential that the way be left open to cooperate
with existing international agencies whenever possible. It is recog-
nized that with the present disagreement between the great powers,
to put the European recovery program in the hands of the United
Nations at this time would only create a new deadlock which would
neither strengthen the United Nations nor promote European re-
covery.

However, the problem of European industrial recovery is of inter-
national concern, and the United Nations and related international
organizations should be given the opportunity to take responsibility
for it whenever this is practicable.

Relation of the European recovery program to the domestic econ-
omy: It is recognized that an expanded program of European aid
puts an additional strain on our domestic economy at a time when
there are few unused productive resources. Yet we, as well as Europe,
stand to gain by the European recovery program. It is our invest-
ment in peace and prosperity. We can well afford to spend $5,000,-
000,000 a year, or even $10,000,000,000, to get western Europe on a
self-sustaining basis again. During the war, we spent approximately
$100,000,000,000 a year for destructive purposes. If we could afford
$100,000,000,000 for war, we certainly can afford to spend 5 or 10
billion dollars today for peace.

It is for these reasons that the American Association of University
Women is supporting a European recovery program, and specifically
H. R. 4840. We believe that it 1s the first essential for future peace.
And we believe that it is of the greatest urgency.

Acting Chairman Borron. Thank you, Miss Newcomer.

Mr. CHiperrieLp. You mentioned in your statement several
reasons why it would be necessary to bring the economy of western
Europe up beyond the 1938 or prewar level. Is there not an additional
reason that makes that necessary?

Before World War II, these 16 participating countries received
about one-fourth of their income, or 25 percent of it, from investments
abroad—ships’ services and invisible assets which are now either
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liquidated or reduced considerably in amount. For that reason, do
we not have to bring these countries beyond a 1938 level, to make up
for that loss of income?

Miss NEwcoMER. Yes; they must balance their exports now.

Mr. Curperrierp. Thank you very much.

Acting Chairman Borron. Mr. Jarman.

Mr. Jarmax. Madam Chairman, I think you had better bring
more lady witnesses here. 1 think we need some to counterbalance
some of the testimony of the men. '

Jut for these hearings, I would have been in Alabama this week to
address a State conference or convention of your organization, Miss.
Newcomer. 1 am very sorry that circumstances prevented my being
there, but I think this is sufficiently important for my not having
gone.

You said the relief would prove to be a continuing burden to the
United States. You also said that inadequate funds are worse than
excessive funds. 1 am fearful that, if any consequential reduction
occurs, we will reduce it to a relief program only; and that would
just simply be an indefinite proposition which, as you say, would be
most wasteful because of concluding it in 4 or 5 years as we hope;
if the American standard of humanitarianism remains as it is, I am
afraid it would be an indefinite proposition. I believe that is one of
the great arguments for authorizing approximately this amount, even
if we appropriate a little too much.

Mr. Curperrienp. Madam Chairman, we are fortunate in having
an expert here on economic affairs. 1 would like to have her comment,
if she would be kind enough, about the necessity of the stabilization of
the currencies and bringing about this international exchange.

Do you feel that that is one of the things necessary to be done,
besides general recovery, in order to have a permanent recovery that,
will not require aid continually?

Miss Newcomer. I feel that is extremely important. I have
always hoped that the machinery set up at Bretton Woods would do
that job.

Mr. CuirerrieLD. For some reason they seem to be holding off
until they find out the effect of this program. I do not say that
critically, but I just do not understand why they do not take some
action to bring about the recovery that we all desire.

Miss NEwcoMER. I think the two probably have to go together.

Mr. CurperrieLp. I think probably so.

Thank you very much.

Acting Chairman Borron. Mr. Javits.

Mr. Javits. Miss Newcomer, have you any ideas for us, how we
might go about checking this amount of $6,800,000,000? What would
you do to really pry into it and find out if it is justified?

You know we have the right to raise it, too, if it is inadequate.

Miss NEwcoMmER. I think just the kind of investigating commit-
tees that have been working on it will suffice.

It is my feeling that you will never be sure, because the thing
changes so continually, and the important thing is to have essential
controls and the essential flexibility in the administration so that, as
conditions develop and as more information is made available, adjust-
ments can be made. I do not see any possibility of knowing now
exactly what sum is going to be needed.

George C. Marshall Foundation, Lexington, Virginia




FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1063

Mr. Javirs. Do I gather, then, that your statement on page 3
under item 4 is your position:

Checks on our part should be possible through continuous review and sugges-
tion with, of course

and I emphasize this next clause—
the power to withhold funds when there is serious misuse of our aid,

Now, do you consider the power to withhold funds to be the major
policy decision possible under the administration of this program?

Miss NewcoMeR. I think it should be used only in extreme cases.
I think it is important to give them the benefit of the doubt.

Mr. Javirs. Do you feel we should entrust any administrator with
the power to withhold funds, or should we reserve that right only to
the President?

Miss NEwcomER. I believe reserving funds for the whole nation or
a whole nation, or withholding them for an entire nation, that should
be the President’s decision.

Mr. Javirs. Do you feel that would be a matter of the highest
foreign policy?

Miss NEwcoMER. I am not an expert in the field of administration,
but I should think so.

Mr. Javits. Do you feel that residual power to withhold would
constitute interference with the affairs of these countries who are
parties to the program?

Miss NEwcoMmER. I see no possibility of it not interfering to some
extent In the affairs of other nations. As Miss Stone said, it i1s a
fine line.

Mr. Javits. But it would not bée a coercive interference? You do
not believe it would be? I refer to the power to withhold.

Miss NewcoMmeER. 1 agree. Let me put it this way: The inter-
ference probably would be coercive under certain conditions. It
might be inevitable. I am speaking only for myself now. I would
not say that you can never interfere. I think it is awfully important
not to interfere unless the purposes of the aid program itself are
obviously not being carried out.

Mr. Javits. Your very next sentence says:

It is equally important, however, that we do not interfere needlessly.

Miss Newcomer. That is right.

Mr. Javirs. Would you say that the power to withhold is not
needless interference?

Miss NewcoMEeR. [t depends on how it is used. Suppose you got a
dictatorship which was using these funds for armaments or something
of that sort; obviously that is a misuse of the whole foreign-aid pro-
gram, |

What I did say here, I think, is that the test should be whether
they are going ahead with production and support the purposes of
the program.

Mr. Javirs. Could we agree that you would not give the power to
withhold to any lesser authority than the President or the Congress?
You would not give it to an Administrator?

Miss Newcomer. Not for a nation as a whole.

Mr. Javirs. Thank you very much.
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Acting Chairman Bouron. You notice, of course, that Mr. Javits
gives evidence of his legal training and capacity.

Mr. Maloney.

Mr. Mavoney. Miss Newcomer, you mentioned that any change
of a government to socialism should not affect this plan, or affect our
giving or making contributions to that country.

In England, the socializing of the coal industry has caused an
increase in the cost of coal production, and a vast increase in the cost
of coal production.

Would that lead you to believe we should stop aid to a country
that embraced the Socialist form of government and took over gov-
ernment ownership of various industries that would inecrease their
cost of production?

Miss NewcomER. Yes. I believe we have no right to say that. I
do not believe you can always prove that it is more expensive.

Mr. MavonEy. I think you will find the figures on the coal produe-
tion in England have iacreased greatly since the mines have been
socialized. -

Miss NewcomeRr. That is for a short period. That is not final
evidence. Always a new administration has difficulties.

Mr. Mavoney. The overhead, I understand, has considerably
increased.

Miss Newcoumer. I think if you find gross inefficiency, so that
the aims of this program are being interfered with, you are in a
position to do something about it.

Mr. Mavoney. That brings us to the point of interfering with the
internal factors of a country and their sovereignty, does it not?

Miss Newcomer. I think as soon as you put any strings on this at
all, you have done that. It is a matter of reasonable interference,
and that is where you have a fine line.

Mr. MavroxEY. Do you believe that the governments of these
countries will for a peiod of years, say a period of 4 years, subject
themselves to interference with their own sovereignty? I ask that as
a practical question.

Miss NEwcoMER. Do you mean would they accept this?

Mr. MavroNEY. I believe they will probably accept it in the begin-
ning, but after a short period of time, there may be new members of
the cabinet or the government who will dislike their sovereignty being
interfered with in this manner and will object to the plan. What is
your thought on that?

Miss NEwcoMER. I do not see that you need to have interference
any more than one business enterprise interferes with another when a
loan is made. There are certain strings tied to that loan. This
happens, perhaps, to be a gift, but you can tie strings to it in the same
way you do a loan.

Now the other party to the contract does not have to accept that.

The only point we wish to make, here, is that we should not set up in
advance the criteria which will determine whether we give them money
or not.

Mr. Mavroxvey. That will be a bilateral agreement?

Miss NEwcoMER. Yes, but we will not dictate that they may not
socialize on the chance that it is inefficient. )

If in the long run it turns out to be clearly ineflicient and they are
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not getting the increase in production, which is our aim, then that is
somethmo' else.

Mr. MavoNEY. I feel it to be rather different than a contractual
rehtlon&uun between two parties, because you can void the contract
and each go your separate ways. However, in this, it is & government
involved and the good will of a government iny olved and it is vastly
different than just a contractual agreement.

Acting Chairman BorToN. lhoutrh it 1s government agreement, still
the undersmndmw in the bef"lnnmg is that those accepting these
agreements for grants in aid or loans do so on the basis of certain
stipulated things, and therefore it would not surprise them. If they
violate one of those, the relief is stopped.

Mr. MavoNgy. There will then be an unfriendly feeling between
that country and our own country.

Acting Chairman BovrToN. That unfr lendly feeling may be on our
part, that they had not lived up to the thing they agr reed to.

Mr. MaroNEY. I do not like to see that appeasing relationship
develop if we can llelp it.

Acting Chairman Borron. If there is any danger of considering
this an appeasement measure, we better not touch it, because this is
not an appeasement measure, 'this is a rebuilding of the self- -respect of
a nation.

Mr. MaLoNEY. ““Appeasement’” may not have been quite the right
term, but, taking our 'past experience, we would do almost anything
to avoid rupture with a country.

Acting Chairman Borron. We hope this will be a result of the
knowledge we have gained out of unfortunate past experience.

Mr. MaLoNEY. 1 hope we do gain from that experience.

Thank you.

Acting Chairman BorToN. Thank you very much, Mrs. New-
comer. I am very proud of all three of you and am happv to have had
the privilege of being in the chair this afternoon.

Mr. JarmAN. I would like to comment on what a very able as well
as charming chairman we have had today.

Acting Chairman Bovron. The gentleman may not be from Ireland,
but he can always be depended upon.

The following communications and statements, being six in number,
have been submitted for the record and will be included in the record
at this point.

(The documents referred to are as follows:)

‘Incoupssy, CoLes & WricHT,
Washington 6, D. C., February 9, 1948.
Hon. CaArLEs EATON,
Chairman, Commitlee on Foreign Affairs, House of Represenlatives,
Washington 25, D. C.

My Dear Mgr. EaTron: During the February 4 meeting of the Committee on
Foreign Affairs, Mr. William Davies received the committee’s permission to file
a brief for the record on behalf of the Foreign Freight Forwarders and Brokers
Association and its affiliated organizations. For your information, a copy of
that brief is enclosed.

Many thanks to you and to the committee for the courtesy which has been
shown us.

Sincerely,
Marvin J. CoLEs.
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Brier SuBmITTED BY MARVIN J. CoLEs REPRESENTING THE FOREIGN FREIGHT
FORWARDERS AND BROKERS ASSOCIATION OF NEW YORK AND AFFILIATED
ORGANIZATIONS

Freight forwarders are the connecting link between our domestic and foreign
transportation systems. To explain the functions performed by these freight
forwarders, let me give you an actual example of the work they do. Suppose that
farm machinery, or any other product, is sold or given to any European country.
That machmnv is probably manufactured somewhere in the Midwest. The
manufacturer places it aboard a train for shipment to the seaboard, consigned to
his forwarder or other port representative. On arrival at the port, arrangementg
must be made for shipping space aboard a aoagomg, vessel, bills of lading and con-
sular invoices must be prepared, our Government’s reqmremenh must be fulfilled,
marine insurance must be arranged, and the cargo has to be physically mmed
from the railhead to the ship’s hold. To handle these jobs, ocean freight forward-
ing firms exist in every major port city and have performed these functions for
many generations. Without them, our foreign commerce would have great
difficulty in moving.

At the outset, let me add that we are here talking only of the ocean freight
forwarders, sometimes referred to as the ‘“‘foreign freight forwarders,” although
they are American citizens, because thev ship exports to foreign destinations.
Let me emphazize, moreover, that all of the freight forwarders’ functions are per-
formed in this country. Let me also point out that, in the port of New York
alone, these freight forwarding firms employ over 10,000 people. Perhaps the
best evidence of the value of their work is that for many many years, almost all
large exporters have relied upon their services for the movement of their export
cargoes. In brief, their function is to supervise export movements through all
United States ports, including the preparation of all doeuments and Government
permits, the arrangement for physical movement of the cargo to the ship, the
arrangement of shipping space and the general chaperonage of the eargo in its
movements to the sea. In general, they act as the agents of the shipper in per-
forming functions which that shipper otherwise would be required to perform
himself, and also perform services for the ocean carrier.

Legislation now pending before this committee for the relief and rehabilitation
of the countries of Europe is presently of overwhelming interest to our ocean
freight forwarders. While this program means life to many of the people of Europe,
its improper administration could mean economiec death to our freight forwarding
industry. During the coming few years, it is probable that relief cargoes will
constitute the major part of all export shipments from this ecountry to Furope.
Fstimates which I have seen hypothesize that they will make up, directly and
indirectly, about 80 percent of 2ll export shipments. Dollar shortages, T am told,
are so severe that almost all said foreign purchases will be from these relief funds.

If these relief eargoes are handled through ordinary channels, freight forwarders
have no fears and ask no favors. But actions in recent years by our own Govern-
ment agencies and the agencies of foreign governments in the handling of previous
Government cargoes sent ahroad, have led to the fear that the handling of relief
supplies may put our commercial frr-lght forwarders out of business. The primary
fear of the freight forwarders is that under the relief program either a Government
agency, or agents of the foreign nation recipients, will handle the actual forwarding
of relief cargoes. In our fear we see the possibility of the Army transportation
service or another Government agency taking over forwarding functions for all
foreign relief cargoes, as they have for shipments to the occupied areas, and even
to some unoccupied areas such as Greece, if relief supplies are shipped direetly
by our Government. If the European roliof program provides a system of credits
whereby the foreign nations can do their own purchasing in this country, our worry
is that, as they did early in the war, the recipient nations will establi ;h their own
purchasing missions and handle the forwarding of their purchases through their
own forwarding organizations. May I add that these fears are not mere witcheg’
tales. On the contrary, experience with the large-scale movement of Government
cargoes during the recent war indicated that they are very real. Our fears are
intense because their realization would mean that many freight forwarders would
be ruined financially.

Early in the recent war, the extent to which the Army expanded its forwarding
activities and the prevalance of foreign nations forwarding missions in this country
resulted in serious economic logs to the American ocean freight forwarders. In
order to prevent their being driven from the business which they had built up
over many years, the forwarders appealed to Congress. After thorough hearings,
the Congress decided that their position was just: in the so-called Bland F reight
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Forwarding Act, codified as section 217 of the Merchant Marine Act of 1936, as
amended, Congress provided that lend-lease and other nonmilitary government
cargoes should be shipped through the facilities of commercial freight forwarders
such as those I here represent.

May I add that this remedy to the forwarders was given not only on the theory
that they should be protected against an unfair type of competition in an abnormal
export situation, but also because it was found by Congress that the welfare of the
postwar American merchant marine and our postwar foreign commerce required
the maintenance of our private freight forwarding industry. The Freight For-
warding Act was not a mere wartime measure, but remains upon our statute books
and is still the expression of congressional policy coneerning the importance and
the utilization of our private freight forwarding industry in the postwar as well
as wartime period.

As I previously mentioned, the Freight Forwarding Aect contains a separate
sentence providing that lend-lease shipments should be included with its coverage,
Under that clause, a large proportion of commercial type lend-lease shipments
were made through our private freight forwarders. I have been informed by
Government people who were close to this program that the service provided by
the freight forwarders was not only more efficient and more expeditious than that
which had been provided by the Army and by the foreign government freight for-
warding agencies, but also that its cost to the taxpayers of this country had been
less. It seems to me obvious that if the relief cargoes shipped under the bill now
pending before this committee are similarly serviced by private freight forwarders,
they, too, ecan be handled more cheaply and more efficiently than by any other
method. It stands to reason that the long existence experienced private enter-
prise forwarders who have met the competition of each other and who have for
generations provided a service which large-scale shippers have deemed more
economical to use than to set up their own forwarding organization is the best
possible proof that use of private forwarders will be both cheaper and more efficient
than for our Government or the recipient governments to set up their own freight
forwarding organizations. Moreover, use of these private freight forwarders will
be in keeping with the American tradition and will tend to preserve the private
enterprise system which is the basis of our economic and social life and which the
relief program is designed to preserve throughout western: Europe.

One thing I should like to point out most clearly is that the cost to the Gov-
ernment for utilizing freight forwarders is extremely small and considerably less
than if the =ervices were to be performed by Government agencies. Revenues
paid the freight forwarders come from two sources. First are forwarding fees,
paid by the shipper for particular services such as preparing necessary docu-
ments. Normally these range from a few pennies to but a few dollars. The
second source of revenue of the forwarders comes from what is known as broker-
age, and is paid without any cost to the shipper. In return for arranging ship-
ping space and the other services which he performs, the freight forwarder re-
ceives from the shipping company 1% percent of the freight revenue paid by the
cargo. For example, if the Government were to make shipment of a commodity
which paid the ship company a freigcht charge of $1,000, the freight forwarder
would receive $12.50 from the ship-operating company. Parenthetically, I
might add that ship rates are in no way affected by this brokerage but are set
by general supply-and-demand conditions. If“the Government were to set up
its own forwarding organization, its costs would necessarily be far greater than
the amounts which it would pay to the private forwarders to perform the neces-
sary forwarding funetions for cargoes shipped under this bill.

T think that neither you gentlemen nor the majority of thinking Government
administrative personnel desire to substitute Government forwarders, either our
own or foreign government agencies, for our private-enterprise forwarding system,
As recently as 1942, the Congress in the Freight Forwarding Act expressed its
opinion that private forwarding should be preserved and was necessary to our
foreien commerce. In discussion on the interim aid bill, Members of both
Houses of Congress made similar statements on the floor that private-enterprise
freight forwarders should be used to handle Government relief shipments. The
Maritime Commission has stated that it will, in fulfillment of its duties under the
Freight Forwarding Act, urge other Government agencies to use private freight-
forwarding facilities. Most important, the State Department has stated in
writing that it is its policy to use private freight-forwarding facilities to handle
Government relief shipments wherever practicable,

We appear before this committee today to urge one thing. That is that either
this legislation or its legislative history clearly indicate the congressional intent
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that private freight forwarding be used to handle Government relief cargoes,
This can, in my opinion, be accomplished in either of two ways. First would be
by actual amendment to the pending bill which could read along the following
lines:

“The term ‘water-borne export and import foreign commerce of the United
States’ as used in section 217 of the Merchant Marine Act of 1936, as amended
(56 Stat. 171), shall be deemed to include all export shipments from the United
States made pursuant to provisions of this Aet.”

If such a clause were to be added, it would clearly demonstrate the congressional
intent that these supplies, as were the lend-lease shipments, should be serviced
by private forwarders. :

In the event that the committee deems it unwise to burden the pending legis-
lation with a clause to this effect, I think that the same result can be obtained
through a clear statement in the committee’s report on this bill that it is their
intention that private freigcht-forwarding facilities be used to service these relief
cargoes. If this alternative is deemed more advisable, may I suggest something
along the following lines: '

“Authority is given in the bill for the transportation of relief supplies to the
recipient nations. While the authority to transport these relief supplies is broad,
it is the intention of your committee that normal private freight-forwarding
channels be used to service relief cargoes and that these cargoes should be handled
in accord with the provisions of section 217 of the Merchant Marine Act of 1936.
It is your committee’s view that use of private freight forwarders to handle these
cargoes would not only be less expensive to the Government but that it is necessary
to insure the preservation of our freight-forwarding industry for service to our
post-relief-program foreign commerce.”’

Whichever alternative the committee deems the more advisable, I urge upon
them to make it clear that private freight-forwarding facilities shall be used to
handle these relief cargoes. In the absence of such a congressional mandate.
the freight forwarders must continue fearful that forwarding by Government
agencies or by the missions of the recipient nations will destroy their long-estab-
lished enterprises. Not only would this be of personal detriment to the forwarders
concerned, but it would also be detrimental to the postrelief program foreign

“commerce and merchant marine of America. For if the handling of these relief
supplies results in putting the freight forwarders to the wall, the ultimate result
in the normal commercial period to follow would be to put a serious impediment
on the smooth flow of our future export commerce. I urge upon you gentlemen
the desirability and necessity of clearly expressing your intention to preserve thg
private ocean-freight-forwarding industry by requiring its use to handle shipment
to be made under the pending bill.

WouMEN’S AcTiON COMMITTEE FOR LASTING PEACE,
New York 22, N. Y., February 9, 19/8.
Hon. CaarLEs A. EaToN,
Chairman, Foreign Affairs Committee,
House Office Building, Washington, D. C.

Dear MR. EaTron: Under date of January 22 the Women’s Action Committee
for Lasting Peace wrote to your committee asking that a representative be heard
on the European recovery program. The letter was acknowledged, but we have
heard nothing further.

We are therefore writing to send you a statement of our position on this
measure and ask that it be included in the records of the hearings.

Hoping that this may be done,

Sincerely yours,
Vira WHITEHOUSE,
Mrs. NormAN pER. WHITEHOUSE,
National President.

STATEMENT ON THE EUROPEAN RECOVERY PROGRAM

The Women’s Action Committee for Lasting Peace considers that the European
recovery program is the most important matter to come before Congress during
the postwar period. It can have the same decisive effect on reconstruction
toward a permanent peace that lend-lease had as the economic spearhead for
victory.
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The European recovery program was conceived with vision and has been
worked out on the basis of comprehensive planning and eareful calculation on
both sides of the Atlantic. We expect Congress to approach the matter in the
same constructive spirit.

We urge that the European recovery program should immediately become the
subject of informed Nation-wide discussion. The United States cannot afford
to submit it to the pitfalls and delays of election-year wrangling.

The Women’s Action Committee for Lasting Peace wishes particularly to stress
the following points:

1. ERP must be carried out on a scale which will make it a genuine recovery
program, thereby avoiding the recurring necessity for relief.

(a) Congress must act promptly before the situation in Europe becomes worse
and therefore more difficult to handle.

(b) Appropriations must be sufficiently large to achieve the purpose. Half
measures, or even 90 percent measures, will not suffice.

(¢) The plan must remain comprehensive. The nations of Europe must have
assurance of continuity in aid over the 4-year period.

2. The administrative machinery for the program should be as simple as pos-
sible. Flexible administration is important, particularly in view of the fact that
the situation in Europe will not remain static.

3. While precautions should be taken to provide for the most effective develop-
ment of the program and to guard against misuse of our aid to Europe, Congress
should not attempt to legislate an intricate set of rules for ERP. The nations of
Europe should not be forced into humiliating strait-jackets as the price of ERP.
The program should remain dynamic. As problems develop they should be
worked out on the basis of consultation.

4, The ERP agreements to be negotiated between the United States and the
16 European cooperating nations should be drawn up within the framework of
generally agreed principles. Every effort should be made to encourage an inte-
gration of European economy. Allocation estimates should be made either
through the UN Economie Commission for Europe, or by some machinery set up
by the cooperating nations.

5. In carrying out the program the revival of German industry is essential, but
this revival must be correlated with the needs of the rest of Europe. The Ruhr
should be brought under international control to prevent the revival of its war
potential.

6. In order to avoid inflationary pressures on our own resources, ERP funds
should be used to purchase materials in Latin America or elsewhere when such
materials are in short supply in this country. However, these purchases should
not be made at exorbitant prices.

7. In order that the most effective use be made of our resources and productive
capacities in view of national and world shortages, domestic controls should be
set up to prevent further inflation and to insure a sufficient distribution of scarce
materials. These should include a revival of rationing, either at the commodity
level or, if necessary, at the consumer level, and of price control of key commodities.

NaTioNAL RETaiL FArM EQUIPMENT ASSOCIATION,
St. Louis 1, Mo., February 6, 1948.
Hon, CaARLES A. EATON,
House Foreign Affairs Commattee, House Office Building,
Washington 25, D. C.

Dear ConGreEssMaN Earon: Here is a one-page condensation of testimony
which vitally concerns a very important man, your American farmer-constituent.

My testimony, which was heard by Senator Vandenberg’s Senate Foreign
Relations Committee February 3, stated in brief:

(1) Too much power farm machinery sent to Europe under ERP will work
serious hardships on the American farmer.

(2) Tt will not do the job for European agriculture that is intended.

(3) The outline plan of the National Retail Farm Equipment Association (17,000
farm equipment dealers Nation-wide) to collect, recondition, and export horse-
drawn equipment, which is obsolete here, to Europe’s needy farmers.

I believe reading the attached page, or the attached complete testimony (6
minutes reading time) will be worth the valuable time you spend.

Yours very sincerely, ‘ i
Pavrn M. MiuuikEN, FErecutive Secretary.
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“We propose to use the manpower and facilities of our 17,000 (farm equipment)
dealer members throunghout the Nation to comb the farms for usable horse-drawn
equipment, bring it in to the dealers’ repair shops, thoroughly recondition it and
make it available for shipment abroad,” if the idea should be accepted by the
agency designated by Congress to administer the Furopean recovery program,
Paul M. Mulliken, executive secretary of the National Retail Farm Equipment
Association, told members of Senator Arthur H. Vandenberg’s Senate Foreign
Relations Committee February 3.

Stating that: “We believe that it is an unsound practice to attempt to com-
pletely mechanize western Europe agriculture overnight,” because of the relative
smallness of the average farm and the problems European farmers would have
with power farm machinery, Mulliken offered details of a plan to collect horse-
drawn machinery.

“We made a small-scale survey in December (1947) to dealers in 45 States
which showed that there are ample quantities of most horse-drawn ma-
chingg. * * =V

Mulliken pointed out United States Department of Commerce figures which
show tremendous inereases in the amount of equipment sent to the 16 countries
in 1946 and the first 5 months of 1947. These countries will be short of fuel,
trained operators, skilled mechanics, and adequate service facilities to handle
large amounts of power equipment.

“The western European small acreage farmer who never needed, wanted, or
expected complete mechanization of his few acres should not be provided United
States equipment now at the expense of American farmers whose 1948 acreage
goals set by the United States Department of Agriculture are substantially higher
than 1947, he conecluded.

(Copy of complete testimony attached.)

STATEMENT ON FARM MAcCHINERY REQUIREMENTS UNDER THE EUROPEAN RE-
COVERY PROGRAM, BY THE NATIONAL RETAIL FARM EQUIPMENT ASSOCIATION

My name is Paul M. Mulliken. I am executive secretary of the National
Retail Farm Equipment Association composed of 17,146 farm equipment re-
tailers located in rural communities throughout the United States.

My purpose in appearing before the committee is to extend the offer of assist-
ance of these dealers in providing a portion of the farm machinery requirements
of the European recovery program. The proposal we are making would provide
this assistance without impact to American agriculture.

No group is more aware of the value of farm mechanization to the agriculture
of a nation than the farm equipment dealer-members of our organization who do
business exclusively with farmers. We also recognize fully the need for farm
machinery in western Europe. However, we believe that farming conditions in
western Europe vary greatly from those prevailing in the United States, due
largely to the size of the individual farms.

For example, in France the average farm consists of only 24 acres, while in
Texas, which has relatively the same total area, the average size farm is 329
acres. In the Netherlands 90 percent of all farms are under 50 acres in size and
50 percent of them are less than 10 acres.

Sweden has a total of 420,000 farms but 120,000 of them consist of less than
5 acres; 270,000 have between 5 and 50 acres. Thus, 93 percent of the total of
the farms in Sweden are smaller than 50 acres in size.

In the whole of the United Kingdom the average amount of all eropland per
farm is less than 35 acres.

Only one-fifth of the area of Greece is under cultivation. The 6,000,000 acres
of farm land are split up into nearly 1,000,000 farms with less than 7 acres on the
average. Only 13 percent of all farms consist of more than 12} acres.

In Italy only one-tenth of the land is arable. The average size of Italian farms
is less than 16 acres. In 1939 there were 8,756,858 persons engaged in agriculture.
It is rather obvious that with less than 2 acres of farm land per person engaged in
farming there is not much need for power farm equipment.

You will note that reference has been made to 6 of the 16 European nations
but these are the ones most frequently referred to in discussions of agriculture
requirements under the European recovery program. It is not inconsistent to
believe that agricultural conditions are comparable in the other 10 countries
involved.

It should be most readily apparent that modern power farm equipment such
as is currently being built by our factories would be neither practical nor feasible
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on farms comprising 5, 24, or even 35 acres where the individual fields would be
still smaller. The knowledge of farmers’ needs possessed by the farm equipment
retailers of the United States convinces us that exporting huge quantities of
tractors, combines, pick-up balers, and other power farm equipment to Europe
is unsound. Even if ample supplies of fuel were available, there would be a
shortage of trained operators, skilled mechanics, and adequate service facilities.
This was proven in innumerable instances under the United Nations Relief and
Rehabilitation program.

We believe that it is an unsound practice to attempt to completely mechanize
western European agrieulture overnight. Farm mechanization must be a pro-
gressive movement just as it has been here in the United States. We began to use
power farming methods before World War I and haven’t yet completed the job
after more than a third of a century.

Mr. Chairman and members of the committee, it seems to us in the retail farm
equipment industry that there is a way whereby the small acreage farmers in these
devastated countries could be greatly assisted in their recovery efforts. We
believe that their greatest immediate need is for the horse- or animal-drawn type
of farm machines. We are aware that farm machinery manufacturers here in the
United States are building very small quantities of this type of equipment. Most
of the long-line manufacturers (including Allis-Chalmers, B. F. Avery & Sons,
J. 1. Case, John Deere, Dearborn Motors, Harry Ferguson, International Har-
vester, Massey Harris, Minneapolis-Moline and Oliver) have either discontinued
altogether the production of horse-drawn machines or make so little of it that the
amount is negligible. We are not at all certain that the jigs, dies and other
fabricating equipment is still available—we are confident that their production
lines are not intact.

To reestablish production and assembly lines in these plants would undoubtedly
be extremely costly and perhaps uneconomieal. To build large Yuantities of
new horse-drawn farm machines would divert great amounts of steel and other
eritical materials in addition to requiring man-hours of labor and plant facilities
that are so sorely needed for the production of power farm equipment for the
American farmers.

It is highly essential that our farmers be supplied with new machines if they are
to continue to produce the foods, fats and fiber urgently needed here at home and
throughout the world. I am sure that every Member of the Congress who repre-
sents a rural area is fully aware of the acute shortages that exist here in the farm
machinery supply.

As executive secretary of the National Retail Farm Equipment Association,
I am here to offer the assistance of our membership to the agency that the Con-
gress may designate to administer the European recovery program. We believe
that there is a way whereby the greater part of the farm machinery needs of
European farmers can be met without materially diminishing the supply of new
power equipment for our own American farmers. We know that there are sizeable
quantities of good, usable—but not needed—items of horse-drawn machines to
be found on the farms of the Nation. Muech of this equipment is reasonably
new. It was retained by the farmer as stand-by equipment when he mechanized
his farming operations.

In order that we might be certain of our facts, we made a small scale survey
in December. Letters were written to some 250 representative dealers in 45
States. Replies were received from 213 dealers coming from 44 States. (We
have no information about conditions in Arizona, Nevada, New Mexico, or
Wyoming.) We asked dealers to advise us (1) if there was any usable machinery
on the farms in their trade territories; (2) if farmers would dispose of it at a fair
price; and (3) if the dealers would be willing to cooperate in collecting it, recondi-
tioning it and making it available for export. From the replies received, we are
convineed that there are ample quantities of most horse-drawn machines (except
fertilizer distributors), although the supply is not uniformly distributed over the
country. Many dealers report that they have discussed this proposal with their
armer customers and invariably the farmers are most enthusiastic.

We propose to use the manpower and facilities of our 17,000 dealer members
throughout the Nation to comb the farms for usable horse-drawn equipment,
bring it in to the dealers repair shops, thoroughly recondition it and make it
available for shipment abroad. This is as far as we could proceed since retailers
do not have the knowledge or facilities needed to engage in exnort work.

Our members have engaged in this type of endeavor on two previous oceasions.
In the fall of 1942 and through 1943 when there was an extreme shortage of quality
serap iron, we were requested by the Salvage Division of the War Production
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Board to collect worn-out, broken-down farm machinery for the scrap deslers
to help increase the supply of steel so highly essential in sueccessfully prosecuting
the war. The unprecedented achievements of the dealers in this effort are clearly
shown in the records of the Salvage Division and will forever reflect credit upon
our industry.

In 1944 a representative of the Agricultural Commission of the Mexican Gov-
ernment came to Washington seeking permission to buy a quantity of horse-drawn
farm machinery for his country. Even at that time our factories were not
building any appreciable amount of that type of farm equipment. Due to
shortages of raw materials and manpower, our industry was subject to WPB
limitation orders. It was quickly decided that no new machinery could be sup-
plied to our friendly neighbor on the south but General Acosta was directed to
go to St. Louis to see if the National Retail Farm Equipment Association could
assist in any way. I am happy to tell the committee that we procured for the
Mexican Government all of the horse-drawn machinery that they wanted, and
we did it without retarding food production here in any respect.

It does not seem appropriate at this time to attempt to develop further the
details of this proposal. If the idea should be accepted, I ean assure you of the
complete cooperation of our associations in formulating and executing the dealer’s
part in the program.

In closing I would like to make reference to farm machinery exports since the
end of the war, particularly because I believe the situation needs clarification,

In this connection, I refer you to an article captioned ‘“Analyzing farm equip-
ment, exports” reprinted from the February 1948 issue of Farm Equipment
Retailing, a reprint of which is attached hereto.

As stated in that article, there is a general impression in this country (except
among farmers and implement men) that there has been little or no farm equip-
ment exported to the 16 countries to be considered under the provisions of the
European recovery program, and yet, the export figures compiled by the United
States Department of Commerce show tremendous inereases in the amount of
equipment sent to these countries in 1946 and the first 5 months of 1947; no
doubt due to large shipments under UNRRA.

We believe that a study of the analysis will lead members of this committee
to the conclusion that the western European small acreage farmer who never
needed, wanted, nor expected complete mechanization of his few acres should
not be provided United States equipment now at the expense of American farmers
whose 1948 acreage goals set by the United States Department of Agriculture
are substantially higher than 1947,

L L admatnd
Y BT

T ANnALYZING FARM EQuipMENT EXPORTS

There is a general impression in this country (except among farmers and imple-
ment men) that there has been little or no farm equipment exported to the 16
countries to be considered under the provisions of the Marshall plan, and yet, the
export figures compiled by the United States Department of Commerce show
tremendous increases in the amount of equipment sent to these countries in 1946
and the first 5 months of 1947; no doubt due to large shipments under UNRRA.

To illustrate, by far the greatest export increases went to Russia and Russian-
dominated countries—Austria, Czechoslovakia, Poland and Yugoslavia—although
other countries, France included, received substantial increases.

When Poland was free—and spending her own dollars—back in 1938—she
imported only $32,000 worth of farm machinery and implements from this
country. But in 1946 United States manufacturers, under UNRRA, were obliged
to ship 82,291,000 of farm equipment, a percentage increase of 7,060 percent over
1938. And for the first 5 months of 1947, until controls were removed from ex-
ports, Poland received $3,000,000 in farm equipment from the United States or a
percentage increase over all of 1938 of 9,275 percent.

Czechoslovakia managed to get along on $110,000 worth of United States farm
machinery production in 1938 but required $1,329,000 worth in 1946, a percentage
mncrease over 1938 of 1,108.2 percent and in the first 5 months of last year received
$1,133,000 worth, a percentage increase over 1938 totals of 930 percent.

Yugoslavia did with a mere $24,000 worth of United States farm equipment in
1938 but received $2,183,000 worth in 1946, 9,000 percent more than 1938. In
the first 5 months of last year Yugoslavia had received farm equipment from the
United States valued at $991,000, an increase of 4,029.2 percent over 1938.

Russia, whose tractor plants were reported destroyed during the war, needed
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$147 000 worth of equipment in 1938 but received $1,618,000 worth in 1946, a
percentage increase over 1938 of 1,000.1 percent. In the first 5 months of 1947
Russilagégceived $2,324,000 worth of equipment for an increase of 1,487.7 percent
over .

The United Kingdom during 1938 purchased $3,496,000 worth of farm equip-
ment from the United States and in 1946 this was increased to only $3,972,000 or
8.5 percent more equipment. For the first 5 months of 1947, slichtly more,
$3,967,000 worth, was purchased which amounted to 13.5 percent more than 1938.
Unlike western European countries, Great Britain seems to have been able to
manufacture much of its own equipment.

France received $1,386,000 worth of farm equipment in 1938, $11,754,000 worth
in 1946 for an increase of 748.05 percent. In the first 5 months of 1947 France
received equipment valued at $8,522 000, or a percentage increase over 1938 of
514.8 percent. France is one of the 16 nations under the Marshall plan set to
receive a large amount of aid.

North American countries during the first 5 months of last vear received a
124.8 percent increase in United States farm equipment over the amount they
received in 1938; South American countries received spproximately the same
amount as in 1938; African countries received an increase of 27.3 percent. Eu-
ropean countries 155.1 percent more; Asia and Oceania countries an increase of 7
percent.

Figures are not available from the Bureau of Census on exports made after
May 1947, when controls were lifted, but these were probably much less after
the expiration of the UNRRA program.

For comparattive purposes the year 1938 was chosen (1) because it was the
last year when world-wide peace reigned and (2) farm equipment exports from this
country were greater in 1938 than they had been in a score of years.

Since almost 100 percent of all farm equipment exported since 1945 to the
above-mentioned countries should be presumed to be in operative condition, it is
obvious that farm equipment export needs ecalled for by the Marshall plan should
take into consideration the existence in these countries of this huge amount of
equipment.

There is a question in the minds of many farm equipment men as to how and
on what basis the needs of ERP were determined. For instance there is consider-
able variance in United States export statistics relating to farm equipment—even
in the same Government bureaus and departments.

The Bureau of the Census, United States Department of Commerce, reports
farm equipment exports of $69,578,000 in 1944, while the United States Statistical
Abstraet, published by the same United States Department of Commerce reports
(p. 901, 1946 ed.) that exports of tractors and agricultural implements in 1944
amounted to $166,608,000, a difference of $97,030,000. It may be assumed that
the larger figure includes shipments under UNRRA and possibly crawler-type
tractors.

In another example the United States Bureau of Commerce reports exports of
tractors and agricultural implements in 1946 of $85,142,000. However, the Bureau
of Foreign Commerce and Navigation, in the same United States Department of
Commerce, reports that exports for the calendar year 1946 amounted to
$157,559,000, another difference of $72,417,000. In this case also the larger figures
include shipments to Canada as well as shipments under UNRRA.

Some of these differences may be explainable by the fact that the Bureau of the
Census figures are not based on shippers’ export declarations at point of export
but rather upon reports received from manufacturing companies. ‘‘Therefore,”
states the Bureau of the Census, “the statistics are limited in their reliability by the
extent to which the manufacturer knows that the farm equipment shipped from
his plant will be actually exported.”

On the other hand, the export figures of the Bureau of Foreign Commerce and
Navigation are based on actual shipping declarations (f, a. s8.) and include UNRRA
shipments for the periods mentioned.

A more specific analysis of these statistics will certainly be helpful in the con-
sideration of the Marshall plan. The western European small-acreage farmer who
never needed, wanted, or expected complete mechanization of his few acres
should net be provided United States equipment now at the expense of American
farmers whose 1948 average goals set by the United States Department of Agri-
culture are substantially higher than 1947,
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CoNGRrEss oF THE UNITED STATES,
HousE orF REPRESENTATIVES,
Washington, D. C., February 7, 1948.
Hon. CearLEs A. EaTON,
Chairman, Foreign Affairs Commitiee,
House of Representatives, Washington, D. C.

Dear Doc: The other day I spoke with you concerning that article in the
Atlantic Monthly under the title “Working Our Dollars Abroad,” which in brief
is a plan to insure American capital of the controvertibility of foreign currencies
into American dollars to cover plant investment, depreciation, and dividends.

The administration bill before your committee now earries a provision in broad
language to carry this idea into effect.
¥ Quite a number of businessmen ready to invest abroad have talked to me
about it. In addition thereto I wish you could find time to examine the letter
of Charles Will Wright which is attached. You will probably not find time to
read the other 'material but you will note from his letter] that Robert Garner,
vice president”of the World Bank, is also interested. I hopefyou can put this
in your file and have it handy when you get to this item in the bill. I shall be
deeply grateful.

Sincerely,
EveErETT M. DIRKSEN,

2540 MassacHUSETTS AVvE. NW,
Washington, D. C., February 6, 1948.
Hon. Evererr M. DIRKSEN,

House Office Building, Washington, D. C.

My Dear ConNcrEssMAN DirkseEN: I have read with great interest your excel~
lent article “Working Our Dollars Abroad’ in the Atlantic. You have presented
a clear picture of what should be done to encourage American private capital to
enter this rather risky field of investment. I spent a few months in France, Italy,
and Greece last spring and brought back some well worth while mining projects
which would increase the output of lead-zine, and manganese ores, but for the
reasons you give, none of our mining companies were willing to risk investment in
Europe. However, if their investment is properly safeguarded as you suggest
they would consider such investment.

A few weeks ago, I discussed a plan with Robert Garner, vice president of the
World Bank, by which the local governments would agree to make the payment
in dollars of all net profits due American investors from the operation of approved
projects ‘and in case of confiscation the local government would give full com-
pensation to the American investors in dollars at the rate of exchange at the time
of investment. Such an agreement between the American investors and the local
government would then be presented to the World Bank for indorsement. Mr.
Garner is studying the proposal. To further encourage American investors, the
local government should agree to exempt from import duty all machinery and
supplies required to carry out the projects for a period of three years. 1 would
be glad to discuss this matter with you at your convenience and the importance
of sending a few technical men from interested industries to start the ground-
wcirk in working out details of projects that will need European recovery program
aid.

Yours sincerely,
C. W. WrigHT.

A Long-RanNGe Pracrican PLAx For THE RELIEF, REHABILITATION AND IN-
DUSTRIALIZATION OF THE WORLD BY THE AMERICAN PEOPLE

During the lifetime of this generation, the population of the world has increased
by hundreds of millions. During the same period, the nations of the world have
stupidly fought two devastating World Wars and thereby destroyed or disorgan-
ized thousands of billions of dollars’ worth of wealth and wealth-producing facili-
ties,

The result of this destruction and disorganization is the loss by almost countless
millions of people of employment, security, hope and religion. This in turn, has
given us disillusionment, poverty, hunger, disease, crime and all of the isms,
including communism.

Today, the people in the United States, through the operation and produection
of our free-enterprise system, enjoy a standard of living of which there is no equal
nor has any other way of life ever produced a near equal. As part of the price of
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continuing individual, political and economic freedom, we must help the other
people of this world to help themselves.

The people of the world are already divided into two broad divisions: Those
under communistic control without personal, political, or economic freedom, and
the rest of the people of the world including the citizens of the United States.
This division in itself adds to the economic woes of the people by making it im-
possible to treat the whole world as an economic unit. We must make economiec
adjustments in the free part of the world and certainly not make it worse in our
long-range plan, by subdividing it into western Europe, China, Latin Aemrica,
Philippine Islands, India, ete.

During World War II the American people collectively were the deciding
factor in liquidating fascism and nazism. In so doing, we apparently built
something worse—communism. If our free-enterprise system is to solve the
economic problems of the world, particularly and initially including western
Europe, let us not build something worse—statism.

It is really unfair to the people of Europe or elsewhere when they are in econ-
omic trouble to force them to adopt statism. By all means, we should make s
set-up so that they may adopt our way of life—the American system of free com-
petitive enterprise which, through production has given the American people with
less than 6 percent of the world’s population, one-half of the wealth of the world;
resulting in both the highest standard of living the world has ever seen and our
ability and inclination, at the same time, to give relief and aid to the rest of the
world on a scale heretofore undreamed of.

The presently envisioned Marshall plan was apparently born in Paris with
the aid of political representatives only from 16 western European nations, al-
though it deals in matters involving practical production and distribution, for
which they were not fitted or trained. Any American businessman, with knowl-
edge of the facts, can tell you that the proposed Marshall plan figures for deliveries
covering, for example, electrical power generating equipment and steel-mill equip-
ment for 1948 and 1949 and probably even 1950, are absurd.

The estimated total cost of the Marshall plan as now presented is approximately
$20,000,000,000 covering relief, rehabilitation, and industrialization to the plan-
ners’ liking. The planners apparently believe that by spending this amount of
money, we will in some mysterious way save them in our interest from embracing
communism.

In the great majority of cases, the recipient governments, under the proposed
Marshall plan will use the machinery to further the socialization of industry
and to the definite detriment of private enterprise. It will provide the knock-out
blow for many of the remaining private enterprise die-hards, for the governments
will have new plants with relatively small capital investment and operating
tax-free. Private enterprise faced with this competition will soon capitulate.

The planners do not contemplate giving the American taxpayer possible relief
by the benefited countries agreeing to give the United States a certain percentage
of any favorable trade balance, which any one of them may develop during the
next 20 to 40 years. The one thing we can be sure of in this life is change, but some
people believe that our present relative economic position will continue indefinitely.

The crowning fallacy of the whole plan is the assumption that with American
machinery, the European governments can duplicate private American produc-
tion. Of at least equal importance to the machinery are American business
management, methods, engineering, processes, designs, distribution, research,
ete. (commonly called know-how), plus the free competitive system with personal
rewards for the skillful and the talented.

Machines without know-how had better be left at home. Know-how does not
come in a package. Even if it did, the oil refineries, the steel mills, the tire factories,
the artificial fertilizer plants, the chemical plants, the electrical manufacturing
industries, the automotive industries, ete., need a continuous stimulus from
ever-increasing improvements, developments, and research. The Marshall
planners, to date, have not even thought about this.

The Marshall planners are trying to convince our free competitive enterprise
system to, in part, liquidate or hamstring itself to solve Europe’s economic prob-
lems by building up state-owned enterprises in Europe. Accordingly, as an alter-
nate, the following is offered for consideration:

THREE PROBLEMS
Under this alternate plan, the relief of destitute people in Europe or elsewhere

in the world; the rehabilitation of essential industries and services destroyed or
disorganized by World War II; and the helping of other couutries to create wealth
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through industrialization will be separated and considered and handled as they
should be, as three separate and distinet problems.

Relief

If certain segments of the free populations of the world are really in need of food
and fuel and clothing to survive the coming winter in reasonable comfort, and if
their governments are unable to take care of them, let the facts be presented and
the American people will do their part. Controls, however, should be established
so that never again will we duplicate mistakes made by UNRRA with govern-
ments allowed to use gifts from America for political control or economic gain.

Successful relief like suecessful industrialization requires experienced adminis-
trative personnel. Accordingly, all gifts for relief should be administered by an
experienced agency, such as the Red Cross, Salvation Army, or Catholic charities.
Moreover, we should insist that a substantial percentage of not less than 25 per-
cent of the food, clothes, and fuel given by the American people, should be given
to the needy people of the recipient countries. In connection with the balance,
acceptable assurances should be given that in no cases, will relief material given
to a foreign government be sold to the consuming public at higher than the pre-
vailing retail prices in the United{States.

Rehabilitation

It is really surprising how little industry, outside of Germany and Japan, was
actually destroyed during World War II. The real problem of rehabilitation is
not carrying out new industrial developments but rather—

1. Rehabilitation of the farms including fertilizer, farm implements, seeds, and
breeding stock.

2. Rehabilitation of the transport systems, particularly including railroads and
the establishment of maintenance and repair shops.

3. Rehabilitation of their fuel producing and distributing facilities.

4.LL Rehabilitation of currencies so that when people are paid, it really represents
work.

5. Rehabilitation of Germany and Japan so that these countries may take
tgeir riglgtful places, politically and economically, in the family of the nations of
the world.

The rehabilitation of currencies is something which should be handled by the
International Monetary Fund, for which it was expressly organized and set up.
The rehabilitation of Germany and Japan should properly be handled by the
Department of State and involves the signing of equitable peace treaties and the
establishment of democratic governments acceptable and responsible to their
people and to the world.

The rehabilitation of farms, transport, and fuel supplies is something that
could properly be handled on a grant-in-aid basis. At the same time, as the
American people are going to pay the bill and the American people wish to further
the American way of life rather than some form of “ism,” controls should be
established so that materials for rehabilitation, although given to benefited
countries, will not be sold to the ultimate user at higher than prevailing retail
prices in the United States. Moreover, in connection with the rehabilitation of
farms in particular, some reasonable percentage of the materials should be given
to farmers without funds.

Industrializationd

When it comes to helping other countries to create wealth through production,
we must take a long-term view; we must zealously guard the American taxpayer’s
money; we must consider the possibility of the United States some day having
an adverse trade balance; we must remember that while Europe, including
England, is suffering from a devastating war, they are suffering equally economi-
cally, because the days are gone forever when the rest of the world is satisfied
to send them their raw materials for processing and for resale back to them—the
rest of the world has built and continues to build their own wealth-producing
industries; we must remember that there are now two worlds and that western
Europe is always subject to seizure by the Soviet, if it were made sufficiently
attractive for them to do so; and, above all else, we must act internationally to
protect the American system of free competitive enterprise and not use up our
substance to build state-owned industries abroad.

I recommend that we immediately drop the idea of giving western Europe
10 or 15 to 20 billion dollars worth of machinery and equipment with which to
built state-owned industries. In place of this, I suggest that a board representing
government, industry, finance, labor, and shipping under the chairmanship of an
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American Under Secretary of State be established with powers to consider and
approve projects anywhere in the world outside of the United States of America,
by American private enterprise with its managerial and manufacturing and dis-
tribution know-how, and up to a total estimated value of say, 20 billion dollars.

This board should be given authority so that once it has considered and approved
a project—

(@) The American Government guarantees that in the event an approved
foreign property is confiscated or otherwise taken over by foreign government,
any time during a 25-year period, the American investors will at that time
be reimbursed by the American Government with the equity in the property
becoming the property of the American Government.

(b)) The American Government guarantees for a 25-year period, that if
the property makes money, the American investors will receive sufficient
dollar exchange to pay dividends in dollars annually up to 3 percent of the
dollar investment.

(¢) License agreements covering American know-how, must be separately
approved by the board but once approved, the American Government for
the life of the license agreement, but not exceeding 25 vears, guarantees
sufficient dollar exchange to service the agreement.

(d) To encourage this American “risk capital” or “dynamic eapital” to
go abroad and create wealth through production and spread the gospel of
the benefits of the American way of life, all dividends received by American
investors from approved projects will, for a 25-year period, be free of United
States income tax.

Foreign currencies which may be received from time to time, by the United
States Government in making dollars available for dividends or for know-how,
as covered under (b) and (¢) will be used in the foreign countries for running the
American Embassy or other United States Government activities.

If this plan is adopted it will provide many advantages, including:

1. It will remove the barrier of fear which for years has held back private
American capital from going abroad. Private capital always seeks safety.
Previous experience with confiscation and inability to bring even reasonable earn-
ings home in the form of dollars will be eliminated. Aeccordingly, we may antici-
pate new ventures in great number being undertaken, either 100 percent American
or preferably, by mixed corporations.

2. It will strengthen the American way of life and the American system of free
competitive enterprise around the world including the United States.

3. If the American people are to support a cold war this plan will give us a
goal—free, competitive enterprise in the free part of the world—worthy of
sacrifice to win and not an end result of socialism, nationalism, statism, sovietism,
or totalitarianism in any form.

4. It will cost the American people far less than original outright gifts for the
interest and amortization of the cost of the gifts would be far greater than the
American taxpayer’s exposure under this guaranty plan. It is even to be noted
that making dividends income-tax free, causes no loss to our Treasury Depart-
ment when compared to the contemplated Marshall plan, under which the goods
will be given away which means obviously, no-dividends.

5. It will insure competent management, and know-how going with our ma-
chines to the mutual benefit of benefited foreign countries, their industries, thejr
labor, the American taxpayer, and the American investor.

6. It will insure an orderly and economic world development as populations
shift, as they must, to countries which are surplus food producers.

7. In the event that our relative economic position changes, the American
people will have private enterprise properties, around the world which could be a
lifesaver to this country. The British people for example, are now literally
eating the railroads that they owned in the Argentine by swapping them for beef.
Such a swap would not be possible if they had given the railroads to the Argentine
in the first place or if they held a batch of worthless I O U’s or defaulted bonds.

8. The American aid would be_ for the free part of the world generally, but
initially, could be directed by the board to aid largely western Europe.

9. Instead of being directed by a few men of political prominence our aid to
the world would be directed by thousands of American businessmen, able and
experienced, in the ramifications and intricacies of their particular part of the
program,

10. Tt will insure greater imports into the United States because the American
firms with foreien investments will be seeking countless wavs and means of in-
creasing their income. Moreover, these companies know how to sell in the
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United States, which apparently most foreign countries and companies do not
understand. In addition, we may be sure that such imports will supplement and
add to our standard of living rather than to tear it down as may be the case if
imports are made under governmental decree.

Witriam E. Knxox, New York 5, N. Y.

[Reprinted from the January 1948 issue of Mining and Metallurgy, monthly magazine of the American
Institute of Mining and Metallurgical Engineers]

RejuveENAaTING EUROPEAN MINING
HOW THE MARSHALL PLAN MAY HELP EUROPE’S MINES AND MITIGATE U. S. SHORTAGES
(By Charles Will Wright, consultant on foreign mines: member, AIME)

Mineral produection in almost all European countries suffered a sharp setback
because of the war. Plants were damaged, transportation facilities disrupted,
and labor dispersed and demoralized. Since the war, due to lack of confidence
and economic stability, there has been little incentive to rebuild and expand the
mineral industries even though a big demand at high prices exists for mineral
products.

Most mining and metallurgical companies in Europe hesitate to invest their
capital because of the tendency toward nationalizing industry, high taxes, and
low output of labor, as well as the deficiency of mine supplies and equipment
within their countries. In short, they do not have faith in the future, and for
these same reasons and fears most of the mining companies in America will not
risk capital investment in Europe.

In Europe, includihg the United Kingdom, free enterprise has been losing ground
and as a result the foundation of their economie welfare is being undermined.
American mining interests willing to take the initiative could help in counteracting
this influence if a way were found for them to cooperate with the European pro-
ducer without too great a risk.

Before the war ended, Russia had already started rebuilding and developing
the mineral industries not only in her own territory but also in those countries
within her sphere of influence. Thus the potential of the so-called Eastern bloe
is rapidly increasing.

In the mining districts of western Europe are many attractive ventures which,
with our technical knowledge, modern machinery, and with market contracts
for their products, could be developed into important producers. Such induce-
ments would go a long way toward encouraging the local mine operator to expand
his activities.

Interesting proposals

In recent months articles have been written by economists, industrialists,
bankers, and government officials proposing various methods of aiding Europe,
as well as our own economic welfare, through the Marshall Plan. All have merit,
particularly those favoring the building up of industrial production through private
enterprise rather than by governmental agencies.

An outstanding article is that of W. Averell Harriman, Secretary of Commerce,
We Must Import to Live, published in the Saturday Evening Post of May 17,
In reference to the metal industries he states, “ How long can we maintain the kind
of industrial economy we now have on the basis of the dwindling reserves of
minerals and metals we now possess.” As an example he cites lead. “We are
gravely short of lead although we are producing more lead than any other nation
in the world. Our lead reserves have been depleted and despite special price
inducements to make it profitable to operate marginal lead deposits, we find it
impossible to equal our former records.”

Henry Ford II, in the Ford News Bureau of September 29, 1947, states:

“We ought to assist other nations to inecrease their productive capacities by
exporting to the top of our ability the necessary tools, material, and know-how.
But it is also important that we try to make it clear to the entire world that the
shortest and surest way to real production efficiency is that of a free people, work-
ing for their own best interests.”

Another excellent article is that by Winthrop W. Aldrich, president of the
Chase National Bank, on “American Interest in European Reconstruction.” In
it he states:

“While no one ean guarantee further developments, all experience teaches that
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‘obstacles are overcome by faith and courage reinforced by competent organiza-
tion and the will to succeed. A determined effort on our part will enable the
peoples of western Europe to become self-supporting in reasonably short order.
Moreover, if our Government gives vigorous support to reconstruction, the costs
of additional aid can be held to a minimum, in that American private enterprise
will be induced to add its own ecapacities to the task of reconstruction. Direct
participation by American business will infuse new life into private enterprise of
western Europe, which is the essential basis of increased production, trade, well-
being, and political stability.”

Mr. Aldrich proposes the establishment of a Government corporation—the
United States Corporation for European Reconstruction—and states:

“The corporation should endeavor to encourage direct investment by American
firms and corporations in the plants and industrial equipment of western Europe.
Direct investment, the ‘partnership basis of private capital,” will, I am sure,
take place on a substantial scale if the investment of such American funds is given
nondiseriminatory treatment and adequate safeguard by foreign law and above all,
if the American investor is convinced that there is a reasonable prospect of con-
tinued world political stability and security over a long period of time. In the
long run, direct private investments will make the most contribution to European
recovery and reconstruction with minimum expenditure, accompanied as they
are by managerial skill and know-how of American business.”

The World Bank issued copies of a recent speech by Robert Garner, executive
vice president, who states the position of the World Bank as follows:

“The bank cannot supply the funds for all requirements; it can only be a trail
blazer attempting to meet urgent and critical needs in the hope that in increasing
degree private capital and industry will step into the picture. Without better
technology, without full use of the best know-how in every line, Europe may not
be able to reach an acceptable level of productivity nor to produce goods at costs
which will be competitive in the markets of the world. However, the capital and
know-how will not be available unless favorable conditions exist.”

At the annual meeting of the AIME I presented a paper entitled * Problems and
Procedures in Acquiring Foreign Mining Properties.” This was accompanied by
charts showing the large extent to which the United States has in the last 5 years
been dependent on imports of 32 different minerals, ores, and metals. We im-
ported from 80 to 100 percent of 21 of these mineral products fo meet our require-
ments and from 30 to 60 percent of the other products. Granted, these were
war vears, but as our peacetime uses for mineral produets are constantly expanding,
the wartime consumption of yesterday may well be the peacetime requirements of
tomorrow. Therefore, with the increase in industrial production our needs for
certain minerals from foreign sources are bound to increase in the near future.
In my article I made the following statement:

“The future position of the United States in foreign sources of mineral supply
depends upon early action by our mining companies in acquiring & strong foot-
hold in the countries still open to us before other nations get control of these
available mineral resources. The statistical tables indicate our increasing de-
pendence upon foreign sources of strategic mineral supply and the need for our
Government to support strongly those companies that are willing to risk invest-
ment in foreign countries. The demands for majority control formerly insisted
upon by United States companies investing in a foreign mining enterprise are no
longer practicable because of the political tendency favoring local control in the
exploitation of local mineral resources. It is therefore better to combine with
local interests in such enterprises, retaining the management and sales agencies
for the products in exchange for the capital required for the mine developments,
operations, and for the purchase of necessary machinery. Such cooperative
partnerships are now being carried out successfully by some of the large mining
companies and they are protected against adverse political developments and
excessive taxation.”

The most conerete and definite proposals are those submitted by the House
Select Committee on Foreign Aid, known as the Herter committee, which tie in
European mineral production with the Marshall plan and the stock-piling program.
Let me quote from the preliminary report dated November 22, 1947:

“In principle this country is already committed to a program for stock-piling
strategic materials on a large seale. Congress passed the National Resources
Protection Act in July 1946, with an initial authorization of $200,000,000, only
part of which has been appropriated. Although almost 2 years have elapsed
since legislation was adopted for the acquisition of such stock piles, progress has
been slow owing to the heavy demands of civilian industry in the reconversion
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period. For instance, consumption of nonferrous metals in the United States
not-only has absorbed the entire available domestic production but also has re-
quired relatively heavy imports. In addition, stocks held by the Government
at the end of the war have been drawn on to meet civilian needs.

“Under present conditions, therefore, large stock piles can be accumulated only
by expanding total world production.

“If, therefore, consumption continues at a high rate, it is clear that stock piles
can be accumulated only by importing metals.

“Because production of strategic metals and minerals in western Europe is
considerably less than the over-all requirements of that area, western Europe
itself can make little contribution on the stock pile. If, however, the colonial
territories controlled by the countries of western Europe are included, a respectable
total can be shown.

“Therefore, the ideal arrangement would be for the colonial governments in-
volved to undertake a firm commitment to supply a stated tonnage annually for
a period of several years—10 to 20 years being an ideal period for assuring a normal
return on capital without either undue profit to the producer or unwise use of
searce equipment for developing and exploiting mining properties.

“If the United States agrees to take such a stated annual tonnage, the colonial
governments could then in turn make similar agreements with the individual
producers. Presumably it would be necessary to establish a minimum price for
each material and provide for fluctuations in line with market trends generally.

“Provided that necessary safeguards are established, there is no question that,
in the mineral field at least, American capital is available to take over or supple-
ment European investments in many colonial areas.

“Thus far in 1947 the United States has imported, either as ore or as metal, a
net monthly average, after allowing for re-export, of 20,000 tons of copper, 23,000
tons of zine, and 16,000 tons of lead. On the assumption that the volume of
business activity in the United States persists at its present levels, this country
will continue to import these metals on about the same seale, since domestic mine
production is for all purposes running at full capaecity.”

It is apparent from these proposals and other published articles that there is a
widespread feeling that now is the opportune time for our Government, backed
by our industrialists, to cooperate in the development of foreign mineral resources
and thus prepare the field for private industry, in cooperation with the managerial
and technical experience of American companies, to take over in the near future

THE APPROACH

The Herter committee is to be complimented for having presented such a clear
picture of the situation relative to the mining industries and our stock-piling
needs. But a lot still remains to be done before the objectives ean be accomplished
and it is now necessary to work out the mechanics in order to get the program
under way without too great a delay. Let us analyze the Herter proposals by
considering the following questions:

(1) Will the local governments be able to make long-term commitments for
deliveries with the local private producers at prices that will be acceptable to the
United States Munitions Board, as this is the only ageney that has the authority
to direct stock-pile purchases by the Treasury?

Governments and private industry often do not agree on terms, and other
countries may be ready to step in and offer higher prices for the produets, or the
local market prices may be higher than those we may offer. The answer would
be to authorize the granting of United States dollar credits against future delivery
of mineral products at the prevailing local market prices.

(2) Are the mines in position as to ore reserves and plant capacities to inerease
their present output?

Some may be, but many used up their developed reserves during the war and
now find it difficult to get mine supplies and equipment to maintain their present
output so they will need help for new mine developments and plant equipment.

(3) Tn making long-term agreements for stock-pile purposes, will our Govern-
ment be obliged to ask for bids from the various producing countries on quantities
and prices for their produets and have to deal with the lowest bidder?

As such action would delay purehases it would be better if our Government
were to make purchases through authorized agents of the large United States
consumers who deal direetly with the local producers rather than dealing through
the local governments. However such purchase contracts should be approved by
the local governments and properly safeguarded.
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(4) Will there not be demands upon our manufacturers for machinery and
equipment which may be impractical for their operations?

This was the case in large orders for coal-mining machinery by both the British
and Russian Governments. Unwise orders can be eliminated if a competent
American mining engineer with proper authority is attached to the loeal govern-
ment agency which is supposed to control the amount of aid to be granted to
such prmecb

(5) What assurance can American capital, both private and governmental,
have from our Government or from the eountry in which eapital is to be m\'rwrpd
that its share of the products and profits may be returned to the United States?

American eapital will insist upon more backing by our Government than it has
had in the past, when foreign governments have confiscated their holdings, applied
diseriminating exchange regulations, high export taxes, and prnrhl('ti:m controls.
Also the fnrmgn governments that want American capital and teehnique must
adjust their mining laws, tariffs, taxes, cartels, and exchange regulations to en-
courage our investment in their c'mmtry

BRACKGROUND EXPERIENCE

Before making suggestions as to how to proceed to get early action on the
Marshall plan and the ways it can help to increase mineral produetion in Europe,
I should mention my background experience and recent contacts in Europe.

I was in charge of mining operations in Italy for 18 years, joined the Bureau
of Mines as chief of the mining division in 1927, and from 1935 to 1940 was chief
foreign minerals specialist throughout Europe. I returned there in 1945 for 6
months to make a resurvey of the European mineral industries. [ was, therefore,
able to see the “before and after’’ effects of the war on the mining industries in
Germany, Spain, France, Italv, Greece, and England. In 1945 I discussed with
the mine managers their needs for future operations, and reported on these to
our embassies in each country and to Army headquarters in Paris, Frankfurt,
and Rome. This spring I made another 3-month trip to France, Italy, and
Greece and met the directors of many mining companies, producers of products
required by our industries. They are all looking to America for the necessary
dollars to purchase our up-to-date mining machinery and for our engineers to
aid them in introducing methods to inerease output per man-shift and reduce
losses. They are well aware that American mining companies are the world’s
leaders in large-scale mining operations and they are anxious to make cooperative
agreements with them. The directors I saw represented the owners of lead-zine
mines in northern Africa, Spain Italy, Greece, and Turkey; mercury mines in
Italy; manganese and cobalt mmos in '\lom(ro bauxite and chromite mines in
Grecce; chromite mines in Turkey; and pnt%h mines in France. During the past
few months some of the mining mon I met in France fmrl Greece have ecalled upon
me in New York presenting again their problems, but I could give them little
encouragement. Also the owner of important mereury mines in Italy writes that
he wishes to make a long-term contract with United States consumers who will
advance dollars for the purchase of plant equipment for his mine. The mine
owners in Europe have plenty of loecal currency to defray all costs for installation
and operating expense, and some are ready to enter into agreements on a 50-50
basis with American companies in the future exploitation of their properties.

In view of the necessity for having an assured supply of these minerals for our
industrialists, every effort should be made, not only to follow up these contacts
but to make new ones, and thus help to get the mines and metalluraical plants in
Europe in full capacity produetion and to build up exports of these products to
the United States in exchange for finanecial and technical aid.

HOW TO INITIATE EARLY ACTION

All will agree that early action either by our Government or by private industry
is urgent. Since private capital naturally hesitates to invest in Europe under
present conditions, it will be necessary to initiate such action througzh the Marshall
plan.

The European mining and metallurgical industries, including ecoal, potash,
phosphate, bauxite, and “other mineral products, need new machinery and spare
parts for their plants and transportation facilities now out of repair. Replace-
ments were not available during the war and are now difficult to obtain locally
and then only at black-market prices. Both the managements and the workmen
are doing all they ecan to maintain production with available materials, and
through their governments they are begging us for dollar credits in order to pay
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for their new machinery and replacements. Sinee last March, however, our
Government has been sitting on the sidelines, discussing whether such aid to
foreign industrial reconstruction by the introduction of our modern methods and
machines will not build up competition on world markets or deprive our own
industries of the machines and supplies they may need, cause a political reaction
in the United States, or cause adverse propaganda in the Soviet Union. One
may, however, be encouraged by the readiness with which the stop-gap loans to
I'rance and Italy were approved by Congress, for this may mean that action on
additional aid is to be accelerated.

Two Federal agencies, the Export-Import Bank and the International Bank for
Reconstruction and Development, were organized to meet emergencies abroad
if presented with reports properly documented to justify the emergeney and the
amount desired. Congress, however, may decide to establish a new agency or
corporation to handle aid to Europe.

During World War II, the Reconstruction Finance Corporation and the De-
fense Plant Corporation employed a staff of engineers as well as the engineers of
mining companies, to report on mining projects presented to them. A similar
set-up could now be organized for Europe. In each European country, where
aid is to be given to the mining industries, it would be advisable to have (1) an
American mining engineer empowered to approve the projects attached to the
local governmental agency authorized to grant aid, and (2) an advisory board
of consulting engineers, including competetent local engineers and those in the
local mines departments. This group would be authorized to select those mines
which, because of their produets and reserves, may be worthy of further develop-
ment, and to request all available reports and maps from the mine owner wishing
financial and technical aid. The engineers of the organization should visit the
properties, sample the deposits, evaluate the risks involved, and prepare a final
report for approval of the American engineer and consideration by the local
governmental agency. This advisory board within the organization would get
in contact with the local governmental departments to establish the necessary
safeguards for the investment of American capital in the approved projects.
Probably the final report on a property would recommend that, in order to make
it a profitable! operation, the mine might require (1) extensive underground
development work, (2) a new concentrating plant, (3) a new ropeway, road, or
railway to facilitate transportation, or (4) a smelter or plant to produce a com-
mercial product from the'rawimaterial mined. Detailed plans and cost estimates
for the plants and the anticipated results should be prepared and presented as
a supplement to the report.

Besides making direct loans on a business basis, this ageney could be authorized
to make long-term contracts for delivery of equipment and services against
future delivery of products, our Government reserving the right to sell the
p;‘loduets on other markets besides the United States or to place them in our stock
piles.

CONCLUSIONS

The Marshall plan can be the real incentive toward increased mineral produc-
tion in western Europe if funds are made available without too much delay for
mining projects which, after proper investigation, warrant investment. The
National Resources Security Board has the authority to instruet any of our
governmental agencies to initiate action. Advisory boards, made up of our leading
mining industrialists, members of the Department of Commerce, and directors of
the Bureau of Mines and Geological Survey, have also been established to help
decide where and how aid should be given. But before muech ecan be done in
Europe, local advisory boards made up of the mining industrialists and heads of
the mining bureaus should be established in each country to help decide which
projects should have priority and how the aid should be handled. This, of course,
should be done through the banks on a business basis and the preliminary work
should be in progress now.

To exercise the necessary control of expenditures it is essential that competent
engineers be selected, if possible by the aid of the American mining companies,
and attached to the offices in Europe that are to administer the aid under the
Marshall plan. Tt is also essential that the requests for aid come from the local
mining companies and that full use be made of their technical staffs in the prepara-
tion of the reports and the carrying out of the projects. Once the initiative is
taken to get the mining industries into full eapacity production, American mining
companies will probably then be ready to cooperate with the owners in their efforts
to inerease the output as well as the profits from their mines and smelters. If
investments by our American companies or Government are properly safeguarded
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this will be a big help in the expansion of the free enterprise system in Europe as
opposed to governmental control.

As the time element is vital it is important that a small staff be appointed and
sent to Europe in advance to start on the groundwork in the establishment of
local advisory boards in each of the countries and to initiate the preparation of
projects that will need our material, technical, and financial aid.

In conclusion may I suggest that we have less discussion by committees and
more action by our Government; and not wait for Congress to pass the Marshall
plan appropriations before starting the necessary groundwork to be done prior
to the granting of loans to the mining industries in Europe. The produects of
these industries are among the few which will give us a tangible return in exchange
for the tons of coal, petroleum, food, fertilizer, and machinery we are exporting
to them. The channeling of finanecial, technical, and material aid as indicated is
the most practical way to help Europe help herself.

Few American mining men are so well-qualified as Will Wright to speak with a knowledge born of ex-
perience about the mineral deposits of western Europe. A total of nearly 25 years either engaged in produe-
ing from European mines or in their examination has given Mr. Wright a clear picture of the condition and
extent of western European mines and mineral reserves. « Interim aid to the extent of nearly $600,000,000
has been granted for immediate European relief pending fuller consideration of the Marshall plan, In
some measure a portion of what relief we extend to Europe can be repaid by their production of minerals
that we require. Mr. Wright prescribes the establishment of a Government corporation authorized to
grant aid to European mining companies as a means of revitalizing their mines and directing the mineral
production into proper channels.

- ——

[Reprinted from the Mareh, 1947 issue of Mining and Metallurgy, monthly magazine of the American
Institute of Mining and Metallurgical Engineers]

PROBLEMS AND PROCEDURE IN AcQUIRING ForReiGN MINING PROPERTIES

By Charles Will Wright, mineral consultant, Mines, Inc.; member, AIME

The author has been actively engaged in foreign mining investigations since July 1935 when he relin-
quished his post as chief of the mining division of the Bureau of Mines. For the next 3 years he was making

mineral surveys in various European countries, also acting as mineral adviser to various consular offices,
More recently he has been in the Foreign Service of the Department of State, making mineral surveys in
Latin-American countries. He was born in Marquette, Mich,, May 15, 1879, studied 4 years at Heidelberg
and Freiberg in Germany, got bachelor of science and mechanical engineering degrees from the Michigan
College of Mines, and spent the 6 years following 1903 with the Geological Survey. From 1909 to 1928
he was first chief engineer and later general manager of lead-zine, fluorspar, and copper mines in Sardinia
and northern Italy. Returning to the United States he went with the Bureau of Mines.

Although the United States has long led all other countries in both the produc-
tion and consumption of mineral products, the trend seems definitely toward an
increasing dependence upon foreign sources of supply. This is not to take the
position that we are either a have or a have-not nation. For years we shall
continue to secure a large proportion of our needed minerals from our own mines,
but we must face the fact that this century has seen a more thorough and intense
development of the mineral resources of the United States and a greater depletion
of its irreplaceable mineral reserves than has occurred in most other countries.
An audit of our mineral production given in the attached charts discloses the
extent of our deficiencies. Because of these facts, low-cost foreign sources offer
a promising field for the investment of a portion of our mining capital and an
opportunity to obtain for the United States a greater supply of strategic metals
and minerals. However, to reach this end, the industrialist investing in the
foreign field must have the full cooperation and strong backing of the Federal
Government and the involved Federal agencies.

The geographical areas of the world are more closely knit together by the
time-distance factor than ever before. Former inaccessible regions have lost their
remoteness and are now open to the modern prospector by the use of the jeep
and the helicopter. Mineral exploitation in the foreign field takes considerable
initiative and involves high risks but our mining companies should be willing to
take these risks before other nations seize the opportunity to obtain foreign
mineral rights and deposits, thus precluding United States industries from ac-
quiring an interest in such sources.

Several outstanding articles have appeared in the last year or two on our
mineral supplies and needs. Mining and Metallurgy, for instance, has published
Principles of Foreign Mineral Policy of the United States, by C. K. Leith; Post
war Demand and Supply of Minerals, by Harvey 8. Mudd; and The Mineral
Position of the United States and the Outlook for the Future, by Elmer Pehrson.
Other excellent articles have been published in the Engineering and Mining
Journal, Economic Geology, and The World Report. Some or all of these papers
might well be read as background for the discussion that follows. My remarks
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will be directed to the investor or industrialist who hesitates to risk his capital in
the foreign field, and also to companies engaged in mining or smelting in the
United States who may be thinking of expanding their operations abroad.

The accompanying charts show the large extent to which the United States
has in the last 5 years been dependent on imports for 32 different minerals, ores,
and metals. Granted, these were war years when our consumption was greater
than normal, but our peacetime uses of mineral products are constantly expand-
ing, and the wartime consumption of yesterday may well be the peacetime require-
ments of tomorrow. Therefore our need of minerals from foreign sources is un-
likely to lessen, or if so, only temporarily. 8o itisin the world beyond our borders
that we must look for a large proportion of our needs even though development at
home fully lives up to our hopes.

The outside world is not the world we knew early in the century when trade
did not have the hindrances it has had in the last decade or two. Political and
economic barriers have been set up, which should have the early attention of the
United Nations. Also, some countries are seeking to limit foreign mineral de-
velopments for their own purposes, or to make things more difficult for the United
States. For instance, according to an article in the Washington Evening Star of
January 7, 1947, it is well known by the Foreign Service officers of the State De-
partment that the Moscow-sponsored Communist leaders are opposed to any
open-door policy permitting the United States to develop foreign sources for its
mineral requirements. Factual reports indicate that propaganda has been organ-
ized in countries possessing raw materials essential to our industrial progress,
with the objective of depriving the United States of basic materials in the event
of a crisis. Agents are at work, particularly in Latin-American countries, en-
couraging them to nationalize their mineral industries, and to increase taxes on
production from United States-controlled companies. Although such attempts
will eventually react against the economy and interests of these countries, they
may, in the meantime, have a serious effect upon our foreign interests. For
these reasons it is logical that our foreign policy should give effective support to
our mining interests abroad, as does that of Great Britain, and should see that we
are given an equal chance in foreign mineral development.

If, therefore, we acknowledge that development of foreign deposits by United
States capital is desirble, and in the interest not only of ourselves but also of the
countries in which the capital will be spent; and if we assume that the United
Nations and our own State Department will assure fair treatment to all in world
mineral investment and trade; then a few remarks on the procedure involved
in foreign mineral investment may be in order.

Two sources of foreign mineral supply may be mentioned. The first is produc-
tion from old mines. If the modern methods which we have developed in this
country were fully utilized, some mines not now being worked could be made
profitable, and the output of others currently producing could be much expanded.
The second is potential production from new, or still undeveloped mining districts,
where modern methods of exploration can be applied and where transportation is
now a serious problem.

The industrialist requiring a particular mineral product should first have a
summarized survey made with geologic and economic studies of the principal
producing areas based on data available in the United States. These studies will
decide which sources are in the best positions economically and politically to
supply his needs at the lowest cost. The industrialist should also have the names
of the operators of the mines or deposits within these areas and find out whether
they require capital for mine developments or plants. However, rather than sink
his capital in mine developments and mine plants, the industrialist may prefer to
advance capital against future deliveries on a long-term contract. In any case,
reliable information should be obtained through the local banks and a close check-
up made by the American Foreign Service officers on the integrity and ability of
the mine owner or owners to meet commitments.

GEOLOGICAL APPROACH

In many instances considerable geological information and geological maps to
accompany the preliminary report on the areas of interest can be obtained in
the United States. Therefore the geological possibilities of an area can be deter-
mined before sending out a field party and this information can be used to plan
the field work. Knowledge of the local geology is particularly important with
reference to metalliferous deposits, as some metals are found along certain mineral
zones or horizons in sedimentary rocks of a specific geological age and composition.
(Tables showing the association of the metals and minerals with rocks of various
origin and age may be found in economic geology testbhooks. The position of the
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deposits at or near and sometimes in intrusive rock masses is also indicative. The
ore may follow certain rock strata, a vein system, shear zones, or other structural
lines of weakness and fault planes may often interrupt the continuity of a deposit.
A study of these and other geological features, such as mineral alterations in the
surrounding rocks, may indicate the chance of finding new deposits or extensions of
known deposits and whether it is worth while tofextend explorations within an
area. Geological studies of abandoned properties as well as of operating mines
have often resulted in opening up large reserves of additional ore and thus giving
new life to the enterprise. Geophysical surveys in collaboration with geological
studies have also been of value in the discovery of important buried deposits.

In almost every part of the world, geological provinces are found which prospec-
tively are ore-bearing but which have been given only cursory attention because
of their remoteness. Transportation methods today allow such remote areas to
be accessible either for the exploration or the development of mineral deposits.
The first step in studying such an area whether it be in Siam, China, Netherland
Indies, or Ethiopia, is to collect all available topographical, geological, and
mineral maps, sketches, and descriptions as well as private engineers’ reports.
The logical sources of such information are books on ore deposits, mining journals,
and magazines at the United States Geological Survey and Bureau of Mines,
the Department of Commerce, the Library of Congress, the State Department,
and the files of private engineers. This information also may be obtained directly
from the Government bureaus of the countries which govern the area.

The next step is to find to whom the exploration concessions were given in the
past and whether, within the area, exclusive concessions for a reasonable period
of years may be obtained from the local governments. The Foreign Service
officers of our State Department are equipped to help get this information and
to supply data on the transportation systems, climate, vegetation, health condi-
tions, and other pertinent data.

After the necessary information has been acquired, permission from the local
authorities to send an exploratory party into a given area must be obtained.
The next step is to select an engineer and geologist experienced in making such
surveys. When topographic conditions permit, the preferable means of trans-
port is a jeep with a trailer fitted with sampling and testing equipment. Assist-
ants who know the country and language can usually be obtained locally to act
as guides and interpreters.

INVESTIGATIONS IN OLD MINING DISTRICTS

The technique of acquiring a lease of a mine of a substantial interest in a mining
company in an old mining district requires caution so as not to alert competition
with established local companies, or especially between our own companies.
Whether the property is an old mine in Egypt or Eritrea, or in the Gold Coast
or Greece, where operations had to be suspended either because of low metal
prices or wars, the first essential is to unearth maps and any data relative to the
ore deposits, its geological features, including possible ore reserves and grade,
past production, methods, and costs; also methods of transportation and markets.
The question of ownership follows and it is important to know how to get in con-
tact with the owners so they will not have impossible pretensions when they know
that United States capital may be interested. An agreement with the owners
or an option is necessary before sending an engineer to make a report, and this
option should be for a period long enough to permit a careful study of the mines,
including sampling of the deposits and testing of the ores by flotation or other
methods. This option may be for an outright purchase, for a one-half interest,
or for a long-term lease on a royalty basis. In case of a shareholding company,
an option to purchase a block of the shares may be the simplest solution. An
engineer sent from the United States should see the State Department officer in
Washington in charge of the political desk of the country he is to visit and ask
to have the respective Embassy or Legation advised of his visit. He could
get his passport and visa from the consular services at the same time.

If the engineer’s report is favorable and results of the ore tests are satisfactory,
the next problem is to negotiate some satisfactory agreement with the owners
for the future operation of the mine, if not already arranged in the preliminary
terms. The terms of such an agreement may vary from an outright purchase
for cash to a long-term lease on a royalty basis plus a managerial contract with
no cash payment involved. The terms will also depend upon the risk involved
because of the political situation, taxes, and exchange regulations of the country.
Where these are unfavorable, a United States company might better arrange a
sales contract for the products together with the managerial contract, and an
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agreement may be made to lend the dollars through the banks to the owners for
the purchase of mine plants and supplies and for operating expenses, provided
the local exchange commission approves the repayment in dollars to the United
States company from eventual sales of the produet. In some countries special
permits regarding exchange operations may be obtained. An option to purchase
shares up to 50 percent may also be added to the agreement. The negotiator
for the purchaser as well as the owner must remember that open dealing is the
foundation of confidence and that all information relating to the property ought
to be freely and confidentially shared. Terms of mutual confidence will thus
gradually be established which will help to make the undertaking a profitable
cooperative undertaking.
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TABLE 2.—Ratio of imports for consumption to domestic production. Less than
half of United States requirements are imported. (In tons of 2,000 lb, except
where indicated.)

OUTSTANDING POSITIONS OF UNITED STATES

During the past decade the mining companies in the United States have made
great progress (1) in the field of exploration for ore deposits by the application of
new geophysical and geological methods; (2) in mining by the use of diamond
drills in place of rock drills; (3) by using conveyor belts and shakers to replace
tramming ore in mine cars; (4) in ore-treatment methods such as sink-float to
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rough out waste roek, and by improved ball mills, flotation processes, and flota-
tion reagents which reduce mineral losses and operating costs; and (5) in the field
of metallurgy through improved practice in producing metals and alloys.

Many opportunities exist in the foreign field fo reestablish profitable operations
by application of these modern methods to mines with important reserves of low-
grade ore and tailing dumps. Foreign mine owners, because of this knowledge
and the experience of our engineers, are generally anxious to have United States
mining companies manage and financially assist in the development and operation
of their properties. -

The taxes and finance of many foreign countries are dependent upon those in
power and frequently this results in insecurity to foreign investors. The United
States investor wants security as to the title of ownership, and specific data on
taxes and on the possibility of getting his eapital investment and profits out of
the country. The labor laws and labor-union restrictions must also be under
constant investigation and study. The investor must have assuranee that his
investment will not be endangered by political changes.

About the only logieal procedure to follow to obtain recent information on
these subjects is through the Foreign Service officers of our State Department,
Much of the information may be found in the reports by these officers under each
country and may be reviewed at the State Department, in the Foreign Minerals
Division of the Bureau of Mines, and at the Department of Commerce. Where
additional information is desired it may frequently be obtained through the State
Department from the Foreign Service officers (commercial or labor attachés) in
the eountries in question. The “Statesman Yearbook,” published in London
summarizes some of this information for most foreign countries.

The future position of the United States in foreign sources of mineral supply
depends upon early action by our mining companies in acquiring a strong foothold
in the countries still open to us before other nations get control of these available
mineral resources. The statistical tables indicate our inereasing 'dependence
upon foreign sources of strategic mineral supply and the need for our Government
to support strongly those companies that are willing to risk investment in foreign
countries. The demands for majority control formerly made by United States
companies investing in a foreign mining enterprise are no longer practicable
because of the political tendeney favoring local control in the exploitation of loeal
mineral resources. It is therefore better to combine with local interests in such
enterprises, retaining the management and sales agencies for the produets in
exchange for the capital required for the mine developments, operations, and
for the purchase of necessary machinery. Such cooperative partnerships are
now being carried out successfully by some of the large mining companies and
they are thus protected against adverse political developments and excessive
taxation. Mining companies with excess profits, willing to invest in exploration
and development of promising mining ventures, could do so advantageously for
themselves, for the foreign country, and for the United States.

Another suggestion which may benefit companies entering certain foreign
fields is to combine their interests rather than to bid against each other in ob-
taining a property. Frequently a foreign mine owner is given an opportunity to
promote competition and so obtain an exaggerated price for his property. Com-
petition and duplication of effort could be eliminated in part if mining companies
were to cooperate on a well-planned program for sequiring properties abroad.
Such cooperation would include an efficient organization for the preliminary
research work already outlined and a possible division of interests by metal or
territory. By such united effort, United States mining companies would be in a
stronger position to play a constructive part in building up foreign sources of
mineral products required by our industries. They would also help to establish
economic welfare in the mineral producing countries and indirectly help this
confused world to combat present abnormal conditions.

REsuMt OF THE AMERICAN MINING SceENE roRrR 1947 anp Furure Prospecrs
(By Charles Will Wright)

FOREWORD

The following notes constitute an attempt to answer a letter from John Dorsh,
editor of the Mining World, requesting that 1 give to its readers a brief summary of
the present position of the United States and suggestions as to the future outlook
of our mineral industries with attention to the political and economic sides as well
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as to development and operation. I am neither a politician nor an economist
but as a mining engineer 1 find much confusion from the political point of view in
facing the facts about our mineral resources and a lack of Government policy re-
garding our future mineral supplies. This situation is discouraging to our large
consumers as well as to the large mineral producers who are anxious to expand
developments and operations of their mining interests both within the United
States and in the foreign field so as to meet our industrial needs.

Our mineral supply

Our industrialists know that the future welfare of the United States depends
upon an adequate supply of minerals obtained both domestically and abroad.

he extent to which we are depending or will depend on foreign sources of mineral
supply is a matter of considerable controversy, essentially political. The war
demand for metals and minerals made us realize our deficiencies in many of the
essential raw mineral products and how hard it was, regardless of cost, to obtain
them from foreign sources. Under the Strategic Minerals Act of 1939, hundreds
of millions of dollars of taxpayers’ money were spent by our Geological Survey and
Bureau of Mines in exploratory work on marginal deposits within the United States,
Cuba, Mexico, and other Latin-American countries and more millions were loaned
by the Defense Plant Corporation and the Reconstruction Finance Corporation
for development and plant construction. The poor results and the liquidation of
these plants and enterprises at a small fraction of their cost is well known. Never-
theless much data were acquired by our Government agencies and private industry
relative to our rather serious position in respect to domestic sources of strategic
minerals.

Although the United States has for many decades led all other countries in
both production and consumption of mineral products, the trend seems to be
definitely toward an increasing dependence upon foreign sources of supply. This
is not taking the position that we are either a have or have-not nation. For
decades we shall eontinue to secure a large proportion of our needed minerals from
our own mines, but we must face the fact that this century has seen a more
thorough and intense development and depletion of our irreplaceable mineral
reserves than most other countries have suffered.

An audit of the mineral position of the United States is clearly presented by
the staffs of the Bureau of Mines and the Geological Survey as an appendix to
the United States Senate public document, Investigations of National Resources,
issued in December 1947. This report includes graphs showing United States
production, consumption, and imports from 1910 to 1945. These should be studied
carefully, particularly by those with isolationist tendencies who still believe that
our mineral resources are adequate if only greater effort were made to develop

them.

The important ferrous minerals

United States iron ore production was more than doubled from 1939 (51,732,000
tons) to 1942 (105,526,000 tons) due to demands by our war industries, 80 percent
of which was supplied by the iron mines in the Lake Superior district. Present
known iron-ore reserves, averaging 50 percent or better in iron content, in the
Lake Superior district are about 1,800,000,000 tons while in the Southwestern
States there are an estimated 2,000,000,000 tons of ore averaging 35 percent iron
content. There are also an estimated 60,000,000,000 tons of potential reserves
represented by the taconites in the Lake Superior district. Although the United
States is virtually self-sufficient in iron ore, the high-grade deposits are rapidly
being depleted and the problem of beneficiating the taconites is now being intensi-
fied. Research effort is being concentrated on methods to separate the magnetic
and nonmagnetic as well as the coarse and fine grained taconites which contain
from 10 to 30 percent iron and in some areas as much as 40 percent. From these
ores a concentrate with 50 to 60 percent iron content is made and this product
is sintered for reduction in the blast furnace. The interest in these ores as a
future source of iron is so great that the Oliver Iron Co. is reported to have started
on a $35,000,000 project to carry out a thorough investigation of the taconites
on a large scale. The Pickands-Mather and other companies are also working
on this problem.

In the foreign field some 16 years ago the Bethlehem Steel Co. started the
exploitation of the El Tofo deposits in Chile, which supplied their furnances at
Sparrows Point, Md., with about 1,600,000 tons annually before the war, Ship-
ments were suspended during the war but have now been resumed. The Iron
Mines Co. of Venezuela a subsidiary of Bethlehem Steel Co. has developed the
large iron-ore deposits with reserves estimated at 60,000,000 tons with 60 percent
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iron content, at El Pao in Venezuela and completed a 35-mile railway also a high-
way from the mine to the river port of San Felix on the Oronoco. At San Felix
construction of warehouses, machine shops, and loading bins are also being com-
pleted. The ore will be shipped in barges to a deep water reloading station at
Cristobol Colon on the south coast of Paris Peninsular and thence to the United
States. An annual output of 2,000,000 tons is anticipated. Of particular interest
are the extensive deposits in the State of Mato Grosso in Brazil near the port of
Urucum on the Paraguay River. The United States Geological Survey have
estimated the reserves at 1,310,000,000 tons, containing 55 percent iron and 20
percent silica with selective beds containing 64 percent iron. The Bethlehem
Steel Co. is now prospecting these deposits. Rather than ship the ore, plans for
blast furnaces to produce pig iron locally are being studied. The ore is of high-
grade Bessemer quality. Important are also the Labrador iron-ore deposits now
being developed by the Hollinger Mining Co. and the M. A. Hanna Co. Past
explorations along a 90-mile band of pre-cambrian schists have revealed large:
bodies of high-grade hematite adjacent to the Quebec-Labrador boundary north
of Lake Petitsikapore.. The Labrador Mining & Eploration Co. did the original
work from 1936 to 1939. Known reserves are said to be over.100,000,000 tons
with several times this amount of potential reserves. The remoteness of the area
some 300 miles inland as well as the severe climatic conditions are handicaps to
profitable operations. Nevertheless the construction of the railway is being
pushed and plant construction has started. Still another important iron-ore belt
is that in the northern Province of Sierra Leone in West Africa now being exploited
by the Sierra Leone Development Co., Ltd. In this belt are the Marampa
deposits, 52 miles by railway to the port of Papel, from which a million tons a
vear were being shipped before the war to England, and the Tonkolili deposits
100 miles to the northeast. The known ore reserves of these deposits are said
to be well over 100,000,000 tons, of high-grade Bessemer ore.

Imports of metallurgical and chemical grade manganese ore during 1947
totaled about 1,700,000 short tons while domestic produection was expected to be
about 150,000 tons. No substantial change is expected in production and imports
during the next few years. The principal foreign sources are India, the Gold
Coast, South Africa, Russia, and Brazil. The largest known deposits in the
Americas are those at Urucum in the State of Mato Grosso, Brazil, with measured
reserves of 4,500,000 tons and 11,500,000 tons of indicated reserves containing
46 percent manganese and 11 percent iron. Most imports are now limited by
shipping and docking facilities in the exporting countries. Within the United
States are several large deposits of low-grade noncommercial manganese ore
which with improved technology and higher prices could replace our imports in
part.

Domestic mines supply about 40 percent of our industries tungsten requirements
estimated at about 9,000 tons. The balance is imported from Bolivia, Brazil,
Argentina, Mexico, Peru, southern Rhodesia, and Spain. China was formerly
our main source of supply but virtually all of its present output is going to Russia.
Unless new discoveries are made in the United States a decline in domestic output’
is anticipated.

Although domestic reserves of vanadium ores are not large new low-grade
deposits are being explored and a potential supply of byproduet vanadium could
be made available through technical developments now being carried on. The
United States may thus be self-sufficient in this important steel-alloy metal.

The United States, the largest world consumer of chromite, has no gignificant
commercial reserves of this ore and is almost wholly dependent on foreign sources
of supply. With the growth in alloy-steel production, our domestic requirements
will doubtless increase. Imports of chromite including all grades, from 1940 to
1947, averaged about 800,000 tons. Practically all of the metallurgical grade
came from the Eastern Hemisphere.

Although wholly dependent on foreign sources for our nickel supply our indus-
trial requirements can always be imported from Canada.

The United States is the world’s principal producer of molybdenum. Domestie
production is about 3,000 tons annually and 40 percent of this is recovered as a
Eyproduct at the copper mines. Our annual consumption is estimated at 2,000
ons.

Some of the nonferrous metals

Our domestic production capacity of aluminum is in excess of current con-
sumption, but in 1946 and 1947 we imported about one-half of our bauxite require-
ments from Duteh Guiana. The United States has very small reserves of grade I
bauxite (59 percent Al;O3; and 6 percent SiO;) used exclusively for the production

George C. Marshall Foundation, Lexington, Virginia




FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1091

of aluminum and the reserves of grade II (52 percent Al,O; and 10 percent SiQ,)
are small relative to our long-term requirements. It is therefore important to
increase imports and reserve our domestic reserves for emergency needs. During
the war period, from 1939 to 1943, bauxite produection from domestiec mines jumped
from 500,000 tons to over 6,000,000 tons and the production of aluminum from
200,000 tons to 900,000 tons, or 45 percent of world production.

Domestic reserves of antimony are exceedingly small and are chiefly a byproduct
in the production of other metals. Our consumption requirements for 1947 to
1948 are estimated at from 30,000 to 40,000 tons of which 12 percent will come
from domestic ores, 40 percent from import and 48 percent from secondary sources.
Unless we can resume imports from China, our main prewar source, we may have
to depend heavily upon Bolivia and Mexico for this metal.

Output of copper from domestic mines estimated at 900,000 tons in 1947 will
fall short of anticipated needs by about a million tons. The outlook is for a
decrease in output during the next few years. Imports have supplied over 50
percent of our copper requirements since 1945 and we may have to import a
greater percentage in the future. In view of this, our copper imports for stock
piling should be increased.

The situation in our primary lead supply is more serious. During the past
4 years we have depended upon imports, amounting to 400,000 tons a year, for
about one-half of our requirements but due to the world shortage it is becoming
more difficult to acquire lead from foreign sources even at present higher prices.
Secondary lead is supplying an increasing tonnage of requirements. Our annual
requirements during the next few vears are estimated at 1,200,000 tons. Recent
discoveries in the Broken Hill distriet, Australia, are reported to have contributed
largely to the world’s lead-ore reserves.

In 1938 the United States was self-sufficient in the production of zine, the
output being about a half million tons. Although production rose to an average of
700,000 tons from 1940 to '46, imports rose from zero in 1938 to an average of over
400,000 tons from 1940 to '46. For the next few vears our annual consumption
requirements are estimated to be about 880,000 tons and about one-third of this
will have to be imported in the form of concentrates. There is at present an
excess capacity for the produetion of zine metal in the United States.

Among the light metals magnesium prodpetion and fabricating capacity in the
United States vastly exceeds current needs. Our reserves are unlimited as sea-
water is the main source. The rated annual capacity of domestie sea-water plants
is 54,000 short tons while eurrent domestic requirements for this metal are esti-
mated about 10,000 short tons a vear. Production costs at these plants are
reported to be the lowest in the world and the exportation of this metal is now
being considered. .

Tin, one of the most strategic of metals is derived entirely from foreign sources
and imported both as metal and in concentrates, the latter being reduced to
metal at the Government owned tin smelter in Texas. In 1946 this plant produced
43,000 tons of tin largely from Bolivian econcentrates. Tin imports before the war
came almost entirely from British Malaya but during the war imports were built
up from Belgian Congo. As the placer mines in the Far East are rehabilitated
imports from this source will be increased. Domestic annual requirements are
estimated at 95,000 tons during the next few years. Due to the continued shortage
of tin, war time controls have been maintained on its distribution to United States
consumers.

The domestic mercury mines made produection records during the war when the
market price was about $200 a flask, but with present price at $80 a flask most of
the mines have had to suspend operations. There are large stocks of mercury in
both Ttalyv and Spain estimated at over 100,000 flasks. The average grade of
mercury ore mined in Italy is about 2 percent and Spain is well over 4 percent,
while an ore averaging 0.3 percent is considered good in this country. Domestie
consumption during the next few years is estimated between 25,000 and 30,000
flasks.

Advances in methods of mineral exploration and mining

There are vast areas within our borders still to be explored but new discoveries
by the prospector’s pick are becoming scarce as most surface showings have been
mapped either by our Geological Survey or the mining companies within the areas
of mineral occurrence. The United States therefore has a more thorough knowl-
edge of its mineral resources and of efficient low dost methods of production than
most foreien countries. However, there are many hidden sources of metals as
well as oil still to be discovered which will add largely to our present mineral
reserves. The Geological Survey is carrving on detailed investigations of several
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of the important areas in the search for ferrous and nonferrous mineral deposits.
This work of course will add valuable information in the form of geological maps
and structure sections useful in the search for new ore bodies.

During 1947 outstanding progress has been made in methods of geophysical
exploration, particularly in the results obtained by the air-borne magnetometer.
This instrument which was developed during the war by the Navy, the Geological
Survey and the Gulf OQil Co., has been largely responsible for the discovery of new
ore bodies in both the Sudbury and Lake Lynn districts in Ontario, the extensive
illmenite deposits in Quebee and the Lubeck oil fields in Alberta. The Aero
Serviee Corp. of Philadelphia has done most of this work on a contraect basis and
they are now completing an oil survey of the Bahamas, also of certain areas of
metalliferous deposits in South and West Africa. In making such a survey the
planes are flown at about 5,000 feet along lines a mile or more apart and a continu-
ous record of the anomalies obtained. In areas which show marked attraetions
an additional survey is made from a height of about 500 feet. Trained geologists
are employed to interpret the results. In general, there has been an expansion
in the use of geophysical methods as a guide in the discovery of metalliferous de-
posits more particularly in the foreign field than in the United States. One of
the reasons why geophysical exploration has not been used in the United States
to find our hidden mineral deposits within most of the States and on our publie
domain are the local mining laws which limit the areas of exploration as well as
the minerals that may be exploited. In Canada, however, the mining laws are
more liberal and give prospecting rights to much greater areas and for all mineral
produets.

In the field of mining the use of diamond drills for holes up to 100 feet or more
are being used to replace the air drill at a number of the larger mines in the United
States and Canada where the mining method used and the ore-body permits their
use. Although the actual drilling cost per foot drilled is greater than with the air
drill the advantage lies in the greater safety and less fatigue to the workmen. At
certain mines the change from air drills to diamond drills has resulted in a greater
output per man-shift and a reduection in costs.

During 1947 the drill steel manufacturers have intorduced detachable bits
with insets of tungsten carbide for the cutting edges. Among these are the
Intersoll Rand Co, which make the Carset jackbit and the Joy Manufacturing
Co. which makes the Sulmet bits. The great advantage of these bits is greater
drilling speed, longer holes without change of bits in the hardest rock, negligible
gage wear thus permitting smaller diameter holes and a reduction of bit re-
conditioning.

Ore treatment technique

Outstanding in the field of ore treatment is the research work of the experi-
mental stations of the Bureau of Mines, those of the mining companies, our
technical institutions and the American Cyanamid Co. New flotation reagents
have been discovered which by differential flotation will yield high recoveries of
oxides such as cassiterite and quartz, of carbonates such as cerrusite and smith-
sonite and silicates such as feldspar, beryl, ete. Of particular interest in ore
concentration by gravity has been the expansion of the heavy media process
which uses an imulsion of ferrosilicon to float out the waste from iron ores and
nonferrous ores. About 15,000,000 tons a year of material above 10 mesh are
treated annually by this method using cones of large capacity. A new method
the DSM developed at the Dutch State Mines for the treatment of coal is now
being introduced by the American Cyanamid Co. This process also uses an
emulsion of ferrosilicon in a centrifugal machine and treats material from 10
mesh down to 100 mesh. This has been successful in the treatment of coals and
active interest isbeing taken in its application to metal ores.

Another important development is the Humphery spiral for the treatment of
fines under 10 mesh to plus 200 mesh. A battery of these spirals with a daily
capacity of 7,500 tons was built for the Titanium Alloy Manufacturing Co. at
Jacksonville, Fla., by the Humphery Gold Mining Co. of Denver. At this plant
ancient beach sands containing from 3 to 10 percent heavy minerals are treated
and a concentrate averaging 58 percent heavy minerals made up of ilmenite,
zircon, monazite and rutile is obtained. These minerals are separated by mag-
netic and eleetrostatic methods. Another installation has been added to the
4,000-ton-capacity mill at the MeIntyre mine at Sanford Lake in the Adirondacks
where the fines containing magnetite and ilmenite are being concentrated success-
fully. These spirals which are stationary have a daily capacity of 50 tons per
double unit and they are used to rough out waste from ores that are to be treated
by flotation or other concentrating methods. Operating costs at Jacksonville
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are given at 5 cents a ton treated, the major expense being for power used for
pumping.

Active interest is being shown in the Dorrco Fluosolids process for roasting of
pyritic concentrates or the calcination of limestone. This process is described
in the December issue of Chemical Engineering. The roaster consists of a vertical
furnace in which a rising current of preheated air or gas is introduced through a
perforated plate on the bottom of the furnace. There are no moving mechanical
parts as in the Wedge roaster and other calcining furnaces. The material to be
roasted is introduced through a pipe on the side and near the bottom of the furnace
and the roasted product is discharged through a pipe near the middle of the
furnace. The pyritic concentrates are kept in a suspended state by a strong
rising current of hot air or gas but not hot enough to fuse the qtllphl(i?-, while
roasting. The fine dust is carried off with the gasses and caught in a cyclone
separator. The process is continuous and appears to have many advantages
over other types of roasting furnace.

Stockpiling

Until world peace becomes a reality the United States must continue to prepare
for emergencies as victory or defeat will hinge upon the amounts of eritically
needed strategic materials available. Our deficiencies in many of the vital raw
minerals and increasing dependence upon imports has been presented in the report
Mineral Position of the United States by the USGS and the Bureau of Mines,
previously mentioned, the report by the Harriman  Committee on European
Recovery and Foreign Aid, part ITI, and in my article Problems and Procedure
in Acqmrmg Foreign \Immv Pr()port:e& in the March 1947 issue of Mining and
Metallurgy. In this latter article are graphs showing our average annual pro-
duction and imports of 31 strategic minerals based on Bureau of Mines statistics
from 1941 to 1945. The ratios of imports for consumption to domestic production
for the 5-year period were as follows:

Percenl Pereent
imporied imporked
More than 50 percent imported: Less than 50 percent imported.

ANTIMONY oy s S5 e Lol 87 Alamingm cosl o0l ), 00T L 19
ANHeNtaR R L So il Ul 5 97 Avsente, sl e b a8yt Y 30
Berylhium ore_._. .. .. ocun-- 92 Baymbellioloaged el ~ 22
EHromite s = Ao e 93 Coppersetu b s i vanl L ld 44
Drianngra ol T EENe PRI NRINY 88 FRorapars oL o0, Uddid 40y Sosl 9
Columbium ore_ _ _________ 99 Tlimenite L. Lo irats 2 s wel 40
orundumiy s 2l Sonony il 100 Ledd s lun St o liug Doy e 46
Graphite .. .. ._._. 83 Meareury o 8L S o kL i 46
Industrial diamonds________ 100 Pyrifiea o 1o Uy toriatrra s 3 26
Manganese ore._._.___.___ 89 Nanadivmas Lo o Jer L hod 31
T T e S R S SR e e 87 hne s spt S0 YR e 40
MOnREIO - o co il oo 100
1)) i o s SR S e 99
I s s e s 93
Quartz Crystals___ ________ 99
i e AR RS EER 68
Strontium ore____ __ ___ . ___ 65
Tantalumore._ .. . ... ...-o-- 99
2 eyl e e W UG MR 3 e d 99
NEEROREER AT LA D R 62
Zrconam ) s n 99

Many of these produets such as tin, manganese ore, chromite, cobalt, mercury,
graphlto industrial diamonds, mica, ete. must be Iral1~,1:tlrtori across the oceans,
requiring a few million tons of shipping space annually. During the war not only
these sources of mineral supply were cut off but also shipments of bauxite from
British and Dutch Guiana as well as the iron ore from Chile were almost shut off
by the Nazi submarines. It is therefore vital that a greater effort be made to
expand our foreign purchases now rather than be obliged to pay higher prices later
and take the chance of being deprived of these foreign sources of supply. Pro-
posals have been made to acquire minerals for stock piling from the European
countries and their colonies in partial payment for loans under the European
recovery program but as yet nothing has been decided. Estimates by the Harri-
man committee show a total annual value of $223,200,000 in strategie and critical
minerals available with comparatively small increases in production from the
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Marshall plan countries. This total is compared with $17,200,000 a year in
value of mineral products now being received from the Marshall plan countries.

An appropriation of $100,000,000 for stock piling of strategic minerals was made
for the fiscal year of 1948 and recommendations to more than triple this amount
for 1949 have been made. However unless substantial aid is given by way of
machinery and ‘“know how” to expand production of these minerals at the foreign
mines there won’t be much increase in the present output that will be available
for export to the United States for stock piling.

Tariff reductions

United States tariff rates have been reduced from 15 to 50 percent on a number
of the key minerals and metals that we import and in which we are deficient.
The trade and tariff agreements among the United Nations was recently signed
at Geneva and took effect January 1, 1948. This does not mean that there will
be any great increase in either mineral imports or exports as supplies for export
to the USA are not available in the foreign countries nor is there much that foreign
countries can purchase from the United States due to their lack of dollars. The
reductions however have created a more favorable trade situation which will be
mutually beneficial as normal conditions gradually return. Examples of the
tariff reductions are manganese ore from one-half to one-fourth cent a pound;
tungsten in ore or concentrates from 50 to 38 cents a pound; nickel from 2% to 1%
cents a pound; antimony from 2 to 1 cents a pound; copper excise tax from 4 to 2
cents a pound; cadmium from 7% to 3% cents a pound; zinc ore from 1.2 to 0.75
cents a pound and on the metal from 1.4 to 0.875 cents a pound; and bauxite
from $1 to 50 cents a ton.

The Marshall plan

There are several governmental and congressional committees studying ways
and means to make the European recovery program a success and bills have been
prepared for congressional action which are now under discussion. Just how far
they will go in aiding the mineral industries abroad is still a question. The Mar-
shall plan can be the real incentive to the mine operators in western Europe and
the colonies to increase mineral production if funds are made available without
too much delay for mining projects which after proper investigation warrant in-
vestment. The Export-Import Bank and the International Bank for Reconstruc-
tion and Development were organized to meet emergencies abroad if reports are
presented to them on projects properly documented to justify the emergency and
the amount of loan desired. Inasmuch as such loans must be guaranteed by the
local governments they will probably be used to purchase our modern machines
and technical “know how” in order to further their state-owned projects to the
definite detriment of private enterprise or they may be used for projects owned by
private industrialists who have the necessary political backing.

If Marshall plan funds for aid to the mining industries could be made available
for projects controlled by private industry which need our technical aid and
modern machines and in which private American capital could participate on a
business basis this would go far toward building up the mineral production, local
employment and the economy of the countries to be aided. Such loans could also
be made against deliveries of mineral products and thus would eventually be re-
paid. If through the Marshall plan administration arrangements with the in-
dividual governments could be made to safeguard American investors against con-
fiscation of the property or business in which they invest and be certain of getting
their profits out of the country in dollars many would be willing to nivest in foreign
mining projects. Such investments by private enterprise rather than through
loans to foreign governments will insure greater imports of strategic minerals into
the United States as American firms will be seeking to build up production as
rapidly as possible in order to get dollar credits through exports and thus repay
their investment. Proposals to guarantee private capital investments by Ameri-
cans in productive enterprises in Europe and their colonies are being considered
by Congress.

The necessary control of the ways our Government funds are to be used to aid
the mining industries in Europe and in the colonies could be made by competent
mining engineers attached to the offices in Europe which are to administer the aid
under the Marshall plan. Many mining projects will doubtless be presented to
these offices which will have to be sereened and estimated costs and machiner
requirements carefully checked. As the time element is vital in Europe it is
important to initiate the necessary groundwork with the aid of the mining bureaus
and mining companies in each country in the preparation of mining projects, and
in particular those on strategic minerals, that will need our financial, material,
and technieal aid.
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Tae NAtioNAL FEDERATION OoF BUSINESS AND
ProressioNnaL WomeN’s Cruss, Inc.,
1917 I Street, NW., February 9, 1948.
Hon. CaarrLEs A. EAaToN,
Chairman, House Foreign Affairs Commillee,
House Office Building, Washington, D. C.

Dear Mr. EaTon: Attached please find statement of the National Federation
of Business and Professional Women’s Clubs, Inc., in support of the European
recovery program.

We should appreciate having this included in the record of the hearings.

Thank you for your courtesy in this matter.

Respectfully,
HerLen G. Irwin,
Leguslalion Chairman.

STATEMENT REGArRDING A EurorEaNx REcOVERY PRrROGRAM

The National Federation of Business and Professional Women’s Clubs, Ine.,
i8 an organization of 120,000 women actively employed in business and the pro-
fessions.. These women, engaged in such varied fields of activity, represent a
cross section of publie opinion which has eut across the lines of individual interest
and is crystallized into the objectives of this organization.

The national federation has long been interested in problems of international
scope, recognizing that its membership’s progress, stability, and security depend
on the solution of world economic and social problems. Being cognizant of
their responsibilities as United States citizens, they are also aware of the neces-
sity of a world citizenry, and feel that one is contingent on the other.

Therefore, they took early initiative in urging the formation of an international
organization; were represented at the San Francisco Conference; supported the
United Nations Charter, and have urged the acceptance of United States mem-
bership in such organizations as have been established within the United Nations.
At its biennial convention in Cleveland, July 1946, the creation of a full-time
staff position was authorized so that the federation would have a representative
constantly at the United Nations who would keep the organization fully in-
formed as to developments at its sessions.

The membership has been constantly supplied with up-to-date information
on the plan for European recovery and therefore can bring to this committee a
considered statement of its opinion.

The legislative item under which we support a program for European recovery
reads in part as follows: “Support of a foreign policy embracing international
social development, economic and financial stability.” First, we are interested
in utilizing to a maximum degree such organs and agencies of the United Nations
as are practical and expedient with a view to increasing integration. We realize
the necessity of safeguarding our domestic economy, and the long view dictates
that it may be necessary to do so by sacrifice. We believe that the citizens are
prepared to do so if they are fully informed as to the need and confident of the
administration of the plan. We have confidence in the Norse, Harriman, Krug,
and Brookings Institution reports, and appreciate their objective nonpolitical
viewpoint.

We agree with Senator Thomas that our relationship with these 16 European
countries should be that of a banker to an honest ereditor, instead of the pawn-
broker to the old fellow who comes in with his overcoat. We believe that sufficient
funds must be appropriated to enable a recovery job to be done, and would
resist a policy of further outlay of funds that could be only temporary relief.
We do not presume to state what this amount should be, but believe periodic and
reevaluation of the variable factors should determine inecreases and decreases.
We believe in businesslike safeguards for funds and material which we supply,
but as believers in freedom for nations as well as individuals, we believe that the
nations should be unfettered in applying the program to their own economies.

We have the expectancy of a foreign policy that will be forward-looking in its
general plan, but that must evolve with events of the coming vears.

Our support is therefore dependent upon the utilization of wise judgment in the
administration, and we are impressed with the importance of honest procurements,
and the necessity of being kept informed as to progress.

Our national president, Miss Sally Butler, is serving as a member of the Stimson
committee on the Marshall plan and our international relations chairmen, through-
out the 2,000 communities in the 48 States in which we are organized, have taken
the lead in securing signatures for the petitions requesting this program.

George C. Marshall Foundation, Lexington, Virginia




1096 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM

Because of the nature of the membership of our organization, we bring to this
problem a realistic viewpoint and a businesslike attitude. Having weighed the
risks involved, we feel there is no alternative to a dynamic program for European
recovery.

Hon. CaarrLeEs A. EATON,
Chairman, Foreign Aflairs Commattee,
House of Representatives, Washington, D. C.

HonoraBLE Sir: My name is William C. Ash. My office address is 90 West
Street, New York 6, N. Y. I am appearing at this committee hearing on the
emergency relief program on behalf of the National Organization of Masters,
Mates and Pilots of America, which is an organization of licensed deck officers,
including masters, serving aboard American vessels.

I am a national vice president of this organization and authorized to speak on
behalf of its entire membership of over 15,000 men. I have been going to sea
for upwards of 23 years, in all deck ratings, and I have been a master for nearly
10 years.

At the outset I would like to say emphatically that our organization favors the
Marshall plan in all its humanitarian purposes and its intent to simultaneously
aid in effecting economie stability even in our own country. There is, however,
one specific part of the Marshall plan which we earnestly request be given your
serious attention with the purpose of altering and changing it.

That section of the plan to which we are in opposition is encompassed in sec-
tions VII and VIII of the emergency relief program which relates to shipping and
the proposed transfer of American vessels to foreign flag operation. The witness
could present voluminous statistics which would effectively disprove claims made
by our own State Department as to the tremendous savings it could effect if
instituted and the tremendous financial benefits to both the recipient nations
and ourselves that would be gained thereby. The witness will not attempt to
to this as others have ably done so and it is not our desire to be repetitious. He
will, however, speak of some general but important factors which are self-evident
and should receive your sincere consideration.

When, at the request of our Honorable Secretary of State, representatives of 16
foreign nations met in Paris to draft the basis of their requests, the representative
from Great Britain, Sir Percy Rogers, proposed that the United States give
approximately 3,000,000 tons of American ships to these various nations as one
of the means of helping to restore their economy. Such a transfer propounds a
question and an important one and that is, How will these bankrupt countries
benefit by having the utilization of these vessels if distributed to them under
the terms of this plan? The plain truth is that even though we have already
transferred to them more than 1,000 ships of all kinds and substantially assisted
in the rehabilitation of their merchant marine, the results as far as tending to
prove our good intents and purposes to the European nations has been almost
negligible. Proof of this is self-evident in the recent disorders in the various
countries that have suffered from Communist disruptions.

The statisticians which I have previously mentioned prove that everyone of
these nations without exception have already achieved their prewar tonnage of
deep draft vessels and many of them have exceeded it. The propounder of the
plan for transferring our vessels is himself a representative of British shipping
interests. They are perfectly willing for us to give our ships away, but is his
country, as the second largest merchant marine fleet owner of the world, willing
to do the same thing? The answer is an emphatic no. She places many restrie-
tions on the sale or transfer of any of her ships to other European nations and
where she has control of ports and port regulations, the cost of operation of foreign
flag vessels shows a decided increase to the foreign nations with preferential
treatment to their own flag vessels. A recent press release in the New York Times
indicates that exports from Great Britain in the year of 1947 were 8 percent higher
than they were in the year of 1938 which was the peak year for most European
nations prior to their entrance into World War II.

Our own Maritime Commission can site instances to you of American vessels
transferred’ to foreign registry where, at the expense of American taxpayers,
American vessels were delivered to them in ports in their own country before they
took title and that the American seamen who were sent with the vessel to deliver
it were repatriated to this country at the expense of the American taxpayer and
then left to seek employment in a rapidly diminishing field.

If our purpose is to aid in the rehabilitation of the vast majority of the European
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peoples, then the transferring of American ships to help accomplish this will be
negligible in its results. You are surely aware that the powerful shipping interests
of the European nations are in the hands of very few people and they are the ones,
the European capitalists, who will primarily and principally benefit and not
large masses of people who need work and an opportunity to produce. -

It is alleged by the proponents of this plan that such transfer of shipping is for
the sole purpose of increasing the purchasing power of these foreign nations.

If the wages of European ships crews are considered purchasing power, then
this premise should be dismissed as negligible and uncontrollable. Since foreign
ships often remain away from their home countries for periods of a year or longer,
the greater portion of their earnings are of necessity spent in other countries. It
is a matter of record that the crew of one American ship spends more money in
a foreign port in a week than the crew of a European ship will send back home
in 3 months. So, the unalterable fact remains that the real purchasing power of
European countries lies not in their selling their shipping services to us but in
what we buy from them and by the investments and earnings made by their
nationals in this country. Before the war when there was considerably less money
in circulation than now, Falians in America sent back to Italy approximately
$100,000,000 annually; Germans and Poles an equivalent amount, and the Greeks
approximately $25,000,000. All the other nationals in this country followed this
same pattern. Add to these figures the extravagant spending of the American
tourists abroad which amounted to about $500,000,000 annually and ask yourself
of what significance is shipping as a factor in aid, economy, and purchasing power.

So much for the foreign aspect of the shipping program. But what about the
domestic angle? How will this affect our own shipping? How will it affeet our
own economy and what will the actual saving to the American taxpayer be? The
fact remains that no American honestly believes that we will ever receive this
money in return and hope only to receive it in good will, peaceful pursuits of in-
ternational trade, and exchange of ideas and relations. Even if some of it should
find its way back to us as repaid loans, we will be cheated out of a great deal of
it by bookkeeping chicanery for charges for services under reversed lend-lease.
Furthermore, the total cost to the American taxpayer of the whole shipping
program would be less than 2 percent of the total expected cost of the entire
Marshall plan.

A further effect of this shipping program would be the loss of jobs for nearly
25,000 American seamen, of whom a great part would be the officers that I repre-
sent. Prior to and during the war when there was a real shipping emergency,
thousands of fine young Americans were attracted to the merchant marine on
the promise of a future and a career in the finest merchant marine in the world.
Not by any stretching of the imagination can it be said that this promise has
been kept. On the contrary, impediments, restrictions, and problems have been
thrown into the laps of the whole shipping industry where some American oper-
ators took refuge and transferred their vessels to foreign-flag operations resulting
in the loss of many jobs and a serious unemployment situation for thousands of
American seamen. The transfers of the vessels under this proposed plan would
be many more nails in the coffin of the American merchant marine. Please do
not let this happen. >

It is also important to consider that at the present time every one of the foreign
nations which we propose to aid is engaged in an ambitious and energetic ship-
building program of their own. Not one of them has indicated that they will in
any way cut down or curtail this program. Even at the present moment they
have contracted for 15% million tons of shipping to be built in their own vards
with funds and materials provided principally by us. In the meantime, our own
shipbuilding industry is at a point dangerously near complete extinetion.® We
have had several bitter lessons by allowing this to happen and it looks as though
we are proceeding merrily on our way to do the same thing again.

So, not only are we delinquent in a progressive shipbuilding program of our own
to maintain our country as a first-rate maritime nation, but we are assisting these
other countries to build vast modern fleets of vessels at our expense while we are
slowly but surely starving our own American merchant marine to extinction,
We should not let this happen.

One amazing fact regarding this whole program stands out very sharply and
still remains completelv unexplained by the proponents of the plan. Why should
the American shipping industry be the only one in the whole plan which should be
singled out for such drastic replacement by foreign labor? Why has not our
State Department requested that foreign labor be brought here to grow their own
grain or dig their own coal? They know how absurd such a premise would be.
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When they destroy the jobs of so many Americans presently employed in this
industry? Is it because our State Department takes the position that the demise
of our shipping industry is inevitable and so why not now? It is earnestly re-
quested that our Congress do not permit this to happen.

The witness has not mentioned the importance of our American merchant marine
as an adjunct to our national defense. He feels that the relative importance of
the merchant marine in the “first line of defense” was very apparent during the
last war. Should we allow our merchant marine to continue to deteriorate at
the expense of our national defense? The answer is certainly not and we ask the
good Members of Congress to see that it doesn’t happen.

It is requested that the following two important points be given your earnest
consideration:

1. No funds under the Marshall plan to be used for the transfer, charter, pur-
chase, or hire by foreign nations for foreign-flag operation of any American vessel.

2. That a minimum of 65 percent of all cargoes originating anywhere in the
world under this emergency relief program be carried in American-flag vessels.
You will note that we ask only 65 percent and there is a reason for this. Public
Law No. 17 of the Seventy-third Congress provided that 100 percent of all cargoes
purchased with funds loaned by our éovernment must be carried in our bottoms.
However, we overlook this and state without equivocation that we, as seafaring
men, were in a position to see how the merchant marine of the foreign nations who
were our allies-suffered depletion as a result of the war. We were, therefore, en-
tirely in favor of the rehabilitation of the merchant marine of our foreign allies
and we still feel that in addition to their own ingenuity and commercial enterprise
they should continue to receive substantial amounts of American relief cargoes in
order to assist in effecting this rehabilitation.

Some Members of Congress have already stated that it is their sincere hope that
the large bulk of these cargoes will be carried in American bottoms, but it has
been our bitter experience that hope is not enough. We ask the Congress to
guarantee it by legislation before we are completely out of. business. It has been
our bitter experience that our own State Department have been, perhaps inad-
vertantly, the worst enemies of an American merchant marine. A former Under
Secretary of State only recently made a statement that we do not need an Ameri-
can merchant marine. Proof of the State Department’s position on the American
merchant marine is indicated by the figures showing the vast amount of savings
that would be made by giving the foreign nations 500 additional ships. These
have been proved factually untrue. Even the report of the Secretary of Com-
merce the Honorable Averill Harriman and his ecommittee indicated this. Yet
the Harriman report was completely ditched in the preparation of the emergency
relief program. We, therefore, do not wish to live in hopes. We ask that the
Congress guarantee by legislation that we can live and exist as Americans and not
on hopes.

In conclusion, the witness wishes to state that he has the greatest respect for our
plenipotentiaries, ambassadors, ministers, and consuls and the good work most
of them are doing, but he still believes that the best ambassador of good will to
any foreign country is an American ship, manned by American officers and crew,
delivering American goods to needy peoples.

Respectfully submitted.

Caprain Wirnriam C. Asn,
Vice President, National Organization of
Masters, Mates, and Pilots of America.

WasningTON, D. C., February 9, 1948.

DEPARTMENT OF STATE
FEBRUARY 9, 1948.

No. 100

Text of letter to Senator Arthur H. Vandenberg from Secretary George C.
Marshall regarding German reparation program, and the Department’s memo-
randum on the subject:

FEBRUARY 4, 1948,

DEAR SENATOR VANDENBERG: You will recall that during December you indi-
cated the intention of going fully into the German reparation and dismantling
program in connection with the consideration of the European recovery program
by the Senate Foreign Relations Committee. Since that time, the Departments
of State and of the Army have submitted to the Congress and to vour committee
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a considerable amount of information on this subject. During the course of my
testimony before your committee on January 8, 1 made a number of statements
in which I pointed out certain of the reasons in favor of eontinuing the dismantling
program, and indicated that further information and data would be furnished in
the near future. Various Army witnesses, including Secretary Royall and Under
Secretary Draper, have testified at length before your committee in support of
the dismantling and reparation program, and especially with reference to the more
technical aspects of the program, including its effects upon the German economy.

On January 24, Mr. Lovett forwarded to you a copy of the memorandum
prepared by the Departments of State and of the Army in reply to the questions
contained in House Resolution 365. This resolution called for answers to 11
questions concerning the dismantling program, and the replies (together with
the six attachments) went into considerable detail. I understand that the
Speaker of the House of Representatives read Mr. Lovett’s covering letter of
January 24 before the House. It was pointed out in this letter that through
both diplomatic channels and through the Office of Military Government (U. S.),
the British and French Governments have been asked to supply detailed informa-
tion with regard to the status of the dismantling program in their respective
areas of occupation. Although representatives of these Governments have
given us assurances that they will make every effort to furnish the requested
information, we are still awaiting receipt of detailed replies.

I believe that there are certain very compelling reasons in favor of the reparation
program which may not be fully understood by the Congress, notwithstanding
the quite extensive information which has been made available to the Congress
through your committee and otherwise. For this reason I am submitting to you
herewith a further memorandum in which an effort is made to summarize the
principal points which are involved. I believe that the information and argu-
ments contained in this memorandum will be of use to your committee, and it
oceurs to me that you and other members of the Senate may deem it appropriate
to employ this material in any further discussions of the program which may
take place. With this thought in mind 1 am forwardiug to you under separate
cover additional copies of this memorandum.

I should also like to bring to vour attention the fact that the British and French
Governments are understood to be opposed to modification of the present dis-
mantling program. We know that they feel themselves justly entitled to and
are most anxious to receive delivery of their share of the plants which have been
selected for dismantling and of the reciprocal deliveries of commodities which the
Soviets are obligated to make to the West. If all dismantling should be halted in
our zone, this would be interpreted as the abandonment of the reparation program
as far as the United States is concerned. The probable result of such action would
be that the United States would find itself in sole opposition to the demands of
the other 17 members of the TARA group of nations, and would probably be
faced with renewed demands for extensive reparation out of eurrent production.
The principles for which we have contended so vigorously would thus be placed
in jeopardy. Instead of being able to dispose of the reparations problem in short
time and at relatively little cost we will be thrown back into a situation similar to
that which followed in the wake of World War I, with general disagreement and
long drawnout wrangling among the vietorious allies, and ;nrtiu:larlv those
nations in western Europe among which umtv of purpose and feeling is essential
for European recovery.

For the foregoing reasons, as well as the unfortunate political consequences
within Germany which our officials there have declared would result from a tem-
porary halt of dismantling should it later be decided to resume dismantling,
General Clay has not been instructed to discontinue dismantling. No further
allocations by the Allied Control Authority have been made, however, since the
current (‘Ullgi‘bb‘:lolld] inquiry was begun. At the same tlmc an investigation is
being made to ascertain whether or not certain of the plants scheduled for dis-
mantling would be better able to contribute to the world supply of eritical items
if retained in Germany, particularly those plants to which attention was called
in the report of the Herter committee.

As you are aware, because of %m']et breaches of the Potsdam agreement we
are =~wkmg advquat(_ arrangements with the British regarding further reparation
deliveries to the Fast. 'Ih(we diseussions are c()ntlnumg, and in the meanwhile
all deliveries from the United States zone to the U. 8. S, R. (and Poland) have
been stopped except for the remnants of three plants which were largely dis-
mantled and delivered before the last meeting of the Council of Foreign Ministers,

After consulting your office, I am taking the liberty of furnishing copies of this
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letter and memorandum to the chairmen of the Appropriations Committee of the
Senate and the Foreign Affairs and Appropriations Committee of the House of
Representatives in view of the interest which these committees have taken in the
reparation and dismantling program.,
Faithfully yours,
G. C. MARSHALL,

FEBRUARY 2, 1948,
TaE GErRMAN REPARATION PROGRAM

. In recent weeks, while the major proposals of the Euro-recovery program have
been under continuous congressional and publiec discussion, there has been wide-
spread criticism directed to the question of the compatibility with that program
of the present German reparation settlement. It has been argued that the dis-
mantling and transfer of German plants blocks the industrial recovery of Germany,
and is the major factor preventing the great industries of the Ruhr from contribut-
ing to European reconstruction. The conclusion is drawn that the dismantling
program increases the burden on the United States, and the costs which must be
borne by the American taxpayer. It is asserted that the transferred plants are
of small value to the recipient countries, and that, in any case, the major bene-
ficiaries are countries which are unfriendly to the United States.

A more limited opposition is addressed to the question of certain plants on the
dismantling lists which appear to be technically capable of producing items,
such as sheet and strip steel, and large diameter pipe, which are in short supply
throughout the world because of lack of producing capacity. It is argued that
it would be to the advantage of all nations conecerned to keep such plants in
Germany, and to assign them top priorities in supplies of coal, manpower, and
other scarce factors of production, rather than to undergo the loss of production
time involved in their dismantling and transfer.

In response to these criticisms a fundamental reexamination of all the con-
siderations involved, both economic and political, has been undertaken by the
Department of State. The conclusion has been reached that the German repara-
tion program should be continued in its present form, and that such continuance
will aid, not hamper, the economic recovery of Europe. Such continuance will,
furthermore, leave to the German people adequate resources to enable them to
develop a decent standard of life, and to contribute through industrial exports
to European recovery. The major considerations which led the Department to
adopt this conclusion are summarized in the following paragraphs. The question
of whether certain of the plants on the dismantling list would be better able to
contribute to the world supply of ecritically short items if retained in Germany
is now being investigated.

POLITICAL CONSIDERATIONS

The need for a final settlement of the German reparation question

The obligation of the aggressor to pay the maximum reparation compatible
with economic and political realifies is incontestable. The failure after the First
World War to arrive at a realistic solution of this problem ecost American tax-
payers and private investors hundreds of millions of dollars, seriously disrupted
European and world trade throughout the interwar period, and gave rise to con-
stant frictions in international political relations.

From this unhappy experience it could be concluded that any reparation settle-
ment, to be satisfactory, should be realistically based on capacity to pay, should
be carried to final completion within a relatively short period, and yet should be
accepted as equitable by all concerned. It was such a settlement that the United
States Government consistently sought from the time when planning for the post-
surrender treatment of Germany was begun. Without such a settlement, it was
certain that the time when Germany could enter into normal economie and politi-
cal relations with the rest of the European community would be seriously delayed,
and it was probable that American taxpayers and investors would once again
find that they had paid the German reparation bill.

The character of existing reparation agreements

The Potsdam agreement embodies the basic features of a reparation settlement
satisfactory to the United States. It very specifically lays down the principle
that the German reparation bill must be kept within the bounds of Germany’s
capacity to pay, and recognized the necessity for a definitive settlement to be
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carried through within a few years. It takes into account the fears of European
countries of a resurgence of German aggression, and yet lays the ground for the
establishment of a unified, peaceful, and economically viable Germany capable
of self-support.

Providing all parties hereto undertook its implementation in a sincere spirit
of cooperation, the Potsdam agreement provided the basis for a definitive settle-
ment of the reparation shares of the Soviet Union and Poland on the one hand,
and of all other countries entitled to reparation from Germany on the other.
The Paris agreement on reparation, which was negotiated in Paris during the last
2 months of 1945, represented the practical acceptance by these other countries
of the Potsdam reparation settlement. These 18 countries in effect accepted the
principle of Germany’s capacity to pay, and agreed among themselves as to their
relative shares in a total volume of German reparation assets which at that time
was unknown. Such a reparation settlement is unprecedented in history; and
in view of the greatly reduced volume of capital equipment being made available
under the revised levels of industry, its continued acceptance is even more re-
markable.

The degree to which the United States Government is committed under present repara-
tion agreements

There can be no doubt that the signatories of the Paris reparation agreement
regard the United States as being fully committed thereby to earry out the repara-
tion provisions of Potsdam. There are no legal grounds in international law to
justify the conclusion that the Paris agreement is no longer internationally
binding.

It is, of course, true that in cases where circumstances have substantially
changed since the date of signature of an international agreement, and where the
majority of the signatories to the agreement concur in the view that the agree-
ment requires modification in the light of such changed circumstances, renegotia-
tion has frequently been undertaken. As pointed out elsewhere, however, the
majority of the signatories to the Paris agreement on reparation feel strongly that
the implementation of the agreement should be continued; and that, indeed, the
action taken to date has been too dilatory and limited.

As is well known, the Soviet Union has refused to follow in practice the prin-
ciples of German self-support and capacity to pay, and of economic unity, laid
down in the Potsdam agreement. Unless it is willing to live up to all the terms of
this agreement, it cannot properly claim that only those clauses wholly favorable
to it should be carried out. As has been announced, the Department of State is
now seeking adequate arrangements with the British regarding further reparation
deliveries to the Fast. So far as the United States zone in Germany is concerned,
only the remnants of three plants, dismantling and shipping of which has already
progressed very far prior to the last Council of Foreign Ministers, are now in
proeess to the delivery to the U. S. S. R.

It remains true, however, that the' Potsdam agreement embodies the basic
features of a reparation settlement satisfactory to the United States, and one which
is probably as advantageous to Germany as is compatible with Germany’s obliga-
tions. This being so, it would obviously be unwise to abandon the Potsdam
reparation settlement merely by reason of Soviet malfeasance.

The present attitude of European couniries

The attitude of the members of the Inter-Allied Reparation Agency toward the
dismantling program has been most recently indicated by a resolution of the
Assembly, transmitted in November 1947, to the Council of Foreign Ministers.
The resolution protested the delays in dismantling and shipment of German
plants, and requested the Council to seek measures to speed up the program.
A similar resolution has been presented to the Council in October 1946.

The eagerness with which the members of the Agency have sought to secure such
German plants and equipment as have been made available to them is ample
evidence of the importance which they attach to these plants for purposes of their
own economic reconstruction. Apart, however, from the contribution of the
reparation program to their own economic reconstruction, these ecountries regard
the program as a symbol of an attitude toward Germany’s past actions and toward
their own future, the abandonment of which would cause the greatest concern.
To argue that the United States has already, through contributions to European
relief, “more than paid for these plants,” would seem to them to represent a callous
disregard for the moral issues at stake. and for the sunerior rights of the vietims
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over the aggressor. This attitude also tends wrongly-to identify German and
American interests. |

From a purely practical standpoint, it is the attitudes of Britain and France,
in whose occupation zones in Germany are located the great majority of the plants
remaining to be dismantled, that are of most importance. The British have very
strongly expressed the view that they regard themselves as bound by the Paris
reparation agreement to carry out the dismantling program. The French, although
they have not been directly approached at this time, are known to hold similar
views. In addition, the French have already protested against the present bizonal
level of industry on the grounds that in certain fields of industry it permits the
retention of so great a German capacity as to threaten their own security. The
Department of State considers that it would be inconsistent with national policy
to attempt to coerce the British and French into taking action which they would
regard as a breach of their international commitments, and as an injury to their
own material interests and to those of the entire European community.

ECONOMIC CONSIDERATIONS

The character of the bizonal level of industry

When it became clear that the U, 8. S. R. had no immediate intention, except
on its own terms, of putting into effect the economic arrangements envisioned
under the Potsdam agreement as necessary for the creation of a viable German
economy, the American and British Governments took the decision to merge their
zones economically. An open invitation to other zones to join the merger was
maintained. The two Governments continued to feel, however, that the general
lines of the reparation settlement embodied in the Potsdam agreement were
correct ones, and instructions were given to the two zone commanders to prepare
a revised level of industry for the bizonal areas as a basis for the carrying out of
that settlement. These instructions were given in March 1947, after the Couneil
of Foreign Ministers met at Moscow.

By that time some 18 months’ experience had given a clearer insight into the
problems of German economic recovery. The general dollar erisis in western
Europe had not yet become apparent in its full intensity, although serious difficul-
ties had already appeared. In working on the revised level of industry the Ameri-
can and British authorities in Germany had fully in mind the necessity of provid-
ing the basis for a German economy with the resources and flexibility essential not
only for its own recovery, but also for the fullest contribution within its power to
general European recovery.

Negotiations proceeded over several months, and it was not until August 29,
1947, that the revised level of industry was finally announced. The general effect
of the revised level of industry is to permit the retention in the bizonal area of
sufficient industrial ecapacity to produce approximately the same volume of output
as was produced in 1936. .

1936 was a year of considerable prosperity in Germany and one in which the
German standard of living was one of the highest in the world. Not only was the
standard of living high in that year, but in addition the Nazi Government found it
possible to devote large resources to the construction of the autobahns, of massive
public buildings and Nazi brown houses, and to armaments production.

In 1936 the bizonal area exported, in terms of current prices, roughly 1.75
billion dollars’” worth of industrial produets. The revised level of industry pro-
vides the basis for a volume of exports some 15 percent larger than this.

It should be emphasized in addition, that the revised level in no way constitutes
a permanent strait-jacket on the German economy. Within the resources left to
them, the Germans are free to develop their economy and standard of living to
the fullest extent made possible by their enterprise and hard work. Such perma-
nent restriction as may be necessary for reasons of security will be contained in
the final peace arrangements. In the meantime, the occupation of Germany will
continue.

It is well to recall that, on the basis of the resources available to them in 1936,
the Germans established a formidable war machine. Had these resources been
devoted to peaceful purposes, the German standard of living could have been
greatly raised above its already high level.

It is, of course, true that the population in the bizonal area will be considerably
higher than in 1936, and that the volume of industrial output per capita will
therefore be lower. Taking into account, however, the fact that resources will
no longer be devoted to war purposes, it is considered that full opportunity re-
mains for the development of a decent standard of life.
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The level of industry presently contemplated in the French zone is believed to
be rather lower, on a relative basis, than that for the bizonal area. Industrial
eapacity in that area is, however, a relatively small fraction of the total in the
three western zones. Even if present French plans are carried out in their en-
tirety, therefore, it is not believed that they will materially reduce the capacity
of western Germany as a whole.

The selection of individual plants for removal

The selection of individual plants for removal was carried out with a view to
retaining in Germany the most economically located plants and those best able
to contribute to the export program, while at the same time minimizing the
local and temporary effects of dismantling. The eoncentration of production
in the plants remaining is expected to improve efficieney in management and in
the use of labor, fuel, and raw materials. It should be noted that these lists
were drawn up during the period between the end of August 1947 and the middle
of October, and that the general character of European and world needs, and
especially of the needs for specific critical commodities, were well known at this
time.

At the time of publication of the list of plants to be dismantled, on October 16,
the responsible German authorities were invited to submit suggested amend-
ments. No amendments were submitted in the case of the American list. Some
30 or 40 amendments were suggested for the list of plants in the British zone.
Many of these amendments were aceepted, and others are still under consideration.

The relation of German production to the European recovery program

The present level of industrial production in the bizonal area is roughly one-
third of the capacity scheduled for retention under the revised level of industry.
Even this level has been achieved only after more than 2 years of grinding effort
to break the complex log-jam of shortages which is blocking German production—
food, coal, raw materials, housing, manpower, transport, etc. In no single
branch ef industry does production now equal or even approach retained capacity.
In no branch of industry will the removal of capacity now scheduled for dis-
mantling materially affect the output of that industry over the next 4 or 5 years.

In the light of the above facts it is clear that the real problem of bringing about
German recovery, and therefore of enabling Germany to contribute to European
recovery, is to inerease German production. Even were present German pro-
duction doubled, it would still be one-third lower than is technically possible on
the basis of the revised level of industry.

Many suggestions have been put forward in the press and in pamphlets as tg
possible means of increasing German industrial output to the point where all
existing capacity, including that scheduled for dismantling, could be fully utilized.
It has been urged, for example, that more coal should be shipped from the United
States in order to permit the retention in Germany of a greater proportion of
German coal production, thereby affording the basis for a greater German indus-
trial output. This suggestion ignores the fact that coal is now being stock-piled
at German mines because of inability to transport it to manufacturing plants.
It ignores the fact that skilled manpower for making immediate use of greatly
increased quantities of coal is simply not available. Other panaceas offered
can be shown, upon detailed analysis, to fail equally to take into acecount the hard
facts of economie life in Germany today. :

Industrial recovery in Germany is necessarily a slow process, which can only

# proceed in a reasonably balanced fashion, with advances in one particular branch
of industry providing the essential basis for equivalent advances in other branches,
To superimpose overriding priorities for production of particular items would be to
invite collapse in other segments of production. To attempt to inject supplies of
fuel and raw materials into the economy at a rate faster than can be effectively
utilized under existing circumstances would engender waste and misuse. In
view of world shortages today, such action would be untenable.

In conclusion, it is important to note that in their discussions of the possible
“German contribution to European recovery, the bizonal authorities did not find
themselves in any way limited by the restrictions imposed under the revised
level of industry. Their estimates of possible German production, and of pos-
sible German exports to countries participating in the European recovery program
represented the maximum deemed feasible under existing and expected conditions
in Germany, taking into account the needs both of Germany and of Europe.

69082—48———T0
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Even under present programing, it is estimated that within 4 or 5 years
Germany may have a substantial export surplus in its trade relations with other
countries participating in the European recovery program. By 1952 total exports
from the bizonal area to these countries are estimated to be in the neighborhood of
$2,000,000,000 with a surplus of exports over imports of around a quarter of a
billion dollars. To divert food, coal, and raw materials from other countries to
Germany with the result of increasing this surplus would be difficult to defend
either on political or on economic grounds. Such diversion would be certain to
lend ammunition to the Communist propaganda that the United States favors
the rebuilding of a powerful Germany over the reconstruction of Germany’s
vietims.

The economic feasibility of transferring German plants

Ample evidence of the economic feasibility of dismantling and transferring
industrial equipment is to be found both in earlier American experience and in
the experience of the Inter-Allied Reparation Agency. The War Assets Admin-
istration, for example, has been realizing about 50 percent of war-inflated ae-
quisition costs on sales of second-hand general purpose machinery. 80 percent
of the equipment sold by them has been dismantled and transferred to new sites.
Demand for many types of equipment offered by them is far in excess of supply.
Furopean countries have been paying good prices for this machinery despite the
fact that it must be transported across the Atlantic and converted to the metric
system before it can be utilized.

The OFLC has promptly disposed of virtually all of the German equipment
secured by the United States through the Inter-Allied Reparation Agency. Most
recently, for example, a chemicals plant was sold to an American firm for $103,000,
although its 1938 replacement cost in Germany was estimated at only about
$135,000. The Permanente Metals Corp. has purchased a German aluminum
foil rolling mill for $203,000, and is now engaged in dismantling and packing it.
Customs duties must be paid also and both these plants must be moved aecross
Atlantic, reerected in this country, and adapted to the American system of
measurement. Nevertheless, in the opinion of experienced American busifiessmen
these are sound commercial transactions.

Equipment from the Hensoldt optical plant has been reerected in the Nether-
lands to replace equipment looted by the Germans. Machinery from the
Kugelfischer ball-bearing plant will help to replace both British and French plant
extensively damaged during the war. It is clear that both the Governments
concerned and the business firms which purchase the equipment from their
Governments, regard the dismantling program as both practicable and profitable,
+ In many cases Germany represents the only possible source for securing indus-
trial equipment within a reasonable period. Furthermore, the German equip-
ment can be procured under the reparation program without expenditure of scarce
dollars, and is in most cases more readily adaptable to European plants than is
American machinery. Since the plants cannot presently be used in Germany,
their present economic value there is so low as to be negligible in relation to their
value to recipient countries. It is too seldom remembered that at the end of the
war Germany had virtually as many machine tools as the United States.

Reciprocal deliveries

Under the Potsdam Agreement, the Soviet Union was required to make the
Western Powers so-called reciprocal deliveries of foodstuffs, potash, coal and other
commodities in return for three-fifths of the capital equipment delivered to them
from the western zones of Germany, i. e., in return for 15 of the 25 percent of
total removals from the western zones to which they were entitled. Such recipro-
cal deliveries were to be spread over a period of 5 years, whereas the capital
removal program was to be completed within 2 years.

Under present plans total capital removals from the western zones would prob-
ably amount in 1938 values to approximately 1 billion reichmarks, of which
the Soviet share would be RM250,000,000. In return for this removed plant
RM150,000,000 worth of reciprocal deliveries would be required from the U. 8. 8. R.
Since roughly RM100,000,000 worth of eapital equipment has already been de-
livered to the Soviet Union, while reciprocal deliveries are only now about to
begin, the theoretical debts on both sides are now roughly equal.
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In other words, the U. S. S. R. owes to the Western Powers RM 150,000,000
worth of coal, food and other commodities, and an equivalent value in deliveries
of capital equipment is theoretically owed to the Soviet Union. The extremely
urgent demands for commodities in wegtern Europe and the dl‘ﬁproportlonately
great increase in world prices of commodites over capital equipment since 1938,
tend to make this possible exchange advantageous to the member nations of the
Inter-Allied Reparation Agency.

CONCLUSIONS

Analysis of Germany’s economic situation shows beyond question that the
revised level of industry, and the dismantling program based on it, have no
present effect on Germanv s ability to produce ‘and to export nor has the revised
level been found an obstacle to planning the maximum feasible contribution by
Germany to the general European recovery program. It provides for the retention
in the bizonal area of sufficient industrial eapacity to provide the basis for develop-
ment of a reasonable standard of living, and of a volume of industrial exports
greater than prevailed in 1936.

The dismantling and removal of German plants, therefore, represents a transfer
of capacity which would otherwise remain idle in Germany to countries which,
because of more adequate supplies of. manpower, housing, transport and other
scarce factors of production, and because they enjoy more stable monetary and
administrative organizations, ean make good use of them. Transferred German
plants are already contributing to the econcmic recovery of other European
countries, and may be expected to reduce the cost of the American contribution
to European aid. To a considerable extent recipient nations have no other avail-
able source of supply for meeting their requirement for much needed industrial
expansion.

The reparation settlement embodied in the Potsdam and Paris Reparation
Agreements, of which the dismantling program represents the concrete imple-
mentation, is one which accords with the best interests both of the United States
and, recogmzmg its obligations, of Germany. It is a seftlement to which genuinely
friendly European countries, including both Great Britain and France, regard the
United States as being fu]lv committed, and one which represents to them the
symbol of an attitude toward Germany’s past actions and toward their own fu-
ture, the abandonment of which would cause them the greatest concern.

DEPARTMENT OF STATE,
February 9, 1948.
No. 101

Confidential release for publication at 12 noon, FKastern Standard Time, Tuesday,
February 10, 1948. Not to be previously published, quoted from or used in any
way.

$522,000,000 ForeicN A1p ProGRAM TARGET SUPPLY AND SHIPPING PLAN

The Department of State today announced a target supply and shipping pros-
pectus for the $522,000,000 United States foreign aid program to France, Austria,
and Italy (Public Law 389).

The prospectus, outlining a commodity and dollar break-down of total projected
procurement and costs for each country, allots $284,000,000 to France, $57,000,000
to Austria, and $181,000,000 to Italy.

Some adjustments may have to be made within the over-all target amounts
as the program progresses.

A short statement on an incentive goods program is attached at the end of the
release.
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The French target program, including partial programs previously approved
in amount of $119,819,000 under dates December 23, January 9, and January 29,

follows:

. S
Estimated ‘ Estimated
Quantity freight at Estimated | freight at
Product ong: totis shipside shippingin | shipside and
g value in thousands | shipping in
thousands thousands
Gerpals e 775, 673 $93, 792 $7, 782 $101, 574
Fatsandollda s b Logssch TR 63, 636 120,000 (%) 20, 000
1B Y o vere b Tl £ M N LR S S Bl s T 6,013 3, 500 (® 3, 500
Potatoes:c - o 35,000 450 525 975
Dried fruit (prunes) .. _ .. 5, 000 785 150 935
Dredeses . P L s P L T i) 200 179 8 187
Coal:
Umifed Statesc . o W L L it 3, 800, 000 40, 280 38, 000 78, 280
1450 pt el e T e L o T T 1000 000 | e 16, 000
Fertilizer:
Untted Btatessds cre b e 10 Pl bt 37,000 2, 200 820 3,020
Banadn. 28, 900 1, 800 638 2,438
e e e e e e e o 2,720
Pastinides/{Saliur) L 00 20 R TR Tn T Shh 17,000 340 Lo I N el i
Petroleum produets:
Wnited Btates s oo T 140, 500 3 5, 400 1, 7056 7,105
B8 TEY £ 7Y - PO b I i e 812, 000 15, 050 7,770 424,895
Cotton and other fibers________________________ 28, 000 19, 500 500 20, 000
Mediealsapplies.. Lo r oo S8 0 s e Ee e S S e i | 1, 000
37N g R S R D e | TR NeR 1 =T T R e e T 862
ROt o e e T R R || R S 284, 000

1 Final dietai]ed composition of fats and oils program not yet determined, but will not exceed $20,000,-
000 in total.

2 Freight will be paid by the French Government on a nonreimbursable basis.

¢ Subject to adjustment downward after determination of final quantities to come from United States
sources.

4 Includes reserve of $2,075,000 for petrolenm products not yet specified.

The following is a summary of the program for France recommended above
using the commodity éategories specified in Public Law 389. The summary in-
cludes estimated cost of commodity and of shipping:

Estimated
freight at :
Item shipside and }J;Eﬁ?ﬂt
shipping
value
e B e S e = v o $127, 171, 000 44.78
Hoal{cogl:only)_, oo "L 0 s el TN T E SR LS R i g, D el 94, 280, 000 33.20
Patrolennl arid potxoleumyprodaets. . o o oo T e 32, 000, 000 11.27
el by daa el AR N Te) o B N e e et e e e e e 20, 000, 000 7.04
Ferbiliier - o Wia L Sl e o e W e i oI N W T TR S ey 8, 187, 000 2.88
Postierdes (BnlE) e e T T 500, 000 .18
NopdicaAl RUPPles s - e e T T e 1, 000, 000 .ab
TS S e e A Il ) B T s Tl e e e O T, TR TR ST T 862, 000 .30
Botall o o e T e R T N 284, 000, 000 100. 00

In general, the recommended French program covers shipments during the
period December 1947 (to the extent such shipments were delivered on and after
December 17, 1947, the date of enactment of Public Law 389) through March
1948,hexcept for the cereals allocation for April which will be shipped in that
month.

Other comments on the French program are as follows:

Some measure of the contribution of the food portion of the recommended
French program is indicated by the fact that after eliminating the April allocation
of cereals, the program provides an average of 829 calories per day for a 3-month
period to each of the estimated 29,500,000 nonfarm population of metropolitan
France. The Office of Foreign Agricultural Relations, United States Department
of Agriculture, estimates that indigenous production will provide approximately
1,300 calories per day for the nonfarm population.

Petroleum products to the maximum extent possible will be procured outside
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the United States. No aviation gasoline is included. At the present time it
may be assumed that the quantities of petroleum and petroleum products to be
supplied from the United States are available.

The $862,000 shown as a reserve is intended principally for additional quantities
of dairy products and fats and oils. Some part of the reserve may also be used
for incentive goods. '

The Austrian target program, including partial programs previously approved
in amount of $33,399,000 on December 23, 1947, and January 9, 1948, follow:

[ :
ey | B || e
- uantity reight at stimate Fyeige;
Broaduct (long tons) | shipside) shipping sl{Lpsxdp and
cost shipping)
cost
Food:
Cereals (wheat equivalent) __________________ 148,000 | $17, 608, 698 $2, 400, 790 $20, 009, 488
T O L SR 3,000 553, 292 69, 450 | 622, 742
StaoR Ry Vil T ¢ SEVREL ) R el 4, 000 985, 600 63, 600 1, 049, 200
AT BT S e Sl U b e I 3, 000 512, 534 112, 890 625, 424
3 e e e i 16, 000 3, 957, 934 536, 160 4, 404, 094
T3 o | o] (S i o g (B e e e e o 3, 000 1, 948, 800 111, 960 2, 060, 760
Peanuts (United States surplus) . .. _.________ 7,000 | 2, 494, 296 190, 050 2, 684, 346
Coprs R I nes Y 9, 524 3, 047, 680 285, 720 [ 3, 333, 400
Sugar, raw(Caba) - 17,000 | 1, 538, 432 291, 650 1, 829, 882
Prunes (United States surplus) .. __________ 2,500 | 287, 800 92, 875 380, 675
Raisins (United States surplus) . _____________ 2, 500 287, 800 92, 875 380, 675
Eggs, dried (United States surplus) .. ________ 1, 000 904, 960 41, 730 946, 690
Coal (off-shore): ’
SRR e Ushs s Ceeh B s P, e oA Lol e o | T —— I - SOY 7,014, 000
Poland, Czech, Saar, and other European.___ Vb R i SO R I e 3, 286, 000
Ferfilizer-(eff-shore) . ... b . i _L..lid Ol S e 2, 000, 000
Beeds:
B Y AT R i B I e 660 3,212,870 373, 500 3, 586, 370
OslOre B e 314, 750
Miscellaneous:
Beshlnides s = o L 1, 864 389, 80D 93, 200 | 483, 000
b B o) e e e B e e e | 1, 016, 000
T e L L BN ety N i 2 300 244, 000 11,130 | 255, 130
e Al e e ey, AR R AT R, . L o e o P S T [ 100, 000
Syt St e s e e e e | 537, 004
SPOrala Shwen ee L. DS gha B s Bl e e e ! .............. I} 57, 000, 000

2. The following is a summary of the Austrian program recommended above
using the commodity categories specified in Public Law 389. The summary
includes estimated cost of commodity and of shipping:

Estimated )

*  Item cost-and- f: ;::f;:lt
freight cost

O e e G e e e T S T e e e e e $38, 418, 000 (7, 40
fuv(-i CRpadiaply R e R e e e s S lf:. ﬁgtll thig 12‘ g;?
ey T e e e R e L e T RSO R e 1L - O ¥ : . 86
L L e T e = R 2, 000, 000 3. 50
?)l r.-d_icall R R i i g ot ol B s e 1, ﬁ}* ([l]l::J‘ 2. ié
LA e e S R T, ISR NS = [ L) T S N e LT LT R TR 3, 0
qneentivegoods - — - . o e e 100, 000 .26
LT g o e N S R e e e e et 537, 000 85
B e e s ees B T e, ey S S a7, 000, 000 100 00

The Austrian program in general covers the same shipment period as the French
program, from December 17, 1947, through March 1948, except for the cereals
allocation for April which will be shipped in April, 1948,

Other comments on the Austrian program are as follows:

Sugar.—The Austrian Government has agreed to accept and process raw sugar
in Austria. This action permits supply.of an additional amount of sugar, stated
by the Austrian Government and the commanding general, United States forces
in Austria, as urgently needed, without increasing the amount of funds required.

Fuel.—No coal is being supplied from the United States as Austrian coal require-
ments can be met from European sources at a lower unit cost. The proposed
program covers Ruhr, Saar, and Czechoslovakian coal for January, February,
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and March, and Polish coal for February, March, and April.  April Polish coal

must be paid for on or before March

20, 1948.

Petroleum and petroleum products.—No petroleum and petroleum produets are

included in the program.

purchased by the Austrian Government.
Pesticides.—As a result of having secured British agreement to supply the major
portion of the required pesticides, anticipated expenditures for these items have

been materially reduced.

Such import POL products as are required are being

Incentive goods.—The Austrian Government is most desirous of receiving certain
agricultural machinery spare parts as incentive goods.
secured from Bizonal Germany prior to March 31, 1948.

Reserve.—This reserve is set up to cover a possible inerease in commodity and
shipping costs and certain anticipated administrative charges which might be
presented by the Department of the Army and for other contingencies.

A cable from the commanding general, United States forces in Austria, states
that 199 billion calories of import food is required for each 28-day ration period to

support a 1,800-caloric ration in Austria.

These parts can be

As an indication of its importance to

Austria, the proposed food program will provide 772 billion calories or approx-
imately the total import food required for four ration periods.

The target program for Italy, including partial programs previously approved
for Italy totaling $93,403,000 under dates of December 23, 1947, January 9 and

29, 1948, is as follows:

Estimated
Product y
Quantity Freight at Shipping Cost-and-
(long tons) | shipside cost cost freight cost
Food:
Clerenls ot e i R e e 641,000 | $76,393,000 | $10,749,000 | $87, 142,000
Saya Blonr: fooaf_ . e aRL L. L 12, 000 2,213, 000 252, 000 2, 465, 000
133 g e T I s S T T O S 17, 500 4, 329, 000 671, 000 5, 000, 000
Dalryprodudfs.. .-t ot 1 o0 6, 000 1, 900, 000 200, 000 2, 100, 000
Drledieggs_ .. o e ween 1, 500 1, 344, 000 60, 000 1, 404, 000
Rl oAt i v 0 vimeascs ey B e 6, 000 1, 035, 000 165, 000 1, 200, 000
T e e T 10, 000 2, 432, 000 568, 000 3, 000, 000
Bueat:(rawn Cuhed)_ o L F P a0 e 28, 000 2, 661, 000 539, 000 3, 200, 000
o lPotatoes ___________________________________ 28, 000 364, 000 840, 000 1, 204, 000
oal:
United: Blates. .. . il 1, 800, 000 18, 900, 000 17, 100, 000 136, 000, 000
Eadhy 10 (O o L e i e B00:000 | ERIAStE S e r T Y 8, 000, 000
Petroleum and petrolenm products:
Nnitec Bfatag 13T 0L IR T O AN 23, 102 1, 850, 000 471, 000 2, 321, 000
e 473, 683 8, 038, 000 4, 641, 000 12, 679, 000
Fertilizer: United States phosphate rocks_______ 2000016 e anal T TN 1, 000, 000
Medfeal sitpplies' o & oo T T e N G | R I S gt 1, 800, 000
o e s e e e e e L e s e e 200, 000
3 R e S T D G L MR i g, [ e T P 1 T S S D, e 12, 285, 000
O et i e e e L L L L ] e e 181, 000, 000

The following is a summary of the Italian program recommended above using
the commodity categories specified in Public Law 389. The summary includes
estimated cost of commodity and of shipping:

Estimated
Percent
Produet cost-and-
freight cost of total
Food o T ooy o 48 4 ol i D i BBy Tl e T A RS T N $106, 715, 000 58, 96
1 L e R e v 44, 000, 000 24. 31
Petrolenm: and petroletim prodmots. 25 o i e ettt L 15, 000, 000 8.29
Medieal ROPPHeR - . o trm i e L SRR S AR W 1, 800, 000 .99
Perttlisar —— - - R R L 1, 000, 000 .50
Pestieides. ... .0l cmi C o e T e e b e S § C S S O 200, 000 Al
L E T s L L 12, 285, 000 6.79
Tota) & Ao o oolie e b T N T ETREY TRERT | ST TSIV e 181, 000, 000 100, 00
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In general, the recommended Italian program covers shipments January 1,
through March 1948 with the following exceptions: (a) Deliveries in Italy of
Ruhr coal and petroleum, oil, and lubricants on and after December 17, 1947,
these being items not covered under the United States foreign-relief program under
Public Law 84; and (b) cereals and possibly coal to be shipped during April 1948.

Other comments on the Italian program are as follows:

Petroleum and petroleum products.—Supplies proposed to be shipped from the
United States are confined to lubricants. The United States is practically the
only source of supply for such products. No aviation gasoline is included in the
program.

Fertilizer.—A considerably larger program for fertilizer was originally requested
by Italy, but the reduction in available funds made it necessary to confine the
request to a quantity of phosphate rocks to be shipped from the United States not
to exceed $1,000,000 cost-and-freight cost.

Medical supplies.—The recommended program of $1,800,000 is primarily for
the procurement of streptomyein, penieillin, DDT, and certain miscellaneous
products such as insulin, liver extract, and dried plasma.

Reserve.—The reserve includes the $12,000,000 being held pending final decision
as to distribution of these funds among several eritically needed items, including
additional coal, fertilizers, sugar and dairy products, and for blister copper used
in making pesticides. The balance of the reserve is held for possible use in an
incentive-goods program or for other contingencies.

Some measure of the contribution of the food portion of the recommended
program is indicated by the fact that after eliminating the April allocation of
cereals the program provides approximately 600 to 650 calories per day for a
3-month period to each of the estimated 35,000,000 nonproducers. It is estimated
that indigenous production will provide approximately 1,300 to 1,400 calories per
day including wine for nonproducers.

The statement on incentive-goods programs is as follows:

The State Department is now considering incentive goods programs of a very
limited nature to be carried out in Austria. France, and Italy as authorized under
the interim-aid legislation. Because of the reduction of $75,000,000 made by
Congress in the administration’s request for $597,000,000 for interim aid, most
of the $522,000,000 finally appropriated must be used for essential fuel and food
items to these three countries, and only a small amount can be made available to
carry out incentive-goods programs. Plans for small incentive-goods programs in
these three countries under the interim-aid legislation should be completed within
the next 2 weeks.

Acting Chairman BorroN. There being nothing further to come
before the committee at this time, the committee will reconvene again
tomorrow morning at 10 a. m.

(Thereupon, at 3:30 p. m., the committee adjourned to reconvene at
10 a. m., Wednesday, February 11, 1948.)
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