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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 

~1r. 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; W enatcbee Valley Traffic Association; Yakima Valley 
Traffic Association; Hood River Traffic Association; Rogue River 
Valley Traffic Association. 

The member assoeiations are composed of growers, individual hip
pers, and shipping firms, sales organizations (including grower sales 
agents), growers cooperative organizations, fruit distributors and 
exporters of deciduous fruits produced in and shipped from the Stat s 
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 d ciduous fruits in the 
States of Washington and Oregon approximates 1,380,925 tons grown 
on approximately 147,625 acres of orchard, which production has an 
aggregate farm value averaging in r~cent years approximat ly $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, Inc., 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 an1 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; (c) 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. I~ or 
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 d flat d 
branch of the agriculture family. 

The industry's problem is in the existing and increasing ov rsupply 
of horticultural products available for United States markets, r suit
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 (c) im-



George C. Marshall Foundation, Lexington, Virginia

• 

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 87 5 

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 
industrv. 

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 .1nd 
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 p1,oducts compete for consumer 
preference in the ·united States domeqtic n1arkrts . 

.. \.dding to the burdenson1e supply probhn1 in "Cnitrd Stat s 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 recently published information that 
domestic production of fresh fruit is 51 percent-greater than prewar 
our industry n1ust not only immediately reestablish the volum 
exported prewar but must increase that volume in direct proportion to 
expanded United States supply. 

Since the Pacific Northwest fruit industry first came into con1mcrcial 
production early in the present century, foreign marketing ha be n a 
deliberate dev lopment. Market abroad have be 'n crcat d by 
private enterprise with the use of privat capital. 11any of us have 
spent considerable time and money abroad. World markrt having 
been established by that n1eans, and having provided an outlet f r an 
important portion of our crops, the industry has con1e to depend upon 
these outlets for its econon1ic survival. Such marJ~ets hav . never 
been used as surplus dun1ping grounds but have been an inte~rul 
part of tho industry's world-wide distribution. Wheth r we nrc s lling 
to Chicago, Dalla , Paris, or Stockholm, our ba i price. are the 
same, f. o. b. car shipping point. 

Our orchards have b en set out, packing plant.s n.nd cold , torug;e 
warehouses built, and all of th equipment incidrnt to hortieultur 
and pr paration for market have been attuned to the ac on1plislnnc nt 
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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 is 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 theN orthwest 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 service 
and for lend-lease quantities of fresh fruit which largely offset the lo 
of prewar exports. Such purchases have now, of course, b en almo t 
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 meantim conomic 
maladjustments, arising from loss of export markets, result in disinte
gration of the industry. 

It appears to be universally recognized that reciprocal trade agrc -
ments now in effect, and those being negotiat d, cannot b imple
mented until the world's economic atmosphere has improv d con
siderably. The type of free, private trade envisaged in su h ao-ree
ments cannot be achieved until or unless dollar exchange difficulti 
are overcome. Thus it appears that a long period will pa s b for~ 
such circumstances prevail, unless something is done to overcom~ 
the foreign-exchange difficulty. 

Our industry cannot await the gradual working out of thc foreign
exchange situation. Export markets ar n eded immediately. F r 
instance, notwithstanding the prevailing r cord high l Tnitcd Statt• 
national income, our products- as a result of the dang rou ly in ·rca
ing supply position and loss of xport markets- ar und .r even 
price pressure. Already growers' productions arc b ing for cd int 
liquidation at seriously discounted prices- in fact b low the actual 
curr nt cost of production. Already the industry has b en for cd to 
ask for, and has been fortunate in receiving r ccntly, piccc1neal 
support and diversion assistance under existing price- upport 1 cri , la
tion. For example, apples and pears hav been purcha ed under thr 
school-lunch program. A diversion program ha bccn UIHlertakPn 
for pears. Dried fruits hav be n pur ha 'Cd directly by ommodity 
Credit Corporation for price-support purpos . And tlw c arc n L 
the only examples. 

In addition, fresh fruit produced in oft-currency countri' i find
ing its way into European markets under priv~"tt trade ondition ... 
Supplies of fresh fruit availabl in uch countric ar by n menn 
adequate to meet the nc d for fresh fruit a in li ated in th' tcchni-
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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
ticularly when the two goals can be concurrently attained with mutual 
benefit. 

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 commoditi s could be 
reduced, lower grain costs resulting from the substitution of other 
foods doubtless will result in a net saving to the United tates Gov
ernment and to the United States population in reduced costs of 
living. 

Again, I feel that I should emphasize to the committe that the 
failure to use fresh fruit in our foreign-r lief programs will m r ly 
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 Unit d tat s 
fresh apples and pears are a necessity to a well-balan d Europ an 
diet is substantiated by large purchases mad by Europ an nations 
prewar--nations whose productions of fruit are d monstrnbly jnade
quate for their local needs. This positjon is further ub tnntiat d by 
the fact that in the season 1946- 47 the British Government pur ·ha ed 
a large volum of fresh apples in this ountry for gov )rnrnental di -
tribution (in the Gov rnm nt's basic food progrnrn) in th nitPd 
Kingdom and released further large amounts of dollar for the pur ·hn 
of United Stat s fr sh pear . 
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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 fruit to the exclusion of fresh fruit have 
never solved, and will not now sol \~e, 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. 11any 
refrigerated lines which particjpated 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 deni d by the 
fact that substantial quantities of fresh fruits in1ported fron1 oft
currency countries are being handled and dispatched through privat 
trade channels in the European countries today. 

MECHANICS 

As I have mentioned previously, in currently effective legislation, 
the Congress has made provision for substantial administrative and 
financial assi tance to domestic agricultural inclu tries suffering fr m 
marketing difficulties. Furthermore, the Congress has provided and 
unquestionably ·will continue to provide aid in the forn1 of com
modities, services, and credit to assist foreign countrie in th rl'
habilitation of their war-devastated economies. Th8so are t\vo 
distinct governmental progran1s, but the desirability of coorclinat.incr 
them is too clear to require elaboration. If, in connection with th , 
programs, our Government will make available to foreign countri 
dollar exchange to be used in the purchase of surplus dome tic agri
cultural commodities by private traders abroad from private traders 
in the United State , the purposes of each program will h ndvanc d. 

To the extent that private trade with European countries is not 
possible or to the extent that such private trade does not r li ve the 
domestic surplus situation created by conditions I hav d cribed to 
th~ committee, price support purchases under support progran1 n1u t 
necessarily be invoked. However, even in these circum tance , sur
plus agricultural commodities which are appropriate for use in for ign
aid programs and which are purchased by Gov rnment a()'encies should 
be used in our relief programs. 

Allocation to participating nations can be arranged by the utilizn
tion of existing trade-agreement machin ry by continu d o p rati n 
between the Office of Foreign Agricultural H. lation of th Depnrt
ment of Agriculture and the tate Departn1 nt in negotiating agr -
ments with foreign countries. There is a good ba i for working ut 
agreements with foreign countri a to th kind and quantiti of 
agricultural commodities to . be made availabie to them, and the n
sonal shipping schedules for such commoditie . By th se mean , we 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 879 

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 position, therefore, is that fresh fruit has a rightful place, as 
demonstrated by the record, in European diet and that the request 
of our industry for inclusion in food-relief programs is appropriate, 
for by such inclusion two major goals will simultaneously be accom
plished: 

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

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

Acting Chairman JON KMAN. Thank you very much. 
Judge l(ee, have you any questions? 
1Ir. KEE. I have no questions, 11r. Chairman. 
Acting Chairman JON KMAN. 1Ir. Vorys? 
:Mr. VoRYS. Are you familiar with the so-called Anderson amend

ment which was put in the interim-aid bill? 
~Ir. J. A. SMI'l'H. Yes. 
:\Ir. VoRYS. Is that amendment one that would take care of the 

situation mentioned if it was put in this law? 
:Nir. J. A. SMITH. We do not feel that the caloric measuren1ent 

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. 

1Ir. VoRYS. I do not get what your specific suggestion is, ~Ir. 
Smith. 

~Ir. J. A. SMITH. Do you mean inc nnection with the mechanics'? 
11r. VoRYS. Yes. I do not understand exactly what you \Va.nt 

us to do. 
11r. J. A. SMITH. We feel, as indicated in the delivery of this position, 

that fresh fruit can appropriately be included. It can be appropriatrly 
included because it has advantages in connection with diet and the 
machinery is available for the arrangement of agreements b tw en 
countries which can be closed with considerable facility. 

Insofar as the inclusion of fresh fruit and the detail d me hanics 
arc concerned, part of that will depend upon the po ition of the 
Commodity Credit Corporation bill, S nate 1322, with regard to rr•
vision of the charter. Apparently, the Commodity r dit orpora
tion is in a position to do some of this, just as tlu'y did under he 
Anderson amendment. The chief difficulty of the Ander n urncnd
ment is that it make no provision for private trade in conrw ion with 
fresh fruits or any other commodities, which is tlw nly rntuul 'r in 
which our commodi tics can be handled with any rfii ·icncy. 

Mr. VoRYS. What is in the way of your prograrn to nwJ arrange
ments by way of private trade tJ finance the snlr of fruit? 

Mr. J. A. SMITH. Th lack of curr ney or d llar c~· hang abroad. 
We are sure that the ma.rket exists. 

69082-48-56 
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Mr. VoRYS. Why can you not finance it and carry the deal until 
they get the dollars? 

Mr. J. A. SMITH. Do you mean as individual shippers and Droj 
ducers? 

Mr. VoRYS. As an organization? 
Mr. J. A. SMITH. 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 exchang~ 
on a private basis. Their costs are high, their income is low. 

A 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 J ONKMAN. Mrs. Bolton. 
Mrs. BoLTON. You have mentioned the dollars as being th prob

lem. You say there are plenty of refrigerator cars in thi country. 
What happens when you reach the sea? Are th re refrig rator ships? 

11r. J. A. SMITH. With regard to ocean transportation from United 
States ports to Europe? 

Mrs. BoLTON. How is it done on the ships? 
Mr. J. A. SMITH. In refrigeration, and normally from the Pacific 

coast via the Panama Canal. 
Mrs. BoLTON. It go s all the way by ships? 
Mr. J. A. SMITH. Yes. 
Mrs. BoLTON. You have no lack of ships? 
Mr. J. A. MITH. The alternate route is across th 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 de tination. 

There is no lack of shipping. That was our probl m a year or 
ago. 

Mrs. BoLTON. What ships came back? 
Mr. J. A. MITH. A good many ships which had established their 

lines before the war, on both coasts, have returned to s rvi , both 
United tates and foreign lines. 

Mrs. BoLTON. What is it that keeps fruit out of the caloric diet 
of which we all speak, 1,800 and 3,200 and so on? Why is fruit n t 
included and what is its caloric value? 

Mr. J. A. MITH. I am sorry, I cannot answ r that t chnical qu s-
tion. 

Mr. V ORYS. Would the lady yield? 
Mrs. BoLTON. Y s. 
Mr. VoRYS. I think the proposition that has b n put to u is, 

when you are facing starvation, you have to us your availabl In nry 
to get calories, and the principle of th Ander on am ndm nt wa to 
use fruit as a caloric fulfillment in ofar a it wa availabl£\, b ·au 
when p ople ar starving, n ith r they nor w an aff rd to giv th m 
the nic , well-rounded eli t that would b desirabl . 

Mrs. BoLTON. Thank you, Mr. Chairman. 
11r. J. A. MITH. I think I b t rxprc d ur pr bl m wh n I 

mention d adaptability of fruit to th ERP. 
Mr. VoRYS. You ar speakinO' of th maint nan f a pr p( rly 

balanced United tat s economy, that it i de rving f · n idcrati n. 
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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. BoLTON (interposing). Would the gentleman yield at that 
point? 

l\1r. VoRYS. Yes. 
~Irs. BoLTON. 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? 
~1r. J. A. SMITH. That is our essential difficulty. 
l\1rs. BoLTON. 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? 

l\1r. J. A. SMITH. Yes, that is so. 
Mrs. BoLTON. Selling it to private firms abroad? 
Mr. J. A. SMITH. Yes. The British Government, when it pur

chased fruit last year through the British Food Mission, in order to 
eli tribut it properly through th British Isles, u eel the facilitie 
available to them in private trade channels. That is the most adapt
able manner in handling fruit. 

Nlrs. BoLTON. When those countries have dollars, this would not 
be something that would automatically r turn? 

1\fr. J. A. SMITH. This is a temporary stopgap measure. I am glad 
you raised that question because it has been previously raised W • 
are assured by our private trade connections abroad that a demand 
exists for our fruit. We are certain we have the fruit of the pecifica
tions which they want. W arc sure of our tran portation po ition. 
We have all of the elements that arc available to both give Europ 
what it wants and assist our industry in this temporary p riod of 
jeopardy, except for the dollar exchange. 

l\1rs. BoLTON. I think it is a most inter sting question and one I 
am sure the committ e will want to consider from very angle po sibl . 

1\lr. HoLMES. Without violation of protocol, could I n1ak' a statc
m nt? 

Acting Chairman J ONKMAN. W c will be very glad to hear fron1 y u. 
1\lr. IIoLMES. To sum this up a littl , w hav bern up again t rn 

very difficult onditions in th Pacific Northwc t with fruit, and to 
show you how important the export markets arr to the fn' h fruit 
inclu try of tlw Pacific Northwest, we have today, in the <'.·port 
grade of apples al nr, a backlog of 4,000 or 5,000 rarl n,dR. 

It ~as so severe, until we got some as istancc fr In tlw onunodity 
Cr <ht orporation, on th) school-lunch program, tlutt wa. put out 
la t week an exp nditurc not in ex ess f $2 ,400,000 for '. p rt-grad 
apples, that we were practically fac d with tho <·ondition of dutnping 
thi fine fruit. ' 

Twenty-eight p rcent of our appl s- aroun<l 44 to 4.) p )r ·ent f our 
pears- find th ir normal chann 'l in c. port 1tlon '· 

Mr. VoRYS. Wh rc 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? 

N1r. HoLMES. Those were the prewar percentage. 
The devastated conditions in Europe have just obliterated our 

export markets. Even 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 nece -
sary for their diet. 

The loss o£ these export markets is the thing that is causing this 
devastating condition in the fresh-fruit areas of the Pacific N rothwest. 
It is the over-all problem that they are trying to put before your com
mittee, that in order to sustain themselves, Congressman Vorys, which 
they have been able to do in very good shape with 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 r.nurl~ets, they 
are in turn perfectly capable 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 trying to put across to the committee; 
the reestablishment of these channels of trade which are, normally, 
into France, the N r therl~ncls, Denn1ark, England, S\vec1cn, Nor-Nay, 
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 European relief progran1s 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 los of the e export 
markets during the war. 

:Nlrs. BoLTON. 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 thing . 
This is a very vivid mon1ent of clarification, to perhap some of tho c 
who feel we could be self-sustaining with such ease. I just throw that 
into the discussion, 1r. Chairman. 

Acting Chairman JoNKMAN. Mr. Smith said that after the b gin
ning of the war, you lost your foreign export market, and that it wa 
supported to a great extent by sales to the armed forces. 

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

Mr. J. A. SMITH. That impact has reached its peak within th pa t 
2 months. 

To answer your question specifically, the buying for th military 
ceased when we reached the full period of d mobilization, that is it ha 
almost ceased. Some fruit in very small quantiti is still being 
bought by the Quartermaster Marketing Centers, but th amount i 
insignificant. 

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 xport po ition 
by reason of the fact that Great Britain purchased some of our fruit 
in rather substantial quantities. 
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Certain n1arkets, such as weden and Belgium~ \Yere able to buy 
our fruit because they had dollars available. The dollar exchange 
position has deteriorated in all of those countries which are our 
principal markets, \Vith the result that \Ve find ourselves in exactly 
the position I have stated. 

'1r.· KEE. I think \Ve can all appreciate the situation your people, 
the fruit growers in your State, are facing, and that it needs remedy
ing. Ho,vever, 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 European partici
pating countries; is that correct? 

1:Ir. J. A. SMITH. That is correct. 
~1r. KEE. Now, the bill as presently wTitten 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 
fre"'h fruit; is that correct? 

1fr. J. A. SMITH. 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 
\Vill be reestablished as quickly as the European recovery plan m ets 
its goal. 

11r. KEE. Please explain what you mean by "Private trade." I 
take it the Administrator would purchase this fruit through the ordi
nary channels. 

n'Ir. J. A. SMITH. I think I understand your que~tion clearly. 
By "private trade," we mean trade between individual producer r 
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 individual . A 
I have stated, to the extent that reestablishment of private trade 
between individuals in this country and individuals abroad doe not 
meet the requirements of the industry in replacing its 1 st xport 
markets, then purchases by our Government should and will doubtlc s 
help fill the gap. 

It will do the industry little good in one re pect-that re p t 
b ing the return of our traditional trade with our tablished buyers 
abroad who best know us, and are the ones who will upport u mo t 
consi t ntly, if, for xample, our Government should buy fron1 u in 
bulk, or in large quantiti s, and then re-sell or give away or th rwi e 
dispo e of such fruit to for ign governm nts a uch- pur hu ing 
mis ions or any of the other means which ar not the privat p rati n. 

either this Governm nt, I am sure, nor the gov rnm nt abr nd, 
are capable of handling fr sh fruits with the facility of th private 
trad channels. 

Mr. KEE. Do I understand you to mean that our gov •nun nt hould 
purcha through your ag nci s abroad? 

Mr. J. A. MITH. There is a provision in th Admini tru,ti n' bill, 
and I think Mr. Herter's bill, for the establishm nt of cr dit 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 the e credits be 
established in dollars abroad, with various countries which enter into 
agreements with the United States, which agreements will ~ave been 
concluded with the use of existing trade agreement mach1nery, the 
Office of Foreign Agricultural Relations, the tate Department, and 
so on, just as the Swedish agreement was made la t 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 countri s which ar involved. 

Let us say the Government of weden enters into an arrangem nt 
with the Government of the United States, by which weden 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 Unit d tates, who would be 
able to quote them prices on our fruit. 

There is one missing link. The Sw dish 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. 

11r. KEE. Thank you. 
Mr. VoRYS. I wonder if you studied the guaranty provision of ih 

Administration bill which would guarantee the ultimate r payment of 
your dollar advances in dollars, or wheth r that would complet ly 
cover your problem? 
. If you have not studied it, I do not want you to take tim to study 
1t now. 

Mr. J. A. SMITH We have not studied that. 
Mr. SMITH. The question I had in mind was very ably pr nt d by 

Judge Kee. I have but one qu stion: 
What percentage of your crop, Mr. Smith, would b abs rb d in 

this kind of a program, do you think? 
Mr. J. A. SMITH. Of our crop in th Pacifi · orthw \st? 
Mr. SMITH. Yes. 
Mr. J. A. SMITH. In order to avoid asking for pri upp rt, w 

require the return of our pr war xport a compli hm nt , th 
combination of price support and th' inclu ion in ERP i ugge t d. 
The combination of pri e upport and inclu i n in ERP, or cr1tir' 
inclusion in ERP, or an ntire price upp rt, would cost th v ~·n
ment no more money either way. But t answer your qu st1 n 
specifically-2 p rcent of our appl s and 44 p rc nt of our p ar . 

Mr. MITH. I am sur the committ e would likP- to hav any r c m
mendations you might have with r lation to the sp cific provisi n to 
be placed in the bill to meet your prob]Pm. 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 885 

Mr. J. A. SMITH. Thank you kindly. I would appreciate the oppor-
tunity of doing that. 

Mr. SMITH. That is all I have, Mr. Chairman. 
Acting Chairman JoNKMAN. Mrs. Douglas? 
Mrs. DouGLAS. What percentage of your crop is consumed by the 

domestic market? 
l\1r. J. A. SMITH. The balance, Mrs. Douglas. We export 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. 

1\Irs. DouGLAS. During the war, part of the domestic supply was 
bought by the Army? 

Mr. J. A. SMITH. Yes; and lend-lease. 
l\1rs. DouGLAS. Has there been any fluctuation in the domestic 

market? 
l\1r. 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. DouGLAS. I do not refer to your export markets, but to 
your domestic market. 

1\Ir. J. A. SMITH. 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. DouGLAS. Since when has this curve started downward? 
Mr. J. A. SMITH. The curve started downward in October of last 

year. 
Mrs. DouGLAS. That is October of 194 7? 
Mr. J. A. SMITH. Yes. 
Mrs. DouGLAS. Can you account for that downward curve in 

any way? 
Mr. J. A. SMITH. 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. 

1\Irs. DouGLAS. 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 Unit d States? 

Mr. J. A. SMITH. Yes. 
l\1rs. DouGLAS. Now, the figure in 194 7 was the beginning of the 

falling off of the domestic market. In other words, th p ople of the 
Unit d tates are not buying as much fruit as they did la t y ar in 
October 1947. 

Acting Chairman JoNKMAN. Do the imports from Canada and 
Arg ntina emphasize that situation? 

~Ir. J. A. SMITH. That is true, they do ~mpha izc it. 
There had b en a falling off in the dom stic pric of fruit. It is 

difficult to say that there has been a l ss r consumption of fruit in 
the United tates, but as I mentioned in my r port, th uppli of 
fruit in this country arc increasing. 

~Irs. DouGLt\S. That is be ause your rxport arc falling IT, o 
you do not know ·whether the actual consumption of p \ars and pplr 
is less at the mom nt? 
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~Ir. J. A. SMITH. \Ve have both an increu ing production of fre h 
fruit in this country, including citrus, and the lack of exports, an.d 
imports that I have been discus ing, which .add to our problem. I~ IS 
not a quantitative matter, in any specific commodity 'Ye are tall~Ing 
about. It is a matter of the total supply of fresh fruits. They all 
compete for the same market. 

1\tirs. DouGLAS. It seems to me tha rising prices may verv 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 \Vhere we 
raise so much citrus fruit. 

I wonder if you have anything to say on that? 
Mr. J. A. SMITH. We call ourselves the deflated branch of the 

agricultural economy. 
Mr. JAVITS. 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. 

~Ir. J. A. SMITH. I would like the opportunity to do that. 
Mr. JA VITS. Would you tell us also whether it \vould be eco

nomically feasible for these European countries who are now g tting 
soft currency apples and pears, to get yours? 

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

:.\1r. J. A. SMITH. 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 i n co sary, almo t, 
to protect its own agriculture in countries abroad. 

Mr. JA VITS. 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 term of 
francs, \Ve are told there are astoundingly high pric s b 'ing paid f r 
local-grown French fruit. 

Using the example of Franc , our proposal h rc would be con
sistent with the policy of deflation in France, bccaus it would be 
supplying more goods into that market. 

Mr. JAVITS. Would you be abl in your com1nunity tog 't t g ·th 'l' 
sufficient capital that you could give long-range cr dits to th Europ 'an 
countries whom you d sire to have buy your products, if th o l JlO'

range credits were guaranteed, so the people \vho put up that m lll'Y 

would still get their money back but it would b on a long-term b~l ~i 
of say 5 or 10 years? Could you get that kind of capital in your 
State or on the Pacific coast? 

1\tir. J. A. SMITH. 1\o; we could not. Th 'haract('r of the.fruit 
business, particularly in the ar a I an1 de cribing, i on' f gr up of 
small growers. Th av rage acr age is around 10 acres. Th grower 
has no capital. 

Mr. JAVITS. Could these coop rativcs rai enough m ney col-
lectively to finance long-term credits if th r wcr a guaranty so 
there would be no question about th m n y b ing g od? 
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Mr. J. A. SMITH. 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. JAVITS. They could not raise it from banking sources? 
1fr. J. A. SMITH. No. _ 
Mr. JAVITS. I notice you placed emphasis on what you call private 

channels or private trade. 
Mr. J. A. SMITH. Yes. 
11r. JAVITS. Is there some alternative? 
11r. J. A. SMITH. Yes; Government trading or State trading. 
1fr. JAVITS. That is State trading in these recipient countries? 
11r. J. A. SMITH. The alternative is State trading. 
11r. JAVITS. Is it true that these apples and other items would be 

bought from you by foreign governments? 
11r. J. A. SMITH. That is not our suggestion of the w y to solve 

the problem. We suggest that the foreign governments, after making 
agreements with the United States Government through the estab
li hed trade-agreement machinery, be given cr dits for these com
modities that we are discussing, which credits could ba expended only 
under the terms of the trade agreements between the United tates 
and the foreign nation. Thereupon the foreign country would issue 
import licenses to its individual in1porters. They have r cords of 
established trade going over many years and as a matter of fact right 
today the Swedish Government, in implem.enting its most recent fruit 
agreement with us, is issuing import licenses to the establi heel trade. 

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

Mr. JAVITS. 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. SMITH. Yes; that is right. 
Mr. JAVITS. Thank you. 
Acting Chairman JoNKMAN. Mr. Jackson. 
Mr. JACKSON. 11r. Smith, being a representative of a great fruit

producing 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 mark t that had been built 
up ov r a great number of years by American finns in the ('xport field. 

Could you give me the feeling of the Maritime Commission r lative 
to in lusion of fresh fruits in shipments overseas? 

11r. J. A. SMITH. Answering your last question, I cannot. 
11r. JACKSON. Can you with reference to the Agricultural D part

mont? 
Mr. J. A. SMITH. No; but I can say this: In the commodity reports, 

in the break-down of the technical report, S cretary Ander on has 
indicated the inclusion of a very substantial quantity of fr h fruit 
to go abroad. · 

Mr. JACKSON. I think one of the practical consid ration i that of 
shipping space. Is it not true that from th standp int f shipping 
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space the inclusion of bulk products as repr ented 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. SMITH. 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 special 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. SMITH. 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 procedure. This, quite frankly, of 
course, is a combination of support and of inclusion of an appropriate 
commodity 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 produce, as you know from your own con tit
uents. We must n1aintain our production on an ven basis because 
we have no alternative. 

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

Mr. JACKSON. Thank you very much. 
Acting Chairman JoNKMAN. Are there any other questions? 
Mrs. DouGLAS. I would like to ask one. 
Are you getting less for your apples and pears now than you got 

in February 1946? 
Mr. J. A. SMITH. Yes. 
Mrs. DouGLAS. Who is getting the money for the apples and pears? 

When w·e go to the market and pay high r and higher pri es, who is 
getting the money? 

Mr. J. A. SMITH. The grower is not getting it. I cannot answer 
that questjon directly. I have heard it raised b fore but I do not 
knovv the answer. There seems to have grown up, unfortunat<\ly, 
a mark-up system by the domestic fruit handl r aft r it is out of the 
hands of the producer. The produc r is g tting less than th cost 
of production. 

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

Mr. J. A. SMITH. Yes. 
Mr. SMITH. Perhaps Mr. Holn1es can help us. 
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l\1r. 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. 

~lr. HoLMES. I believe the witness can furnish the information you 
desire. 

~1r. J. A. SMITH. We would be glad to furnish that. . 
~lr. JACKSON. Could we also have, along that line, if it is possible, 

some break-down on costs, including labor and including everything 
that goes in? Let us take that tonnage of apples. It might be re
flected in that, in some respect. 

Mr. I{EE. Would it not be a good idea if you could persuade 
these distillers who want to use \vheat to manufacture intoxicating 
beverages, to ship the wheat over and make a little of what we call 
applejack out of your surplus fruit? 

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

l\1r. 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 things: 

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 
put l\1elba-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 fJo TKMAN. Mr. Barrett ha ub1nitted a mo t 
inter ting paper to the committee which, without objection, will be 
included in the record at this point. 

(The paper referred to is a follows:) 
TATE-JONES & Co., INc. 

PITTSBURGH 19, PA. 

Mr. hairman and members of thi distinguished committe , I appr ciate 
very much the opportunity given me to te ·tify b fore this committe . My 
name is arlton A. Barrett, presid nt of Tate-Jon s & o., In ., induHtrial 
ngifleers and contractors, of Pittsburgh, Pa. I am also the command r of the 

largest American Legion Post in Pitt. burgh, Pa. 
I am v ry int r sted in the w lfare of the peopl of th nit d 'tat s and 

particularly in the welfare of the young veteran of the past war and hi ' ppor
tunity to earn a decent living. 

• 
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The reason that I am here today is becau e, 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, can secure the thing 
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 ell 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 alon 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 ton . 
The Argentine can also supply us with large quantities of beef,' edible fats, i 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 products. 
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 products. 

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, zinc, 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 ha lead, 
aluminum, manganese, bismuth, cobalt, potassic salts, mercury, mica, zinc, and 
many other minerals of which we depleted the United States during the war. 

Colombia 
Coffee, bananas, rubber, cacao, drugs, fiber , and petroleum. 

Costa Rica 
Has coffee, bananas, cacao, and possibilities for the dev lopmcnt in a large 

scale of other resources. The country has not been touched indu trially. 

Cuba 
Tobacco, that England needs so badly, fruits and vegetable. , hon y, timber, 

copper, manganese, iron. 

Dutch Guiana 
Timber is abundant, including mora wood, po sum, cedar, grcenh art and hard

heart (which are cabinet woods). It al o ha bauxite or aluminum or s. 
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Ecuador 
While haYing great possibilities of producing large quantitie of food tuff , it 

will take time. However, she can contribute minerals, including crude oil , silver, 
copper, lead, and zinc. 

Guatemala 
Has coffee and bananas in large quantities. Can al o upply coconuts and 

rubber. 

Honduras 
Has banana , coconuts, coffee, hardwoods, silver, and export some copra . 

.J.\Iexico 
Rich in re ources that have not been tapped and only await industrialization. 

Produces a lot of livestock, million of sheep, millions of goat , million of poultry, 
million of cattle and hogs. Ha tremendous area of timber. It ha._ fiber , '"' uch 
a henequen; it al o 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, hardwood 

Paraguay 
Has vegetable oils; essential oil , uch as the petit grain, di tilled from the 

leaves of bitter orange, used as a basi for perfumes and flavor . That hould 
go good with the French. Cit ru fruit , timber-unlimited quant ities, thou and 
of mile of forest remain untouched. 1\iany rare and valuable wood 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 increa e, fruits, cocoa, coff e, olive , quuune bark, 

ca ter oil, flax, fore t product , pe troleum, copper, silver, lead, zinc, vanadium, 
bismuth, coal. 

El Salvador 
Coffee-at low-co t production. It ha 140,000,000 coffee trees. H enequen, 

balsam. According to late estimate , there are ?me 646,000 head of cattle- only 
75,000 consumed annually. 

Uruguay 
The la t agricultural cen us ... hows the following figures: 

attle ____ ___ ________________ __ _______________ -------- --
Sheep _____ _____________________________________________ _ 
Hogs _____________ ____________________ ________ -- - -------

' 226, 90 
17, 0:31' 327 

3<1f), 329 

In 1945 alo •1e, Uruguay's exports of meats, mainly to ;reat Britain, were as 
follows (in kilograms) : 

Fror.en beef_ __ __________________ ___ __ _____________ :. ______ 29, 9 17, !)99 
Frozen lambs and weathers __ ______________________________ 7, 240, 359 
Froz n pork ___ __ _____ __ _____ ____________________________ 7·14, 1:30 
Frozen turkeys _____ ______________________________________ :3f) f), 7. 9 
~.C. beL_ -- ___ ------------- -- ---------- _ 50, 7.'J B, 437 

Be ides xtracts of mPats, ox tongue, salted beef, jerk<'d beef, tallow, and 
grease. Also produces skins and hides ; wheat, com, baric} , oa.tH . 

1 enezuela 
'offee, cacao, sugar, oil, a. phalt, coal, and man.\ oth er it •ms. 

In all, ''e cstimat t.hat Latin America can Huppl v comll todit.i e:;; and s trat egic 
mat •rials to the xtent of 1 to 1Yz billion dollars worth p •r ,Yl'Hr on a c:o n:-; ·n·ntive 
b i~, and all of th' abov countries are read y and willing to c•x • h :w~ t ! :::HII'plus · 
of their natural n ~ourc<'~ and com modi Lies for much tH•t>d Pd indu ·i r i:tl, a ' I i ·ul
tural, and transportation equipnH'nt if w' will giv<' th em this <'<plipm ·nL at the 
same price we pay for it in this country, plus tram·q)()rtn t ion chn.rgP . . 

It is our suggestion that the agency set up to administ •r the . larshall plan h 
given th authority to contract for food Htuffs and strategic rn. \' IIHtt eria.ls , wlu:rP\' r 
po sible, in Latin Anwrica, Canada, Europe, or Asia ns long aH t h • eountry con
tracting is a friendly member of the U uit<·d Nations, and be allowed to pay for 
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these items with credits to the contracting country for purcha e of machinery and 
equipment in thi country, over the next 4 years. The Tnited 'tate Government 
agency administering the :\Jar hall plan to . upervi e the purcha e of this machin
erv and equipment by securing their requirement from each countrv contributing 
and purchasing for each countrv b.v ecurin~ competitive bid from United 
States engineering and manufacturing companies. 

This would enable Latin-American countrie , through expan ion in indu try, to 
absorb most of the di placed per on of Europe a worker and olve one of the 
hardest problem the world ha on it ~ hand at this time. 

We would enable Latin-American countries to develop va t mineral re ource. 
which, a yet, have hardly been touched and put them in a po ition to truly take 
their place in the plan for hemi pher olidarity and defen ·e. 

The work that would be given to thi country would materially help to increa e 
the take-home pay of the workingman, create job and increa. e production g~n
erally so that we need have no fear of unemployment. At the arne time, we 
would be able to keep these dollars in the United tate and through increasPd 
production and profits, the United State' Government would be able to recover 
approximately 25 percent of the amount pent through taxe without in any way 
increasing the tax rate. 

La t but not least, we would immediately relieve the strain on our own com
modities and inflationary prices on foodstuff would tend to become normal. 

Mr. BARRETT. Mr. Chairman and members of the committee, my 
name is Carlton A. Barr tt, member of Tate-Jon s & Co., Inc., indus
trial engineers and builders, of Pittsburgh, Pa. 

We build industrial plants all over the world and in almost ev ry 
country in the world. At the present time we are n gotiating 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 inter sted in world 
conditions today as affecting the lives of our own people in thi 
country. 

I have too many veterans of the last war coming to to ee m looking 
for jobs. We began to wonder about the effect of the European r li f 
plan on our own national economy. We proceed ~cl a nurnb<•r of 
months ago to contact our engineers in variou oth r countrie t re 
if there was not a way that lthe so-call d Mar hall plan ould be 
turned to advantage for the United States of America and at th am 
tjme accomplish what we wish to accomplish in we t rn Europe. 

I personally spent several months in the Arg ntine, Brazil, hilc, 
Peru, and Mexico. Last week I had a meeting in Florida at Boca 
Raton, with unofficial representatives of several Latin-An1 'ri ·nn 
countries. 

Our engineers arc in Scan dina via, Franc , England; and W<.' ha l' 

representativ<'s in India and China. 
~vVe find this condition to exist, a is W<'ll known, that practically 

all the countries in the United Nation are very rnueh inn ed f nutny 
commodities and industrial equipment, but th<'y do not ha <-' d llnrs 
to buy them. Therefore, immediat<'ly our probl<'nl 'va to dctermin' 
the quickest, easiest, and most advantage u m<'thod t create pur
chasing power in thos countries. 

\Ve found in our survey of Latin Arnerica that tlwy n'quin', IH'<'d, 
and wi h quitr· a large amount of indu trial, agricultural, and t.rans
portation equipment. They have, in Latin AnH'ri<'n., <'nonnous sur
pin cs of food tuff that we anticipate u ing in ur reli<'f to Europ but 
which < r<' short in this c untry. 

I w·ant you to unclrrstand one t.hing right at th<' lH'ginnin~: In this 
plan of our we havl' no intention of using<' rnnJ ditie frmn <·ounLri<'R 
outside of the United tates to the <'. ·tent that Wl' "" uld hurt our 
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own domestic commodities. I-Iowever, "'.,.e do plan to u e commodi
ties where available outside of the United tates, 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 a our O\vn com
modities arc bringing in this country. 

I have a definite commitment from the Argentine Government that 
they will supply us with all of their surplus \vheat, 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 telegram 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 averao-e 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 quip
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 oth r 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 arc willing to take 
the chance. 

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

In addition to commodities, Latin America and Europe have val
uable surpluses of strat gic raw materials that w n ed badly, and 
which we can secure on a barter system in return for our rcli f nnd for 
our credits, at normal pric s, which we could not receive in any oth r 
way. 

'\V c find that if this plan were set up we could get many of the coin
modities necessary for the administration of the relief plan irnrn '
diately, without in any way creating additional shortag in thi coun
try, but on the contrary r lieving the pr s ure on tlw market in this 
country for those commodities, th reby tending to bring price d wn 
on ba ic foodstu:ITs. 

\Ve would throw clo e to $1,000,000,000 a Y<'ar, up to $1,500,000,000, 
into this country for the next 4 years, tlwr('by irwn'asing tlH' tal·e
home pay of the average worker and thr ugh which th' Unitt-<l Stat ·s 



George C. Marshall Foundation, Lexington, Virginia

894 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

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. 

l 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 Cannda, or frorn Europe itself, would be kPpt in this (!ountry, 
and we ·would control the supplies, and the equipment, that would he 
given to western Europe and to Latin America to use. 

That is all I have to say. 
Acting Chairman JoNKMAN. Judge Kee, have you any questions? 
11r. I{EE. Your statement is indeed an interesting one. It seems 

to n1e it would be very well indeed if your statement was called to 
the attention of the officials of our Governrnent and ref rr d to every 
representative we have in those countries, the official representative , 
for confirmation. If the findings are satisfactory, prop r action 
should be taken. 

1-fr. BARRETT. I appreciate that. 
Acting Chairman JoNKMAN. Mr. Vorys? 
Mr. VoRYS. You have given a very interesting statement, Mr. 

Barrett. 
As I understand, the plan contemplates South Am rira j ining th' 

"Give Away Club" to the extent of several hundred n1illi n. \V 
would like to have them in it, not only being willing to rll stuff for 
us to give away at world prices but it would b very nice if ih<'y would 
join the "Give Away Club." 

"\Vhat are the chances for the Argentine and Brazil hipping sorn 
of these foodstuffs that you mentioned in your xtren1ely inter<.'sting 
outline, to Europe, and carrying it on the uff or giving it awuy and 
not bringing us into it at all? 

l\1r. BARRETT. 1\Ir. Congr ssrnan, thor is a good chmwP if w ', in 
our turn, will do something to bacl~ up our ta.lk of go d-neio·hbor 
policy at 1fexico City, Hn,bana, and Rio do ,Tnrwiro. 

I will give you one hort <' .-p<'ri<.'IH'<' I hnd. 'Vhcn I wrnt down t 
the Argentine in September, I arrived in Btu'n Aires on S( pt rnlwr 20. 

On September 30 I gave a pre s r l<.'as that I was in the Argentino. 
Now, \ve have done this ours lvcs 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 \Yhich we get linseed oil to send to 
Sweden, and they give us high-grade steel, \\-hich we use in our mills 
and get dollars. Therefore ·we create a movement. 

I gave a press release stating I \Vas 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, J\1r. Juan Peron directly, 
and Don ~Iiguel ~1iranda, 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 prin1arily 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. Th yare new installa
tions and they are building up new possibilities of industrial produc
tion in addition to what they already have. 

Western Europe at the present time is terrifically crowded 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 sh is 
producing today. 

Today tho Argentine is buying 25 percent of her con umption f 
petrol urn, 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 whetho:r· you ladies and gentlemen know this or not, 

but in Latin America th re are valuable tin deposits. It is tin of a 
grade equal to anything in the world. The only hold-haci~ i th 
transportation and tho mining facilities to got in and d vclop that tin. 

~Iexico grows three crops of wheat a y ar, a against one and two 
in n1ost countri s. That is due to their climate. 

Your Central American Republics have very valuahl< d<'PO its of 
tungst n, chromo, and nickel, and various otlH'r n1i1wr~tls that w 
need very badly her ; and at the pr 'S<'nt ti1no W<' ar<' dependent. on 
European or Asiatic countries for our supply. 

69082-48-57 
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Contrary to the average opinion in the United Stat s, Latin America 
feels like a stepchild. They have been told, "We want to be g od 
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 availabl , that 
in unpaid-for relief to western Europe, in the last 3 years, the Argen
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 tates. 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 advantacre and get s rue
thing 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 going to supply the necessary machinery and equipment 
over the next 4 or 5 years, to give Latin America this equipment in 
exchange for their foodstuffs that we need?" 

Well, ladies and gentlemen, I will make a stat mont and n t a 
supposition: Th re is no steel shortage in th Unit d tate of 
America. I have on my desk today commitment fr rn br I- •r for 
over a million tons of steel which I can get imm diat ly if I will pny 
the price for it. 

Our business domestically is to build large furnac and quipn1ent 
for ste0l companies. During th \Var wo built 2 war plant for 
everything from armor plate to shells, and part of th atomi -bomb 
program. I know the st el industry. 

The policy of sales in the st el industry and producti n today hn 
chang d. Up to and through th war, t l mill pr due d nnd 
rolled steel and sold it to th nJ u cr , th . fn,bri 'atm·s, and th · 
builders. Today, the compani are clling to wu,r ·h u •rnen UIHl 

brokers. Through th m it g ts to th nd u er and it go s at •.:
tremely high pric s. 

I felt very angry 2 days after oncrrcs had finally stuck its nc ·I· 
out and pa d the Taft-Hartley A 't, whrn Big t cl ign ·d un 
agreement with organized labor·, practically abrogntincr the appli ·ation 
of the Taft-Hartley Act to labor. How 'V r, I b lievc I cans , n w, 

• 
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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 1.-1arshall 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 ure giving them relief, give us in return quite large tonnages of the 
ores that \Ve ne d to make this machinery with. 

Are there any other questions, sir? 
1'ir. 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? 

11r. BARRETT. It is over and above their present domestic needs 
and international con1mitments. Even Don 11irancla does not know 
that this cablegram is the last 'vord. It is right up to date. That 
is b cause the Minister of Agriculture was with me in Florida and he 
got this cable right from his office in the Argentine. 

1Ir. VoRYs. Are you going to file that tel gram? 
~Ir. BARRETT. That is in the record, in my report. 
:\fr. VoRYS. Thank you. 
Acting Chairman JoNKMA~. What is the wish of the comn1itt ? 

o you wish to proceed at this time or shall we adjourn until 2 o'clock. 
vVithout objection, the committee stands adjourned until 2 o'clock. 
Thank you very much. 
(\Vhereupon, at 12:15 p. m., the committee reces ed, to reconvene 

at 2 p. n1., the same day.) 

AFTERNOON SESSION 

(The comn1ittee r convened 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 JAVITS. Dr. Eaton has ask d m to pr side, and 
if it is agre able to the rest of the committee we will go n,head with 
~vir. Barrett. 

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

11rs. Bolton? · 
~1rs. BoLTON. You w re telling us something of the In thod by 

which you found you had b n abl to buy one thing and n,noth r by 
n1 \nn of so1n thing on the order of barter. 

~1r. BARHE'l"l'. That i right . 
.Nlr . BoL'lON. Tul-e Argentina, for instnnce, if WP w re nhl to do 

this, Argentina could stipulate as to what she would g t in r turn. 
\Vhat would she get in return? 

~Ir. BARRET'l'. For xn.n1pl , Mr . Bolton, we wor+Pd in our own 
company a proces wh r by the Arg ntinc GoveriHn )ni would havo 
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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 \vedi h ovPrn
ment to build linoleum plants in Swed n. he ha all the natural 
resources necessary with the xception of lins d oil. Th Arg ntine 
Government has a considerable surplus of lin eed oil. Therefor , we 
make arrangements whereby \Ve sell th tin foundry to the Argrntine 
Government in exchange for linseed oil and a certain percentag of 
their high-grade tin ore they are getting from Bolivia. \Y bring 
that ore back to this country and sell it to the ompanie who u tin. 
We sent the linseed oil to Sweden in return for \Vhich the \V ·dish 
Government is willing to enter into an agreen1ent \vith u to furni h 
us with high-grade iron ore which we bring back to this ount.ry 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, w find 
that, although the majority of the United Nations countries do not 
have purchasing power with dollars, they do hav purchasing power 
with surplus natural resources in some form. Latin Am rica ha 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, hould be 
given the opportunity to supply those commodities in exchang' for 
industrial equipment, agricultural equipmrnt, and transportation 
facilities that we can furnish, rather than dollars. 

Mrs. BoLTON. But, then, would that giv ArO'entina pretty hiO'h 
priorities on our rather scarce transportation faciliti ? 

Mr. BARRETT. No; because Argentina would not .. . JH'<' to g t 
transportation facilities immediately. Arg ntina or any ther Lntin 
American country would not exp ct to be able to pur ·ha e in thi 
country, equipment that is scarce here at present. They would l'X
pect to be allowed to purchase that equipment through their ·redit 
that they would develop, as soon as the opportunity arose t gPt tho 
acil ities from this country. 

What we could supply Latin Am rica, Arg ntina, hilt', I eru, nn<l 
Mexico at the present tim with in lustrial quipment with ut, trnin
ing our own resources to any gr at extent, or, that i , ur cnpn('it. r . 

Very few of your steel foundries, your rna 'hinery manufacturer , 
are operating at full capacity at the pre cnt tim in this c untry. 

11rs. BoLTON. Is that because of luck of or ? 
Mr. BARRETT. They claim it is bccau of lael~ of raw rnah rial. 

When we adjourned at noon, I think """ were in a di u. si n of that 
lack of raw 1naterial. In all probability, SOffi(' llH'n1ht r f thi ,' <'Om
mit tee might doubt my statement when I ay there i n tePl. hortnrn 
in this country. I made the tatemcnt that th' nly t l'l 'hortntT 
we have in this country today i a syntlwti · h rtag<' that i cn'ut< d 
by the m thod of producing and elling . tePl todn,y ns agn,inst th 
proper m thod that was c.~crci Pd h<~fon' Uw' ar nn<l during th<' wnr. 
I stated that, instead of clling steel t <lay directly fl·orn thr mill t 
the end user or the fabricator, the t('el · n1pnnie ... wrr .. rUing through 
warehousen1cn and brokers to th end uspr. 
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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 off red. 

Acting Chairman JAVIT . Tell the committee what it contain . 
).1r. BARRETT. This is from a brokerage company in ... ~·w York: 
DEAR :\IR. BARRETT: A per our conver ation, we offer the following: Ko. 1-

3,000 ton of angle , choice of ize and thickne ~ from 3- by 2-inch to 8- by -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 . 
• To. 3-Cold-rolled reject . The e reject are largely overrun on order and are 
prime material in large part. orne reject for off ize of heet. or off gage by 
%to %per thou andth. Gage 10 through 20 (80 percent or more 16, 18, and 20) 

ize heet 15-by-4 -inch to 30-by-120-inch commercial "oft; 2 car per week 
over period everal months. Price $200 per ton. 

which is approximately 100 percent higher than the mill price. 
N'o. 4-Same a .. 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. 
W'"e have available at least 10,000 ton of K o. 1 heavy melting . crap per month 

but before we can secure this on a firm basi we must propo. e a concrete method 
by which the crap dealers secure greater return than they will from selling dir ct 
at market price plu the u ual 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 J A vrTs. Thank you. 
~fr. BARRETT. Now to illustrate how this secret bonus plus extra 

compensation works, I received an additional letter dat d January 31 
from the same company: 

We have been authorized to proceed with the ditposition of 2,000 to 5,000 
ton.~ per month of No. 1 heavy melting scrap on the following basi. : 

(a) Return in mall ton of sheet at. the ratio of 25 percent of the gross tons of 
crap. 

In other word , for every 10,000 tons p r month thr rap d aler 
deliver , h gets 25 perc nt of that tonnage back in fini hNl h rt at 
mill pri , which shcrt he can ell at th present mark t pri c of 
$200 to $215 a ton. 

(b) Th h t to 1 e order d by th end us r-

a manufacturer having a history of larg usc of h t tcel-
Hanwd by the crap d al r. (Th crapping operati n \\a. nnd('rtak<•n toR cnr 
thi.' :h t. for his factory.) 

And f r your information, thi scrap i L T' that ar< being cut up 
by torch, that were sold to thi crap cl<'aler at 10 cPnts n the dollar 
by the United tatcs 'V'ar urplus or War As et~ A<hnini tration. 
rhi ould be old dir ctly to the mill at th . anH pri '<' and lower 
th c st of production, and the mill would not h< ohligatrd to rrturn 
hcct to the rap deal r but could S<'nd those shrPL din tly to the 
,nd u cr. 
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(c) The scrap price to be market price for unprepared .... To. 1 heavy melting at 
the site of operation. 

(d) Provide a mechani m to insure their end u cr receiving the sheet from the 
mill when they relea. e the scrap to the mill wi th no premium payment. 1 There are several means of securing com pen ·n.tion for u but the most , ati -
factory would be to secure a commitment from t he mill for more than 25 percent, 
return of sheet. (\Ye know 33~ percent return and more. ) The excP. s beyond 
25 percent could be sent to an end user named by u from whom we would receive 
compensation. 

We have other sources of scrap offered with different , tipulation than those 
outlined, so advise us if you cannot arrange a den.l on the above ba. i . 

That is also for the files of the committee. 
Could I ask Mrs. Bolton whether she is satisfied with th an wer or 

whether she desires further information. 
Mrs. BoLTON. 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 b fore 

that, I have talked in front of and to 14 of the largest American L gion 
posts in the United States on this subject. For the informati n of 
those of you who were not here before lunch, I will repeat that I nn1 a 
member of one of the national executive committees of the An1 ri ·nn 
Legion, besides having our own company. 

Most of the young GI's are very definitely interest d in the wclf r 
of this country, and in earning a living for themselves, their wives, 
and their children. \iVith the high price for commoditi s 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 shortag s, and 
even a depression and lack of employment. 

vVhereas, as I stated before, inasmuch as Latin Am rica is willing 
to give us her surplus commodities, at prevailing prices in thi ount.ry 
today, in exchange for the contracts and cr dits to purcha the in
dustrial, agricultural, and transportation equipment she ne ds 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 commoditie and 
you will notice I use the words "our own short c mmoditi s," b 'Hll... 
I do not depend on hurting American exporters 'vh ·n th 'Y have a 
surplus to export. 

If we will use the surplus commodities Latin Am rica hu.s t oil' ·r 
in exchange for industrial equipment, and if w would also u 'e the 
natural mineral resources of not only Latin Am ri ·a, but Europ' nnd 
Asia to pay us in return for the money and credits th t will be dcvt'l
oped in this country for those countries, we can turn thi Mar hnll 
plan into a great advantage to the peopl of th Unit d tat . By 
so doing, we will automatically relieve th st.rain on our own m
modity market. vVe will automatically throw into thi ount.ry an
nually, one billion to on billion five hundred 1nillion dollnrs for 
work for industry. The Govcrnm nt will be abl to re .ovPr ~ t knst 
25 perc nt of that money through ta.·es, b ~ nn tho. c dolln,rs wi1l 
stay in this country, and at the same tim~, we will b able to do 
ev~rything that we have h~r tofore cont n1pluted for we trrn Europr. 

Now, there are two other thing : If w ad1nini t r tho M rshnll 
plan by using our own suppli s and con1n1oditirs, w ar going t 
weaken the United States and w ar going to d omethin~ to 
solidify someone else, but not the West rni-Icinisph r . Ilow ver, 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 l\1exico 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 tin1e 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 
in favor of it. 

If there are any other questions, I will be glad to answer them. 
:1\.tfrs. BoLTON. Thank you very much. 
Acting Chairman JAvrTs. Mr. Jarman. 
Mr. JARMAN. I am glad to look up here and see such a fine looking, 

dignified new chairman. 
Acting Chairman JAVITS. 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. 

:Yir. BARRETT. Definitely. 
1\!Ir. 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. · 

1\lr. BARRETT. Well, you lmow, Congressman, when you sit down 
in Santiago, Chile, or Buenos Aires in the Arg ntin , 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 dinn r with ev ry
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. BARRETT. That is still true; yes, sir. 
I took Mrs. Barrett down there with me on one trip, and I had an 

awful ti1ne getting her back up here. 
Mr. JARMAN. I can understand that. I want to go back my lf. 
Mr. BARRETT. I have found this, and mayb you hav n ticed it: 

The attitudes and opinion of many people in the United Stat s s ms 
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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 those 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
ipg now special inducements to American petroleum companies, facil
ities and tax-free considerations to come down and develop tho e oil 
fields. 

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

I would say that the Argentino and Brazil alone togetlwr could 
furnish all the meat that would be needed to our l\lar hall plan aid 
to Europe, without shortening our commoditic at all here or erC'ating 
any other shortages. 

The other Latin American countries can furni h various other 
commodities which I have listed in thi report. 

I know as a citizen of the United t,at<'s, and many of n1y fri<'l cls 
and many of the servic men of both V\.,. orld War I and World War II 
would feel very, very badly if we u ed, in tlw admini tration f th' 
Marshall plan, commo<lities that were hort in thi country and high
priced today, and make them higher priced, when we could buy those 
same commodities from surpluses that Latin An1 rica could furnish 
us at current prices. 
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Acting Chairman JA VITS. Dr. Judd. 
11r. JuDD. 11r. 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 because, as the Argentineans 
as individuals or groups come to this country to negotiate 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 country 
for $3 and can1e 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 
get it. 

1Ir. JuDD. Is it your idea tha1 if our administration bought those 
through the regular purchasing agencies of the Government, they 
could get it at the same price as would an American? 

:\Ir. BARRETT. 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 Trea ury 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 ca e higher 
than those in the United State , and in some cases lower. 

11r. JuDD. Could you get them cheaper through the Government 
than if they were bought directly? 

Mr. BARRETT. Definitely. 
Mr. JuDD. That is all. 
Acting Chairman JAVITS. Mr. Richards. 
Mr. RICHARDS. Mr. Barrett, I am sorry I was unable to hear the 

first part of your testimony. I was unavoidably detained. 
I would like to ask you this question: Do you favor the 11ar hall 

plan? 
Mr. BARRETT. Yes, sir. 
~fr. RICHARDS. That is, provided we do the things that you 

suggest about buying surpluses from other countries? 
Mr. BARRETT. Yes, sir. 
11r. RICHARDS. Commoditie in hort supply in tlH' United ~ Lntcs? 
Mr. BARRETT. That is right. We hav given so far inc the war 

ended $15,000,000,000 plus to Europe, without any n)turn. ow, 
I am perfectly willing to go along and my friends ar pcrfc tly willing 
to go along and spend another $16,000,000,000 if n ce ary, providing 
we use that $16,000,000,000 to build something in this ountry. 

11r. RICHARDS. I g t your point. 
lVIr. BARRETT. We also are of the firm b lief that if thi aid program 

were so set up that we appropriat d so much money each year, that 
by using the surpluses from Latin Am rica and other c untri , and 
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at the same time building them up, that by the end of the second year 
you would not need to appropriate anything more for the Mar hall 
plan. 

Mr. RicHARDS. I understand your vie\V. 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 Indu trial 
Division, or any section of the State Department that the ec.retary 
of State so designates. I think that particular agency should be 
composed of American businessmen and not statesmen. 

Mr. RICH4-RDS. Should they be independent of the State Depart
ment? 

Mr. BARRETT. 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. RicHARDS. Which would handle questions of foreign policy. 
Mr. BARRETT. 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. RICHARDS. In the case of a difference of opinion bet we n the 
State Drpartment and this board of businessmen, who w uld de ·ido? 

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. RICHARDS. Traditionally and constitutionally the President of 
the United States operates our foreign p()licy. 

Mr. BARRETT. The President of the United tates operat our 
foreign policy, but the Congress of the Unit d Stat s or1trol th 
business operations of our country. 

Mr. RICHARDS. That is all, Mr. Chairman. 
Acting Chairman JAVITS. Mr. Lodge. 
Mr. LoDGE. Mr. Barrett, do you know of any reason why th pres

ent administration would not be willing to accept your suggestion? 
Mr. BARRETT. No, sir. 
Mr. LoDGE. Would you b in ·lined to go al ng with this: That the 

European r co very program will depend in large part f r it Sli<'<'C s 
on the degree of reciprocal s lf-h lp, the d grc of conomi · f ·deration 
which is obtained in Europe, and that hat you are propo. ing i 
to apply to this hemisphere, the san1 prin ·ipks of r cipro<'nl elf-lwlp, 
so to sp ak, and the same onomies as it is r ·conlnH'IHl •d h ~ nppli cl 
to Europe? 

Mr. BARRETT. I do agree, sir. 
Mr. LoDGE. In other word , you e thi as tho other nd of tho 

stick, so to speak? 
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J\fr. BARRETT. That is right. 
~1r. LoDGE. How would you write this into the legislation, 11r. 

Barrett, or have you not gone as far as that in your thinking? 
1fr. BARRETT. That in the administration of the plan for aid to 

Europe, that the body administering the funds for this program be 
instructed 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. 

11r. LoDGE. You would make that in the form of a suggestion in 
the legislation, rather than in the form of a mandatory instruction? 

~ir. BARRETT. That is right. 
1Ir. LoDGE. You feel that the administration should not be bound 

by any such instruction? 
1Ir. BARRETT. 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. 

11r. LoDGE. Mr. Barrett, ho\v do the people of South America with 
whom you have contact, feel about Spain? 

~1r. BARRET'l'. 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 1Ir. 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 w1lling to offer cooperation it she is given a chance. 

I understand many things about our foreign poli9y that I have run 
in1 o 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 a11d its actual workings to feel 
that we arr always entirrly right. We are speaking here of exchanging 
machinery and equipment for commodities with Latin America, things 
thu.t we need in the administration of the 11m·shall 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 busine s with Russia. Vve have 
been offered $50,000,000 worth of indust.ria.l business in Yugoslavia, 
of which we cannot touch a dime's worth. 

Today the commercial attache 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. ho 
built that with money that we loaned her. 

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

Mr. BARRETT. I will say this: That as a citizen of the United States 
who served in the First World War-and all my family arc Army and 
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Navy people except myself-they have all b en high-ranking offic rs; 
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 Yugo lavia, why, it is not 
right for England to do it with our money. 

Mr. LoDGE. Do you think it is right for us to do that business? 
Mr. BARRETT. 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 antagoni tic to 
the United States. 

Mr. LoDGE. 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. BARRETT. There is only one thing the Slav mind understands 
and that is force. I thoroughly believe from my own xperi nc 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 i a 
satellite nation, or to stop right where she is, if h 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 lmow that from an economic point of view, Rus

sia is in no position to carry on a war. 
Mr. LoDGE. Thank you very much, ~1r. Barrett. 
Mr. 11ALONEY. 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. MALONEY. Do you think that Spain could really contribut to 

the general plan? 
Mr. BARRETT. I do, sir. 
Mr. MALONEY. That is all, Mr. Chairman. 
Acting Chairman JAVITS. I have just two questions, if you will b 

good enough to answer them: 
What are these Latin American countries doing with tlw <' hug 

surpluses now? Are they going to throw them in th' ca? 
Mr. BARRETT. Last year they burned a furl 00,000 ton f wh at. 
Acting Chairman J A VITS. That is in the Argentin ? 
Mr. BARRETT. Yes, in the Aro-entine. 
Acting Chairman JAVITS. Ar~ they expected to do th sam thi 

year? 
Mr. BARRETT. This year they have given in tructions to th 

farmers that unless they are included in the Marshn1l plnn, tlH'y nr' 
to plow under two-thirds of their farm area. 

Acting Chairman JA VITS. By "included in the l\far hull plan," ju. t 
what do you mean? 

Mr. BARRETT. To furnish th ir commoditi s, thrir ' hrat, their 
meat, and their corn. 

Acting Chairman JAVITS. As part of the plan? 
11r. BARRETT. As part of thr plan. 
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Acting Chairman JA VITS. N O\V, you said these countries were 
being discriminated against by American suppliers of industrial 
materials, insofar as price is concerned? 

~1r. BARRETT. No more so than any other foreign country. As a 
matter of fac.t, it is common practice in the United States, in engineer
ing concerns and machinery manufacturing concerns, instead of adding 
the usuallO percent that is added w·hen we sell in this country, to add 
40 percent when you are doing business with a foreign country. 

Acting Chairman JAVITS. Suppose, on these bids obtained by th 
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. BARRETT. No, sir. 
Acting Chairman JA VITS. Then the scheme would fail? 
11r. BARRETT. 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 purchase of that equipmerlt, they are satisfied just to call the 
deal a deal, and give us their commodities at average prices. 

Acting Chairman JA,VITS. Even if it is not actually successful, 
even if they still have to pay the high price? 

11r. BARRETT. That is correct. 
11r. JuDD. May I ask one question? 
Acting Chairman JAVITS. Yes. 
~1r. JuDD. Why do they increase their prices so exorbitantly when 

they deal with these foreign countries'? Just because they can get it? 
~1r. BARRETT. That is it exactly. 
1v1r. JuDD. Why can they not get it from us? Our country has to 

buy the commodities, too. 
11r. BARRETT. In the first place, there is too much competition in 

this country. There are too many companies in this country doing 
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 those 
fellows decide to build a new steel mill. Their engineers decide to 
build a plant; they buy the equipment direct from the manufa tur rs 
and install it themselves. Whereas, if a foreigner comes into this 
country and wants a steel mill, he cannot go to any one of tho steel 
compani s and get the drawings. They will not furni h them. He 
ha to go to an engin ering company which charges a 10-p rcent fcc 
for the drawings and engineering. Then that engineering company 
does the purchasing and buys the machinery and th cquipm nt, 
shifts the equipment overs as, furnishes drawings for foundations, 
and builds things, and also furnishes technical experts to sup rvi the 
installations and the opening operations of that mill at a f e. 

~Ir. JuDD. I judge from tho letters you previou ly ubn1itt<'d, 
that a lot of these companies are charging Americans j u t as badly 
as the foreigners, when they can. 

11r. BARRETT. W 11, I would not argue that point with you. 
Mr. JARMAN. They send xperts over to open th plant at a fee. 

~s that a part of this 50-percent add-up? 
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Mr. BARRETT. No; 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? 

Mr. BARRETT. It is 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 beJike 
a snowball over the years. 

Mr. JARMAN. I thoroughly agree with all of that except I do not 
see how it will double and triple ·with this 50-percent addit.ion. 

Mr. BARRETT. We will not put the 50-percent addition on if we 
have to supply it through a Government purchasing ag ·nt, 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 th ·y 
know where to go to get the right prices. 

Mr. JARMAN. This l iter that you had here, ·what kind of firm i it? 
I imagine that is a legitimate brol~erage firm? 

lvir. BARRETT. That is a legitimate Am rican brok ra?' firnL 
There are thousands of them. 

I have a commitment right now from a P< st omm ndr.r of U1c 
American Legion for 150,000 tons of trel, ld-roll d . h ct, d<'PJl, 
drawing stock, 18- to 22-gag:e, and it ·will be hipp d right fron1 a mill 
in Chicago at $215 a ton. They say th re i · a teel shortag . 

1-tlr. JARMAN. In vievv of these facts you have rrv aled, I c~ n under
stand how, especially with anybody that might be inclined to h 
demagogic, a bad impr ssion of us exists in the minds of som L tin 
Americans. 

l\1r. BARRETT. That is right. 
Mr. JARMAN. It is not encouraging to m . 
J\fr. BARRETT. As I said this morning, tb vVar A s ts .. drnini -

tration is sending millions of tons of arn1a1n nt to scrap deal ·r. at 10 
cents on the dollar. Those scrap deal r ar pending an th r 10 
cents on the dollar and cutting it up with a fh1n1 t reb. hl t •ad of 
selling that scrap directly to th \ tc I mill, th y ar ailing up a br h~r· 
or an agent who, in turn, s II it to th st I mill. Th crap d ul r· 
makes quite a nice commi ion, the broi~ r or agent n1akrs 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 bad 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? 
l\1r. 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 eli1ninate about 90 percent of that. 
l\1r. JARMAN. The steel mills rlo not bid, evidently? 
l\.fr. BARRETT. K o; 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 Pitts burgher 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 a.nd 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 1\Iachine Tool Division of the "'\Var Pro
duction Board and told him about it, and he did not know about it. 
He call d me back on New Year's morning at 8 o'clock and "'aid, 
"I know you will be happy to know that I had the United tates 
Army take over that plant." 

~1r. JARMAN. I do not want to check you, but I want to know who 
made that offer. 

Mr. BARRETT. The British Commission in New York off r ditto 
thes scrap dealers in Pittsburgh. Every one of th big ste 'l 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 11 the 
scrap direct to the mills. · 

Mr. JuDD. I can think of a company in my di tri t that ha b n 
trying for 8 or 10 months to get some machin<' tools that an' in m 
of these aluminum plants such as N w Castl , Pu.., Dayt n, Obi . 
The tools are th re; they have been thcr for 2 y 'ar in <' V J -clay, 
but they said they cannot sell th m be ause th pap r work is n t 
complete. 
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They were there 2 weeks ago, and last week th y were gon . 
Mr. BARRETT. A crap deal r probably got th m. 
Mr. JuDD. Yes. The administration would n t ell them to the man 

up in my district who is using the stuff to mak oil burn r , and o 
forth, for GI houses. No; they sell them to the d aler and the manu
facturer then has to pay two prices for them afterward. 

lv1r. MALONEY. Is there fraud in this thing? 
Mr. BARRETT. There is not one bit of fraud. According t our 

present existing laws, a man can buy anythinO' at any pric he wi hes 
to pay for it and he can sell it for any price he can g t for it. Howev r, 
I do think that the United States Government, in the admini tration 
of its own departments, can take certain steps that will minimize the 
conditions that are not right, that are existing. 

Mr. MALONEY. It leaves the door open for a lot of fraud, do s it 
not? 

Mr. BARRETT. That is true. 
Mr. RICHARDS. Mr. Barrett, if the United Stat s Government w nt 

to cutting up this stuff and selling it as scrap, you would have a h wl 
from all legitimate big business throughout th United tates that 
the Government is competing with private busincs , would you not? 

Mr. BARRETT. Why? 
Mr. RICHARDS. I do not know why, but you do. 
Mr. BARRETT. No; I do not think you would. 
Mr. MALONEY. Would the gentleman yield there? 
Mr. RicHARDS. I think you would. 
Mr. BARRETT. Legitimate dealers do not like scrap dealer , but 

thev have to do business with them. 
Mr. RICHARDS. Why must a teel manufactur r go through as rap

dealer to get the stuff? 
Mr. BARRETT. Well now, look: If I told you v rything I kn w, I 

am afraid the Internal Revenue Department w ull b f ll winO' nw 
around to ge.t some information-not on myself, but on thing hat 
I know. 

Mr. RICHARDS. Well, I think th things that you arc t('lling u 
could be very helpful. 

Mr. BARRETT. I am afraid they could. That i why I an1 telling 
them to you. I am just sick and tired f seeing my I doughb y, -
and I have 2,500 of them in my Legion po t g ing ut and g<'tLing 
a job and being off red a job at $150 and $20 a m nth, wlH n tlH'y 
cannot live on $300 a month at th pr nt r t f living, when then' 
is no reason for it, when a few peopl , in the nitcd tate - a fpw 
selfish people, such as people I know in Pitt bur h an l in 'W Y 01+ 
and Philadelphia, Chicago, and thcr place wh ay t n1e, "vVhnt 
do we care about th oth r f ll w, we arc going to mak<' our f rtunc." 

My boys have to live, and they hav to ha,rc j b wh<'n' tlH':V g<'t 
salaries to pay their expen c and put orne money int the hnnk. 

Mr. RI HARDS. Do you think the Govc rnn1Pnt h uld tnl· <' nll 
urplu property and retail it through ut tlH' Cnited Stnt<'. nnd not. 

s 11 any of it to legitimate bu inc eli tributor ? 
11r. BARH.ETT. I am ayiug that I fpp} thni thP l nit<,<l Stntcs ~ov

ernnHnt hould tal·c it Rurph.L. pr pt'rty thnt <'Hllll t lw ]pgilirnnt<'ly 
sold a it i , for u (' a it i , and turn it int u ·h , hnp<' and f rrn thnt 
it can be sold directly to somebody that will u t' it n nn end u ('1'. 

Mr. RI HARD . However, tlH' lawn w i n t bt'ing violnt('d'? 
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.Nlr. BARRETT. It is not at all. There just is no la·w to stop it. 
11r. JARMAN. If they did that, vvould the steel companies then bid 

on it? They \\·ould not bid on it now, you said, because of the arrange
ment with the "thieves." 

11r. BARRETT. The steel companies have gotten up to where they 
stand on their hind legs and state to the Government that thev are 
not producing any more because they have not got scrap and raw 
material. They certainly "'ould violate their own statements if thev 
would not. ~ 

l\Ir. ~1ALONEY. 'Yould the steel companies themse]·ves put this 
stuff in condition to be used? 

1\fr. BARRETT. No. They do not have the facilities to do it. 
1fr. 1\fALONEY. If they are so eager to get scrap, do you not think 

they would do that? 
~lr. BARRETT. I would think they would, if they were so eager to 

get it, but they are satisfied. They are n1aking nice profits. They 
are getting warehouse price for their merchandise instead of mill price. 

~Irs. BoLTON. Would you feel that perhaps the United 'tatcs 
Government has a responsibility in disposal of surplus war material , 
that it has a responsibility to the people who paid for it, and they 
hould not sell it at 10 cents on the dollar to be resold at 150 cents on 

the dollar, but rather they should ell it at a decent price to tho e who 
u e it directly and not have it go through two or three middlemen to 
ave the taxpayers money? 

l\1r. BARRETT. That is right. 
I feel that I am a stockholder in the United States Government, as 

a citizen. I feel the United tates Government has an obligation to 
it citizens to carry on its financial operations to the best advantage 
and to the best profit of the United States of America. 

~Ir . BoLTON. Thank you. 
l\lr. JARMAN. I understood you to ay that Argentina had furni h 'd 

nearly as much relief, I believe you aiel since the war, to Europ , as 
we had. Did I understand you correctly? 

1fr. BARRETT. Yes, sir. 
l\lr. JARMAN. I am surprised to hear that. 
1\Ir. BARRETT. I did not talk to a family in Argentina that could 

not how me a list of many, rnany packages of food and clothing and 
hor and thing of that kind. 

l\lr. JARMAN. You mean largely individual contributions? 
l\lr. BARRETT. 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 governn1ent, and I would ay 

all of the Latin-American countries I know would be Vt'ry ght<l t 
enter into the administration of the J\;1ar hall plan, contributing <' r
tain things free, but those countries today do not have any d llar . 

As I mentioned this n1orning, when you wer 11 t hen', ir, t day 
in the Chase National Bank in New York, and various thcr banks 
in ew York there arc $100 000 000 worth of h'tter of ercdit fr 111 

' ' ' the Argentino Govcrnmerlt to American businc c lH'Cl'll who ha -. 
gone d wu there and old then1 a bill of goods t get a lett('r of <'rt'<lit, 
and they arc men, as we ay, "ha vincr tlwir offic<' in tlH'ir hn t , " and 
they f cl if th('y can get a n1illion-Jolln r lt'ttPr of <'n'dit dO\\· n t h<'r(', 
they can come back to this e untry and fi11d onwbody to nwkt' it 
for thcn1. Today, tlw Argentine has $10 ,000,0 0 ti('d up in ew 

69082-48--58 



George C. Marshall Foundation, Lexington, Virginia

912 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

York by those men who ar tied up from 7 to 9 months, and they can
not touch that money. Not one of those letters of credit ha pro
duced one dime's vvorth of equipmenr for the Arg ·ntine. 

1\lrs. BoLTON. That is the good-neighbor policy.' 
1\Ir. BARRETT. And you wonder why they feel bitter about it. 
Acting Chairman JA VITS. Thank you \rery n1uch, ~ Ir. Barrett. 

Your presentation has been very helpful to the committee. I know 
I speak the minds of the committee. 

Mr. BARRETT. 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' Industry 
Committee, representing New York Foreign Freight Forwarders' and 
Brokers' Association, Inc.; the Forwarding Agents and ] oreign 
Freight Brokers Association of Ne\v Orleans, La.; the Pacific Coat 
Customs and Brokers Association, with divisions at Puget ound, 
Columbia River, northern California, 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 forwarders have served commercial industry and governrnents 
efficiently and economically; and the threat to their existence of ex
pensive and unexpert governmental forwardino-. 

Foreign freight forwarding is the act of arranging to move hip
ments from any part of one country to a destination abroad. The 
business of forwarding compared with expert tran portation is small, 
and its cost relatively insignificant. Freight forwarding in relation to 
export transportation is similar to that of ball bearings to an automo
bile. The cost of ball bearings compared \vith the total cost of the 
car is insignificant, but without ball bearing the automobile will n t 
run far. Similarly in regard to forwarding, every exp rt rnu t b 
forwarded, otherwise a shipment will not move fron1 it p int f 
origin, let alone get to it foreign destination. 

Many forwarding firms have b en in e~yistcnc for over 0 y nrs. 
There are men sitting here in the room who e father wero in thi 
business and spent their lives in the busin ss, and now hav their n 
spending their lives in the business. Forward rs a a whol< lik \ to 
stand on their own feet and have as their polT nutn on of th ir wn 
industry. Although the committe is assisted by Mr. l'v1arvin I , 
in whose ability they have very confidenc , y t I have be n in true ted, 
as chairman, to appear b fore you, a I am an actual m rnbpr of the 
industry itself. Glancing about, I s a nun1b r of w ll-e tablish \d 
concerns represented-Mr. Harry Fowl r of aldwell ., lV1r. 
George Dougherty of American Expr s o., lr. G org 'I'ahnadg 
of Ajax hipping Co., Mr. Carl hroff f Internati nnl E~·pediter , 
Mr. Jack Cunningham and Mr. J. Lin1 \ri k f th) Jud n Sheld n o. 
who, if time would permit, whi h of ur it doc" not, w uld lilre to 
address you or answer any qu stion that y u n1ay hav . 
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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 \vith 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 \vork. 

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 
1fcrchant 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 
com1nercial 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 realiz din any oth r 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, non1nilitary, supplies to Gr ece, such as those for building roads 
and railroads, and have forward d them as a Government forwarding 
agency. No figur s are available to us as to the cost, but fro1n ex
perience of oth r Government operations we lmow that the actual co t 
of forwarding must have been greater than those of com1n rcial 
forwarders. 

Forwarders usually receive their remuneration in two forms, by 
service ·harges mad to shippers for s rvices rendere l to th m, and by 
brokerage paid by ocean carri rs for th services they rend r to th :s 
carriers. Brokerage, customarily being at a rate of 1}~ per ·ent, ha 
never been a factor in enterino into freight rates, as was t stifi('d und r 
oath by several arri rs in a recent hen,ring of th 1aritime C m
mission. It is illegal and would be a rebate f r any carri 'r to pay 
brokerage to a concern having a financial int r st in th goods, which 
is interpreted as meaning that brokerage an only b paid to f r
warder and not into Governm nt or Army. 

If forwarders handle th se shipm nts, the cost to th 
would be comparatively little, and th major r ·on1p 
forward rs would be in the form of brokerage paid by arri rs. 

Export rs, both large and smalJ, for many y ars hav u d for
ward rs to do this specialized work for then1. Largo companies, 
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such as Allis-Chalmers, and the Chrysler Corp., certainly have the 
brains, the ability, and the money to ~reate , if necessary , their 0wn 
forwarding departments, but they do not clo so, having found by 
experience that forwarders do an abler job and more cheaply than 
they can themselves. 

The small ex.Porter is particularly dependent upon forwarders. In 
another hearing before the 11aritime 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 hio-h 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. 

\f\T e have not come here to argue for or again t thi bill, but only to 
ask if the bill be pas ed, proper provision be made for the us 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 helief 
and knowledge before you of the facts; and the e fact how definitely 
that forwarding must be done on all exports and that forwarder, 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 cau es, but f ar that throuo-h our failure 
to put the facts properly before you, thi matter may be engulf d by 
a heavy sea of apparently greater matters. 

To show the scope of this industry, carrier have tated that for 
instance in the port of New York, in exces of 90 per ent of their 
total cargo is provided by forwarders, that what the forwarder do 
for them could not be don without much greater exprnsc on th ir 
part, than the brokerage paid, and that if for any rea n f rwardeL 
were remov cl from the field of tran portation, chao wou]d inrvitab]y 
occur. Again in the port of New York on pa ·kagrcl go d a opp sed 
to bulk or vvet cargo, forwarders arc r ,sponsihlr for arranging th<. 
arrival at seaboard at the proper tin1e of at lea t 0 perco1t f nll 
freight. Unless the hip and the cargo mate- that is the carg is nL 
the right pier at the right time for the right hip- vrs <'Is . ail noL 
fully laden, and the cargo incurs unnecessary torage. Thi PL'VIC 

is of great value to carriers. 
Some commercial forwarders pay in rxces, of n, n1illi n dollnrs a 

month to carriers for frt·ight money . The forwarding indw-;Lry, ns n. 
whole, again in New York, employ over 10,000 ppoplP n,nd pn.ys Lhe 
carriers many million of dollar a month in fr<'ight n1onpys. 

In the brief tim at our disposal her , it i n t p ihlo for u to 
enumerate all the services that a forwarder prrf nn f r the arri<·r 
or all the services the forwarder perform for th hipp \r. Perhn.p 
these latter can be best summed up in tho g<.'Iwral f ling oxpr \s 'd 
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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-not 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 Atlantic, 
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 
freight forwarders must be maintained as a necessary adjunct to our 
foreign comn1erce and our merchant marine. After exten ive com
nlittee hearings, the Congress e tablished that policy in 1942 and 
directed the Maritime Commis ion and all other Federal department 
and agencies to cooperate in the development of the freight-forwarding 
indu try both in wartime and during the postwar period. Further
more, Congress clearly indicated its intent that GoYernmen t hip
ment to foreign nations be erviced by private freight forwarders, 
actually inserting a provision that lend-lease cargoes houlcl be o 
handled. At the time Congress made that deci ion, the forwarders 
were faced with the same situation as we now find of possible c. ·ten ivc 
competition and virtual extermination by our own Government agen
cie and by forwarding organizations e tablished by foreign n ation 
receiving assist[tnce from our country. All we a k i that the already 
established congressional policy expre sed in section 217 of the ::\I(•r
chant Marine Act be reaffirmed to apply to hipment t be n1ade 
under the pending bill. 

It is our hope that we have shown to you that in the inter' t of the 
taxpayer, the use of the forwarder i nece ary from the point of view 
of efficiency, economy, and the real peace clevelopm('nt f th <'.·p rt 
trade of thi country. To effect this, we urge that this lPgi la tion r 
its legi lative hi tory cl arly indicate the eongre ional int('llt that 
private freight forwarding be u eel to handle all eat·gop, moving a. a 
re ult of enactment of thi I gislation. This can, in our opini n he 
n<'complishecl in either of two ways. First would lw an a<'tunl anH'Jl<l
ment to the p nding bill, which could read al ng th(' foil wing lincs: 
The term "water-borne export and import for ign comm rce of the United~ tatcs", 
as used in section 217 of the M rchant Marine Act of 1936, as amrnrlcd (56 Htat. 
171), shall be deemed to includ all xport shipmcntH from th Unit d ~ tat s 
mad pursuant to provi. ion. of this Act. 

If uch a clau e would be added, it would d<'arly drmmL trnt<' Lh 
congre sional intent that thP P cargo('S, ns W<'r<' th<' l<'nd-l<'nS<' ship
ments, should be serviced by forward<'rs. 

If, for any r ason, you deem it inadvisahlr t.o ins('rt in thr JH'ndincr 
legislation a clause to this eff et, we trongly urg<' thn,t LlH'r<' hr made 
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a clear statement in the committee's report on this bill to th effect 
that it is our intention that private freight-for vttrding 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 . upplies to the recipient 
nations. ·while the authority to transport these supplie. i broad, it i. the 
intention of your committee that normal private freight-forwardin~ channels be 
used to service such cargoes and that these cargoes should be handled in accord 
with the provisions of section 217 of th8 :Merchant ~Iarine Act of 1936. It is 
your committee's view that use of private freight forwarder.· to handle the e 
cargoes would not only1 be less expensive to the Government but that it i' neces
sary to insure the preservation of ou.r freight-forwarding industry for .. ervice to 
our postrelief program of foreign commerce. 

I£ neither of these courses is adopted, we are fearful, and we bcli ive 
properly fearful based on past experience, that either our O\Vn 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 expen ive and ·which 
will, in addition, deprive members of this iridustry of the result for 
which they have labored for generations past· and by dealing this 
industry a staggering, if not mortal, blow, will deprive exporters of 
export transportation help when the days of real peace arrive. 

Acting Chairman JAVITS. 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. DAVIEIS. 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 Arn1y. I£ the Army sny it is 
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 shipments 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 s t up their wn 
freight-forwarding department here. 

That was done in 1940 and 1941, and it required an act of Congrc s 
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 regard 
to the foreign governments, but I do not believe you need to worry 
about the Army. 

Mr. DAVIES. I did not hear that, sir. 
Mr. JARMAN. I say, I can see the danger of the foreign O'OVPrnnlent 

setting up a forwarding company over here, but as far as th Ar1ny 
is concerned, this is quite different from the Gr ck-Turki h loan. With 
the personnel in the A:nny as short as it is, I do not belicv you will 
have much danger on that score, but with regard to th foreign 
governments, you may have some reason to b 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 bPforc 
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the House Committee on Merchant Marine and Fisheries that they 
would like to handle this. 

11r. JARMAN. They are talking about shortages of personnel, and 
I did not think they would want to. 

1-tlr. JoNKMAN. (Presiding.) 11r. Judd. 
11r. JuDD. You have said in your statemPnt that there are no 

figures available regarding the cost to the Government of the Army 
doing the forwarding in the case of the Greek-Turkish shipments. 
If you do not have the actual figure, you do not know, do you? 

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

1fr. JuDD. You mean on the basis of past experience, you would 
have reason to believe? 

Mr. DAVIES. It is for this reason, sir, that when we do forwarding 
work, most of our recompense is received from the carriers in the form 
of brokerage. That is for services we render to the carrier. That 
brokerage is not paid to anyone who in effect is not a forwarder. It is 
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 quite 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 it is 
quite impossible for anybody to believe that the Army could do it for 
90 percent of what we would do it for. 

Mr. JuDD. 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 
governmen~al agencies, during the Greek-Turkish operation. Other
wise, we do not know what we are doing. 

11r. JoNKMAN. We will call that to their attention. 
(The information requested is as follows:) 

Ron. CHARLES A. EATON, 
Chairman, Foreign Affairs Committee, 

DEPAR'rMENT OF THE AnMY, 
WashiY'plon 2.5, D. C., A/arch S, 1948. 

House of Representatives. 
DEAR l\fR. EATON: This acknowledge receipt of your lct.tcr of February 17, 

1948, addressed to Legislative and Liaison Division concen1ing the method of 
forwardin~ and the cost factors involved in the handling of materiel for the 
Greek-Turh h assistance program. 

1'hipments of materiel to 1reecc and Turkey arc moved primarily through the 
New York port f embarkation and the :-;ervices which arc availahl from fr ip;ht 
forwarders have l'een provided by the stafr at that port. • Thc.-e service normally 
include the following: · 

I. :Maintenance of a record of arrival of in-bound cars, truckR, or barge and 
the follow-up of shipments to insure a\ ailahility forth YC,'R l. 

2. · Arrangement. for prompt unloading or temporary Htoragc of shipm .nts when 
necessary to avoid car detention. 

3. Arrangin~ for plac m nt f cargo at. shipside as required (at. ~ 1 ew York this 
include::; obtaining ::;t amship permit::;, placing of ligh1 eragc ordcn;, follow-up to 
assure delivery of cargo at ship::;irle) and checking to insure that. ~-;hipmcnt is 
complete including correlation of shipmcuts from several origin:-; wh n t,h y con
stitute one ocean shipment. 
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4. Securing of dock receipt or other appropriate . i~nature. from the . team
ship company, either directly or through the deliverine: inland carrier. 

5. Accompli ·hment of in-bound Government hill · of lading, noting exception 
and eal recording, and the urrender to deliverv carrier. The maintenance of a 
complete record of bills of lading handled and urrendered. 

6. The checking of out-turn report. again. t in-bound bill of lading to insure 
the receipt of the proper quantity, condition, and packing, and reporting any lo 
or damage to the consignor. 

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

8. l\Iaintenance of a complete record of arrival, unloading, storage, and loading 
aboard the vessel fot each shipment in such detail a i necessary to provide a 
basis for certification of the carriers' bills for storage, demurrage, switching, and 
accessorial services. 

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

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

11. Preparation of export declarations or a letter indicating that the ve el 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 materiel perform similar services in effecting shipment of other 
materiels 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 materiel shipped to Greece and Turkey is relatively 
small in comparison to these other programs and the co t 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, 
vVrLToN B. PER o . , 

Major General, General taff Corps, 
Chief, Legislative and Liaison Division. 

Mr. JuDD. You say the brokerage rate is customarily lX per nt? 
Mr. DAVIES. Yes. 
Mr. JuDD. Does it depend on a percentage, or on a negotiat d 

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 perc nt, 
of course, refers to the ocean freight paid, and not the valu of the 
shipment. 

Mr. JuDD. Suppose this language that you ugg t wer put in. 
As I read it it would be practically a mandate to the Governm 'llt to 
use the private freight forwarders. Would they not b in a positi u 
to put the screws on, just the same as we have heard that other p ople 
put the screws on when there? 

Mr. DAVIES. Oh, I do not think so. I think their record how that 
they have a desire to cooperate with the Governm n t and have 
accepted the Govergment's rat s after dis u sion in a free way. 

Mr. JuDD. There is no question but what mo t bu ine s m n in all 
lines of business want to cooperate. 11o t peopl stop at rod lights, 
but if there is no policeman around, one in a while omebody go s 
through. 

Mr. DAVIES. This is not lik a st 1 mill wh r p rhaps there are 
20 companies producing steel. There are in New York, I have b n 
told, and I believe, between 400 and 600 forward rs alone. If we do 
not want to handle the work for the Governm nt, som body 'ls will. 
The force of competition will be bound to k ep things down. 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 919 

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. JuDD. 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. 

1\1r. KEE. 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 X percent. Is that 
IX percent of the carrying charges or the freight rates? 

Mr. DAVIES. Of the ocean freight rates. 
1Ir. KEE. Would you mind for my information, briefly describing 

the nature of the service you render? 
l\1r. 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 shipprr. Of 
cotu'se, the services that we perform to the carrier are in return for the 
brokerage that we receive. I will just run through them very briefly 
and then elaborate, if you wish. 

1\Ir. KEE. Just briefly. 
l\1r. DAVIES. Service rendered to the carrier by foreign freight 

forwarders: 
ccuring cargo for the ship, securing spot cargo-that is, cargo on 

\vbich a ship may be dependent for a full load, either on a measur ment 
or weight basis. 

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

vVe prepare ocean bills of lading and we prepay freight. "\Y b -
come liable for booki11g cargo. Instead of a carrier having to look 
for payment of its freight moneys all over the country, they can look 
to one established forwarder. W c act as a liaison b tween carriers 
and shippers, thus enabling arri rs to rc1ncdy ituatior s n'sulting 
from occasional errors. V cry often we make blanket booking , thu 
doing away with a great amount of work on the part of the carrirr in 
making individual small bookings for many small shipint'llL. One of 
the chief things we do is the prompt handling of docun1ent. W 
sec that cargo arrives at the right pi r at the right tin1 for th right 
ship. · 

W r prepare and handle all necessary docunwnts and <'L' thn t tlwy 
arc in the hands of a consignee in suflicient iin1e to pr •vent nn. delay 
in removing cargo from the piC'r at tlw oth<'r <'nd. 

If thC'rc i congestion at tht• pier at the tlwr <'IHl, it hn n V<'ry 
unfortunate economic cfl'cct on tlu' cn.rri<'r. 

Those arc son1c of the services or 111 L f Lhc crvice thn,t, for
warders provide for carriers. 
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Mr. KEE. It would be necessary to furnish the rargo 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 dicl 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. 
lvfr. KEE. I ean see where that would be a very important service 

at the time, and some of the others, possibly. It is possible that 
some of the con1modities furnished under this program would be 
carried by Government ships. There would then be very little use 
for the service, is that not so? 

11r. DAVIES. If I may, I will answer your question in two parts. 
Of course, I cannot tell what would happen in the future but I 

know of no direct operation by the Maritime Commission-which is 
the eontrolling 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 Maritin1e 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 eorporation. 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 js done in this eountry. It cannot be done abroad. 
It has to be done here. Without forwarding, no cargo would move 
from the supplier's plant to th~ 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. KEE. 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 goe , as big 
as they were before the war, and they have been 1 ss 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 fa1lcn 
off tremendously. I perhaps could not use that word in its full sen o. 
They are now getting some benefit of course, under the Emerg ncy 
Aid Act that was passed just recently. 

Mr. I{EE. Do you anticipate that the inauguration of the Marshall 
program ·will further reduce our exports to Europe from private 
concerns? 

J\1r. DAVIES. It depends upon how the Marshall Act worl\.s, sir. 
I think that if the Marshall plan is put into eft'cct, the dollars will be 
made available in one form or another, so that e .. Tports can flow to 
Europe, as they have done so heretofore. Wl1Pther it will h' on a 
government basis or a private basis of course Congress will decide. 
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Nir. KEE. If it was on a private basis, it would not interfere vt"ith the 
forwarding business at all? 

l\1r. D A YIES. Not in any way, sir. If it is left in the hands of 
co1nn1ercial shippers, comn1ercial exporters. and commercial buyers on 
the other side, \\Te have no worr.r at a1l. It is only if a large an1ount of 
Govern1nent buying is done, either by our own agencies or by foreign 
government agencies. 

:\1r. KEE. Therefore, if it is left in the hands of private agencies, 
your business as :forwarders would not be injured. However, if the 
Governn1ent n1akes all the purchases and controls the shipping, you 
are afraid, as you expressed in your statement, it would put you out of 
business? 

:Nlr. DAVIES. That is right, yes, sir. 
1Ir. ICEE. Of course, the fact that the lvt:arshall program goes into 

effect will have no appreciable effect on your business because this is 
ne\V business. 

1·Ir. 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 European countries. Since the 
cessation of hostilities there has been a gooaly flow of business to 
European countries and if the Interim Aid Act and the J\farshall plan 
are not coming into effect, because the supply of dollars in Europe 
has now fallen off, few purchases could be made here. 

As I foresee it, the bill you have before you h re now is merely 
going to replace what was formerly bought commercially before. 

Mr. 1\.:EE. Is there any other place where out Government in.ter
fcres with your business? 

1\fr. DAVIES. The lend-lease operation did, yes, sir, until the bill 
was passed to rectify the inequalities of the situation. 

,;vhen 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 n1attcr very care
fully indeed. They held about 9 or 10 hearings here in Washington. 
They held hearings in Portland, Maine, New Orleans, S attic and 
San Francisco, to find out what the position was. After these exhaus
tive hearings, they passed the so-called Bland Act, whieh directed our 
own Govcnuncnt to usc commercial forwarders. 

1 'fr. l{EE. That was under the lend-lease program? 
!'dr. 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. riowever, we feel that in this new bill that you are writing, it 
n1ight v ry readily contain some expression, such as transportation 
being left to executive decision, which in the case of the Greek-Turkish 
hill was seized upon by the Army to forward these shipn1cnts th m
selves. 

1\tir. I{EE. I believe you furnished to Dr. Judd, upon his inquiry, 
a su~o·csted provision, did you not, that you would like to incor-
porated? 

Nir. DAVIES. I did; yes, sir. It is in the printed stat.cm nt t.hat I 
have here. 

11r. KEE. ·All right, sir. That will b all. 
A ting Chairman J AVITS. Arc there any n1orr qu<'stions? 
Thank you very much: Mr. Davies. 
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STATEMENT OF DAVID D. LLOYD, AMERICANS FOR DEMOCRATIC 
ACTION, WASHINGTON, D. C. 

Acting Chairman JAVITS. ~1r. Lloyd, would you be good enough 
to do your best to confine your opening ._ tatem nt to 10 minutes? 

Mr. LLOYD. I think we can reasonably do that. 
My name is David D. Lloyd. I am a lawyer and I am at presrnt 

serving as director of research and legislation for Americans for 
Democratic Action at 1740 K Street W. 

I might also add that in connection with foreign policy, I have had 
some personal experience in that fi·eld, having be n assistant gen ral 
counsel of the FEA, during and after the war7 and having served in 
Paris and London for some period of time on general European 
economic matters. 

Americans for Democratic Action has consistentls urged the enact
ment of a comprehensive plan for European aid. At its national 
conference in March 1947 the ADA adopted a statem nt of policy, 
which declared: 

The vast material resources of the United States mu t be utilized to e tabli h 
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 
totalitarianism of the right and of the left. 

Shortly after the Harvard sp ech of S cretary 11ar hall, th ADA 
enclor eel his proposals as a concrete embodiment of its own recom
mendations. In a statement of September 20, the national board of 
ADA said: 

'\\-.. e regard the program embodied in the l\1ar hall plan as an ah olute n cc. sity 
for laying the foundations for an economically healthy anrl peaceful world. We 
favor the Marshall plan a a means of aving democratic civilization in Europe 
from chaos and the advance of totalitarianism ; we favor al o the necrRf'ary clome ' 
tic mea ure in support of the Mar, hall plan to' pre crve our O\Vn economic 
health. 

In December of 194 7 the ADA j sued a thorough analysi f ur 
foreign policy entitled "Toward Total P ace." Thi"' locun1C'ni, 
copies of which have been ent to all member of this committN', 
surveys our most acute and pressing foreign pr blem and con1c'. t 
the concln ion that th Marshflll plan is the high point f ur forri~n 
policy sine the war, and is e sential to the mn,intenan<'e of wol'ld 
peace. I \Vould lik to submit thi clocun1ent t the c· nuniit<'<' n.s n. 
whole, ·with the reqt1e t that it be inserted in th r · rd, n.nd t I· tlmt 
it be considered as a complete tatement of th ADA I o. iti n and 
the basis of my nee ssarily brief remark . 

Acting Chairman JA VIT . I think it i quite ext n iv f r in ·lw:;ion 
in the record. If you will be good enough to furnish us with n ugh 
copies for every committee member the cl rk \vill di tribut \ them. 

11r. LLOYD. I will do that, sir. 
ADA b lieves that this country is fac l with a world ri i cl In ncl

ing immediat and comprehensiv a tion. Th r i very indicati n 
that the industrial countries of w stern Eur pe, th old center f th 
world's commercial system, ar on th v rg f (' llap . If thi c -
nomic catastroph C'ccur , all our plan f r w rld pr p rity thr ugh 
th World Trade Organization, and th oth r international b di \ 
which we have don so muC'h to cr at , are h ad d f r failur . Th 
UN itself could not be expected to surviv . 
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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 xpect 
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 civil 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 community 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 strengthening 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. 
~.,. e 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 
agri ulture, 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 basi . 

Size of our aid: Our appropriations will have not only an conomic 
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 th war most of 
our estin1ates on relief anrl foreign needs have been undcrestin1ate . 

Ind ed I believe that the more money we appropriate at this time 
the l ss we will have to spend in the end. Today in Europe conomi 
recovery is strangled by fear as much as by shortage . Th re 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 n.nd ch ck 
thes manifestations of conomic hysteria. But if our plan ar 
niggardly and grudging the Europeans will continue to rely on primi
tive measures of economic self-protection, and trade will r 'Blain 
strangled. 

Administration of our aid: The administration 1nu t be diiciPnt, 
flex'iblc, and closely oordinated with day-to-clay drvclopinent in 
for ign policy. The orporate device, while it has it advantage , is 
lil~cly to overemphasize pur ly economic consid ration and thu b 
unable to yi lcl swiftly to th demands of foreign or d me tic p licy. 

On the oth r hand, th ECA should be an indop<'IHlcnt agrncy nnd 
not a part of tho tate D partment. To do it tn'nwn<l u job <'fi'r<'
tively, the E A must b staffed by top-n t h people from hu in , 
Government, and th ranks of th univcrsiti<' , and frOin lahor. uch 
men can only be r cruited by a chief of outstanding ability and nnti nal 
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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 off rs an opportunity for 
laying the economic and political foundations of international coopera
tion. Both tPe 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 andre
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 people of 
Europe that our aims are more profound and more constructiv 
than playing power politics against the U. S. . R. It would show 
that we truly desire to create an independent Europe, a workabl ~ 
federation, standing on its own feet and as free of our do1nination a 
of that of the Soviet. It would do much to offset the con taut 
attempts of those hostile to us to persuade Europe that we arc pre
paring the Continent for a future battlefield and planning to u c the 
Europeans as pawns for our own purpose. 

In all this, the ao·encies of the UN have a rol to play. Furth r, 
there is room in the UN for such regional groups and ns o iationR. 
The door should always be held open, Inoreovcr, t th o-enliPd 
satellite countries, provided only that they b on1 m 1ubers of tho 
club in good faith, and abide by all the rul s. 

Nationalization of industries in Europe: lVIany of th govcrnnwni. 
of Europe arc committed, in varying degree , to internal cc nornie 
programs calling for the nationalization of crtain basi indn tri .. 
In some countries these programs have b en partly put into <'fi'ect, 
in others they are still political talkinO' point . In th pa t, few of 
these countries had a frce-cnterpri sy t In in ur sen c. Bef'ttus \ 
European states arc so small, busin s thor quickly tnl-cs tlH' form 
of monopolies and cartels. It would b a tr n1cndou Inistnl ·e for th 
United States to insist upon th pcrpctun,tion of a syste.In of OWIH'rship 
which the people of we tern Europ ar \ .~crci .. ing their (ktuocruli · 
prerogative to modify. Su h change , undcrtak 'l1 in condition .. of 
political freedom, have nothing to do with conununi. n1. In fn ·L th y 
arc urged, in western Europ , by parti s whi h ar cngngcd in a d nth 
struggle against the Communi t conspirncy to in1po th \ poli ·e tate. 
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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 
intervention in economics. 

Unit d tate dor.nestic economic policy: The successful carrying 
out of the ERP \vill require a healthy econon1y at home. vVhile we 
would have a serious inflationary situation in thi country if \Ve pro
vided no foreign aid, we must recognize that for ign aid tends to 
aggra\~ate a situation already bad. 

Ve must have sufficient foresight and sufficient maturity as a 
nation to back up our foreign policy with the needed goods, even 
wherr it hurts us to supply them. ADA believes that to accomplish 
our purpo es, indeed to fulfill our destiny, we shall have to ha\"e, 
ternporarily, allocation controls over certain essential materials, the 
rationing of meat, contraction of nonessential credit, certain price 
controls, an l continued rent control. \Y e shall have to face and 
soh·e the necessity of bringing wages into equilibriun1 with the 
rising co t of living, and stablizing them at that level. Th se things 
are necessary, not only to enable t1S to upply Europe, but to forestall 
t.hat economic collapse which will bring us down in domestic ruin, 
and on \\-hich the oviets are basing their expectations and all their 
hopes of expanding their systern of totalitariani. m. 

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 state manship, we have a fair chance of creating a stable Europe 
and '-oriel peace. 

Acting Chairman JAVITS. Thank you, Mr. Lloyd. 
11r. Jonkman? 
11r. JoNKMAN. No questions. 
Acting Chairman JAvrTs. Judge l{ee? 
~Ir. l{EE. I note with pleasure that you believe in a liberal appro

priation to initiate this progran1. 
:\Ir. LLOYD. Yes, we do. We believe that at least the full amount 

which the administration has asked for should be appropriated. 
1fr. KEE. $6,800,000,000? . 
1fr. LLOYD. That is right . 
.:\.1r. KEE. I note in your statement, 11r. Lloyd, that you say that 

this should be administered by an independent agency, not und r the 
~ tate Department. Do you mean that it sha.ll not be under the 
direct control and direction of the State Department? . 

:\1r. LLOYD. We say, "Not a part of the State Department." What 
we mean by that is that it should be independent in th sen of 
having its own personnel and its own head and its O\Vn re ponsibiliti s, 
but it should be, of course, dire ted to work with the Stat D ~partm nt 
on foreign policy and to conforn1 to the foreign-policy dir tiv s of 
the tate D 'partm nt and the President. 

11r. l{EE. That is practi ally the plan as s t up in th pr sent bill 
that we have befor us, is it not? 

~Ir. LLOYD. Yes; I think that is COlT ct. 
11r. KEE. We have an admini trator who has broad p wers, with 

the right to not only con ult with, but rnn,k<' usn of, all tl~<' vern-
m<'nt departments and tlH'ir age.neies. 

l\Ir. LL YD. Yes; tlu1t is substjn.ntin.lly it. I tl inl·, h \\'<'V<:r, thn,t 
t.lt 're are som.o inclicn tions in the IH'<'sent bill to t.lw 'ff eet thu.t th 
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personnel may not be entirely under the administrator of the organi
zation. 

Mr. KEE. The present bill also provides, ·which I think you will 
agree is a necessity, that in matters affecting foreign policy the 
President speaking through the Secretary of State shall have the la t 
word. You approve of that? 

Mr. LLOYD. We agree with that. That is absolutely n cessary. 
11r. l{EE. You do not believe that it should be a corporation? 
11r. LLOYD. No. I think a corporation is likely to have certain 

advantages in the way it can handle the funds, and so on. But a 
corporation with a large board is likely not to have the neces. ary 
flexibility, and is likely to get too involved in makjng, or not losing, 
money. 

J\Ir. KEE. The bill creating this agency as an independent agency 
can be framed so as to give it a sufficient flexibility, the same as a 
corporation. 

J\rir. LLOYD. Yes; that is quite right. 
11r. KEE. We have a bill before us, dealing \vith 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 nonparti an, 
4 from each of the major political parties of the United States. 

I would like to have you comn1ent on that plan. 
1-fr. LLOYD. \Vell, sir, I think our general line would be on that, 

that such an organization sounds cumbersome. There i a d ira
bility in having proper advice and counsel from private intere t and 
representative groups in the Government. But I do not think
and here perhaps I speak not so much for AD ... \. as out of 1ny own 
experience-! do not think that a Government oprration can he 
encumbered with a lot of boards and o1nmittees, and so on, to the 
degree that your suggestion would se m to n1e to involve. 

Mr. KEE. I think that is all, Mr. Chairman. 
Acting Chairman JAVITS. Dr. Judd. 
Mr. JuDD. I have no questions now. 
Acting Chairn1an JAvrrs. Mrs. Dougla . 
1.1rs. DouGLAS. I notice, 11r. Lloy l, with orne intere t, that yon 

recommend that certain controls be reimposed. 
Mr. LLOYD. Y e . 

. 11rs, DouGLAS. If those control are not r impo eel, what d ou 
think would happen as a re .. ult of this program? · 

~1r. LLOYD. Well, J\lrs. Dougla , I am not an e onomic prophrt, 
and I am just a glad I am not becau e th y alway. een1 to be wr ng. 
But I do think that it will be increasingly diffi ult, as inflation pro
gresses, to meet the demands of the progran1 and t get the c spntial 
materials. This will have to be a selective progran1, in rnany rc p' ·tR. 
I do not sec how you can b sure of getting enough grain r 'll ugh 
steel, for exampl , without some forn1 f control t a._. urc t.lwt it 
is there. 

I do not think we can bas our foreio·n policy n the long hancc 
that we will have good crops. It seems to me that we have to g a 
littl further than that. 

On the general level of increasing price , f c ur e, if thi pr ent 
tendency continues we should hav to reappr priate every f w m nth 
to keep ahead of the price level. 
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I think that contiols 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 'vith the program and do ·what we can. 

l\1rs. DouGLAS. If we do not have controls, do you feel it will cost 
us 1nuch more? 

l\Ir. LLOYD. It will cost us a great deal more. One of the troubles • 
with the British loan, obviously, was that the price level increased so 
throughout the world, and particularly in the United States, that the 
n1oney 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. 

l\Ir . DouGLAS. Do you think there is any likelihood that we \vill 
have th se controls or can get them through? 

l\ir. LLOYD. Well, I think that is a matter in which we are very 
much inter st d and have been urging on Congr ss: 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 
doc not look as though we will get all that are n ces ary. I would 
certainly hope that we would have the necessary ones. 

l\Ir. DouGLAS. Thank you. 
Acting Chairman JAVITS. Mr. Lodge? 
l\1r. LoDGE. Do you believe that a reimposition of price controls 

would p ·oduce more goocls-th )reby help the ERP and th refore 
bring down a gradual lowering of pressure on prices? 

l\lr. LLOYD. Here you hav me out of my field and in the economic 
realm. I do not know that impo ing controls on prices would increase 
production, but there are certain clements of our economy where pro
duction is at a peak and where price increases have nothing to do \vith 
bringing new goods onto the market. Certainly in those area it 
would be possible to have controls without contracting producti n, 
and, by and large, it would seem to me that if we could once tabilizc 
this thing at some point we would get off the spiral. If \ve could hold 
the co t of living items we would have som way of getting on a 1 vel 
keel here. 

l\Ir. LoDGE. You believe pric controls do not result in a diminution 
of the supply of those commodities which arc price-controlled? 

l\Ir. LLOYD. W ll, I haven't any evidence that th y do. But, as I 
say, I an1 not an expert in this fi ld. 

~l\Ir. LoDGE. Do you think th people who produce items which ar 
prir -con troll dar just as anxious to keep on producing th mas they 
w rc befor they wer price-con troll d? 

l\~Ir. LLOYD. W 11, as uming the controls ar at a rca onabl lev l. 
W c had price controls during th war, and our productiv fi' rt and 
achi ven1cnts were never gr atcr. We had almo t univ r al price 
contr l. 

l\lr. LoDGE. You had Governm nt subsidy during th '"ar on almost 
all thos it ~n1s by Govcrnn1cnt purchases of on~ kind or n.noth ~r . 

.1\tlr. LLOYD. I think that is true. I think this is also a ne e sity: 
If you are going into th bu in ss of ·ontrolling agricultural pri •es you 
have to inescapably fa · the question of subsidi . 

l\1r. LoDGE. In other word , you fe I, if you w r th admini trat r 
of this program, that you would r )commend that th Eur p ,n.n par
t,icipating countri not only r<?taiu the price control structur they 
ha.ve but perhap xtend it and increase it. 

69082-48-59 
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Mr. LLOYD. I would recommend that they achieve stability as 
best they can. I think in all the e countries you have trem ndous 
monetary pressures. You have a tremendous monetary inflation 
which is doing just the opposite from creating production. It s em 
to me it is choking production because there i 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 o. 

I would think if you have a well-organized, well-run governm nt 
and a general acceptability of law enforcement throughout tbe country 
you can have price control, as England has had price control, on the 
basic commodities, and has kept down th cost of living ever sin e the 
war. In other countries I think it would be more or less in1pos ible 
to enforce it efficiently. 

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

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

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

Mr. LLOYD. No. I think they are a stabilizing thing, a you can 
see in England, where price control, combined ·with th ubsidy 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. LoDGE. In France, for instance, you have price controls on 
meat, and when I was there you could not po sibly buy a pice of 
mPat at the control price. The meat was sold in Paris on th bla ·k 
market, where the Government could not tax it. 

Mr. LLOYD. Yes. 
Mr. LoDGE. Does that seem to you to b a satisfact ry tat' of 

affairs? 
Mr. LLOYD. No. But I wonder how you will get along if in Franc 

you remove controls on meat and rationing and price controls. In 
Britain, on the other hand, there is very little meat, but you a ·tunJly 
get your ration at the meat store. Your pric is fixed. I think t.h 
stability of Britain during this whole period has be n du to th' 
rationing and price control of basic itcn1s n1ore than to any Uwr 
factor. 

1-lr. LoDGE. I can envi ag situabons in which pri P contr I nrc 
necessary, but I an1 inclin d to think that in order to cure thr 'ttu e 
we have to think of other things be ides. 

11r. LLOYD. I quite agr e. I think control of credit expansion i 
one of the items, as \\-... ell as n1any other thing . 

1\tfr. LoDGE. 11r. Lloyd, on the last page of your testirnony, und('r 
item V, you say: 

Because Em opean states are so small, business th rc quickly takes the form 
of monopolies and cartel . 

That int<\rrsts me brcausr, as I srr the ERP, OIH' of its mnjor 
objectives is to frclrratr Europe rconoinicnlly, to <'n'n L<' vhn t I 
would call a sort of United tat'S of Europe in whieh tht> importunt 
thing would no longrr h<' that EurOJH'Hn stnt<'S an' sinnll hut in 
which tlH're would be the TNttion of a Euro1wnn < <'OllOini • stru ·tur 
rather than a structure of spparatt' Europ 'H n nat ions. 

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

Mr. LLOYD. That is correct; yes. 
Mr. LoDGE. And, in that case, according to you, there might be a 

gradual denationalization and desocialization, if you like, of those 
various industries, would you say? 

~fr. LLOYD. 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. LoDGE. Thank you very much. 
Acting Chairman JAVITS. If there are no other questions, I would 

like to ask you a few questions, 11r. Lloyd. 
First, would you be good enough to tell us or present for the record 

at a later date the composition of the A1nericans for Democratic 
Action the number of members or chapters or in a.ny other form so we 
get some idea as to the composition of the organization? 

l\Ir. LLOYD. 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? 

l\1r. LLOYD. Nothing very accurate. The membership is by 
chapter. I think it is probably somewhere around 20,000 members 
DOW. 

Acting Chairman JAVITS. I notice on page 3 of your statement you 
say, "Congress might well include in the legislation 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. LLOYD. Well, I refer here only to the resolution introduced 
by Senator Fulbright and Senator Thomas of Utah last session. 
Perhaps we could get you something a little more specific. 

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

l\1r. LLOYD. Yes. 
(The information referred to is as follows:) 
To carry out this idea, I would sugge t inserting at the conclusion of secLion 

2 (a) of the State Department bill (II. R. 4840) the followings ntence: 
''It is further declar<>d to be the policy of the United States to ncouragc such 

countries to form bonds of permanent u11ion within the framework of t.hc nttcd 
I\ at.ions, for the purpose of achieving economic unification among t lwmsel v<':-; 
and a r gional political organization in the nature of a United Htatm; of Europ<•." 

Acting Chairman JAVITS. I notice on page 4 of your nleinoranduin, 
you aslr that the doors be kept open to the so-cn.lled sntellit' <' untrics. 
I assume you mean the Soviet satellites. If tlH'Y abide hy all tho 
rules. What do you n1ean by that'? What are th · ruk you wnnt' 
thorn to abide by? 
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~Ir. LLOYD. 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 nation \Vho are par
ticipating. I feel very strongly about this personally, ~ Ir. Chairman, 
because during my period in London I was \Vorking in the Emba y 
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 cour e, 
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 natio al 
statistics on the table, and no fooling, because that is the first, pri
mary requirement of good faith in working out an economic progran1. 
Continuing on that line, you would go along on \Vhatev r else com 
up. The rules, however, would not be laid do\vn by u , but they 
would be rules which the European nations agree to use in concert 
for their mutual help and benefit. 

Acting Chairman JAVITS. I notice under part 5 of your statement, 
you recon1mend that we do not impo e any conditions with re pect 
to the nationalization of industry. flowever, \vould you see any 
objection to our imposing conditions with regard to the attainment 
of goals of production? 

J\Ir. LLOYD. Well, you could impose them if you allowed a tolerance. 
First let me get this clear. Do you m an conditions in the legislation? 

Acting Chairman JAVITS. Either legislation or by these bilat ral 
agreements we propose to make, as to how much production sh. ll 
have been attained by a certain time. 

Mr. LLOYD. You can establish targets there. I think in this ceo
nomic situation we have today with so many di turbiag clement , you 
could not hold the1n up because they, through son1 circun1stan • , 
did not reach the goal. 

Acting Chairman JAVITS. You se nothing incon i t 'nt b twP 'll 

your desires and the establishment of production t. ro· .t ? 
Mr. LLOYD. No. I think they could be estahli h 'd again wi Lh 

the concert of these nations. 
I feel v ry strongly that a lot depends on the adrnini ~ trat,ion 

of this program and we cannot exp ct to tan l off here and lay down 
the law as to what they should do \Vith steel and o forth. W' hn.ve 
to have people there who have their confidence and ar w rl ing with 
them. In that spirit, I think we could certainly tabli h pr du tion 
goa's. 

Mr. KEE. You would not impose pcnalti if th nati n did not 
hit their target, if they made an hon t ffort? 

Mr. LLOYD. If th y made an hone t ciTort. 
Acting Chairman JAVITS. Arc th r any oth r qu 'stions? 
(No response.) 
Acting Chairman JAVITS. Thank y u v 'ry mu h. 
The hearing will now adjourn unt.il torn rr w ut 10 o'clock. 
(Whereupon, at 4:25 p. rn., the con1n1itt' ·adjourn d until 10 

a. m., Thursday, February 5, 194 .) 
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HousE OF REPRESENTATIVES, 
CoM:\HTTEE oN FoREIGN AFFAIRS, 

• J,Vashingtvn, D. C. 
The committee met at 10:15 a.m., in the Foreign Affairs Committee 

roo1n, 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 :rvir. Chat Paterson, the 

national chairman of the American Veterans Committee, before us. 
You may proceed, :Nlr. Paterson. 

STATEMENT OF CHAT PATERSON, CHAIRMAN, AMERICAN 
VETERANS' COMMITTEE 

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

\\ e warmly support Secretary of State l\farshall's offer of large-scale American 
assi tance to European nation~ on condition that; they agree on a. common program 
of reconstruction 2.mong themselves. To refuse such aid wonld force Europe into 
starvation, despair, and chaos, which would make impossible the e tablishment 
of a la ting peace. \Ve propose that United States aid be used to rai ·e living 
standards, not to raise armirs. \Vhatever the cost in dollars to the United Stat s 
of this as istance, it is negligible compared to the alternative. 1'\ either p <tee 
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. 

'Cnder conditions of full employment, the American economy is cn.pable of 
providing this aid without a decline in livinr-; standards, without retn.rrlin g further 
economic development, and without interfering with appropriation: for veteran 
truinin~, rechmation, housing, public power, and other urgent needs. 

Again in November 194 7 we reaffirmed our support through an 
additional resolution which stated in part [reading]: 

1. Europe today i~ threatened with a compl te economic hrc k-dnwn, which 
can be pr vented only by imm clin.tP mHi derisive Amcriean aid. 

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

3. In Europe today democracy is strain d i o its limits by economic harcbhip, 
and may not survive any further detc-rioration in living standards. 

4. European recovery requires vi .£mrous nction hy the• crovcrnnH ,nL~ of Europe 
to improve the production alHl distrihuti n of bas· c m·cPssiLies of life. But. with
out Am rican aid, recov ry is impossible. To give this aiel is in our self-int rest. 
A collapse of the European economy and the subscqu nt destrurion of demo ra y 
there, must threaten a sound American conomy, th fre institutions of the 
United States, and world peace. 

931 
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5. An over-all program for European reconstruct ion nece ary for the achieve
ment of those economic conditions in which democracy can exi. t can be achieved 
only through an integrated European economy such a that propo ed by the 16 
nattons participating in the Pari Conference. _ 

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

7. The refusal of the nations of ea tern Europe to cooperate in the formulatirm 
of a coordinated program for European recovery make all the more difficult t.he 
task of rehabilitating the deva tated economic . tructure of both we tern and 
eastern Europe. 

The full resolution is attache& 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 A VC's testimony before the enate 
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 OF OREN RooT, JR., REPRESENTING THE AMERICAN V :bTERANS 

CoMMITTEE (A VC) 

As the spokesman for the American Veterans Committee and a. an individual 
citizen, I come here to urge favorable action upon the propo ed European recov ry 
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 xhaustion of interim"aid on 

April 1, 1948. 
3. To e. tablish clear lines of responsibility and authority for the administration 

of the program. 
In my view, the question Rhould not be how much can the United tatC's afford 

to send to Europe. The question should be how much is nece sary to save Europe 
from chaos and totalitariani m, because a Europ fallen into chaos and totali
tarianism would threaten this Nation's very exi tence. We cannot afford to let 
Europe , ink 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 prr~pcrity and 
freedom depend upon European . tability and freedom, any mor<' than some 
persons liked to admit in 1938 to 1941 that G rman and Italian military cl pr ela
tions were a threat to American . ecurity, but the one is a' true a. the other. 

We placed no limit on our war effort and, for the same reason, w must not now 
place limits upon our effort for European r cov ry. The measnrP- of what is 
needed is the measure of what we should . upply, because if Europe fails to recover, 
nothing we in Ame~ca own will be worth much for long. 

As a matter of fact, however, the estimated co. t of the :Marshall plan i. small 
compared both to the is ues at stake and to other exp nditures of our Gov rn
ment. Secretary Marshall e. tima es it at 6.8 billion dollar. for t hC' fir:-;t. year, 
with the over-all total reaching 15.1 to 17.8 billion dollar. . In th fiscal y<'ar Hl47 
thi Government spent 7.8 billion dollar for vet rans of it. past. wn.rs, in n.cldition 
to such urns as were spent by States and municipalities. As one of tho" vPtPmn, , 
it seem to me that an averag expenditure of 4 billion dollars p r y('n.r for 4 ycn.rs 
is worth while if that expenditure holds any. ubstn.ntial hop to prev nt, t,h r<'n.t ion 
in our lifetime of several million more vetNans, living and dead. 

I think, too, that the proposed exp nditur of an av rag of $4,000,000,000 p r 
year for European recovery i just as important an e"Xpenditnr(' for national de
fense as th $11,000,000,000 proposed for the :Military Establishm •nt, in the 
Pre:::;ident's budget for the fiscal year 1948. 

Including interest on the national debt, which is almo. t, entirely a wn.r dcht, 
we are now paying for past war at the rat of $12,000,000,000 p r annum. The 
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cost of any future war is incalculable. The annual estimated cost of the 11arshall 
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 you 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 forth~ 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 jealou ies 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 people in the world. Our very system of government is based upon 
the Judeo-Chri tian concept 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: 

"It is not by national isolation that these results have been accompli hed, 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 
who e minds are not open to the les ons of the world's progress, who e spirits are 
not tirred by the aspirations and the achievements of humanity truggling 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 161 1947, PHILADELPHIA, PA. 

Whereas, 
(1) Europe today is threatened with a complete economic break-down, which 

can be prevented only by immediate and decisive American aid. 
(2) Political democracy 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 ba ic ne cssities of lif . But with
out American aid, recovery is impossible. To give this aid is in ours lf-int rest. 
A collapse of the European economy and the Rubsequent d Rtruction of d mocracy 
there, must threaten a sound American economy, the free institution of th nited 

tatcs, and world peace. 
(5) An over-all program for European reconRtruction n cessary for the achieve

ment of those economic conditions in which democracy can xist can b achi 'ved 
only through an integrated European economy such as that propos d by the 16 
nations participating in the Paris conf rene<'. 

(6) Th domination of Europe by a r constructed Germany can b avoided only 
within the framework of such an integrated Europ an conomy. 

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

Therefore, be it re olved that: 
(1) The American Veterans Committee--
Reaffirms its endorsement of the ecretary of State Mar hall's program for the 

reconstruction of Europe through economic as istance 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 increa. e 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 economically or politically. 

(3) The offer to participate in the :\1arshall plan be kept open to all European 
nations, in order that the complete integration of the European economy neces
sary to full recovery may be attained. 

( 4) vVe 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 11r. 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 A VC: 

1. Thei·e 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 bern 
estimated that it will take two full months from the passage of th 
bill until supplies actually arrive in the other countri s. In setting 
up the administration of tho program give it flexibility and incor
porate the experience gained through the war period. :Nir. Root 
points out that: 

It seems to me that our whole effort to prepare for th war was tremc•ndou. ly 
retarded bv the fact that not until the creation of t lw "\V n.r Prorl.ucf ion Ho.trd 
did we ha,:e anything like a unified direction of our industrinl effort. \\£' mu t 
not repeat that confusion. Per onal jealousie::;, departmental jealou:-;il'H, vPn 
jealousies between the executive anrl. legislative branch f.; of the Govemn1rnt., 
are too high a price to pay when the Rtakes ar . o great. ongr 'S,_ c:.umot •lim
inate tho e jealousies from human nature, but Congre. s can ~ ,t this proo-ram up 
in such a way that their effect will be reduced to a minimum. 

No other country can mobilize like America can on son1 thincr 
it really feels is essential. The crucial question is whether w aro 
able and willing to take necessary don1estic steps to set an exa1nplo 
to the rest of the world of how they should put th ir own hou in 
order. 

3. The Ruhr should be internationalized. rmany and its p ople 
are unreconstructed. I am sure members of thi o1nmitt saw 
Mr. Sumner Welles' recent article in the New York H rald Tribune 
in which he described our de-Nazification program as a" tragic far " 

While we admit some improvem nt in G rman conomy i call d 
for, it is essential that German production b geared for th b n fit 
of the peoples who suffered at Germany's hn.nds. 
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Our primary objective is to revive economies of ERP nations, and 
Germany only to the extent necessary for her to upply nece sary 
goods. The Ruhr houlcl be put in th hand of nati n 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 Congr , th reby 
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: 

PROPOSED REsOLUTION oN INTERNATIONALIZATION oF THE RuHR 

Whereas increas d industrial output in Germany i deemed to be 
essential to the revival of the economies of the 16 ERP countries; 
and 

"Therea the Ruhr contain the bulk of the indu trial facilitie whose production 
i: important to European economic revival; and 

"\\ herea. all report from Germany te tify to the continued prevalence of K azi 
ideology amon<T the German people; and 

"
7herea certain of the pre ent key managers of Ruhr production have in the 

pa t been out tanding K azis and prominently connected with th G rman cartel 
which in the pa t dominated the European economy; and 

'Vherea the ucce s of the European recovery program d pends on the elimina
tion of the force which in the pa t have worked to the detriment of the peace of 
Europe: Be it therefore 

Resolved, That the United States propo e that the Ruhr he placed under the 
joint international admini tration of the 16 nations participating in the European 
recovery program to in ure that it production facilit.ie' ar u;·<>ct for European 
economic revival without creating a new menace to European peace. 

orne of the production men, as I say, have been outstanding Nazis. 
I think of Heinri h 1\...ost and Heinrich Dinkelbach. I believ Dinkel
bach was the chief paymaster for the azi Stahlwerke whi h wa the 
board of directors of the st el cartel, and I believe it n1ade a ontribu
tion of approximately 50,000,000 marks to the azi Party. 

I understand h is now in charge of steel pr duction in the Ruhr. 
The arne with Henrich Kost, who was th right-hand man of Fritz 
Thys en during the early days of building up T azi econon1y. 

4. There has been considerable talk a b ut the de irability of ap
pointing business administrators for this program. We ugg st you 
placr ju t as much emphasis on labor repr<'"'t'ntation in thi"' pro<,.ranl. 
The bulwarl~ of American dcm 'l'ttcy abr ad Intty wdl hn ve to be th 
dt-rnocratic trade-union mov 'ffi 'nt . Att. ·1-m·s of this prognun in 
hurope havt' called this prognun an imp<'rialistic, cnpitnli ti · ru n<k. 
\Yhat b 'tt 'r answer ·ould t.ht'l'' b' than to inslu·e full n'pn•. Pntntion 
of the American lab r ll10VPll1 'nt in the p licit'S aiHl adntini trution f 
thi progrnrn and thereby how the pPopk of t.he \\ orld that the 
An1cri an worl-er ar' a tivdy lwhind thi. opera t.ion'. I HJ' thi ... n 
on' not conncct<'Cl in any way with the Am 'ri ·nn lahor Inovenwnt. 

5. The motiv of the Europ an recovery progran1 ar und r · n-
tant Communist attack. The charge that Unit d States aid is 

inspired by an imp rialist desire to exploit th pcopl s f Europ hn 
taken root among the not inconsi<l rablc numbers of Inn1unist 
Party mcmbrrs and support rs in we t 'rn Enrop 

This argun1 nt can best b n1 t by making it cl n.r that thi aid i. a 
direct contribution from the Unit d ~ tat s tn..·pn.ycr t th l~ur pcan 
people. Th provision that up to 5 p rc nt f th mon y appr priatcd 
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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 
continue to hold on to their private hidden investments in the United 
States. 

Immediate steps should be taken to assure that such private a ets 
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
m ntalloans of th e nations. This is no time for certain European 
individuals to shirk their responsibility for th recovery of their own 
nation. 

I have not gone into Mr. Root's testimony, and have only gone into 
those things which he ha not discu sed. 

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

As is usual at these hearings, following such a statement, theses ion 
is thrown open for questions. 

Mr. J onkman. 
Mr. JoNKMAN. I have no questions, Mr. Chairman. 
Acting Chairman JACKSON. Mr. Jarman. 
Nlr. 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 h adline in th pap r this 
morning, and decided later to read an article along the line of the 
investments in this country that you spoke of. 

Mr. PATERSON. 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. JAVITS. Mr. Paterson, I am v ry much interc ted in your conl

ments about Germany. That is a subject which is v ry n1u h bd r 
us, and I must say it is th first time thnt I hav h anl this id 'it thnt 
the cooperating nation should tak . over the InarUlgen1 'nt f tlw Ruhr. 

Now, will you tell us in detail, by what diplomatic and proc dural 
steps you would accomplish this obj ctivc? 

Mr. PATERSON. I must say that th actual aclmini trativ pha of 
it I have not gone into very d eply. 

As I said, I tried to translat a r s lution that had b en pa d at 
one point, calling for internationalizu,tion of th Ruhr. I helirve nt 
this point, for example, with the combination of Mr. inl lbu h and 
oth r gentlem n, th y are th top p opl in "Bizonin.." I d n t 
know wh ther this would mean a pulling out of America. If it wer 
internationalized it would certainly in lud th so oth r 1 c untri . 

I b liev the steps could b ' tal~ n if \V w 'r de term in d to d it 
because Britain and th Unit d tat do control tho c tw zone n,nd 
there is no reason in the world why through th nited Nations, me 
program like that cannot be carri d out. 
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Mr. JAVITS. Is it not the fact that any internationalization of the 
Ruhr discussed in the past has been four-power internationalization? 

11r. PATERSON. As you will know, I did not restrict it to that. 
Mr. JAVITS. Would you tell me how the "Cnited 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. I 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 R uhr at this particular time. 

Mr. JA VITS. Would you like to submit' a detailed plan by which 
the 16 nations could jnternatjonalize the Ruhr? 

l\fr. PATERSON. Yes, I would be glad to do that. 
(The information referred to is as follows:) 

FURTHER INFORMATION ON A PLAN BY WHICH THE 16 NATIONS PARTICIPATING 
IN THE :MARSHALL PLAN CouLD 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 compen ations being paid to the public 
or private owners of these industrie and resources. The economic admini tration 
of the Ruhr should be vested in these nations. A commi ion elected by the e 
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 per onnel, not formerly connected with 
the X azi or with German cartels. Ianagement personnel houlcl be appointed 
by the members of the 16-nation governing group. The term of transfer of the 
Ruhr resources to this consortium hould provide that the commi ion allocate 
all coal and steel products in the Ruhr and Rhineland on a percentage ba is to 
the various nations, including Germany, requiring these resources to meet their 
stated goals under the Mar hall plan as stipulated by the Pari Conferenc in 194 7. 

Mr. JAVITS. Now, you s3y Heinrich I{ost; and what is the first 
name of Dinkel bach? 

1.-fr. PATERSON. Also Heinrich. 
l\fr. JAVITS. That they are now leading industrial manager in steel 

production in the Ruhr? 
1fr. PATERSON. Steel and coal. 
1tfr. J A VITS. And they have a Nazi record? 
Mr. PATERSON. Yes. 
Mr. tTAVITS. Would you submit for the record the detail of th ir 

past? 
1fr. PATERSON. Yes. 
(The information referred to is as follows:) 

DETAILS OF THE pAST OF HEINRICH KosT AND HEINRICH DINKELBACII 

HEINRICH KOST 

In October 1947, de pite the strenuous opposition of France, th Netherlands, 
Belgium, and Luxemburg, the military government in Bizonia decided to relin
quish to German officials the authority of production as w 11 as allocation of 
Ruhr coal. A German coal management was cr atcd forth purpose f r viving 
the coal production of th Ruhr. Heinrich KoHt was appointed gPn ral ma11n.g r 
of the German coal managem nt (New York Times, Octob r 27, HH7). 

Heinrich Kost was a well-known G rman min managrr who hecam g n ral 
director of the Rhine Preussen o. just as Ilitl r cam to pow r. The Hhine 
Preus en Co. is one of the largest of the Ruhr coal produc •rs. Th company 
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forms a part of the famous Haniel Trust which L one of the large t concern · of 
Germany dealing with coal, steel, rolling stock, etc. The Haniel family ha 
become tremendously wealthy under the AT azi regime. Heinrich Ko. t ha been 
connected with the Haniel Tru t for a number of year and during World "\Var II 
held directorships in several major indu. tries and cartel . The cartel 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, year.~ before the Nazi Party put 
pressure on busine smen to take out membership. Becau e of this fact, and be
cause of Kost's intimate association with Germany' major cartels, hi appoint
ment as manager of the Ruhr coal production wa 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 Commis ion were also 
prominently connected with the Nazi Party or working very closely with it. 

Among the representatives of the German mine owner special mention mu t 
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 .... T azi bank ·, 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 indu try which i 
so vital to the recovery of Europe, the W ashiugton World Report of D cern ber 
16, 1947, made the following comment: "Allied officials take the po. ition 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 Dinkel bach is a notorious Nazi, a member of the board of director 
and the financial brains behind the Vereinigte Stahlwerke. He has been as o
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 teel cartel in Europe. Through 
Dinkelbach millions of marks were paid to the Nazi Party. 

The Vereinigte Stahlwerke was established in 192G by Vogler, Poen. gen, and 
Friedrich Flick-recently tried as a war criminal. The influence of G rmany's 
leading iron and steel combine extends beyond its affiliates both op n and on
cealed. The Vereinigte Stahlwerke holds the larg st quota in the strat<>gic 
Rheinisch Westfaelische Kohlen Syndikat which control about 75 percent of 
Germany's coal industry. The Vereinigte Stahlwerke also controls, indirectly, 
the International Steel Cartel in Luxemburg. The political influence of er
many's largest steel combine was not ba ed on the number of its directors in th 
German Parliament, but aro e from long association and support of pan- rmnn 
and Nazi movements. The Vereinigte Stahlwerke wa behind the ai',i dri\' or 
military conquest. 
f: The records found by the military authorities in 1945 in the offiC(' of t.h Vcr i
nigte Stahlwerke in Dusseldorf revealed that Dink fbach was closely allied with 
the Nazi policy for a number of years. When he was appoint d by t h British 
to become the chief trustee of the iron and steel indu try in the British zon , hi' 
membership and activities in the Nazi Party were d lib rat<'ly v rlookcd. 
Soon after he came to power and by virtue of his new po~ition he 'UCC edc<l in 
freeing 27 of the 31 high officials of the Vereinigte tahlwerke who had be n pre
viously arrested as notorious Nazi criminals. It is not worthy that th majority 
of the Vereinigte Stahlwerke high officials were members of Nazi criminal organi
zations such a the SS and SA. 
~ The well-known London weekly, News Revi \V, of AugnRt 7, l!H7, d 'Hcrihccl 
Heinrich Dinkel bach's present position in the following term.H: "H 'rr II 'inl'ich 
Dinkelbach holds in Germany torl.ay the plac one occnpi d by Httch powerful 
figures as Alfred Krupp, Hugo Stinnes, and Augnst ThysH n. He is their direct 
successor. He is the Ruhr inrlustrial magnate, mod l 1947." 

Dinkel bach's activities were described by t.h "run we kly in th following 
terms: "Within the limits of disarmament and four-pow r lcvd of indnHtria.l 
projects, he is reorganizing the whol set-np (the I nhr indnstry). He had the 
same kind of a job under the Nazi from 1933 to 1939." 

The prominent French ne wpapcr, L'Ordr , reported last year thn.t. hi' :.;on, 
Friedrich, who distinguished himself in his fightt:i a a memb 'r of th · S ', was 
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liberated immediately after German~v's capitulation and was ret'lrned to Dussel
dorf where he is now working with his father. 

Dinkelbacli is no\v planning the revival of Germany's heavy industry from the 
Xorth Cumberland House in Dusseldorf-the house which was formerly c&lled 
the Stahlhaus, where the leaders of the German heavy indllstry used to ·meet to 
plan the conquest of Europe. In 1926, when the giant Vereinigte Stahlwerke 
wa formed, Dinkelbach wa appointed to the job of welding the numerous 
concern· that went into the combine into one workable, self-supporting "from 
the earth to the finished product" machine. He i now planning to rebuild the 
same machine with the blessing of the British authorities. 

1v1r. PATERSON. The information I gave was that he was mentioned 
in Mr. Thyssen's book. The two of them are listed 9-S members of 
the board of directors under Hitler at that time. 

11r. JAVITS. 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. PATERSON. There is no question of not reviewing it. 
lvir. JAVITS. Suppose it is decided that $6,800,000,000 is wrong, 

that it should be $6,600,000,000. Would you see any objection to 
reducing it? 

11r. PA'I'ERSON. 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 
Inust say I have taken at face value the 'staten1ents 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 relief program than 
a recovery program. 

Mr. JA VITS. You do not for a minute desire us to take your state
ment as meaning that we should not review the amount. 

Mr. PATERSON. No. I did not want to go into detail. 
11r. JA vrTs. I notice you oppose this provision with respect to the 

guarantees of An1erican 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? 

:Nlr. PATERSON. I must say 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 arc 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 cxpres ed 

themselves on this issue of the reindustrialization of Gcrnutny'? 
11r. PATERSON. In the resolution adopted in July that I ref rred to 

briefly that is not attached here. One of the statements in it is ~.and 
that, incidentally is the reason it is probably not r cmpha iz )d in 
tho November resolution [reading]: 

We recop;nize the danger that American credits may be miHused to rebuild 
German military strength, without inspection and controls as aft r 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 we 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 propounded 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. PATERSON. 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. Kline, 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 is 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. KLINE. It is a pleasure to appear before this distingui h< d 
committee, for there are perhaps no more important com1nittces in 
the world today than those of the United States Congress which d al 
with foreign relations and foreign affairs. 

I, along with millions of other farmers, share the deep conviction 
that our Nation must meet the responsibilities of world lraclcrship. 
Less than 2 months ago our voting delegates, representing over 
1,275,000 farm families, or approximately 57~ million farm peopl in 
45 States and Puerto Rico, adopted a strong resolution on int rna
tiona! cooperation. The parts of this resolution dealing with the 
recovery plan are as follows [reading]: 

We favor cooperation, within our productive and financial ability, in the 
:European recovery program. Foreign-aid programs should be bas d upon the 
principle of helping the people of the various nation. help th mselv s. o pro
gram of help is good unless it will les. en the need for aid in th fntnr . It is 
essential that steps be taken to help war-torn nations restore d p ndabl value 
to their currencies and expand industrial production, as well as th prodncLion f 
food and fiber to raise their living standard and re tor th ir abiliLy to carry on 
normal trade relations. 
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Expenditures for relief hould be con idered as part of the co t of the war and 
handled as such. The expenditures for capital good , however, should be con
sidered as loans and means provided for repayment. "\Ye favor a policy which 
will encourage the making of private loan and inve tment. abroad. "\Ve believe 
that private foreign investments can be mutually beneficial to both this Nation 
and the receiving nation. 

"\\ e favor thee tablishment of a biparti an commis ion appointed by the Presi
dent and confirmed by the Senate to admini. ter the long-time aid program, 
which mu t be clo ely coordinated with the activities of the Department of State, 
the Department of Agriculture, and other intere ted Government agencie . In 
the formation of the commission, agriculture hould be given adequate repre enta
tion. 

"\Ye hould make certain that the aid is u. ed for the purpose intended. The 
indivjdual recipients of any aid should be informed that thi aid came from the 
United tate and was produced by free people working under a y tern of private 
enterpri e. 

The paramount question in the minds of millions of farmers is, 
Wha,t 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 <Jpportunity go by 
default. It has been afforded us by the victorious conclusion of the 
n1ost co. tly war in the history of the world. "\V e n1ust carefully weigh 
the co t and yet let us never forget that war is the most horribly 
expensive of all methods of settling international disputes. 

Our Kation finds itself in a position of world leadership involving 
n1any new and grave responsibilities. We must accept this challenge 
in the san1e fearless manner as did our foreiathers in making the most 
of the opportunities out of which our ancestors created this great 
den1ocrac. r. American fnrn1er are proud of the splendid bipartisan 
n1anner in which our foreign policies have been handled sine VJ-day. 
\Ve wish to commend the Congr s for the fine state manship dis
played and sincerely hope it will continue. 

'l'he American farmer is a strong believer in the private enterprise 
ystem. He feels that one of the major long-time contributions that 

can be made to civilization is for this country to maintain a trong, 
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 sam time 
1-nocking at our doors, seeking the fruits of our productive enterpris s. 
The farmer has learned, through bitter xp rience, that w annot 
isolate ourselves from what is happening to other segments of th 
economy. We are all dependent upon on another. Likewi , he ha 
learned that this Nation cannot isolat its lf from what is happ ning 
to gov rnments and people in oth r parts of the world. 

vVe realize that thi aid program will cause om temp rary hard-
hip upon this Nation; but it is our con vi tion that, if th pr gram i 

handled wisely, our Nation is strong enough to meet thi chu.llcng 
through th privat ntcrpris sy tern, and will not have to r . rt to 
a regulated economy, for ign to our democratic prineiph . 

It is of extr me importanc in any aid program thn,t rccipirnt. h 
clrarly informed that this aid. was produced and furni. lwd hy thr frc 
people of th United States. They should furtlwr J ~now thn,t nn1eb f 
it has b n furnish d without hop of rewn.rd oth r thn.n tl.uti f a 
prosp rous and p ac ful community of nations. 

It has been my privil g to hav brrn in hur pt' thr<' tin1r within 
the past 4 years-one during the war and twice since thr wnr. I urn 
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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 economic 
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 probl m. 

The administration of this long-term aid program pr sents 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 
result 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 tim 
it is necessary to realize that this aid program has a number of impacts 
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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 \vould be to establish a 
bipartisan commission of six members, with the Secretary of State 
or his delegated representative serving as chairman, and the other 
five members appointed by the President and confirmed by the 
Senate. 

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. 

\Ve believe the program should be financed out of current receipts 
of the Government. We believe that past history indicates that 
n1any of the loans made under the program for current consurnption 
may never be repaid and that it might be a mistake to establish too 
rigid conditions for the repayment thereof. V\r e feel, sir, that we 
should strive to make loans for capital goods on a business basis. 

\Ye 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 An1erican 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 
n1arkets. 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 produc d 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 th re are possibiliti s of main
taining permanent markets in Europe which would prov very b ne
ficial to American agriculture. 

Adjusting our expanded volume of wartime production to p a e
time demands will be easier if we have foreign mark ts. Th r ha 
been a close correlation between the amount of und sirabl r gim n
tation that it has been necessary to place upon agri ultur in the past 
in order for farmers to survive, and the volume of foreign trad . 

You will ask, "Can American agricultur stand the impact that thi 
program may have upon it?" I believe it an. Th pr gnun calls 
for exports of less than 10 percent of our production of fnrm rna ·hin ry. 

69082-48-60 
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While this is a slight increase over what has been exported in the 
past, it is 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 progran1 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 diseussing 
this aid program. We wish that now, 2_% years after the war, a 
permanent solution to the problein of peace had been effected, or was 
near at hand. 

This, however, is not the case. vVe 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 iin
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. W 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 b the 
major concern of both parties, that this thing be consider d 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 about it at all. I have 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 "rith 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 con tinui.ng 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 is 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 
time 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 v.'"hich 
they enjoyed prior to this war, a relatively high standard of living and 
some hope. 

Tho citizens who are willing to work and have some initiative 
must have so1ne hope that if they work hard and do their be t 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 o disorganized that they do not fit the peoplP th re. 

There is always the thr at of an inimical organization in Europe in 
orne form with which we cannot get along. We are convinced we 

are not experts. However, al o, there must b coordination between 
the State Department and the administration of European r covery. 

It would be a tragedy if the United States, with the amount of 
re ources which will inevitably go into this ffort, if we wer to hnndle 
it in uch a way that we were at loggerheads with oursclvc . 

W have suggest d that th re ought to be an admini "trator who wa 
either appointed by the Seer tary of tate or someone appoint d by 
him. We think also, though, that we ought to coordinate thi thing 
by having appoint s of the Pr idcnt confirm d by th <.~nat . 

The Congress has to be tied into this thing. We do hav to over
come the tendency which the State Department has to do thin{)' and 
tell us about it afterward, and not to have the people in n the propo i
tion as it goes along. This European recovery program is big busin ss. 
1 t will concern the distribution of vast quanti tie of nutt rials. It is 
nece ary to have it well administered and th 'tate D partm nt is 
not set up for that sort of thing. 

It is a little complicated and as we suggest h re, p rhnps a c mpro
nlise that might be worked out would be bettor than s In of the 
proposals which were made to start with. 

That, Mr. Chairman, concludes my ornl stat In nt. 
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Acting Chairman JACKSON. 11r. 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 ?{ation 
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. KLINE. 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 n1ore 
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 work r it 
is well to remember that Europe lived by trade and that her population 
cannot possibly exist on the soil as it is. , 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 n cessary 
to get export licenses and import licenses, and with various cont.r ls 
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 Europ . 

I am not at all sure that they are an easy answer. Black mm+ ts 
go right along with the luxury markets. The inflation show up 
inevitably . 
. When we come to this time when some people in America might say, 

"Now, we better introduce this other syst m because our system of 
relatively free markets is not working so well," then I would want th 
opportunity to look it over rather carefully. Th y would then be 
saying, "This is a rather terrible emergency." We would then have 
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to gage \vhether we might be able to get the sort of production which 
was essential and still throw in these controls and take off administra
tiv-e ability, in order to manage the controls. I think \Ve are quite a 
long way fron1 it now. 

In food, we exported about 7 or 8 percent. Pound-wise we sent 
about 13 or 14 percent of the domestic distribution. 

11r. JoNKMAN. If you were convinced that '\\'i.th 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? 

1lr. I(LINE. 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." 

11r. JoxKMAN. If we are trying to save free government in the \Vorld, 
and the Western Hemisphere is the only place where it exi ts, will we 
gain anything by releasing it and abandoning it in the Western Hemis
phere, a compared to our own interests or world interests? 

11r. I(LINE. The most important thing in the world today, both 
from our standpoint and the world's standpoint in my opinion, is to 
make this American system work and make it be successful. 

11ake it successful both in the production and distribution of goods. 
1,1r. JoNKMAN. That does not answer my question. Is it working 

if you go into a controlled economy? 
11r. I(LINHJ. No. 
11r. JoNKMAN. That is all I wanted to know. 
11r. I(LINE. That is almost too much, because the fact of the mat te · 

i thnt we have many controls in this country which practically ev 'ry
one is in favor of. We do not have complete free enterpri c, sir. 
\Ve have all sorts of little abridgments. Such as the Federal Power 
Commission and the Interstate Commerce Comn1is ion. 

T obody is in favor of letting the railroads set the ·ates by them
selves yet. It is an infringement of free enterprise, to set up a conl
mission to restrain thein. 

I think the n1axin1um amount of free cntcrprist' willrnake this thing 
work, with the minimurn amount of controls thn,t will be in the public 
intere::,t as we go along. \V e hu\ e to appraise that from year to Yl't r. 

~Ir. ,Jo~KMAN. That is all, 1\fr. Chairman . 
... Ir. ,J ARl\LL . Your appearn.nce here brings plPt"L. ant n1 rnorit'S to 

nw. First for the very fine and patriotic n.ttitude your grent orgnni
Zlltion has alway takrn since I have b en in the ,ongre ' ', on uch 
lnoinentous problrms a this . 

}qa-tlwnn re, it brings equally pleasant recollections of n \ l ry fine, 
dc,li~htfnl, able southern gentleman from n1y StatC' who bn., hPn'tofor 
apppar din the capacity in which you appear today, and \\thid1 enpn ·
ity you ha\ e now takt'n. 

I un1 sur you r<.'alize that in tepping into the sho of Ed 0' rnl 
you haY<· stepped into large hoe . 

Howpver, from what I have already heard of you, if thrre i~ anyone 
in your organization capable of filling those shops I bclieVl' you ttr 
the nuu1 and I congratulate you on the opportunity \\ hiC'h i.' your . 

1Ir. }{LINE. Thank you, both for myself and Mr. 0' nl. 
~Jr. JARMAN. It is highly appropriate, I bdic'VC', tlutt \\ lwn you 

RPP<'ar before thi om1uitte ., that it 1 e preHidrd O\ t'r hy n mu.n, \\ h 
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although a very junior member of the committee, is a di .. tingui hed 
member of the committee and the Congress from your tate. 

I just said awhile ago when the previous witness wa 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. LoDGE. Hear, hear. 
Acting Chairman JACKSON. The young man also thanks you. 
1\ir. JARMAN. I am going to read your statement very carefully, 

because I like so much the first sentence of it and I hope the con titu
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 tho e of the 
United States Congress which deal with foreign relation and foreign affair . 

I hope our constituents enjoy that same appreciation. 
Mr. KLINE. Am I to understand from your comment that I am 

from California? 
Mr. JARMAN. That is what I understood. 
Mr. KLINE. Well, I am from Iowa. It is practically the same thing. 
Mr. fJARMAN. I beg the pardon of the gentleman from Iowa, for 

suggesting that he came from California, but it is just next door. 
1fr. l(LINE. Both in the same great country. 
Mr. JARMAN. I was misinformed. 
Now of course you are not technically versed in this, I am sure but 

in view of the q.uestion propounded to you by the gentleman from 
Michigan, I am \Vondering if you have studied the question sufficirntly 
to have a definite opinion on this question. As you kno\v, the amount 
suggested and requested in this testimony as being necessary to accom
plish the purpose we all feel must be accomplished for the fir t 15 
months, is $6,800,000,000. 

There are proposals to reduce that amount. I do not believP and 
I hope there is no proposal to r~duee it so drastirally 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-third the good 
toward the end we want to accomplish, that $ , 00,000,000 would? 
In other words, would two-thirds the amount of mo1wy aceo1nplish 
two-thirds the good? 

Mr. l{LrNE. Mr. Chainnan, I believe the an wer would be no. 
However, it is difficult to give a well-cbnsiclered answer. Thi. i in 
terms of billions of dollars and it has to get dov.,·n to terms of relief on 
the ground and rehabilitation. 

It does, however, bear on the statement whi h I made rally: Th 
most important thing in Europt' is t g t reco t•ry of Europl'nn pro
duction. We are faced with the ab olut nccc sity f nssi ting with 
food. If we go far enough and do quite a. liitl bit with food, and 
quito a little bit to meet the oxigen ·ie as we go along, but do not do 
anything about getting their own progra.m of r Looling 'tarted, then 
it ·would b true that this mon<'y would not a ·ompli. h p rcentng -
wise the total that it was of the total expenditure, bccaus(' wP 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 \vas 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. 

1fr. JARMAN. I believe that such a 'reduction would reduce the 
effort largely to a relief rna tter which would either have to be con
tinued year after year, or we would have to stop it, whichever was our 
choice and we woula not get to the real productive part of the program 
which is rehabilitation and the commencement of construction. 

1\Iy agreement with your statement was what prompted my ques
tion. Thank you very much. 

Acting Chairman JACKSON. Dr. Judd. 
~fr. JuDD. 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 
mornina that you brought your own shoes and are filling them very 
admirably. 

I think vou 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 rnorn1ous 
capacity but which are not now operating at anything approaching 
full capacity or not operating at all, and some of which have even 
been dismantled? Did you go into that problem? 

Mr. KLINE. Yes, sir; we visited with the folks in connection with 
our military administration over there, about the whole fertilizer 
problem, and particularly the nitrogen problem. We vi ited with the 
joint administrative officials of the British and Am rican z n at 
Stuttgart and we had a number of conferences with Gcrn1an official . 

Vv e met with the board of directors of a cooperative. We n1et al o 
with the Gennan administrative officials under the j int admini tra
tion at tuttgart. 

It is agreed there on all sides that there is capacity to pr due the 
nece sary nitrogen. 

I did not go through the plants and it would not be of Inuch h lp 
if I did becau e I do not know anything about nitr g n plant . 

The iinmediate difficulty is coal. I pre ume you have h<\ard that 
story a great many times. 

It is my own impres ion that the most i1nn1ediate nee s. ity f r the 
improv ment of agricultural production in our zon in Gcnnany is 
fertilizer. The production of fertilizer is an indu trial pr po ition 
and the whole thing steins back again to thi industrial br ak-d wn 
of which I spoke before. 
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1-tfr. J unn. As a farn1 expert did you 'run aero instance where in 
some of the countries Americans were trying to rai e agricultural 
techniques, methods and procedures to the level of Io·wa for example, 
and therefore were taking machines into area which did not have any 
way now and will not hereafter to get f reign exchange to buy oil and 
parts for the tractors and other farm n1achin ry \v·hich 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 
systmn which they cannot support. 

Did you find evidence of that in any countries? 
l\t1r. JoNKMAN. The gentleman is asking too much to ask that the 

level be raised to that of Iowa, the agricultural level? 
Mr. Junn. 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. 

1\tir. KLINE. I did not per onally visit any such place. I did visit 
places where the introduction of large n1achinery would be bound to 
fail, until there \vere all sorts of alternative use for people, becaus 
there are enough people to do the work with hand tool and you Inust 
do . on1ething with the people. 

However, that type of production is very inten ive. It gets every 
little foot of land. Therefore, I say the most essential thing is ferti
lizer. 

You ask about shipping machjnery which does not count. That 
has to do with the long-term trade proposition for the United tate 
which might have considerable in1portance. 

Four years ago this month I visited the Political and Economic 
Policy Club in London. And I r member the discus ion with regard 
to machin ry. Dr. Brogan, who has been in this country a number 
of times, finished off the argument. He said, "v Tith regard to a 
British farm machinery manufacture, there is no good British farm 
machinery. Ther is only good American farm n1achinery." 

We also have the possibility of developing considerabl trad h r . 
It is a sor spot with farmers because they want th rna ·hincry th 'Ill
selves and th fertilizer themselves. 

They think w should not do the things you sugg st, whi h con i t~ 
of putting machinery in places wher the people do not understand 
tractors anyway and where there is no pro pcct of l ng-rang' servicing 
of that machinery and extension of trade in that ar a, but th 're arc 
many mechanized areas wher the plants have brok n down that 
ordinarily suppli d them. 

The German tractor factories ar not in produ tion. Ther ar 
places where machinery is v ry necessary ind eel, in order to ]~ ep 
their production up. There ar also po ibilitie f a very on 1nical 
use of machin ry in some of those area , Yen though it miaht nly 
be ervecl for a few y ars until th rna ·hin •ry wor out. 

It would be most fooli h for us to end orne nutchint'ry ov r there 
and not hav enough foresight to s c that it had th apa ity to b 
s rviced. A $2,000 tractor an br ak do\vn for a 50-c •nt part and 
set around for months. 

~Ir. rJunn. There has to be some balance ancl in n1v own mind th 
extent to which w ought to g t the pcopl d 'P •nd nt upon u ha' 
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never been clear. Their shortage no·w is in American dollars, because 
\Ve are the only productive plant in the ·world that is relatively 
unscathed. 

1·Iust \Ve not try in this program, to get people so they are not 
quite so dependent upon A1nerican dollars? 

On one hand \Ve want to build up markets so wh n our shortages 
are filled, American farm-machinery manufacturers will have places 
where they can ell their products. 

However, if those countries cannot have dollars with which to pay 
for the goods, \vill they not be back here asking for loans? 

l\Ir. KLINE. That is true. This dollar shortage is just what you 
sugge t. 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 thing 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 thi dollar 

shortage. 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 intelligent 
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. 

~Ir. JuDD. Is it not true, then, that insofar as we build up these 
economies, making them dependent on thing which can b gott n 
only from America, we are lnying the foundation for the nece ity of 
n1odification f some of our import programs? 

11r. KLINE. The last statement I made could be misunder tood. 
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 gr at advantage 
in production and therefore have high wages and high standard in 
that industry, we can expect that we might profit from that by im
porting something in which some other country had -an advantag , or 
some special valuation because it might be made by hand, or o1ne raw 
material which the United States does not have in unlimited supply, 
su ·has oil. 

There are so many things that we need in this country. If we 
want to replace our supplie , we do have to trade. That is the only 
way 'to overcom a dollar ~hortage in the long run. 

11r. JuDD. I think that 1s all. 
Acting Chairman JACKSON. Mr. Javits. 
l\•lr. JAVITS. Mr. Kline, I am very much int rested in your tat -

ment here about farm machinery, nitrogen f rtiliz r and pho. phat 
ro 1- beraus ther was a hitter battle made ovrr a pn'vious bill of ur 
on the floor, on the grounds that we w re taking the br ad ut of the 
mouths of the American farmers by doing anything whi ·h in any 
way w nt along with th se progral?s that you r f rr d t~. . 

Without in any way embarra sing you r your r()'anizatton, do I 
und 'r tand that you feel thi EH.P pr pOS('S n. fnir ullocn.tion und('t' 
pre ent circum tanc s a b tw en our own IW '<h~ and I~tll'O}Wmln 'eds'? 
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Mr. KLINE. Yes, that is correct. We could use all this ourselves 
and more besides. 

Mr. JA VITS. 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. KLINE. 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 is a selfish interest. 
We are also interested in a public-relations angle. The ity man 

buying high-priced food thinks the farmer is getting w althy 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 themselv s, "\Ve 
probably will get some trouble out of this, so we better ave this 
money and be careful with it, because there are bad times ah ad." 

That does not mean that they do not try to avoid those bad tin1 , 
by any means. That is one of the reasons for having a farm bur au 
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 go~ten paid for a ship~ent of table grapes where he lost money. 
The freight rates and handhng charges are all fixed, so the price the 
consumer pays sometimes looks pretty high, yet, while the producer 
is losing money because these fixed costs stay in. 

In the distribution businPss, 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 is difficult. 
:\Ir. JAVITS. Do I understand that some program has been evolved 

in your organization which you suggest to help city dwellers meet 
t.hat situation? 

1-Ir. l(LINE. 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. I do not mean to imply that we 
should not try to improve it. 

11r. JAVITS. Has your organization been opposed to these price 
rises? 

Mr. KLINE. Definitely. 
1Ir. J AVITS. Would your organization be opposed to some broad 

scale, well financed, wid ly 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 hin1self. 

Would you gentlemen fe 1 that is cooperative with or antagoni. tic 
to you? 

Mr. l{LINE. No; I think that is very good. As a matter of fact 
I am meeting this afternoon with a small group, including the cre
tary of Agriculture, to talk with him about this situation, and how 
we can get better use of the available suppli s. 

In addition th re are some things we can do in the lin 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 th In. 

Mr. JAVITS. V ry well. 
Acting Chairman JACKSON. We will hav0 qurstion. froin th agri

cultural exp .rt of the State of Conn0 ticut, Mr. Lodg . 
:h-1r. LonGE. I am al o v ry happy to congratulnt , th ehairman, 

even though his status is only temporary. 
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I am tremendously interested in your statement, ~Ir. 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. KLINE. 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 instance. 

Wheat has been produced in this country in response to a 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, pre\var, 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 \Ve 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. LoDGE. There are a certain number of things that could be 
done under this program to relieve strain on American wheat. 

One Df the things that can be done, to take one example, is the 
agreement made recently between the Russians and British, wh .rchy 
the Russians exchange some of their wheat for part of the Briti h 
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. KLINE. I do not know the exact agreement h re 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 impossibl and a r covery pro
gram in Europe seems ever so much less likely, unless we do ha v a 
reinstatement of the complementary activities of western Europ and 
eastern Europe. 

Mr. LoDGE. I am very glad to have your stat ment on that. I 
think you have m.ade a very responsive answ r. 

That is one of tho points that we have been wr stling with h re. 
It is that question of applying to this whole p1ogram., th' ·ntn.lyst 
for revival of trade between we torn an<.l ca tern Europt>, feeling, 
as many of us do, that the insufficiency of that trad is on of tho prime 
causes of economic prostration in Europe. 

Would you also say, then, that it would be a good thing for u to 
exchange our industrial goods, our capital-goods surplus, for outh 
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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. KLINE. There is a very special urge now to protect food 
supplies in America and especially to protect again t 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 
highest 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 much 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 wh at 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 qualify 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. LoDGE. In general, you \Vould like to sec every area of the 
world, including the Orient, produce those items which it is most 
fitted indigenously to produce. 

Mr. !{LINE. That is right. 
1fr. LoDGE. With respect to the figure of 6.8 billion dollars, since 

that figure is predicated largely on the" balance of payments" basi and 
therefore is a question of ollar 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 \Vell n1ake 
it unnecessary for the Congress to appropriate such a larg sum? 

1-1r. KLINE. Th re ar certain ways of improving our situation by 
getting more in return for what we send over and thereby redu ·ing 
the net expenditure of dollars from this country, or the n t export of 
goods. 

I would likP to get it back on the goods basis. 
On the other hand, it is important to remember that th r a on this 

program is going along is becaus production in Europ i o bad. 
I have walked up and down th streets in Pa,ris, in London, in 

Frankfurt, tuttgart, and by golly there are not many things th re 
we want. 

~!r. LonGE. I-Iowev<'r would you not say that one of th oth r 
hPncfits to lH' d<'rivcd fr 1n a clcvaluaLion of <'UJTcney i~ thnt it w uld 
ahnost irwvitably n'sult in increased production tibr n<l, l'~I)(' inlly 

- with regnrd to farm product . As you point 'd out in your t< ' tiinony, 
P<'ople. are using coupons. 
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The farmer does not want to sell his produce becau e 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 produc
tion abroad, it would result in more exports from abroad and in more 
dollars abroad, anrl it might also result in a lowering in the cost of 
living in America because of the increas d import in America? 

vVould you say that would be true? 
Mr. ICLINE. Oh, yes. The stabilization of currency abroad is a 

very vital pa.rt of this thing, so the people can have confidence in 
money, so a farmer can sell a cow and grt 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 An1ericans 
could go there and buy those things. 

I asked questions of then1 with regard to these commoclitirs. 
"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 it 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 export . 

Mr. LoDGE. 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 rclirve 
the strain on our economy. 

Would that not be so? 
Mr. KLINE. Yes; that is right. Trade will be mor or lcs 

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. LoDGE. }vlay I then just follo·w up vvith thi qur tion: In 
view of the possibility that a devaluation of curr ncies may r lievc 
the balance of payments deficits of the 16 participating nation , 
within the 15-month p riod, which is the one imm diatcly project ·d, 
would you say to the Congr ss: "N ev rtheless go ahead with th top 
figure, and the Administrator may b able to ffcct sub tantial savings 
which will be carried over to future year "'? Or would you sny to 
the Congre : "Try to rsti1nnt so1nch ' whn t efl'cet. t.hPS<' <l<-vuln
ations ' ill have on balancr of pny1nent ddi ·it and tlwr 'for· 
appropriate a lovver figtu·e than 6.8 billion dollars"? 

lv!r. ICLINE. You will appreciate that your qu stion is difficult. 
Mr. LoDGE. I do indeed. 
}vir. !CLINE. I do b lievc, howcv r, that \VC should appropriate in 

such a way that we arc sure the Administrator can nvoid this propo~i
tion of just stabilizing a relief situation. It docs sccn1 to n1 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 European 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. 

11r. LoDGE. 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. 

~1r. KLINE. I do not like the word "maximum." I always say 
"the minimum." 

I would be sure that this amount was the minimum which might be 
sufficient. 

Mr. LoDGE. 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. 

I± 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? 

11r. KLINE. 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 sec in Europe succeed. 

Mr. LoDGE. Mr. Chairman, may I ask one more question? 
Acting Chairman JAcKsoN. Go ahead, Mr. Lodge. 
Mr. LoDGE. 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? 

1Ir. KLINE. 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-l think they could r lea om of 
the controls advantageously and should do so as soon as possibl . 

1-fr. LoDGE. Because the meat was ration d, you simply could not 
buy it. If you wanted it, you went to the black marl~ t. 

l\.fr. !{LINE. If they released all the control , the nwn.t \ ould di -
app ar, the first thing you know. It is a difficult proposition. 

1Ir. JUDD. The trouble, in the long run, will lw the sam<' n.s \\ ith 
wheat. W c \vcre told that the wheat plan ing in France had been 
reduced 20 percent. 

By that they reduce the amount that will l><' avnilnhle nc. ·t year, 
bcc·ausc under control tlwy do not plant as n1uch ns thPy can raisP. 

You n1ight t 11 us, if you and your research . ·p rts w nt into this 
question of 6.8 billion dollars, wh 'th ·r or not it is n, reasonable csti-
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mate. Of course, that is mer ly the total sum of some 17 or 18 oth r 
figures, and it means you would have had to go into each of tho e to 
determine whether they were realistic e timates of the individual 
countries' needs. 

Mr. KLINE. 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. JuDD. 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. I have a very interesting communica

tion here, which, without objection, ·will be ins rted in the record. 
It is directed to the con1mi ttee 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 machin ry 

exports, in that he suggests that the level of industrial developm nt in 
Europe is 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. KLINE. There might be some n1erit in it. There are s01ne 

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. W 11, 
you cannot buy 12-inch plows in this country. You see a cultivat r 
being used for cultivating small grains, where somebody guid s it by 
hand, and it has a little shovel between each of the rows, and th re is 
a man who guides it, and then there is a fello·w leading the ox up ah ad. 

We do not make that kind of machinery. 
In the area where there is mechanization, howev r, they do us 

tractors, and the Germans produced a great many tractor b f r th 
war. Ford has a big factory over there, which produce a lot f Ford . 
They are not as good as they ought to be. 

There are those areas that have a lot of mechanization, and en 
where there is a lot of hand labor there will be one tra tor or t·wo 
tractors in those ar as to suppl ment the supply and make up for the 
lack of production which has been thrown out by ward truction. 

Mr. LoDGE. Would it also effect a substantial saving in p trol mn 
products. 

Acting Chairman JACKSON. That is also brought out in th ·om
munication. 

Mr. KLINE. Yes; and petroleum is a real probl m. 
Acting Chairman JACKSON. Without obje ·tion, the communication 

will be insert d in the re ord. 
(The letter referred to is as follows:) 
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CoNGREss oF THE "'CNITED STATES, 
HOUSE OF REPRESENTATIVES, 
lVashington, D. C. , February 4, 1948. 

The HousE CoMMITTEE ON FoREWN AFFAIRS, 
l-Vashington, D. C. 

DEAR SIRs: I have ju t received a letter from Mr. J. B. Wymore, of Liberty, 
Mo., a part of which I will quote herewith: 

"I would like to express my opinion in regard to farm machinery which is to 
be exported under the l\Iarshall plan. At a recent meeting in Kansas ity of 
the implement and hardware dealers of this region, many of us expressed the 
opinion that it is rather fooli h for the United States to export power machinery 
to the foreign countries. I read many of the articles written by per ons traveling 
in Europe at the present time, and nearly all comment on the large percentage 
of tractors and po·wer-operated farm equipment which is idle due to the lack of 
repair parts and experienced mechanics and operators. I was in Europe for nearly 
1~ year , and I know from a personal experience of the abilities of farmer in 
the e foreign countrie . The people do not appreciate the abilitie and efficiency 
of modern power equipment. As many as 50 and 75 percent of the tractor 
which have been shipped to European countries ince the war now remain idle, 
becausP 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 hortage 
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 
... everal 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, 
WILLIAM C. CoLE, M. C. 

Mr. JARMAN. Following up that machinery discussion, and also 
the question by 11r. Javits, when we had the interim aid program, 
we had two amendments proposed, and they had consid rable up
port, both of them, from my part of the country, particularly. 

ne was to prevent the shipping of anything und r that progran1 
which was in short supply in thiR country. Another wu.s to pr v nt 
the shipping of fertiliz(\r as long as j t is in short supply. 

Now, I anticipate that such am nun1ents \viii be u.dvn.n '(\d this 
time. The farm machinery to whi ·h you refer and th fcrtili7.(\r
tbey ar in short supply. In fueL, nen.rly everything thn.t ' ill be 
needed for this program is mor(\ or less in short supply, i it not? 

1Ir. ICLINE. Y cs. 
Mr. JARMAN. Of cour , yon spok of the fruit fl.IHl the grnp 

That is an exception. 
Mr. KLINE. Dried fruit \Vt' can US<' for (\.·port, but n good nutny 

of these commodities arc in long supply here sirnply b cn.u ' C they 
do not fit. 

11r. JARMAN. In oth r words, i it or is it not fuir to sn.y that t.hc 
pa sa.ge of either of thos(' nmcndnwnts of which I spoke would just 

69082-48--61 
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practically ruin this program or preve.nt it from accomplishment of 
its purpose at all? 

Mr. KLINE. 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 products. 
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. KLINE. 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, lVIr. 
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. KLINE. 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 

Acting 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 Pr sid ncy. 

l-Ie was for many years a great friend Hiriam Johnson's and bus 
been president of the Los Angeles Board of Education. 

I believe you are prepared with a statement, Mr. Scott. 
Mr. ScoTT. 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 

1fr. ScoTT. l\1r. 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 is 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. 

1frs. 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, cou.rage, 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 foodstuffs could not be exportrd 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 hopel s 
campaign, the three leaders, Meagher, Mitchel, and Duffy, Meagher 
became a great fighting 9eneral in the cause of the Union, and Mitch 1 
went down south and tavored the cause of Robert E. Le 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 tlie idea that 
God created you as free and equal. We were so endowed by our 
Creator. 

Going up to the Statue of Thomas Jefferson yesterday, my heart 
was comforted by the statement on that memorial from Jefferson: 

Cn.n the liberties of a nation Lc. ecure wh n we remov<> the conviction that th se 
liberties are the gift of God'? 

The Irish are a liberty-loving people, and they b liev in a living 
God. They receive that, they seem to think, to som <vtent, from 
St. Patrick, because he was a slave on the hills of Antrirn, frorn th 
time he was 14 until he was 19. He was a slave in r.very •n, of thC' 
word to the ancient Druid Irish. JI hat d lav(•ry b 'ttu ~ h ~ pa -
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siona tely 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 
nothing 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 reactionary 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, gentlemen, that Nathan Hale had when he tied a rope around 
his neck and he said, "My one regret is that I have but one life to give 
for 1ny 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 Padrig 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 cxcutcd. 

One of the men in that battle was De Valera, now Prime Mini tcr 
of Ireland. 

We represent, I will say, gentlemen of the committee, all forms of 
American politics 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 belong to the parliamentary 
form and the American way. The chairman has told you what my 
affiliations are, but there are some hard-boiled Demo -rats around ht're. 
I have quite a time getting along with them, but I have n1anag 'd 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, r 'alizing 
their fathers and mothers were being booted out of their cottage by 
the redcoats of England, because of the exaction of th alien absent e 
landlords living on the fat of the land in England. You see th c 
Irish girls as I sa\v them, and then you see thmn as I aw thorn coining 
up the Bay of N cw York with the tatuc of Liberty in sight. I 
kneeled down before the Statue of Liberty b fore these Irish girl 
and thanked God I wa coming to a land whcr I oulcl call my soul 
mv own. 

·My little Irish mother told me when she clung m to h 'r bosom
whatever we say about those Irish, they ar affectionate people 
because the family strain and the racial strain i trong in u sh 
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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 'vill never regret it." 

That was the fighting blood of the women of Ireland that made u 
men folks feel the way we do among other things. 

The partition, gentlemen, was caused in this way: After Padraic 
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 the Irish as 
an ultima tum: 

"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 Ireland today, gerrymandered in disgraceful 
and contemptuous disregard for political rights of minorities, so that 
it would make an t\..merican city ward politician of today almost 
laugh in his sleeve at anything as coarse and ruthless as that if it wa 
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 is 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 
11itchel, 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 footstep$ of St. Patrick. It is a pr cious, 
glorious section of Ireland, and these realists and barbarians, and 
phoni s from Wales and else·where said, "You cut this off. Take it 
as it is." 

~ o from th~t time to this, on both sides of the border, they have 
been insisting on this partition line being eliminated. 

\Voodrow \Vilson said: 
\Yrll, let u. have the termination of this. Ther is tlw sclf-dctcnnim~tion of 

the Hmall nationals. Let the Irish sec whether they wan L t haL land t.o stay 
here or not. 

A bloody war was fought in this country to avoid partition. ~owe 
feel, and I say this with all due deference to my di tinO'uished gentle
men, it will probably be an annoyance to many because of my appre
eintion of what these fellows ha.ve dmw. :l\ly ~ood friend, vVill Rogprs, 
one tirne told me, "Joe, we can take our hoys and put th('Bl nnywh 'r·c, 
on top of the earth, UIHler the groulld, under the f:wa, on tlH' sen, 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 the 
buzzards, we lose our shirts, and they take us to the cleaners. 

"We have not won a single conference. 
"I was with Wilson at Paris, with the Economic Conference in 

London, I was in Washington with Harding and Charles Evans 
Hughes when we got worried about the peace and sunk Ollr battle hips 
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 corner of the 
country, is that as taxpayers this time, a little of the wisdom of \Viii 
Rogers be applied. You men sit in conference and say, "Listen, not a 
smooth clime of that money is 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 reel right now in 
Belfast. They a.re broke, and they want money, and they want 
money from the only place they can get it. That is from thi country. 
You remember in the recent war how some of our battleship 
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 oc 'an. 
Archbishop Brisbane said that the people of Australia would givr 
thanksgiving to the United States for the American Navy because 
they saved them from the J a panesP. 

But we say, at what a price. You will recall the skipper of the 
great ship on which Father O'Callahan, the Jesuit chaplain, wa 
fighting, said that he was the bravest man he had ever seen in all hi 
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 th re. But I am 
not of that tribe, and none of us are of that tribe. The Iri h b li ve 
in two fundamental things which are e sential to resi t communism. 
They believe in the right of private property, the right to have th ir 
own capital their own. That is one of the thing they have b en 
fighting for for centuries. 

The peasant fanner 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 hin1 a little while ago. They 
believe that Lincoln meant what he said wh n h aid: 

This Nation under God shall have a new birth of freedom, with malic toward 
none, charity toward all, with fondn s in th right aH God giv H u to right. 

The founding fathers believed in God and so did the Irish. That 
is why we are opposed to comn1unisn1 be au e it defi the idea of a 
Supreme B ing. With Communists there i no G d. Th re 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 thi Nation. With all due 
deference to your vi('ws, we would prote t n.gain t a , olid dime going 
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to Downing treet, London, to be sent to Belfast. That is a disgrace. 
It is a blot on civilization today. Nobody accepts it as a solution. 
That is 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 "Llster are simply the lineal descendants of the. e 

type of people tha.t poor Emmett and these other people fought. He operated in a 
country in which the Government penalized the best of the men and rewarded the 
wort. 

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, 
~Ir. Lodge, when I went to Boston in 1889, in the advertising columns 
of the Boston Globe and Boston Transcript and the Advertiser, and 
all those other papers, you saw ads "wanted, carpenter-no Irish 
need apply." "vVanted, 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, "I knew Boston in those days, with John 
O'Reilly, a n1an 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 Bo ton in those days, in 1889." 

Now Boston today is 75 percent Irisl1 and Catholic, but the Iri h 
in 1 89 in Boston clidn 't lie 011 their belli(>. .. and let people make a 
doorn1at of their backbones. Tho blood of fre Inen was in their 
veins, and they stood up a 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 t.hi side of the ;water, without 
having them shot down like pheasants. 

Practically all of thein that went over there were shot down, or 
executed, like Parnell and O'Connell and the rest of them. I will tell 
you, gentlPmcn, that you ('an look at the pages of history and find 
tlwm all, eitlu'r execuh'd n,s felons or dying of broken h arts. 

Here at least we have a chance to help Ireland and help the cause of 
Atnerica, help the cause of dernocracy and have some consideration 
for the taxpayers. 

Out in my State ' OIIH' of my <'Xtrcine Dt'nlocratic friend se m d 
to thinl~ that then' was gold bullion u.t the bottom of the Pot rna 
RiY<'r and that you .. lwuld pull tlw gold up nnd shov it over to 
England. But now the n1 n<)y com<' out of th ir wn po k t . 
Their income taxes and evprytl1i1lg elR<' have rcn1inded them that not 
a n1ooth din1c com<'S out of herr unle. it com from th taxpay rs' 
pocket. But, as fl thoroughbn'd Anwricn.n and with n littl brogue 
1ny anrestors gave BH', I n.In emphasizing it. 

I am the father of 7 children and 17 grandchildr n, and wh n 
people tell me I should h ro king in a ehair I say, "W 11, B njamin 
Franklin was a littl older than I am and he was om f How in th 

onstitutionul onvPntion. Thnt wa a great big glorious thing, 
and we ar(' glnd W<.' had hirn in that capacity." 
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So, gentlemen of the committee, you go before your con tituent 
a little oftener than my Senatorial friends on the other icl of thr. 
Capitol, and while \Ve were received 'vith great kindne 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 it 
done. 

I have not any grievance against the English, except they gave me 
the good fortune to come to America. I \vent to the University of 
London. Someho\v 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 Emer~ency 
Committee during the 4 vears from 1931 to 1935. I think I know 
something about ._the instinct of the human \\-elfare program. But, 
gentlemen of the committee, 'vhat we are concerned about here is that 
somewhere in this legislation you will put some of America's desire 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 
imperialistic despotic system." 

That is all we are asking for. I think \Ve are entitled to it. 
Let me give you one more example, including quite a clispassionat<' 

statement made by three men who met in Dublin lately from thi~ 
separated corner of Ireland. 

Two of them were over here sometime ago. One was Patricl~ 
~Iaxwell, 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 th right 
of self-determination, with Mr. Lloyd George just pulling the wool 
over the eyes of some of our wholesome citizens who could not sec 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 uprcme Court. 

This is what he sa~p.: 
Britain set up partition and could end it. The respon ibility was thrown upon 

whatever government was formed in Eire-

that is Ireland-
to show that it was inexpedient for Britain to continue it. I haven ver advocated 
physical force like Wolf Tone in the Gloriou 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 Hhrinc of 
British imperialism. The only way to end it i to make it inexpedi •nt for Britain 
to continue it. 

If it is in the red, keep our good A1ncrican dollar. out of that country. 
Joseph Stewart, who was a member of Parliament, said that while 

the Government in Wh~tehall shed crocodile tears over the minority 
groups in India, the British Government today callously ignores the 
aspirations of 80 p rcent of th Iri h people th while h1· axprf!s '<'S n. 
fear of t~e expansion on the anti-democratic philo ophy of Russian 
commumsm. 
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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 a rocking chair and behave yourself 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 record, permit me to make it plain who it is for 
whom I speak: It is for very proud American citizens, ~1r. 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 Congress at Washington-but more of that in a moment. 

I also speak at the direction of a very remarkable Irish Race Con
vention w·hich was held in the city of New York on the 22d and 23d 
days of November 194 7. I carry to you the lmanimously expressed 
"~ishes and views of that great convention. 

The sons and daughters of our American Irish were repre ented 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 Francisco, 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 Irish blood, ancl I want to tPll 
you why it is that all of them are speaking with a single united voice
a voice which cannot be denied-it is, l\1r. Chairman, becau they 
have a very deep sense of grievance. 

Let me, as quickly as I can, paint the situation for you in simplr 
and direct words. I quote: 

The countless thousands of American citizens of Irish birth or blood are smart
ing under the indignity of the forcible partition of Ireland by England. 

Those words, Mr. Chairman, a,rc taken verbatim fron1 the Inonst r 
petition to which I have before referred. And to prevent your n1inds, 
gentlemen, from formulating the quPstion: "What has that to do with 
this committeP, and with these hearings?" pcrn1it me to quote a further 
line from thr pr0amble of the pPtition: 

That England, by subsidy and otherwise, has maintained this partition against 
the voice of the overwhelming majority of the people of Ireland. 

You quickly cntrh and note that word "subsicly. '' You quickly 
catch and note, too, tho P words "* * * agnin L Lhe * * * 
ovcrwh lming majority * * *." 

1\fcanwhile, th President of the United Statrs of An1 'ri<'a ha' trans
mitted to th Congress of the United • Latrs hi~ nws~n.g<' on tlw 
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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 messa{}"e upon the spirit of de
mocracy, as he sees it. In a later press rel~ase 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 amounts of 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, l\fr. Chairman, this is the time 
and this is the place for our citizens of Irish birth or blood to be heard 
carefully anrl ·with grave consideration before further irreparable 
damage 1nay be done. 

Mistake it 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 u 
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 countie . 

You heard of the man without a country. Well, England has made my son· 
men without a land of heritage. 

But beyon'd that-my sons, thank God, have come back safe. Now they are 
raising me a crop of grandchildren. How, in Heaven's name, are tho e grand
children going to explain where their ancestral stock came from? You'd have to 
feed them political hi tory with their milk. 

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 ha hi 
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 fath r 
was Irish," or "my mother's folks came from Ireland," im1nediately 
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 I{ellys and Burkes and hea , r 
the Sullivans, who went down thoro to th ir last long sleep, or that th 
Murphys, the O'Briens and the Me arthys who were fortunat enough 
to come back from ther , would want thr. Unit0d tates of America 
to subsidize by our mon y the partition of Ireland-so that in v ry 
fact there is no Ireland but only two divided s ctions of counti s of 
which the spokesman for the leading political party in Ireland ha 
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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 thP last hundred years. That seems a 
very casual way to treat a hundred years of event-packed history, 
I\1r. 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 bv 
the oppression of the foreigner in the land of their forebears that battfe 
has also continued, and will continue until the end, ~fr. 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, thev 
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 Ir~and, 
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 mini1num 
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 subsidi s 
go 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-How AND WHY IT \V A!:i Ac OMPLrsmm 

(By Daniel O'Neill) 

PART I-11INFLAMING ULSTER" 

There were two general elections, a Presidential election, local elections and five 
by- lections in the free parl of Ireland in the period from 1943 to 1945. All th c 
election. were strenuously conte. ted. Four parties took part in them: Fiannn. 
Fail (Government), Fine ,ael (principal oppoF>ition), Labour, and lann na 
Talmhan (Farnwrs), as '' c>ll as many Independent candidaLes. Neutrality ex
cluded, these parties differed on almost all public questions xcept one. Th one 
wa. partition; on that every part.v spoke with the same voice; partition wa a. 
grievom~ wrong against the I ri h N at.ion and mw~t 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 ev ry ection of the 
Irish people in four-fifths of Ireland? Partition is the dismembcrm nt of on of 
the most ancient nations in Europe. For all the years of r cord d history and for 
many a century before history wa written, Ir land wa on nation, with indi. put-
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able bounda'ries set in the sea. Before the Chri tian era, it recognized itself as a 
unit; a high King of Ireland acknowledged by le er kingdoms wa the symbol of 
that unitv. 

This unity survived all the changes that 2,000 year of hi tory 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 . ingle nation 
had her great victories and her great defeats. In the dav of her power he ent 
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 wa. 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 centuries. 
Grattan spoke for it, Emmet died for it, the Young Irelanders and Fenians ro. e 
in its name, Parnell led it, and the men of 1916 began their immortal proclamation 
with the v;ords: 

"Iri hmen and Irishwomen! In the name of God and of the dead generations 
from which she receives her old tradition of nationhood, Ireland, through u , 
~ummons 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 thP general election of 1918, their 
followers carried an overwhelming majority of the seats in the whole of Ireland. 
The following January the ~lected deputies-those who were not in pri. on-met 
in Dublin, established Dail 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.l 

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. Th y did it in pursuanc of 
their own party politics. When the Liberals were in office in 1 6, Gladstone 
proposed a home-rule bill for Ireland. The Tories saw that on such a m asur 
they could arouse both racial antagonism and religious fears and direct th m 
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, 1 6, "that if the G. . .M.2 

went for home rule, the Orange card would be the one to play." 3 

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 nnd 
inflaming Ulster." He inflamed it o that, as again hi on tells us, "the atW.ude 
of the Protestants in the North of Ireland became daily more formidable. Th 
excitement in Belfast did not subside. Dangerous riots, increasing in fury until 
they almost amounted to warfare, occurred in the stre t betw en the facti ns of 
Orange and Green. Firearms were freely used by the police and by th combat
ants. Houses were sacked and men and women were kill d. So sa vag , r peaicd, 
and prolonged were the disturbances, breaking out again and again in Rpite of all 

t "We never asked for partition, and we never wanted it" Lord Glentoran, former chief whip of tho 
Six County Unionist Party, speaking on October 10, 1946, at Belfast. 

2 G. 0. M. (Grand Old Man) Gladstone. 
s 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 reading, 
and proved, when finally published, damaging to the Orange Party." 4 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. Before the Liberal Premier had introduced his home-rule bill, 
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 march past 
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 spPeches 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 crowded 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 yards, '5 of the most dangerous characters, 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." 6 

"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. \Vhenever 
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 19121 

however, the Liberals were in a stronger position than they had been in 1 6, 
and, therefor, it would need more powerful organization to s cure thPir defeat 
on the long chosen ground, the home rule bill. Thus it came about that several 
Briti h ex-Premiers, many other former Cabinet Ministers, many high-ranking 
British officers were soon engaged in proceedings which involv<:'d th cr ation 
of the fir t private army in 20th century Europe- the Carsonite VolnnteNs, who 
were armed by the illegal importation of weapons, and, under th 1 adership of t.h 
Briti h opposition, pledged themselve to resist a British Act of Parliament in 
arms. British Army officers stationed at thP urragh mutinied rather than 
interfere with the conspiracy. Faced with this array of leading Briti ' h Htat smcn 
and enior British officers, Asquith, then British Premier, surr ndered and pro
posed the partition of Ireland. 

AI aneuver and dece~t 
Thus had partition its origin in the malleuv<:'ring of one English political party 

to get the other polit.ical party out of office. The Tories, by inflaming racial and 
religions prejudices throughout Britain and the northeaHt., had created conditions 
which threatened the security of the Liberal government.. Tlw Liberal govern
ment., rather than stand by their own principles which w rc nshrined in th<:'ir 
own act of Parliament giving self-governm nt t.o all Ireland, surrcndNNl to th 
armed threats and to save thems lves proposed that Ireland be dism mbercd. 

• Winston Spencer Churchill, Lord Randolph hurchill, vol. II, pp. 65-66. 
& Ian Colvin, The Life of Lord Carson, vol. II, pp. 132- 133. 
7 George Dangerfield, The Strange D('ath of Libcml England, p. 8R. 
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What was born of a parti an maneuver wa perpetuated in deceit. In order to 
secure the a sent of orne of the Irish N ationali t leader ~ to thi new policy the 
Asquith government pre sed 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 arne time pledges 
were being given to the Belfast leaders by the Briti h that partition would be 
permanent. 

More than 300,000 
Before the new "settlement" could be put through the Fir t World War inter

vened and self-government for Ireland was shelved while Britain took the field 
for the libertv of small nations. Iri hmen were recruited for that war on pledge. 
issued by the British War Office, which stated that when it '"a· over, Ireland (not 
a part of Ireland) would receive the same independence a Belgium: "They 
(the Allies) cannot then in the face of Europe give freedom to all mall nations and 
leave Ireland out," said a British official War Office recruiting po ter. It i e ti
mated by Gen. Sir 'Villiam Rickie that more than 300,000 Iri hmen served in the 
First World War. That the vast majority did so believing Ireland also wa 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 Iri h 
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 cru bed 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 mile 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 suppre ion of the ri ing. Lloyd George wa given the 
task of finding a solution to the Iri h question. 
A significant letter 

He promptly revived the propo al to partition Ireland, and on this occa ion 
did actually succeed in per uading the Irish parliamentary leaders that the exclu
sion of the Northeast would be purely temporary, and by that mean. won their 
consent to the propo. al. It is significant of the manner in which partition was 
eventually accomplished to notice that Lloyd George, while per uading the 
Nationalist leaders of the temporary nature of the solution, was writing a follow. 

· to Sir Edward Carson, the Orange leader: 
WRITE HALL, SOUTTI WALES, 

May 29, 1916. 
l\1 Y DEAR CARSON: I enclose Greer' draft proposition. 
We must make it clear that at the end of the provi. ional period Ul. t r do 

whether she wills it or not, merge in the rest of Ireland. 
not, 

Every sincerely, 
(Signed) D. LLOYD GEORGE. 

Will you show it to Craig. 
A new plan 

The popular revulsion again. t the partition propo ed defeated the att mpt to 
soothe Am rican opinion and a new offer vYa made by Lloyd George, who had 
since becom<:> Premier. The Briti h would ct up a convention of Iri hment and 
let them decide on a plan for :elf-gov<:>rnment for all Ireland. Whl"n, however, th 
convention was created, it wa. found to b not an l ctive but an appoint d 
body in which the Sinn Fein mov m nt, now r pre nting a majority of Iri:hm n 
and wome11, was to he giv n 5 seat. ont of 101. This "lri h conv ntion" was 
not to be p rrnittrd to declare for Irish ind pcndenc , which was what. the IriRh 
people now de. ired. Its main purpoH was to dec iv the Unit d tatcs into 
believing that Britain nwant at last to d n.l hon t1y with Ir land and . o the 
convention wa.· kept talking until Am rica was 8 cur ly in the war. Th n it wa. 
brought to an end b~T t h r 'Ceipt of a l ttcr from th Briti h Premi r compl t ly 
changing itt' tNm8 of ref renee and d claring that . uch agr m nt. a. had b n 
come to by the majority of th delegat s could not b ace pt d 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 Unionists of the predominantly National
ist area joined with the Nationalists themselve in an effort to avert partition 
by making extraordinarily generous conces ion to the Northern minority. That 
minority, however, actively encouraged by the Briti h Torie , blocked eyery 
effort at a settlement. Home rule for all Ireland being no longer u eful 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 ri ing 
and who stood for full independence for the whole of Ireland. The fir 't 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 . 

... 1 vole 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: 

For self-governing Ireland _- -------- - - --- - - - - - -- --------- - - - 1, 211,516 
Against self-government____________________________________ 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. 
(ii) 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 Iri hmen who had cnliRtcd for the war (the Irish 
casualties were twice tho e 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 resister , many captured in action 
executed, and systematic assast:dnations 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 miaht 
have to make peace with leaders so heroically supported by the people. In t~ad 
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 arm 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 jn 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 tak n. 
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 11nacceptable bill 
The time for completing the proposal was con idered ripe in the autumn of 

1920. Lloyd George's bill for the better government of Ireland which . undPrcrl 
a unitv that has lasted since before the dawn of hi. torv was a self-evident maneu
ver. He was aware that the bill was utterly unacceptable to the m2.SS of the 
Irish people, who, he stated in a speech about this time, would he satisfied with 
nothing less than full independence. He was also aware that the Northeastern 
Unionists, concentraterl in two of Ireland's 32 countie;:;, did not want partition.8 

They were simply opposed to any self-government for Ireland. He marl<:' his bill 
law with no intention of operatin~ it as a whole. He wished to secure th aclvan
tage for Britain of a partitioned Ireland before the undaunt d a .. sc>rtion of inde
pendence by the Irish majority compelled him to negotiate with lrC'ln.ncl'R real 
leaders (whom at this time he was di~mis..:;ing conternptuou. l~r as a "murdC'f gang"). 
It is of great significance that, when "the bill came b forC' the British Parliament 
in which the Six-County Unioni ts were fully r pres nted, not one of them took 
part in the division by which the principle of partition was acceptcrL Hostile 
as they had been mad to the Iri. h majority, th<>y could not bring themsPlvcs to 
vote for the dismemberment of their own 11ation. 

8 "We never asked for 'partition' and we never wanted it"-Lord Olentoran, formr.r 1\1inistcr for Agri
culture and Unionist chief whip in the Belfast Parliament speaking on Octo her 10, 1941l. 
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Thus began partition. Never sought for by any party in Ireland, never in
tended by its author to be anything t:>lse but a movP in Briti. h politic., it com
mitted upon one of the oldest nations in Europe a wrong which, while it la. ts, 
makes true friend hip between the two neighboring nation of England and Ireland 
impo .ible. 

PART II-THE PROBLEM TO BE FACED 

Since a Parliament wa set up in Belfa t all the institutions of State-a Govern
ment, a judiciary, a civil service, a police force, etc., have been created. As a 
re ult, there ha now grown up a ve ted interest in the maintenance of these 
in istutions and in the continuance 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 
aid, i a direct 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, 
who e 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 Ramp hire and 
~fichigan, 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 i 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 
becau e, if he did, he told the British Parliament, "You would have no chance of 
succe sfully 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 pas ed, 
the province of Ulster returned a majority of Nationalists. Had the Partitibn 
Act cut away Ul ter, it might have immediately voted itself back into Ireland. 

The area which was, in fact, cho en i 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 
i 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 a 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 Gaelic stock, as is Ireland as a whole; even those 
who were brought from Britain during the plantation~ to occupy the lands from 
which the native were expelled came, in a majority, from ar as 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 ju':'t~fy separa
tion from the rest of the country. In fact, the most numerous religiOus group 
within the area are of the same persua ion as the majority in Ireland, i.e., Catholic, 
despite the propaganda about the" Protestant North., These are the figures: 

Catholics _____________ -_-_-_- _____________________ ---------- 428, 290 
Presbyterians __ - ____ - _ - -- - - -- - - _- _- _- _____________ --- - --- --- 3 90, 931 
Church of Ireland _________ - _- _______ - _____________ ---------- 345, 4 7 4 
Methodists _________ - _ - - - - - - - - - - - - - - - - - - - _______ - - - - - - - - - - - - .55, 13 5 
Others _____________ -_ - _--------------------- __ ------------- 59, 915 

Industrial workers 
Another excuse given to justify partition is that the six counties are indu trial 

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 cen u 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 wa 
166,174. These figures do not mean that the six counties are not more indu
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 crippled 
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,9 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 Prote tant minority in Ireland from persecution at the hand: 
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 aU citizen and 
groups; it holds a position in the public, economic, political and social life of fr e 
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 
fact, 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, etc.-it receives an apportionment many times that to which its 
numbers would entitle it.l0 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 religiou 
affairs. It has never discriminated in any way between the sects. * * *" 

It would be impossible for any Nationalist paper in the Northeast to say that. 
of the six-county government. That government has . ystematically d nied to 
the Catholic minority, not in this case of one 6 percent, but one of 33 percent, 
the rights due to it even a ordinary citizens. It schools are di criminated 
against, public appointments of importance are virtually denied it (it is e. ti
mated that though the Catholics, by their numbers, mu t supply in the neighbor
hood of 33 percent of the revenne, their shar of public salaries is 4 1 err nt., its 
electors are disfranchised, it has been the subject of everal murderou pogrom .. 

v The transient nature of the six-rountywar prosperity is shown by tht> fact thnt tho latest uncmploym<'nt 
returns for the two areas (Octobt>r 1946) shows the six-county unemployment (1 in 44 of the population) 
was much greater than in free Ireland (1 in 67). 

10 Since June 1941>, the Irish Government has mAde a series or !\flPointmpnts to boards, rommittC'es, etc. 
The average representation given to tho 6.6 P<'rcent minority on those bodit>s was 37 percent . 

.. 
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Prime lvfinisters lead in bigotry 
That this discrimination against the minority and their exclusion from public 

appointment i no haphazard result of thoughtlessne , but a set policy decided 
at the highe t levels, the following quotation show: 

The six counties have had three Prime Ministers since its foundation: Lord 
Craigavon, Mr. J. l\1. Andrews, and the pre ent 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 et up): 

"Many in the audience employ Catholics but I have not one about the place." 
The preyious Premier, Mr. J. l\1. Andrews, speaking in the same year, said 

that it had been "alleged against the Government," that there were 28 Catholic 
porter in the Parliament House. 

"I have investigated the matter," he said, "and I find that there are 30 Pro
testant 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 
Prote tant state) to the core." 

This practice of discrimination was then already of long standing. The Min
ister for Agriculture, Sir E. M. Archdale, said 9 years earlier (March, 1925): 

"I have 109 officials and so far as I know there are four Roman Catholics, three 
of whom were civil servants turned over to me, whom I had to take when we 
began." 

The minority waE proscribed 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 
economic 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 statistics, which, as will later be explained, are not 
really a sufficient indication of the strength of the minority; the position is: 

Total popnlation ____ ________ __________ ____ ________ _ 1, 279,000 
Nationalists______ ____ ___ __ _____ ___ __ ______ ___ __ ___ 428, 000 
Others__ ____________________________ _____________ 851, 000 

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 out tanding xample 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
Rentation was decreed to be the system of election. Under proportional repre
Rentation strohg minorities are guaranteed their full representational strength. 
Not only did the Belfast Government abolish PR as oon a it felt it had the power 
to do o, but it rearranged the el ctoral areas not only for elections to Parliament 
but for electionR to all local bodies. The plan on which this rearrangement of 
constituencies 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 pos ible number of N at.ionalists 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 a sur d majority and to each of th se was given one repre
sentative. 
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Uneq'ual value of votes 
By this means, 10,000 Unioni t votes were given the arne 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 Nationali ts have no representative, 
and in County Fermanagh, 32,455 N ationali ts can elect only one member but 
25,529 Unionists can elect two. This process was carried into the elections for 
local government authorities down to the smalle t town council. Absurdlties 
are so numerqus 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 member 
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 city council but 18,097 others can 
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 conte ts. 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 oppo ition partie 
polled more heavily than the Government candidates. If those figures were to 
be applied generally throughout the area, the Unionists would have 27 seats and 
the opposition 25. In fact, the Unionists have 33 seats and the entire opposi
tion 19.11 

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 undemocratic 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 y tern), but, in 
fact , the Unionist vote is in the six counties made the equal of at lea t two T a
tionalist votes and in many areas of more. But, even undet 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 is repeated 
It has been part of partitionist propaganda that the dismemberment of Ir land 

was accepted by the whole people and was ratified by Dail Eireann. A will be 
obvious from the fact that every party in the 26 counties ha in the forefront of 
its program the abolition of partition, this is not true. Ind ed, the putting 
forward of that plea by the defenders of dismemberment i a remind r of the gen
eral trickery that went into the creation of partition. We has shown that, \\h n 
partition was first mooted, Asquith, and then Lloyd George. tried to get the con
sent of the Iri h parliamentary leaders to the exclusion of the North ast area 
from the operat ion of the home rule bill on the definite ground that the exclusion 
would be temporary. In 1921, the trick was repeated in a differ nt form on the 
signatories of the Anglo-Irish Treaty. Article XII of that treaty was o worded 
as to mean that a plebiscite would be taken of the areas desiring exclusion. ~ uch 
a plebiscite would have reduced the partition area to two countie which would 
be so small as to render its continued exi tence a a eparate tate impoR. iblc. 
The British Premier and his colleagues persuaded th Iri h signatori that, not, 
only was that interpretation of Article XII right, but that, when the time came 
for the establishment of the boundary commission nvisaged in th article, th y 
would back that interpretation with all their influence. 
To reunite Ireland 

The treaty was thus accepted by those who voted for it as an in trument for 
the reunion of Ireland. That was how the British wi hed it to be read to make 

11 Figures cited on this page are taken from Tho Partition of Ireland: Statement by Northern Nationalist 
1938. See 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 colleagues 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 12 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 wa taken on December 10, 1925, while the 
Republican deputies were still excluded from that chamber. The agreement 
embodying the detection 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 i sued 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 Valera, addressing them said: 

"We deny that any section of our people can give away the overeignty 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 remain unimpaired for 
those to whom the future will bring the opportunity." ' 
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 moYe 

in a wholly British political game, partition has had as its fruits-trickery, deceit , 
pogroms, broken pledges, dishonored treaties, denial of elementary d~mocracy, 
ba e injustice to the minority, economic depre sion and political frustration. 
By its fruits it stands wholly condemned. 

But a problem remains. It is a problem not unkno\Yn in other nation ; in
deed, it is one of the most ordinary problems of national governments-that of a 
di . enting 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 it territory would be abhorrent to every right-thinking citizen of any 'tate. 
In the British general election of 1945, the southern shire voted in majority against 
Labour. In the United States Presidential election of 1944; 10 State forming a 
more or less solid block, voted in majority Republican. IR the solution for the e 
minority problems partition? Europe was kept on the verge of war at many 
international crise. after the partition of France in 1870; the at tempted partition of 
the United States caused the terrible Civil vYar of 1861; \Vorlcl vVar I wa made 
almost inevitable by the cutting off of Alsace and Lorraine from France; \\. orld 
War II really began in the partitioned territories of Central Europe. Partition 
is a 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 sp<'cial political outlook of the minority, concentrated as it is 
in the northea t, is given just recognition and protection, <'V<'ll to the xtent of 
permitting th area to retain its autonomy, subject to full justice for its own 
minority. The reunification of the whole territory could t.hen b<' ffected und<>r 
an all-Ireland parliament in which the minority will naturally hav<> th<> r pre
sentation to which its strength in the nation ntit.les it. Such a solution would 

12 'I'he Irish Independent, principal supporter or the trr;lty S('ttlement, comment in~ on this nr.w inter
pretation, made it c!Par that those who accepted that sPt.tl<'ment did so only he<':ms! th<'Y helieved clause 
XII would undo partition. In an ('ditorial on Reptc•mhPr R, 1924, it sllicl: "Hit wrrP capable or bearing 
any other meaninl! but that placed upon it by MirhnPl Collins, Arthur Griffith and the lri::;h people it would 
never have received 5 minutt•s 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 ha 

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 part. 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 critici m of Ireland' neutralitv 
during the war. Irishmen in Ireland had only to look over the border to kno-\\' 
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 mutilatQr. 

Weakens Britain 
Further, the existence of partition must weaken gravely the effectiveness of 

British foreign policy. Questions which give rise to international fear as thi. 
pamphlet is being written can be shown to have in them a striking similarity to 
what happened in northeast Ireland-an out ·ide power inciting a minority to 
revolt against majority rule in order to give to that out ide power a ·pecial 
dominant position in that particular 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 happening,· 
are to British interests? It may be that these question ' will be settled ati ·fac
torily to all concerned, but the fact that similar situations will recur point to 
the :necessity for Britain to have clean hands when entering into conference with 
other powers. While partition lasts, Britain's international position in uch dis
putes cannot be strong. 

What the northeast lost 
The six counties have lo t immea urably by partition. In the interwar year ·, 

as has been mentioned, the economic situation in the partitioned area wa ·o 
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 ix 
counties had to send enormous sums to Britain-well over £100,000,000 from that 
small area-as an imperial contribution, thu disper ing the re ources out of 
which the effects of the slurr._p, already beginning, might have been alleviated. 
Situated as it i , without free access to its natural markets in Ireland, the par
titioned area cannot, if the past i any indication, expect prosperity, even in 
normal times. Becau e the minority is permanently per ecuted in an effort to 
compel them to accept a permanently inferior position and acquie ce in their 
separation from their own fellow-countrymen, there are not even the condition. 
necessary for internal peace and for that respect for governm ntal authority 
essential if a community is to be brought through difficult times without clir 
hardship. 

Social serv-ices 
It is said that, if the 6 counties did rejoin the 26, the standard of living of th' 

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 th 6 counties 
in the 17 interwar years, 1923-39, than there was in the 26, and had the 6 coun i : 
come into free Ireland before the war, it is free Ireland that must have suffrrcd 
economically. During and since the war, the British social services havr been 
extended or promised to the six counties, and it is said that, if th t-'ix cotmt i<': 
were merged in the re t of Ireland now, those social , Prvice benefit' would b 
reduced. That is true only superficially. Benefits in the northea.' t arc belt cr 
in certain social services than in the rest of Ireland. 13 In others, they ar<' not, 
and the 26 counties spend generally far more on social s rvices in pro prot ion to 
the state revenues than is spent in the northeast. And it mu t n v r b forgott 'Il 
that these services are mainly for providing benefits to relieve unemploym nt 
and its consequences of sickness and poverty. A healthy economy is the r al 

ta If some of the social service benefits are high in the six counties so is their cost to tho individual citizen. 
In taxes the average family of five paid in 1945: in the six counties, £202, an<l in free Ireland, £~ . 'l'h 
difference (£114) was far more than the difierence in social service h neflts. 
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guaranty of individual well-being, not the value of service designed to relieve 
di tres . Such a healthy economy for all Ireland could well be the outcome of 
re~mion and could it .~elf provide the economic basis upon which social services 
mtgh~ be brought to any tandard that nece . ity might demand. It is, however, 
certam that no ... ocial ervice. could compen ate the ix countie for the wide
spread unemployment and economic depre gion in which partition expressed it elf 
in t:he .interwar year and looks likely to expres it elf in the peace period ju t 
begmnmg. 

The strategic aspect 
Finally, it is said by tho e oppo ed to the ending of partition that, were Ireland 

reunited, Britain could not expect the sub tantial. trategic advantage which were 
provided by the presence of Briti h naval and military forces in the six-county 
area during the war. That simply beg the wholewhole que tion. If partition 
had been ended before the war broke out, there might have been an entirely new 
ituation. Ireland as an island can be most ucce fullv defended a a unit. As 

lately a May, 1946, the organ of the pro-Briti h minority in Dublin publi hed a 
, erie of articles on Ireland's defen e, in which the following occur : 

"At the pre ent day, the old hi tori cal injustice which have . o often ad ver ely 
affected the relationships between the Briti hand our elves have largely lo~t their 
force. What does persist is the running ore of partition. Primarily a political 
que tion, partition, nevertheless, has it importance on the military side. The 
defence of uch a small island a this mu t, for effectivene , be unified. It i not 
only ridiculou , but al o extremely dangerou. , for an artificial frontier to pli 
what i e entially a strategic unit. Partition not only endanger the goodwill 
which hould exist between Britain and Ireland, but threaten also the safety of 
Britain," (Iri h Times, May 1, 1946). 

During the war, Britain her elf recoanized 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 fre Ire
land so obviously ready to accept from Britain all the aid she needed if h er own 
strength were overtaxed, that no aggressor would have sought to attack Ireland, 
which would then be, as the free part of Ireland partly wa , a shield to Britain's 
flank. Out of that fact alone, Britain would have gained almo tall 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 right are 
fully respected by Britain will always b more concerned than any other nation 
with her neare t neighbor's afety and well-being. That concern, in the long 
run, is a far more important lement in Britain's strength in time of war, a is 
now being recognized with regard to Egypt and India,14 than any suppo ed ad
vantages of an occupation which embitter ... against her a far-flung race and mini
mize grievou ly her reputation for ju t dealing, impugns her sincerity and con
·equently restricts fatally her influence for good in world affairs. 

Conclusion 
Partition is a wrong that mn t be righted. It ha ... prov d itgelf to be the :-.ource 

of evil for both part of Ireland and for Britain her elf, and it can with truth be 
said that nothinp; good has ever come out of it for any of th thr e communities 
affected by it. It can be ended without inju ·tice to th Unioni: t minority in 
Ireland; indeed, it' undoing may well prove to be th beginning of a new, more 
fruitful and mor influential life than that minority ha ever known. In an un
partitioned Ireland, the whole nation can cooperate to make the moth rland an 
example to the world. 

l\·lr. CATT. I recognize that in a, va tly hanged world order, there 
1nay be some enator, or some Congr ssman, with but a fe·w Iri ·h in 
hi constituency, who may say: "Oh well, thi ... i a new trang w rld 
we are living in. Other countri ar pnrtiti n d. Oth r countries 
are split apart. Why not Ireland?" 

u In thr British Whit0 Paper on India of May, l!l46 (Cm1l fi 21 ) , pa rtition h rmphnticnlly r<'Jt•ctt•d ns a 
solu ion of the Indian minority prohl m (Moslrms nn•, likP th,. llniorust sin I n•lnnd, ahout 2fi p('rr •nt of the 
wholrl on the grounds that to set up two .:>tate~ would in jun• ln!li:\ Pron >llll(';tll y, not solve the m:nonty 
problem and make more ditli('Ult the drf«.>nsc or Indi r.. It is p·u·ticnlarl y point •d out that thost' in favor 
of p:1rtition asked for an•as in majority non-Mu<: lim, and that •·ev<•ry arv-urnrnt th ~lt cnn bn used in 
favor of Pakistan can oquully in our vi w be ust' <l in f:n•or of thl' exc·lusion or non- 1uslim an•as from 
Pn kist an." Com nare Tyrone and Fermanugb, two eoun ties in majnrit y • '· 11 i'mulist, 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 purpose 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 ni11e centuries, during whirh 
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 ~Jan 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 enac.ted and functioning laws of Ireland. No wonder 
there is pride in the people of Irish blood, Ireland's sons and daughters 
everywhere. 

Nierely 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 \Ve are fighting 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 f the 
foreign invader, so long will the sons and daughter of Irehtnd battle 
for Ireland throughout every country of the civilizt\d w rld. 

Then, two centuries more, and in A. D. 432 St. Patrick come" t 
Ireland. And Ireland took St. Patrick and Christianity to its warin 
Irish heart. 

I don't have to tell you the story of that. Ju t let me re1nind you 
of the one incident: That of the Irish chieftain who \vas brought to 
renounce paganism and to embrace Christianity. t. Pntri ·k 
stood before him, face to face, and for free lorn of hand t.lw nint 
took his spike-d crosier and ran1med it down into the oft I ri"h <\arth. 
Thrn he proceeded with the instructions to the Ilr\V convert. It wns 
not until he finished, that looking down he saw the ground covered 
with blood, and found that he had ran1mNl his bi bop's crosier right 
through the foot of the convert chieftain. That chieftain lu"td never 
winced. He had not shown a sign of pain. And when St. Pn.tricl
apologizcd and asked him v hy he had not aid s Incthing, the ehi<.\f
tain merely said that he thought it was part of the eremony, _that the 
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suffering was just something to bear, a little token of the price of 
being a Christian. 

11aybe there is a lesson in that for the troubled new world of today, 
1Ir. Chairman. 

Here we are, preparing to make vast sacrifices of our substance for 
a supposedly democratic and largely Christian western Europe.. 
11r. Chairman. And we are told to build high hopes upon that 
western Europe for our own safety, l\1r. 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 
cOinmunism 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 J\liddle Ages, sent the teachings of 
Christianity and of democracy to all lands. In spite of her own 
sufferings at home, Ireland spread the light, J\Ir. 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, 
11r. 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 w~hich he expects to pay back. But, he who approach s a donor 
seeking a gift or grant necessarily comes with hand outstretch d, and 
is in no position to discuss terms. He is a ben ficiary. II n1ust 
listen to and obey the instructions of the donor. 

But little Ireland- again as I say of the size of our State of Main -
is burdened by England with two gov rnn1ent , two t of ·ustoms, 

• 
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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' money , 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' 
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 industrial 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 aN ation. 

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 u to 
grant, ~1r. 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 earne tn ss of th 
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 nding of :a 
single dollar of American taxpayers' money to Britain while th 
Government at 10 Downing Street persists in th insan clivi ion of 
Ireland. It is beyond su cossful disput that England is finan ·ing 
the partition of Ireland with American mon y. Ameri an citiz n. f 
Irish blood who are worth their salt are burning with hot indignation 
ovP.r this. 11r. Chairman. 

As members of this honorable committee know, this Iri h que tion 
is no new thing in Washington. But the diff renee is that it is no 
longer truly an Irish question. It is an English question. 

Th ~ Irish in Ireland have demonstrated superb abilities in troubled 
times to govern themselves. 

Our Irish citizenry in the United Stat shave given us of th ir valor 
and of their zeal, in peacetime and in wartime, since the foundation of 
this, our R public, Mr. Chairman. 

In the form and manner provided in the Constitution of the United 
States they are now bringing their protest to Washington. Th y 
have the right to be heard. 

They say that England instituted the partition of Ir land und r 
impelling threat of superior force. This is a fact of history, 1Ir. 
Chairman. Lloyd George admitted it, and glori d in th fa t . 

• 
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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, J\,lr. Chairman, what future n1oneys are to go, if any, are 
to go avowedly for constructive, and allegedly for American protective, 
purposes. 

If. this be s?-thcr~ ~hot~ld be no waste. V\r e assert that England:s 
subs1dy of Insh partition 1s unadulterated waste. We assert that it 
is both economic waste and military waste. Obvious]y a divided 
Ireland is less effective as a warm friend of the United States of 
America than would be a united Ireland. 

lf 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 've assert that we are building. England's vio
lation of democratic principles in the SL"'\: counties of Ireland is open, 
is 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 ref r 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, SL"'\:ty-sLxth 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 h r 'vithdrawal 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 th cnforc d sece sion 
of 6 counties out of 32. It is the same kind of se s ion that had to ho 
ettled by our own Civil 'V~tr-but with this added in ult: England i 

actually subsidizing, directly and una haln('(lly, the <.'ntiti which 
constitute the six seceding units in Ireland. 

Upon behalf of my people I protest. I say that the United State 
of America cannot afford to subscribe to such an iniquitous outrage 
upon human liberty. That is my cas , in th m rest outline, Mr. 
Chairman. 
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11ay 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, ~1r. ~ cott. I am sure, 

without reference to the merits or demerits of yo1lr case, that you have 
certainly stated your contention forcefully and well. 

As is 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? , 
1Ir. RrcHARDS. I have no questions. 
Acting Chairman JACKSON. ~Ir. Judd? 
11r. JuDD. I have no questions. 
Acting Chairman JACKSON. Mr. Javits? 
1\IIr. JA vrTs. I have no questions, Mr. Chairman, except to observe 

that I wa in Dublin only last October and visited the Prim 11ini t. r, 
~fr. De Valera, and a number of his ministers ancll feel that the wit
ness before us is in the true Irish tradition of ruggedness and conviction. 

Mr. ScoTT. Thank you very much. 
Acting Chairman JACKSON. Mr. Gordon? 
11r. GoRDON. No questions. 
Acting Chairman JAcKsoN. l\1r. Lodge? 
Mr. LoDGE. Mr. Chairman, I would like to say that we in th coin

mittee are very pleased not only to have you before us, but w r 
very pleased to have your Congressman sitting be id you as t m
porary chairman of the committee. I am one of the many who think 
that he is doing a particularly fine job down h re. 

11r. ScoTT. I am glad to hear that, sir. 
l\1r. LoDGE. I know that what you have submitted to us ·will r ctvc 

every consideration by the committee. 
Mr. ScoTT. Thank you, sir. 
Acting Chairman JACKSON. The temporary chairman < l o than I· . 

you. 
Mr. 11ansfield? 
Mr. MANSFIELD. Mr. Scott, I want to compliment you on th fin 

presentation you have made here for th case of Ireland. It i a 
question that has been shouting for justice for a good many de ad , 
and those of u, of Irish descent are well aware f th problem and w·p 
hope that something can be done by mean of whi h thi unholy and 
unfair partition of Ireland can be overcome and Eire h once again n. 
united nation. 

You mentioned some Irishmen, among them Mitch 1, \Vho f ught 
for the South, Duffy, who b came Prime Minister of Australia, and 
Meagher, who was a general in the Union Anny. But speal·in~ frmn 
a personal point of view, you forgot to add to your rlik ertati n on 
General ~I agher and point out to this cmnmitt a fact \vhieh I Lhinl· 
hould be well known, and that is that lw wa th G vernor f t.lH' 

Montana territory. 
Mr. ScoTT. That is right, sir. I forgot to t II you that. 
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11r. MANSFIELD. And a good Governor. 
11r. ScoTT. That is right. 
11r. MANSFIELD. 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 illster and Eire? Do you recall what actions have been taken 
by the Congress in that respect? 

11r. ScoTT. I cannot say it was done officially. The resolutions 
were adopted by the House sometime ago in 1918. 

~Ir. 11ANSFIELD. 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 illster would, if a vote were taken, show their desire to 
become a part of Eire? 

1\tir. ScoTT. Well, if it was a fair plebiscite I think yes, but I would 
not want it to be handled by Downing Street, London. 

Mr. MANSFIELD. 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. ScoTT. 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. Tho e people who 
were not Catholics because it was economically impractical for them 
are included. We think it was a plebiscite even in illster. We resent 
that phrase, because a good portion of illster, 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. MANSFIELD. This is not a matter of religion, is it? 
Mr. ScoTT. 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. 

11y 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 distinct and compre
hensive review of the whole question in th partition of Ireland. It 
would do you gentleman a lot of good and enlighten your m1nds and 
lift your hearts up to see the facts in the folly of this thing, and you 
will get some id a why we resent and distru t Downing tre t and why 
I want to see Will Rog rs rise from his grave and thank God there is 
another generation in America. 

Mr. MANSFIELD. What I was getting at is the fa t that the real 
basis for the unification of all Ireland would lie in th fact that it would 
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be a really ~ood economic unit, and would bring a great deal of satis
faction to all Irishmen all over the world. 

l\1r. ScoTT. That is right. 
l\1r. l\IANSFIELD. Th .re is another Irishman \Vaiting to ask orne 

questions, so for the time being I will desist. 
Acting Chairn1an JACKSON. There are some more roots here from 

the "Auld Sod." Mr. Maloney. 
1\tir. 1\tfALONEY. 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. ScoTT. That is right. 
Mr. 1\tfALONEY. And I do not want to ask any further questions. 

Thank you. 
Mr. ScoTT. Thank you, sir. 
Acting Chairman JACKSON. If there are no further questions, on 

behalf of the committee, I would like to thank you, l\rfr. Scott, for 
your contribution to the hearings and I assume you want your other 
remarks incorporated? 

Mr. ScoTT. 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 th enate, 
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. CosTELLO. 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, l\1artln L. weeney, 
from Ohio. 

STATEMENT OF HON. MARTIN L. SWEENEY, A FORMER REPRE
SENTATIVE IN CONGRESS, FROM THE STATE OF OHIO 

Mr. SwEENEY. l\1r. Chairn1an and members of the committ c. 
For the record, my name is 1\!Iartin L. Sw eney. I am a form r 
Congressman from Ohio. 

With several other individuals, we appear befor your on1n1ittc' 
as a result of a mandate from an "Irish race conv ution" lH'ld in 
New York City November 22 and 23, 1947. This c nvcntion f 
over 2,000 delegates from 38 States of th Union m t to pr tc. t thr 
continuation of a partitioned Ireland. The call for thi ouvcntion 
was issued by the Ron. Michael Donoho of Philad lphia, a f nn r 
Member of Congress from Pennsylvania. Practically v ry Iri h
.A.merican organization in the United States r spond l to t"hat call 
and sent delegates to the assembly as a result. of the d \liberation 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 g ntleman 
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 it 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 
subsidies fcom the British Empire to maintain its bridgehead in 
Ireland. 

We present these facts to you members of the Foreign Affairs Com
nlittee of the House of Representatives as you study the so-called 
Nlarshall 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 stat s the need of $40,000,000-
some reports say as high an an1ount 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, approxim.ately 60 percent will go 
to the British Empire. The Empire, in turn, will siphon from the 
funds furnished by the Am.erican taxpay rs sufficient mon y to meet 
the budgetary request of Prem.ier Basil Brook. Becaus w believe 
this will happen we are here, Mr. Chairman and members of the com.
mittee, as American taxpayers to strenouusly prot st again t a grant 
or loan to Great Britain. Not one red cent should go to Gr at Britain 
as long as she continues to play the role of usurper and doni to the 
people of Ireland the God-given right to th unity the great m.ajority 
of that ancient land d sire. 

Th British Empire has releas d its strang! hold on India. It is 
currently getting out of Palestine. It should be told by Undo Sam 
to get out of Ireland b0fore we 0von co:nsid r h ran applicant f r more 
American dollars. 
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Thirty million Irish-Americans are watching the action of your 
committee and the Congress. \V e under tand these are troublesome 
days for not only our beloved Republic but the entire \vorld. A 
Christians who believe in the corporal works of mercy, \Ve are in 
accord with a policy consiste:lt with our O\\'"n safety and our O\Vll 
needs in feeding the hungry, in clothing the naked, and in giving 
shelter to the homeless. 

After two world wars in which we la.vi. hly gave of our young blood 
and our treasure in an effort to make the world safe for democracy, 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 domination in one 
section of their country. 

You heard our dist.inguished president, Mr. Joseph Scott, quote 
Will Rogers' famous statement: "We never lo t a war, but we never 
won a conference." Along with scores of l\1embers of Congres 
during my public career, I frequently quoted our late beloved Am rican 
humorist. 

\V e have been a cat's-paw for the British Empire long enough. 
Twice in a quarter of a century we have pulled her chestnut from 
the fire and saved her as a world power. The previous peaker, I mn 
sure, expressed the feelings of most Am rican 'vhen he said with 
reference to the "gimme" attitude of our British diplomats after 
ho tilities are over, "The buzzards always take us to the cleaners." 

~1r. Chairman, if we seem somewhat emotional in our appeal, I am 
sure you and your oommittee will sympathize with u . 'The long 
struggle of Ireland through several centuries to be free fr rn Briti h 
rule is known to every schoolboy. 

On last 1\londay, February 2, I appearNl before the Foreign RPln
tions Committee of the Senate. I recalled to the committee thnt, 4 
years ago my father, a young Irish lad, landed in New York, driY<'ll 
from his native land because of the unjust, cruel, and vicious social, 
political, and economic hardships imposed upon him and hi kind by 
an alien government. Millions of other men, women, and chil(lren 
left Ireland for the same reasons. They found asylum in this gr<'n t 
new land. They became the hewers of woo l and the drawer of wn L< t'. 

They thanked God for the bles ing '1f America. They beeam<' loynl 
subjects. In every military crisis in its hist ry, no ra ·c hns l'\ <'I' 
surpassed or equaled th contribution of the Iri h to the prr. <'l"Yrtt ion 
of the United States of America. 

I observe, with pride, the presence before your comn1itt<'r toclny 
the Honorable l\1ichael A. Feighan, my suer ssor in Congn'ss from 
the Twentieth Ohio District. His paternal and maU'rnal grand
parents, lik my father, \Vere born in Ireland. They camP to tlH' 
United States for the same reason . Their love of Ireland i. sPcond 
onlv to their love and devotion to the Unitrcl Stat('s. 

Our organization extends thanks to lH~n' man Fl'ighan for hi ~ 
presence and his contribution to this committ<'e. 

In conclusion, Mr. Chairman, may I state that nrgotiations uiHl 'l' 

way in Ireland to aboli h partition arc pon on d by utholir. awl 
Proto tant alike. The truggl for a unified national indeprwlPn · 
is not a religious one. It i a political truggll' , led a it lutH h<'<'ll in 
the past in most cases by men of the Pr tr tant faith. 'Vhen nnd how 
partition in Ireland is abolished is a probl 'In lcly f r the Iri. h JWople 
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themselYes. 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. 

l\ir. Chairrnan, the national pre ident of the Ancient Order of 
Hibernians, found d in 1836, by 1\Ir. ~1ichael A. l\1cGrath of Cleve
land, Ohio, is unavoidably detained from appearing today before your 
committee. I respectfully ask that he be permitted to make a state-
ment for the reco1·d. · 

... 1y personal thanks to you, l\~1r. Chairman, and your committee for 
the reception and attention you accorded our organization h re today. 

Acting Chairman JACKSON. Thank you very much, Nlr. Sweene.y. 
I should point out, I think, before we have a ninor revoJution here 

in the co1nmittee that the distingui heel gentleman, 1\-lr. Lodge, is 
fron1 Connecticut. That branch of the Lodge family immigrated 
from ... Iassachusetts. 

).fr. LoDGE. ~Iay I say, however, that I flm very sen ... ible to your 
reference and ~Ir. Scott's reference to Boston, 1\tlass., 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. 

l\Ir. ScOT1'. Thank you very much. 
~Ir. CosTELLO. I \voulcllil·c to {'all for a "·ord from James Cummins 

who comes fron1 San Francisco and is rt.;presenting the United Societies 
of San Francisco, Calif. 

STATEMENT OF JAMES CUMMINS, REPRESENTING THE UNITED 
SOCIETIES OF SAN FRANCISCO, CALIF . 

.r 1r. CuMMINS. I am James Cummins, representing some 52 Irish 
societies in California. I don't have much to add to the remarks of 
l\fr. Scott or Mr. Sweeney, but I would like merely to repeat that \Ve 
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 tin1e has come when \Ve may no longer make a contribution to 
n1aintain the border that has been the cause of much bloodshed in 
the old country. 

I do not kno\v that there is anything further. 
}vir. CosTELLO. Thank you very n1uch. 
Acting Chairman JACKSON. Thank you, sir. 
l\1r. CosTELLO. Th next person we \Vould like to pre nt i Mr. 

Jan1cs J. Con1erford from N vv York, president of the United Irish 
Counti s Association of New Y rk, Inc. 

Acting Chairn1an JACKSON. l\lr. Comerford. 

STATEMENT OF JAMES J. COMERFORD, PRESIDENT, UNITED 
IRISH COUNTIES ASSOCIATION OF NEW YORK, INC., NEW 
YORK CITY, N. Y. 

1\:lr. CoMERFORD. Mr. hairman, I an1 a resid nt of ew Yorl· ity 
and have been for 24 years. I mn pre idcnt of th Unit d Iri h oun
tie Association of cw York, In ., an organization · mp 'cl of 32 
fraternal organizations, with a paid-up membership of 70,000 m m-

69082-48-63 
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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 year . 

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 AmPrican point of view. 

I believe in the democracy of the United States and in the great 
princi~les 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 government , 
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 \Vant one government; but despite this a minority i 
allowed to have one government also. In addition, from the p int 
of vie\v of security, I would say speaking of the An1 rican point of 
view if that boundary is removed in Ireland, it will be on ountry 
strategically placed and a wonderful asset in the coming tim s whi ·h 
are looking not so good at the present time, when the United ~'tatr 
may need that land for its own purposes, for n1atters of dcf n ; for 
Ireland, if it is satisfied with one government of its own r pre ntati n, 
it may be in a better position in the future than in the pa t during 
\vartime to be more friendly toward the United Stat s in an n rgeti 
way. 

I protest, on behalf of my organization, the United Irish Counti 
Association, this money going from American taxpayers to be u. cd 
by the government in Belfast to p rpetuate th slavery of tho 
people in those six counties against the will o£ the majority of th 
Irish people. , 

Acting Chairman JACKSON. Thank you v ry much. 
1-Jr. CosTELLO. The n xt person we would like to present is 11r. 

Cornelius F. Neenan, chairman, organization committ r, Amerir.nn 
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. NEENAN. I am a rPsident of New York City, an American 
citizen and taxpayer, and chairman of the organization committee of 
the American League for an Undivided Ireland. I wish to make my 
protest along with those other gentlemen who have appeared beforA. 
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 a member of the Irish Republican Army fighting against th0 Black 
and Tans in Ireland for an independent and united Ireland. No 
Irish member of ParliamPnt either Union or Nationalist, from north 
or south, voted for that act which divided the Irish nation. It was 
anothPr milestone in England's century-old policy to divide and 
conqupr Ireland. 

Gentlemen of the committee, England is primarily responsible for 
this unnatural division of the Irish N at.ion and th0 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. 

vVith my colleagues who Sp8ak 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 loaD 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 pettce in Europe. 

Acting Chairman JAcKsoN. Thank you very much, Mr. Neenan. 
l\1r. CosTELLO. Next ':ve 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) P A. 

Nfr. REILLY. Gentl men 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 th Irish Republic. 

To add to the opinions of the men who spoke, I would lil e to point 
out that in the y0ars before 1914, as the result of a very sLrong move
Incnt 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 hon1e rule in the House of Commons, one of 
the objrct.ions made by the opponents of the home-rule bill was that 
th e islands were too small for two govcrnm nts, one in London and 
the other in Dublin. But, because of the emrrgN1cy and brcaus of 
the influence in America in favor of Iri h frr.cclom during the vcar .. 
1918-20, the British were forced to give Ir land her fr edom, and at 
that tin1e they cut. off the northeastern portion of lr land so that this 
could be used as a future bridgehead. As the gentleman who spoke 
before me indicated, not on13 singl" L'ish vot" :vas cast in favor of tl is 
division of Ireland. , 

I would like to call the attention of the committee to thP fact that 
the United StatPs Government, and rightly so, is doing a lot of educa
tional \Vork, a lot of fornign broadcasting, to Pnrourage democracy in 
tlH' other parts of the \Yorld. W c do not need to do any en"ouraging 
of the people in Ireland, north or south, in this respect. ThLy ear
nestly desire to have a democratic state, but they cannot have it. 
They want a democracy. There was no nerd for us to in1posc that 
type of government on the Irish people. It i their own selection a 
wns indicated b fore it was withheld by forcr from them. Imitation 
is the best form of flattery. The Irish people arc imitating uc;:. Thrir 
con tit ution, which was accepted in 1937, is a duplicate of our Consti
tution but brought up to date, if you will. 

l\1r. Chairman, those are the remarks I would like to add to those 
of the gentlemen who preceded me. 

1-Ir. Cos'I'ELLO. Next we \Vould like to call :\Ir. 11cN elis of the 
Federation of Irish Societies in Philadelphia. 

Acting Chairman JACKSON. ~lr. i\IcNelis? 

STATEMENT OF PATRICK J. M'NELIS, PRESIDENT, FEDERA
TION OF IRISH SOCIETIES, PHILADELPHIA, PA. 

Mr. McNEr~rs. Thank you, Mr. Chairman. 
t\1r. Chairman and gentlenwn of the ('ommittee, my n 'Hl1<' i 

Patrick J. l\1eN el.is. I an1 president of tbe Pennsylvania FcderaLion 
of An1cricnn Societies for lritih JndepcntlencP, r<'fH'P. enting ~2 oq:mn
ization~ ·with an agP-Tega te IncJn hrrship in excr ' of 00,000. I wi 'h 
to express my app1~eiation for the courtesy e4'tended in pPnniU.i w 
ID8 to appear before your honored <'Orn nitt.ee. ~I r. Chairnwn, 
.A .. mrrican ('itizen", \VC an· clrcply i1npre ~ed with the grl'at. lH'<'d for 
the progra.nl you arf' con idering, 1mt as t.aspay<'rs v\P arc' much 
conf'Ci'llPd as to how the yasL sum~ of n1onry rrq uir ·d for tlH' op<'rn t i0p 
of this plan arf' to he alloeatNl. aud hov~· tlwy nrP to IH' use{l. l1J 1 
l~ut. natural that after figltting the ;rrcatrst and costli<'s1 \\ ar in h i~>tor . .,. 
t.o prrscrve our concPpts of the drnwcratiC' way of lifr, \ c should 
carefully scrut.iniz(' the recipi nts of our aid to SPP that no pnrt. of 
these funds is to }w usC'd to r·stabli::,b, su-;luin or pc·nwtuntc· nn) in ·ti
tution or form of gov rnn1ent rcpugn>111t to our idPrd: ancl H<.!,'ctin. t. 
which we c1 id battle·. It is n, nwttl'r of rccorJ thnt, in l(.t'~IJ, \\itholl 
the votr of an~: lri~hn1an, N n tiona list or ( nionist, Lh( ~ JOY<'rnnH·nt of 
Ireland J .. d · ''as aclo Jtrd by tlH' Brit i:-;h Purlinm<·nt, n1ul ' ith tht' nic 
of t.hc Brilish military, a. Fasc·ist ,.t.cl,iP W<lS , <'t up in nortlH'H. <'l'l 
Ireland. It is a Inatt.cr of r<'eoi'Cl tlu1t militnr.v 1a N wn s<'t, up in this 
statelet in less than 6 rnonths afLrr it estnh!i.;;hnwnt and <·ontimH' 
to the present. lt is a 1natter of record t!un j11st a few n1onth~ n~o 
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the British Parliantent pns,_cd a bill exl ending and implen1enting the 
Sprciul Po\Yers Act of 1922 that provi lf'._ for this military lav:, and 
\\hich ha sincr bePn incorporated into Lhc fram ·work of that Gov
ernnlent making it openly aud factually- a policed tate. It is a 
matter of record that j u. t rec<'ntly Sir Basil Brooke, Pretnicr of the 
Northern Ireland Governn1ent admitted that G i'eat Britniu suhsitlizc"' 
that state to the amount of . '40,000,000 anuually. 

\V have it on good authority this figure is actually closer to $200,-
000,000. It is therefore quite evident that in supporting and sustain
ing this despotic governm.ent Great Britain is spending annually a 
vast sum of money that could well be us din bracing h r 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 
Ge tapo in titution known as the Northern Ireland Government. As 
taxpaying Arnericans who \vill have to foot the bill for this project, 
we are in tere ted in eeing that none of thes funds is to be used in such 
a fa hion. \V submit that in supporting their puppet governn1ent in 
northeastern Ireland, Great Britain has disqualified herself from par
ticipation in the Europ an recovery plan, and ·we demand that before 
Britain can be eligible to participat in these benefits, she abandon her 
upport of this Fascist state by ·withdrawing cornpl tely all financial 

nncl military aid to a governm.cnt who e principles and record are so 
repugnant to the American conr pts of dem.ocracy. 

Acting Chairman ~TAcKSON. Thank you, Mr. MeN elis. 
1fr. CosTELLO. I would like to call 11r. Robert Clarke. 
1\Ir. CLARKE. I have nothing prepared, I yield to the next 

gentleman. 
1\fr. CosTELLO. Would it be all right for those ·who have appeared 

to ext nd th ir remarks? 
Acting Chairman JACKSON. That will be all right. 
11r. CosTELLO. ~1r. Owen B. Hunt, a prominent official of the 

State of Pennsylvania. 

STATEMENT OF OWEN B. HUNT, PENNSYLVANIA 

1\fr. HuNT .. Mr. Chairn1an and n1embers of the committee, for the 
benefit of the record my name is Ow n B. Hunt. I came to the 
Unit 'd State of America as an immigrant in 1913. I serv d in the 
First World War, with the On Hundred and Ninth Infantry, Twenty-
•ight-h Divi ion and participatt'd in si.x major engagmn<•nt , fron1 
Chateau Thierry to the Argonne. 

I rv d in Gov rnor Earle abin •t in the Coinmonwcalth of 
P nn ylvania for 4 ycnr , holding the portfolio of in urun ·e cOin
mi i n lr, and I have buln very actively onnected with the Iri h 
IllOV<'nlent in Philadelphia and Penn. ylvania during the last quarter 
of n c 'ntury. 

To add to what has b en aid by the people who pr cd d In , I 
wish to develop t\\ o poi1 ts. Tht• fir t i that the pr<' •nt governmt'nt 
in tht' north of Ireland is a police state, whok and <'ntir '· 'Ve hl'tU a 
lol of prote ting todnyagain. t polic<'. tate. Th(' pn]wrs an' full of it. 
It lw bP n dis ·ussed openly in the I-I us' f Rt'pn' entn.tiv e , nnd in 
the Senate of the nited tate . 

That is what our boy di d for on th 1ormandy h achh ad, to 
brenk up a police state. 11en and w m 'll wh n w live within the ·on-
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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 n1ight 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. MANSFIELD. 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. RICHARDS. 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. RICHARDS. They could go ahead and set up an organization 

and vote, could they not? 
Mr. HuNT. They must do that by force, and that wed 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 6 ,000 
British troops there. In addition to that, they are not satisfied with 
the British troops. They have what they call B speciali ts. They 
are organized thugs. 

They go around in civilian cloth s, and are fully arn1 d, walking 
into anybody's house at any time of day or night, without any law 
or written order, to take the people out. Th y are not satisfied with 
doing that. They definitely discrin1inate against th fa1niJie where 
they take a man prisoner and thro·w him in jail. They will pr v nt 
the family from either getting reli f or employn1ent. 

Now, I happen to be very active in the Gr en Cross. That institu
tion was organized to raise money to take care of and to k p 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. RicHARDS. Do they have freedom of speech and freedom of 
assembly? 

1\tfr. 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. RicHARDS. 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 
hPaded by the Bishop of Down and Connor, and he dispenses the 
money himself to the families, or through ~is direction and I thiak 
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. 

1lr. RiCHARDS. 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
gram should be conditioned to prevent any of the funds being utilized 
for the purpose of the maintenance of this Irish division? 

11r. ScoTT. 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 I gislation 
here which will divert any money to Belfast, we are opposed to that 
leg-islation. 

·-Mr. RrcHARDS. Let. me ask you this: Do you come here as a repre
sentative of the American tn.xpayers? 
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Mr. ScoTT. Yes, sir. 
Mr. RICHARDS. You say you do not want any of your money used 

in so-ralled aid to England or Great Britain. What about the rest 
of the program? Do you want any money usecl for that? 

~fr. Sco'l'T. That was not our position, that no money should go to 
England. We did not say that. We say no money should go to 
England if any of it is diverted to Belfast. 

That is our position. 
Mr. JoNKMAN. 1\1ay I ask 1\1r. Scott one question? The e figures 

have been changed so much, ~fr. Scott, these figures involved in this 
$6,800,000,000, that I am not sure of what \vas 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 Ireland? 

Mr. MANSFIELD. That just goes to Eire. 
Mr. SwEENEY. We understood that as a loan, to be paid buck, not 

a grant. They could get that through the World Bank or Export
Import Bank. As a matter of fact, this is a matter of record. They 
did nvt knock at the door of the Paris Confer nee. 

Mr. MANSFIELD. They came to the Paris Conference freely, and 
as I understand it any money from Eire, as distinct from the ix 
northern counties would be received from the International Bank or 
thjs country and would be in the form of a loan, repaid over a number 
of years. 

Mr. MALONEY. 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. MALONEY. Is that so, or not? 
Mr. RrcHARDS. If it came from the World Bank, it would not be 

provided in this legislation. 
Mr. MANSFIELD. 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 on
sidered under the Marshall plan and get a loan from this untry 
direct. 

Mr. SwEENEY. They have that alternative. They ar not f r -
closed from borrowing from the \Vorld Bank or E~~port Import Bnnk. 

Mr. RICHARDS. I would like to ask Mr. Sweeney, and I r In n her 
pleasantly our association in the Hou e in recent yeu,rs, provided Bon 
of the funds proposed h r are used to further th purposes of the 
Belfast Government, is your group in favor of this l gislati n? 

Mr. SwEENEY. I cannot sp ak for the group, but I an say thi , 
because of the spirit of the race, being Chri tians, and hri t-loving 
people, they believe in the corporeal work of merry. 

They will feed the hungry and clothe th naked, nnd beyond that 
I cannot state for them. I don't believe anybody 1 rn,n. Rut 
they are d finite on that one problem, that money should n t b 
siphoned off to maintain a bridgeh ad or form a governn1ent in a 
small state. 

l\fr. l\1ANSFIELD. In oth r words, Mr. Sw cncy, a far us tho 
Marshall proposal is concerned, the groups h re today hav' nn p n 
mind. 
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1~Ir. SwEENEY. They are not authorized by this convention to take 
any stand. 

i\lr. HuNT. That is right. 
Acting Chairman JAcK~oN. Thank you very much, sir. 
~Ir. CosTELLO. The next witness is ~Ir. Charles T. Rice, president, 

Shan1rock Club, New· York. 
Acting Chairman JACKSON. We ·will be glad to hear from you, 

l\Ir. Rice . 
1Ir. CosTELLO. ::\Ir. Rice is the national secretary of the American 

League for an Undivitled Ireland, and chainnan of th Shamrock 
Club, T ew York. 

STATEMENT OF CHARLES T. RICE, l'viEMBER, EXECUTIVE COM .. 
MITTEE OF AMERICAN LEAGUE FOR AN UNDIVIDED IRELAND; 
PRESIDENT, SHAMROCK CLUB, NEW YORK, N. Y. 

~Ir . RrcE. ~fr. Chairman and gentlemen of the con1mittee, I 
desire to make a correction in the characterization of me as national 
secretary of the An1erican League for an Undivided Ir land. The 
national secretary of that organization is 11r. James ~1acDermott 
of New York City. I am a member of the executive committee of 
the American Leaque for an Undivided Ireland, and I am also the 
as istant treasurer of the organization. 

I have been a practicing lawyer in N e\v York City for the past 24 
years and I am a veteran of vY orld \Yar I, having served in the Three 
hunrlr d and twenty-fourth Signal Corps Battalion of the United 
Stlttes Army. 

Permit me to associate myself in a wholehearted way with the leader
ship of the American League for an Undivided Ireland, headed by 11r. 
Joseph ocott of Los Angeles and joined by the members of the Ameri
can League for an Undivided Ireland and the representatives of the 
other societies who have addressed you thi afternoon. 

A a member of the organiz;ation and of other Iri h and American 
ocicties, including my member hip in the Shamrock Club of N e\v 

York of which I am prcsidrnt and of the executive council of the 
A1nerican Irish Historical Society of ::New 1.~ ork, I am happy to endorse 
the views that have been put before you by 1ny colleagues todn,y and 
to upport the factual statements that hav been sub1nittcd for the 
itdorn1ation and guida 1ce of your con1mitt c. 

\\' e all appreciate the privilege and courtesy that the mcn1hers of 
your committee have extended to us in presenting our views on the 
i1nportant questions now before you. And having regard to your very 
heavy calendar of business, particularly on this Inet sure under on
sideration, I will not tal·c up an extended time. 

Thrre ar a 1ew points which I should like to rn1phasizc howev r, 
including some points that have been rai , ed here by CoLf_;rc snutn 
~Ian field of ~Iontana and Congressrnan \ichards f South arolinn. 

Pennit n1c to say that ConQ;rcs n1an ~Innsfidd has put forward a 
very ·og nt and in1portant factor in our ·on, idt:rat.ion of thi IP'<'flt 
question of the partition of Ireland, wlwn he referred to tl feasibility 
of a plc bisci te. 

From my I~nowledge of the ituation and folio\\ in< ... the ureount of 
the political agitation in Ireland on this question I ns.'t'rt that t.h 'rei 
no Irish Nationalist in th south of Ireland and n Irish ati nn1i tin 
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the north of Ireland 'vho is unwilling at any moment tohave a plebi
scite in th democratic way on this que tion. 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 b en made by 
Congressman Richards on the mv tter 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 is 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. ince 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 any important 
question. To all intents and purposes they are disenfranchised and 
have no Yiews in public affairs. 

In the local administration of any one of the SL"'{ counti s 'vhere 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 ounty, 
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 th gov rnmcnt. 
The offender is characterized as a political prisoner and may b h('ld 
for an interminable length of time without trial. 

These are only a few of the it ms that should be brought t your 
attention. Religious and political discrimination by the government 
against a great number of its citizens is the order of the day. Gerry
mandering is a favored political weapon of this puppet governn1ent. 
All these intolerable conditions are not only permitted but actunlly 
encouraged and supported by the British Governn1ent. It i cl ·ar 
that Britain should be called on to terminate h r financial upport. to 
the partition of Ireland. It is qually clear that w h uld n t. h 
called on to hand out any monies to Britain which will help to perp )t
uate the partition of Ireland. We desire that n t only the p 'ace of 
Ireland but th peace of western Europe is vitally involv cl in th1 
situation and that our Goverlllllent should tak immediat top in 
our own interest and in th interest of fair play and th demo rn tic 
way of life ~o bring about the end of the p rtition of Ir land. \V 
are opposed to a grant or loan to Britain until he i omp 'll d t 
withdraw her troops from Ireland and thus permit th unifi ation f 
Ireland, the establishment of its indep nd nc<:>. 

I appreciate the time you have extenlecl to u and will n k to be 
associated with the privilege you have xtPnd cl to our nm1itt.e 
generally to submit statement on brhaJf of other m mber f th' 
Irish and American societies of N w Y rk who c uld n t bP prC' ent 
this afternoon. I thank you again l\Ir. Jacl\. n and mcmhPr of 
your committee for your courte y and kindnc . 

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 11r. 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. DALTON. 1\1r. 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 
not had to have the pay roll ready for the men and women who work 
for 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 
right 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 
self-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 Am rica 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 mon ~y 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 East r morning, 1916, 
a deelaration following our declaration of inclepcnd nee, 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 



George C. Marshall Foundation, Lexington, Virginia

1002 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

to pursue its destiny would be a bulw~ark 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, _,_ ir. Cha1rn1an, for your 
great courtesy. 

Acting Chairman JACKSON. Thank you very much. 
l\1r. JA vrTs. Could I ask one question of any one of the \vitncsscs? 
I would like to kno·w 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 .L .. ations? 

l\Ir. DALTON. I shall say to the Congre8sman that I would not lift 
a finger to send this case before the 1Jnited 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. Tho 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 
Sundav. 

Mr.· JAvrrs. Your group feels if there is a plebiscite in all Ir land 
you wou d l;>e perfectly satisfied wit.h the outcome? 

:y{r, DALTON. vVe 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 ar0 having 
with England, so that the justice which is being sought will be brought 
about. 

Mr. SwEEN~Y. Does my friend know that Russia has cut the three 
states so-called from going into the United Nations by veto pow r? 

l\Ir. JA vrTs. Yes. I kne v that. 
l\1r. l\fANSFIELD. VVe have with us today one of our colleagues who 

is very mueh interesterl in the question of an undivid cl Ireland. lie 
has a speech ready, b1Lt due to the lateness of the hour, I would like 
to ask unanimous consent that the Honorable ~1ichael Feighan, of 
Ohio, br allowed to extend his remarks nt this time. 

Acting Chairman JACKSON. Without objection, it is so ordered. 
(The information referred to is as follows:) 

STATEME. 'T OF HoN. :MICHAEL A. FEIGHAN, A REPRESENTATIVE IN CoNc:m~ss 
FRoM THE STATE oF Onro 

Mr. Chairman and members of the committee, it i gratifying to me to have 
thi. opportunity to appear before the Foreign Affair. Committe of the Hou e. 

I urge this committee to ~ive serious con~ideration to the te. timony presented 
by the member of the American League for an undivided Ireland. I am certain 
that after this committee has studied and investigated the arguments pre entcd, 
it will, on the basis of the findings, arrive at a just dcc~sion. 

!\'lr. l\IALONEY. l\1ay I make a sugge tion th. t these gcntlen1 n h 
given 5 days to extend their remarks in thiQ record'? 

Acting Chairman JACKSON. Y cs. \Vithout obje lion, that will he 
done. 

I Ir. JAVITS. l\Ia.y I say if these g<'ntlcnl "n fPc'l we have hc<'n 
generous to them, I feel I have learn d a gnu t d< ul about a very 
important subject and I would like to c. press 1ny appr ciation. 

Acting Chairman JACKSON. I would lil- to say, 1 Ir. Scott, and to 
the rest of you gentlemen, that your pr scntation ha been 1nost 
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thoughtful and has given us all a great deal to think about. Thank 
you very much. 

11r. ScoTT. Thank you very much. 
Ac~ing Chairman JACKSON. V\r e will adjourn now until Tuesday 

morning. 
(The following communications have been submitted for inclusion 

in the record:) 

STATEMENT OF FoRMER CoNGRE Sl\IAN l\1IcHAEL DoNOHOE, oF PHILADELPHIA 

When World War I hroke out in Augu~t 1~14. the home rule for Ireland hill 
w!t on the statute book, pass0d by both houses of Parliament an<i ~igned by the 
King. Its operation wa po. tponed pending the outcome of the war. 

Oppo ition to home rule had been led by Sir Edward Carson, an Iri h barrister, 
who h!td organized a rebel force called the Ul ter Volunteer. , imported arm from 
Germany and fomented a mutiny among some British officers at the Curragh 
Camp. 

Prime ~IinL i.er Asquith, author of the bill, induced the Iri h ~ T ationalist Party 
to ap;ree, in the intere. t of harmony, to a temporary exclu. ion of part of Ul ter; 
his fir t a~ urance being that only four of the nine countie~ would be affected 
and that the partition would end within 5 years. 

"
7ar on Germany having been declared, John E. Redmond, leader of the Iri h 

Party did his utmost to have the young men of Ir land join the British forces. 
Hi- eloquent voice was heard on platforms all ov r Ireland calling on the people 
to forget the wrongs of the bitter pa. t now that England was fighting for human 
right and particularly for the freedom of small nations. Over 300,000 Irishmen 
joined the colors, including a brother of l\1r. Redmond, ·william II. K. Redmond, 
a member of Parliament, who was killed in action at l\1e~. ines Ri ge in Belgium, 
and Thomas K ttle, a member of Parliam nt and one of the most gifted men of the 
Iri:0;h Party, who ga\·p hL life in t !1e battle of the ~ ommc. 

On the basis of unimpeachable records of World "\Var I over 50,000 Irishmen 
lo-t their live in the war, not including any of the thou and from the Dominjons 
of the British Empire, who died in the belief that their ... acrifice would mean 
full freedom for their old home land. 

Prai e of Ireland's noble stand was on every tongue in England. Sir Edward 
Grey, the Foreign Secretary, said: "Ireland i the one bright spot on the horizon 
of Europe and of the world." hesterton, moralizing on Ireland's foregivene s 
of the wrongs of past centures: "England is unworthy to ki s the hem of Ireland's 
garment." 

And yet, in the middle of the war, when Ireland, with implicit faith in l\1r. 
A quith's pledge that partition was only a temporary e"\':pedi nt, was thu aiding 
England in her most desperate hour, the new Prime Mini ter, Lloyd George, 
was secretly betraying the Asquith pledge, as the following letter hows 

fAY 29, 1916. 
l\fy DEAR CARSON: I enclo e Greer's draft proposition. \Ve mu ·t make it 

clear that at the end of the provi. ional period Ul ter do s not, whether she wills 
it or not, merge in the rest of Ireland. 

Ever sincerely, 
D. LLOYD GEORC:E. 

"Ever sincerely." '''"as th rc ever a more subtle pice of duplicity, a mor 
damning example of perfidious statesmanship? 

In the face of what ha.H been done in the Ci1RC of Ir laud hO\v can Am rica have 
faith in the pledge. mad by British politicians in timeR of sLrC'Hs? 

.John E. Redmon l c ied in l\1arch 1918, brok •n in pirit. n.nd utterly di:-~illuRionccl, 
the Irish Party that he 1 'd for ahnoRL 20 yNl.rs practicall~· dc:-~t.roy('(l. ~·t.cphen 
Gwynn, a memh r of the party and onr of his l>iograJ hNs sa~·s: "\Y e had follow d 
Redmond's policy and we shar d Hedmond's fn1e. \Ve had clone o11r bc:-;L t.o help 
the British Government and that C:ovPrnment. iLsC'lf d f .fl,ted liH." Carson, t.he 
ex-rebel of prewar days, harl h nor and pow<'f and gl r.v t.hrmd. upon hilll. II(' 
was raised to the pe rage :.!.'I Lord 'u.rson and mad a membN of the CnhinPt of 
his "Ever sine rely," D. Lloyd f orge. 

Lloyd George g:tv<> as e ·c rse for partition, differences of ra.cC' n.n(l r\•lit!ion. 
How much more justification would h(' h·\vc had for setting up a scp:.ua.t.C' parli• -
ment for his native \Vales with its predominantly Celtic population and non
conformist creed, rather than for a minority in a corner of ancient Ireland, whose 
boundaries ar irrevocably fixed by N atur 'H hand? 
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STATEMENT OF THoMAS H. BucKLEY, CHAIRMAN OF THE CoMMISSION ON ADMIN· 
ISTRA TION 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. McGRATH, NATIONAL PRESIDENT OF THE ANCIENT 
ORDER OF 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 civic 
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 ongre s 
of the United States approved a loan of $3,750,000,000 to this same British 
Empire. 

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 Republic, 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 a faithful and 
loyal American citizens and taxpayers, that we are vitally concerned with politi
cal, social, economic, and financial welfare of the United State of America. 

Men and women of the Irish race everywhere, have alway 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 Iri h 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 JAMES J. COMERFORD, MEMBER, AMERICAN LEAGUE FOR AN 
UNDIVIDED 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 3'2 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
payers 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, thev 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 election'J 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 
countie~ of Ireland. 

Despite these facts as stated in the preceding paragraphs, ther is in xist nee 
today as a resnlt of British armed interference in IrelatHl two governm nts- 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 peor,le of the ~ix other conntie, . ·tensibly thi. 
Belfast government is suppo ed to be the government of the ix conntie men
tioned, but in reD.lity it is only a puppet government de igned a an in tr •1ment bv 
Britain to prevent the people of all of Ireland to carry out their expres ·ed wi h 
for only one g vernment for all of Irel:1nd. 

The members of the U niterl Iri h Counties believe that the concnpt of democ
racy cannot be strn.ined t.o this extent; namelv: 

(1) To have two governments now in Ireland de:::;pite the fact that 0 percent 
of s,ll the voters wa 1t only one government for all of Ireland. 

(2) To h~we a puppet government in Belfast financed to a great extent by 
money contributed bv . mericn.n ta ·ps.yers. 

(3) To have the British Government use monev paid as taxes by Americans for 
purposes hostile to American ideal~, namely, to perpetuate sb.very by forcing a 
government on people 2-gainst th ir will. 

(4) To have the money paid b,\T American taxpl:l,vers u (ld to mn,intain Brit,ish 
armed force now occupying- the six cnnnties of northeast Irebnd for the purpo e 
of protecting the interest. of the B lf::'l,st puppet grw rnment and of preventing 
the I "ish people from exerci ing their democratic right to have only one govern
ment for all their n'1ti n. 

Because of the use of onr money-paicl as taxpayer. -for the purposes herein
b(lfore stated, we believe that in accorcl2.nce with the fir. t amendment of the Con
stitution of the l rnited tates, "·e a citizen., have a gri vnnce and, conHequently, 
we respectfully pre ent our grievance to the Congress of the nited State:. 

STATE. rE ~T oF JAMES l\fcGrRRI , PRESIDENT GENERAL oF AMERICAN-IRI H 
HisToRICAL SociETY 

Hi tory records that in each generation since 1798 the young men of Ireland 
have had recourse to warfare in order to rea sert the right of Ireland to inde
pendence. 

That independence ha not as yet been completely won. 
Knowing history it i our duty to use every effort to avert further blood herl. 
l\1en from O'Neill's country, within•the six countries of o-calle l n rlhern 

Ireland, have within the pa t month publicly a ~erted that unle the iH ne can 
be peacefully settled in their time, the young n en of the comincr geueration will 
agrin offer blood acrifice upon the a ltar of Briti h imperi'1li. m. 

1 his i a terrible tatement but we have no reason to doubt it sincerity. 
\Vith the knowledge afforded by study of history at our comm:uul, we have 

every rea on, and \\e have every Chri tian duty, to endeavor to avoid such 
eventuality. 

The "Cnited States of America is asked o D.llocate huge ums of American 
m ncy for the feeding, the clothing, the fertilizing, the seeding, and the equipping 
of we tern Europe. 

Surely it is our duty to circum. cribe any grDnt to England '' ith conditions 
which shall assure to u , as Americans, that th harve ·t of hop fuln :~ an<l of 
promi:e which we are endeavoring to plant ·hall not be moisten d with th blo< d 
of young I reland. 

The e are erious thought , but they spring out of a, tudy of IriHh hislor)'· 
1\fay God guide our lerrislators o that olumbia' proud po~ition n.H the pa

t r one s of human liberty shall once again be affirmatively vid nc d in any 
a ction finally taken by our Congre and by our Pre ·ident. 

STATEMENT OF l\1R. JoHN F. O 'Lo GHLIN OF EL tH RST, Lo r. IsLA D, N. '. 

Gentlemen, thi ~ tatcnwnt i made on behalf of at rge number of citizens of 
Greater .,.ew York, who, like my · lf, are oppo,.;ecl to the granting of :lll.\' further 
loan or gift. from the Public Trea ury of th nitcd ~tate'.' to the Briti~h nov
ernment aB long as it contin11es to vi late the principlcs ann uncia! dint h<' fonr 
fr edom .. and in the Atlantic Chart r. The pi< dgcs contained in tho~c two docu
ment. were declared to be the policy of the nited Stat s ancl Britnin wh ilc the 
recent great war wa being fought. Even at th time, whcn British stat ~m n 
were proclaiming their devotion to and int rest in the cauHe of human rights an 
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human freedom, those right. and that freedom were openly and brazenly violated 
in northeastern Ireland, where the imperial Parliament in London had et up 
a puppet government for the purpose of keeping sen. ele _s and godle ectarian 
hatred alive to serve the Briti h imperiali~t polic? of "divide and conquer." 

The partition of Ireland was devi ed by the British Government to promote 
hatred and disunity instead of love and concord. The well-defined boundaries 
which the Creator of the univer e set around the ancient Iri h Nation were 
changed by the London Parliament, which pa. sed into law the Partition of Ireland 
Act, for which not a single representative of an Irish con. tituency, Nationali t or 
G"nioni t, voted. 

The Government known officially as the GoYernment of Northern Ireland, which 
was establi hed in November 1922 ha. functioned ince it inception a a bigoted 
and fanatical de potism, which ha deprived the minority over which it rules 
of practically everv civic right. . 

That Government could not have continued to exist without the sub idies 
given to it out o( the British Imperial Treasury. In recent years the Briti h 
Government ha been able to pay those ub idies 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 State , of which the 
Congress is a part, should not continue to share responsibility for Britain's in
ju tice toward Ireland by giving, through the :Marshall plan, other biltion. of the 
American taxpayers' money to enable the British Government to upport and 
subsidize the Government of Northern Ireland, in violation of American princi
ples. If the Congress should vote another large gift to Britain, 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 a. urance from the Briti h 
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 
suppression of human rights in northeastern Ireland, or in any other part of the 
world. 

STATEME T BY JAMER SHALLoo, :MEMBER OF ExEcUTIVE CoMMITTEE, AMERICAN 
LEAn E FOR AN UNDIVIDED IRELAND, lVIEMBER OF IRISH FELLOWSHIP CLUB, 
AND DIRECTOR OF THE U ITED IRISH SOCIETIES OF CHICAGO, JiLL. 

In con idering the European recovery progran' which is before your honorable 
committee for deci ion, it is important to take into account that a substantial 
portion of the enormou funds required is earn)arl·ed for the British Government 
either by grant or loan. In a further con:::;ideration of this question it is also 
imp0rt::tnt to take into account that the Irif'h Nation was divicled and is still 
divided by the orerat.ion of an act of the British Parlian ent. 'The J artition of 
Ireland is tl1e re. ponsibility of the BritiRh Government which maintains a bridge
head in the six counties of northeast Ireland by the extension of enormous annual 
sub~idie~. 

As a citizeh and taxra:ver I desire to register a Yigorous rrote:::;t against any 
grant 0r loan to the British Governm nt so loiJg as the part it ion of Ireland e i~1 s. 
The Irish reople have :::;truggled for more than 750 . Tears to Plaint ain t h ir unity 
anfl to secure their independence. The partition of Irelancl whieh was inspired 
and brought into operation by the Brit i~h Gm enm•ent will ront inuC' to be a 
sonr(le of agitation and unre">t in Ireland ancl will n ilitate against the eRtahli:-;h
ment of that reace in western Europe, which we all de-;ire. 

I jrin with my colleagues who have app<'arecl before your honorable committ e 
to rerdster thiR protest against the intolNahle conditions which now exist in I r -
lancl and which barth way to the r unific::tt ion and independence> of 1 hat friendly 
country. Furthermore, I submit to your l10norahlc> committe<' that the ocrupa
t ion hy Bri 1 ish armed forces of Ow six cmmt iC's of nort he st I rcland prC''-'ents a 
'ery c1a,ngerous situation and should bC' terminated without ckluy. Repre"'ent.a
ti0ns hy our GovNnment to the British Government will get. rc·mlt~. W' arc 
asked to give billions to Britain. Let. Britain clear out of Ir land bc>fore we 
consider the grant or loan of one dollar of our mon y. 

69082-48--64 
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STATEMENT OF EDMOND EGAN, PRESIDENT oF THE BRIAN BoRu CLuB, NEw 
YoRK CITY 

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 statemE:>nts 
that have been made for the record today. I speak for a repre entative Amf r ican 
society, and I also voice the sentiments of a great number of acquaintance an1 
friends who are interested in these problems which are before you for consirleratwn 
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 large]y on the enormous annual subsidies paid to it 
by the British. This puppet government is the most undemocratic in Europe. 
It discriminates 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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HousE oF REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 

fflashington, D. G. 
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 th-3 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 
dernand, 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.) 
1Ir. BROWN. For the record, I have tried to sum1nariz in five 

pages the essential fundam ntals of rny viewpoint and conqlu ions in 
what I call a basic statement on Gcrn1any. 

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 \vorld's history has there been such a 
destruction of dwellin~s. The destruction of the transportation system is very 
great and includes locomotives, cars, barges, bridges, yards, roundhouses, etc. 
In the Rus8ian 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 E<tock 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 ph~.'sical things must be added the under
maintenance of a decade and the destruction of manpower. There is a very 
great rnaldistribution 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, crippling, 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 economv is diseased and this prevents the healing of the war wounds. That 
is whv, after 2 years of peace, there is actual deterioration (except very recently, 
in some sectors) instead of recoverv. 

The German economy is diseased for the following reasons: 
(1) Its unity has been des.troyed.-First, by the iron curtain which cuts prewar 

Germany in half. East 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 ~tates 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, etc., raised mainly 
on efficient ly 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 ea ~ t to food-deficient we t has become 
a bare trickle. Hence, hunger in the west, people too weak to work hard, low 
output of coal and steel, and vicious cycles of shortages running through the 
whole economv. It is as if the fact ories and citie of our own Northea tern 
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. \Ve 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 pract ically nonexistent, replaced by a 
dozen barriers to the free flow of trade. This makes for paralysis and economic 
disease. 

(2) The German economy suffers from politically enforced restriction of output 
and "plowinq under" of phys1:ral asSPts, includinq human assets.-Through the 
Potsdam agreements we reRtricted Germanv'R production of steel, machinery, 
fertilizers, and other producer goods that both she and all Europe desperatPly 
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 hav 
been converted to peacetime production so reparations can come out of current 
output rather than from capital assets. We carried the denazification program 
to Ruch extrPmes that a great deEIJ of the best brains of Germany 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 is ued in 
big volume, about 4 billion reichsmarks in the west~rn zones and anywhere 
between 12 to 18 billions by the Rus ian , much 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 sy tern has lost its mainspring, that is, money for which people will 
work hard, take risks, and part with their output. 

(4) The German economy svffers from excess1've reg1'mentation that paralyzes 
enterpnses.-v hen Germany was preparing for w?.r in the Hitler day~, an C'l3.borate 
system of regimentation was devised by ~chac~t and others to force Gt rman 
economic effort out of normal market chann ls into production of armaments and 
later actual war effort. The highly intricate appa.r&tus sc·t up for this purpose, 
often called Schachtism by Europeans, consists of wage fixing, price fixing, alloca
tion of raw materials, control of distribution of fini hed goods, licent-;e to buy, 
produce, import, and export, etc., etc. 'Ve b~>came familinr with tbis apparatus 
during the war whon it was necessary to din"rt economic effort into war channels 
but we demobilized it rarJidly after th J war ~1:;; we saw how it stra.ngied initiative 
and checked the flow of goods into the commercial market. 

But in Germany this apparatus has never been demobilized. On the contrary, 
it has been made far more com;)lex. Unc1r-'r Hitler, there W'1S only one center of 
economic control and red tape-Berlin. But we h<:~.ve added four zonal occupn.tion 
governments and 12 German Laender governments, each of them a center of con
trol and red t ape. 

(5) T he German economy S'uffers from a severe psycholog'ical depression.-This 
is as great a barrier to recovery n.s the physical obstacles as psychology iti a reality 
of the first order. Great numbers of Germans are inhibit ·d from working lw.rd, 
attempting any venture, or makin!?; any plr.m; for the future hect),u. e they see no 
hope ahead. There is a psychologica! comp1 x of "hopele. ne~ ·," one of the most 
con1monly used words in Geruumy. 'What we would cnll a cri. is in confidence 
(and we a ll know how important confidence is to get things going) exists in Ger
m'1ny in its severest fo rm. 

The hasic question therefore is, \Yhat should be done? Obviou ly, wr> ~hould 
attack the causes, not the symptoms, of the uiPe9.se. The five ba ic cau:-es have 
been outlined. To restore Germanv to health \Ve must combat each cause of 
disease. ~ 

To combat Germany's disunity, we must re-create unity as f ... u as possible'. It. is 
no longer possible, without p;oing to war, to r{'c:;tore to Gr>rmn.ny the food-surplus 
areas of the east now held by the Poles and Russians. \Vhr.t is left to u~ is to 
operate the British, American, and French zon<> ns a unified ecm1omy. Thi:;; i:-; 
evidently the intention of the State Dep,.rtment. We muHt set up a central 
government, keeping supervisory control for W<'stC'rn G{'rm:my anrl we muHt see 
to it that all re. trictions and barrier to the smooth flow of materials, men and 
mon y within this area n.re prompdy anrl completely removed. 

Even with a properly functioning trizonia, western Germany's strn~gle :viii be 
very severe. Let us keep in mind that she has one-third of the por nlation of the 
United States packed into an area smaller than Illinois and Indin.na which to ·· ·ther 
have le s than ~ percent of onr country'~ ·uea. \\hen th farnwrs of \\'(>..;tern 
Germany again prorluced as much as before the war there will he still some 20,000,000 
urban dwellers whose entire foorl sup Jy must he obtn.in ·'cl from abroad. Or, 
putting it another way, western Germany's 8,000,000 [ann population, opcratin~ 
a.t prewar level of output, can only produce half the food required hy lwr 40,000,000 
nonfarm dwellers. Hence, we rnu~t give lH'r very pos~ihle erH'Ollrat!Vtn(·nt to 
export so she can earn foreiq;n e-xchange to pay for imported food. therwi. c, 
she \Vill stav on our back for decades. At the sa.me time, we ~hould ~rtivdv en
courage modernization of her agriculture n.nd, 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 forced on Germanv we must abolish these obstacles immediatelv and 
completely. \\"'"e should let Germany produce to the limit she is capable of, except 
of course for war purposes. \\ e should stop plant removal and di mantlement 
forthwith. ".,.e should end the denazification trials except for those in category 1; 
that is, those who were originator of nazism and tho e against whom incontrover
tible evidence exists of crimes against humanity. 

To combat inflation and ineffective moneY we must ora ti::?allv reduce the exi t
ing money volume, insist on a balanced budget for a central German goYernment, 
create a central bank with powers to effectively control credit, allow wages and 
prices to rise wherever practicable to levels dictated by the market, as ure the 
Germans of enough food and a certain limited volume o7 consumer goor1s through 
importation and her own manufacture so that money will again be valnerl a~ the 
means that buys desirable goods. We must, further allow the German mark to 
find its place among foreign currencies. 

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. '\Ve 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 increasing 
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 r-ein 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 material~, 
ente~ the world markets like any other nation, participate in the Mar hall plan 
and m the counsels of western Europe as equals, and finally find once again an 
honored place among the nation . 

I had two objectives in going to Germany. One wa'5 to determine whnt coulcl 
be done to get Germany back into production anct off the AnH'rican t,.,,xrayer's 
back. The other was to determine how to accompli:h this obj ctivP. without c>vrr 
again exposing the world to a reviva.l of German militarism. This can br ctone 
simply and easily by creating a small fore of exp rt~, appointed by th<' thr<' 
western occupation goYernment. acting a. n. unity, with full power to . npPr\ if'r. 
the ~ltimate de tination of key materials and prevent an~r attempt by th Gr>rman. 
to .divert or stock-pile them for pos~ibl<' w:tr usc. It. i morrov r time th,.,,t we> 
weighed the possible resurg nee of German militari m in th light of the> actual 
realities as thev exist todav. 

The fact'5 ar·e that no nation in modern hi. tory has ever been t'l.ught such a 
lesson as Germany regarding the result of making aggr<'ssive W'l.r; hN pnw r to 
m::-ke war is today nonexistent, and her will to make war i. likewi. c> now non
existent. But even more important, western Germany i , next. to Britain, th 
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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. We tern 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 
11orgenthau 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 depres ion. 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, n1en, and money. 

(2) top forthwith all restrictions on output, plant remoYal and 
di mantlement, and excessive denazification. 

(3) Give Germany effective money by drastically reducing its 
volume and producing and importing food and essential con umer 
goods to give it effective buying power. 

(4) Demobilize, as much as is practicable, the laborate apparn-tus 
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 mon y with r al 
pureha ing power, the German will work hard and urprise the world 
with the rapidity of their recovery. Our job should b to plant 
Germn-ny on her feet so sh can get to work and solve hrr problems. 
But the foundation of everytll.ing is food as we tern Germany i 50 
percent food deficient. 

I would now like to make a statement of thr e imp rtant con
clusions: 

1. There is no chan e for the 1far hall plan to suec eel unle 
Germany is immediat ly started on the road to rrcovery. 

2. Germany cannot be started on the road to recov ry a long a 
we continue to operate under the Morg nthau philosophy ~hich ~as 
embodied in the Yalta and Potsdam agre ments and the Jo1nt luefs 
of Staff directive 1067. Congr ss should sp cify th broad term. of a 
new policy to govern western Germany so that the Pre id nt and 
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Secretary of D fense can issue new directiv for the gui lance of our 
people in Gern1any. . 

3. I question the wisdom of a basic policy decision of the Pr s1clent 
as reported in the press, under which the State Depar m nt would 
take over direct control of the American occupation of Germany on 
or about July 1, 1948. 11y main reason for thi is that the State 
Departm nt has alway. been a policy-making Department. It is not 
an xecutive or an administrative organization. .., lost of the rani~ 
and file in it are trained at making policies but not in achninistration. 
In facing the Russians in ea tern G rn1any and B rlin and in d aling 
with th other military governments in the Briti ... h and French zone , 
I think vve would have been stronger if w had br ught about an 
integrated military government pa t~rned aft r the SHAEF organi
zation with which we successfully invaded the c ntinent of \Ve tern 
Europe. 

However, now that the decision has been made to turn over the 
American zone to the State Department for a lministration, I think 
there are several ba .. ic points tha~ mu t be followed if 've are to xpect 
success. Among these, in my opinion, are: 

1. A new foreign policy of what w-. are trying to do in Germany 
must be stated. In my Report on G rmany 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 ne d is to 
delegate to th 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 we tern Europe as long as Germany remains a cane r in 
the bell· of western Europe. 

We ought not to raise up Germany while leaving western Europ 
in the economic slough of despondency. But on the thcr hmul, \V 
cannot help western Europe to get on her f 't unl ss rmany is • lso 
headed for recoverv. 

I would like to submit for the record a five-page basic tat n1 nt on 
Europe. 

(The statement referred to is as follows:) 

BAsrc STATEMENT oN EuRoPE BY LEwis H. BRowN 

Europe's ill are very deep- eated. Phy ical war de trnction i nh on of 
them and i iran ient and therefore rclativ ly minor. The only eiTect h t hi neT 
the l\Iarshall plan can do is to help E 1rope g t on h r feet RO sh can h ~!.!;in Rolving 
her basic vroblems. If we tr.v to do the latter for h r, w ''ill bankrupt o11rsch s, 
probably without accomplishing an\ thing p rmanent. It is vcr~' important that 
we under tand which of Euro1 ,e's ills< re rc clilv curable and" hich ar not. 

Eurore's curable and relativclv transient ills ar t.h following: 
(1) War de. trnction, far more 'crion~ than during \ orld \Vn,r I, hecanRe in 

the second war the de truclion \Ya cone ntrn.ted most h avily in Europ 's indus-
trial heart, Germany. urabl with t,im . 

(2) Two exce sively bad crops in wc::;tern Europ . nrahl , possibl this } ar. 
(3) Inflation, stemming from wartime deficit financing and scarcity of com;um r 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-.W'"AR RECOVERY PROGRAM 1015 

goods. Sharply aggravated now by price fixino- (which prevents mopping up of 
excessive money in hands of public) and by attempts at exce siYe capital-goods 
production in relation to consumer-good prod 1ction. Re ult i devaluation of 
money, reduced \VHl to work and Yenture for money, low output per man, artificial 
manpower hortage, exces ive time and effort devoted to black market, etc. A 
byproduct is the unreali tic official rate of exchange of European C'lrrencies in 
relation to hard currencies. Re ult i Eurorean good are unrea onably expensive, 
discouraging exports. Inflation is curable. 

( 4) "Terms of trade" at present are again t we tern Europe. She mu t import 
great quantities of food and raw materials which have risen much more in price 
since prewar than the manufactured goods he must export to pay for the former. 
One main reason is the enormous American production boom which con umes 
va t quantities of food and raw material in United States. Unfavorable "terms 
of trade" position is curable as sellers' market change to buyers' and when 
American boom declines. 

Europe's much more bas£c and less c1lrable 1"lls are the following: 
(1) Europe ha been split between EaRt and West: Formerly eastern Europe 

supplied western Europe with great quantities of food and raw material for which 
the \Ye t paid with manufactured goods. Exchange of good.- between the two 
sectors of Europe ha been greatly reduced and the reduction threatens to be a 
permanent feature because of the iron curtain and rising industrialization of the 
Ea. t. The reduction began after First World War. Czarist Rus. ia was huge 
exporter of food and raw materials in exchange for western Europ '. indu trial 
goods. But after revolution in 1917 there was sharp and permanent change. 
Industrial development of Ru sia as a clm;ed economy consumed her output of 
food and raw materials. Although Russia's hare of world production increa ed 
from 4 percent in 1918 to about 12 percent in 1941, her foreign trade nev r again 
reached the figures before the revolution. Now Russia is applying the arne 
process of forced industrialization to all her satellites-eastern Germany, Poland, 
the Danubian countries, the Balkans. Re ult will be that we. tern Europe 
mll. t look abroad for a far greater proportion of food and raw materials than ever 
before. Situation incurable except by war to force iron curtain back to Ru. ia's 
1939 boundaries. Even then, eastern Europe's indu. trialization can't be halted 
long. There will of course some exchange of goods between Ea t and We t but 
not enough to secure western Europe sufficient continental food and raw materials. 

(2) Europe has practically lost her Asiatic empire: India, Burma, Ea t Indies, 
French Indo-China-from whence he drew great volume of cheap raw materials 
and large profit because of low-cost Asiatic labor. Incurable; the day of European 
imperialism in east Asia is almost over. 

(3) Europe has been transformerl. by two world wars from greatest creditor to 
greatest debtor area in the world: Formerly the income from foreign inv tments 
and other invisible exports (merchant marine, banking, brokerage ervice.) 
received by we t European countries wa sufficient to pay for nearly on -quart •r 
of their total imports (chiefly food and raw materials) from the rest of the world. 
This huge source of income has almo. t vani hed and been replaced by n ce. ity 
to export to pay debts. ~ ituation probably incurable except in a minor way. 

( 4) Europe's social and economic system has changed profoundly from a once 
vigorous capitalism to various d grees of Racialism, ranging all th way from iron
handed but relatively effective police-state socialisms in the East to hybrid and 
not very effective socialisms in the West. II:tnd in hand with thi-; development 
ha gone destruction of the Europ an middl class, the main instrum nt of the 
former vigorous capitalism, by war lo ses, inflation, revolution, and legislation. 
Perhaps curable in West, bui, very doubtful. All eastern Enr p is rapidly on 
its way to purely Rnssian-tvpe of . ocialism. W estNn Europ may make milder 
fonn of socialism work effectively with many vestigial remains of capihli~m. 
Governmental venture will replace private venture in major sphcr s. Enormot'B 
bureaucracies and red tap are likely to make Europe less dynamic, economically, 
than in pa 't. 

The function of the Marshall plan Hhould be to help Enropp to her f et . o sh 
can ~et to work as rapidly as po:::>Hible on her curable ills. Marshall plan aid can 
be used to help re t,ore war-damaged and nndermaintained mining, agricullnral, 
and transport, plant, especially in such key Rectors as th' Ruhr ancl Ow British 
coal ar as. It can help a~sure 1 et t r crops by supplyin~ fertilizer~. (It io..; gen
erally held that 1 ton of nitro~ n fert.iliz r e-xporLs is eqniva.l<'llL to shipping 15 
tons of food.) It can hlp ch ck inflation and revaluate mon y by supplying food 
and a c rtain amount of other consnmer goods and by insi'lt.ing, :t'> a quid pr quo 
that currencies be realistically r valued both internally and xternally in r lation 

I 
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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 Europe, ought to solve the problem of Europe's curable ills in 4 
years or so. 

But. Marshall plan aid cannot possibly move the iron curtain back and restore 
the former East-West flow of trade in Europe to its former dimension . It cannot 
give Europe back her Asiatic empire. It cannot remake her a great creditor area. 
And it cannot reestablish capitalism 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 nevertheles keep on pouring in our money 
to try to offset Europe's lost East-West trade, the loss of her empire in A ia, the 
loss of her creditor position, and the loss of economic dynamism through the 
decline of private enterprise, we ourselves will encounter such huge lo ses 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 
likelv another war. 

Western Europe can only solve her loss of eastern Europe, the Asiatic po ses
sions, and her creditor position by opening up and agres ively 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 Ea t. 
The latter has half the world's oil underground. The former is almo.'t 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, etc., should fully participate. 

Western Europe must furthermore open up new ources of wealth at home, 
through modernization. Compared to the United States her agrciulture, mining, 
indu try, and transport are badly antiquated. A custom union i 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 weRtern Eu
rope except on a commercial basis. To attempt to do the full job through a 
lend-lea e, give-away, basis would be excessively inflationary in the United 
States. 

The 16 west European nations participating in the Marshall plan, together 
with we tern 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 sate~lites another 90,000,000. Western Europe, economically 
recovered and on the path to modernization and development of the Near Ea t 
and Africa, should have no trouble holding her own against Rus ian and om
muni t imperialism if she act with a reasonable degree of unity, rconomically 
and politically. In that ca e 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 III within a couple of decades. Moreover, a pro p rons 
western Europe will exert a very strong pull on the countries, now RuRsia's atel
lite , between the iron curtain and Russia's 1939 boundarie . 

The pre ent European recovery plan (Man:;hall plan) a laid before ongress 
is based largely-though not wholly uncritically-on the Pari report of the 16 
participating European countrie . That report i quite unrealistic in many way . 
It is ba ed on the thought that by about 1952 western Europe can export enough 
to pay for it needed import and at the same time come clo e to re. nming its 
prewar standard of living. This in turn is based on a propo ed volunw of n w 
capital formation (plant expan. ion) in Europe in then xt 4 year that iR obviously 
unreali tic. As an American technical publication has point d out regarding 
proposed expansion of electric power capacity in Europe, the 16 nations propos 
to build 22~ million kilowatts of new power capacity in 51 month whereas the 
United States (with a far more powerful and entirely und troyed indw:;try) 
propose to increase its capacity by only 15 million kilowatt. in 60 monthR. 

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 ba~ic 
and less curable ills" which this statement mentions. Grant d, nothing is more to be 
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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. . 

Moreover, Europe isn't really at all well on the road to carrying out the Paris 
report plans. It is now heavily exporting capital go.ods in return for food, raw 
materials, fuel, etc. Britain, particularly, is exporting so much machinery, steel 
product , 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 cour e 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 ove.,..seas world wants-and these 
are the very capital goods that Europe herself needs for restoration and modern
ization. \Vhat 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 word8, it must be understood that the recovery 
and modernization of Europe is a generation's job, not a 4-year project. 

The object 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 
mat rials 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 
fron1 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 
is 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, I strongly 
favor trying to get the 270,000,000 people of western Europe 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 arc 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 is going to do to help other neighboring countries 
and what residue in concrete physical terms is neeessary to make the 
plan fun~tion. 

Especially the Adn1inistrator 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 corne 
first for the reeovery of western Europe. Thus, we could avoid a 
mere scramble with each nation trying to get as much as pos ible for 
itself irrespective of the real necessities of the whole. As a matter of 
fact, some nations need nothing or very little until after errtain 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 o:'gan
ization that is going to he set up to undertake the administration of 
this program. We must set it up so that men of out tanding abil.ity 
can be enlisted-men who hav the experience, the ability, and the 
capacity to analyze these problems fron a renlistic standpoint and 
will negotiate such agreements \vith our friends in the participating 
countries as will help them where help is really need d. 

On the whole, I think the report of the Brookings Institution on 
this subject points the way to a solution of the problem. 
~fy only difference with the Brooking" report is that I think there 

should be a policy board, of which the achninistrator should be a 
part, whose job would be to stud:v and decide policy. The aclnlinis
trator should be con1pletely responsible for the execution of the policy 
and for coordination of policy \vith the Secretary of State and with the 
President. 

I would therefore recomn1end an amplification of the Brookings 
report in reference to an advi~ory cominittee or board. I would 
recommend that Congress call this a policy board of directors. It 
should be made up of the most practical businessmen and bnnkers that 
can be induced to devote full time to this acLivity. They sho ld have 
Yaried experience so that collectively the policy board woulcl repre
sent real practieal experience in all the varied phases of the problem. 

But I think it would be in1portant for Congress to prescribe that 
policies adopted should be agreed to by a _majority of the whole hoard, 
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 to the administrator," I 
believe that the board with the administrator as chairman should 
actually collectively detennine 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 sy1npathy 
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 ]ies in a clear-cut delegation of 
responsibility and in clear-cut instructions being is;:,uod to their rrsprc
tive representatives by the Secretary of State to his ambassador and 
by the Administrator for Economic Recovery to his repres"ntativo. in 
each country. It seen1s to me that the essence of this whol probl 111 

is in getting men of real ealib r to undertake tho kny positions iu those 
activities not only here but in the participating countrie . ~len of 
such caliber arc not usually concornPd with personal agbrn.ndizPinrHt. 

This leads me to a n1n.jor point I would like to mal c on organiza
tion. I do not think it is possible to secure, for the salaries thn,t are 
customarily paid in Government service, tho kind of n1 n who can 
successfully carry out this enormous task. This job is o~ senti( lly a 
temporary function. It will last 3 or 5 years and by that tin1e hould 
be disbanded. 

The kind of men who are needed are the kind who alr ady have n1ade 
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 fPllows 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. 

I am confident that with the right policy, the right organization 
and the right 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 tlw dark 
days of despair in the summer of 194 7 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 III. 
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 obj tivos 
upon whicli 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 effoc-
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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 rig-ht 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. I 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 it. 

I think the majority of the American people are in favor of the 
basic thing we are trying to do under the 11arshall 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 abouf80 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 thi 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 recommendaLion is not b cause I 
think we will be entirely repaid, but because I believe incer ly that 
once the people in Europe realize that Uncle Sam is not anta Claus 
they will themselves revise downward their estimat s of what th y 
think the United States of An1 rica should supply. This alone might 
cut their r quirements by several billion dollars ov r a 5-ycar p riod. 

There has been a great deal of discussion behind the cene 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 discuss d last summer in Europe when I wa th re 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 a.re dealing on a busine s basis then it is prrf ctly prop r 
to n1ake 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 b en when she 
served as the banker for the rest of the world. He replied: 

Great Britain has bN' n the banker forth<' world for a coupl<' of hundr<'d y<'ars or 
~ore and in the loans that we made w uevcr h<'sitat d to stipulate prop r condi
tiOns for repayment of the loan. 
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When Switzerland recently loaned France money she stipulated 
that payment should be made in so many tons of coal and commodities 
each month. 

I think the European participating countrie \Vould understand us 
better and have more confidence in the ucre s of th plan if we 
approached these problems with the same kind of realism that they 
themselves use. 

In making up our loan to Great Britain, \Ve ought to attach the 
condition that v.re will supply Great Britain with food and other 
necessary supplies in proportion to the extent she .·ports coal to 
western Europe. That is Great Britain's job. She ought to be doing 
it. he did it before the \Var. G-reat Britain can get paid for coal 
exported. \Ye have no chance of bPing repaid. 

I do not, for one mon1ent, maintain that there are not two side to 
these problems. \Jl of these problems are complex. In trying to 
make 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 ve set up. 

The great problmn confronting Congress is how to wTite into th 
bill the fundamental requirements necessary for success. If Congre 
doesn't do it directly, they ought to hold up appropriations until 
they have, through discussion with the executive branch, brought 
about the de ired end result. 

I have tried to touch on son1e of the high spots of this problen1 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 onJy the high pots 
on the assumption it would be for the record and you could get the 
balance by asl~ing questions. 

Chairman EATON. Thank you, 1,1r. Brown. 
As ~sual you have been most illuminating ill the presentation of 

your vwws. 
'Vould you tell us why England is in such dire nece sity, a coi1-

parcd, for instance, with the others? You named two countries thcr . 
11r. BROWN. I think England is in very difficult cireumstaiH'I' , 

because she has 48,000,000 people, which is just about th san1e sir.c 
as western Germany, and with her land, sh can feed only a p rLi n 
of them. 

There are about 28,000,000 people in Great Britain that cannot be 
fed by the present productivity of the soil. I thinl~ if he changed 
her agricultural processes she might be able to get that down to 
perhaps 20,000,000 that she cannot feed. 

England hns always had to buy food and ra\v materials from 
abroad, convert it into n1anufactured goods, s')ll those goods abroad 
or sell services like, for instance, shipping or banking, t pay for th 
food and raw materials she needs. 

The war has cost Britain a great part of her foreign trad . L. he 
had to convert to \var plants ven more than we did. II 'r f reign 
trade has been disrupted entirely. Th loss of som of hrr foreign 
investments and the disruption of some of the trad abroad ha put 
her in a most difficult position. 

vVhen the end of the war came and Britain began t convert fr m 
wartime manufacturing to p acetime, she thought of c ur c thnt 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 
co~d get the power plants operating, so they could get the factories 
gmng. 

Every 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 $3,7 50,000,000 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. However, in 
England they needed desperately to increase their coal production 
trom 200,000,000 tons to 250,000,000 and going to a 5-day wrek wa 
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," Take some 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 stor s, 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 wiv sand daugh
ters wi1l get them to work on Saturday." 

Now, Sir Stafford Cripps did not agree with that. lie said that 
was contrary to the long-range socialistic objectives, and th y did 
not want to offer one group of people anything they could not off r 
everybody. He called it" equality of sacrifice." 

I said I thought it would result in equality of misery for all of the 
69082-48- 65 
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people of Great Britain because unless they could get something to 
eat, they were going to get awful hungry. 

That is 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 coal 
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 Great Britain, as to what she is going to do to help Europe get on 
its 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 EATON. Your idea was to have a much larger proportion 
of these funds go to England than any other country over there? 

11r. BROWN. No; 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 a to 
how we could put Humpty Dumpty together again and back on th 
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 thetnselves, 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 EATON. What would you say about the deadline of the 
1st 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 sucl 
time element as that which will either make or break us. I think 
we are making a decision and a very basic deci ion that is one of the 
most important we have ever had to make next to th one of actually 
entering or waging war. I think we will be involved in this probl m, 
not for 1 year or 2 but 5 or 10 years. I think w ar ntcring on a 
long-term objective which as I stated is either to pr vent or win World 
War III. 

I think therefore it is much more important that we got 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 EATON. 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. JARMAN. 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. BROWN. 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. 
11r. 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 cur the probl m, 
so, in my opinion, they wasted about a year or a year and a half 
trying to nationalize the min . 

The problem of a great bureaucracy trying to tak over and operate 
thousands of mines was such a problmn that th y did not cure any
thing. They made the situation worse. The miner 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 I 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 Nlr. Bevin, who is a labor leader himself, and a practical 
fellow, if you give these miners an incentive and giv 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 con1pared 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 \n 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 going to 
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-pen!ent increase for 1948, I should judge that was 
about 'vhat 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 11 rgcnthuu plun in 

Germany? 
Mr. BROWN. Yes, the 1Iorgenthau doctrin of trying to on vert 

what is left of Germany into an agricultural nation i th basis of our 
Yalta and Potsdam agreements and the Dir ctive 1067. Whil our 
Government last year issued a new directiv , and corr ted rn few 
of the things last fall, it was only ·what they ould orr ct within the 
basic policy. 

General Marshall's statement about eli mant.ling plant , that h 
made yesterday, \vas fundamentally mad h causr h i ied to the 
Yalta and Potsdam agr ements in hi viewpoint, and whil Ru ia 
has completely thrown them overboard, w are till trying to go al ng 
with them. 

Irrespective of whether that may have b en d irabl 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. VV e 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 it, 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 Pa.ris report down considerably, 

have we not? 
Mr. BROWN. Yes. 
When I 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 it. 

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 ace pt this 
report as the broad basis of what you think is the problem," and th n 
send an administrator and organization to get them tog thor as a 
whole and say, "Now, let's get down to bra.ss tacl s. W will take 
your proposal but we want to see what arc the 0sscntials," I think 
you will find some of these countries will need no help at all. 



George C. Marshall Foundation, Lexington, Virginia

1028 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

. , 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 Italy 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 no\v 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 industry. It should be able to sell goods 
at a profit a!ld 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 Governn1ent 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. JARMAN. I 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. BROWN. 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. Howev r, I 

think we should put first things first and they should be incorporated 
in our agreements with each country and with all16 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. JARMAN. 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 u h 
figure as though we had a budget worked out and that we lm w ju t 
what we were 2'0in2' 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. 

I think it is 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. JAVITS. 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. '¥ e 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 've are talking about because they were made 
in the darkest days of 194 7. 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. BoLTON. 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 
is 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 
th!ngs first, they will tak the emerg ncy action. 

Mrs. BoLTON. The situation in Austria would be very acute. 
Mr. BROWN. I think you will hav som further mcrg ncy action 

and it will be more or less a continuance of the merg ncy type of 
relief in the beginning but I know the problen1 of getting men and 
analyzing these things, as far as some of the long r-range probl ms 
are concerned, it will take more time. 
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Mrs. BoLTON. 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. ~J cCloy 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. BoLTON. 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 Grrmany 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. BoLTON. 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 
into 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. BoLTON. 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. 

Nlrs. BoLTON. Thank you very much. 
Chairman EATON. Mr. Merrow. 
l\1r. MERROW. Mr. Brown, on page 8 of your statcn1ent, you said 

that you favor getting 270,000,000 p ople 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 Hit] r and his Nazi 
gang. 

l\fr. BRO\VN. That is right. 
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Mr. MERROW. My question is this: If we go along with this pro
gram, get these countries on their feet economically, how will they be 
able, after that i done, to re i t tho oviet Union from a military 
point of vie\v any better than they are today? 

11r. BROWN. I think the problem there is fir t, 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 \Ve 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 spr ad, just as the azi gang did, 
will look at what happ ned to Germany in two war and will not be 
very anxious to start a third on . I believe that Ru sia ha military 
power today to spr ad to th west if he wanted to tak the long
term risk. I do not think we could stop her. I do not think when 
you get 270,000,000 p ople ther , that purely from th standpoint of 
th number of men under arms, that it will be enough to top th m, 
but I believe it will be a great moral det rrent to prevent Russia from 
spreading westward anrl 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 pow r, 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 dang rous for som one 
to start something of this kind. 

11r. l\t1ERROW. It is hard for me to see how this is going to be a gr at 
moral deterrent, b caus certainly in the p riod of 4 years, v n though 
their capacity to produce st el has increased, they will not be in a 
position to destroy the ovi t Union in a military way. 

I use 4 years, because th l\1arshall plan is for 4 years, and the 
President's Air Policy Commission has set 1953 as" A" day r "Atom 
day," and it oc urs to me that th countries will b great r priz for 
Soviet aggression at that tim than they are at the pr s nt time and 
if we go along with this program without being fully pr parPd, pro
ceeding on another program of foreign policy, we would b thr wing 
our money away in this program. 

Mr. BROWN. You say if we go along without b ing pr pared. I 
think we must be prepared in the right way, as the fir t pr n1ise of 
our foreign policy. 

Let me put it to you the other way. Let us say w 1nu t hoose 
one or the other, and we choose to be prepared, would you lil~ to 
have the 270,000,000 people in w stern Europe in onon1i ·haos, 
and taken over by Russia without h r necessity of going to war, and 
then if we had to start defending ourselves, what is our strat gic 
position? 

I would rath r, if we can do it at a realistic cost, to hav that 270,-
000,000 people on our side. Th y may not b abl t d fy Ru sia 
but I would rather hav them on our side with so1n h p , and the 
starting point of some alii s, than I would be willing to d without 
them. 

1vfr. MERROW. If we go along with this pr gran1, without, for 
instance, air supr macy, or an all-pow rful air for , th n wo 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 prevent1' the spreading of the iron curtain. I 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 've 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 drilling with antiquated small arm in 
order to concentrate spending on research, atomic w·arfare, 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. Ho·wever, 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 ar~ 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 'vhich to deliver the message to Garcia. 
You know what I mean and you better think ahead of where you a.re 
going to have bases and 'vhether 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, 've should appropri

ate during the remainder of this fiscal year, $500,000,000 for th 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 seal dow·n the propo cd 
appropriation for the Marshall plan and put it into that Air For e so 
we would have that force to protect the investment \Ve are making 
here in western Europe over the same period of time? 

Mr. BROWN. I have not studied il} 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 obj c
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 el e. 

Mr. MERROW. I am glad to have your opinion on that. 
You certainly stated the Russian situation v ry realistically, and 

being in complete agreement with a strong air force is very helpful 
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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. RICHARDS. Mr. Chairman, I did not hear the greater part of 

the testimony of the witness and I therefore will not ask any questions 
but I shall read his testimony with great interest. 

Chairman EATON. I am sorry you were not here, Mr. Richards, 
because it was one of the most instructive and fundamental bits of 
testimony that we have had, I think. 

Mr. JAVITS. 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. HROWN. I would say so. 
Mr. JAVITS. Would therefore all your thinking have to change if 

that proved not to be a fact? 
11r. BROWN. Do you mean if Russia actually moved in and took 

western Germany? 
Mr. JAVITS. If all western Germany chose to ally itself with Russia? 
lvlr. BROWN. Yes. I think such a basic premise would require a 

reappraisal of the situation. 
Nlr. 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 bufl'er against the U.S. S. H. is alone correct? 

Mr. BROWN. I 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. 

:Nlr. JAVITS. I 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 II 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 inv stments by 
United States private investors in Germany? 

~lr. BROWN. I think there was a n1inor portion of that. I r mem
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. 

1t1r. JAVITS. Did we do anything in that intervening period, once 
the turbulence of the immediate postwar was ov r, to suppress 
German industrial activity? 

lvlr. BROWN. No, I don't think we did. 
Mr. JAVITS. And the end result was World War II. 
Mr. BROWN. I don't know whether you would say that was the )nd 

result. It was primarily a result of the rise of Hitl )r. If Hitl \r had 
not come up, the mere fact that we did not make loans or repr .ss in
dustry, you wouldn't have had a war. I had a con1pany in Gerrnany 
and I went there in 1931, and l watched Hitler coming up and I 
decided to get our company out of Germany. We got out of th \re 1 
month after Hitler came in with the last of our marks in th lining of 
the raincoat of our rnanag r when he came out. I w nt int England 



George C. Marshall Foundation, Lexington, Virginia

1034 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 

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 II." 

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 likeN apoleon, 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. JAVITS. He won it in 1933. He did not seize power. 
Mr. BROWN. That is right. · 
Mr. JAVITS. 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 I. 
Mr. JAVITS. Before the time came to make this great war, World 

War II, 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 is, 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. JAviTS. Is not your .basic situation changed also if the Com
munists win an election in western Germany just as Hitler won an 
election in 1933? 

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. JAVITS. 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 so. This was 
one of the biggest coal mines in the R uhr. 
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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 II. 

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. JAVITS. There were some 3,000 workers in the mine, and the 
nine were their spokesmen. 

Mr. BROWN. You can find them in the automobile unions in 
Detroit. 

l\1r. 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 toM. 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 Governm~nt 
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 s cond, that w st rn 
Germany was capable of voting Communi t and accomplishing th 
same result. 

1\tlr. BROWN. I think she could but I do not bcliev 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 b right, and then 
we would ha vc to chang th premise. 

Mr. JA VITS. If we strengthen German h avy 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? I 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 milita.ry means. I am sure there is a risk 
but I think it is the lesser of two risks. We are on the horns of two 
dilemmas wherP the risk is great and you must take the best judgment 
as to which risk is less. 

Mr. JAVITS. 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. 
11r. 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 I 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. J A VITS. 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. JAVITS. So if she got up to within 15 percent of that production 

she \Vould 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 figur s w r 
in the eastern portion. This is not all from the western portion. 

The quantity of coal from the east, which is the Soviet brown oal 
used for heating, I think ran into quite a bit of tonnage, wh r as the 
coking coal from the Ruhr, \Vhich went into France, Belgium, and 
som e of the other countries, had a higher value but not o mu h 
tonnage. 

~1r. J A VITS . N o·w In. at rially increased ~ports of coal from the 
Ruhr would also serve to take the Germans off the bacl~s of the 
American taxpayers, would it not? 

:\1r . BRowN. Yes, and I do not for a mom nt uggest that rmany 
should not resume her xports along with Britain, to the oth r 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 e:Arporting, 
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. 

11r. JAVITS. Would it not be a good hedge, however, to build up 
this French steel production, even if we had to finance it? 

l\fr. 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 EATON. Thank you, 1fr. Brown. 

LET's GET GERMANY OFF OuR BAcK 

By Lewis H. Brown, chairman of the board, Johns-1\1anville Corp. 

(Here is presented the viewpoint of an American industrialist who made a special 
study of Germany at the reque~t of United States occupation authoritie'3. 1\Ir. 
Brown's report, of which this article is a conden. ation, ha. been prPsented to 
President Truman, the State Department and the War Department. The full 
report in book form will be published shortly by Farrar and traus) 

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. Lucius D. Clay suggested that I spend 
as much time as possible in Germany to get first-hand information a a ba i _ for 
a report on what should be done to get German industry on it fPet and off the 
back of the American taxpayer as soon as possible. 

1\ly approach to this problem has been from the standpoint of an indn triali t's 
attempt to analyze the problem of a bankrupt company and t.o d<'termine th 
imple common·. ense fundamentals necessary to get the wh eL of production 

turning, and the company on a profitable ba. is a soon a.s po ible. 
Germany i today bankrupt, and western Europe is t.hrpaten d with bankruptcy. 

The comparison with a bankrupt industrial company i. p0rhap applicable. This 
approach to the problem may, therefore, have m<'rit. The real problem is to 
bring about the economic reconstruction of we. t<'rn Europ as a whole. 

41y one regret is that, in dealing with a subject so controver::-;ial, ther i · b und to 
be di...agreement with any cour e of action recomm(>nded. From the ctwmi s 
of the American way of life, I have no hope of ecuring agr emcnt. From our 
friends who abhor all forms of totalitarianism, with it:-> concentration campH 
in eparable from a police state, I hope for toleranc and ultimat<• und r.~tauding of 
the imperative need for getting togethf'r on a plan of actinn under which WP. may 
minimize the thrPat to western civilization and prcscrv it~ pricdc·:s fr cdoms. 

1 Tot even a beginning can he made to a solution of the prohk·m of w ·~t(·rn 
Europe unless we AmNican .. r<'cognize and admit that the Morgr>nt.hau philosophy 
(calling for t.h break-up of Germany into a S<'rics of ::;ub:,;istellC ·farm~), as die tat ·d 
by Pre ident Roosevelt in Qtwbec, th<' Yalta and Potscl:un ::w,n·c•nwnts, i~ prc•dica
tecl on fallacie8 and has made impossiblP. lh · aecomplishmcn t. of the vcr.r objccti ves 
which w all considerf'd impl•mtivP. 

\Ve must also r<'cognizc 1 hat. the fonr-powN dh ision of ncrmany, in vi w of the 
attitude of Rus~ia, can neYC'r ·uccecd. \Vt> lllltsl th refor ace •pt the present 
partition of Germany l\.8 an accomplished fact at 1 •ast for t.he prr~wnt.. Thi 
means that in th AmNiean, British, and Fr •nch zone.' in W<'., tern ~ermany arc 
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48,000,000 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, mie;ht be willing to agree to the unification of Germany. Few people in 
Europe with whom I have talked have any such hope. My own belief i 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 gett.ing effective action that will assure the carrying out of a 
restatement of policy i8 similar to the problem confronting the Allies when they 
were planning the invasion 0f 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 succe1's of the invasion 0peration. 

When the Allied troops were battering their wav to Berlin and the problem of 
how Germanv 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
~trated method of coordination and cooperation could effective action be secured. 
General Eisenhower was overruled bv his commander in chief-President Roose
velt. The resulting quadripartite ·division has multiplied immeasurably the 
great difficulties of the past 2 VP:trR. 

It is my recommenpation that Congress, as a condition of appropriating funds 
for the backin~ 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 als~ 
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 civilian 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 Mar hall plan will not be di sipated 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 years 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 pu h, but it is 
vitally necessary that the German people pull in the intere ts of their own 
l!!alvation. 

This can be done by the following program, each part of which presents many 
problems and difficulties but none of which is impo sible of attainment. 

The program for giving Germany new hope is: 

I 

Declare an end to the reparations of capital goods. That is, discontinu the 
practice of moving whole factorie out of Germany and into oth r countries as a 
part of the reparations due them. ~ 

II 

Bring to an immediate and early end the process of d nazification xc pt for 
the 80,000 top Nazis. Today the German industrialist is dcbarr d, through the 
extreme denazification program, from ace ss to th best brains of Germany, and 
therefore sufferi from a severe shortage of t chnical, up rvi ory, and x cutive 
help. 

III 

Permit the Germans to export by quickly nntyin~ th shackl<'R that. now bind 
their hands and feet. These take the form of r ~nlations prohibiLing barter and 
the making of contracts with foreign busin s firms. Al::;o, I r omm nct 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 Lander (provinces) 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. 

v 

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, woulci be a great mistake. The 
The German people are not yet ready. I 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, hut the heads of 
the military government should have a veto power on these selections. We 
should al~o 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 the e countri s 
eventually to stand on their own feet, fully capable of repaying the loans t 
America pro viding 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 th 
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people in America. No one can do heavy work and produce on a diet of 1,200 
ealories. 

There is more to the problem, however. An exceptionally able young 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 card 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 le s 
but with a child's supplementary ration of milk and fats. In total, ay, 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 
worker's diet next to bread, were unobtainable on the ration cards for almost 
4 weeks. 

In practjce, therefore, thls 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. 

Wjth an enormous void in their stomachs, husband and wife will try to buy 
more food in the black market. But there prices are so hlgh 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. 
For a 5-year period this declining guarantee for food would cost about $2,000,-

000,000. 
If, 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 y ars 
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 u. ing 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 arc now producing 220,000 ton of coal a day. Th<>r an· 
ahout 260,000 miner in the H.uhr. Thus over-all output pc•r ILan JH'r da: i~ 
about ninf>-tenth of 1 ton. In pr<'war it was 1.6 tons p<'r man p 'r day. I or a 
good many rE>asons they may not b<' abl' for Honw y ar. to do more than ] .35 tons. 
But, if the latter fi.gure could be attainPd , it would rn 'an a 50 p rcent incn·aRc in 
coal, or a total of about 345,000 tous p<'r da~. Thi' would nl<'an 35,000,0 0 tons 
more per y ar for crmany, and with that a dynnmic ,( rma11 i11dustry would g<·t 
going. 

ThP probl m is how to get it. Fin.;t, bring bac:k more rn.pidly th<' fornwr {cr
man Ruhr minerH who ar<' priHOl'<'rR of war working in thc- Fr.cnch min('H wh r 
their output is very low. ccond, offer each undl·rgrou nd Ruhr min r (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 increa e in food for himself 
and his family. 

The annual production of the Ruhr is going at the rate of 66,000,000 ton . The 
new plan would provide an annual production by the end of 1948 of 99,000,000 
tons. But, immediately such an increase 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 tran portation syst m 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 cycle. 

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 dynamic 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 i sue 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 cycle. 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 exi ts between Britain's import and 
exports. It would go a long way toward curing the dollar shortage that i 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 increa ing 
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 ocialist 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 increa ed 
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 econolJliC 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 " takhan
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 accompli h 
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 thi is to 
help western Europe and Great Britain to get industrial production going and the 
standard of living rising. 

Without question in Germany, and perhap in Great Britain, it will be neces ary 
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 a an 
incentive to get production going and not merely for r lief. It is my d finite 
recommendation that the American Congress stipulate some such plan a thi 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 outlin d, h will . till n d some 
additional loans to buy supplementary food and raw mat rials. In my opinion, 
the people of Great Britain have not yet been told th truth about th xt nt f 
the austerity program required if there is no additional h lp f rthcoming for 
Great Britain under the Marshall plan. 

It is not in the basic interests of America or of th world that GrC'at Britain 
should be permitted to fall or, under execs ivc austerity, to delay h r conomic 
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 a@Complish 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 wal~s 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. 
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We will include in the record a statem~nt by Dr. Ronald Bridges. 
(The statement referred to is as follows:) 

STATEMENT ON Eu~OPEAN 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 conduct 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 friend. hips. 
The blunt truth is that we are not at all secure in our friE-ndships 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 su~picion which has been exploited very clev,erly. One 
doesn't have to he 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 pro~ram; 
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 I 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 factc;, and 
are in a better position to judge than are most of us on the outsidP.. 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 democracy, defend it, propagate it. But democracy 
is not a virus with which people can be inoculated, a b nign-appearing disease 
with which we can infect people. It is a state of health which must be cultivat d
a state of mind that proc ds from the healthy comfortabl condition of man. 
Communism can be forced on people too weak to r sist it.- not d mocracy. 
Communism can be finagled, maneuvered, and imposed by coups. Democracy 
has' to grow organically. People cannot be starved into demo<'ratic ways or 
frightened. They cannot be bargained or threat ned into b iug democratic. If 
we try any of these tactics or give the appearance of trying th m, ~ • damag our 
own cause terribly. 
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Nobody is so smart that he cannot be manipulated at times--nor so dumb 
that be 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 the e benefits 
to ourselves, it will fail of its high purpose and the very benefits hoped for. K or 
is this program to be conceived as giving us the right to peak 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. 

Arrogancf' 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 appear~ to be. 
The arrogant point of view is that we don't need France, Luxemburg, Denmark. 
'Ve do. The p9.inful narrative of history teaches that Athens needed Boeotia 
and Sparta- that Rome needed Palestine. All countries need all other countriE-s
all people, all other people. The interdependence of man is no fancy-not proc
essed, homogenized man, but just man-thE> son of God. 

In . hort, J ~ee a great hope in the ERP and so do most Christian people. We 
know that . o hu~E; a plan cannot be put in action wiLhout some waste-wP hope 
not too much. 'Ve know that every good program advantage.· some coundrels 
who are having a lucky eason, but we will try not to be too di. turbed if a f w of 
them cash in. Some prodigal. are being welcomed into this program-and there 
are always fathead protests when the fatted calf is killed for a prodigal. 

The legi lation remains to be written, the amount et, 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 legi lators who are trying to find a way out. 

vVe who believe in Christian democracy support such a plan as the European 
recovery program becau e it is Christian democracy. That is the kind of thing 
you have to do if you would live your principles and your faith. 

A CALL TO THE 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 economic collapse, chaos and the spread of 
totalitarianism. They cannot win back their strength without our help. 

Conscience and human decencv 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. 

'Ve support prompt emergency aid to Europe to meet immediate need for food 
and fuel. 

\Ve support the 11arshall 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 rna sive 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 l\1arshall 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 European 
problem as a whole. Since it is the hope of the 16 nations that the nonpartici
patmg 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 Europe a real opportunity to create trong and free governments of 
their own choo ing. We oppose any moves of our own Govcrnm nt which would 
impo e a particular economic or political pattern a a condition for r cciving aid. 

The temporary ... acrifi.ces 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 ill personal and family u e of food and other necessities. 

We believe that our effor~s to render aid abroad mu t be undergirded by policies 
and programs of full agricultural and industrial production within our own 
country. Farmers, industrial leader. hip, labor, and government must all share 
the responsibility for such policies and programs. 

We believe that we should limit harply our natural desire for more profits 
wap;es and salaries, and other income. 

We believe that we must protect the people of our ation by lowering prices 
and fairly distributing the essential of life. Specifically, we upport 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. 

"'0,7 e appeal to religiou people to give increa ed support to the voluntary pro
grams of the churches and welfare agencies for relief and recon truction overseas. 

Finally, ,-.,e appeal to church people as a mea ure of justice and equity to sup-, 
port such programs of Government control of our economy a may be nece ary, 
including price control and rationing.-! sued by the Council for ocial Action. 

NOVEMBER 1, 1947. 

Chairman EATON. Our next witness is not here at this time so we 
will adjourn until 2 o'clock. 

(Whereupon at. 11:45 a. m., the comn1ittee adjourned, to reconvene 
at 2 p. m. the same day.) 

AFTERNOON SESSION 

(The committee reconvened at 2:15p.m., following tlw noon ret0 s.) 
Acting Chairman BoLTON. The eommittee 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 

1-Irs. STONE. I am speaking today for a group of women citiz ns 
who deeply desire the enactment of the Europ0an recovery program, 
and who earnestly hope that the United tates will act soon and ade
quately. 

The League of Women Voters views the proposed progran1 with the 
perspective of 2 years of study and action in the field of governn1ent. 
During these years we have quite con~ciously tried to take ur , hare 
of re ponsibility for national decisions in international rt'lnti n . 
We have approached the con ideration of the European reeo\ ry 
program with a fund of principles of good governn1ent, and par
ti ·ularly with citizen experience in evaluating int0rnational ec· nmnir 
relation hip and the hearing which they ha\ e upon world tnhility. 

Our realization of the importance of economir foundn iions of peac 
dutes back to the midtwPntie when "N·onon1ic u~re<'llH'nts in th 
interest of peace" wns written into our progrnn1 for a<"tiv support. 

The League of Women Voters has long held that a sound for ign 
policy depends upon consistent, long-range thought and action. We 
have urged the acceptance by the United Stat & of it full har of 
responsibility for strengthening the Unit d Nation . Esp ially inl
portant, it seems to us, was the establishment of s und ·onon1ic in ti
tutions within the United Nations framework. A rdingly, w . have 
supported the development of the Econo1nic and ocial oun il. 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 United 
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 is 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 poiht 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 progres ing 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 much 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 Europe. Also 
within the Commission are a Transport Committee, which ha 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 progre s 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 r view, and 
of annual appropriations, we retain the right to pass on t.h so \fforts. 
Our continued aid should be dependent on their continu d pr gre . 
We would defeat our own purposes, were we to mak our aid con
tingent upon the 16 nations reaching certain goals on sp cifi d dates. 
Recovery depends on too many unpredictable factor ; it annot be 
forecast to the ton of coal or to the bushel of grain. 

There is also the test of observation- following through on th 
actual use of the resources we provide. The recipient nation must 
make it possible for observers to s e where thr European rr overy 
program resources are being used. Tho UnitPd StaLr. hould have 
officials in Europe whos task it is to r<'port th fact., ba ·k to th 
Government and the citizens of the United ._ tat('S. W suggr t that 
it is appropriate for the CEEC to have its own ob crv('r 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 dangers 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 car , 
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 n1ay consider attaching to the European recov ry progran1. 
A fundarnental fact of the European recovery program is that, while 
United States goods are essential, the Unit d States cannot perform 
the job. It must be done by the 16 nations. The progrmn i their , 
not ours, and it is they who will carry it out. 

It would hinder rather than help European recovery if the Unit d 
States should attempt to regulate the domestic affairs of th 16 
nations. We must deal with them. as we would be dealt by w re we 
in their situation. We must respect the prerogatives of indep nd }nt 
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states. As long as the European peoples themselves, through freely 
elected representatives, 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 memb rs 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-range 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 making 
them. 

Ac.ting Chairman BoLTON. Thank you, Mrs. Stone. We certainly 
appreciate this very interesting statement you have made. 

There may be some questions the committee would like to ask you. 
Mr. Jarman. 
Mr. JARMAN. I 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. STONE. We certainly like to hear that, Mr. Jarman. 
11r. JARMAN. You are the only witness we have had here for so1ne 

time with whom I have not disagreed in some respect. However, I 
do not disagree with anything you have said. 

11rs. SToNE. Thank you, Mr. Jarman. 
Acting Chairman BoLTON. Mr. Richards. 
1fr. RICHARDS. I just want to congratualte you on your very fine 

statement. We a.ppreciate your coming here and hope you will come 
more often. 

Acting Chairman BoLTON. Mrs. Stone, I am not going to be so 
easy on you. 

Mrs. STONE. Very well. 
Acting Chairman BoLTON. You speak of our free institutions. In 

doing that, have you had any thought of controlled curr ncie , 
and whether we are going to uro-e those countries to free their 'UIT n
cies or whether we exp ct them to stab1lize by ontrols? Have you 
p ople given any thought to that kind of thing? 

Mrs. STONE. Yes, we have. We recognize some control will h 
necessary. We hope that the 16 nations cooperativ ly will com to 
agree on methods and procedures among thems lves. 

There is no doubt that our advice will be ~ought, a tunlly, particu
larly on some of these mon tary matt rs, and it will b a v ry fin line 
to draw b tween advice against a background of principal and inter
vention. It will be very difficult to draw. 

Acting Chairman BoLTON. Have you thought through to the gm1l 
of what. we might dream of as possible again in th 1natter of urren iP 
and the standards of them, wheth r w w uld do lw t to n1ove town.rd 
a return of the gold standard? 

Mrs. SToNE. No; I hav no position on that nn<.l th Lrngu<' has 
no position. I b lieve that is g tting a little hcyond tlw <l<'pth of 
our citiz n's organization, not that we do not hnv<' <'. pert. \Vho ar' 
interested in that, but we try to confine our tand to the idt•u,s of th 
membership as a whole. 
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Acting Chairman BoLTON. 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 BoLTON. 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 BoLTON. You are simply enumerating some of 
the things for our information? 

Mrs. STONE. That is right. 
Acting Chairman BoLTON. I think that is very helpful. 
With regard to the people who are going to administer this, it will 

be, of course, a temporary job1 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. STONE. 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 BoLTON. 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 BoLTON. Thank you very much. 
Mr. MALONEY. May I ask one question, if you are through with the 

witness? 
Acting Chairman BoLTON. 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. MALONEY. 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. 11ALONEY. Thank you. 
Acting Chairman BoLTON. 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 BoLTON. 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 BoLTON. Our next witness is another Mrs. Stone, 

Mrs. Margaret F. Stone, Chairman of Legislation of the N a tiona! 
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. Ov r 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 
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standard of living here in the United States, and even on our national 
security. 

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 is 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 tbat all eom
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 wh reby ea h 
countr.Y receiving aid would put into a special account the equival nt 
in local currency of goods and services received by them a 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 vve should like to sec 
written into any foreign rehabilitation 1 gislation a definit tatem nt 
of United States intention to cooperate in every pos ible wn,y with th 
United Nations and its affliiated agenci s. Naturally, all f th agree
ments mentioned above between the United tate and th Europran 
countries should be registered with the United Nation a r 'quired 
by the Charter. 

The matter of tin1e is critical. Prompt action on this legislation is 
essential to make success of the progran1 possible. En1 ergency aid 
has been provided up to April 1, and any delay b yond that date in 
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appropriating the necessary funds \Vould greatly increase the cost of 
the program and greatly lessen its chances of achieving the desired 
goal. 

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 w·hich we have been looking 
in vain since the end of the \var. 

Acting Chairman BoLTON. We are particularly happy this after
noon to have our ranking Republican back with us, l\1r. Chiperfield. 
l-Ie slipped on the ice and shattered his elbo,v. The last time he came 
up from the hospital to vote, he was in rather bad condition. It is 
good to have him back. 

Mr. CHIPERFIELD. Thank you, Madam Chairman. 
Acting ChaiTman BoLTON. l\fr. Chiperfield. 
Mr. CHIPERFIELD. 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. 

l\1r. CHIPERFIELD. It seemed so to me, because if vve do not arrange 
for ~tabilization 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 giv sup
plies to them. I believe that is one of the vital problems this com
mittee and the Congress is faced with. 

Acting Chairman BoLTON. Will the gentleman yield? 
:Nir. CHIPERFIELD. Certainly. 
Acting Chairman BoLTON. You suggest, then, that we may be 

involved in a reconsideration of some of theW orld 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. CHIPERFIELD. 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 nd 
of the telescope. When we give this reconstruction help, will Lhey 
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 
thinking about that situation, and at tho proper tinw, I would like to 

69082-48-67 
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have the n1embers of this com.mittee 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 \Ve 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 Portugal. 
I was in Luxen1burg and in Belgiun1. I saw the extent of recovery 
there. There was no unen1ployment. 

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. STONE. 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. CHIPERFIELD. I did not mean to pin you down to any particular 
figure. I was using those as illustrations, only. 

For example here is what \Ve are up against as a com1nittee: First, 
've 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. 
ror the first 15 months under the 6.8 billion dollars they arc asking 
t-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 figure for tobacco. 

Acting Chairman BoLTON. 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. CnrPERFIELD. I was wondering the same thing and was hoping 
perhaps it could come from the other countries and give us something 
in return. It \vould 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 thing \Ve are going to send over there is horse meat. 
That is an awful lot of horse meat . 

... 1r. MALONEY. Will the gentleman yield at that point? 
Mr. CHIPERFIELD. Yes. 
11r. MALONEY. When we \Vere in Gern1any and many of the coun

tries of Europe, there \vas a surplus of n1cat. 
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Mr. CHIPERFIELD. Mr. 11aloney, we had testimony here that there 
is more beef on the hoof in France than prewar. · 

Those are things we should examine. 
'Ve have here $609,000,000 listed as "Other imports." 
If we had an appropriation for a city council or something and they 

had ":\1iscellaneous" 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 
\vithout trying to scrimp 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, 11 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 
is a complicated question. I thank you very kindly. 

Acting Chairman BoLTON. Mr. Richards. 
1fr. RicHARDS. 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 BoLTON. Mr. Maloney. 
Mr. MALONEY. Mrs. Stone, I am very much interested in what the 

American people are thinlring 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. MALONEY. Give it to me in round figures. 
Mrs. STONE. 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. ~1ALONEY. How was this staten1ont endorsed by the women of 
that league? 

l\1rs. STONE. We hal our convention in ~lay. That \Vas before 
Secretary 1v1arshall made his fan1ous 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 Lo our executive board Inembers 
\\·ho are authorized by the organization to act for thmn in b tween our 
trimu ial conventions. 'V c had a unanin1ous vote by our nine board 
members to support the 1\'larshall plan. 

l\1r. 11ALONEY. Did the 25,000 w men vote that way o · was that 
just the nine men1bers of the board? 

Mrs. STONE. After the board has -voted to put uuytbing on our 
legislative program, that goes out to all of the loc~lll 'n.gues, and th y 
are asked to read it at their ne. ·t nweting. Thnt is dono and the 
leagues then eiihe~· s 'lld in un iudorscn1eni or obj ·tiou to having it 

, 
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on the program. Therefore, ·we know that a majority of onr members 
do approve, although individual members may not, of course. They 
have ha.d an opportunity to send in objections anJ have not done so. 

Mr. MALONEY. Thank you very much. 
Acting Chairman BoLTON. I would like to put !vir. Chiperfield's 

question in just a little different way, if I may. We are all deeply 
con('erned 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. I 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 Chairman BoLTON. 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. STONE. No; I am sure I would not. 
Acting Chairman BoLTON. The goal will always be before us. 
Mrs. STONE. Yes. 
Acting Chairman BoLTON. Mr. Jarman. 
Mr. JARMAN. 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 I 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 study 
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 conscientious repre
sentation of the best interests of this country, just as we Members of 
Congress try to do. 

Acting Chairman BoLTON. These figures were gathered last sum
mer? 

Mr. JARMAN. Yes. 
Acting Chairman BoLTON. After all, there has been a good deal 

which has gone on in those countries. Italy 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. JARMAN. 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 much, 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 Chairmai,l BoLTON. Thank you very ffiuch, ~·Irs. Stone. 
\V e will next hear from Mrs. 11abel Newcomer, a member of the 

national board of the AAUW. 

STATEMENT OF MABEL NE\VCOMER, PROFESSOR OF ECONOMICS, 
VASSAR COLLEGE, AND MEMBER OF NATIONAL BOARD OF 
THE AMERICAN ASSOCIATION OF UNIVERSITY WO:rd:EN 

11iss NEWCOMER. I appear before this committee to urge, in behalf 
of the American Association of University Women, imn1cdiate 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 graduates
homemakers, teachers, and other professional women. The associa
tion is organized in every State of the United States in 1,028 local 
branches. 

The association has long been on record in support of international 
cooperation, fully recognizing that such cooperation requires decisive 
action as need arises. In 194 7, at its national biennial convention, 
the association voted to support "measures to promote international 
economic cooperation and reconstruction" and "measures to promote 
international rehabilitation, including 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 con
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 An1erican 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 threat ned. E.~trcme 
poverty tends to create unrest. It was no accident 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, pr \Var levels. 
But prewar production docs n t mean prewar standards of living, 
since there has been a substantial increase in the population of this 
area. In addition, there has b en a lag in repairs and r placen1ents, 
and heavy losses in overseas investments. England and the N ther
lands, in particular, have suffered from this. Moreover, son1e countries 
are still far below prewar production. This is notably true of \V st rn 
Germany whose coal and steel production are th key to r cov ry of 
western Europe. 

The first need is for food. Western Europe has long been a food
inlporting area, and the fact that most of the agricultural surpluses 
of eastern Europe 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 nmv Fascist or Communist dictatorships. 

(2) It is important not only to provide an adequate initial appro
priation, but to give son1e assurance that the prograrn will be supported 
over a period of years. And, since both adequacy and econorny 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 tho money is to be spent. As 
conditions change and the plan develops, limitations that may appear 
reasonable vvith our pr('sent knowledge might later prove to be serious 
obstacles to the success of the plan. For this reason tho amount of 
discretion provided in H. R. 4840 appears to be desirable. 

(4) It is import&nt, also, that some steps be btl-en to insure that 
the benefiting countries use the funds as intended and then1selve 
make every effort to restore production. Tho original work of tho 
Committee of European Economic Cooperation gives some hope that 
this will be done. But continued production effort, stabilization of 
finances, and cooperation an1ong the nations concrrncd arc all essential 
to the success of the plan. Checks on our part shoul<l he possible, 
through continuous review and suggestion, with, of course, tho power 
to withhold funds when there is serious n1isuse of our aid. It is 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1061 

equally important, however, that w·e do not interfere needlessly. 
The success of the plan depends on European initiative and coopera
tion, and this cannot be achieved if \Ve use this aid as u 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 progra1n. 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 wo could afford 
$100,000,000,000 for war, \Ve certainly can afford to spend 5 or 10 
billion dollars today for peace. 

It is for these reasons that tho American Association of University 
Women is supporting a European recovery program, and specifically 
H. R. 4840. vVe believe that it is the fir:st essential for future peace. 
And we believe that it is of the greatest urgency. 

Acting Chairman BoLTON. Thank you, Miss Newcon1er. 
11r. CHIPERFIELD. You mentioned in your statcrnont sev ral 

reasons why it would be necessary to bring the econon1y of western 
Europe up beyond the 1938 or prewar level. Is thoro not tttl 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, fron1 invostn1cnts 
abroad-ships' services and invisible assets which arc 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. CHIPERFIELD. Thank you very much. 

cting Chairn1an BoLTO~~. 11r. Jannan. 
1[r. JAR\IA~~. l\1adam Ch irn1an, I think you had better bring 

more lady witnesses here. I think we need some to counterbalance 
sonu• of the trstin1ony of the n1en. 

But for these hearings, I would have been in Alabamfl this week to 
address a State conference or convention of your organization, Miss. 
N C\\ con1er. I an1 very sorry that circumstances prevented n1y being 
there, but I t.hinl~ this is sufficiently important for my not having 
gone. 

r ou said the relief \Yould prove to be a continuing burden to the 
United States. You also said that inadequate funds are worse than 
excessi,.,.e funds. I an1 fearful that, if any consequential reduction 
occur. , ,,.e will reduce it to a relief program only; and that \vould 
just sin1ply be an indefinite proposition \\ hich, as you say, \vould be 
n1ost wasteful because of concluding it in 4 or 5 years as \ve hope; 
if the A1nerican standard of humanitarianism re1nains as it is, I am 
afraid it would be an indefinite proposition. I believ-e that is one of 
the great arguments for authorizing approximately this amount, even 
if we appropriate a little too much . 

.11r. CHIPERFIELD. :\Iadam Chainnun, we are fortunate in having 
an expert here on economic affairs. I \vould 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 N E\VCOMER. I feel that is extremely important. I have 
always hoped that the machinery set up at Bretton Woods would do 
that job. 

Mr. CHIPERFIELD. 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 X EWCOMER. I think the two probably have to go tog th r. 
Mr. CHIPERFIELD. I think probably so. 
Thank you very much. 
Acting Chairman BoLTON. 11r. Javits. 
1\Ir. JAvrTs. 11iss N e".,.comcr, have you any ideas for us, ho\v w 

might go about checking this an1ount of $6,800,000,000? "\Vhat 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 NEWCOMER. I think just the kind of inv tigating coinmit

tees that have been working on it will suffice. 
It is my feeling that you will n vcr be sure, because the thing 

changes so continually, and the important thing is to ha (' essential 
controls and the e sential flr.xibility in the adn1inistration so that., u 
conditions develop and as more inforn1ation is n1ade available, adjust
ments can be made. I do not sec any pos ibility of ]-no\ ing now 
exactly \vhat sum is going to bene dccl. 
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l\Ir. JAVITS. Do I gather, then, that your statement on page 3 
under i tern 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 \vithhold funds to be the major 
policy decision possible under the administration of this program? 

l\-1iss NEWCOMER. I think it should be used only in extreme cases. 
I think it is important to give them the b nefit of the doubt. 

Mr. JAVITS. Do you feel we should entrust any administrator with 
the power to withhold funds, or should we reserve that right only to 
the President? 

l\1iss NEWCOMER. I believe reserving funds for the \vhole nation or 
a whole nation, or withholding them for an entire nation, that should 
be the President's decision. 

~1r. JAVITS. Do you feel that \vould be a matter of the highest 
foreign policy? 

l\·fiss NEWCOMER. I am not an expert in the field of administration, 
but I should think so. 

l\1r. JAVITS. Do you feel that residual power to withhold would 
constitute interference with the affairs of these countries who are 
parties to the program? 

1Iiss NEWCOMER. I see no possibility of it not interfering to some 
extent in the affairs of other nations. As l\1iss Stone said, it is a 
fine line. 

l\Ir. JAVITS. But it w·ould not be a coercive interference? You do 
not believe it would be? I refer to the power to withhold. 

l\liss NEWCOMER. I agree. Let me put it this way: The inter
ference probably \vould 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. 

1lr. JAVITS. Your very next sentence says: 
It is equally important, however, that we do not interfere needles ly. 

::\fiss NEWCOMER. That is right. 
l\lr. JAVITS. Would you say that the power to withhold 1s not 

needless interference? 
l\'liss NEWCOMER. It depends on how it is used. Suppose you got a 

dictatorship which 'vas using these funds for arm~unents or so1nething 
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 hould be whether 
they are going ahrad with production and support the purposes of 
the program. 

l\1r. JAVITS. Could we agrrr that yon would not give the po,vcr to 
withhold to any lessC'r authority than the President or the Congr ss? 
You would not give it to an Administrator? 

l\liss NEWCOMER. Not for a nation as a whol 
Mr. JA VITS. Thank you very much. 
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Acting Chairman BoLTON. You notice, of course, that 11r. Javits 
gives ovido:lce of his legal training and capacity. 

1-fr. l\1aloney . 
.[ fr. ~fALONEY. 11iss Newcomer, you mentioned that any change 

of a govcrnmen t to socialism should not affect this plan, or affect our 
giving or n1aking 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 ernbraccd the Socialist form of government and took over gov
ernment ownership of various industries that would increase their 
cost of production? 

11iss NEWCOMER. Yes. I believe we have no right to say that. I 
do not believe you can always prove that it is more expensive. 

11r. 11ALO~EY. I think you will find the figures on the coal produc
tion in England have increased greatly since the mines have been 
socialized. · 

Miss NEWCOMER. That is for a short period. That is not final 
evidence. Always a new administration has difficulties. 

Mr. MALONEY. The overhead, I understand, has considerably 
increased. 

Miss NEWCOMER. 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. MALONEY. 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. MALONEY. 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? 
~fr. MALONEY. I believe they 'vill 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 \vill object to the plan. What is 
your thought on that? 

11iss NEWCOMER. I do not see that you need to have interfer nee 
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 \VC should not set up in 

advance the criteria which \vill determine"\\ hcther we give them money 
or not . 

... 1r. l\IAL01~EY. That will be a bilateral ngrccmlnt'? 
)Jiss l"~ EWCOMER. Yes, but we \vill not di tate that they n1ay not 

socialize on the chance that it is inefficient. 
If in the long run it turns out to be clearly inefficient and they are 
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not getting the increase in production, which is our aim, then that is 
something else. 

1v1r. l\1ALONEY. I feel it to be rather different than a contractual 
relationship between two parties, because you can void the contract 
and each go your separate ways. Ho·wever, in this, it is a govenuneni 
involved and the good will of a government involved and it is vastly 
different than just a contractual agreement. 

Acting Chainnan BoLTON. Though it is government agreement, still 
the understanding in the beginning 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. 

1Ir. 11ALONEY. There will then be an unfriendly feeling between 
that country and our own country. 

Acting Chairn1an BoLTON. That unfriendly feeling may be on our 
part, that they had not lived up to the thing they agreed to. 

l\fr. 1fALONEY. I do not like to see that appeasing relationship 
develop if we can help it. 

Acting Chairman BoLTON. 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 BoLTON. We hope this will be a result of the 
knowledge we have gained out of unfortunate past experience. 

Mr. MALONEY. I hope we do gain from that experience. 
Thank you. 
Acting Chairman BoLTON. Thank you very much, Mrs. New

comer. I am very proud of all three of you and am happy 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 BoLTON. The gentleman may not be from Ireland, 
but he can always be depended upon. 

The following co1nmunications 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:) 

Hon. CHARLES EATON, 

·INrWLDSBY, CoLES & WRIGHT, 
Washington 5, D. C., February 9, 1948. 

Chairman, Committee on Foreign Affairs, House of Representatives, 
Washington 25, D. C. 

MY DEAR MR. EATON: 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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BRIEF SuBMITTED BY MARVIN J. CoLEs REPRESENTING THE FoREIGN FREIGHT 
FoRWARDERs AND BROKERS AssociATION oF 1\Ew YoRK AND AFFILIATED 
0RGANI2'.ATIONS 

Freight forwa.rders are the connecting link between our domestic and foreign 
transportation systems. To explain the functions performed by these freight 
fonvarders , 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 machinery is probably manufactured somewhere in the IYiidwest. 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, arrangements 
must be made for shipping space aboard a seagoing vessel, bills of lading and con
sular invoices must be prepared, our Government's requirements must be fulfilled, 
marine insurance must be arranged, and the cargo has to be phy icall:v moved 
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 they 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 re!ied 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 documents 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 cargo in its 
movements to the sea. In general, they act as the agents of the shipper in per
forming functions -n·hich that shipper otherwise would be required to perform 
himself, and also perform services for the ocean carrier. 

Le~YislRtion now pPnci.ing bf'fore this committee for the relief and rehabilitation 
of the countries of Europe is presently of overwhelming interest to our ocean 
freight forwarders. 'Vhile this program means life to many of the people of Europe, 
its improper administration could mean economic death to our freie-ht forwarding 
industry. During the coming few years, it is probable that rcliPf cargoes will 
constitute the major p:::.rt of all export shipments from this country to Europe. 
Estimates which I have seen hypothesize that they will make up, dirf'ctly and 
indirectly, about 80 percent of all export shipments. Dollar hortages, I am told, 
are so severe that almost all said foreign purchases will be from these relief funds. 

If thesP !'elief cargoes arc handled through ordinary channels, freight forwardrrs 
have no fean; and ask no favors. Rut actions in recent years bv our own Govern
ment agencieR and the agencies of foreign governments in the handling of previous 
Government cargoes sent ahroad, have lPd to the fear that the H.anclling of relief 
supplies may put our commercial freight forwarders out of busi1wss. The primar.v 
fear of the freight forwarders is that under t.he r'"'-lit>f pro!!;ram Pither a Governmrnt 
ag;0ncy, or agents of the foreign 11ation rPcipients, will handle the actual forwarding 
of reliPf cargoes. In our fear we see the possibility of the Army transportation 
service or another Government. agency taking over forwarding function~ for all 
foreign relief cargoes, as they have for shipments to the occupied ar('a. , anrl CVP11 
to some unorc>upied areas such as Greece, if relief supplies are shipped dirPctlv 
by our Government. If the European relief program provides a system of credits 
whereby the foreign nation can do their own purchasing in this country, our worry 
is that, as they did early in the war, t.he recipient nations ·will C'stabli·;;h thPir own 
purchasing missions and handle the forwarding of th('ir pnrchasps through thf'ir 
own forwarding organizations. .May I arlrl tl1at the<;;e fpars are not mf'l'e witchPs' 
tales. On the contrary, expNicnce with the large-scale movement of GovNnmrnt 
cargoes during the recent vvar indicated that they are very real. Our fears nre 
intense because their realization would mean that many freight forw:udcrs 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 loss 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 Freight 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1067 

Forwarding Act, codified as section 217 of the Merchant Marine Act of 1936, as 
amended, Congress provided that lend-lease and other nonmilitary government 
carg{)es 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 concerning 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 Act 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-lea e 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, can 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 con. iderably less 
than if the <>ervices were to be performed by Government agencies. Revenues 
paid the freight forwarders come from two sources. First arc 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 a broker
age, and is paid \Vithout 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 shippino- company 1X percent of the freight revenne paid by the 
cargo. For example, if the Government were to make shipment of a commoclity 
which paid the ship companv a freic;ht charge of $1,000, the freirrht forwarder 
would receive $12.50 from the ship-operating company. ParentheLicnlly, I 
might add that ship rates are in no way affected by this hrokerag' bnt ar' set 
by general suppb'-and-demand conditions. If the Government were to et up 
its own forwarding organization, its costs would necessarily he far greater than 
the amounts which it would pay to the private forwarder~ to perform the neces· 
sary forwarding functions for cargoes shipped under this bill. 

T think that neither you gentlemen nor the majority of thinking Government 
administrative personnel desire to substitute Governm<'nt forwarder~, cit her our 
own or foreign government agencies, for our private-c>ntc>rpri<;e forwarding systerna 
As recently as 1942, the Congress in the Freight Forwarding Act expressed its 
opinion that private forwarding should be pre erved and wa~ necc sary to our 
foreign commerce. In discussion on the interim aid bill, Member~ of both 
Houses of Congress made similar statements on the floor that private-enterprise 
freight forwarders should be nsed to handle Government relid shipments. The 
Maritime Commission has stated tha it will, in fnlfillmen t. of its du LiPs under the 
Freight Forwarding Act, urge other Government agencies to u:->c private frP.ight
fonvarding facilities. Most important., the Stat~ Dcpart.mcnt, has stated in 
writing that it is its policy to use private freight-forwarding facilities to handle 
Government relief shipments wherev<'r pract icahlc. 

We appear before t.his committee today to nrw~ one thing. That is that either 
t.his 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. Fir t 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 
~Hates' as used in section 217 of the Merchant l\1arine Act of 1936, as amended 
(56 St at. 171), shall be deemed to include all export shipments from the United 
States made pursuant to provisions of this Act." 

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 t.hat private freight-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. \\ hile the authority to transport these relief supplies is broad, 
it is the intention of your committee that normal private frei(Tht-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 r lief 
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 ana necessity of cle9,rly expressing your intention to preserve the 
private ocean-freight-forwarding industry by requiring its use to handle shipment 
to be made under the pending bill. 

WoMEN's AcTION CoMMITTEE FOR LASTING PEACE, 

Hon. CHARLES A. EATON, 
New York 22, N. Y., February 9, 191,8. 

Chairman, Foreign Affairs Committee, 
House Office Building, Washington, D. C. 

DEAR MR. EATON: 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 
beard 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 DER. 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 Congre~s during 
the postwar period. It can have the same decisive effect on r construction 
toward a permanent peace that lend-lease had a the economic pearhead 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 careful calculation on 
both sides of the Atlantic. We expect Congress to approach the matter in the 
same constructive spirit. 

"\Ye urge that the European recovery program should immediately become the 
subject of informed Nation-wide discussion. The United Rtate cannot afford 
to submit it to the pitfalls and dela~·s of election-year "-'Tangling. 

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 n€'cessity for relief. 

(a) Congress must act promptly before the ituation 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. 

(c) 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 deyelop
ment of the program and to guard against :m.isuse of our aid to Europe, Congress 
should not attempt to legislate an intricate set of r les 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 Economic 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 purchase 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 5, 1948. 

Ron. CHARLES A. EATON, 
House Foreign Affairs Committee, House Office Building, 

Washington 25, D. C. 
DEAR CoNGRESSMAN EATON: Here is a one-page condensation of testimony 

which vitally concerns a very important man, your American farm r-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) It will not do the job for European agriculture that is intended. 
(3) The outline plan of theN ational 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 compl te testimony (6 
minutes reading time) will be worth the valuable time you spend. 

Yours very sincerely, 
PAUL l\1. MILLIKEN, Executive ecretary. 
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"\Ve propose to use the manpower and facilities of our 17 000 (farm equipment) 
dealer members throughout the ~at ion to comb thP farms for usable horse-drawn 
equipment, bring it in to th~ dealers' repair shop·, thoroughly recondition it and 
make it available fol" shipment abroad," if the idea should ·be accepted by the 
agency designated by Congress to adminic:;tcr the European recovery program 
Paul M. }lulliken, exC'cutive secretary of the National Retail Farm Equip-ment 
Association, told members of Senator Arthur H. Vandenberg's Senate Foreign 
Relations Committee February 3. 

Stating thai: "\Ve believe that it is an unsound practice to attempt to com
pletely mechanize western Europe agriculture OYel"night," because of thn relative 
smallness of the average farm and the problems European farmArs would have 
with power farm machinery, lVIulliken offered details of a plan to collect horse
drawn machinery. 

"\Ve made a small-scale survey in December (1947) to dealers in 45 Rtates 
which showed that there are ample quantities of most horse-drawn ma
chines * * *" 

l\1ulliken pointed out United States Department of Commerce figures which 
show tremendous increases in the amount of equipment sent. to the 16 countries 
in 1946 and the first 5 months of 104 7. These countriec::; will be . hort of fuel, 
trained opNators, skilled mechanics, and adeqnate service facilities to handle 
large amounts of power equipment. 

"The Wf'stern European small acreage farmf'r who never necrl.ed, wanted, or 
expected complete mcc:h.anization of his few acres should not be provirl.ed United 
State equipment now at the expense of American farmers whose 1948 acrea~?;e 
goal.· set hy the United States Department of Agriculture are substantially higher 
than 1947," he concluder!. 

(Copy of complete testimony attached.) 

STATEMENT ON FARM MACHINERY 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 deale'rs 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 cropland 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~ acre . 

In Italy only one-tenth of the land is arable. The average ize of Italian farms 
is less than 16 acres. In 1939 there were 8,756,858 persons (!ngagcd 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 inconsi8t nt 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 fca 'ible 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1071 

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. 

\Ve believe that it is an unsound practice to attempt to completely mechanize 
western European agriculture overnight. Farm mechanization must be a pro
gressive movement ~ust 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 centurv. 

l\1r. 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. l\.fost 
of the long-line manufacturers (including Allis-Chalmers, B. F. Avery & Sons, 
J. I. Case, John Deere, Dearborn l\1otors, Harrv 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 uneconomical. To build large uantities of 
new horse-drawn farm machines would divert great amounts of steel and other 
critical 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 ma.chinery 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 izeable 
quantities of good, usable-but not needed-items of horse-drawn machines to 
be found on the farms of the Nation. Much 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 4[) 
States. Replies were received from 213 dealers coming from 44 States. (We 
have no information about conditions in Arizona, Nevada, New l\1exico, 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 
convinced that there are ample quantities of most horse-drawn machines (except 
fertilizer distributors), although thE' supply is not nniformlv distributed over the 
country. Many dealers report that they have discussed this proposal with their 
farmer customers and invariably the farnH'rs arc most enthusiastic. 

WE' propose to usc the manpower and facilities of our 17,000 dealer members 
throughout the Nation to comb the farms fo'r usable horse-rlrawn equipment, 
bring it in to the dealers repair shops, thoroughly recondition it n.nd make it. 
available for shipment abroad. This is n.s fn.r as we could proce('d :::incc retailers 
do not have the knowledge or facilitieF; ncC'd<'d to 0ngagr in e ·nort work. 

Our members have engaged in this t.ypc of endeavor on two previous occasions. 
In the fall of 1942 and through 1943 when there wn.s rm C' .·tr('m(' shortag(' of qn:tlitv 
scrap iron, we were rrqucstcd by the Salvage Division of the W n.r Procluction 

69082-48-68 
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Board to collect worn-out, broken-down farm machinery for the scrap dealer" 
to help increase the supply of steel so highly essential in uccessfully 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 J\fexican 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 wa'3 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 Gener9.1 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 can as ure you of the 
complete cooperation of our a. sociations in formulnting 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 export d 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 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. 

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. 

1 ..... t,':""'7'l.n~ ~[ANALYZING 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 Ru sian
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 $2,291,000 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 o1ver 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 
increase 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 
Russia received $2,324,000 worth of equipment for an increase of 1,487.7 percent 
over 1938. · 

The United Kingdom during 1938 purchased $3,496,000 worth of farm equip
ment from the United States and in 1946 this was increa ed to only $3,972,000 or 
8.5 percent more equipment. For the fir -t 5 months of 1947, sli;htly 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 Leen 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 ~Iar::.hall plan et to 
receive a large amount of aid. 

North American countries during the first 5 months of last year received a 
124.8 percent increase in United States farm equipment over the amount they 
received in 1938; South American countries received appro:xirr:JtPly the same 
amount as in 1938; African countries received an increase of 2'1.3 percent. Eu
ropean countries 155.1 percent more; Asia and Oceania countries au increa e of 7 
percent. 

Figures are not available from the Bureau of Census on exports made after 
lVIay 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 core of year . 

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 i 
obvious that farm equipment export needs called for by the :\Iar:::;hall 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 i con._ider
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 
Abstract, 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 a.s 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. s.) 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 tates Department of Agri
culture are substantially higher than 1947. 
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Hon. CHARLES A. EATON, 

CoNGREss oF THE UNITED STATEs, 
HousE OF REPRESENTATIVES, 

Washington, D. C., February 7, 191,.8. 

Chairman, Foreign Affairs Committee, 
House of Representatives, Washington, D. C. 

DEAR Doc: The other day I spoke with you concerning that article in the 
Atlantic l\Ionthly under the title "Working Our Dollars Abro&.d," 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 carries 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 letterl that Robert Garner, 
vice president ... of the World Bank, is also interested. I hope.you 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, 

Hon. EvERETT M. DIRKSEN, 

EvERETT M. DIRKSEN. 

2540 MASSACHUSETTS AvE. NW, 
Washington, D. C., February 5, 191,.8. 

House Office Building, Washington, D. C. 
MY DEAR CoNGRESSMAN DIRKSEN: 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-zinc, 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. I 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
work in working out details of projects that will need European recovery program 
aid. 

Yours sincerely, 
c. w. WRIGHT. 

A LONG-RANGE PRACTICAL PLAN FOR THE RELIEF, REHABILITATION AND IN
DUSTRIALit-ATION 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 \Vars 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, throu~h the operation and production 
of our free-enterpdse system, enjoy a standard of living of which there is no equal 
nor has any other way of life ever produced a ncar 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 divi ions: 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 makina it im
possible to treat the whole world as an economic unit. We must make e~onomic 
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, etc. 

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 a 
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 propo ed 
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 pos::;ible 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 indefiuitely. 

The crowning fallacy of the whole plan is the assumption that with An1 rican 
machinery, the European governments can duplicate private American produc
tion. Of at least equal importance to the machinery are American husinf'ss 
ruanagement, methods, engineering, processes, designs, diRtribution, research, 
etc. (commonly called know-how), plus the free competitive system wit.h personal 
rewards for the skillful and the talented. 

1\Iachines without know-how had better be left at home. rnow-how do : not 
come in a package. Even if it did, the oil refincrie~, the steel millH, the tire factoric~, 
the artificial fertilizer plants, the chemical plants, the electrical manufact.uring 
indu::;trics, the automotive industries, etc., need a continuou:s ::;timulus from 
ever-increasing improvements, development::;, and research. The 1\Iarshall 
planners, to date, have not even thought about this. 

The Mar hall planners are trying to convince onr fre<' compc>titive enterprise 
Rystem to, in part, liquidate or ham::;tring it::mlf to solve Europe'H economic prob
lems by building up state-owned enterpriscH in Europe. Accordingly, as an nit r
nate, the following is offered for consideration: 

TIIHEE PROBLEMS 

Dnder this alternate plan, the relief of destitute pcopl in Europ or elsewhere 
in the world; the rehabilitation of ssential induRt rics and R rviceR de 'troy •d or 
disorganized by World War II; and the helping of oLh r couutrics to cr aLe w •alth 
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through industrialization will be separated and considered and handled as they 
should be, as three separate and distinct 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 successful 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 vVorld War I.L 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. 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 

their rightful 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. 

Industrialization· 
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-

(a) 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 ufficient 
dollar exchange to pay dividends in dollars annually up to 3 percent of the 
dollar investment. 

(c) License agreements covering American know-how, mu t be separately 
approved by the board but once approved, the American Government for 
the life of the license agreement, but not-exceeding 25 years, guarantees 
sufficient dollar exchange to service the agreement. 

(d) To encourage this American "risk capital" or "dynamic capital" 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 approYed projects will, for a 25-) ear 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 coYered under (b) and (c) will be used in the foreign countries for running the 
American Embassv 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 hel~ back private 

American capital from going abroad. Private capital alway seeks safety. 
Previous experience with confiscation and inability to bring even reasonable earn
ings home in the form of dollars will be eliminated. Accordingly, 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, nationalit:im, statism, sovietism, 
or totalitarianism in any form. 

4. It will cost the American people far less than original outright gift 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 Trea. ury 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 indu. tries, 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 frwapping them for be f. 
Such a swap would not be pos:=dble if they had given the railroadR to th<' Argentine 
in the fir t place or if they held a batch of worthless I 0 U's or defaulted bonds. 

8. The American aid would be for the frC'e part of the world generally, but 
initially, could be dircct<>d by the hoard to aid largely western Europe. 

9. Instead of being directed hy a few men of political promin nee our aid to 
the world would be directed by thousand. of Am rican businessmen, able and 
experienced, in the ramifications and intricacies of their particular part of the 
program. 

10. It wm insure greater import:=; into thC' United Rtateq h CallR(' the Am rican 
firmq with foreign invC'stments will he seeking conntlcss ways nncl mcn.ns 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. 

WILLIAM E. KNox, 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) 

REJUVENATING 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 production 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 economic 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 bloc 
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, 
vve Must Import to Live, published in the Saturday Evening Post of l\.fay 17. 
In reference to the metal indu tries he states," How long can we maintain the kind 
of industrial economy we now have on the basis of the dwindling re:;;erves 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 deRpite Rpecial price 
inducements to make it profitable to operate marginal lead deposits, we find it 
impossible to eonal our former records." 

Henry Ford II, in the Ford News Bureau of September 29, 1947, states: 
"We ought to assist other nations to increa:;;e their productive capacities by 

exporting to the top of our ability the neces:;;ary tools, material, and know-how. 
But it i~ also important that we try to make it clear to the entire world that the 
shortest and sureRt way to real production efficiency is that of a free people, work
ing for their own best interests." 

Another excellent article is that bv "rinthrop \Y. Aldrich, presirlent of the 
Chase N9tional Bank, on ''American Interest in European Reconstruction." In 
it hf' states: 

"While no one can guarantee further developments. all experience teaches that 
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obstacles are overcome hy 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 rea onably 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 capacities to the ta~k 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." 

1\Ir. Aldrich proposes the e tablishment of a Government corporation-the 
"United State Corporation for European Recon~truction-anrl states: 

"The corporation should endeavor to encourage direct investment by American 
firm-· and corporations in the plants and indu trial 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 fund.· is given 
nondiscriminatory 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 busine s." 

The \Vorld Bank issued copies of a recent speech by Rohert Garner, executive 
vice president, who states the position of the \Yorld 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 increa. ing 
degree private capital and industry will step into the picture. \', ithout better 
technology, without full use of the be t know-how in every line, Europe may not 
be able to reach an acceptable level of productivity nor to produce goods at co. ts 
which will be <'ompetitive in the markets of the world. However, the capital and 
know-how ·will not he available unless favorable conditions exist." 

At the annual meeting of the AIME I presented a paper entitled ' Problems and 
Procedures in Acquiring Foreign l\Iining Propertie ." 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, ore , and metals. \Ye im
ported from 80 to 100 percent of 21 of these mineral products to meet our require
ments and from 30 to 60 percent of the other products. Granted, the e were 
war years, hut as our peacetime uses for mineral products are constantly expanding, 
the ·wartime consumption of yesterday may well be the peacetime requirements of 
tomorrow. Therefore, with the increase in industrial pro<luction our need. for 
certain minerals from forei ,~n sources are hound to increa. e in the near future. 
In mv article I made the following ~tatement: 

"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 foot
hold in the countries still open to us before other nations get control of th<:>'e 
available mineral resources. The statistical tables indicate our increasing de
pendence upon foreign sources of strategic mineral . upply and the nc~d for our 
Government to support strongly those companic that are willing to ri k invest
ment in foreign countries. The demands for majority cont.rol formerly in. i~tcd 
upon by United States companies inve~ting in a foreign mining nt ·rprb, are no 
long<:>r practicable becau~e of the political tendency favoring local control iu the 
exploitation of local mineral rf' onrccs. It is t hNf'fore b ttf'r to combine with 
local interests in such enterprise~, retaining the managrmcnt and ~ales agencies 
for the products in exchange for the capital required for the mine devdopments, 
operations, and for the purcha~e of necessary machinery. Such cooperative 
partnerships are now bf'ing carried out succc::~Rfully by some of th large mining 
companies and they ar protected again::;t advcrRe political developments and 
cxce. sive taxation." 

The mo ·t concrete and definit<:> proposals arc those submit t d by the House 
Select Committee on Foreign Aid, known as the II rter commit.t('c, which tic in 
European min('fal production with the Marshall plan and the stock-piling program. 
Let me quote from the pr liminary report dated Novernber 22, 1947: 

"In principle this country is already committe(! to a prop;ram for . tock-piling 
strategic materials on a larg<:> scale. 10np;rcss pas ed the r a tiona! HPsourcc.' 
Protection Act in July 1946, with an initial authorization of $200,000,000, only 
part of which has been appropriated. Although almo:t 2 y ars havf' lapsed 
since legislation was adopted for the acquisit.ion of such stock pi! s, progrc::;s has 
been slow owing to the heavy demands of civilian indu 'try in the r ·conv •rsion 

• 
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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 relati~ly 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. 

uBecause production of strategic metals and minerals in western Europe is 
considerably less than the over-all requirements of that area, western Europ<' 
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 
scarce 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 zinc, 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 scale, since domestic mine 
production is for all purposes running at full capacity." 

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 indu trialists, 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 i 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 can 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 
con idering the following questions: 

(1) "\Vill 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 agency that has the authority 
to direct stock-pile purchases by the Treasury? 

Governments and private industry often do not agree on terms, [l.Tld other 
countries may be ready to step in and offer higher price for the products, or the 
local market prices may he higher than tho e we may offer. The answer would 
be to authorize the grfl.nting of United States dollar credits against future delivery 
of mineral products at the prevailing local market prires. · 

(2) Are the mines in po ition as to ore reserves and plant capacities to incre.tse 
their present output? 

Some may be, but many used up tht:>ir developed re erves rlnring the war anrl 
now find it difficult to get mine supplies and equipment to maintain their pres nt 
output so they will need help for new minP developments n.nd phnt quipmcnt. 

(3) In making long-term agreements for stock-pilf' purnosc>s, will our Govc>rn
ment he obliged to ask for bids from the vf!.rious producing conntric>s on quantitic>s 
and prices for their product. and have to deal with the lowest biclder? 

As such l:l,ction would rlelav purcha.~eR it would be better if our Government 
were to make purch"l,ses through authorized agents of the l:ug United StatP') 
consumers who deal directly with the local producers rather than d<'aling throu~h 
the local government . However such purchaRe contmcts hould be n.pproved by 
the local governments and properly afeguarded . 

• 
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(4) Will there not be demands upon our manufacturers for machinery and 
equipment which may be impr;:~.ctical for their operation.? 

This W'l<; the case in large orders for co~l-rnining machinery hy hoth the Briti:h 
and Russian Governments. Unwise order" c n be elimin[l.ted if a competent 
Americ~n mining engineer with pror.er authority i~ [l,ttachr>d tn the local ~overn
ment agency which is supposed to control the amount of aiel to be granted to 
such projects. 

(5) What assurance can American Cf'.pital, both private anrl governmental, 
have from our Government or from thP country in whic:h c~pital h; tn h0 invc, ted, 
thn.t its share of the products and profits may be returned to the United tates? 

American capital will insi t upon more backing by onr Government than it has 
had in the past, when foreign government luwe confL cn.ted their holding. , applied 
di. criminfl.ting exchange regulations, high export taxes, anrl. production control . 
Also the foreign governments that want American capital and technique mu t 
adjust their mining laws, tariff , taxes, cartels, and exch:mge regulations to en
courage our investment in their country. 

BACKGROUND EXPERIENCE 

Before making suggestions as to how to procee(l to get early action on the 
l\1arshall plan and the ways it can help to increase mineral production 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 
forei~n minerals specialist throughout Europe. I returned there in 1945 for 6 
months to make a resurvey of the European mineral industries. I wa., therefore, 
able to see the "before anrl. after" effects of the war on the mining industries in 
Germany, Spain, France, Italy, Greece, and England. In 1945 I discns eel with 
the mine managers their needs for future operation , and reporterl. on the~e 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, producer" of products 
required by our industries. They are all looking to America for the nece. sary 
dollars to purchase our up-to-date mining machinNy and for onr engineers to 
aid them in introducing methods to increase output per man-shift anrl reel uce 
los~es. 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 o'vncr~ of lead-zinc 
mines in northern Africa, Spain, Italy, Greece, and Turkey; mercnry mine in 
Italy; manganese and cobalt mines in Mor9cco; bauxite and chromite mines in 
Greece; chromite mines in Turkey; and potfl.sh mines in France. During the' pa t 
few month some of the mining men I met in France and Greece ba ve c:allerl upon 
me in New York presenting again their problems, but I could give them little 
encouragement. Al o the owner of important mercury mines in Italy writ ~ th. t 
he wi hes to make a long-term contract with United Rtatcs con~mners ·who will 
advance dollars for the purchase of plant eouipmcnt for his mine. The mine 
owners in Europe have plenty of local currency to defmv all co ·ts for installation 
and operating e. ·pense, and some are ready to enter into agreement: on a 50- 50 
baBis with American companie in the fnture exploitation of their propcrtie::::. 

In view of the ne<'essity for having an as nrccl supply of these minNals for our 
incltiRtrialists, every effort should he maclc, not only to follow np th se contacts 
but to mal~e new ones, ancl thus help to get the mine's :mel mctallurrrical plants in 
Europe in full capacit:v production and to build up exports of these products to 
the United States in exchange for financial ancl technical aid. 

HOW TO INI'riATE EARLY AC'l'IO 

All will agree that early action either by our Government or by private industry 
is urgent. Since private capital naturally hcsil:'ttes to invC'st in Fmopc under 
present conditions, it will be nece sary to initi!\.tc such act.ion throu~h t h" l\.1 an; hall 
plan. 

The European mining and metallurgical indu tries, includiiw coal, potash, 
phosphate, bauxite, and other mineral pro(lncts, need new machinery and :pure 
parts for their plants and transportation fa.cilit ic>s now out. of repnir. Heplnec
mcnts were not. available during the war and arc now difficult. to obtain locally 
and then only at black-market prices. Both 1 b mana,gcm nts and the worhn n 
are doing all they can to maintain production with available mu.t •riul:, aiHl 
through their governments they are b ggiug u~ for dollar credits in orcl r Lo pn.y 
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for their new machinery and replacements. Since 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 
France 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 emergency 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 products 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 profitablej 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' raw:·material 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 agency 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 
products on other markets besides the United States or to place them in our stock 
piles. 

CONCLUSIONS 

The ~Iarshall 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 Re. ources Securitv Board has the authoritv to instruct anv of our 
governmental agencies to initiate action. Advisory boards, made up of 01ir leading 
mining industrialists, members of the Department of Commerce, and directors of 
the Bureau of l\1ines and Geological Survey, have al o been establi ·bed to help 
decide where and how aid should be given. But before much can be done in 
Europe, local advisory boards made up of the mining imlu triulists and heads of 
the mining bureaus should be e tahli bed 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 exerci e the necessary control of expenditures it is essential that competent 
en{lineer. 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 
1\Iarshall plan. It is also essential that the requests for aid come from the local 
mining companies and that full use be marie of their technical staffs in the prepara
tion of the report and the carrying out of the projects. Once the initiative is 
taken to get the mining industries into full capacity production, American mining 
companies will probahly then be ready to cooperate with the owners in their ffort 
to inerea e the output as well as the profits from their mines and smelter . If 
investments by our American companies or Government are properly afeguarded 
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this will be a big help in the expan ion of the free enterprise system in Europe as 
oppo ed 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 aroundwork 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 haYe less discus ion by committees and 
more action by our Government; and not wait for Congress .to pass the ::\Iarshall 
plan appropriations before starting the neces ary groundwork to be done prior 
to the granting of loans to the mining industries in Europe. The products of 
these industries are among the few ·which will give us a tangible return in exchanrre 
for the tons of coal, petroleum, food, fertilizer, and machinery we are exporting 
to them. The channeling of financial, technical, and material aid as indicated is 
the most practical way to help Europe help herself. 

Few American mining men are so well-qualifird as ·wm v.rright to speak with a knowledge horn of ex
perience about the mineral deposits of western Europe. A total of nearly 25 years either engaged in produc
ing from European mines or in their examination has ~ivcn ~Ir. "Wright a clear picture of the condition and 
extent of western European mines and mineral reserves . • Jntrrim aid to the extent of nearly $GOQ,()OO,OOO 
has been granted for immediate European relief pending fuller consiclt•ration of the ~Iarshall plan. In 
some measure a portion of what relief we extend to Europe can bP repaid hy their procluctif>D 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 March, 1947 issue of Mining and Metallurgy, monthly magazine of the American 
Institute of Mining and Metallurgical Engineers) 

PRoBLEMs AND PROCEDURE IN AcQUIRING FoREIGN MINING PROPERTIES 

By Charles V\"'ill V\.,.right, mineral consultant, 1\Iines, Inc.; member, AI.:\IE 

The author bas been activply engaged in foreign mining investigations since July 1935 wbrn hP rrlin
quisbed his post as chief of the mining division of the Bureau of Mines. For the next 3 years be was making 
mineral surveys in various Europpan countri~>s, also acting as mineral advisPr to various consular officl'~. 
l\Iore recently be has been in the Foreign Service of the Department of tate, making mineral surveys in 
Latin-American countries. He was born in 1 rn.rquette, 1\fich., May 15, 1879, studied 4 yrars at Heidelbl'rg 
and Freibprg in Germany, got bachelor of science and mechanical engineering degrees from thP 1 Tichigan 
College of MinPs, and spent the 6 years following 1903 with the GPo logical urvey. From 1909 to 1928 
he was first chi<'f engineer and latPr grnrral mn.nagrr of l<'acl-zinc, fluorspar, and copprr mines in anlinin 
and northern Italy. Returning to the United States he went with the Bureau of Mines. 

Although the United States has long led all other countrie in both the produc
tion and consumption of mineral product , the trend seem 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 hall 
continue to secure a large proportion of our needed minerals from our own mines, 
but we must face the fact that this century has een a more thorough and int use 
development of the mineral resources of the United tates 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 j ep 
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 for ign 
mineral rights and deposits, thus precluding United tates industries from ac
quiring an interest in such sourc s. 

Several outstanding articl s have appeared in the last. year or two on our 
mineral supplies and ne ds. :Mining and M tallurgy, for in~tanc , ha publish d 
Principles of Foreign Mineral Policy of th United HtateH, by . 1'. L ith; PoRt 
war Demand and Supply of Minerals, by Harvey S. Mudd; and Th' l\lin ral 
Position of the United States and the Outlook for ih FuLur , by Elmer P hrson. 
Other excellent articles have bePn publish d in 1,he EtlgiHe<•ring and Mining 
Journal, Economic Geology, and The World H port. Som r all of these pap ·rs 
might well be read as backgrouud f r the di C\tssion that follows. l\ly r marks 



George C. Marshall Foundation, Lexington, Virginia

1084 FOREIGN POLICY FOR A POST- WAR RECOVERY PROGRA11 

will be directed to the investor or industriali t who hesitate to risk hi capital in 
the foreign field, and al o to companies engaged in mining or smelting in the 
United States who may be thinking of expanding their operation 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 wa greater 
than normal, but our peacetime use of mineral product are con tantly expand
ing, and the wartime consumption of yesterday may well be the peacetime require
ments of tomorrow. Therefore our need of minerals from foreign ources is un
likely to lessen, or if so, only temporarily. So it is in 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 <'arly 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 Nat ions. Al o, some countries are seeking to limit foreign mineral de
velopments for their own. purpo es, or to make things more difficult for the "nited 
State . For in~ tance, according to an article in the \Va hington Evening Star of 
January 7, 1947, it is well known by the Foreign Service officers of the tate De
partment that the l\1o cow-sponsored Communist leaders are opposed to any 
open-door policy permitting the United States to develop foreign sources for its 
mineral requirement . Factual reports indicate that propaganda has been.:>rgan
ized in countries posses ing raw materials essential to our indu trial progre s, 
with the objective of depriving the United States of ba ic 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 interest of these countrie , they 
may, in the meantime, have a serious effect upon our foreign intere t . For 
the e 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 hav.e 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 again t future deliveries on a long-term contract. In any en e, 
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 ~o 
accompany the preliminary report on the areas of interest can be obtained m 
the United States. Therefore the geological pos ibilities of an area can be deter
mined before sending out a field party and this information can be u, ed to plan 
the field work . Knowledge of the local geology is particularly important with 
ref~rence to metalliferous deposits, as some metals are found along certain min?ral 
zones or horizons in sedimentary rocks of a specific geological age and compo itiOn. 
(Tables showing the aEsociation of the metal and minerals with rock~ of various 
origin and age may be found in economic geology testbooks. 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 geolo~ical 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 to .extend 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 conressions 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. 

Mter the neceRsary 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 wlth 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 product. 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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rough out ·waste rock, and by improved hall mills, flotation proce, es, and flota
tion reagents which reduce mineral losses and operating co ts; and (.5) in the field 
of metallurgy through improved practice in producing metals and alloy .. 

. Many opportunities exi tin the foreign field to reestabli h profitable operation 
by application of the e modern mei hod to mines with important reserve of low
grade ore and tailing dumps. Foreign mine owners, because of this knowledge 
and the experience of our engineers, are generally anxiou. to have United tates 
mining companies manage and financially assi. t in the development and operation 
of their properties. 

The taxe and finance of many foreign countries are dependent upon those in 
power and frequently this result in insecurity to foreign investor . The United 
State inve tor wants security as to the title of owner hip, and pecific data on 
taxes and on the po sibility of getting his capital inve tment and profits out of 
ihe country. The labor laws and lahor-union restrictions must al o be under 
constant investigation and • tudy. The investor must have assurance that his 
investment will not be endangered by political change . 

About the only logical procedure to follow to obtain recent information on 
the e ubjects is through the Foreign Service officers of 0ur St,ate Department. 
Much of the information may he found in the rep rts by these offirers under each 
country and may be reviewed at the State Department, in the Foreign Mineral. 
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 attaches) in 
the countries in question. The "Statesman YParbook ," published in London 
summarize some of this information for most foreign countries. 

The future posit ion of the United States in foreign ource" of mineral supply 
depends upon early action by our nJining companief: in acquiring a .~trong foothold 
in t he countries , till open to us before other natiom; get control of these available 
mineral resourcec:;. The statistic!'!..] tables indicate our incr<:'asing dependence 
upon foreign ources of stra t<:'gic mineral supply and the need for our Government 
to support trongly those companies that arc willing to risk investment in foreign 
countries. The demands for majority control formerly msde by United States 
companies inveRting in a foreign mining enterprise are no longer practicable 
because of the political tend ncy favoring local control in the exploitation of local 
mineral resource . It is therefore better to combine with locnl interests in such 
enterprise , retaining the management and s .. .Jes agencie for the product in 
exchange for the capital required for the mine developmentR, operation., and 
for the purchase of necessary machinery. Such cooperative partner hip. are 
now being carried out successfully by some of the large mining companies and 
they are thus protected against adverse political developmentR and excessive 
taxation. 1fining companie with excess profits, willing to invest in exploration 
and development of promi ing mining ventures, could do . o advantageously for 
themselves, for the foreign country, and for the United States. 

Another suggestion which may benefit companie entering certain foreign 
fields i to combine their intere ts rather than to bid against each oth r in ob
taining a property. Frequently a foreign mine owner is given an opportunity to 
promote competition and o obta.in an exaggerated price for his prop rty. om
petition and duplication of effort could be eliminated in part if mining companies 
were to cooperate on a well-planned program for acquiring propertie, 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 
stronrrer po ition to play a constructive part in building up foreign sources of 
mineral products required by our industries. They would also help to establLh 
economic welfare in the mineral producing countries and indirectly help thi 
confused world to combat pre ent abnormal conditions. 

R:EsuM:E oF THE AMERICAN MINING ScENE FOR 1947 AND FuTuRE PRosPEcTs 

(By Charles Will Wright) 

FOREWORD 

The following notes constitute an attempt to answer a Jetter from John Dor h, 
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 economi t 
but as a mining engineer I 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 i discouraging to our large 
consumer-s 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 tates depends 

upon an adequate supply of minerals obtained both domestically and abroad. 
The extent to which we are depending or will depend on foreign source of mineral 
supply is a matter of considerable controversy, es entially 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, regardle s 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 indu try 
relative to our rather serious position in respect to domestic ources 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 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 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 tates 
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 indu trie , 80 percent 
of which was supplied by the iron mines in the Lake Superior di trict. 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 p rccnt iron 
content. There are also an estimated 60,000,000,000 tons of potential re rves 
represented by the taconites in the Lake Superior di trict. 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 inten i
ficd. Research effort is being concentrated on methods to separate the magnetic 
and nonmagnetic a well as the coarse and fine grain d taconites which contain 
from 10 to 30 percent iron and in some areas as much as 40 perc nt. From thcs 
orcs a concentrate with 50 to 60 percent iron content is made and this product 
is sintered for reduction in the blast furnace. The int r t in th c ore. a a 
future source of iron is so great that the Oliver Iron Co. iiS r ported to have started 
on a $35,000,000 project to carry out a thorough investigation of th taconites 
on a large scale. The Pickands-Mathcr and other companies ar · also working 
on thi problem. 

In the foreign field some 16 years ago the Bethlehem tecl o. started th 
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 o. 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 lVIining Co. and the l\1. 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 l\1arampa 
deposits, 52 miles by railway to the port of Papel, from which a million tons a 
year 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 production 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 byproduct 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 ignificant 
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. Domestic 
production is about 3,000 tons annually and 40 percent of this is recovered aR a 
byproduct at the copper mines. Our annual consumption is e timated at 2,000 
tons. 

Some of the nonferrous metals 
Our domestic production capacity of aluminum is in exce . of current con

sumption, but in 1946 and 1947 we imported about one-half of our bauxite require
ments from Dutch Guiana. The United States has very small reserves of grade I 
bauxite (59 percent Al20 3 and 6 percent Si02) used exclusively for the production 
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of aluminum and the reserves of grade II (52 percent Al20 3 and 10 percent Si02) 

are small relative to our long-term requirements. It is therefore important to 
increa e imports and re erve our domestic reserves for emergency need . During 
the war period, from 1939 to 1943, bauxite production from dome tic mines jumped 
from 500,000 tons to over 6,000,000 ton and the production of aluminum from 
200,000 ton to 900,000 tons, or 45 percent of world production. 

Dome tic reserves of antimony are exceedingly small and are chiefly a byproduct 
in the production of other metal . Our consumption requirement. for 1947 to 
1948 are estimated at from 30,000 to 40,000 ton of which 12 percent will come 
from dome tic ore~ , 40 percent from import and 48 percent from SE:'condary sources. 
Unles we can re ume 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 ton in 1947 wilL 
fall short of anticipated needs by about a million tons. The outlook is for a 
decrea e 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 upply is more seriou . During the past 
4 year we have depended upon import , amounting to 400,000 ton 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 pre ent higher prices. 
Secondary lead is supplying an increasing tonnage of requirement . Our annual 
requirements during the next few years are estimated at 1,200,000 tons. Recent 
discoverie in the Broken Hill district, Australia, are reported to have contributed 
largely to the world's lead-ore reserves. 

In 1938 the United States was elf-sufficient in the production of zinc, the 
output being about a half million ton . Although production ro:e to an average of 
700,000 tons from 1940 to '46, import rose from zero in 1938 to an average of over 
400,000 ton from 1940 to '46. For the next few years our annual consumption 
requirement 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 i. at pre ent an 
exce:o;s capacit_,. for the production of zinc metal in the United States. 

Among the light metals magnesium prod ction and fabricating capacity in the 
United States vastlv exceeds current needs. Our reserves are unlimited a s a
water i. the main so'urce. The rated annual capacity of domestic sea-water plants 
i 54,000 'hort ton. while current dome::;tic requirement for thi: metal are e ti
mated about 10,000 short tons a year. Production co. ts at the. e plant. are 
reported to be the lowe. t. in the ~· orld and the exportation of this metal is now 
being considered. 

Tin, one of the mo. t .. tratE'gic of metals i derived entirely from foreign ources 
and imported both as metal and in concentrates, the latt r being reduced to 
metal at the Government owned tin smelter in Texa . In 1946 this plant produced 
43,000 tons of tin largE'ly from Bolivian concentrates. Tin imports before the war 
camE' aJmo t entirely from Briti. h Malaya but during the war import. were built 
up from Belgian Congo. As the placer mines in the Far East are rehabilitated 
import from this ~ ource will be increased. Domestic annual requirenwnt. are 
estimated at 95,000 ton during the next few years. Dne to the continued shortage 
of tin, war timE' control ha,·e been maintained on it di~ tribution 1o United~ tat. .s 
consun1er . . 

The domestic mc>rcnr~· mines made production records during the war wh n the 
market price was about $200 a flask, but. with present price at. $RO a fla~k most of 
the mines have had to suspend operation~. Ther are large si ocks of mercury in 
hot.h Jtalv and Spain P.stimated at over 100,000 flasks. The average grade of 
mC'rcurv ore minPd in ItalY is abont. 2 perc<'nt and Spain is well over 4 p rcC'nt, 
while a·n ore averaging 0.3· pcrcE'nt. is considererl goorl in this country. Domestic 
cowmmpt.ion during i he next few year is estimated between 2n,OOO anrl 30,000 
flasks. 

Advances in methods of minfral explomtion and min£ng 
There are va~t aren.s within our borders Rtill to be cxplor d hut TH'W discov< ries 

by th<> prospector'. pick arc becoming Rcarce as most snrfac<' showings hav<' hN'n 
niapped <>ither by our Geological Survc>y or i he> mining compn.ni<'s within the> n.r<'n~ 
of mineral occurrence. The United StateR thc>r<'fOr<' has a morp thorough knowl
edge of its mineral rPSOllrCPS and of efficient low ost m< t lHHl:-; of production than 
most foreign countries. However, thorp ar<> mn.ny hicld<>n sources of nwt.als as 
W(>Jl as oir still to he discover<'d which will add larg<'ly to our pr<'S<'nt. minc>ru.l 
reserves. The Qpological Survf>y is carrying on cl<'t.ailNl i nv<'st ign.t ions of s veral 
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of the important area ~ in the earch for ferrous and nonferrou mineral. dep it . 
Thi. work of cour, e will add valuable information in the form of g ologiCal map 
and structure ... ection useful in the earch for new ore bodies. 

During 1947 outstanding progre.~ ' ha been made in methods of geophy. ical 
exploration, particularly in the re ult obtained by the air-bs>rne maguetome!er. 
Thi in trument which wa developed during the war bv th .1. avy, the Geological 

urvev and the Gulf Oil o., has been largely re pon ·ible for the di. covery of new 
ore bodie in both the Sudbury and Lake Lynn district in Ontario, the exten ive 
illmenite depo ... it~ in Quebec and the Lubeck il fi ld ~ in Alberta. The Aero 
Servic<' Corp. of Philadelphia ha. done mo t of thi work on a contract ba i. and 
thev are now completing an oil survey of the Bahama., aLo of certain area of 
metalliferom• depo its in Routh and West Africa. In making uch a urvey the 
planes are flown at about 5,000 feet along line. a mile or more apart and a contiuu
ou, record of the ::momalie. obtained. In area ~ which how marked r.ttractions 

n additional ::-;urvey i made from a height of about 500 feet. Train d ueologi. t. 
are employPd to interpret the re ·ult . In general, there ha been an expan ion 
in the u ·e of geophy_ical method ~a guide in the di~covery of metalliferou' de
po it. more particula rly in the foreign field than in the 'Gnited tate:::.. One of 
the· rea. on ~ why g:eophy--ical exploration ha not been u:ed in th 'Gnited 'tates 
to find our hi<lden minertl.l rl.epo3it. within most of the State and on our public 
domain tue the loca l mining laws which limit the areas of exploration a. wnll a: 
the mineral: that may be exploited. In Canada, however, the mining laws are 
more liberal aud give pro ·pecting right to much greater area ~ and for all mineral 
products. 

In the field of mining the u. e of diamond rlrill for hol up to 100 feet or more 
are being u ed to replace the air drill at a number of the larger mine in the United 
States and Canada where the mining method u ed and the ore-body permits their 
u e. Although the actual drilling co t per foot drilled i greater than with th air 
drill the advantage lie in the greater afety and les fatigue to the workmen. At 
certain mines the change from air drill to diamond drilL ha resulted in a greater 
output per man-~hift and a reduction in co t . 

During 1947 the drill steel manufacturer have intorduced detachable bits 
with in ets of tung ten carbide for the cutting edge . Among the e are the 
Inter oll Rand Co, which make the Carset jack bit and the Joy l\fanufacturing 
Co. which make. the Sulmet bit . The great advantage of the~e bit "' is gr ater 
drilling speed, longer hole without change of bit in the harde t rock, negligible 
gage wear thu ... permitting mallcr diameter hole and a r duction of hit r -
conditioning. 

Ore treatment techniq1.le 
Out tanding in the field of ore treatm nt i thf' reHearch work of the cxpet"i

mental station of the Bureau of l\'Iine , tho .. e of tht> mining companieH, our 
technical in titutions and the American Cyanamid Co. New flotation reagents 
have been di covered which by differ ntial flotation will yield high recoveri . of 
oxide such a cas iterite and quartz, of carbonates uch a , cerru, ite and . mith
._ onite and , ilicate ' uch a. feld par, beryl, etc. Of particular intere. t in ore 
concentration by gravity ha~ been the expan. ion of the h avy media process 
which u es an imul ion of ferro .. ~iJicon to float out the waste from iron ores and 
nonferrou ore ' . About 15,000,000 ton a year of material ahov 10 mesh are 
treated annually by thi method u.~ ing cone of large capacity. A new mctho<l 
the D .. l\1 dev loped at the Dutch 'tate Mines for the treatment of coal i. · now 
being introduced by the American Cyanamid Co. Thi proc ss al ~ o u: s an 
ernul ion of ferro ilicon in a centrifugal machine and treat mat rial from 10 
me h down to 100 me h. Thi ha. been ucce ful in th tr atment of coals and 
active intere t i:being taken in its application to metal ore .. 

Another important development i the Humphery piral for the tr<•atment of 
fines under 10 me h to plu 200 me:h. A battery of the e 'pii·alR wit.h a daily 
capacity of 7,500 tons v;a built for the Titanium Alloy :\Ianufacturing 'o. at 
Jack onville, Fla., by the Humphery Gold l\Iining o. of Denver. .\t t.hi: plant 
ancient beach ands containin~ from 3 to 10 p rcent heavy min rals ar treat d 
and a concentrate averaging 58 p rcent heavy minerals made up of ilmenit , 
zircon, monazite and rutile is obtain d. The:e mineral. ar<> separat(• l by mag
netic and electro tatic method . Another installation ha · b n added to the 
4,000-ton-capacity mill at the '.Mcintyre mine at anford Lake in the Adirondack. 
where the fine containing magn tite and ilmenite arc b ing cone ntrat d :ucc ss
fully. These . piral which are tationary hav a daily capacity of 50 tons p r 
double unit and they are used to rough out waste from ores that ar • to be tr at .d 
Ly flotation or oth r concentrating methods. Op rating co. t. at Jack~onville 
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are given at 5 cents a ton treated, the major expense being for power u ed for 
pumping. 

Active interest is being shown in the Dorrco Fluo olids proces for roasting of 
pyritic concentrates or the calcination of lime tone. Thi process is de cribed 
in the December i. sue of Chemical Engineering. The roaster consists of a vertical 
furnace in which a rising current of preheated air or gas i 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 i discharged throuRh a pipe near the middle of the 
furnace. The pyritic concentrates are kept in a suspended tate by a .~trong 
rising current of hot air or gas but not hot enough to fuse the sulphide 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 become a reality the United States must continue to prepare 

for emergencies as victory or defeat will hinge upon the amounts of critically 
needed strategic materials available. Our deficiencies in many of the vital raw 
minerals and increasing dependence upon imports has been pre ented in the report 
1\fineral Po ition of the United States by the USGS and the Bureau of l\1ines, 
previou ly mentioned, the report by the Harriman Committee on European 
Recovery and Foreign Aid, part III, and in my article Problem and Procedure 
in Acquiring Foreign Mining Properties in the March 194 7 issue of Mining and 
1\Ietallurgy. In this latter article are graphs showing our average annual pro
duction and imports of 31 strategic minerals based on Bureau of Mines stati tics 
from 1941 to 1945. The ratios of imports for consumption to domestic production 
for the 5-year period were as follows: 

More than 50 percent imported: 
Antimony _______________ _ 
Asbestos ________________ _ 
Beryllium ore _____________ _ 
Chromite ___ ___ __________ _ 
Cobatt __________________ _ 
Columbium ore __________ _ 
Corundum _______________ _ 
Grapbile ________________ _ 
Industrial diamonds _______ _ 
Manganese ore ___________ _ 
Mica ____________________ _ 
Monazite ________________ _ 
Nickel __________________ _ 
Platinum ________________ _ 
Quartz Crystals __________ _ 
Rutile ________________ -- _ 
Strontium ore ____________ _ 
Tantalum ore ____ ________ _ 
Tin _____________________ _ 
T:mgs~en ________________ _ 
Z1rcomum _______________ -

Percent 
imported 

Less than 50 percent imported. 
87 Aluminum _______________ _ 
97 Arsenic _________________ _ 
92 Bauxite _________________ _ 
93 Copper __________________ _ 
88 Fluorspar _______________ _ 
99 Illmenite ________________ _ 

100 Lead ___________________ _ 
83 Mercury ________________ _ 

100 Pyrites __________________ _ 
89 Vanadium _____________ __ _ 
87 Zinc__ _ _______________ _ 

100 
99 
93 
99 
68 
65 
99 
99 
62 
99 

Percent 
imported 

19 
30 
22 
44 

9 
40 
46 
46 
26 
31 
40 

Many of these products such as tin, manganese ore, cbromite, cobalt, mercury, 
graphite, industrial diamonds, mica, etc. must be transported across the ocean., 
requiring a few million tons of hipping space annually. During the war not only 
these source~ of mineral ~upply were cut off bnt also shipments of bauxite from 
Briti. h and Dutch Guiana as well as the iron ore from hil were almo. t Hhut off 
bv thE' Nazi snbmarinf's. It iR therefore vita 1 that a gr ater effort he nuHie to 
expand OUr foreign purcha. es nOW rat.her than be obliged to pay higher pric H lat r 
and take the chance of being deprived of thesE' foreign . ourc( s of H11pply. Pro
posals have been made to acquire minerals for :;;tock piling from t.h Enrop an 
countries and their colonies in partial payment for loans under the European 
recovery program but as yet nothing has been d cided. Estimates by th Harri
man committ('P show a total annual value of $223,200,000 in ~trat gic and critical 
minerals available with comparatively Hmall incrcaRes 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 trategic minerals was made 
for the fiscal year of 1948 and recommendations to more than triple thi amount 
for 1949 have been made. However unles ubstantial aid is given by way of 
machinery and "know how" to expand production of the. e 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 
countrie 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 reduction 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 IX 
cents a pound; antimony from 2 to 1 cents a pound; copper exci e tax from 4 to 2 
cent a pound ; cadmium from 7~ to 3X cents a pound; zinc ore from 1.2 to 0.75 
cents a pound and on the metal from 1.4 to 0.875 cent 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 Recon truc
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 de ired. Inasmuch as such loans mu -t be guaranteed by the 
local governments they will probably be used to purcha e our modern machine. 
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 Mar ... haB plan funds for aid to the mining industries could be made available 
for project controlled by private industry which need our technical aid and 
modern machines and in which private Am rican capital could participate on a 
busine~s ba is t his would go far toward building up the mineral production, local 
employment and the economy of the countrie to be aided. Such loans could aL o 
be made against deliveries of mineral products and thu would eventually bC' r -
paid. If through the Marshall plan admini tration arrangement. with the in
dividm:tl government could be made to safeguard American investor against con
fiscation of the property or bu iness 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 trategic minerals into 
the United States as American firms will be seeking to build up production as 
rapidly a. pos:::;ible in order to get dollar credits through exports and thus repay 
their investment. Proposals to guarantee private capital inve tment by Ameri
cans in productive enterpri es in Europe and their colonies are being considered 
by Congress. 

The necessary control of the ways our Government funds are to h u' d to aid 
the mining industries in Europe and in the colonie could be made by comp t nt 
mining engineer attached to the offices in Europe which are to admini~t r the aid 
under the Marshall plan. ·Many mining projecLs will doubtle s he pr s nted to 
these offices which will have to be screened and e. timat d cost and machinery 
requirement carefully checked. As the time element ~s vital in Europe it is 
important to initiate the nece' ary groundwork with the aid of the mining bur aus 
and mining companies in each country in the prel?aration of mining projects, and 
in particular those on trategic mineral , that will n ed our financial, mat rial, 
and technical aid. 
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THE NATIONAL FEDERATION OF BusiNEss AND 
PROFESSIONAL WoMEN's CLUBs, INc., 

Hon. CHARLES A. EATON, 
1917 I Street, NW., February 9, 191,.8. 

Chairman, House Foreign Affairs Committee, 
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, 
HELEN G. IRWIN, 

Legislation Chairman. 

STATEMENT REGARDING A EuROPEAx REcovERY PROGRAM 

The National Federation of Business and Professional Women' Clubs, Inc., 
is an organization of 120,000 women actively employed in busines and the pro
fessions. These women, engaged in such varied fields of activity, represent a 
cross section of public opinion which ha. cut aero s the lines of individual interest 
and is crystallized into the objectives of this organization. 

The national federation has long been interested in problem of international 
scope, recognizing that its membership' progress, stability, and security depend 
on the solution of world economic and ocial problems. Being cognizant of 
their responsibilities as United States citizens, they are al o aware of the neceR
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 Franci co Conference; supported the 
United Nations Charter, and have urged the acceptance of United States mem
bership in such organizations as have been e. tablished 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 repre entative 
constantly at the United Nation 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 forei~n policy <:'mbracing international 
social development, economic and financial stability." First, we are intere ted 
in utilizing to a maximum degree uch organs and agencies of the United Nation. 
as are practical and expedient with a view to incr asing integration. \Ve realize 
the necessity of safeguarding our domestic economy, and th long view dictates 
that it may be necessary to do so by acrifice. We believe that the citizens are 
prepared to do o 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 Brooking 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 creditor, in tead of the pawn
broker to the old fellow who comes in with his overcoat. We believe that uffici nt 
funds must be appropriated to enable a recovery job to be d011e, and would 
resist a policy of further outlay of funds that could be only temporary relief. 
We do not pre:sume to state what this amount ~hould be, but believe periodic and 
reevaluation of the variable factors should determine incr a. eR and d crease' . 
We believe in businesslike safeguards for funds and material which we supply, 
but a believers in freedom for nations as well as individual , we believe that the 
nations should be unfettered in applying the program to their own economi s. 
We have the expectancy of a foreign policy that will be forward-to king in its 

general plan, but that must evolve with events of the coming yean~. 
Our upport is therefore dependent upon the utilization of wi:-; jnd rnH•nt in the 

administration, and we are impressed with the importance of hone t procuremcut , 
and the necessity of being kept informed as to progress. 

Our national president, Miss Sally Butler, is serving as am mb •r of the Stims n 
committee on the Marshall plan and our int rnational relations chairmen, through
out the 2,000 communities in the 48 States in which we arc organized, have t ken 
the lead in securing ·ignatures for the petitions rcqu sting thi program. 

I 

' . 
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Because of the nature of the membership of our organization, we bring to thi, 
problem a realistic viewpoint and a businesslike attitude. Having weighed the 
risks involved, we feel there i no alternative to a dynamic program for European 
recovery. 

Ron. CHARLES A. EATON, 
Chairman, Foreign Affairs Committee, 

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 thi committee hearing on the 
emergency relief program on behalf of the National Organization of Ma. ter , 
Mates and Pilots of America, which is an organization of licensed deck officer , 
including masters, serving aboard American ves el . 

I am a national vice pre ident of this organization and authorized to speak on 
behalf of its entire member hip of over 15,000 men. I have been going to sea 
for upwards of 23 years, in all deck rating , and I have been a ma ter 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 imultaneously 
aid in effecting economic tability even in our own country. There i., however, 
one pecific part of the .Marshall plan which we earne tly request be given your 
eriou attention with the purpose of altering and changing it. 

That ection of the plan to which we are in opposition is encompas ed in ec
tions VII and VIII of the emergency relief program which relate to shipping and 
the proposed transfer of American vessels to foreign flag operation. The witne~ 
could pre ent voluminous statistic which would effectively disprove claim. made 
by our own State Department a to the tremendou aving it could effect if 
instituted and the tremendou financial benefits to both the recipient nation 
and ourselve that would be gained thereby. The witne s will not attempt to 
to this as others have ably done so and it i. not our desire to be repetition.. He 
will, however, speak of some general but important factors which are self-evident 
and should receive your sincere consideration. 

When, at the reque. t of our Honorable Secretary of tate, repre entative. of 16 
foreign nation met in Pari. to draft the ba i of their reque ts, the r pr . entative 
from Great Britain, Sir Percy Rogers, propo ed that the United ~tat R give 
approximately 3,000,000 ton of American ship" to the. e variou nation as one 
of the means of helping to restore their economy. ~ uch a tran fer propound. a 
que tion and an important one and that is, How will theRe bankrupt countrie 
benefit by having the utilization of the e ves el if distributed to them under 
the terms of this plan? The plain truth i. that even though we have alr ady 
transferred to them more than 1,000 hip of all kind and sub tantially a .. i. ted 
in the rehabilitation of their merchant marine, the re ult a far a. tending to 
prove our good intent. and purpo. e to the Europ an nation. ha hren almo t 
negligible. Proof of this i . elf-evident in the recent di orders iu t.h variou. 
countries that have uffered from Communi t di ruption . 

The tati ticians which I have previou ly mentioned prov that everyone of 
the. e nation. without exception have already achieved their prewar tonnag of 
deep draft ves els and many of them have exce ded it. The propound r of the 
plan for tran. ferring our vcs. els i. him elf a r prrRelltative of British Rhipping 
intere t.s. They are perfectly willing for us to give our hips away, but is hi. 
country, a the second largest merchant marine fleet owner of the world, willing 
to do the same thing? The answer i an emphatic no. he place .. many r stric
tions on the sale or tran. f r of ny of her hip to other Europ an nation.' and 
where he ha control of port and port regulations, the co. t of op ration of foreign 
flag ve sels shows a decided increa e to the foreign nation with prefer ntial 
treatment to their own flag ve el . A recent pre. r leas in th New York Time 
indicates that exports from Great Britain in they ar of 1947 w re 8 p rc nt high r 
than they were in the year of 1938 which was t h peak year for mmlt Enrop an 
nations prior to their entrance into \Vorld War II. 

Our own Maritime Commission can site instances to you of Am rican ve. els 
transferred to foreign regi try where, at the expen e of American taxpayer , 
American vessels were delivered to them in ports in their own country before they 
took title and that the American seamen who wer sent with the ves el to deliver 
it were repatriated to this country at the expense of the American taxpayer and 
then left to seek employment in a rapidly dimini~hing field. 

If our purpose is to aid in the rehabilitation of the va t majority of th 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 wage~ of European ships crews are considered purchasing power, then 
this premise should be dismissed as negligible and uncontrollable. ince 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 countrie. . 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 end 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 earning made by their 
nationals in this country. Before the war when there was considerably les. money 
in circulation than now, Italians in America ent back to Italy approximately 
$100,000,000 annually; Germans and Poles an equivalent amount, and the Greek's 
approximately $25,000,000. All the other national in this country folrowed 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, e9onomy, and purcha ing 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 affect 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 pur uits of in
ternational trade, and exchange of ideas and relations. Even if orne 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 charge for services under reversed lend-lea e. 
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 lo of job for nearly 
25,000 American seamen, of whom a great part would be the officer that I r pre
sent. Prior to and during the war when there was a real hipping em rgency, 
thou. ands of fine young Americans were attracted to the merchant marine on 
the promi e of a future and a career in the finest merchant marille in the world. 
Not by any stretching of the imagination can it be ·aid that this promi ·e ha: 
been kept. On the contrary, impediment.·, restrictim1s, and probl mH have b en 
thrown into the laps of the whole hipping industry ' 'here orne American oper
ators took refuge and transferred their ves el to foreign-flag operation r ' ulting 
in the loss of many jobs and a serious unemployment . itnation for thousands of 
American seameu. The transfer of the vessel. nnd r this propo ·ed plan would 
be manv more nail in the coffin of the American m •rchant marine. Pl<·a~e do 
not let ihL happen. • 

It i: al o important to con. ider that at the present time <'V<'r.v 011e of t.lH' for<'ign 
nation which we propose to aid i engaged in an ambition .. and <'nergetic . hip
building program of their own. Not one of them has ii1dicated that they will in 
any way cut dow11 or curtail thiH program. Even at the present. moment they 
have contracted for 15~ million ton of hipping to h built in their own yard 
with fund and materials provided principally by us. In the m<'antimf' , our own 
shipbuilding indu . try is at a point dan~eron.ly nPar romplet <' .·tinct ion.·, \N e 
have had . ev ral bitter leRsonH b:v allowing this to happ 11 and i1 looks aH though 
\\Care proceeding merrily on our way to do the. allle thing again. 

'o, not only are we delinquent in a progr ssive shipbuilding program of our own 
to maintain our country a a fir t-rat<' maritim<' nation, but \\'<' ar<' aHHi~t.ing thes' 
other conntrie to build vast modern ft<·ctR of vcRs<>lH at our <'XJH'llR<' while W<' are 
slowly but surely starving our own Anwrican merchant marine to •xtiuctiou. 
We should not let thiR happeu. 

One amazing fact regarding this whole program :tands out V<'ry . harply and 
still remains completely unexplain<'d by th propon nts of the plan. \Vhy should 
the American shipping industry be the only on in th' whol plan which 'hould be 
singled out for uch drastic replacement by for ign lab r? \Vhy has not our 
State Department requ sted that foreign labor b brou rht h r, t grow their own 
grain or dig their own coal? Th<'y know how ab urd . uch a premis would b '· 
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When they destroy the jobs of so many Americans presently employed in thi~ 
industry? Is it because our State Department takes the po ition that the demise 
of our shipping industry is inevitable and so why not now? It i 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 defen e" 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 an wer is certainly not and we a k the 
good Members of Congress to see that it doesn't happen. 

It is requested that the following two important point. 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 ves ·el. 

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 Government 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 allie 
and we still feel that in addition to their own ingenuity and commercial enterpri e 
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 i 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. V\r e ask the Congre to 
guarantee it by legislation before we are completely out of. busine . It has been 
our bitter experience that our own 'tate 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 po ition on the American 
merchant marine is indicated by the figures showing the va t amount of savings 
that would be made by giving the foreign nations 500 additional hip . Th se 
have been proved factually untrue. Even the report of the ecretar.v of om
merce the Honorable Averill Harriman and hi committee indicated thi. . Yet 
the Harriman report was completely ditched in the preparation of the em rg ncy 
relief program. V\re, therefore, do not wish to live in hop , . We a. k that the 
Congress guarantee by legislation that we can live and exi t as Am rican and not 
on hopes. 

In conclusion, the witnes wishe to tate that he has the greate t r pect for our 
plenipotentiaries, amba ador , mini ter , and con uls and the good work most 
of them are doing, but he still believes that the best amba. ador of good will to 
any foreign country is an American ship, manned by Am rican officer and crew, 
delivering American goods to needy peoples. 

Re pectfully submitted. 
CAPTAIN WILLIA.1 C. AsH, 

Vice President, National Organizat1'on of 
1\Iasters, Nlates, and Pilots of Amenco. 

\VASHINGTON, D. C., February 9, 1948. 

DEPARTMENT OF TATE 
FEBRUARY 9, 1948 . 

• 0. 100 

Text of letter to Senator Arthur H. Vandenbera from ecn•tary lCOr~ C. 
Marshall regarding German reparation program, and the Department'" memo
randum on the ubject: 

FEBRUARY 4, 191ft 
DEAR SENATOR VANDENBERG: You will recall that during Dec mb r you indi

cated the intention of going fully into the German r paration and di mantling 
program in connection with the consideration of the Europ an recov ry program 
by the Senate Foreign Relations Committee. ince that time, th D part,mcnt.H 
of Rtate and of the Army have ubmitted to the oncrr ' H and to your committ e 
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a considerable amount of information on this subject. During the course of my 
testimony before your committee on January 8, I made a number of statements 
in which I pointed out certain of the reasons in favor of continuing 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 D raper, 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 que tions 
contained in Hou e Resolution 365. This resolution called for answer to 11 
questions concerning the di ·mantling program, and the replies (together with 1 

the six attachment.) went into con -iderable detail. I understand that the 
Speaker of the House of Repre entative~ read Mr. Lovett's covering letter of 
January 24 before the House. It was pointed out in thi letter that through 
both diplomatic channels and through the Office of Military Government (U. .) , 
the Briti h and French Government · have been asked to supply detailed informa
tion "·ith regard to the status of the dismantling program in their re:pective 
area of occupation. Although representatives of these Government have 
given u · a surance that they will make every effort to furni h the reque.·ted 
information, we are still awaiting receipt of detailed rc->plie . 

I he1ieve that there are certain very compelling reasons in favor of the reparation 
program "\\ hich may not be fully understood by the Congress, not-withstanding 
the quite exten~ ive information which has been made available to thP Congress 
through your committee and otherwise. For this reason I am submitting to you 
herev>ith a further memorandum in v>hich an effort is made to summarize the 
principal point which are involved. I believe that the information and argu
ments contained in this memorandum will be of use to your committee, and it 
occurs to me that you and other members of the Senate may deem it appropriate 
to employ this material in any further di cus. ions of the program which may 
take place. \Vith this thought in mind I am forwardi11g to you under separate 
cover additional copies of this memorand urn. 

I should also like to bring to your attention the fact that the British and French 
Governments are understood to be opposed to modification of the present dis
mantling program. v\Te 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 obligaterl to make to the \Vest. If all dismantling should be halted in 
our zone, thi would be interpreted as the abandonment of the reparation program 
as far as the United States is concerned. The probable result of sn,,h artion would 
be that the United States would find itself in sole opposition to the demands of 
the other 17 members of the IARA group of nations, and would probablv be 
faced with renewed demands for exten ive reparation out of current production. 
The principles for which we have contended so vigorously woulrl thu be placeci 
in jeopardy. Instead of being able to dispose of the reparations problem in short 
time and at relativelv little cost we will be thrown back into a situation similar to 
that which followed 'in the wake of \Yorld War I, with general disagreem nt and 
long drawnout wrangling among the victorious allies, and particularly those 
nations in western Europe among which unity of purpose and feeling i essential 
for European recovery. 

For the foregoing reasons, as well as the unfortunate political con equences 
within Germany which our officials there have declared would result from a tem
porary halt of di mantling should it later be decided to resume dismantling, 
General CJav has not been in tructecl to discontinue di ~mantling. No further 
allocations hy the Allied Control Authority have been made, howev r, since the 
current congressional inquiry wa begun. At the s:.:tme tim an inve tigation is 
bein(J' made to ascertain whether or not certain of the plants scheduled for dis
mantling would be better able to contribute to the world Rupply of critical it mR 
if retained in Germany, particularly those plants to which attention was cal led 
in the report of the Herter committee. 

As you are aware, because of oviet breach H of the Potl::ldam agre ment we 
are seeking adequate arrangements with the Britil::lh regarding further reparati n 
deliveries to the East. These discussions are continuing, and in the meanwhile 
all deliveries from the United State zone to th U. S. S. R. (and Poland) have 
been stopped except for the remnants of three plants which w rc largely dis
mantled and deliv red before the last meeting of th · 'ouncil of For •ign Mini:..;ters. 

After consulting your office, I am taking the liberty of furnh;hing 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. 

THE GERMAN REPARATION PROGRAM 

In recent weeks, while the major proposals of the Euro-recovery program have 
been under continuous congressional and public 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 a.ppear 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 concerned 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
~iderations 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 export 
to European recovery. The major con iderations 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 critically 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 realities is incontestable. The f2.ilure after the FirHt 
World War to arrive at a realistic solution of this problem cost American tax
payers and private investors hundreds of million of dollars, serion ly disrupted 
European and world trade throughout the interwar period, and gave ri. e 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 economic 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 h~d paid the German reparation bill. 

The character of existing reparation agreements 
The Potsdam agreement embodies the basic features of a reparation settlem nt 

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 incere pirit 
of cooperation, the Potsdam agreement provided the ba is 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, it 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 carry 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 sub tantially 
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. Unles it is willing to live up to all the terms of 
this agreement, it cannot properly claim that only tho e clau es 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 East. So far as the United States zone in Germany is concerned, 
only the remnant of three plants, di. mantling and shipping of which has already 
progressed very far prior to the last Council of Foreign Ministers, are now in 
process to the delivery to the U. S. S. R. 

It remains true, however, that the Potsdam agreement embodies the ba ic 
features of a reparation ettlement satisfactory to the United States, and one which 
is probably as advantageous to Germany as is compatible with Germany' obliga
tions. This being so, it would obviously be unwise to abandon the Pot dam 
reparation settlement merely by reason of Soviet malfea ance. 

The present attitude of European countries 
The attitude of the member 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 Mini ters. 
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 'ecure such 
German plants and equipment as have b en made availabl io them is am.pl 
evidence of the importance which they attach to these plant. for purpo es of their 
own economic reconstruction. Apart, however, from the contribution of the 
reparation program to their own conomic reconstruction, these countrie. regard 
the program as a symbol of an attitude toward Germany's past action and toward 
their own future, the abandonment of which would can. e the greate._ t cone rn. 
To argue that the United States has already, through contributions to Europ an 
relief, "more than paid for these plants," would seem to them to repr sent a callous 
diRregard for thP moral isRnes at stake. ami for the Rnn~rior rie:hts of the victims 
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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 expre sed 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 bizonallevel of industry 
When it became clear that the U. S. 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 ettlement. These instructions were given in March 1947, after the Council 
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 crisis 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 nece sity of provid
ing the basis for a German economy with the resources and flexibility es ential 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 capacity 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 
po . ible to devote large resources to the construction of the autobahns, of rna sive 
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 products. 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 basi , than that for the bizonal area. Industrial 
capacity in that area is, however, a relatively small fraction of the total in the 
three western zones. Even if pre ent 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 plant. for removal wa carried out with a view to 

retaining in Germany the most economically located plants and those best able 
to contribute to the export program, \vhile at the arne time minimizing the 
local and temporary effects of dismantling. The concentration of production 
in the plants remaining is expected to improve efficiency in management and in 
the use of labor, fuel, and raw materials. It hould he noted that these li ts 
were drawn up during the period between the end of August 194 7 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 li:st of plants to be dismantled, on October 16, 
the responsible German authoritie were invited to submit suggested amend
ment . No amendments were submitted in the case of the American list. Some 
30 or 40 amendment were suggested for the list of plants in the British zone. 
·Many of these amendments were accepted; and others are still under consideration. 

The relation of German production to the European recovery program 
The pre ent level of industrial production in the bizonal area is roughly one

third of the capacity scheduled for retention under the revised level of indu try. 
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 i)f industry does production now equal or even approach retained capacity. 
In no branch of industry will the removal of capacity now cheduled 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 increase 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 pre s and in pamphlets as tQ 
poRsible 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 basi for a greater German indu -
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 analysi , to fail equally to take into account the hard 
facts of economic life in Germany today. 

Industrial recovery in Germany is necessarily a slow process, ~hich can only 
proceed in a reasonably balanced fashion, with advance 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 fa ter than can be effectively 
utilized under existing circumstances would engender wa. te and misu e. In 
view of world shortages today, such action would be untenable. 

In conclusion, it is important to note that. in their discussions of the po ible 
"German contribution to European recovery, the bizonal authoriti s did not find 
themselves in any way limited by the restrictions imposed under the revised 
level of industry. Their estimates of poRsible 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 condition 
in Germany, taking into account the need::; both of Germany and of Europe. 

69082-48--70 
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Even under present programing, it is estimated that within 4 or 5 years 
Germany may have a snhstantial 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 import. of around a quarter of a 
hillion 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 
victims. 

The economic feasibilitu nf 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 reali?Jing about 50 percent of war-inflated ac
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. 
European 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 across 
Atlantic, reerected in this country, and adapted to the American system of 
measurement. Nevertheless, in the opinion of experienced American busi~es men 
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 oth r 
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, wherea 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 reichmark , 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.S. . R. 
Since roughly RM100,000,000 worth of capital equipment ha 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 ~~estern Powers R~I 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 we tern Europe and the disproportionately 
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 Germany'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 capacity 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, repre ents 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, can make good use of them. Trail. ferred German 
plants are already contributing to the economic n=Jcovery of othPr 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, recognizing its obligation , of Germany. It is a settlement to which genuinely 
friendly European countries, including both Great Britain and France, regard the 
United States as being fully 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, Eastern Standard Time, Tuesday, 
February 10, 1948. Not to be previously published, quoted frorn or used in any 
way. 

$522,000,000 FoREIGN Am 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, 
fo llows: 

• 
Estimated Estimated 

Quantity, freight at Estimated freight at 
Product long tons shipside shipping in shipside and 

value in thousands shipping in 
thousands thousands 

<Jereals _____________________________ ____________ 775,673 $93, 792 $7, 782 $101,574 Fats and oils ___________________________________ 63,636 1 20,000 (2) 20,000 Dairy products _________________________________ 6,013 3,500 (2) 3,500 Potatoes _______________________________________ 35,000 450 525 975 
Dried fruit (prunes) ____________________________ 5,000 785 150 935 Dried eggs _____________________________________ 200 179 8 187 
<Joal: United States ______________________________ 3,800,000 40,280 38,000 78,280 Ituhr _____________________ __________________ 1,000,000 -------------- -------------- 16,000 
Fertilizer: United States ______________________________ 37,000 2,200 820 3,020 <Janada ___ _______________ __________________ 28,900 1,800 638 2,438 <Jhile _______________________________________ 62,065 -------------- -------------- 2, 729 
Pesticides (sulfur) ___________________ ___________ 17,000 340 160 --------------Petroleum products: United States ______________________________ 140,500 3 5, 400 1, 705 7,105 

Off -shore ___________________________________ 812,000 15,050 7, 770 • 24,895 
<Jotton and other fibers ________________________ 28,000 19,500 500 20,000 
Medical supplies ___________________ _____ ______ _ -------------- -------------- -------------- 1,000 Iteserve ________________________________________ 

-------------- -------------- -------------- 862 

1'otal ______ __ ____________________________ 
---- ---------- -------------- -------------- 284,000 

t Final detailed 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. 
3 Subject to adjustment downward after determination of final quantities to come from United States 

sources. 
• Includes reserve of $2,075,000 for petroleum products not yet specified. 

The following is a summary of the program for France recommended above 
u ing the commodity ~ategories specified in Public Law 389. The summary in
cludes estimated cost. of commodity and of shipping: 

Item 

Food ____ - - ---- ----------------- -- ---- -- ----------------------------------------Fuel (coal only) ____ _______ ____ __________ _____ ________________ _____ __ ________ __ _ 
Petroleum and petroleum products _____________________________________________ _ 
Fibers (mostly cotton) __________ ______ _________ _________________________ ____ _ _ 

Fertilizer __________ ---------------------------------------------------·--------Pesticides (sulfur) ___ ___________________________________________________________ _ 
Medical supplies _______________________________________________________________ _ 
lleserve _______________________________________________ ________ _________________ _ 

1'otal .. --------------------------------------------------------------------

Estimatf'd 
freight at 

shipside and 
shipping 

value 

$127,171,000 
94,280,000 
32,000,000 
20,000,000 
8,1 7,000 

500,000 
1, 000,000 

862,000 

284,000,000 

--
Percent 
of total 

44. 7 
::13.20 
11.27 
7.04 
2. 
.18 
.35 
.30 

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, except 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 product~ 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: · 

I Estimated Estimated (freight at Quantity (freight at Estimated Product (long tons) shipside) shipping shipside and 
cost shipping) 

cost 

Food: 
Cereals (wheat equivalent) ___________________ 148,000 $17,608,698 $2,400,790 $20, 009, 488 Soya flour ___________ ____________ ____________ _ 3,000 553,292 69,450 622, 742 Itice ______ __________ ____ ____ _____ __ ________ __ 4,000 985,600 63,600 1, 049,200 
Rolled oats ______ _____________________________ 3,000 512, 534 112,890 625,424 1Beans _____ _____________ ___ _____ __ ____________ 16,000 3,957,934 536,160 4,494,094 
1-ard----------- - -------- ---------- ----------- 3,000 1,948,800 111,960 2,060, 760 
Peanuts (United States surplus) ____ _________ 7,000 2, 494,296 190,050 2,684,346 
Copra (Philippines) ___ __ __ __________ _________ 9,524 3,047,680 285, 720 3,333,400 
Sugar, raw (Cuba) ___________________________ 17,000 1, 538,432 291,650 1, 829,982 
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): Ruhr _________________________________ __ ______ 501,000 ---- ---------- -------------- 7,014,000 
Poland, Czech, Saar, and other European ____ 219,000 --------- ----- -------------- 3,286,000 

Fertilizer (off-shore) __________ __ __________________ 50,000 -------------- -------------- 2,000,000 
Seeds: United States ________________________________ 660 3,212,870 373,500 3,586,370 

Off -shore __ __ ____ _______________ __ ____________ 660 -------------- -------- -- --- - 314, 750 
Miscellaneous: Pesticides ______________________________ ____ __ 1,864 389,800 93,200 483,000 

Medical supplies __ ___ ________________________ ------------ -- ------ ------ -------------- 1,016,000 Fatty acids __ ____________ ___________ ___ ______ 300 244,000 11,130 255,130 
Agricultural machinery, spare parts ____ ______ ------------ ---- ---------- -------------- 100,000 Reserve ______________________________________ 

------------ -------------- -------------- 537,004 
1'otal ______________________________________ 

------------ -------------- -------------- 57,000,000 

2. The following is a summary of the Austrian program recommended ahove 
using the commodity categories specified in Public Law 389. The ummary 
includes estimated cost of commodity and of hipping: 

Item 

Food ______ __ ------------------------------------------------------------------Fuel (coal only) __ ________ ______________ ----- __ -- -- __ - ------------------ --------
Heed ------------ -------------------------------------------------------------
Fertilizer_ ----------------------------------------------------------------------
:\Iedical supplies _. _____ ___ _____ ----- __ -------------------------- --------------
Pesticid~s _ _ __ -------------- ----------------------------------------- ----
IncentiYe goods ___________________ - ___ ----------- ------- --- --- --- ------ ---------
lles~rve __ -------------------------------- ----- ------------------- - ------

1'otal ----------------------- ----------------------- __ --·-------·--·---
----------------·-- --- ------

Estimated 
cost-and-

freight cost 

$38,418,000 
10,290,000 
3,901,000 
2,000,000 
I. 271, 000 

483,000 
100,000 
537,000 

57,000,00() 

P rcent 
of total 

67.40 
18. 05 

6. 6 
3.50 
2.23 

I) 

. 21) 
XI) 

100 00 

The Au:::;trian program in general covers the same. hipment p riod as the French 
program, from December 17, 1947, through l\Iarch 1948, except for the cereals 
allocation for April which will be shipped in April, 1948. 

Other comments on the Au::-;trian program arc as follow:::;: 
Sugar.-The Austrian Government has agr<>ed to accept and proc •ss raw :-mgn.r 

in Austria. This action permit supply of au additional aruount of sugar, :->tated 
by the Austrian Government and the commanding general, United 'tat 'H forces 
in Austria, as urgently ne ded, without increasing the nmount of funds rcq uired. 

Fuel.-No coal i being supplied from the United~ tatcs as Au trin.n coal r<'quir '
ments can be met from European sources at a lower unit cost. The JH"opos<>d 
program covers Ruhr, Saar, and Czechm.,lovakiau eoal f r January, February, 
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and 1\Iarch, and Polish coal for February, M&rch and April.' April PolL h coal 
must be paid for on or before 1\larch 20, 1948. ' 

P etroleum and petroleum products.-N o petroleum and petroleum products are 
included in the program. Such import POL products as are required are being 
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. 

Incentive goods.-The Austrian Government is most de irous of receiving certain 
agricultural machinery spare parts as incentive goods. These parts can be 
ecured from Bizonal Germany prior to l\1arch 31. 1948. 

Rese1·ve.-This reserve is set up to cover a possible increase 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. As an indication of its importance to 
Austria, the proposed food program will provide 772 billion calories or approx
inlately 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 
Freight at Shipping Cost-and-Quantity 

(long tons) shipside cost cost freight cost 

Food : <Jereals ____________ __ __________ _____________ 641,000 $76,393,000 $10, 749,000 $87,142,000 Soya filour _____ __ _____ ___ __ __ _____ __ ____ ___ 12,000 2,213,000 252,000 2,465,000 
Pulses (beans) ___ -- ----------------- ----- -- 17, 500 4,329,000 671,000 5,000,000 
Dairy products .. _____ ______ _____ __ _________ 6,000 1,900,000 200,000 2,100,000 J)Jied eggs _____ ___ _____ ___ ____ ________ __ ___ 1,500 1,344,000 60,000 1, 404,000 
Rolled oats. ·-- ___ ____ ________ __ ____ ___ ____ _ 6,000 1,035,000 165,000 1,200,000 
~acaroni . _____ __ _________ ___ __ ___ ___ ____ __ 10,000 2,432,000 568,000 3,000,000 
Sugar (raw <Juba) ____ __ _____ __ ________ ___ __ 28,000 2,661,000 539,000 3,200,000 Potatoes __________ ____ ___ ___ __ ___ ______ ____ 28, 000 364,000 840,000 1,204,000 

<Joal: 1Jnited States ______ __ ____ __ ____________ ____ 1,800,000 18,900,000 17,100,000 a6,ooo,ooo Ruhr ___ __________________ __ ____ ____ ___ ___ __ 500,000 ------- ---- -- - ------ -------- 8,000,000 
Petroleum and petroleum products: 1Jnited States ___ _____ _____ ____ ___ __ ___ ___ __ 23, 102 1,850,000 471, 000 2,321,000 Off-shore _______________ _______ ___ __ ___ __ ___ 473, 683 8,038,000 4,641, 000 12, 679,000 
Fertilizer: 1Jnited States phosphate rocks ____ ___ 70,000 ------- -- ----- -- --------- --- 1,000,000 
Medical supplies -- -- -- -- ---- -- - --- -- -- -- --- - -- ------- -- ----- ------- ------- ---------- -- -- 1,800,000 Pesticides ___________ __ __ ___ ___ ____ ______ ___ __ __ 

------------- - ---- --- --- ---- ----- -- -- ----- 200,000 Reserve __ ___ _______ ____ _____ _____________ ___ __ _ 
-------- -- ---- -- -~ - - - --- ---- --- -- -- ·- --- -- 12,285,000 

1rotal ___ ____ ___ ________ _____ ______ __ _____ 
-- --- -- ----- -- ----- ------ -- - -------- ------ 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: 

Product 
Estimated Percent cost-and- of total freight cost 

J?ood _______ _____ __ ______ ________ _____ ___ ___ __ ____ ____ ___ ____ ____ __ __ _________ __ _ $106,715,000 58. 96 
44,000,000 24.31 
15,000,000 8. 29 
1, 00,000 . 99 
1,000,000 . 5j 

<Joal .. ----- ---- ---- --- ----- ------- --- -- --- -- ------ ------- ----- ------------ ---- ---Petroleum and petroleum products _____ __ _______ __ ______________ . __ _____ ____ . __ _ 
Medical supplies. _____ _______ ___ ______ __ _____ __ _____ ____ ____ __ --- -- -- __ ---- -- - __ 
J?ertilizer __ ___ ________________ ___ _____ _______ ___ ___ _____________________________ _ 
lPesticides ______ _______ ___ ___ ____________ ____ __ ___ ________ ____ ____ ________ ______ _ 200,000 .11 lteserve _____ _________ _____ ____ ___ __ __ ___ __ _____ __ ____ ____ ___ _________________ __ _ 12,2 5,000 6. 79 

1rotal _______ __________________ ______ ______ ________ ________________ ________ _ 181,000,000 100.00 
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In general, the recommended Italian program covers shipments January 1, 
through l\1arch 1948 with the following exceptions: (a) Deliveries in Italy of 
Ruhr coal and petroleum, oil, and lubricants on and after December 17, 194 7, 
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. ~o 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 streptomycin, penicillin, 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 critically 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 u e 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 tatement 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 BoLTON. There being nothing ful'thcr to come 
before the committee at this tin1e, the committee will reconvene again 
tomorrow rnorning at 10 a. rn. 

(Thereupon, at 3:30 p. n1., the committee adjourned to reconvene at 
10 a.m., Wednesday, February 11, 1948.) 
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