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UNITED STATES FOREIGN POLICY FOR A POSTWAR 
RECOVERY PROGRAM . 

WEDNESDAY, FEBRUARY 11, 1948 

HousE OF REPRESENTATIVEs, 
CoMMITTEE ON FoREIGN AFFAIRs, 

Washington, D. 0. 
The comn1ittee met at 10:15 a.m., in the Foreign Affairs committee 

room, United States Capitol, Ron. Bartell J. Jonkman (acting chair
man) presiding. 

Acting Chairman JoNKMAN. Our first witness is Mr. George Weller, 
foreign correspondent of the Chicago Daily News. 

Vfill you please identify yourself for the record? 

STATEMENT OF GEORGE WELLER, FOREIGN CORRESPONDENT OF 
THE CHICAGO DAILY NEWS 

1\tir. WELLER. I am a foreign and war correspondent. I have served 
two foreign services, that of the New York Times, in the Balkans and 
Europe, and the Chicago Daily News in all the continents of the world 
except South America. I have lived overseas about 12 years, report
ing political and economic affairs. 

Gentlemen, these remarks are a criticism of the $6,800,000,000 plan 
for 15 months' aid to Europe. These remarks are not an effort to 
decide whether the European nations want, need, or believe them
selves entitled to American aid. They are an effort to determine 
whether it is in the A1nerican nation's interest that American people 
should be taxed to provide it for them. 

ERP hopes that the rebuilding of the industry of western Europe 
will create a nevv group of buffer states able to resist the westward 
push of communism. The bill assumes that comn1unism can be 
halted by simple restoration of national econon1ies. The notion is 
plausible but vv-rong. 

Communism today is not a n1ass n1ovement, though it wish s to 
be. It is a movement of an elite which i placed into power, not by 
mass unrest or hunger but by the Soviet Army and the Cornrnunisi 
Party. Whether or not there i a mass unrest has little to do with 
t!le act of usurping power. It is a question only of who has th guns, 
tanks, and airplanes in the best position, and trcatie to defend them. 
Russia has the power, the treaties, and a working technique; tlwr for , 
communism advances. 

Economies of many of the eastern and ecntral Europ an countries 
now on the Con1munist as embly lines ·were hardly cratched by the 
war. Czechoslovakia, which wa hardly touched; Bulgaria, which is 
almost completely intact; Hungary, hit hard in some urban centers, 
but not hurt in any fundamental economy whatever; and Rumania, 
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never fought over, and one of the richest countries of Europe. There 
was neither hunger nor chaos in any of these countries. The proof 
of this is that the Russians have been able to extract between $10,000,-
000,000 and $15,000,000,000 from them. 

At the committee's request later, if time affords, I shall be glad to 
explain the Communists' step-by-step procedure for taking over any 
countrv. rieh or poor, Marshall plan or no Marshall plan. 

Building up western Europe's resistance against communism cannot 
be achieved by any number of American billions. The net effect of 
ERP is to increase the blackmailing po·wer of the Soviet armies. The 
power of these armies can be answered only by a very substantial 
permanent increase of the American deployment of armed power in 
both Europe and Asia, including permanent bases overseas. The 
entire structure of wartime agreements needs to be torn down and 
rebuilt so that it ceases to defraud the American interest, as it does 
today. 

The United States already has been defeated in the peace treaties. 
Most people think we won the wa1 ; we did not. The defeat is being 
turned into a rout by five arms of Soviet imperialism. They are: 

1. The armies of the satellite governments. They are the ones 
who fought the Nazis and Italians, and have kept their military 
organizations. 

2. The former guerrilla armies, now armies of the Communist Party. 
3. The Communist Party. 
4. The Soviet Army. 
5. The fifth arm, and this is the most neglected and least understood, 

the N arkomindel or foreign trade monopolies of the Soviet Union, 
and the monopolies of its satellites. You will observe three or four 
of these are present wherever communism moves in. 

You will find no country being taken over in Europe wh 're th 
Soviet Army has not been present itself. 

How ran the Marshall plan eheck any of these five? It cannot 
even delay them. It may, indeed, aid them, and I believ) it will for 
reasons I shall later explain. 

• You may wonder why someone who is against communism would 
be against the ~farshall plan. You have read that the Mar hall 
plan is opposed by the Communist press and the Communi t spok -
men throughout the world. Soviet attacks on the Marshall plan 
have been wholly misunderstood in the United tat . These 
attacks were never intended to keep the plan out of western Europe. 
They were intended only to insure that the Marshall plan stays out 
of eastern Europe, Rus ia's sphere (in her own eyes). 

The Soviet Union does not want Ameriean governmental dollar to 
be accepted directly and officially by the satellite government . They 
resist a penetration directly from above, where their control i . trong 
at present. For this reason the Russians forced east rn Europt'fl.n 
satellites either to remain out ide the Marshall plan or tor nouiH'' it 
after they had joined it. 

I went over all thi r a oning this umn1er in P land and z cho
slovakia with their stat smen. 

But trade in eastern Europe is a monopoly of th Communist 
Party. For this reason, they have already refused our n1on y as 
coming from above, at a time when the Marshall plan wa never 
represented as anti-Comn1unist. 
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Both the satellites and the Soviet Union will be delighted if billions 
of American dollars flow into their hands tlu·ough western Europe's 
purchase of eastern Europe's products. And Con1munist Europe 
will expect to buy more cheaply fron1 \vestern Europe goods tem
porarily subsidized by American dollars. You can see the obvious 
advantage to the countries of eastern Europe. Thus the Communi ts 
in eastern Europe can hardly be hurt by ERP, which sends them 
dollars by handfuls. 

This summer I covered the trial of ~ ikolai PetkoY, a man who was 
hanged, as you kno,v, in spite of the determined but fe ble oppo ition 
by ourselves. This is one of the great moral defeat of our postwar 
policy. I find now that ~fr. Dimitrov, the Prime Minister of Bulgaria, 
is very much in favor of active dollar trade with Franc , with Britain, 
and with the United States. He said so. H0 allows himself to be so 
quoted. There you see the distinction , ladies and gentlemen. Of 
course , they are very happy to have the ~ [arshall plan in this forn1 in 
western Europe. It is a source of dolla.rs. 

It is extraordinary to find ERP openly relying on encouracing 
trade between western Europe and Communist Europe. Why help 
both if vve want to help one resist the other? Having subsidized 
communism in eastern Europe through UNRRA must we subsidize 
its foreign trade? 

You know, we gave an average to the O'reat Soviet satellite of 
eastern Europe of about $400,000,000 per country, usually about 
$100,000,000 in industrial aid alone. Having done this through 
UNRRA must we also subsidize its foreign trade, once we find thi 
foreign trade is an arm of penetration? 

It would be ridiculous to do so. 
The State Department does not appear to realize that foreign 

trade to the Soviet Union and its satellite is an arm of political 
conquest. 

Export prices are ubordinate to foreign policy in each of th ~ ... 
countries. HoweYrr many American dolla.rs are poured into ca l<'rn 
Europe through western Europe, not a single dollar will be allowed 
to divert the astute policirs of the variou Communi t ministers of 
foreign trade who arc building a monolithic coll<'ctive conon1y, a 
collective economy of states in Europe, in eastern Europe. If you 
will look back through the fil<'s of th<' stat n1ents of the 1nini t<'r of 
foreign trade of each of these eountriC's you will ce how, with the 
full concurrence of the countries, thcn1sclYes, with th ir Cornmunist 
ministers of t.r de, this block i being created. 

Study the economy of CzC'choslovakia and you will obs rvr , for 
example, a trade with the U. S. . R. now being xpand d frmn 4 up 
to 18 percent in one yrar, and the aim is that. b t,wpen 40 and .50 per
cent of Czechoslovakia's forC'ign trade shall be in en. tern Europ<'. 

The a.im is to usc this growing international monopoly ~ventually 
as a weapon, b .caus the fnct i", whct.her w lil e it or n t, <'a ~ t rn 
Europe does not dcpC'lld on WC' tern Europ . The East do . not n 'd 
the Vvest. As an cconon1ic weapon, the l\Im· hn.ll plan is, ther f re, 
ill-aimed, useles , and out of dat . 

In its hopes of peace and security th l\~Iar hall plan i dang<'l'Oll . 
It encourages n, fal <:'onfidcncc in the An1 ric n people. 'Vhrn this 
confidence is dashed , as it will be as soon a the "'ovict l Jnion r<'build 
her strength , the fHilure of ERP \\ill incn'a ' AinPrican i"olationi. m 
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and the final overthrow of the American strategic responsibility, 
which was assumed in World War II. 

Having stated the over-all error of ERP, I shall touch on only a 
few of its other shortcomings. 

ERP assumes that it is mainly America's part to pay for the re
habilitation of western Europe. Why? Why, for example, should 
Argentina lend $175,000,000 worth of beef and wheat to Italy at 
interest rates from 2.5 to 3.5 percent? Is Argentina more opposed to 
communism than we are? No. Argentina's cultural attachments to 
France and Italy are far closer than those of the United States. So 
why do we give and pay and why does Argentina escape giving and 
paying? 

Furthermore, let us ask the question, Is our money going to pay 
Argentina's 2.5 to 3.5 percent interest rates, as well as its beef and 
wheat? 

To go on to another weakness, ERP assumes that the markets in 
the Far East and South America for European industrial products are 
going to revive. Now, I have been in southeast Asia as a correspond
ent, and within the last 2 years, the first year after the war, after 
covering the efforts at peace in China. I know those countries, all 
the 'vay from China down to Indonesia. This assumption of the lively 
revivial of trade is largely false. Industry in general has been de
centralized through the war. These countries have learned to get 
along 'vithout things or to make their own simple requirements of 
industry. Western Europe is losing its markets. The liberated and 
semiliberated colonial areas can now meet most of their own industrial 
needs. Furthermore, native labor makes their prices generally lower 
than 'vestern Europe's prices. The American taxpayer may be willing 
to pay for this transitory rebuilding of European industry, but the 
Asiatic c~nsumer is not prepared to buy its products in lnrgr qnan titit's. 

ERP is attempting to overexpand European industry. Last l\1ay 
and June, when I was in Paris, I found that the industrial recovery 
in France already-then, after a winter filled with stories of mass 
panic and chaos in the American public's eye-was up to 93 percent 
of its prewar quotient , aud I believr it is over 100 percent today. Yet, 
if we continue this policy of overexpanding with our mon y, no amount 
of American dollars can turn back the clock to the days of colonial 
markets or bail out industries which deserve in an economic sen c, 
to die, as for example, Britain's auto industry, which hy nn y prnc
tical analytical examination is completely uneconomic. 

Moreover, as we all know, ERP promotes inflation, it preads in
flation on a world-wide scale, hurting thus the consum rs of all coun
tries, costing us their good will with that risr, and postponing nn <'Y<'ll
tu al sound recoverv. 

I do not wish tovhave my criticism appear to be a total rej ction of 
all of the principles embodied in ERP. ERP is justifi don ompa
sionate grounds in wishing to stem actual hunger or malnutrition in 
western Europe. This duty is a duty of humanity, prop rly hared 
by the United States and all well-fed nations. How ver, as long as 
62 percent of the German farmers give crooked figures on their crop 
quotas-this figure is from Raymond Daniell of the New York Times, 
who is a very reliable reporter-this duty is not xclusiv ly America' 
in respect to Germany. How can \v·e, for {'Xa.Inpl{', rppair U1P loss of 
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German farm land to Poland by milking our own people to subsidize 
the Gern1an diet? 

These remarks are discussions of one country. I could discuss other 
countries in similar terms, if there were time. 

Courting the good will of Europe through ERP is en1otional non
sense, ladies and gentlemen. All the help which is given to Gern1an} 
is used as very effective anti-American Con1munist propaganda in 
Poland and Czechoslovakia. I have a story to illustrate that: This 
summer I was talking in Poland to a husband and wife who were edu
cated people and very anti-Communist by spirit. I asked them 
whether the Poles did not feel some sympathy for the humanitarian 
role w·hich the United States was playing in Europe in feeding the 
German people. They said, "That is the thing we dislike most about 
the American foreign policy. In proportion to the extent you wish to 
help Germany, we sympathize with the point of view of the Com
munists in this country who attack you for doing so. We see no true 
humanitarian obligation there." 

Tbat iR an illustration, ladies and gentlemen, that i is not just 
Com1nunist propaganda but it is a point of view broadly accepted by 
people who are actually unsympathetic to Conununist propaganda. 

All the help given to Germany is used as very effective anti-American 
Co1nmunist propaganda in Poland and Czechoslovakia. American 
help to Italy is Communist propaganda in Yugoslavia and Albania. 
Europeans naturally ask, "Why is America giving million to these 
former rnemies of devastated Europe?" The western European 
countries are not moved to gratitude-except prrhaps, in some meas
ure, Britain. 

The State Department ays our people Inu t give out of self-intere t. 
However, why should anyone be gntteful for what is givrn out of 
self-interest? You know, too, that it is often represented that one of 
thr reasons for the I\1arshall plan is to promote American busine .. 
to keep American industries going. I do not find n1any indications 
of that profiteering coming to the surface. In all fairn' , I find thrrr 
are Amf'rican busines 1nen who are against it. But I believe there is 
n. errtain legitimate ground for this critirism, though, of cour e, 
notl1ing like this was the original inspiration of ERP, at least profit to 
.A.Jll('ricans by tax-supported exports was not its original ain1. 

\v11at is happening, ladie n.nd gentlenwn, with the prospl'ctive aid 
of ERP and the l\1ar hnll plan is that Europ(', like China, is going 
into busin('S as a profe ional buffer statt>. It is going into bu inc 
in that 1nanner, of bring a buffer state b tween the SoYict armies and 
our elYes. 

Furthennore, Ain<>rican lllOIH'Y delays good rrforn1s in Europ<' and 
gi' e_ governn1ents reason for postponing thcn1. The thn'c souude t 
strps in Europ(''s recovery up to now wrrr the d0valuution of tl10 
rurrcncies of Italy, first, mul Fra.nee ju 'L tlH' other day, and the rus
tonls union, Benelux, betwrpn Bdgium, Ilollan l, and Lnx<'mburg. 
~one of tlwsP was a.e('omplislH'd through .Amt'riean iut('rvpn tion; none 
wns nn Anu~rican idra. 'o cconon1ic refonn eonH'S frotn bPlow with 
rca on, fron1 thP Europt'ans, ~tnd not from above, with dollar .. , as an 
~ merican inspiration. 

The helping of France and Holland by the United tates is aiding 
two powers who are engaged in colonial campaign in th Far Ea t. 
We have already provided arms and indirect financial aid to th e 
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campaigns to our own prejudice in the eyes of 100,000,000 Asiatics. 
Through this sort of aid we are losing the masses of people in southeast 
Asia, as we are losing them in China. Do not be deceived by any 
attempt to put strings on these moneys and to say that they will not 
be used for these purposes. They will be. They will be siphoned 
over and nobody can prevent it. 

To continue to give this kind of aid will deepen this moral defeat 
we are suffering in southeast Asia. Furthermore-another example 
of helping the people we are trying to beat-the Soviet campaign to 
represent us as an imperialist power, a natural partner of the imperi
ali t powers of Europe, will be strengthened. 

erhaps it i.. not part of America's busine s whether the borrowing 
countries refu e to haYe a Socialist goYPrnrnent or not. This is what 
\Vf' call the "d ilenuna of conditions," iu Henry Hazlitt's phrase. But 
ociali. n1, a ~ a self-liquidating econon1y, rernains to pro · it elf. It is 

not good taternan hip to wring n1oney frorn A1nerirans on com
pa . ionat€ 0 Tound to support econon1ic experiments, whether they 
be the bureaucr-atic socialis1n of Britain or the tate c-ollt_l l·tiyi 111 of 
Kuon1intang China. 

ERP is a double invitation to future blackmail. A ... long as the 
oviet armies hold their present advantage, European governments 

can exploit the Communist menace for more American dollars indefi
nitelv. Look at Greece. Three hundred million dollars almost 
gone~ and they want more. It is gone, "'ithout curing the strategic 
disadvantages and the defects of the treaties which cause it. Thus 
we buy spurious insurance b~ r installment as protection against Soviet 
imperialism, without achieving ever a counterprogram. 

' Vhile the Red Army squeezes, the various Communi t parties cau 
abotage by striking the industrial effort of any nation where they 

are already powerful enough to be a menace. Our missionary dollar" 
go wasted. For example, the last big French strike cost $1,400,000,000 
in production. Ask yourselves, ladies and gentlemen, how much of 
that loss was ours? 

Until we find counterweapons, not against strik but again t Com
munist imperialism, we can be exploited by Communist unionist 
legally as easily a we are exploited today by bridge-blowing Com
muni t guerrillas in Greece. They throw in $1,500,000 to build a 
bridge and a small package of TNT makes u $1,500,000 p orer. 

Looking at as a whole, the ERP is the dying phase of an Am rican 
postwar policy which originated in World War II, while the fighting 
was still going on. This policy may be called "Retreat and Pay." 
The retreating began with the strategic withdrawals at Tehran and 
Yalta-never confided to the American Congress. Paying began with 
the United States footing 72 percent of the cost of UNRRA, and 
thereby underwriting the new Communist states in eastern Europe 
as well as helping to rebuild western Europ . The post\\nr loan", th 
gifts and th gift-loans, have demonstrated th failure of farming out 
foreign policy to other govmnments and other econmni s. To ron
tinue this sa1ne policy invites further failure. 

Now, I r alize that ERP is support d by n1nny hou st citiz ns, 
legislators , and ditors who are n1oved by rmnpa .. ion for :Jurop and 
a wish , and a genuine and meritoriotts ' ish, to t In th advance of 
communism. But ERP cannot accomplish pennan ,ntly it objecti (8. 

What America needs i not ERP but a n w for ign pr gran1 to 
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amend its strategic defeat in eastern Europe and the Far East. A plan 
of econoinic aid, much smaller and much sounder than ERP, has a 
legitimate place in such a progran1, providing the Inilitary and strategic 
essentials are attained first. 

However, this program must be reasoned out as a \\hole and it 
ea,nnot be purchased with dollars and commodities. 

Acting Chairman JoNKMAK. ~Ir. Jarman, have you c n3r questions? 
1\Ir. JARMAN. I \\Tould like for you to elaborate a little bit on this 

new foreign policy you propose in the last paragraph there. 
Mr. vVELLER. "\Ve will take first a plank from ERP. That is the 

obligation of compassion, and the obligation to stem hunger and 
malnutrition. This should be the first point-a relief program, 
American administered, not passing through foreign governments. 
A foreign government that did not wish to accept American aid, 
American administered, ·would not receive aid. 

For the second point, a building up of American po'\ ... er in Germany, 
in Trieste, and in the Far East, so as to correct our present disad
vantageous bargaining position. It is impossible to bargain unless 
there is equality of bargaining power on the part of the two parties. 
We do not have that equality because the fundamental disparity is 
in military po·wer today. Therefore these forces n1ust be built up 
with a provision, of course, that they will be reduced when and if 
the Soviet forces are withdrawn from the countries they now occupy. 

Ho·wever, to leave it at that would leave the campaign of Com1nunist 
imperialism successful in eastern Europe and in Manchuria, vhcre I 
witnessed the taking over from the Russian Army of power by the 
Communist Chinese Army. To do that would be to leave this pat
tern in existence. That is not satisfactory. America's frontiers of 
security now extend to China and extend to eastern Europe. 

As long as we leave these satellite belts as they are, with no compen
sating belt on our own part, we will be in the position of weakness, 
even if the two armies, Soviet and American, are withdrawn. 

Therefore, there must be a program of permanent American bases 
overseas, as permanent as these Communist governments in eastern 
Europe and in China. This is what is called an invidious balance-of
power policy, but to accept anything less is to accept the continuation 
of this unrecognized defeat from which we now suffer. 

As for rebuilding Europe, I believe that this should be left to direct 
investment on the part of American capital. I believe that the normal 
conditions of investment capital should be observed. I do not believe 
in asking the American people, through their Governn1ent, because 
it is impossible to examine these things equitably, on a sound basis, 
to make any such investment through the legislatures. 

Therefore, let me say, sir, that the fundamental overlying policy 
of this new program would be an aim to correct our strategic defeat 
in the war, and then to subsume below that an economic program of 
aid . . 

Mr. JARMAN. You spoke of an American investment. Is there 
much prospect of American investment in Europe now? 

Mr. WELLER. As long as we give it away it will never be borrowed. 
Do I answer your question? 
Mr. JARMAN. You answered it as far as the European countries are 

concerned, but what I had in mind, is tb American businessman 
willing to invest? 
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Mr. WELLER. I should think so. The real test of the program is to 
ask an American businessman about this. What will he say? He will 
say, "I do not wish to invest unlrss tills military disadvantage of 
communism is corrected." Naturally, he does not want to lose his 
investment. 

If you begin by correcting that you will create the normal condition 
of military security which is necessary. 

Mr. JARMAN. You think that these bases you recommend will 
correct that? 

Mr. WELLER. Yes, sir. You will remember that I said as well that 
there should be a building up of American power in Germany and 
Trieste, in the Far East, to correct the present military inferiority. 

Let me say, concerning the basis, perhaps the net effect would be to 
restore multiparty government in Europe. We do not know that these 
satellite governments will last forever; they have come in largely 
because of the retreat of American foreign policy. They may not last 
forever. If democratic and parliamentary government should be 
restored in Europe, if the present control by the Comintern through 
the Chinese Communist Party of 1lanchuria, the wealthiest part of 
China, should be corrected, and the Communi t Party would return 
to a minor place among the parties, then these bases would have 
served their purpose, could be dismantled and withdrawn. They are 
the answer only to the present conditions. If they correct the condi
tion, the bases could be dismantled. 

Mr. JARMAN. What progress has communism made toward the 
domination of new part of Europe since the passage of the Greek
Turkish bill? 

1\fr. WELLER. From the oviet point of view, this is a period of 
consolidation. vVe are liable to see few advances now in term of 
taking over new territory. What the Soviet have accompli h d i , 
they are managing to milk us of the millions of dollars with a force not 
even supported by them to any very great extent, of 15,000 guerilla . 
I was in Thrace covering this fighting in eptember. Fifteen thousand 
guerillas in Greece are forcing us to support an army of 150,000 
Greeks, a permanent distortion in the military sense of the Greek 
economy. 

This policy, transposed as it will be eventually, to Gern1any, when 
the prepared Soviet Army moves in, will continue to can thi ndl ss 
leakage on our part. At the same time, besides milkin()' u by thi 
very successful policy, they are carrying on a campaign of "p ace," 
which means that they are busy consolidating their positi n, limina
ting the opposition, in all the countries betwe n Poland and in Bul
garia, and in consolidating their position in China. 

Now, the reason for the "peace" offensive is a sort of moral dis
armament of us. The moment, of course, is not at hand for taking 
over new territories at all. Although I have had no time to tra the 
process of taking over each of these ast rn European countri , I 
pointed out to you that none of them were tal~en ov r without th 
Soviet Army being pr sent. That happens in all cas s. 

Take Poland and Czechoslovakia, for exampl . 
You might say that these are not occupi d ountrie , but th y ar 

in a true sense, because they li b tw·cen t\vo gr at oviot for c . By 
our consent to the peace treaties tb re ar oviet fore in liuncrnry 
and there are Soviet force in Rumania. 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1119 

Now, the role of these Soviet forces is explained in Lenin's pamphlet 
on Reformism and the tactics of taking over a government. This 
means that the Soviet Army is there and is what Lenin calls the 
"army of reserve." It is the army that determines that the revolu
tion never goes backward. It may not push it forward rapidly, but 
it keeps it going slowly in the same direction. 

For an example of that, look at Poland today. They have knocked 
out one by one all the parties. They have brought now the Peasant 
Party into the Government, and now they are ·working on the Church. 
It is a campaign, as a soldier would say, of reduction in little. 

Mr. JoNKMAN. 11r. Chiperfield, have you a question? 
Mr. CHIPERFIELD. Mr. Weller, I regret I did not hear the first part 

of your statement. _ 
I fully realize that the l\farshall plan is directed mainly to the 

assistance and rehabilitation of western Europe. However, as you 
know there have been requests sent up to the Congress for additional 
aid to China. Now, does it make sense to you that we follow a policy 
in China which has permitted Russia to go into 1-tfanchuria and into 
ICorea and strip those countries of billions of dollars ·worth of assets? 
I think the foreign correspondent for the New York Times in his 
book, Reconquest, estimated that the Russians had taken out of 
l\Ianchuria something like si."'\" billion or seven billion dollars. 

Now, does it make sense that we permit a policy like that to be 
followed, and then spend a few billions trying to replace what we 
have allowed to be taken out of those countries? 

l\1r. WELLER. Indeed, Mr. Chiperfield, of course it does not. I 
was in Manchuria myself and was taken into custody by the Chinese 
Communists when Changchun fell and witnessed the entire procedure 
of taking over. It is completely misunderstood by the American 
public. 

It would take some time to explain to you the treaty ramifications 
and the clever way the Soviets beat us and beat us sham fully there. 

l\1r. CHIPERFIELD. Mr. \¥ eller, did not this really happen in a 
sense: The Big Three just put a gun to China's head and said, "Go 
over to Russia and accept the terms we have agreed on"? 

l\1r. vVELLER. yes, sir; and, if I may be allowed to add to th foreign 
program that the gentleman from Alabama asked me about, I would 
say that another plank in that program should be the submission to 
the American Congress of the executive agreements of Tehran and 
Yalta to find whether it is really the sense of the American p ople that 
these should be upheld. In the case of Yalta, ladies and gentlem n, 
this wa one of the worst defeats we have ever received- far greater 
than a defeat costing us 100,000 men. 

May I have time to explain that, sir? 
l\Ir. ,JoNKMAN. Yes. 
11r. WELLER. If you will look at the Treaty of Yalta, you will ee 

\vhat we actually won \Vas the Japanese-Russian \Va.r. \V e won ha ·k 
for a power that had never fought in the Pacific all it had lost in a 
previous war. \,Y e fought 4 yrars to cross Uw Paeific, and then \Ve 

returned to Russia all she had lost to the tTapane e. 
Mr. CHIPERFIELD. Mr. Weller, we returned to Ru ia what she 

lost in 1904; is that correct? 
Mr. WELLER. Precisely, sir. Then w w nt furth r than thn,t. 

Take the case of the l{urile Islands. Our naval air arm bombed tho 
69082-48- 71 
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islands repeatedly throughout the war. No Navy man or anyone 
who saw the communiques failed to realize that the Kuriles meant 
something to us. We paid American lives to strike them. What did 
we do with the Kuriles at Yalta? We gave them to Russia. We 
gave to Russia an island group in population alone, ladies and gentle
men, greater than the whole of the Pacific Islands which we have taken 
only under mandate. 

Why did we do that? It is because of the deceptive map like this 
(pointing to mercatoria! map on wall)? 

Here are the Kuriles up here. They look very remote from the 
United States, way up in the corner there. Down here is Saipan and 
here is Guam, which we are making our advance base. Does it not 
look as though these are more important to us than the Kuriles? 
But the map is deceptive, ladies and gentlemen. The base that we 
have bombed here in the Kuriles is actually 1,000 miles or more east of 
Guam. 

Now, if you told the American people that they had given away at 
Yalta a base 1,000 miles nearer the United States than Guam, a base 
that is between Guam and Honolulu you can imagine the howl that 
would come up. Yet, that is precisely what we have done through 
lack of understanding of strategy. You can fly from this base we gave 
Russia to our coast in 4 hours less than you can to Guam, and it is 
not as though we did not understand what this was about, because 
when the Japanese fleet attacked us at Pearl Harbor they were up 
in these very fog-bound islands up here. That was where they hid 
themselves before they made this strike, down through the fogs and 
mists here on Pearl Harbor, and remained concealed. 

We have a double demonstration, first, by Pearl Harbor, itself, and 
then by having continually to bomb this place of the importance of 
this group of islands. Yet we gave them away. 

Mr. 0HIPERFIELD. Mr. Weller, you will recall that we were told 
there were no secret agreements at Yalta. 

Mr. WELLER. Yes, sir; but we must be perhaps a little charitable. 
Even the Secretary of State at that time, Mr. Byrnes, confessed that 
he was in ignorance of what occurred there, even though he was th re 
personally. That is with reference to the Kurile Islands. 

Mr. 0HIPERFIELD. You were in Manchuria and you haves en how 
the Russians had taken over title to the large industries in that 
country. You know that there is a great potential wealth so far as 
agriculture is concerned. You know the transportation syst ms that 
are dominated by Russia, and why? Because Russia fought 6 days 
in that war. 

If you will tell the committee what is happening in Manchuria, o 
far as industry is concerned and its relation with the Russian , we will 
appreciate it. 

Mr. WELLER. I think the country is entirely stripped. Vv could 
not believe this had happened before we went in. W did not beli v 
that an Allied country could be so stripped by the Russian , and I 
treated the Chinese Nationalist stories with a great deal of ·aution 
because I was afraid they might be propaganda, but th y w r facts. 

Mr. 0HIPERFIELD. Was the same thing true of l{orea? 
Mr. WELLER. I tried to go with l\1r. Pauley north through the lines 

into northern Korea, but could not, so I a1n in no position to say. 
However, the facts gathered by both l\t1r. Pauley and by our 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAJ\1 1121 

American Army, with abundant material from refugees from northern 
Korea, shows it has been stripped as well. 

I would like to make one more point about this Russian thing, 
which is not generally understood, one of the exquisite ironies of our 
duping in this Yalta thing: Can anyone imagine anything more 
beautiful than that the country which is by dogma anti-imperialist, 
the Soviet Union, should use a country which it represents as imperial
ist, the United States, to achieve its own objectives in regaining its 
own empire? Can a more beautiful political irony than that be 
imagined? 

Furthermore, can it be imagined that any irony could exceed the 
fact that Britain herself withdrew from this area? Mr. Churchill 
refused to identify himself with this agreement. Only our President 
agreed to Soviet advantages from China. Finally, the last and most 
exquisite irony to me, throughout the war we were devoted to the 
principle of breaking down the ports in China which has been under 
foreign domination. We were anti-imperialist. We induced the 
French to give up ports, we gave up our extraterritorial rights in 
Shanghai, we induced the British to give up most of theirs, except for 
Hongkong, which they do not classify as an extraterritorial, and all 
this in the name of freeing China. Then, what did we create? A new 
system of treaty ports, given to the Soviet Union, Dairen and Port 
Arthur. We stripped down all imperialism and presented to the 
Soviet Union with legitimate title, with our signature on it, a new 
system of Russian treaty ports. 

Does that make sense? 
Mr. CHIPERFIELD. We hope, if \Ve are lucky, to get equal rights in 

those ports with Russia? 
Mr. WELLER. I am afraid I do not share that feeling, Mr. Chiperfield. 
Mr. JAVITS. Mr. Chairman, I was not here, I am sorry to say, 

when the gentleman testified. I have no questions. 
Acting Chairman JoNKMAN. Are there any further questions? 
Mr. CHIPERFIELD. I have some further questions. 
Do you think dollars will save the world fro1n communism? 
Mr. WELLER. Dollars, if applied to strategic purposes, sir, may do so. 
Mr. CHIPERFIELD. Suppose under this Marshall plan you ·were able 

to bring about recovery in western Europe to prewar or even a higher 
standard than prewar. If we allow these governments to peg 
prices, keep .up trade barriers, and not standardize their curr ncies, 
and make it possible for international exchange so that imports and 
exports will flow-normally, there can be no true recovery, can thor ? 

Mr. WELLER. There cannot, sir. Europe is devoted to the principle 
of cartels. 

Mr. CHIPERFIELD. You can build up these countries to an economic 
standard but unless you correct some of these ills thn.t arc preventing 
the flow of goods, and so on, it is just like giving blood transfusions 
to a patient without finding tho cause of the hemorrhage; is that not 
correct? 

Mr. WELLER. Precisely. First, the strategic uncertainty rnust be 
cor. ected. Second, these change must be rnado as they have b n 
made in some degree by the European nations, voluntn.rily on th ir 
own initiative, and not as an article of import by tho United tat s. 

Mr. CHIPERFII~LD. That is all. 
Acting Chairn1an JoNKMAN. Ar there any further questions? 
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Mr. JARMAN. The cause of this trouble in Europe is well known, is 
it not? Did not the war cause the present situation in Europe, largely? 

Mr. WELLER. Did the war cause the present situation? 
:Nfr. JARMAN. I was just following up the question of 1fr. Chiperfield 

regarding transfusions. 
Mr. WELLER. The gentleman's question was a condition contrary 

to the fact. By that I mean, I said, " uppose" this recovery were 
to occur. This recovery will not occur in this form and I find myself 
unable to discuss a recovery which I deny will take place. 

Mr. JARMAN. However, I say the main trouble in Europe today 
results from perhaps both "\Vorld Wars, but especially the last one? 

:Nfr. WELLER. Yes, sir; they are the same war. 
Mr. JARMAN. Largely that is it, is it not? 
1-tlr. WELLER. The latter war is the more painful; yes, sir. 
l\fr. JARMAN. Thank you. 
Acting Chairman JoNKMAN. Thank you very much, Mr. Weller for 

coming h~re. We have found your views helpful, and we appreciate 
your coming. 

1-tfr. WELLER. Thank you, sir, for your courtesy. 
Acting Chairman JoNKMAN. Our next witness is ~frs. J. L. Blair 

Buck, who appears as president of the General Federation of Women's 
Clubs. 

STATEMENT OF MRS. J. L. BLAIR BUCK, PRESIDENT, GENERAL 
FEDERATION OF WOMEN'S CLUBS 

1Ir . BucK. I appear before your committee today as the president 
of the General Federation of Women's Clubs, a national organization 
of some 3,000,000 women who have officially xpressed their approval 
of the Marshall plan for European recovery. I come to plead for 
prompt enactment of an aid to Europe program along the lin s out
lined by President Truman, Secretary of State Marshall, and H. 
R. 4840. 

The General Federation of Women's Clubs has had as a first interest 
the building and n1aintenance of peace in the wordl. W hav 
supported fforts to promote international cooperation in p litital, 
economic, and social fields through advocacy of the nited ration 
and such specialized agencies as F AO, IRO, U E 0, and thP pro
pos d World Health and International Trade Organizati ns. \Ye 
believe that the cause of peace will be advanc d by th Europ an 
recovery program which seeks to h lp the nations of we tPrn Europe 
rebuild their shattered economi s. Stable econon1ic conditions ar n, 
prerequisite to the restoration of strong, democratic gov rnn1ent in 
this important area. Such governments will bulwark pcac ). 

We further believe that the European recovery program is vital 
to the welfare and s curity of the United Stat . If \VC t0rn Europ , 
the traditional bastion of free institutions aero s th s as, i f rc d 
through economic e)rigencics to ace pt totalitarian government the 
position of this country will be precarious jude d. We ·annot a1l'ord 
not to aid the 16 nations which have nt r d into a coop rative v )ntur 
with us to restore th ir economics so that they can r main fr e, 
independent, and capable of resisting any pressure which may be 
brought against them. The risk involved for u in und rtai~ing a 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST- WAR RECOVERY PROGRAM 1123 

European recovery program is small comparad to the risk we run 
should we refuse to do so. 

It would be presumptuous for me, a layman, to attempt to discuss 
the details of so vast and complex a program. I do, however, feel 
justified in emphasizing the importance of not jeopardizing its chances 
for success by undue delay, by curtailment, or by the imposition of 
conditions which would place too heavy a burden on the recipient 
countries, or be distastful to them as sovereign nations. 

Failure to make aid available by April 1, when it is estimated the 
interim-aid funds will be exhausted, will be a step backward in the 
hard road we are traveling. Therefore, I hope the Congress will act 
as quickly as possible in authorizing the long-range program. 

Reduction in the amount of the aid recommended might seriously 
cripple the effectiYeness of the program. I am willing to accept the 
word of Secretary 1\tfarshall, based largely on the Harriman committee 
report, that 6.8 billion dollars is the minimum necessary to launch a 
real recovery job. This figure was arrived at after months of pains
taking analysis of the needs of the cooperating nations. 

I note that the only really expert testimony from outside the execu
tive branch-that of Mr. McCoy of the International Bank-supports 
this minimum requirement as a "tight fit." In the long run, inade
quate aid will be a disadvantage to the United States which seeks as 
the return on its investment the recovery of western Europe. Con
tinuation of mere relief-all that could be expected from reduced 
appropriations-is a costly, endless, and uneconomic course to follow. 
Besides food and fuel for the immediate emergency, machinery and 
tools and transport are needed to bring Europe to productive self
support, and funds must be provided in advanee for placement of 
orders for such equipment. 

It also seems important to n1e that the terms of the aid be kept 
sufficiently flexible so that grants can be made to tho e nation whose 
economies will be further strained by the neres ity of paying off a huge 
foreign debt. Ability to pay should be the basic consideration in 
determining the nature of the aid to be rendered. What we hould 
seek is a self-supporting Europe, not one paralyzed by debt. 

In addition to humanitariani m, a main purpo e of the European 
recovery program is to help rebuild strong, democratic govcrnmpnts 
in western Europe. The United States should be very careful not 
to undermine the strength oi these governments by interfPring in 
their internal affairs. We must constantly bear in mind tha.t the 
nations we seek to help have a great tradition of freedom similnr to 
our own. They are sensitive and proud as we would be und r rever ed 
circumstances. The program will succeed only if it i~ bas don mutual 
respect and cooperation. 

As regards the administration of the program, tlw suggC'stions con
tained in the Brookings Institution report appear to fulfill the rC'quire
n1ents of sound business administration and, at the sa1ne time, provide 
for the proper relationship between the President and his Secretary 
of State and the Administrator. 

Mr. Chairman, the European recovery progrmn outlined by ecr -
tary Marshall fulfills the broad essential of a con tru tivr aid progrmn. 
The importance of its speedy enactment, in view of tlw pr sent world 
situation, outshadows all other consid rations. The future peac of 
the world may well depend upon it. 
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Acting Chairman J ONKMAN. Thank you. 
Merely to clarify the record, are you speaking for yourself, or are 

you speaking for the General Federation of Women's Clubs? 
Mrs. Bucrc I speak for the General Federation of Women's Clubs. 

I speak on the basis of resolutions adopted by the whole federation. 
The federation at its annual convention adopted a resolution definitely 
in support of the Marshall plan, or the European recovery program. 

Acting Chairman J ONKMAN. Thank you. 
Mr. Jarman, have you any questions? 
Mr. JARMAN. I have just one question, Mr. Chairman. 
Mrs. Buck, yesterday we had a lady witness, in fact three lady 

witnesses, and their general testimony coincided very closely with 
yours. 

The expression of the opinion of their organizations by their respec
tive representatives was practically the same as that of your organiza
tion. When one of them finished I made the statement to her that 
I did not think I could possible more thoroughly agree with her 
position, and the same applies to you. 

I added, to Mrs. Bolton, who was one of our distinguished lady 
members who was present at the time, that I thought we had better 
bring more lady witnesses here, and I am glad you came along today. 

I told her this, that if I was right in my opinion of this thing, this 
testimony indicated that the ladies of the United States were very 
far ahead of the people in general, and of the Congress in their thinking 
on this subject, and I am just repeating what I said yesterday. 

Mrs. BucK. We appreciate hearing that very much. 
Mr. JARMAN. Thank you very much for your testimony. 
Acting Chairman JON KMAN. Mr. Chiperfield. 
Mr. CHIPERFIELD. From your statement I would understand that 

your organization is in full agreement with the foreign policy as now 
carried out by President Truman? 

Mrs. BucK. We stand firmly behind the Marshall plan. That is 
the extent of my statement right now. 

Mr. CHIPERFIELD. You have also indicated that you are, of course, 
behind the United Nations and the F AO? 

Mrs. BucK. We are strongly behind the United Nations. 
Mr. CHIPERFIELD. Have you any disagreement with the polici s of 

our President, or our former President, over the last 10 year ? 
Mrs. BucK. Personally, I have. 
Mr. CHTPERFIELD. How about your organization? 
Mrs. BucK. The organization does not take a political stand under 

any circumstances. We have definitely been in favor, for instance, 
of the Voice of America Program. We have taken a stand on that. 
We have taken stands on certain programs of that sort, but a far as 
a whole general policy is concerned, no. 

Mr. CHIPERFIELD. Have you been against any administration 
foreign policy? 

Mrs. BucK. I think our resolutions are drawn in a po itivo form, 
always. 

Mr. CHIPERFIELD. I do not criticize you at all, but I just wonder d 
if your organization had gone along all the way with th program as 
out lined for our foreign policy. 

Mrs. BucK. I would not be sure, but whenever we mak a r olu .. 
tion it has been a positive one. We do have groat argum nts. 
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Perhaps you realize the fact that so far as the displaced persons 
were concerned last spring, we, in our convention, reversed our 
decision, so it is on thinking we are doing this, and on information. 

Mr. CHIPERFIELD. I appreciate jt, and I am very happy you made 
your statement. Thank you very much. 

Acting Chairman JoNKMAN. Mrs. Douglas. 
Mrs. DouGLAS. We are very happy to have you with us today, 

Mrs. Buck. 
May I compliment the federation on the very fine statement that 

you made. 
I take it, that you would not be in agreement, nor would the federa

tion be in agreement, with Mr. Weller's new foreign policy. 
Mrs. BucK. I am sorry, I came in a little late and did not hear 

what he said. I heard him on Manchuria, and I was very much 
interested. I did not hear the first part of his statement, and I am 
sorry. 

Mrs. DouGLAS. I have no questions, but I am not surprised to 
find that women are on the right side. They generally are. 

Acting Chairman JoNKMAN. Mr. Javits? 
Mr. JAVITS. It has been said in a discussion on this program, that 

it may, and will, perhaps, include some sacrifices on the American 
people. For example, we may have to pay more tax money. We 
may have to increase our national debt. We may have to be some
what restricted in various types of food. Those things may not have 
happened yet but perhaps they will happen. 

Now, what do you think about the American housewife, do you 
think she is willing to undertake a certain amount of sacrifice in order 
to see this program go through; does she really feel that keenly about 
•t? 1 . 

Mrs. BucK. I think so. I think, of course, it is a question of 
education. We are trying to educate the housewife so that she will 
understand the needs, and if she understands there will be no question 
about her response. We are quite sure of that. 

Mr. JAVITS. Do you think there is any limit to the response of the 
housewife if she believes what she is doing is contributing to world 
peace? 

Mrs. BucK. I think what she is doing is trying to prevent her 
grandson from having to go to war. 

Mr. J A VITS. Do you feel the American housewife would be willing 
to make really great sacrifices if she felt sincerely that what she was 
doing was contributing to the maintenance of the peace? 

Mrs. BucK. I think she would make very real sacrifices. he did 
it during the war, and if she knows the purpose of these sacrifices, and 
if she feels they are being carried out in a way that will really build 
peace, she will be willing to make them. 

Mr. JAVITS. I may say I am not a devotee of that school of thought 
that people wHl make sacrifices if asked. I do not think any sacrifices 
should be made without keen, able, and hard-headed adn1inistration. 

I believe you may depend on this committee to see that no ne is 
called upon for sacrifices not absolutely essential for the main pur
pose. I did feel we would be helped by your views on your subject. 

Mrs. BucK. I am very sure that the housewife, as far as she under
stands the needs, will be strongly behind any move for peace, even 
though it does require sacrifice, I a1n sure of it. 
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Acting Chairman JoNKMAN. Are there any further questions? 
Mrs. Buck, we are very glad to have your statement. We appre

ciate your coming here. You have been very helpful. 
Mrs. BucK. Thank you very much. 
Acting Chairman JoNKMAN. Our next witness is Mr. Robert P. 

Koenig, president of the Ayrshire Collieries Corp., Indianapolis, Ind. 

STATEMENT OF ROBERT P. KOENIG, PRESIDENT, AYRSHIRE 
COLLIERIES CORP., INDIANAPOLIS 

Mr. KoENIG. 1\!Ir. Chairman and members of the Foreign Affairs 
Committee, my nan1e is Robert P. Koenig. I live in Indianapoli , 
Ind., where I am president of Ayrshire Collieries Corp., a producer of 
bituminous coal. 

I -vvas a member of the President's Committee on }1 oreign Affairs, 
frequently called the Harriman committee. I am not appearing 
before you in that capacity as the committee concluded its work on 
November 7, 194 7, when it submitted to the President its report, 
which has been made available to you. I subscribe to the findings 
and recommendations made by this committee. However, I pref r 
to consider myself here as a private citizen with a certain specialized 
knowledge of the coal industry both at home and abroad. 

There is no need for me to take your time in summarizing the 
Harriman report or repeating what has already been presented to 
you by others who concur in its recommendations. I would like to 
impress upon you, if I may, the importance of minerals and mineral 
resources in the economy of -vvestern Europe. 

A large percentage of the world consumption of minerals is concen
trated in western Europe. vVith a few exceptions, notably coal, th re 
is no similar concentration of production. The area is dependent to 
varying degree on imports of most minerals essential to a modern 
industrial economy. Of the major minerals only coal, iron or , 
bau.."'{ite-the ore of aluminum-and mercury were produced in 
quantity equal or greater than demand. 

The regaining of the ability to produce and transport to destination 
mineral commodities in former quantities-and probably in even 
greater than prewar quantities-is essential to the economic recovery 
of Europe. But, in pursuing this course we run into the dilemma, th . 
principal obstacle to industrial rehabilitation is the break-down of 
the general economic system. In other words, recovery of the mineral 
industries must be preceded by the restoration of some measure of 
economic stability, and economic recovery is dependent on th 
ability of the mineral industries to produce. The necessity and 
advisability of outside assistance is evident. Despite this, the 
European nations have made appreciable effort toward econon1ic 
rehabilitation. · 

In the past few months some significant progress has be n made in 
western European coal production, notably in England and westrrn 
Germany. The 5-day workweek in the British mines which was 
initiated in May 1947 was shelved, probably only temporarily, last 
fall. This in conjunction with a somewhat higher output p r man 
shift resulted in a real increase in coal production. The mild Europ an 
winter weather has helped by keeping down consumption so that now 
the United Kingdom is against exporting coal in quantities which 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 1127 

though small by prewar standards are hoped to be harbingers of 
greater future tonnages. 

Production in the Ruhr has also increased, principally on account of 
certain incentives in food and consu1ner goods offered to the miners. 
These are significant and hopeful signs. 

Pending such time that ·western Europe will again become self
sufficient in coal production, it must look to the United States as one 
of the principal suppliers of the deficit. I do not need to tell you that 
the reserves of coal in this country, the productive capacity of the 
mines, and the manpower, are not only sufficient to produce the coal 
needed by the United States and Canada but can also make available 
enough coal to cover the European deficit. At tim s transportation 
facilities for coal have been tight, but this situation is improving, 
though slowly as yet. American coal can materially assist the recovery 
of Europe without undue strain on either the coal-producing or con
suming industries of the United States. 

Acting Chairman JoNKMAN. Mr. Jarman. 
1-fr. JARMAN. To refresh my memory on the size of the Harriman 

committee, how many members were there? 
11r. KoENIG. There were 19 members chosen from the public and 

the chairman, Mr. Harriman, himself, made a total of 20. 
11r. JARMAN. How long did that committee function? 
~1r. KoENIG. That committee was organized on June 23, and 'vas 

in session here in Washington about five times, each time for 2 days. 
It concluded its work on November 7, as I have stated. 

However, many of the members of that committee \Vere members 
of the subcommittees that had to do with certain phases of the prob
lems that were being investigated, and they met frequently and did 
much work by correspondence, telephone, and interviewing people in 
industry, Government, labor. and so on. 

I should say in general probably the members of that committee 
spent about 1 month apiece on the work, during the period of June 
to November. I think on that, it would be a cons rvative estin1ate. 

Mr. JARMAN. And the membership of that committer, as I recall, 
was made up of responsible businessmen of the United States; is that 
riO'ht? 0

Mr. I{oENIG. Labor was represented on the committee, educational 
institutions, and business. There \Vere professional economists on the 
committee. It was a general representative cross-section, such as 
you could get with the total of 19 men. 

1\fr. JARMAN. I am not going to ask you a foolish qucsti n, and one 
that you might at the moment misunderstand. Instead, I am going 
to make a s ta temen t: 

All of the members of that eo1nn1ittcc were patrioti An1 rican citi
zens. I know that is true. I am not going to ask you whether that 
is true; I know it is. That coininittce report after an average f 1 
month's work by each mcn1brr, which was no dou ht a 1ninin1um esti
mate, is a good summation of th situation. As I recall tlwir func
tion, largrly it was to report on the availability of goods in this ountry 
to supply this program without destroying our oeonon1y. Is that 
generally the function? 

1\fr. l(oENIG. Our directive wa to n·port to tlH Pr<' idrnt what 
could be safely and wisely e .. ·portcd by this ·ountry to aid in th re
covery of Europ . 
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As the work of the committee progressed those terms of direction 
were generally broadened. We were asked to analyze and assess the 
requirements that were set out by the 16 European nations, the CEEC 
nations that met in the Paris Conference. We were also asked to 
comment on the possible effects of the European recovery program, 
matching up the availabilities with the requirements, on the economy 
of this country. 

As we progressed, the terms of direction were considerably broad
ened. 

Acting Chairman JoNKMAN. Did the Harriman committee confine 
itself in that consideration to the industrial matters of production? 
Did it cover, for instance, food production? 

11r. KoENIG. It covered food, finance, and the whole field, as much 
as it could within the limited time. 

Mr. JARMAN. I am very positive in my opinion that that group of 
19 patriotic citizens of this country would no more sell our country 
down the river nor make a report that ·would tend to do it than would 
19 Congressmen or 19 citizens of Washington, or anybody else. The 
reason for this line of questioning is that we had your report before 
we considered the interim aid program last fall, and yet the statem nt 
was repeatedly made, and irresponsibly, I think, on the floor of the 
House, that we had no information about supplies and availability, 
that we had taken no testimony. You heard the statement, "Here 
they come, with no indication that they have looked into this at all." 

I just wanted to get these things into the record, because no doubt 
that same question will come up again. 

Thank you very much, 11r. Koenig. 
Acting Chairman J ONKMAN. Mr. Chiper:field. 
Mr. CHIPERFIELD. What is your connection with the bituminous 

coal industry? 
l\1r. KoENIG. I am the president of the Ayrshire Collicric Corp., 

and a producer of coal in Indiana, and another company mining coal 
in Fulton County, Ill. 

l\1r. CHIPERFIELD. I am familiar with that, in my district, of course. 
Do you feel there is any shortage of coal in this country? 
11r. KoENIG. There have been export shortages, particularly in the 

last 3 weeks, which is the direct result of the inability of th railroads 
to deliver coal on account of cold weather w·e have had in the Ea t. 

l\1r. CHIPERFIELD. I had some complaints from coal dealer , for 
example, in Quincy, Ill., even early this fall, saying that because of the 
shipments east, and for export, that they would not be able to supply 
their own people, right in Illinois, in the heart of the coal fi ld, and 
I wondered about the situation. 

1\fr. KoENIG. We, and many of my colleagues in the coal industry, 
have heard cries of "wolf" like that ever since last sumn1cr and arly 
last fall. Never have 've been able, to my knowledge, to find a pr -
cise case where somebody has not gotten coal. He may not hav 
gotten the type of coal he was used to getting, fron1 th deal r he i 
accustomed to buying his coal fr01n, at the exact tim h want d it, 
but he was able to find coal. I think that applie to industry a w 11 
as to the domestic consumer. 

l\1r. CHIPERFIELD. Under this interim-aid program, which amounted 
to around $597,000,000, there was $184,000,000, if I re all orr tly, 
for coal. I also understood that 20 percent of that was to k p p ople 
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warm, and so on, but about 80 percent of it was to be used for indus
try. I have never been able to get it through my head why we should 
give, as a grant-in-aid, coal to private industry to manufacture 
something. 

Mr. KoENIG. Well, sir, the coal that goes to private industry also 
displaces and makes available coal for other uses, such as domestic 
heating, to keep people warm. On the other hand, much of the coal 
that goes to private industry, or that is used to manufacture goods, 
then goes into international trade and helps those countries at least 
partially to regain the balance of trade which they necessarily must 
have if they wish to live in a n1odern industrial society. 

Mr. JARMAN. Will the gentleman yield, briefly? 
Mr. CHIPERFIELD. Surely. 
Mr. JARMAN. As they regain that balance of payment they are 

reducing their obligation on us? 
Mr. KoENIG. They are reducing their requirements, yes. 
Nir. CHIPERFIELD. When that is used up that requires more pro

duction some place else. Of course, I realize coal has been one of the 
tight things in western Europe. In the Ruhr areas I think it is the 
most important of any one item, but whether they are doing their 
part in the production of coal I do not know. 

1-tir. KoENIG. If one considers the Ruhr, there is a very complicated 
situation over there. I have been in the Ruhr several times in the 
last few years, and that is a very difficult and complex matter, which 
I do not believe can be discussed here today. 

Mr. CHIPERFIELD. For example, I was in Belgium and so was 1-fr. 
Jarman. We asked them about producing the coal. The Belgians 
told us they do not dig coal themselves. 

lvfr. KoENIG. Belgium is producing about 85 percent of her pre
war tonnage right now. In 1938 they produced about 30,000,000 
metric tons of coal and last year it was about 26,000,000. I do not 
have the figures here, but that is the general order of magnitude. 

1-Ir. CHIPERFIELD. You have gone into availabilities of coal in this 
country? 

1-Ir. KoENIG. Yes, sir. 
11r. CHIPERFIELD. Do you know how much of the $6,800,000,000 

is for coal? 
~Ir. l(oENIG. Yes, sir. 
11r. CHIPERFIELD. Do you think we can afford to furnish that? 
l'vir. l(oENIG. Yes, sir. 
Acting Chairman JoNKMAN. Mrs. Douglas? 
lvfrs. DouGLAS. What are our coal reserves? 
11r. l(oENIG. 11rs. Douglas, that is a very complicated question to 

answer. The United States Bureau of Mines made an e timate 
about 20 years ago that there were probably reserves sufficient for 
2,000 years. Since that study we know that many of th r serves 
that were included by the Bureau of Mines at that tin1e do not xist, 
and that many seams that do exist would be uneconorni to mine 
under any forseeable economic conditions. Th y arc cith r too shal
low or too deep. 

It is also the feeling of the people in th Burpau of Mines at the 
present time that the reserves ar \ considerably less than the 2,000-
year figure set out 20 years ago. 

The Bureau of Mines is int rested in r assessing thes reserves of 
coal. 
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Mrs. DouGLAS. Do they have any idea what the estimate will be? 
Mr. KoENIG. I doubt if I am in a position to speak for the Bureau of 

Mines on that matter. I have discussed it with them, and with many 
of my friends over there, as to how to go about reassessing these re
serves, what terms of reference, and what definitions should be set out, 
·what should be included in reserves, and what should be excluded. 

Mrs. DouGLAS. You would say that the exports of coal contem
plated under the proposed · Marshall plan would not exhaust our 
reserves? 

Mr. KoENIG. Mrs. Douglas, they are statistically insignificant. 
Mrs. DouGLAS. In other words, they would be in no way a strain 

on our coal reserves? 
Mr. KoENIG. That is right. 
Mrs. DouGLAS. You said there were only spot shortages of coal 

around the country, and they were not caused by· a shortage of coal 
but caused by a failure to deliver coal. Was failure to deliver coal 
due to poor transportation facilities? 

Mr. KoENIG. Poor transportation facilities, and an inadequate 
number of coal cars on the railroads, and due to the impact of this long 
cold spell we have had on the normal delivery and turn-around of coal 
cars. 

~irs. DouGLAS. Are we short of coal cars to meet the supply of coal 
needed in America today? 

Mr. KoENIG. Yes. 
Mrs. DouGLAS. Are we short of coal cars as a result of shortages in 

steel? 
Mr. RoENIG. That is a complicated question, but I think that is 

one of the facts. During the war the number of coal cars went down 
because more were used up, wasted and retired than were being built. 
It was not until October or November of last year that the production 
of coal cars exceeded the requirements of coal cars, and even now the 
level between retirement and new cars is just about even. There is 
no real increase in the total population of coal cars in this country 
going on at the present time. 

It is hoped that during this year there will be a measurable and 
significant increase in coal cars, as more steel becomes available, and 
as the coal car manufacturers turn out more of this type of equipment. 

Mrs. DouGLAS. In other words, the shortage of coal cars is du to 
the fact that our entire productive capacity was turned over for 4 or 5 
years to the production of war material? 

Mr. KoENIG. That is the principal factor, in my opinion. 
Mrs. DouGLAS. In other words, a Marshall plan is needed for our 

own country, except, of course, our need is less acute than in those 
countries that have physically felt the impact of war? 

Mr. KoENIG. That is right. 
Mrs. DouGLAS. The coal we contemplate exporting at this time, is 

it greater than that we exported before the war? 
Mr. KoENIG. Excluding Canada, the amount of coal shipped from 

the United States prior to the war was insignificant. It did n~t 
amount to more than several millions of tons a year at the best. Thts 
export of coal that has been taking place in the last 2 years is an 
unnatural phenomena in the American coal indus try. 

Mrs. DouGLAS. Because of conditions that now exist in Europe, 
resulting from the war? 
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Mr. KoENIG. Yes. 
Mrs. DouGLAS. I am perfectly sure that coal is going to be one of 

the major points of arguments on the floor, and that we will have 
wild accusations to the effect that we are going to run out of coal. 

Do we have to increase our production of coal greatly in order to 
fulfill the commitments indicated under the Marshall plan? 

Mr. KoENIG. Mrs. Douglas, the rate of production of coal during 
the latter part of 194 7 is sufficient to meet estimated internal demands 
of this country and Canadian needs of American coal, as well as the 
European deficits set out in the Harriman report and as set out by 
the other agencies who have made estimates of the European needs. 
We can neet it amply. 

Acting Chairman JoNKMAN. Mr. Javits. 
Mr. JA VITS. Mr. I{oenig, would you tell me whether you were in 

Great Britain, too, in the coal mines? 
Mr. KoENIG. Yes, sir. 
Mr. JAVITS. You have inspected them both? 
11r. KoENIG. Yes. 
11r. JA VITS. Let us take the Ruhr, first. Do you believe there is 

a potential for very much greater production than is: presently being 
taken out? 

Mr. KoENIG. In the Ruhr they are taking about 280,000 metric 
tons a day. The physical capacity of the 145 coal mines that are in 
operating condition now is about 400,000, and the amount of repair 
that has not been done at the mines during the last few years makes it 
possible that only 340,000 or 350,000 tons could be produced to be 
hauled away to destination. 

Mr. J A VITS. Let us discuss the mechanical functioning of those 
mines, aside from the labor. Can that be brought to a head quickly? 

Mr. KoENIG. I think it is a very tough job ·under existing conditions. 
Under any semblance of a normal economy it would be a relatively 
easy job. 

Mr. JA viTS. Do you consider it a tougher job than the rebuilding 
of the German heavy industries that are located in the same areas? 

Mr. KoENIG. It has not been physically damaged to that extent. 
11r. JAVITS. It is not as expensive? 
Mr. I{oENIG. No, it does not need as much steel, copper, and the 

like. 
Mr. JAVITS. The mines are capable of much greater exploitation, 

are they not? 
Mr. KoENIG. Yes, sir. 
Mr. JAVITS. Even with the existing type of machinery and the 

existing methods. In other words, you do not have to go in and 
completely redo these mines? 

Mr. KoENIG. They are modern mines by every standard. 
Mr. JAVITS. In England, is that statement true, or can you giv~ 

us the parallel answers in Great Britain? 
Mr. KoENIG. In Great Britain the mines as they are presently 

constituted have a physical capacity io produce in excess of the ton
nage presently coming out of those mines. 

In the year 1947 the British mines produced about 200,000,000 long 
tons of coal. Those mines are perfectly capable with the present 
equipment that is available, of producing 225,000,000 or 230,000,000 
tons of coal. A few odd pieces of machinery would have to be added. 
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In general, the shafts are there, the preparation plants, and so on and 
so forth. However, those mines in England, by and large, are old 
and antiquated, and obsolete mines. Therefore, to convert them into 
modern mines 'vhich could compete on a cost basis in the world coal 
market, is going to take a long time, and will take a lot of capital for 
the heavy equipment. It will be a complete conversion of the coal 
rmnes. 

Mr. JAVITS. Would it be economical to do that job, contrasted with 
imports of coal from the United States? I am now speaking only of 
the British mines. 

Mr. KoENIG. It is easier to fix the mines in Great Britain than to 
import coal. 

Mr. J A VITS. Either to Great Britain or to Europe? 
Mr. KoENIG. During the interim period, if the mines in Great 

Britain can satisfy the demands for coal in Europe. 
Mr. JAVITS. It is cheaper to rehabilitate the British mines than to 

ship coal continually from the United States to the European markets? 
Mr. KoENIG. Yes. 
Mr. J A VITS. That is certainly true in Europe? 
Mr. KoENIG. Yes, sir. 
Mr. JAVITS. It is a less expensive job, is it not? 
Mr. KoENIG. Yes, sir. 
11rs. DouGLAS. If we do help to modernize the British mines the 

coal is there to mine. 
Mr. KoENIG. That is right. It is not anticipated that there will be 

much direct assistance by the United States to modernize the British 
mines. They can make their own machinery over there, and are 
doing it now. There is no concept of shipping much American mining 
machinery over to Great Britain. 

11rs. DouGLAS. If the mines are modernized by the English, then, 
there is coal there to mine? 

Mr. KoENIG. There is about 500 years of coal at the present rate 
of production that is economically recoverable in Great Britain. 

Acting Chairman JoNKMAN. Would it be right to say that our pres
ent consumption in the United States is about 540,000,000 tons? 

Mr. KoENIG. That is right for bituminous coal. 
Acting Chairman JoNKMAN. Our production is in the neighborhood 

of 600,000,000? 
11r. KoENIG. It was 619,000,000 short tons last year. 
Acting Chairman JoNKMAN. And thrre is a shortage of all kinds of 

fuel-gas for heating, fuel oil, and coal? 
1vfr. KoENIG. I would not say there is a shortage of coal in the 

United States. Ev n during the month of N ovemb r visibl stocks 
increased 3,000,000 to 4,000,000 tons, right at the beginning of the 
winter. 

Acting Chairman JoNK. IAN. Are we perhaps shipping abroad in th 
neighborhood of 8 percent of our coal? 

Mr. l(oENIG. We were during the arly fall ancllat summ r of last 
year, but during the month of ,January our coal shipm nts w nt way 
down to a total of less than 3,000,000 tons, which would be l s than 
36,000,000 tons a year. It was probably at th rat of 40,000,000 
tons a yrar. That was not through the inability to mov th coal, 
but because of the turn-down of the European nations of coal allocated 
to them. 
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Acting Chairman JoNKMAN. It is true that to ship coal from the 
mines to ocean ports for Europe takes about four times the utility of 
coals cars that is taken to get it into the interior? 

Mr. KoENIG. That is a misconception. The average turn-around 
period for mines in the Appalachian district to tidewater is at present 
about 14 days, and sometimes less than that. The turn-around of 
the Nation as a whole of coal cars is in the same magnitude. Actually, 
the turn-around period to tidewater does not use more coal cars per 
ton of coal delivered than coal in general does. 

Acting Chairman JoNKMAN. Are there any further questions? 
Mr. JARMAN. I noticed you said you had a plant out in the district 

of the gentleman from Illinois. I just want to say that despite the 
impaired physical capacity of the gentleman, due to a fall on the ice, 
and although he gets mighty, cantankerous here sometimes and makes 
us want to sort of kick him out of the room-we never try to do it, 
though-your people out there have a very good Congressman, as 
they doubtless know. 

Mrs. DouGLAS. ~fr. Chairman, may I ask one question? 
Acting Chairman JoNKMAN. Yes. 
Mrs. DouGLAS. Will the percentage of coal in relation to the total 

production figure now be greater under the Marshall plan than it has 
been since the end of the war, or any time since the end of the war? 

Mr. KoENIG. No. Mrs. Douglas, if the coal that is statistically 
determinable as the deficit over there in Europe be shipped under the 
Marshall plan, from America, the percentage of that coal to the total 
coal production will not exceed the percentage of coal that was ex
ported out of this country during the months of July, August, and 
September. It would be of the same order of magnitude. 

11r.s DouGLAs. Thnak vou. 
Acting Chairman JoNKMAN. 11r. Koenig, we thank you very much 

for coming here. You have given us some light on a vital subject in 
this foreign aid policy. I am sure we are all grateful to you for having 
come here. 

Mr. KoENIG. Thank you, sir. 
Acting Chairman JoNKMAN. We will adjourn until 2 o'clock this 

afternoon. 
(\Vhereupon, at 12:05 p. m., the committee recessed until 2 p. m.) 

AFTERNOON SESSION 

Chairman EATON. The committee will come to order. 
We will ask Mr. Batt to proceed with his statement. 

STATEMENT OF WILLIAM L. BATT, PRESIDENT, 
SKF INDUSTRIES, INC. 

Please identify yourself for the record. 
l\Ir. BATT. I will say that I am a r ident of the tate f P nn yl

vania. I am a manufacturer in Philadelphia. I was in Wa hington 
with the War Production Board and its prede essors f r ovrr 6 years. 
I am on the United Nations Council for Philadelphia; chairman f 
the Philadelphia Committee for th Marshall Plan; a director of 
the Chamber of Commerce for Philadelphia; and during th war I 
was the American member of the ornbin d H.n.w l\In.t •rials Board, 
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and the Production and Resources Board· in those capacities I had 
a great deal to do with the Europ an c~untrics and, incidentally, 
with the workings of our own Government. I have been abroad four 
times in the last year and a quarter and, of course, very frequently 
during the war. 

I want to put before you and the committee, if I may, the point of 
view of these Philadelphia agencies, and then I add some of my own 
observations. 

The United Nations Council of Philadelphia, the Foreign Policy 
Association, and the League of Women Voters has held a number 
of neighborhood meetings throughout Philadelphia and the Phila
delphia area. In each of those, at the beginning of the meeting, 
they have taken a poll, \Vh re questions were asked, intended to bring 
out the sentin1ents of those present. I will admit that is a elective 
group of people, and a group rather well-informed on the que tions at 
issue. Those polls are fairly unanimous in most respects. Th y 
sho,ved what \vas to me an extraordinary degree of willingne s on the 
part of the American people to finance European aid, if neces ary, with 
no reduction in taxes. I must say I \vas surprised at the unanimity 
of that view. 

They are strongly opposed to the tying of political strings to aid to 
Europe. They are equally strong in their opinions that he in titu
tions in these countries aided should be democratic institution and 
tl:a t aid should not go to countries not providing ·such a democratic 
area. 

They are strongly of the opinion that goods furnished to these 
countries should be kept and used by those countries. They are 
strongly of the opinion that there ought to be every possible a tt mpt 
to get the currency basis of th se cotmtrie in as sound a position as 
possible. 

I would like to attach the details of those proposals to n1y tat -
ment if I may. 

(The information referred to appears on page 114 7.) 
Mr. BATT. The Marshall Plan Committee of Philad lphia, having 

som thing over 100 representative citizens of labor, th church
Catholic, Protestant, and Jew-and business have gon on fl' orcl 
unequivocably as favoring the aid to Europe, and adequate aid t 
Europe. In such a large group, it is impossible to get a n' olution 
that spells out great detail. However, the essential is clear that aid 
should be provided for Europe. 

I would like to refer to the resolution of the Philadelphia Cha1nbcr 
of Commerce. 

Chairman EATON. The resolution will be included in tho r cord at 
this point. 

(The resolution is as follows:) 
CHAMBER O.l!' CoMMERCE Ol'' PHILADELPHI \, 

Fcbrtult!J 2, 1 [).18. 

EuROPEAN REcovERY PROGRAM (11ARSHALL PL<\N) 

The executive committee of the Cbamb r of Commerce of Philad 'lphia. in a 
meeting held 11onday, February 2, 194 , gave its approval to r commendation' 
of the chamber's world Trade Council regarding thi ubj ct. The govcrnmcut 
policy committee of the council, in making it tudy, proceeded on th assumption 
that a European recovery program (ERP) would be adopt d and, th rcfor , con-
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fined itself to the consideration of practical steps designed to implement such an 
undertaking. The recommendations as approved are as follows: 

1. A small independent Government agency, headed by a practical bu ine -
man, well versed in world trade, should be estaiJlished to admiu.ister any European 
recovery program. An advbory committee, composed of heads of i11terested 
Government departments, representative husine smen, and public repre entatives 
should be created to advi e and con ult with the Administrator. 

2. Extension of aid by the United t3tates under ERP should be contingent upon 
the cooperation of the recipient nation in undertaking those important men.sures 
of economic unification and reform generall.)' accepted as es ential to recovery. 
These measures include currency stabilization, carrying with it the nece. sity for 
establishment of realistic rates of exchange in the ·e nations; reduction of trade 
barriers and manv others. 

3. Loans and grants should take the form of a line of credit available for pur
chases of predetern{ined quantities of goods and commodities, such purchases to 
be made through private trade channels, to the greatest extent possible. 

4. Goods sold by the recipient countries under grants-in-aid should be paid for 
in the local currency of each recipient country to the greatest extent po sible, such 
payments being deposited to the account of the Lnited ~tates in the central bank 
of the respective countries. Funds so deposited should be controlled by a bi
country committee in 'vhich the United States would have a majority representa
tion. 

5. Standards of honest and efficient performance should be set by the recipient 
countries, which are acceptable to the United States, and all initial loans or grants 
should be for a period of 1 year only with reservations as to later assistance con
tingent upon the maintenance of the defined standards. 

6. Supervision abroad: (a) A European continuing organization should be 
created at the core of which would be an international staff owing allegiance to 
no National Government and headed by a European director of recognized inde
pendence, courage and ability. The director and his staff would make initial 
recommendations with respect to programs and allocations based on a continuous 
evaluation of the performance of the participating governments in carrying out 
their undertakings and in making effective use of the aid furnished to them. The 
director could also serve to coordinate the efforts of the participating countrie 
and to supervise the use of funds and supplies granted under the program, acting 
through the established control authorities within the individual countries and 
subject to spot audits by representatives of the United States. 

(b) A new export control agency in the United States should not be created 
specifically for ERP. The method of foreign-government control, together with 
United States controlled audits already outlined, will accomplish the desired pur
poses without creation of an additional United States Government bureaurcacy 
under the guise of export control. 

(c) Resident United States Government control missions abroad establi bed 
for detailed supervision, except as provided for in 6 (a) above, are as undesirable 
as additional export controls in the United States. 

7. Wherever possible, procurement and distribution of goods under ERP 
should be made through existing private trade channels. 

8. General comments: (a) No assistance of any description should be extended 
to countries under unfriendly domination and all aid should be terminated immedi
ately in the instance of a recipient nation falling under unfriendly control. 

(b) Every effort should be made by the United States to assure that none of the 
relief passes away from the recipient nations into the hands of governments which 
are within an unfriendly sphere of influence. 

(c) Participation in an ERP by the United States should be devoid of accom
panying restrictive and other devices which would burden the people at home 
with a form of government approaching the totalitarian forms we desire to • ee 
headed off abroad. 

(d) The principle of export allocations on commodities in short domestic upply 
is accepted, but this should not be construed as an excuse for specific licensing of 
individual orders. 

(e) The idea of purchases with ERP funds by recipient nations in other coun
tries of items in short supply in the United States is h artily endorsed. uch a 
provision would relieve inflationary pre sure on the commoditie in short supply 
here and would foster United tates exports to countri sin this hemi pher . 

(f) It is accepted that shipping aid constitutes a nece::>sary part of any ERP, 
but no plan in this regard should be adopted which would ult.imat ly increase the 
competitive position of foreign merchant fleets to such a point as would result in ... 

69082-48-7? 

• 
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damage to the economic security of the United States merchant marine and to this 
country's national defense potential. 

(g) Unfriendly propaganda is being aimed at undermining the effectiveness of 
any ERP and it behooves the United States Government, therefore, to take the 
steps necessary to counteract such propaganda by familiarizing the peoples of the 
recipient nations to a greater extent of the intent of the program and keeping 
them informed as to its developments. 

(h) Confidence is expressed in the ability of private trade channels, at home 
and abroad, to accomplish the purpose of ERP, but it must be recognized that a 
program of such magnitude as this must invariably put some pressure on the 
United States price structure. Should it develop that the impact of ERP, com
bined with other forces, is too adversely affecting our price structure and thereby 
demanding Government action to relieve the situation, such Government action 
should then be confined to the most limited number of commodities possible to 
accomplish the required objective. 

Mr. BATT. This resolution proceeds from the assumption that an 
adequate program of aid will be provided by the Congress and merely 
discusses the types of administration. They prefer a small independent 
Government agency. I suppose it is natural they suggest that should 
be headed by a practical businessman, well versed in world trade. 
They recommend that funds which are received by this Government, 
the local currencies, should be deposited in the country of receipt and 
controlled by a bicountry committee in which the United States would 
have a majority representation. That seemed to me to be a point of 
some importance. 

They say that in their judgment resident United States Govern
ment control missions abroad, established for a detailed supervision, 
are as undesirable as additional and unnecessary export controls in the 
United States. 

I feel safe in saying to this committee that the people of Philadephia, 
as far as we can learn, are strongly convinced of the essential need for 
adequate aid to Europe. 

I want to talk a moment about kind of aid that is going to Europe 
that is of very considerable interest to me, as well as Mr. Charles 
Taft and Chester Davis. The three of us comprise a committ e s t 
up by the President and the State Department called the Committee 
on Voluntary Foreign Aid. The agencies in the United Stat s who 
are dealing with this problem may, if they wish, register with us, and 
various tangible results accrue to them. If they do so regi t r, goods 
in short supply will be certified by the Department or th Department 
of Commerce when approved by our committee, and the $5,000,000 
which you authorized as part of the interim-aid bill for transportati n 
for voluntary goods will only be made available upon c rtifi ation 
from our cor:n,mittee. 

I am interested in what is happening in this country with r gard to 
this "People's" Marshall plan. I want to thank the Hous for what 
it has done. There are, as far as we can learn, packages amounting 
to about 30,000,000 pounds a month going abroad. It looks a if the 
American people are sending abroad materials and private fund. at 
the rate of $500,000,000 a year today. It seems that v ry In an 
possible should be taken by this Congre s to ncourag that f r 'ign 
voluntary aid, because such h lp, which is different from rna s Gov{'l·n
ment aid, carries a sort of personal message from Am ricans to p oplc 
abroad that is so inspirational as to be compl tely above th valu in 
dollars. 

I want, 11r. Chairman, for our committee to take thi opportunity 
to thank the subcommittee of the House, 1fembers Fulton, Javits, 

• 
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and Pfeifer, for a very excellent study they made on this voluntary 
foreign aid. I would like to thank them for recognizing that while 
this aid is not so sufficient in terms of calories per dollar as mass 
Government aid, it has a heartening value to the people who receive 
it that cannot be put in terms of money. 

There is another significant thing about this voluntary foreign aiel 
that is not to be overlooked, and that is the place to which it is going. 
The countries either behind the iron curtain or close to it are receiving 
larger shares of our foreign aid than any other. \Vestern Germany, 
Poland, Czechoslovakia, and Italy in order of importance, are the 
recipients of this aid. 

As to the European recovery program, itself, there are, it seems to 
me, certain broad issues which have to be squarely faced. The first 
is that no plan can be successful until and unless the people of Europe 
make every effort to help themselves. The second, and equal of sig
nificance, I think, is that Europe must have the confidence and the 
inspiration which comes from the knowledge that the American people 
are squarely behind them to the extent that it is practicable for them 
to be; that they may know and that the calculations may take into 
account, that the American people are determined to see them back 
on their economic feet as quickly as possible, and on the assumption 
that they have done everything they can do to help themselves. 

The third, is that no one can judge today what the cost of this relief 
may be. One cannot be too sure of the items which may be needed, 
which might later on have serious effect on our own economy. Those 
conditions have to be carefully watched. 

On this other matter of helping Europe to help herself, I want to 
comment on this line: That is that American skills and technology 
can do so much to help Europe. We have, gentlemen, a production 
know-how and a purpose that cannot be found any place else in this 
world. This skill and knowledge of the American people has a 
value far and away above any other asset that we have. By and 
large, Europe does not have this for a variety of reasons. To the 
extent we know how to take that know-how over there we accomplish 
the purpose more quickly and diminish the need for help from here. 

I recall that 1 ton of fertilizer properly used means 15 tons of food. 
We know more about the production of fertilizers and the use of it 
and the production and use of agricultural machinery than anybody 
else in the world. It would be to our advantage as well as to the 
advantage of those we assist, to give that consideration. 

I am sure the French, for example, are extremely inefficient produ
cers of fertilizer and agricultural machinery. I have every reason to 
believe, that they would welcome the participation and the assistance 
of American firms in those fields. 

Now, American capital is timid. It is sometimes timid at home, 
and it certainly is timid about going abroad. I believe it to be in 
this country's interest, and a big contribution to this plan, that we 
encourage American capital to go abroad by taking the maximum 
:risk out of that enterprise. 

In 1940, when we came down here, in June, we saw an normous 
need for developing the defense facilities of the country. There were 
no public funds available. We came to this Congress and got an act 
on October 8, 1940, which greatly benefited the producer of goods 
certified by the Defense Commission to be of a kind to make a contri-
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bution to defense. Such producer could arrange amortization so it 
would be written off in 5 years, or at the end of the war, whichever was 
earlier, and the country got the benefit of an enormous expansion. 
There was some cost to the taxpayer, but the facilities were promptly 
produced and they belonged to private capital. 

I maintain that today, as in 1940, the world is confronted with an 
emergency. I propose three steps that could be taken: One, in the 
event of loss of capital value through nationalization or socialization, 
that this Government should reimburse the investor or participant in 
this foreign enterprise if there should be such losses. I will qualify 
the kinds of things that should be protected in just a minute. 

Seeonclly, where dividends are properly earned and paid in the 
foreign currencies, that this Government provide dollars at some 
proper fixed rate of exchange. 

Thirdly-this goes further, but not too far, I think-that for a 
reasonable period of development time, say, 5 or 10 years, those 
dividends should be tax-free here. After all, if they are not earned 
abroad they will not bring revenue to the United States. 

If we encourage a tractor manufacturer to go over to France and 
go into partnership with the French tractor manufacturer and France 
should nationalize, or in some other way take over this property, the 
American suffers a capital loss. In the first contingency, this Gov
ernment would reimburse him for that. Secondly, if he earned a 
dividend that is paid in francs, this country assures him there will be 
availability of dollars. He would have that tax free for a reasonable 
period of time. Only those industries which would be certified by 
the Administrator of the program as contributing to the recovery of 
the country in question would be involved. 

I think that would make an enormous contribution to help these 
people to help themselves. 

Through my many years of experience with European production 
I am satisfied that much more can be done to raise Europe's output 
by helping them with our know-how than by merely giving them 
dollars with which to buy equipment, which much of the time they 
will not be able to use most effectively. 

I want to make the point, which is not particularly relevant to 
anything I have said here, that the encouragement which will come to 
these people in Europe by the knowledge that the American people 
are trying to help them to something better than they ever had before 
is a worth-while encouragement. I believe most of the people in 
Europe-and many of those countries I know pretty well-will wel
come the feeling that the American people are trying to help them 
help themselves to get something better than they ev r had before. 

There ·will not be a chance to get that confidence if the help that 
comes from the United States is grudging; if only on a year-to-year 
basis with too many restrictions hanging around it. These are a proud 
people. After all, these countries are not standing on the corner with 
a tin cup. They are not down and out. Th~y are having trouble, 
but they are a good risk. 

I want to touch very briefly on this question of appropriation. I 
do not suppose there is any danger of Congress being too over-liberal 
but I think there is a great danger of Congress not appropriating 
enough. After all, most of the men in Congress are businessmen, or 
they have had to do with business. If you send a man out to do a 
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job for you, you do not get the best out of him if he goes with strings 
tied to him. You pick a good man, you put your confidence in 
him and tell him to go out and to do the job. I think you can 
look at western Europe as one does a reorganization. You decide 
you want to. go in. You must have some idea of the over-all cost. 
You have to know whether you can afford it, but having made up 
your mind as to about what the over-all cost would be, and that 
you can afford it, then you go into the reorganization and you see 
it through. If you go in only halfway then the whole thing fails 
and you lose everything you put in. 
Then~ is another danger. If the amounts made available to thi~ 

Administrator are too small, what you do is squeeze down the amount 
that will be available for reconstruction of Europe and make relatively 
larger the amount which will go into feeding Europe. If this Admin
istrator got only half of what he ought to have, that half is going in to 
feeding starving people, I think, and then there is nothing left to 
provide for reconstruction. 

I suppose those of our countrymen who are not too familiar with the 
European situation may think of this amount of money which we 
are talking about, $5,000,000,000 or $6,000,000,000, as being too 
much. I always ask them to stop and think about what wars cost 
us, wh t wars in the past have cost and what wars in the future would 
cost, and that the amounts we are talking about are very small if 
they accomplish the purpose. 

I have to repeat, therefore, that with the assurance to Europe that 
the American people are in this fight for the reconstruction of Europe 
with the same determination that they were in the fight to win the 
war, then we have the best promise of quicker results. 

And on the question of the amount, I can do nothing mor than 
but refer to the opinions of the experts who studied the question. I 
know all of the men on the Harriman committee. They had access 
to all available information. They came up with some figures. They 
concluded that the amounts which they approved- not all of the 
amounts requested-were within the capacity of the country without 
too much risk. 

I read 11r. l\IcCloy's testimony before the cnate, and his staff has 
made a detailed study concluding that the figures arc cPrtainly not too 
large. I think he used the expression "a ra thcr tight fit." I take 
those estima.trs as bring a basis from which to start. 

The question of administration is, to me, an all-important que tion. 
As I said a moment ago about th reorganization, you put good men 
to do a job and you expect them to do it for you as cheaply a po ibl . 

I would like to refer to a proposal made by the National Planiung 
Association, merely to give more substantial wPight to the Bro kings 
Institution's publication. I mention theN ational Planning As o ·iation 
because I know the Hou r thinl-.s well of tlH' Nntional Planning 
Association. It is a group of people made up of labor, agriculture, 
and business, and has worked with the Congn's at cousidt'rabk l<'ngth 
on the strengthening of ongr ss. Beca usP of thi thn'r-c nwrNl 
approach of labor, management, and agriculture, the lu'at i out of 
1nost of the things when tlH'y grt up h<.'re n,Il<l that nwk<'S for r ,adiPr 
acceptance. 

The National Planning Association cam out with th<'ir report in 
December, and it i i1nilar in Innny n'RJWet t the Brookings lnstiLu-
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• 
tion Report which came out later. The President is made the last 
word on matters of policy; the setting up of a separate organization; 
reporting to the President, just as the Secretary of Stat would. 
Those are the same in both places. NPA had no comments on th 
European set-up as far as the administrativ problem is concerned. 
There was one proposal in the NPA that was not in the Brookings: 
They proposed a policy-making committee, with the Pr sident as the 
chairman and the Secretary of State as vice chairman, and th Admin
istrator as a member. It mav have some value. 

However, they both propose to use an advisory committee marle 
up of a cross-section of the public. I would like to comment, therefore, 
that the plans so far as the domestic side are concernrd ar similar. 
They are arrived at by groups thoroughly qualified to know how 
governmental institutions can function, and I give n1ore weight to 
thr Brookings plan because the NPA group has come up with pretty 
much the same type of recon1mendation. 

l\Iy own experience with the combined boards and the tate Depart
ment throughout the war, gives me some conviction on this point 
of overlapping authority. We derived our authority directly from the 
President. We never had any conflict of any consequence with the 
State Department, and certainly none that required my going to the 
President for reconciliation. We had our authority, the State Depart
ment lmew it and we worked together very harmoniously. v e \'-ere 
effecting economies of other countries, I think, quite as much as this 
reconstruction program can, and we were dealing with very much more 
money. 

Therefore, I say you can have under this form of Government of 
ours an independent authority dealing with matters of international 
policy, working cooperatively with the State Department, a.nd 
without anv conflict. 

I must take exception to a recommendation attributed to the St'nat 
Foreign Relations Committee and having to do with foreign adrnini -
tration. All I know of that is what I have read in the newsnnprrs, 
where I gather that the Senate suggestion is that abroad therr shall be 
entirely separate ministries having to do with the administration of 
this program. Over then1 is a so-called roving ambassn lor. liP will 
report to the Administrator. That I think i unwork~ ble. 

I did not see Mr. l\1arshall's testimony in detail, but I thin}- h 
would have been justified in saying that in foreign countries you c. nnot 
have two groups of people running around representing the Unitrd 
States. I am convinced that the group abroad dealing with this 
reconstruction problem ought not to be Foreign Service p01-...on wl, but 
I am convinced they should \Vork under the general over-alll-nowlcdge 
and direction of the Chief of the mission, and I think tlwre 1 ould he 
no difficulty arising out of that. They have plenty of plnccg to go to 
complain, and to the highest possible levels, if they hnvr diffi ·ulty 
-with the Chief of the mission. 

If you have two groups of people running around in a foreign cmm
try you confuse the people of that country. We can deal with it in t.he 
United States because vve are familiar with it, but I think that proposal 
ought to be very carefully scrutinized since I think it is a mist uk~. 

On this question of administration I must touch on the matter of 
recruitment. The ma.ximum latitude ought to be given th Admini -
trator, Mr. Chairman, if I may suggest it, with re pect to the l~incl of 
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people he gets. It was hard enough to get good people down here for 
high positions in wartime. It is a much more difficult task now. All 
one has to do is to talk to the agencies who are trying to staff them
selves for some of these jobs that must be met today, and they are up 
against a stone wall today getting top-flight people. 

I suggest some provision ought to be made for first class people on 
loan out of industry, or other parts of the economy. 

I am not a bit afraid of the so-called dollar-a-year man. I was one 
myself all through the war, and if you do your job right and keep 
your skirts clean and work for the Government you have no trouble. 
You cannot ask these people to come down here, give you their serv
ices and give up their jobs and commitments, which are ordinarily 
heavy, and ·work for an ordinary salary under the Civil Service 
Commission. 

I hope, therefore, you will give very serious consideration to the 
attitude the Administrator may assume, and the latitude he is given. 

Senator Vandenberg asked how long it would take to get the thing 
going. I told hin1 I did not think much could be done in less than 
4 to 6 months. This Administrator is going to be a very cautious 
fello\v. You have loaded him with every possible resonsibility, and 
he is not going to let various people put a lot of blank checks on his 
desk to sign. He is going to want an organization of competent 
people \vho w·ill screen these needs upside down and backward, before 
he approves them. 

I do not think he can be expected to do very much work in the 
detail part of this picture within 4 to 6 months. 

Now, I do want.-to talk about a possibility of payment, which is 
quite important, I believe. That is in the field of critical and stra
tegic materials. We have always prided ourselves, Mr. Chairman, 
that we were the wealthiest people in the world, we had unlimited 
resources, and we did not need anybody else. That was reasonably 
true before the First World War. We had taken such a terrible toll of 
our national resources in thes . two wars, and it is not icily frightening 
the American people to say that we have passed to a position of short.:.. 
age in many essential 1naterials. We always had copper to export 
before the last war. We will never have it again. We shall have to 
import it in the future. That is also true with regard to scores of 
things, upon w·hirh our peacetime progrmns depend. 

Therefore, I say every one of these agreements should have in it a 
clause requiring the maxinnun cooperation in these recipient Govern
ments in the development of larger supplies of strategic and critieal 
materials which the United States needs. It i a good way to help 
pay this debt. 

I said a moment ago that these countries were making a rather 
remarkable come-back. I was over there in the spring of 1945. I 
was there VJ-day, and I have bern over there several tin1cs since. The 
conditions today are enormously hotter. 

I have some figures out of the New York IIerald-Tribune, which I 
thought were interesting. They say that industrial production in 
France in 194 7 is about 95 pcrcrnt across thr hoard of whnt it was in 
in 1938, and it has gone up fron1 79 percent it 1946 to 95 perc nt in 
1947. 

~Te speak about coal production. It i a lit.tlc' highc·r than 193 . 
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Power production is up about 35 percent compared with 1938. All 
of these production figures represent substantial increases. 

You might ask then, vvhy they need help. Well, of course, you are 
familiar with the extraordinary winter of 1946-4 7, the bad crops of 
1947, and the enormous housing damage that was done during the 
war. The reconstruction of homes constitutes a problem which, along 
with food, is very substantial. 

I want to leave with you this thought: That the man in the United 
States who takes the responsibility of nullifying this program by 
clipping at its edges, chiseling the amount to a mere relief level, is 
taking a shocking risk. His protection, and that of the country, is 
amply provided by the quality of the administrative system which 
we set up, to assure that the job should be done, promptly and as 
cheaply as possible. 

As we offer to the people of Europe this kind of program, 1\Ir. 
Chairman, I think we will have done the least we can do, and what 
we should do. 

Thank you very much for your attention. 
Chairman EATON. Thank you, lYir. Batt. Your prepared state

ment which was submitted to the committee will be included in the 
record at this time. 

(The statement is as follows:) 

STATEMENT OF WILLIAM L. BATT, PRESIDENT, SKF INDUSTRIES, INc., PHILA
DELPHIA, PA., oN THE EuROPEAN REcoVERY PRoGRAM 

My name is William L. Batt, my residence, Philadelphia, and my business 
that of manufacturer of ball and roller bearings. I am, however, giving a very 
considerable part of my time in the field of foreign aid, more particularly, that of 
voluntary foreign aid. Chester Davis, Charles P. Taft and I serve as the Govern
ment's committee dealing with all voluntary foreign aid in the United States. 
I am chairman of the Philadelphia Committee for the Marshall Plan to Aid 
European Recovery, and active in the United Nations Council of Philadelphia. 
Before and during the war, I served under Mr. Stettinius, Mr. Knudsen, and Mr. 
Nelson in various phases of the war effort and was the American representative 
(or the Combined Raw Materials Board and the Combined Production and 
Resources Board. In addition, I was chairman of the Allocations Committee 
for both the voluntary clothing and emergency food collection drives and am today 
chairman of the Budget and Allocations Committee for American Overseas Aid
United Nations Appeal for Children. Since the end of the war I have made four 
trips to Europe. So much for my background of familiarity with the European 
problem. 

I deeply appreciate the opportunity to appear before this committee to testify 
in support of the European recovery program and I do so on behalf of the 5,000 
members of the two Philadelphia organizations to which I have referred. 

The United States faces the greatest challenge in history. That challenge is 
whether, as the most powerful Nation in the world today, we shall accept the 
responsibilities that go with this power and provide the leadership which is right
fully our and which peace-loving peoples everywhere look to us to assume. Or 
whether we shall once again follow the old and, I hope, antiquated Am rican 
policy that we can take the world or leave it alone. 

More and more of our people are becoming increasingly aware that we are a 
fully committed member of the community of nations, whether we like it or not, 
and that we cannot possibly withdraw from this community except with the most 
fateful consequences to ourselves and to the rest of the world. 

Now here is this more evident than in the acceptance by an overwhelminp; 
majority of our citizens of the proposed European recovery program. They 
have come to realize that we can no longer live alone and like it. They know 
that we cannot hope to have lasting political peace without economic peace. 
They know that economic peace, bringing with it happiness and prosperity, is 
utterly impossible without our leadership and assistance. 
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Public opinion polls clearly indicate that the majority of the American people 
not only favor a planned program of aid to Europe, but that they are willing to 
back up this support with sufficient funds so that this aid can be aimed directly 
at bringing about a peace without which civilization cannot long survive. And 
this support is made with the full knowledge that the price of peace is never cheap, 
but that the price of war is higher. They are willing to dig into their pockets, 
to the tune of millions of dollars in taxes, so that our way of life can be kept 
intact and its benefits extended to others. They know that what is good for us is 
good for the rest of the world. 

How well the public has grasped the significance of the European recovery 
program, and what men and women in all walks of life think of the issues surround
ing it, is evidenced in the results of area polls sponsored jointly in Philadelphia 
by the United Nations Council, the Foreign Policy Association, and the League 
of Women Voters of that city. 

There was no significant difference of opinion on the question of whether aid 
should be in the form of loans or outright grants but it is interesting to note that 
90 percent of those who expressed their views are willing to have income taxes 
kept at present levels in order to pay the cost of this great undertaking. While a 
large majority favor free elections as a condition to aid, there was also an equal 
majority against any requirement that the governments receiving assistance 
should cease further socialization of their industries. About the same majorities 
are unwilling that these same countries re-export material or equipment which 
they have received directly from us. As to administration of the plan, a majority 
would have this accomplished through the United Nations, yet there is a distinct 
minority who would have the United States administer this aid alone. 

I mention the results of these polls because they clearly show that the people 
around Philadelphia are thinking and thinking seriously about one of the greatest 
issues that has ever confronted any nation. They are, I repeat, well aware of 
all that this program implies, and they have, in most instances, decided opinions 
as to how they want it carried out. On this point, I offer for the record a reso
lution of the Chamber of Commerce of Philadelphia of which I am a director. 
This resolution proceeds from the assumption that a recovery program, which 
obviously it considers desirable, will be adopted by Congress, and confines itself 
to some of the practical problems of administration. 

Not only do the American people favor aid with their minds but they favor aid 
with their hearts as well. While the Marshall plan has been developing and mov
ing toward the present debate, millions of our people have been carrying out a 
kind of Marshall plan of their own. We might even call it a people's Marshall 

plBy voluntarily sending packages to private citizens in Europe at the rate of 
30,000,000 pounds per month, and contributing many millions of dollars in cash 
to recognized relief agencies for work abroad, American citizens are enabling hun
dreds of thousands of persons to stretch their meager rations. How much in 
additional funds has been sent through the mails by Americans to relations and 
friends abroad is impossible to determine. But on the value of package shipments 
and known charitable donations alone, it is safe to estimate that American citizens 
in 194 7 sent abroad, of their own volition, foodstuffs, clothing and money to a 
value approximating the more than $500,000,000 which Congress has appropriated 
for interim relief. There is every indication that this huge private relief program 
to Europe will continue. Every means possible should be taken to encourage 
voluntary foreign aid since this sort of help carries with it a personal message from 
Americans to individuals abroad in a way that impersonal government aid can 
never do. Let me take this opportunity to warmly thank this Hou. e for its 
thorough and painstaking study of this whole question by the special subcommittee 
of Congressmen Fulton, Javits, and Pfeifer. 

There is another significant fact about these donations by private citizens that 
should not be overlooked. It is that people in Germany, Italy, Poland, and 
Czechoslovakia are the heaviest recipients. Private help from the United States 
is going behind the iron curtain, and this, in my opinion, augurs well for the 
European recovery program. The 16 cooperating nations took account in their 
calculations of the partial resumption, at least, of trade between eastern and 
western Europe, and I do not believe that any set of people can prevent that from 
happening. 

As for the European recovery program itself, there are certain broad issues 
which have to be squarely faced. The first is that no plan can be successful 
until, and unless, the people of Europe have made a d termin d ffort to h lp 
themselves. The second is that Europe shall have the confidence and th inspira-
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tion which can come only from an assurance of the sympathy and support of the 
people of the United States. The third is that no one today can judge what the 
amount of Europe's self-help can be or what items we can supply without serious 
damage to our own economy. 

On the first point, American skills and technology can make the greatest possible 
contribution. We are possessed with a production know-how and purpose which 
cannot be found anywhere else. Our skill and knowledge is universally recog
nized. American producers, encouraged to work in partnership with similar pro
ducers abroad, can give assurance that there will be full utilization of the goods, 
especially producer goods, that are made available from here. 

I need only to cite the fact, one well known to agricultural experts and farmers, 
that 1 ton of fertilizer, properly used, will produce 15 tons of food. We in this 
country probably know more than anyone else about the production and use of 
fertilizer and it would be to our advantage, as well as to those we assist, to give 
of our knowledge in both fields. This is true also of tractors. I believe it to be 
a correct statement that the French have been inefficient in both tractor and 
fertilizer production, and I have every reason to believe that they would welcome 
the partnership of American firms skilled in these and similar fields. But Ameri
can capital is understandably timid about going abroad because there is no 
assurance that it will eventually return. While the administration has touched 
on this point briefly, I consider it of such importance as to warrant expansion. 

If private funds are to be made available for investment abroad there must be 
adequate incentives. We need not look far for precedent. In 1940, the National 
Defense Advisory Commission, without available funds, faced the problem of 
finding ways and means of expanding the production of goods essential to the na
tional defense. To meet this emergency, the principle of accelerated amortization 
was proposed, and on October 8, 1940, the Congress approved the Second Revenue 
Act of 1940 which permitted a producer of goods, certified to be in the interest of 
national defense, to amortize this investment within a 5-year period or with the 
ending of the emergency, whichever was less. Because of the high tax rates 
generally prevailing, the practical result was that the Government bore the large 
part of the cost of such expansions, but in view of the national emergency this 
device undoubtedly was preferable to the outlay of the same moneys in directly 
owned Government plants. 

Today, as in 1940, we are confronted with an emergency no less serious. The 
use of similar stimulating devices is as justifiable now as then. I have, therefore, 
proposed the following incentives designed to insure a steady flow of American 
capital and management abroad: (1) That our Government, in the event of lo s of 
capital value through nationalization or other similar acquisition by any of the 
foreign governments aided, make good such loss to the American investor; (2) 
that our Government, in cases where dividends are properly earned and paid in 
foreign currencies, take over such currencies and make dollars available to the 
American investor at some guaranteed rate of conversion; (3) that such foreign
earned dividends be made tax-free for a reasonable length of time. 

We should not be expected to underwrite every form of foreign capital inve t
ment. Such investments obviously would require the approval of the recovery 
program's administrative agency. This being the case, only those that w uld 
hasten the return of economic stability to Europe would be given consid ration. 
But the important point is that, with such incentive, everything po sible would 
be done to enable American skills and technology to be made available to western 
Europe not only without undue risk but with some positive encouragement. 

Through my many years of experience with foreign production, I am satisfied 
that much more can be done to raise Europe's output and that this can be accom
plished faster, and more effectively, through our first-hand participation than 
merely through our dollars. 

As to the second point, I would conclude that there are great numbers of people 
in Europe who are concerned with something more than mere subsistence. They 
are looking not for a Europe similar to what they had before the war, but for a 
better Europe. I cannot believe that the widespread support given to the 
Communist Party by large numbers of people who love democracy as w do, 
stems from any deep-seated desire for totalitarian principles, but rather from an 
intuitive hope for something definitely better than they have had b fore. I sub
mit, therefore, that grudging and uncertain a sistance from the United Stat s in 
old and familiar patterns is not enough and might well fail in its entirety. Am ri
can dollars alone will not save Europe, but certain e sential qualiti s p culiar to 
us as Americans can help to bring that salvation about. These must be cl arlv 
and surely held before the people of Europe. The funds, food, fuel, and fib rs 
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so necessary to recovery efforts will be practically valueless if we do not back 
these up with faith. 

On the third point-the inability to know today what the total cost of the 
European recovery program will be-l am in agreement with proposals which 
would limit specific appropriations to the first year's operation of the plan. I 
doubt if there is much danger in Congress erring on the side of a too-liberal appro
priation of funds, but there is grave danger from too little. The danger is reducing 
the amount of funds available to the Administrator is obvious. Because we will 
be unwilling to see people hungry, the money will go first into relief and what 
remains will not be enough to do the reconstruction job which alone can ultimately 
provide self-sufficiency. The danger inherent in the reduced appropriation is 
that the need for it will not cease. Isn't this exactlv what we have seen in Germanv 
in the bst 2 years? From what I can judge, this ·is the weakness of Mr. Hooverrs 
suggestion. And this also was probably the outstanding fault of the British loan. 
Too little was employed for those things that would later produce self-sufficiency. 
Too few dollars would obviously be sheer wa te. We must not lose sight of the 
fact that we are reaping the aftermath of the most tragic war in all history and 
that the money we propose to spend to achieve peace is small indeed compared 
with the staggering cost of that global conflict. Assurance that the American 
people are in this fight for the reconstruction of Europe with the same determinR
tion that was theirs in the mutual effort to win the war should do something which 
money alone cannot do. This affirmative position is vital. 

It was the opinion of the well-balanced committee of civilian experts under 
Mr. Harriman that our economy can sustain the burden which a reasonable 
development of this program wiil impose. If intelligently planned, and effec
tively administered, I am convinced that this program, certainly the most am
bitious peacetime rehabilitation effort ever attempted, will inflict no real hard
ship on this country. All of us may have to change some of our consuming 
habits, and some segments of our industry may find it necessary to plan more 
flexibly. But the situation is sufficiently critical to warrant sacrifice if it were 
called for. 

Granted that we shall nndertake this tremendous task of aiding Ruropean 
recovery, there is still the question of how this program shall be administered 
"'0 that there is every reasonable prospect of success. The way in which we do 
this can make or break our efforts. 

Of all the recommendations tha.t have been made with respect to the adminis
trative machinery of the European recovery program that of theN ational Planning 
Association comes closest, I think, to being workable than any other. No lr·ng
range operation so vast as this program can hope to succeed if it does not have 
the complete support and confidence of both the Government and the people. 
Nor can it hope to succeed if the Administrator is not vested with full authority 
for vigorous action or if there is no single place he can go to get binding d ci, ions. 
The recommendations of the National Planning Association, which is well known 
for its impartiality in working for good government, see to it that the program's 
administrative mechanism is not hamstrung. 

Although the NPA proposal was advanced 6 weeks ago there are striking 
similarities between it and the plan recently put forward by the Brookings In
stitution. Both call for the creation of an independent agency with a single 
administrator and both would make the administrator directly responsible to 
the President. Each plan also provides for an advisory board of citizens. 

The one feature that distinguishes the NPA plan from all others is the pro
vision for coordinating machinery at the top policy level to assist the President 
in reaching policy decisions for the guidance of the administrator. This ma
chinery would consist of an interdepartmental committee with the President as 
chairman, the Secretary of State as vice chairman, and with membership repre
senting all interested departments and agencies. 

My wartime experience with the Combined Boards and the State Department 
gives me no concern whatsoever about mixed authority or overlapping responsi
bility. The American representative on the Boards drew his authority directly 
from the President, but I can recall no single case of serious conflict with the 
State Department- certainly nothing that had to go to the President for recon
ciliation. The State Department representatives wer our most helpful sup
porters generally and we were, I think, spending a good deal more money and 
affecting the economies of our allies with force at least equal to that of this pro
gram. No, so long as this Administrator derives his indep nd nt authority from 
the Congress and reports directly to the President, h should find no difficulty 
in working harmoniously and efficiently with our State Department. 
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1\.fy intimate association for more than 6 years with governmental administra
tive procedure leads me to believe that something like this is the most efficient 
way to operate. The plan is businesslike and calculated to coordinate action 
here at home and abroad. It enables the Administrator to work with efficiency 
and dispatch. I earnestly hope that the suggestion for an advisory committee 
made up of men and women representing business, labor, agriculture, and the 
public will be found acceptable. Their assistance will be of inestimable value. 
Because they would be part-time people they cannot provide anything but the 
most over-all advice and consultation, but if the Administrator wants to use them 
for public reaction he can do so most usefully. The Division of Civilian Supply 
of the War Production Board had such a group and gained much from it. 

While on this question of administration I cannot fail to touch on the vital 
matter of staff recruitment. I do not think the Administrator dares be limited 
to civil-service supply for many of his top people. He must be free to use men 
on leave from private life and to pay them a reasonable per diem or living allow
ance in addition to salaries or other incomes which should continue to be paid by 
the regular employer. From my experience with the dollar-a-year problem dur
ing the war, I am inclined to feel that such men should take formal, if only tempo
rary, leave of absence from their companies, but they should be fully protected 
in pension and other retirement provisions. These top men simply will not be 
available unless they have such protection against loss and they will be difficult 
to persuade-the very good ones-to leave their positions. It was not easy in 
wartime-it will be much harder now. 

Another important element of the European recovery program that should not 
be overlooked is the question of repayment. Much of our aid will unquestionably 
be in the form of grants with little expectation of a return in dollars. There is, 
however, a form of repayment on which we can insist from the very beginning of 
the program. That is in the field of strategic and critical materials. Most 
Americans have always thought of this great country of ours as a land of un
limited resources-a land that has always provided everything our economy 
needed. It has been built and grown powerful because of these resources. But 
it has not occurred to many of us that there could be an end to them and it may 
come as a shock to some that we are approaching the zero point in many of these 
materials and that we have already reached that stage in others. As long as peace 
is not a reality we must be prepared for the awful business of war. If it should 
come within the next few years we would find ourselves at a desperate di ad
vantage in many raw materials. No opportunity should be overlooked to rrpair 
that weakness in the shortest possible time and in amounts as large as practicable. 
Agreements with the countries being aided should insist upon this form of repay
ment to the maximum. 

The peoples of the 16 cooperating nations are not seeking charitable hand-outs. 
They are much the same kind of people that we are. They are down but they 
are not out. They are doing everything possible to get back on their feet. They 
have assets of incalculable value--material resources and technical skill. ummr
passed except in our own country. They have the will to work, and to work hard, 
if given the right tools in the right amounts. The fact that the peopl s of we. t
ern Europe have done what they have since the end of the war i remarkablr. 
In France alone, the annual review of French economy, prepared by th . Europran 
edition of the New York Herald Tribune, shows that industrial production in 
1947 was 95 percent of the 1938 level a compared \Vith 79 p rc nt in 1946. 
There i little doubt that prewar level would have been exceeded had it not bren 
for the strikes that beset France in the la t 2 months of the year. Th('re w<>r 
encouraging ign in other fields. Coal production was 104 percent of 193 ; 
electric power, 135 percent; heavy industry, 92 percent; textiles, 92 pPrceut, 
building materials, 94 percent; and chemicals, 98 percent. All these figure. 
represent sub tantial increa es over the previous year. 

By the middle of last year industrial production in the United Kingdom, Bel
gium, Denmark, Norway, and Sweden was higher in 1947 than in 1937; prewar 
totals, as we have seen, were being approached and in orne cases exec cl rl in 
France; and only in Austria, Italy, and the western zone of Germany was pro
duction at a low ebb. 

One of the strongest arguments that can be advanced for a program of aid to 
Europe is Europe's own inherent strength. These nations are a goorl ri,'k hut 
only if our help is adequate, if it is prompt, and if it is wisely administ r d. 

"-"' e will reap the harvest-and it will be a terrible one-if we fail to carry out 
this program effectively. The alternative is the spread of communi m ancl con
tinued economic stagnation throughout western Europe which will inevitably 
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mean a rebuilding of our armed forces and a lowering of our own standards of 
living. 

"\\ e may be sure that Russia will do everything possible to nullify our efforts. 
Nothing has so annoyed the Kremlin as the European recovery program. They 
are using every means at their command to undermine it. For this reason we 
must avoid tying political strings to our aid. Philadelphia opinion is strong on 
that point. To do so would only provide the Communists with an additional 
supply of ammunition, but, further, it would be an intolerable affront to the 
governments of these countries themselves. 

As we prepare to offer to the people of Europe a program for waging peace, and 
not war, let us do so with the determination that it must ucceed and that we hall 
do everything reasonable within our power to guarantee that ucce s. The rest 
will be up to them. 

APPl<~NDIX . 
The Philadelphia chapters of the rnited Nations Council, the Foreign Policy 

Association and the League of ·V\' ornen Voter jointly conducted during the 'veek 
of November 13-201 1947, a serie of neighborhood di . cu . . ion groups in the 
Philadelphia area on the subject of the \Tar hall plan. Audience. were polled 
as to their opinion on the attached (}Uestionnaire. The results of these polls 
follo·w: 

1. Should '"e expect any repayment of money provided to Europe? 
Percent 

Yes _________________________ _ 47.i) No opinion _________________ _ 
No _________________________ _ 46. 9 No answer ___________________ _ 

Percent 
3. 8 
1.4 

2. If '' e do not support this program there is a good chance that onr income 
taxes \Vill be reduced. Are you willing to have your income taxe remain at their 
pre ent leve1 in order to pay for this program? 

Percent 
Yes _________________________ _ 89. 7 No opinion __________________ _ 
No _________________________ _ 7. 0 No answer ___________________ _ 

Percent 
2. 5 
.8 

3. A great deal of discussion will revolve around political conditions which 
might be attached to the aid. Do you helieve that we hou1d require free elections 
as a condition to the aid? 

~~nt ~~nt 

Yes__________________________ 61. 7 No opmwn___________________ 8. 9 
No __________________________ 27.3 No answer____________________ 2.1 

4. Should we require that the governments to whom we give aid undertake no 
sociali7iation of their indu tries? 

Percent Percent 
Yes____ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 25. 8 No opm10n ___________ - __ ---- _ 9. 5 
No_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 62. 2 No answer __________________ -_ 2. 5 

5. It is agreed that the European dollar shorta~e may result in the desire on 
the part of the aided countries to reexport material and equipment which they 
received from us in order to obtain rlollar . vYould you permit the countries 
receiving aid to reexport material~ and equipment which they received from us? 

Percent 
Yes _________________________ _ 24. 3 No opinion __________________ _ 
No _________________________ _ 65. 2 No answer ___________________ _ 

Percent 
8. 7 
1.8 

6. ~ 'hould we at the present time administer this plan alone or attempt to pay 
for it through the United Nations? 

Percent 
Alone _______________________ _ 40. 7 No opinion __________________ _ 
Through United Nations ______ _ 54. 6 No answer ___________________ _ 

THE PHILADELPHIA COMMITTEE FOR THE MARSHALL PLAN 
TO AID EUROPEAN RECOVERY 

Percent 
2. 9 
1.8 

Rccogni7ies in thP wor1d situation today that a special responsibilit.y iH imposed 
on all Americans because (1) democratic peoples on very hanci now look to us for 
help in their preservation, and (2) the economic collapse which confronts the world 
will, if it occurs, have a serious and far-r aching fTect on us; and 

Recommends, therefore, that the Congre:;;s support a program based upon (I) 
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acceptance by Europe of responsibility to initiate self-help in a sustained and 
cooperative manner, including resolute efforts to seek difficult but attainable goals, 
both in industrial and agricultural production as well as sound currencies-goals 
which, if attained, will constitute true recovery; (2) continued comprehensive and 
realistic analyses of European needs and American resources; (3) prompt and 
adequate provision of enough goods and credits to make up as far as possible the 
remaining Europea.n deficit; and 

F urther recommends to the American people the wholehearted acceptance of 
the program which Congress deems appropriate so that Europe may be inspired 
to face its difficult task in the confident expectation of a sympathetic and under. 
standing America. 

Chairman EATON. Mr. V orys, would you begin? 
Mr. VoRYS. Your statement is very interesting, Mr. Batt. You 

ended with a plea for something that would be beyond relief, and 
that would provide for recovery. I notice in the questionnaire that 
a slight majority of the organizations you mention say that we should 
accept repayment. 

Do you think it would be possible to provide for the segregation of 
relief funds and supplies, and provide for the furnishing of those 
supplies on a grant basis? 

Mr. BATT. Yes; generally speaking, Mr. Vorys, I thinl\: the consum
able items, such as food, ought to be paid for in local currencies; 
that capital goods items can very well be financed with the expecta
tion of repayment. 

There, of course, I bring in strategic materials as one of the means 
of repayment. 

Mr. VoRYS. The administration bill provides that the countries 
should agree to make available to us strategic materials which we 
could later purchase. We had long discussions as to whether or not 
it might not be possible for these countries to agree over perhaps a 
long period of years to pay us back in strategic materials as they were 
developed, we will say, for our advances. 

Have you any opinion as to the extent to which the law or the bill 
should provide for repayment in strategic materials, or otherwise? 

Mr. BATT. I do not know, Mr. Vorys, how practical it is to spell it 
out because each case is a separate one unto itself. Most of them will 
take a long time. Take France, for example. They have in north 
Africa very considerable amounts of undeveloped natural resources
zinc and lead being examples of the things we need. I am not a metals 
authority, but I feel reasonably safe in concluding that you cannot 
develop two mines in short of 2 or 3 or 4 years. Therefore, if it means 
development of new properties it is going to take some years before 
those become producing. That has to be a long-time program. 

Where I am not entirely clear in my mind is where you should draw 
the line on repayment in the currencies of the country or payment by 
us in dollars. 

Let me make my position a little bit clearer: Let us take Great 
Britain now and look at our purchases of copper from Rhodesia. 
That is one of Britain's present sources of dollars. If we were to say, 
"No, you will have to pay us back on the loan in dollars," that would 
deprive them of the dollar revenue which they have had. There is a 
distinction between materials used for strategic stock-piling purposes 
and materials used in normal domestic consumption, and I think that 
I would be willing to draw a line that would allow those materials 
which we are normally consuming in our peacetime economy. We 
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would go ahead and buy those in dollars just as we are today. I would 
have those excess amounts, which represent stock-piling amounts, as 
payment to us against the debt. I think that is the kind of a line I 
would like to draw. 

Mr. VoRYS. In your suggestion about facilitating the flow of Amer
ican private capital, you made three points; the first is, as I understand 
it, a guaranty of the loss of capital value through nationalization. 

Mr. BATT. That is correct. 
Mr. VoRYS. The next thing is. the agreements ·with the countries 

should prohibit any nationalization which would cause loss to Anleri
can citizens. 

l\r1r. BATT. I am flatly against that, 11r. Vorys, because I think it 
plays right into the hands of the Communists. The Communist 
leader in France has been saying, "The Americans are trying to come 
over here and run the country." If nationalization is what they 
want, and they go about it through democratic processes, as the 
British have nationalized, that is their own business, as far as I can 
see. I would therefore put no such strings on these loans. If they 
do do it, and there is a loss of capital as a result, I simply propose that 
the American enterprise that went abroad is compensated. 

Perhaps we could get that out of the government in question. As 
far as I know, no stockholder has lost anything by nationalization of 
the British properties. 

I merely want to say that the enterprise should be protected. 
Mr. VoRYS. In the case of Mexico, did we not negotiate so that 

our nationals did not lose through their nationa-lization? 
Mr. BATT. My impression is that it took us about 15 years to bring 

that about, but I am in an area where I am not very well informed. 
Mr. V ORYS. I understood there was some provision made for re

payment. 
Mr. BATT. Regardless of what you hear, the Mexican experience is 

thrown in your fact right and left. Most of us in private business 
think that the oil interests whose firms were located there lost heavily 
in the Mexican venture, and that is just as important on the point of 
going abroad as though it actually did happen. 

Mr. VoRYS. Now, the type of agreement that I had in mind, and 
I think is suggested, is not one that would forbid nationalization 
necessarily, but one that would forbid any nationalization or other 
action which would result in substantial confiscation of American 
properties. Do you think it would be objectionable? 

Mr. BATT. I think that would satisfy me. 
Mr. VoRYS. That is, no nationalization without compensation? 
Mr. BATT. Yes. 
Mr. VoRYS. If the compensatjon were not in a form of exchange 

that could not readily be made available in dollars, it might be that 
our Government would guarantee the exchange. 

Mr. BATT. That is ·what my second proposal is. 
Mr. VoRYS. That proposal has been made to us before. Your 

first one had not. 
~lr. BATT. You sec, I am trying to dangle a bag of oats in front of 

this animal's nose. · 
l\Tr. VoRYS. I do not think it was n1ad ju, tin that forrn. I thinl

thc form tal~en was i accord with the proposal whieh was rnad here 
in the Second Revenue Act of 1940 which would be a little rnorc 
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acceptable, perhaps-that the investments abroad be amortized at a 
more rapid rate. 

11r. BATT. What made that so attractive, Mr. Vorys, was that the 
tax rate was so high. 

It would not be so attractive with the present tax rates. At any 
rate, I hope you accept the outline of the principle as being worth 
consideration. 

11r. VoRYS. The principle of making private foreign investment 
attractive seems to me very important. I wanted to get clear what 
you meant by your first proposal. It seems to me that we would be 
in an intolerable position if our Government would guarantee for 
some citizens against a loss that we would not require another country 
to prevent. 

11r. BATT. I want the protection of my Government. Anything 
my Government wants to do to bail itself out is all right. I do not 
want to look to assurances from a government abroad; I want them 
from my Government. · 

I do not have any objection to the form of the proposal as you set 
it up as long as it leaves the country in question perfectly free to do 
it if it wants to, but does make sure that our nationals shall not 
suffer losses in the process. 

~Ir. VoRYS. One reason I stress it is we had here before the com
mittee a Mexican claims bill, wherein it was proposed that our Gov
ernment should pay the claims of our nationals against Mexico, back 
through th0 years, and that bill, after consideration, was not ap
proved, and our Government then negotiated a settlement with 
11exico and arranged to pay our nationals out of the proceeds of the 
settlement rather than the other way around. 

Mr. BATT. I think that is the proper way to go. You know, I 
have no objection to being very realistic with these foreign govrrn
ments. I do not worry about tying reasonable economic strings. 
I do not think they ·will be critical of us for protecting oursclvt' . 
I do not, therefore, object to our protecting ours2lves. I think you 
need the maximum encouragement to American capital to go ahead. 

Mr. VoRYS. Thank you. 
Chairman EATON. Mr. Maloney. 
11r. MALONEY. Mr. Chairman, I ·want to state that I am vrry 

proud of my city, Philadelphia, and I am more proud today becau e 
we have up there, as Mr. Batt has said, a committee on the 1\!Iarshall 
plan. I want to say that Philadelphia is on its toes studying this 
thing. 

I am also proud that \Ve have a citizen like Mr. Batt in Philadelphia. 
Mr. Batt, you state here on page 8, and you underline it, that the 

American people should kno'v they are in a fight at the pre ent time. 
How \Vould you go about giving that information to the American 
people? I think that is very vital. 

1\tlr. BATT. Well, 11r. ~laloney, I thinl"" they an' h'arning prc'Uy 
fast. All I can do in n1y sn1all way is to make p<.'Pche all ov<.'r th ' 
country, wherever people are anxious to hav-e mr. I find th<.'lll l c<.'nly 
interested. I an1 going to Birminghan1, N cw Orlran , Dallas, nnd 
Detroit in the next 3 \\~eeks because tht'Y say they want to hear from 
somebody who has some views as to what thi is all about. 

There \Vas some degree of confusion in the mind of the a vrrao-e 
man as to \Vhat it \Vas all about, \Vhere it began, and wh r it wenL. 
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I think I can understand. When I go to these people I try to tell 
them ho\v it all built up and \vhat it adds up to, today. I think, 
Mr. Maloney, they are being told. These hearings are getting 
excellent publicity. 

1\Ir. I\1ALONEY. We do have to do everything \Ve can to assure that 
knowledge getting to the people. 

Mr. BATT. I want to pay a \Veil-deserved compliment now to the 
work which Dre\v Pearson did in Europe, in popularizing these volun
tary contributions from America. 

The best investment of the taxpayers' money that I kno\v, both 
here and particularly abroad, \Vas the visit this summer of the repre
sentatives from the Congress, and particularly from this committee, 
to Europe. We must not lose large amounts by the false economy of 
small amounts, in publicizing what we are doing abroad. 

~1r. MALONEY. Now, Mr. Batt, following the questioning by ~Ir. 
Vorys on the stock-piling of critical materials, in other ·words, we get 
some critical materials as payment for some of the relief. ""\Ve have 
had testimony before the committee here that that would greatly hurt 
the economy of these countries. 

I\lr. BATT. I believe that is for the reason that I touched on when 
I tried to draw a line between the materials which are currentlv used 
by us for consumption purposes, which probably ought to be paid for 
in the normal channels of dollar exchange, and the extra amounts 
which ought to be stock-piled, and which I think ought to come out 
of these reconstruction advances. 

I\Ir. I\1ALONEY. You do not think that could hurt their economy? 
I\Ir. BATT. I am sure it would not hurt their economy. 
1\Ir. MALONEY. I am glad to hear that because we have had testi

mony to the contrary. 
l\fr. BATT. I do not hold the view that these accumulations of the 

local currencies should not be spent for practical purposes. l am 
perfectly willing to have them spent for this sort of thing. I do not 
feel badly about taking some of this franc accumulation and de
veloping a long-tirne project in north Africa for enlarging the supplies 
of critical materials, of which there are not enough. It suits me all 
right, and I think it would suit the French, too. 

I have tried the proposal out in certain quarters, and they think it 
is all right. 

I\Ir. 1\IALONEY. Thank you very much. 
Chairman EATON. I\1r. Jarman. 
I\Ir. JARMAN. I regret that circurnstances beyond my c ntrol de

layed n1y arrival. I know your testimony must have be 'll rnost 
interesting from the questions the other mcrnbers have he('ll asking. 

The consumption of stock-pile materials is a subject that no witness 
has brought before us previously. lt is interesting and intriguing. 
Heretofore I have asked a good n1any questions along this line, but 
I have made no distinction between stock-piling and other rnaterials. 
I have thought of this, that if we require in this legisln,tion repnyrnent 
in strategic materials, even 20 ycfu·s from now, or 10 year from 
now, we would again begin extracting dollars from them in tea l of 
materials. 

If some country repays amounts with stoc] ~-pile rnaterials, at that 
time it would tal~ c dollars frorn thcn1 which they would otherwise get. 
In other words, we n1ight create a situation where wh n \V led them 

69082-48--73 
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out of the Slough of Despond in which they no·w unfortunately find 
themselves they would necessarily fall right back in. 

1Ir. BATT. There is almost no limit of the amount that could be 
represented by these strategic materials, except their ability to be 
produced. \Yhcn one looks at copper, zinc, and lead, particularly, 
that this country has thro,vn a·way or sent abroad in the last 35 years, 
the figures are really stupendous. I think we owe it to our de
scendants to try as we can to replace those amounts. That is all 
over and 3 bov-e the normal consumption now, trying to make the 
country, if \Ve can, as good as \Vhen we got it. 

It is that excess that I think properly may be expected to come out 
of this aid program. 

1Ir. JARMAN. I am not sure that I disagree with you, although so 
far I have always taken the other position. However, I do see the 
difference bet,veen normal consumption and the excess for stock pile. 

I am very much pleased to hear that you are going down to my 
State, to Birmingham, because I agree with the gentleman from 
Pennsylvania that we do need to familiarize the people, the people of 
Alabama and the \Vhole country, with this program, and I am par
ticularly pleased that you are going clown to n1y State. 

::\Ir. BATT. I will always welco1ne the opportunity to talk to anyone 
,,~ho cares to listen on the results of the aid sent abroad in the last 5 
years. I am completely out of syn1pathy with those people who ay 
we have spent X billions of dollars across in the last years, and it 
has all been water down the drain. I do not believe that. 

~Ir. JARMAN. I thoroughly agree with that position . 
... 1r. BATT. I will take on an argu1nent with anybody at any time 

if they say the British loan was a complete flop. I do not think it was. 
l\lr. JARMAN. We have some 1Iembers of Congr~ss who find it ea y 

to speak of UNRR A, lend-lease, and the British loan, and verything 
as just Y atcr down the drain. However, I agree with you in not 
believing that is true at all. K aturally, there were some mistakes 
made, undoubtedly. .,.. aturally, there will be jn any such large 
undertaking. However, I feel that all of those programs, by and large, 
were good investments. 

Mr. BATT. I think some of them were messily done, but let us 
take the question of medical supplies abroad. There was the malying 
of a ·world-wide epidemic after this war, and it could have b en 
catastrophic. Ha 'ye you had any disease in Europe of any con <'
quence? We know about tuberculosis and rickets and und rnourish d 
children, but that is another matter. There was no epiden1ic problem 
of any consequence. It could have been terrific. 

U ... RRA put in a large part of its fforts in the medical aid field. 
We put into UNRRA $2,700,000,000. Again, in t rn1s of the rat at 
,,~hich we \vcre spending money from 1940 to 1945, I do not think 
$2,700,000,000 is too serious. We throw money away h r on things 
not nearly as constructive as UNRRA. I do not defend ev~rything 
UNRRA did. of course. 

Mr. JARMAN. Of course, by no means. Had we not had UNRRA 
one of two things would have probably had to occur; either this 
program would have had to come on much earlier or it would have 
cost more than UNRRA cost. 

1-Ir. BATT. That might be. 
1Ir. JARMAN. Thank you very much. 
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Chairman EATON. I\1rs. Douglas. 
Mrs. DouGLAS. Thank you for your tatement, I\1r. Batt. We are 

happy to have you with us. 
You say in your second point: 

That our Government, in cases where dividends are properly earned and paid in 
foreign currencies, take over such currencies and make dollar available to the 
American investor at some guaranteed rate of conversion. 

\\ ould they do that at the end of each year? 
~Ir. BATT. I ·would say it was something that is paid as earned. 

If I ha,cl a dividend payable to me in francs I would come up to the 
Administrator with the proper certification. He would have to know 
the conditions tL11.der '''"hich the whole transaction was taking place, 
and that it was a contribution to the recovery program. I would 
say, ").1r. Administrator, I have 1,000,000 francs and. I want dollars." 

Now, the rate is a problem. That must be recognized. 
But we ·want to do son1ething and if you want to do it you go ahead 

und work out the details. 
l\frs. DouGLAS. To get to the strategic materials, is it your idea 

that we use currency which has been exchanged for moneys invested 
by business in Europe to buy those strategic materials, or would that 
be the currency that "\Ve had gotten from France, say, for sending home 
machinery? 

~Ir. BATT. The point I tried to make, or am trying to make, I1rs. 
Douglas, in clarifying my own thinking, is that I would let the normal 
consun1ption amounts be paid for in dollars, and keep that completely 
out of this operation. I would take the excess amounts which could 
be produced by the development of new mining facilities, or better 
n1ining facilities. I would take those excess amounts and stock pile 
them and pay for them out of these currency accumulations, or any 
other such method of payment that I could ·work out with the govern
ment involved. You come from a mining State. You know how it 
is in this problem of developing new n1ining facilities. It is a long
time job, and generally cannot be done short of years. There may 
be no inclination on the part of the government in question, to do 
such expansion unless it is under pressure to. That is principally 
because, that is an additional amount; and, they arc not going to get 
dollars for it. So you have to tie it into your aid program at the 
beginning and say that is the way you want it. 

Now, in the long run it does benefit them because while they have 
paid for the n1aterial, the n1a.chinery will have to come from us in all 
likelihood and the technical know-how have to come from us. They 
will then have a property which has a very definite valu . It is not 
a loss on their part. 

I want to make it quite clear that there is not much incentive on 
the part of these governments to develop these extra facilities for 
helping the United States to stock pile. People are constitutionally 
against stock piling for so many reasons. The material overhangs 
the market, they say. That is an understandable criticism. Gov
ernments have their fingers in the materials field, and that may be 
objectionable. This whole problem of stock piling strategic materials 
which I consider to be so vital is one in which governments have to 
be involved. They should certainly pledge themselves that those 
stock-piled materials will not be touched except in the case of emer-

' 



George C. Marshall Foundation, Lexington, Virginia

1154 FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAlVI 

gency. They must not be allowed to overhang the market in the 
sense they can be dumped on the market. 

I think, therefore, it is entirely consistent that the additional 
facilities for stock piling strategic materials can and should come as 
a result of some governmental action. I do not think it is likely to 
come any other way. 

J\1r. JARMAN. I believe I misunderstood you a while ago. You 
spoke in reply to Mrs. Douglas' question about paying for this stocl
piling of materials out of the cur.l"ency which had been put in this 
special fund. 

Mr. BATT. I say that was one way. 
l\Ir. JARMAN. I thought you had in mind the debt of the countries 

to the United States in dollars. 
1\rir. BATT. No. I did not have that in mind. 
J\1r. JARMAN. That is what I have been arguing against. 
1 Ir. BATT. I did not have that in mind. 
1\rirs. DouGLAS. You said you were against cutting down the amount 

asked for by the State Department in this program. Would you be 
against cutting the length o.f time for "\\"'hich we w·ere providing money? 

Ir. BATT. Do I think you ought to provide 4 years now? 
J\lrs. DouGLAS. No; the length of time that we are asked to appro

priate money for now is 15 months. Would you see any objection to 
cutting that time schedule down to 12 months? 

1\rir. BATT. Yes. I think if you can find a means to do it, I think 
you ought to cover for 2 years right now. I do not think that pro
po al has been made by anybody, but I want to make it, and I make 
it for the reason I indicated a little w·hile ago. I do not think this 
thing will start as fast as people think it will. I think the program 
will come into its fullest fruition toward the end of the next year, and 
running into the second year. I ·want to be sure that those 2 years 
are cared for as far as practicable. 

l\Irs. DouGLAS. Is that not the argument that some people are 
giving, namely, that they would not be able to begin with a program 
for 2 or 3 or 4 months because it would take that long to set up the 
organization? Therefore, we need to appropriate less money because 
the money we appropriate will extend further into the future. 

l\fr. BATT. I ·would be perfectly willing for you to do that if you 
made it clear to Europe you were going to do the job. That thought. 
runs through all of this testimony I have given. If you say you are 
co~tted to this job, and you are going to see it through, and you 
mean 1t, I do not care how you put it. 

l\fr. JARMAN. It '\Vould not make much difference as to how many 
years are concerned. 

l\1r. BATT. I do not care so much ho'\v you put up the money. The 
way in which we extend aid to Europe is far more important than 
the amount you set up today. 

I will put it another way: It is a little difficult for me to see how the 
Administrator can wisely spend this $5,600,000,000 in 12 months or 
$6,800,000,000 for 15 months. It is a little difficult for me to see 
that, but I may be wrong. I merely tell you I think it will take tin1e 
to get that organization going. He would be able to spend at a n1uch 
more rapid rate after he gets going. 

Mrs. DouGLAS. Aside from the psychological impact of appropri
ating the amount that. +.he State Departn1ent asl-ecl for, if you cut down 
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the time schedule and said you were only appropriating for 12 months, 
can you lay your program for 12 months with the same effectiveness 
that you could for 15 months' program, or would that in itself impede 
the progress of rehabilitation? 

11r. BATT. I think that again depends on how you worded your 
re~olution, as to general purpose. If it is clear that this Congress is 
going to do this job, within all reasonable requirements, then I do not 
worry muah about the rest of it. But that has to be clear. If I could 
write the ticket as to what you would say then I would not care so 
much as to how you set up your appropriations. If I were the Admin
istrator, and I knew I had the people of this country behind me, as I 
would think I did have, and I knew I had the Congress behind me, I 
would not care so much about appropriation at any given time. be
cause we never cared during the vvar. We carne up here and put our 
problem before you and fared very well. Why? Because we had a 
job to do. They knew it. They gave us what we had to have. If 
the Administrator could go into this job that way, knowing that he 
has to justify everything he does, but that if he does justify it the 
Congress will back him up, I do not care how you appropriate the 
money. 

11rs. DouGLAS. Of course it is easier to ser the enemy in time of war. 
l\1r. BATT. Yes, you have much more of a frightened population 

then, too. 
1\frs. DouGLAS. And, of course, no n1atter how superbly this Con-

gress acts it cannot guarantee anything the next Congress will do. 
1fr. BATT. So I have been told. 
1\Irs. DouGLAS. Thank you. 
1\lr. BATT. But I would like to take the chance that the next Con

gress would follow a good job on the part of this one. 
l\1rs. DouGLAS. I would imagine that on the basis of your poll, 

that that would be true. 
1\fr. BATT. I an1 quite convinced -that it is true. 
1\'lr. JARMAN. I am sure. 
1\Ir. VoRYS. I might ask another question, l\1 r. Chairman. 
Chairman EATON. 1fr. Vorys. 
1\'lr. ,.,. ORYS. There is a good deal of talk about the fonn of adnlinis

tering this progran1. I wondered what your judgment would be on 
this question, as to whether the Adn1inistrator or the acln1ini trative 
organization in charge of this program would a.lso hnvc the dorncstic 
export controls, or whrther the Achninistrator would be a clairnant 
against some other agency, or agencies? 

.... Tow, you must have been up against it. I would V<'ry n1ueh like 
your judg1nent on it. 

1\lr. BATT. Vvell, it is a nice point, and it is a difficult one. Frankly, 
I would not take the adrninistration of the export controls away from 
an existing agency. But I would certainly give this adrninistrator 
large authority over their u e. I arn not ready to give hin1 n. blank 
check on the American economy. 1 do not think the Congress can 
put a restriction around him that does not leave too rnuch latitude, 
or would not leave too much latitude in his hands. By that I mean 
to say that if he got the notion that he wanted a thou and-dollar 
coal-cutting machine, and if he had the power to go and take it re
gardless, that is a little n1ore than I am ready to give him. I am 
ready to let hirn come up before the existing agenci s and malre his 
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case because if the Congress has indicated its intent, and the President 
is his only boss, and if the Secretary of Commerce, administering these 
export controls blocked him, he could stop it. He is going to have a 
Cabinet status. I think he could take care of his requirements but 
the problem of relative need at home and abroad will be difficult at 
times. 

But one thing I know I am not ready to do, I would not give him 
the physical administration of all of these controls. 

1 fr. VoRYS. I wondered if you would tell us just exactly how the 
thing functioned under \VPB and the Combined Ra'v 1'faterials 
Board. As I understood it, you always had to have a claimant 
agency and a giving agency. That is, somebody finally should say 
"Yn::-, you can have it." That was the main one. You could trac~ 
around where these difierent ones made their claims, but \vhey they 
got to one that said, "Yes," or "No," that was the important one. 
I understood the real one was the Combined Raw ~iateria]s Board. 
Is that right or wrong? 

11r. BATT. I would like to say this off the record. 
(Discussion off the record.) 
Mr. VoRYS. You made an interesting comment. 
Mr. BATT. Theoretically, the American representative of the Com

bined Ra\v l\1aterials Board for the United States could take materials 
away from anybody. Practically, h~ would not have lasted down 
here a week, if he had gone about that ruthlessly. I learned pretty 
soon you can move just about as fast as they will support you, and no 
faster. There ·were times when I had a difficult time to get the Civilian 
Supply people in the \Var Production Board to go along with me. 
It might take a couple of weeks to do it. Sornetin1cs the tate 
Department would be sticky. You have to get the majority, the 
one~ that count, to go along with you. 

1\tlr. VoRYS. But you have compared UNRRA expenditures to the 
other war e.£rpenditures. We kind of hope those days arc ov r a 
while where we will throw around money, and also that those days 
are over when we were in war. It seems to me that the Congress, 
before they get through, are going to have to make a decision a to 
whether the European recovery program man is going to be a elaimant 
against the American economy or whether the Am ri an cconon1y 
is going to be a claimant against the European recovery program man. 
As you say, it is perplexing. One way to do is to say, "Well, it i all 
going to come out all right." 

Mr. BATT. That sounds like a Pollyanna approach to you, doo 
it not? 

l\1r. VoRYS. Yes; I think that, of course, it is going to take g od 
will, and common sen e, and all that sort of thing. vVe arn goinrr to 
try to find this superman as an administrator, but we are no longer, 
I hope, talking about emergency programs. We are talking about 
something that is not a 4-year but a 40-year program, I hope. \Ve 
are starting to get squared away for the long pull if we keep out of 
war, are we not? 

Mr. BATT. Yes. I think so. 
Mr. VoRYS. When we do that we have to con1mence setting a pat

tern in government. One of the question is right over in the enate 
committee right now, and it will be before us. It is, Does the European 
recovery plan man, or men, or organizations-
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Mr. BATT. Just say "man," Congressman, and I think you are on 
sound ground. 

Mr. Vorys. Does that man have to ask somebody else for stuff 
from the United States? Is he a claimant? 

Mr. BATT. That is the expression. 
~fr. VoRYS. Is he the claimant or the granting organization? 

I know so little compared to your past experience that it seems 
to me he ought to be a clain1ant, and that he ought to be a claimant 
against an agency, not a group of agencies. The President ought 
not to be the head of an agency where he makes his claims. He, of 
course, would go to the President if he thought he was getting too 
bad treatment. If he does not do that then you have the economy 
of the United States as a claimant at the door of the Recovery Ad
ministrator. 

11r. BATT. I think I agree with you. I said a little while ago I 
would not be ready to give that man carte blanche to take anything 
out of the American economy he wanted. I do not think that is 
necessary. But you could write a sentence or two into this bill that 
will give him some help or cut his head off before he starts, \vhich
ever way you want to go. I will give you one example of what I 
mean. 

When the Treasury changed the ruling on depreciation, I think it 
was called 1066, until that time the burden of proof of inadequate 
depreciation, was on the Government. They just changed that and 
put the burden on the taxpayer. It made an enormous difference. 
Here, if you give him a pat on the back, and clearly indicate that you 
want him to have everything that does not seriously hurt the Amer
ican economy, then you put the burden on the other fellow that he 
should not have this or that. 

Take right now, for instance, the question of steel. The freight 
car people are in here, begging for steel for more than "X" thousand 
cars a month. You understand why. The automobile people are 
here begging for sheet allowances. The oil peoople are here in great 
force. Now, if the administrator con1es up for some steel for Europe, 
and with his hat in his hand and at the tail end of that procession, 
you would not be able to recognize him when they get done with 
him. He has to have some help, I think, in the form of favorable 
language which indicates the purpose the Congress has in helping 
Europe. But beyond that, 11r. Vorys, I think I would not be ready 
to go. 

~fr. VoRYS. You sec the danger is this, that Congress will do the 
way they did on this surplus property thing. They had 11 different 
groups and interests sa yin~,"\ T e ought to be preferred." So Congress 
wrote a bill saying, "The adn1inistrator shall give first preference to 
each of these." 

1-:fr. BATT. I am very fan1iliar with that. The r suit \Vas that 
everybody died before anything got done. 

Chairman EATON. Mr. ,Javits has some questions. 
Mr. JAVITS. I would like to say something to the committee about 

the witness' competence to testify on the matters h is t tifying to. 
He will blush with proper modesty at this. 

Chairman EATON. He is a good character witness. 
Mr. JAviTS. He earns it. 
My first job in the Army was to get magn s1un1 for th Army. 
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That \vas before I got to the tactical side. We had little available 
magnesium in this country in November of 1941, even before the war 
began. We were in very bad straits because we could not sustain 
any incendiary bombing attack with our own aircraft unless we had 
magnesium, and we had only a dole from the meager depleted British 
stocks. It was through one of the most magnificient jobs I have ever 
seen done by any one man, without directives or orders, or anything 
else except his own skill, that Mr. Batt started a flood of magnesium 
for the Army such as the Army never saw, just by his own ability to 
get men together and n1ake them do the job that was so urgently 
required. 

11r. BATT. I am grateful, }v1r. Chairman, even though it is an 
overstatement. 

~1r. JAviTS. It was a magnificent job, and I would like to testify to 
it as a point bearing upon this witness' knowledge of this great subject. 
It is something I lived and suffered with, and I know what he did 
with it. 

I have just two questions: First, I \\Ould like to ask you if you would 
submit the NP A plan of administration for the European recovery 
program for the record? 

11r. BATT. I vvill be glad to do that, if I may, 11r. Javits. 
(The material referred to is as follows:) 

THE GENERAL PRINCIPLES AND ADMINISTRATION OF THE MARSHALL PLAN 

A joint statement unanimously adopted by National Planning Association mem
bers from agriculture, business, labor, and the professions, present at a joint 
meeting December 8-9, 1947, in \Yashington, D. C. 

Like men and women everywhere, we of the KPA agrienltnre, business, labor, 
and international committees are profoundly disturbed that the nations of the 
world have not yet found peace. The " ·irle-scale destruction brought on by the 
war has forced millions of people throughout the world to live in misery and need, 
devoid of the mo. t elementarv necPBsities to maintain existence. Millions of 
people are living in the shado·w of an armed truce. In some placeR, nJen are 
fighting. In others, war's twin harbingers, hunger and despair, are undermining 
the principles for which we fought. 

More and more America:as are recognizing the importance of Henr~· Stinu;;on's 
statement: "The tronbles of Europe and Asia are not 'other people's tro 1bles;' 
they are ours * * * foreign affairs are now our most intimate domestic 
concern. All men, good or bad, are now our neighbors." 

'-'·e believe that this country is irrevocably a part of the world community. 
America will never again be an island unto it elf. 

"-'.,. e recognize that the continued maintenance of our domestic prosperity is 
dependent on the rehabilitation of wartorn countries overseas. Clearly, the 
primary responsibility for this task rests in their hands. However, an all-out 
effort for recovery cannot be successful without economic assistance from the 
United States. It is thus that we can help to raise the standard of living through
out the world, and establish a sound basis for the proper economic relations be
tween nations. It is only thus that democracy and peace can flourish. It is 
only thus that the spread of totalitarianism, whether from the right or the left, 
can be arrested. 

If we strike out boldly on the course charted by Secretary l\1arRhall, we may 
yet succeed in laying the foundation for a world order based on peace, justice, 
and the rule of law. This is our supreme objective. Our unique position in 
world affairs imposes upon us clear obligations. Our task is to protect our own 
peace and security and, working with other freedom-loving peoples. to help estab
lish the ideals of democracy and freedom as realities everywhere. 

The greatest immediate need to implement our policy effectively arises from 
the economic plight of Europe. There, a substantial decline in production and 
consumption could lead to the end of democracy and personal freedom and a com
plete disintegration of society. 
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The general policies advocated by Secretary l\1arshall require that we-the 
American and European peoples-organize our creative powers for our common 
welfare. We believe that the American people should support these policies 
without stint-morally, financially, and physically. As Senator Vandenberg so 
well expressed it: "I know of no advantage in throwing a 15-foot rope to a man 
who is drowning 20 feet from shore." 

Careful studies by the Krug, Harriman, and Herter committees and the Council 
of Economic Advisers indicate that the required aid is well witnin t he capacity of 
the United States to supply. l\1oreover, we are satisfied that once the economy 
of Europe is restored through our help, the necessity for continuing aid from 
this country will disappear. On the other hand, if not immediately helped, the 
European countries will lose much of the recoverv made to date. If they dis
integrate, democracy and freedom are unlikely to survive in Europe or {n the 
world. 

The necessity of early action to provide adequate aid giving effect to Secretary 
Marshall's policies should hardly present a controversial issue today. "\Ve do not 
here attempt to deal with the precise conditions under which aid should be 
extended. 

The !question with which we concern ourselves in this joint statement is not 
whether we should undertake the great task of aiding European recovery, but 
how. 

In approaching this problem 've have borne in mind the fundamental division 
of powers in our Government provided for by the Constitution. It is the function 
of the legislative branch of the Government to enact laws and lay down broad 
policies. It is the duty of the Executive to administer such laws and policies. 
Accordingly, the responsibility for administering this program should be placed 
directly on the Chief Executive. 

RECOMMENDATIONS FOR ADMINISTRATION 

1. Congress should define the policy, appropriate the required funds, and give 
precise powers to the President, as Chief E ·ecutive, for its execution. Final 
approval of any major program, under the policy, should be vested in him. This 
is in accord with our tradition, our experience and our Constitution. 

2. Congress should establish a mechanism which assures active participation 
of all departments and agencies in all recommendations for action and which 
assures carrying out the President's decisions. This mechanism should be a 
committee headed by the President with the Secretary of State as vice chairman. 
Full representation of ,all departments and agencies having a major interest in the 
execution of the policies and programs should be established by legislation. This 
committee will serve to assist the President in coordinating United States foreign 
policy, and, in turn coordinating it with our domestic economic policy and its 
program. 

The most important functions of this committee will be first, to assure that all 
aspects and implications of specific programs under the policy will be presented 
to the President. Second, to assure that all branches of the Federal Government 
affected by the policy shall have an opportunity to present their views. Finally, 
it should insure that the programs determined by the President will be executed 
by the appropriate departments and agencies. There should be a secretary to the 
new Presidential committee provided for in the legislation and appointed by the 
President as a member of the Presidential staff. 

3. A new administrative agency should be established to prepare and administer 
the detailed programs implementing the policy. This is essential for the vigorous 
administration and prosecution of approved plans and programs. A corporate 
form of organization is neither desirable nor n cessary. 

The new administrative agency should be headed by an Administrator, respon
sible to the President and appointed by him with the advice and cons<>nt of the 
Senate. His rank and pay should be equivalent to a Cabinet member and he 
should have full power to select the personnel necessary for carrying out the work 
of the agency, as expeditiously and effectively as possible. With appropriate 
safeguards, exemptions from civil service regulations should be inc rporated in the 
legislation. It is especially important that provisions of the enabling legislation 
permit the assignment of any civil servants of permanent status to the new 
agency without their forfeiting rights and privileges. An excell nt pattern for 
such protection is available in the Foreign l::lervice Act of 1946. 

The new administrative agency would be rcsponsibl for developing and recom
mending to the President programs responsive to the polici<>. laid down by 'on
gress. Programs approved by the Presiden L, after rec iving the advice of the 
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Presidential committee referred to in (2) above, would naturally include pro
visions for t heir effective execution either by the domestic or overseas staff of the 
agency or by Government or private agencies, subject to the direction of the 
Administrat or. 

4. An advisory board to the Administrator should be provided for by legisla
tion. This board should be nonpartisan in character and have broad geographical 
and economic representation (agriculture, business, labor, consumers, etc.). In 
general, it would funct ion along the lines of the Pre ident's Committee on Foreign 
Aid, popularly known as the Harriman committee and, like it, would be appointed 
by the President. The Board members, in addition to their general duties, 
would be available as heads of subcommittees dealing with specific problems on 
which the Administrator will require the maximum of specialized experience and 
talent. 

5. The new agency should have adequate funds at its disposal to permit prompt 
and adequate shipments of food, fuel, and similar necessities of life to the areas 
requiring them, without reference to their current financial status. The expendi
ture of these funds would be subject to the final approval of the President and 
thev should be administered with maximum flexibilitv. 

The ability to pay for food, fuel, or for raw materiai inventories useful in manu
facture and for capital equipment is different in each country. Experience already 
indicates that appropriate credit arrangements can be worked out which are of 
great assistance in raising current industrial production as well as stimulating 
long-term modernization and reconstruction. The President, acting on the advice 
of his committee and the Administrator, should determine in which cases credit 
arrangements are appropriate. When the President has determined that certain 
operations should be financed by credits, these credits shall be made available by 
the Export-Import Bank upon the direction of the President. In order to assure 
carrying out the directives of the President, it will be necessary to increase the 
capital available to the Export-Import Bank and to amend the Export-Import 
Bank legislation so that the new funds allocated for this purpose will be used only 
for the purposes established by Congress, for specific programs approved by the 
President. 

6. The President should be required to submit quarterly reports to the Con
gress in order that the American public be kept currently informed as to the 
progress of all phases of the program. 

* * * * * * * N"P A members from agriculture, business, labor, and the professions, present 
at working sessions during the NPA annual joint meeting, include: 
Altschul, Frank (vice chairman, board; chairman, international committee) 

General American Investors Co., New York City. 
App, Frank (agriculture committee) Northeastern Vegetable and Potato Council, 

Bridgeton, N.J. 
Barkin, Solomon (labor committee; international committee) Textile Workers 

Union of America, New York City. 
Batt, 'Yilliam L. (board) SKF Industries, Philadelphia, Pa. 
Bell, Laird (international committee) Bell, Boyd & l\1ar hall, Chicago, Ill. 
Benjamin, Earl W. (agriculture committee) Washington Cooperative Farm rs 

Association, :New York City. 
Black, John D. (agriculture committee) Harvard University, Cambridge, 1\fass. 
Burges , Eugene W. (busine s committee) General Mills, Inc., Minneapolis, Minn. 
Caldwell, Harry A. (agriculture committee) North Carolina State Grang , Greens-

boro, N.C. 
Clark, Harry (agriculture committee) l\1ountain State Beet Growers' l\1arketing 

A ociat;on, Eaton. Colo. 
Clark, 'Vallace (international committee) Wallace Clark & Co., New York City. 
Colby, Charle C. (international committee) University of Chicago, hicago, Ill. 
Cooke, ?\-forris L. (board) management consultant, Washington, D. C. 
Cruikshank, Nelson H. (labor committee) Am rican F deration of Labor, \Va h-

ington, D. C. 
Culbreth, H. W. (agriculture committee) Ohio Farm Bureau Federation, Colum

bus, Ohio. 
Currie, Lauchlin (international committee) Lauchlin Currie & o .. New York 

City. 
Ellickson, Katherine Pollak (labor committee) Congr s of Industrial Organiza

tions, \Ya hington, D. C. 
Emerson, Guy (board; business committee) John Price Jones orp., New York 

City. 
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Fichter, Joseph W. (board; vice chairman, agriculture committee) Ohio State 
Grange, Columbus, Ohio. 

Fraser, H. \V. (secretarv of the board; labor committee) Order of Railway Con
ductor of America, Cedar Rapids, I )Wa. 

Funderburk, C. B. (for D. \V. Brooks, agriculture committee) The Cotton Pro
ducers A sociation, Atlanta, Ga. 

Gulick, Luther H. (board; international committee) Institute of Public Adminis
tration, Xew York City. 

Hedges, l\1arion H. (vice chairman, board; vice chairman, labor committee) 
Washington, D. C. 

Reline, Oscar (agriculture committee) Farmers Grain Dealers A..:;sociation of 
Iowa, ::\farcus, Iowa. 

Heller, Robert (board; business committee) Robert Heller and Associates, Cleve
land, Ohio. 

Jones, Thomas Roy (board; business committee) ATF, Inc., Elizabeth, N.J. 
Lubin, Isador (international committee) United States Representative, Economic 

and Employment Commission, Economic and Social Council of the United 
Nations, and Confidential Reports, Inc., New York City. 

Lyon, A. E. (labor committee) Railway Labor Executives' As ociation, Washing
ton, D. C. 

1\fcChesney, Robert W. (business committee) Harry Alexander, Inc., Washington, 
D. C. 

Martin, Roscoe C. (committee of the South) University of Alabama, Tuscaloosa, 
Ala. 

:Meers, Walter (agriculture committee) Bloomington, Ill. 
Nelson, Lowry (agriculture committee) University of Minnesota, Minneapolis, 

!\finn. 
Ogburn, Charlton (NPA counsel; international committee) New York City. 
Osborne, Lithgow (international committee) The American-Scandinavian Founda
tion, New York City. 
Payne, Herbert W. (technical advisory committee of the causes of industrial peace 

project) Textile Workers Union of America, New York City. 
Peterson, Eric (labor committee) International Association of Machinists, Wash

ington, D. C. 
Pickett, Clarence E. (board; international committee) American Friends Service 

Committee, Philadelphia, Pa. 
Reynolds, Quentin (agriculture committee) National Council of Farmer Coopera

tives and Eastern States Farmers' Exchange, Inc., West Springfield, Mass. 
Rudick, Harry J. (counsel for the business committee) Lord, Day, & Lord, New 

York City. 
Sayre. lVIrs. Raymond (agriculture committee) Iowa Farm Bureau Federation, 

Ackworth, Iowa. 
Schultz, Theodore W. (board; agriculture committee; international committee) 

University of Chicago, Chicago, Ill. 
Seabrook, Charles F. (international committee) Seabrook Farms, Bridgeton, N. J. 
Silvey, Ted F. (labor committee) Congress of Industrial Organizations, Wash

ington, D. C. 
Snow, Thad (agriculture committee, committee of the South) Charleston, l\1 o. 
Sonne, H. Christian (chairman, board; business committee) Amsinck, Sonne & Co., 

...... ew York City. 
Stull, P. B. (vice chairman, business committee) Hercules Po\vder Co, Wilmington, 
Del. 
Symington, Charles J. (board; business committee) Symington-Gould Corp., 

New York City. 
Taylor, Wayne Chatfield (board; international committee) Washington, D. C. 
Teper, Lazare (labor committee) International Ladies' Garment \Yorkers Union, 

New York City. 
Thomas, Raymond D. (committee of the South) Oklahoma A & M. College, 

Stillwater, Okla. 
Thorne, Florence C. (labor committee) American i ederation of Labor, Washing

ton, D. C. 
Voorhies, .l\farcel J. (agriculture committee; committee of tl e South) American 

Sugar Cane League, ew Orleans, La. 
Walker, Charles R. (codirector of cau es of industrial peace proj ct) Yale Univer

sity, New Haven, Conn. 
Welch, Frank J. (agriculture committee; committee of the South) Mississippi 

State College. 
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Winton, David (board; international committee) Winton Lumber Co., Minne
apolis, Minn. 

Wolf, R. B. (technical advisory committee of the causes of industrial peace project) 
New Canaan, Conn. 

Zander, Arnold S. (labor committee) American Federation of State, County, and 
l\iunicipal Employees, l\fadison, Wis. 

Mr. JAVITS. l\1r. Philip Reed, chairman of the board of the General 
Electric, testified before us, and he said this matter of encouraging 
United States capital to go abroad in aid of the European-recovery 
program was such a technical one that was entitled to such weight, 
and was in and of itself so important, that he thought we should delete 
it from this bill and treat it in a separate piece of legislation. He had 
one reservation, which he mentioned in a letter written to me subse
quently, and that was maybe if 've left it in on rather a small scale it 
might be useful as a pilot plant. 

I wonder if you have given any thought to the idea of leaving it in 
this bill? You see we have in this bill a provision that 5 percent of 
the appropriation-$340,000,000-shall be used as a guaranty, substan
tially along your lines. Would you take that out and treat it as a 
separate matter in a separate manner? 

Mr. BATT. If you leave it in as a pilot plan I would be satisfied. 
I do not think you would get very far the first year. I would be 
willing to come up and take my chances, either as a deficiency appro
priation or a regular operation on the Hill, if you l ave something to 
indicate your interest in the principle. 

~1r. JAVITS. You would rather have it in the bill? 
Mr. BATT. I would think so. I would never know whether you 

would get around to a separate operation. 
Mr. JAVITS. I am inclined to go along with you, but Mr. Reed 

made quite a point of it. 
11r. BATT. I realize the difficulty of working it out. 
:\fr. J AVITS. You had an enormous amount of experience in getting 

top technical brains to ,,~ork for the country in the vV ar Production 
Board. Will you tell us what form of administration you believe 
woulcl most likely get the U 1ited States top technical brains to work 
on this job? 

·~fr. BATT. Insofar a ~ the American side is concerned, there is not 
any fundamental. difference between Brooking.. and .1. 

1 P A. I took 
exception to the remedy \Vhich I understand from the nPwspnpC'r 
is being suggested on the Senate side as to the complete separation 
of authority in the foreign field. I do not think that will work. 
Now, if your question is what kind of men can you get, under what 
conditions can you get good men down here to do this job, then my 
answer is as in this piece of paper, that you would not get thC'm down 
under the civil-service system and you would n0t get them down if th y 
have to separate themf"elve from private entC'rprise complC'tely and 
come on to the Government salary alone. Now, I havC' long hcliev<•d 
that there ''as plenty of room in these emergency jobs for 1nen who 
will take a leave from their companies, con1e down her(', taln· n, salary 
out of the Governm ent, but let their companies pay the difl'crencC', if 
you please, or carry the exi ting salary. I know there wer diHerC'nccs 
of opinion on that matter. One agency I have in mind i11 iRtPd on 
their men taking a salary, and the company making up th dif 'crC'nCP. 
That is what the British did in wartime. That is all rio-ht. I think 
it is just as well that the man should take a forn1al leav \ fro1n his 
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company during the period that he is down here, although he ought 
to be protected against the loss of seniority, pension, and other rights 
when he does that. 

Does that answer your question? 
Mr. JAVITS. It does, and I would like to ask one more question: 

Did you find any great difficulty in diversity of loyalties between 
working for the Government and the interests of any company a man 
came from? 

Mr. BATT. No. 
Mr. JAVITS. In those cases? 
Mr. BATT. Generally speaking, these men leaned over backward 

to avoid any possible entanglement of their own private business. 
I know my own associates said, "We are much worse off with you down 
in Washington than if you were up here because you would not give 
us a break at all." 
1~1r. JAVITS. Thank you. 
11r. BATT. Thank you. 
Chairman EATON. Thank you for being with us. 
Mr. BATT. Thank you very much, gentlemen. 
Chairman EATON. The next witness is Mr. Frazer A. Bailey, 

president, National Federation of American Shipping, Inc. I am 
asking Mr. Maloney if he will take the chair. 

Acting Chairman MALONEY. 1\1r. Bailey, we are glad to have you 
with us. 

STATEMENT OF FRAZER A. BAILEY, PRESIDENT, NATIONAL 
FEDERATION OF AMERICAN SHIPPING, . INC. 

Mr. BAILEY. My name is Frazer Bailey. I am president of the 
National Federation of American Shipping, a federation of four 
steamship associations representing the owners of approximately 70 
percent of privately owned American-flag dry-cargo oceangoing 
steamships. 

I am appearing in connection with the provisions of bill H. R. 4840, 
as they relate to shipping, and more particularly to sections 7 and 8 
thereof, which we understand to be an implementation of the European 
recovery program prepared by the executive branch and forwarded 
to the Congress with the President's message of December 19, 1947. 

We understand the provisions of this bill would, among other things, 
authorize the transfer to the participating Marshall plan nations, 
by sale or charter, some 500 merchant dry-cargo vessels from our 
war-built fleet. We are opposed to this proposal to sacrifice American 
shipping and the American merchant marine as unnecessary to ac
complish the objectives of the bill, and for the reasons which will 
follow: 

The American shipping industry, represented by this federation, is 
in favor of a European r covery program. We favor the giving of 
such aid to the 16 1t1arshall plan nations as will enable thmn to recover 
their economic footing without, however, doing substantial damage 
to our American economy or to any particular American industry. 

We are shipping people. We do not pose as experts on foreign re
lations. We believe, however, that we are qualified to speak on 
shipping, both foreign and domestic, and upon international subjects 
which are embraced within the shipping business. We shall, there-
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fore, confine our remarks to the shipping aspects of the Marshall plan, 
and subjects which are directly related. 

The shipping proposals involved in this plan originated with a com
mittee comprised of the 16 nations which met in Paris for the purpose 
of estimating their requirements and formulating their proposals to 
the United States. This resulted in a report, of Marine Transport of 
the Committee of European Economic Cooperation, dated Paris, 
September 194 7. There were numerous discussions concerning the 
proposals contained in the Paris report but they were always carried 
on at the Government level, and the United States shipping industry, 
or a representative appointed by them, was not brought into these 
discussions or consultations. 

You will recall that the President thereafter appointed a Com
mittee on Foreign Aid, under the chairmanship of the Secretary of 
Commerce, comprised of 19 distinguished citizens, only 1 member of 
which had extensive shipping experience. Its purpose was stated to 
be: 

* * * to advise you (the President) on the limits within which the United 
States might safely and wisely plan to extend economic assistance to foreign 
countries, and on the relation which should exist between such assistance and our 
domestic economy (Secretary Harriman's letter of transmittal of report). 

We shall refer to this committee as the "Harriman rommittee. '' 
Its report was submitted dudng November 1947. B aring in mind 
the purpose for which the President appointed this committee, I 
would like to give two short quotations fro1n its report: 

The United States needs an active merchant marine for national defense and 
we must not create conditions in which that merchant marine cannot survive 
(p. H-6). 

and again, as to the proposal to sell additional ships: 
The limited financial savings are not sufficient to justify the drain on United 

States resources for national defense which such transfers would involve (p. H-8) 

Subsequently, on or about December 19, the President sent to the 
Congress his proposals of the European economic program. Later 
these were suppl mented by additional data entitled "Commodity 
Report, Chapter J." 

It is ... well to 1mderstand just what is involved in the proposal to 
which we object. Five hundred war-built vessels of the size and type 
suggested represent 5,000,000 dead-weight tons of shipping, an anwunt 
equal to one-half of our merchant marine before th ·war and appro,·i
mately one-half of our present privately owned shipping fleet. It is 
also equal to 25 percent of our reserve fleet available \Yhen Cove.rn
ment-owned ships chartered for the carriage of bulk cargoes prilnarily 
to Europe are returned. At that time our active 1nerchant 1narine 
will in all probability have been reduced to the postwar size now 
envisioned by the United States 11aritime Con1mission but not in 
excess of 11,400,000 dead-weight tons. 

Economy is the sole reason suggested in the ERP proposals for 
turning over these ships to foreign control. There have ooen loose 
statements made (schedule J, p. 21) that a saving of some $300,000,000 
would result from the sale of the ships proposed, and that the program 
cost would be further reduced by "many millions" if additional vessels 
were chartered as therein proposed. 

We call your attention to the fact that in all of the data submitted 
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to the Congress concerning the shipping aspects of the ERP, involving 
about 50 pages, only a lump-sum total of such alleged saving has been 
given, and there is not a single factor of computation shown as to how 
these amounts are arrived at, or by which an interested party might 
verify these estimates. And we further point out that there is noth
ing in these reports to show that practical steamship men, com
petent to determine such savings, have computed these estimates. 

On the other hand, the Harriman committee report states that 
"even on the assumption that such transfers were to be outright grants 
in aid," a maximum of only about $300,000,000 of the gross dollar 
freights would be saved. And the Harriman report goes on to show 
that under certain probable conditions there would be further reduc
tions in this amount. We suggest that the reduction from $585,000,000 
in the original proposals, to less than $300,000,000, as shown by 
the Harriman report, justifies dubt as to the reliability of the shipping 
cost estimates contained in the program. . 

We have made a very careful estimate of these costs, based upon 
the individual factors of which they will be composed, and we find 
the saving to be slightly less than $200,000,000. We submit that so 
modest a saving in a program of these proportions, equaling as it does 
slightly more than 1 percent of the aggregate amount, falls far short 
of justifying the damaging results which are certain to follow in both 
the fields of American shipping and of national defense. 

While favoring reasonable economic aid to the participating nations 
as contemplated in this program, all good Americans are anxious that 
this be done with the minimum burden upon the American taxpayer. 
In the turning over of ships to the participating nations, this should 
be carefully analyzed to ascertain whether it is a real economy or 
merely an illusion. It would be a grievous error to save a sum which, 
while substantial, is relatively small compared with the aggregate of 
the Marshall plan, but at the same time to incur long-range costs or 
damages of far greater amount or importance. 

We must remember that for many years we have expended consid
erable sums of money in our efforts to build an adequate merchant 
marine to carry all of our domestic and a reasonable proportion of 
our foreign commerce, and to provide suitable auxiliary ships for 
national defense. In two world wars we have spent an aggregate of 
some $17,000,000,000 in a necessarily desperate and extravagant effort 
to provide the merchant ships needed for defense purposes. vVe have 
not yet obtained that position upon the seas which is commensurate 
with our position as a leading nation in world affairs. Is all of this 
to be brushed aside in consideration of a small reduction in the cost 
of the European recovery program? We should be careful to a void 
being penny-wise and pound-foolish. Such action would not 'consti
tute economy in the true or long-range sense. It would, in fact, be 
the reverse of this policy. 

The volume of relief cargo is admitted to he now approximntcly at 
its peak. A gradual decline in the need of United States ships to 
transport bulk cargoes, to a vanishing point in 1951, is clearly stated 
in the proposals. There arc ample ships in service to tal- arc of the 
present volume, as videnccd by a return to the Maritime Commi sion 
of approximately two ships per day by United States charterers. 

All that is contemplated is th transfer of th so sam hip from 
United States flag, United States manning, and United tatcs manage-
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ment to foreign flag, foreign manning, and foreign management. It is 
unthinkable that 500 additional ships would be withdrawn from our 
present reserve fleet and placed in operation by these participating 
nations only to force, as they inevitably would, 500 other American 
ships out of business and into lay-up status. 

Both United States and foreign vessels transporting recovery car
goes compete for the business at world market rates and charge the 
same level of freight rates for their services. As the ERP program 
provides that we shall supply dollar credits to cover transportation 
as 'veil as the con1modities, the gross cost will be the same whether 
transported upon a United States ship or a foreign vessel. The only 
possible saving is in the lower operating cost of the foreign ship due to 
the employment of cheap foreign crews, food and repairs, and in the 
use of foreign currency. The total aggregate of all of these items for 
the amount of ship service required, using the estimates of tonnage 
and time set forth in the proposals, has been carefully estimated by us 
to be slightly less than $200,000,000. 'V e hear of no suggestion to similarly economize in other phases of 
the Marshall plan through the use of cheap foreign labor. There is 
to be no effort to reduce the c-ost of wheat, coal, or other commodities, 
or of their transportation to seaboard, by the use of cheap foreign 
labor. We are strongly opposed to the application of this principle, 
but if it must be availed of, it should have universal application. 

We are opposed to the transfer of 500 vessels to the participating 
nations upon other grounds: First, using the figures which have been 
forwarded to the Congress as a part of the program, we find that the 
fleets of the partic.ipating nations, considering their shipbuilding pro
grams, have been restored to a level in excess of their 1938 capacities. 
We suggest that there is no justification for endangering our merchant 
marine by lifting the competitive position of the 16 nations above 
that occupied in 1938. At that time, 've were transporting less than 
30 percent of our own imports and exports. 

Chapter J (appendix B), which has been submitted to you in support 
of the program, shows the total merchant fleets of the participating 
nations in 1938 amounting to some 46,000,000 dead-weight tons; that 
at the end of 1947 their fleets aggregated 43,000,000 dead-weight tons 
with 4.5 million tons actually under construction-a total of 47.5, or 
1.5 million tons in excess of their prewar level. But this is not all. 
They have stated to you that these nations have a building program 
of 15.7 million tons and that when this is completed they expect to 
have an. aggregate of merchant fleets in 1951 of 53.6 million, approxi
mately 7.5 million tons in excess of the capacity of their combined 
1938 fleets. This is after making allowance for the retirement of 
over-age vessels in the amount of almost 4,000,000 tons during that 
period which we consider excessive and which they say is "heavy." 
When cargoes are offering freely, it is not the habit of shipowners to 
engage in such heavy retirements. This usually occurs when com
petitive conditions are severe and older tonnage must make way for 
more modern and efficient ships. The average fleet age of the vessels 
of the participating nations is the same in 1947 as it was in 1938. We 
believe that a substantial majority of these vessels will be found in 
operation when 1951 comes around. 

Under these circumstances, we suggest that the transfer of additional 
ships, which must cause a further deterioration in our maritime 

I 
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position and in our ability to serve our military as an arm of national 
defense, cannot be justified. 

Schedule J lays emphasis upon the ·war losses of these 16 countries 
and the fact that their share of the v:orld fleet has been greatly 
reduced thereby. The complete answer is that, using their own figures, 
in 1951 these 16 nations will possess 8 percent more of the world 
tonnage than was the case in 1938. 

Schedule·J also states that the tonnage of passenger ships estimated 
for the participating nations in 1951 is 300,000 tons below the pre
war figure. Accepting their figures, the reduction is less than 14 
percent. Mean·while, the United States has suffered a reduction of 
69 percent in the number of passenger vessels and 64 percent in the 
gross tonnage of passenger vessels. These European countries are 
building a large number of fine passenger ships. There is no such 
construction for private account in the United States, and only one 
vessel by the }vfaritime Commission begun before the end of the war. 

Suggestions are made in the proposals before you that turning over 
additional war-built vessels to the participating nations should be 
in consideration of the curtailment of their shipbuilding programs. 
However, the latest proposal contained in schedule J says: 

It is not suggested that shipbuilding now under way should be stopped, but it 
is thought that a portion of the projected building could be deferred until the 
emergency is over. 

Please bear in mind that schedule J-11 shows 4.5 million tons ac
tually under construction and contracts signed for an additional 
5,000,000 tons. 

We have reliable information that a proposal to defer such foreign 
shipbuilding has been advanced by the United States and definitely 
rejected. 

This is supported by the figures submitted to you in the Paris Re
port Table 3 that a.t mid-1947 the fleets of the participating nations 
contained 1.4 million dead-weight tons more ships of 5,000 gross tons 
and over than in 1938, while at the same date their fleets were 8.4 
million dead-weight tons short of ships belo·w this size. The signifi
cance is that we have no small or special-type vessels to replace their 
losses of ships of less than 5,000 gross tons. A dispatch from The 
Hague, Netherlands, dated January 25, 1948, gives confirmation. It 
contains this statement: 

The Netherlands yards are turning out a large number of coastal and river craft 
for European service that cannot otherwise be replaced, in addition to special 
types of seagoing vessels bearing no resemblance to Liberty ships offered by the 
United States as a substitute. 

And the report continues that the Netherlands yards have con
tracted for 454,000 gross tons, of which approxi1nately 40 percent are 
stated to be for foreign buyers. 

Let us see what happens. The dispatch continues: 
The Nether lands is bartering ships for Polish coal, French phosphates, Argentine 

grain, Yugoslav corn, and Finnish timber. 

There can, of course, be no objection to the Netherland operating 
its economy as best suits a need which is unquestionably presRing. 
We suggest, however, your committee may wish to con id r whether 
we should put a substantial numb r of American hip. in the hands of 
European governments even though they are pres ntly pa.rticipating 

69082-48--7 4 
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nations in the 11arshall plan, which may replace other vessels bartered 
to willing or unwilling atellites of a different economy and philosophy. 
From tl e standpoint ot national security, we question the wisdom of 
even turning over ships to 1'1arshall-plan nations with governments of 
questionable stability. 

We are a·tv·are that the program suggests what is termed "charter
ing," and that uncler it there would normally be the expectation that 
the vessels will be returned. We find no one in the shipping industry 
\vho believes this \\Tould eventuate. We cannot escape the memory 
of what 1 as happened to 95 ships delivered to Russia under lend-lease 
when she was our ally, and we would have great concern, not only 
about the return to the United States of the vessels transferred under 
charter, but also the possible use of th(lse ships, or other ships for 
·which they may substitute, in the hands of an unfriendly nation. 

vVe are also a\vare that Russia is at long last negotiating to pur
chase these v ssels \Vith the exception of seven tankers and one 
ex-Italian stean1ship. Whether such an arrangement can be con
summated and upon equitable terms is uncertain, as are all negotia
tion and dealings with our former ally. 

The question of transferring one-quarter of our reserve fleet under 
this program appears to raise serious questions of national defense 
importance. The shipping industry does not pose as an expert on 
military affairs. In two World Wars, however, it has been called 
upon to render in1portant auxiliary and logistical support to our 
military forces. 

Experience has taught us the need of merchant ships for this 
purpose. In an emergency and at its first impact a fleet of such ships 
already manned and in active service has always been required. 
According to the Report of the President's Advisory Committee on 
the Merchant 11arine-Keller Report-the Navy has stated its 
n1inimum requirement as a fleet of 11,400,000 dead weight tons. The 
present privately owned American merchant marine is somewhat 
short of that capacity. 

From the initial stages and until our shipyards begin deliveries in 
volume, there will be required a reserve fleet from which may be 
withdrawn ships to replace casualties, transport essential civilian 
requirements, \Var and strategic materials, and build up the sup
porting force of our military. This period has been variously esti
mated at from 12 to 18 months. 

\Vhile not of the most modern type, nor of the fastest speed, the 
remaining vessels of our \Var-built fleet can perform an extreinely 
valuable s.ervice in supplying ocean transportation and logistical 
support for our military forces. We suggest there should not only be 
a determination as to the proper size of such a reserve fleet, but the 
Maritime Commission should be supplied annually with funds and 
mandated to carefully preserve them. It \Vould be a grave circum
stance indeed were \Ye to find that there was imperative need of u h 
a reserve for national defense but that a quarter of these ships had 
been turned over to foreign countries to effect a small economy in 
the European recovery program. 

Now let us examine the urgency of need for these vess .ls by th 
Niarshall-plan nations. As I have said, the program has been sug
gested to you primarily, if not exclusively, upon the grounds of a 
relatively small saving in the over-all Marshall plan. 
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Schedule J, submitted to you by the executive branch, contains 
this statement: 

It can be indicated what each country has in the way of shipping resources but 
there is no way of determining where and tQ what extent these resources will be 
applied. 

The inference is that ·whatever tonnage is available, or is made 
available, may be used in world trading. There is no suggestion that 
they must be confined to the transportation of relief cargoes to the 
unfortunate countries, or, if they are, they will not release other ton
nage of these same nations to engage in more lucrative trades. 

This is borne out by a statement in Schedule J, which says: 
The objectives of the recovery plan, therefore, will best be served if ships arP 

left free to trade wherever cargo offers. 

The records of the Maritime Commission show that on certain 
routes, extraneous to their national commerce, ships of these nations 
furnish a substantial part of the service, and that on at least four 
important trade routes from United States ports, to ports of other 
parts of the world, they are currently supplying more than one-half 
of the sailings and more than one-half of the ship tonnage. 

In view of such employment of their own ships, the urgency of their 
need for additional United States ships to transport ERP cargo is 
subject to review. 

The great majority .of cargo tonnage to be moved to Europe under 
the recovery plan is made up of coal and grain which will move in 
bulk-cargo vessels. Our war-built Liberty ships are admirably 
adapted to this type of transportation. The latest figures released 
by the State Department show that the United States-flag bulk
cargo fleet in this trade is expected to decrease from 6.3 million dead
weight tons in 1948, to 3.2 million dead-weight tons in 1949, 1.7 million 
tons in 1950, and zero in 1951. The number of seamen en1ployed on 
these ships will likewise decline from something more t ban 25,000 in 
1948 to none in 1951. We suggest that this is not a very generous 
proposal to be put forward in behalf of the nations who are receiving 
aid from the United States. And we suggest that it is not a fair and 
equitable manner in ·which to deal with American shipping, which has 
carried the burden in both wartime operatious and in tbe recovery 
program up to this date. 

\Vhen the bill on interim European relief was before the Senate on 
November 24, 194 7, debate occurred which clearly indicated the 
intention that fair and equitable treatment be given to American ship
ping in the transportation of relief cargoes. 

Senator Vandenberg said: 
I have no objection to stating categorically my hope and expectation that 

American bottoms will be used in the transportation of relief commodities to 
the maximum practicable degree. 

and again: 
The whole purpose and impulse will be to use American bottoms to the utmost 

practicable degree. But we are dealing with emergencies and we shall not be 
able to tie ourselves down to specifications in connection with them. 

The point at issue at that time was whether an amcndn1cni should 
be included in the interim European reli f bill to provide for a sp cific 
participation by American ships in the relief cargo to move und r that 
program. In response to urging by Senator Magnuson that American 
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ships be protected as to participation in this business, Senator Van
denberg replied: 

I think the point rai ed by the able Senator from \Va hington is highly per
tinent in connection with the long-range program. 

On November 25, Senator White, in discussing this same legislation, 
said: 

\\T e still stand for and still favor the largest practicable use of private hipping 
enterprises in the meeting of this problem. 

In debating bill H. R. 4604 covering interim European aid in the 
House of Representatives on December 4, Representative Willis 
Bradley, of California, made the following statement: 

I can appreciate that in thi topgap aid program it i hardly practicable to 
delay shipment, . o a to set forth any pecific percentage or quotas which mu t 
be carried in American ships, but I believe that that recognition hould not in any 
way dim the fact that the record of thi debate should how the belief by at least 
some Member. of the Hou e that American ships should recE>ive their just share of 
cargoes sent by this Government. 

Bill H. R. 4840 before this committee covers the long-range program. 
\Yithout going into further quotations from debate, we submit that 
the record is clear that at least certain Members of Congre s in both 
the House and Senate int nded that American shipping should be 
protected in a fair and just participation in these relief cargoes, and 
we respectfully sugg st that there should be incorporated in the bill 
an amendment which 'vill insure that the Government agencies ad
ministering the act carry out this intent. We will be very happy to 
submit, if it is the wi h of your committee, an amendment designed 
to have thi effect. 

\Vhile we are giving aid to our unfortunate European friends at 
considerable risk to our own economy, let not our ben valence exc) cl 
rea onable bounds. Sacrifices \\'ill undoubtedly have to be made by 
all segment of American industry and labor. It should, however, 
be the generous act of the whole American people. 

Vv-r e favor a l\Iarshall plan to aid these European nations to recover 
their economic footing. We ubmit that conditions do not ju tify r 
require the trans£ r of 25 percent of our reserve fleet in order to a -
complish this purpose. We do not believe that the econo1nic burden 
of the progran1 should fall heavily upon any individual in ustry. W 
very respectfully urge the committee not to agree to that portion of 
the 11arshall plan which would cripple our n1erchant n1arin and 
in1pede our national defense. 

Acting Chairman 11ALO ... ~EY. ~lr. Bailey, you hav sub1nitt d a 
very persuasive argum nt in your stat ment. 

11r. Vorys, do you have any questions? 
:\lr. VoRYS. Yes. You say you repros nt 70 percent of the privately 

owned shipping of th "Cnited tates? 
11r. BAILEY. Dry-cargo shipping; yes. 
1lr. VoRYS. Would wet cargo be tankers? 
1lr. BAILEY. Tank rs, yes. W c represent a numb r of tank rs in 

addition, but it do s not amount to 70 perc nt of the tank r . 
:\lr. VoRY . What p rcent of th chart r d hip do you rcpr nt? 
l\1r. BAILEY. W do not take the chart r d hips into account. 

They are Government-owned. We arc ship own rs. We represent 
70 percent of the owners of ships. 
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?\Ir. VoRYS. What percentage of the ships riow carrying freight are 
An1erican ships; what percentage are Government-o\vned and what 
percentage are chartered? 

Mr. BAILEY. The Government-owned shins are chartered. I 
assume the question is, What ' percentage are privately ovvned ships 
and what are Government ships that are chartered? 

Mr. VoRYs. Yes. 
Acting Chairman MALONEY. Is that dry cargo? 
Mr. VoRYS. That \viii be some figure that I could understand. 
Mr. BAILEY. The tankers are not subject to charter, so we can 

eliminate tankers. The entire privately owned fleet today is about 
11,000,000 tons, and that includes tankers. I cannot separate the 
tankers out of that for you at the moment. There are just about 
11,000,000 tons of Government-owned ships under charter to American 
operators. 

Mr. VoRYS. Is it about 50-50? 
Mr·. BAILEY. If you include the tankers with the privately owned 

fleet. There are no tankers in the chartered government fleet. 
l\1r. VoRYS. What is the cost in appropriations or subsidies, and 

so forth, for that shipping? 
l\1r. BAILEY. Of course, the chartered ships are operated by paying 

the charter hire to the Government. Under a charter party under 
which the Government recaptures a part of the earnings, that is. 
The subsidies are practically suspended now, and have been since 
tha war. For the period since 1938, when the Act began, the net 
amount of subsidies paid for operations was about $3,500,000 a year, 
after recapture. 

Mr. VoRYS. What does "recapture" mean? 
Mr. BAILEY. The subsidy contracts provided that there will be 

paid as an operating differential as well as it may be measured the 
difference between the operating cost of the American ship and the 
operating cost of an equal foreign ship. After the American operator 
has made 10 percent on capital en1ployed in the business, half of 
the remaining earnings, if any, will be recaptured by the Govern
ment and credited against the subsidy payments. After those 
recaptures have been credited back the net amount of payment for 
subsidy purposes for American ships in these trades has amounted to 
about $3,500,000 a year. 

Mr. VoRYS. Do you mean to say that except for $3,500,000 a year 
there is no payment by the An1erican Government directly or indi
rectly to American merchant shipping to make up the differential 
between the cost of American and other ships? 

1\-Ir. BAILEY. For operation. There is a constructive diiicrential, 
as you recall. You were talking about Op('ration? 

Nlr. VoRYS. I do not want to bore the other In01nbcrs of the com
mittee, but I am green on this. I understand we n1ake very sub
stantial appropriations for our merchant n1arine, and I do not know 
whether it goes into the construction or operation, or what. But I 
want to know what the total is. 

Acting Chairman MALONEY. I understand that there is a substan
tial subsidy, and as Mr. Bailey has pointed· out it i going to cost the 
Government at least $3,.500,000 per yNtr if we hold iht' ships in our 
private enterprise here. Now, where is that $:3,500,000 rnadc up? 
I think that would probably answer your qtH'Rtion, would it not? 
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Mr. VoRYS. \f\;-r ell, I thought we were talking about two different 
things. He said what he estimated as $200,000,000 would be made 
up due to the employment of cheap foreign crews, food, repairs, the 
use of foreign currency, lower operating cost of the foreign ships, and 
that the difference would be $200,000,000. · But if it is only the sub
sidy, as to the question I asked him, he says if it only amounts to 
$3,500,000 per year since 1936 and nothing during the war, then the 
difference would be nothing. 

Acting Chairman MALONEY. Why would there be that $200,000,000? 
Mr. BAILEY. The $200,000,000 we are speaking of here is entirely 

separate from any subsidy operation. This $200,000,000 is where 
these particular ships which would not come under subsidy contracts 
are operated by Americans with Ameri.can crews. But, of course, 
we would have to supply $200,000,000 more credit for the payment 
of ocean transportation under the Marshall plan than we would if 
we turned those ships over to the participating nations. They took 
them and put them under foreign management with foreign crews, 
repaired them in foreign shipyards, and furnished the meals on them 
that the foreign crews are accustomed to. The difference would be 
$200,000,000 more credits to the l\farshall plan, dollar credits, we 
would have to supply. Now, the subsidy operation is something 
entirely different, and these ships would not be involved in the sub
sidy contracts at all. I would be very happy to supply for the record, 
the complete subsidy payments. There are three phases: Tax saving, 
constructive differential, and an operating differential. Those are the 
three phases. 

11r. VoRYS. Could you just say offhand what those are per year, or 
some way or other? 

~fr. BAILEY. Since the 1936 act, $226,000,000 has been paid to 
offset the difference in building ships in American shipyards for these 
subsidy operations, as against building them in foreign shipyards. 
That we contend is a shipbuilding subsidy. 

The tax saving I cannot give you, but it is probably someviThere in 
the neighborhood of $50,000,000. That is over the entire period. 
The net amount of the operating differential, after recapture, is some 
$20,000,000 since 1936. 

l\fr. VoRYS. Where is the $17,000,000,000 that you mentioned we 
have spent? Who has those ships now? 

• fr. BAILEY. These are the ships. It cost the Government to build 
the wartime fleet almost $15,000,000,000 this time. We spent about 
$3,000,000,000 in the first war and about $14,000,000,000, something, 
in this war, in building these emergency fleets. These are the ships. 
We still have something over 4,000 of them in Government possession. 
We have sold 1,750, so 1,089 to foreign buyers, and 661 to American 
buvers makes the difference. Out of that fleet we still have about 
2,000 or 2,400 of them left. That was the wartime construction 
vessels for national defense purposes. 

Mr. VoRYS. It is out of that 4,000 that the 500 ships are to be 
withdrawn; is that right? 

~1r. BAILEY. The 4,000 has been reduced to a little over 2,000 ships 
that are suitable for transocean and ov rseas service. You take 500 
out of that and it would leave 1,500, or you are taking away 25 percent 
of the 2,000 ships ·which the President's Advisory Committe found 
would be available at the end of the recovery program. 
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Mr. VbRYS. But if we are supposed to have a merchant marine 
reserve of around 11,000,000 tons. I believe you saicl--

Mr. BAILEY. It is a complicated subject, 11"r. Vorys: 11,400,000 
tons is estimated by the Maritime Comn1ission to be our active fleet, 
the fleet which would be in active operation at the end of the recoYery 
program. No ~. that has to be separated completely from the reserve 
fleet, which the Keller report says ''ltill be about 20,000,000 tons as a 
reserve fleet. 

:\1r. VoRYS. I thought you mentioned at one place that the recom-
mended reserve-on page 11, you say: · 

In the Keller report the Navy has stated its minimum requirement as a fleet of 
11,400,000 dead-weight tons. 

~1r. BAILEY. That is right. 
Mr. VoRYS. "The present privately owned merchant manne is 

somewhat short of that capacity." But you have stated to me earli r 
that we have about that sarne amount, around 11,000,000 tons of 
Government-owned ships which are now under charter. 

11r. BAILEY. 'fhose will go back to the reserve fieri at the end of 
the recovery program if we do not clutrter or sell thPnl abroad. If I 
may just very briefly say, the national defense asp eis of this take on 
this picture: At the impact of an emergency you require rrn active 
fleet in operation, fully manned, to meet the impact. You then 
require over a period of 12 or 18 months a large reserve fleet to n1ake 
up your deficiency for casualties, to carry the war materials, supplies, 
transportation, and take care of your necessary domestic economy 
until your shipyards begin to deliver ships in volume from new produc
tion. That is what the 2,000 ships would be for. Assuming them to 
all be 10,000-ton ships, you would need 1,140 of those im1nediately 
in use at the impact of an emergency. Then you have 2,000 other 
ships. That is, if we keep them all. You need then1 to tide you over 
from the impact, to make up your war losses, transport ncce ary for 
domestic cargoes, war materials, to bring in strategic material until 
such time as the shipyards begin to deliver ships in volu1nc. Tow, 
that would be a period of 12 or 18 months. 

You recall that when the war ended the I\Iaritin1e Commission had 
under its eontrol some 4,500 ships in addition to about a thou and 
they had turned over to the Army and Navy for op<'ra tion. So that 
a war requires a very large number. The impact of th fleet will only 
a stop-gap operation. 

~Ir. VoRYS. Now, you say thai economy is the sole reason. That 
would be a very good reason for doing or not dojng anything in con
nection with the Marshall plan. If we can get the e countries to 
haul this material we are giving them, that would be a measure of 
economy. I thought that our shipping required a GoYernn1ent 
subsidy of a substantial amount in order for us to make the world 
market rates for shipping costs. Now. am I wrong about thai? 

11r. BAILEY. Those vessels arc meeting the world market rate now 
without any subsidy. Over your established cs ential trade routes 
where you arc on a regular schedule y a.r-round, in and out of a on, 
good and light season, you have to hav a subsidiz d op rati nov r a 
long period in order to meet the cost of maintaining s ·rvic . Today 
those ships arc running alongside foreign ship ' ithou t any Go V<'rn
m nt aid whatsoever. ln faet, th l\tl ari.tim<.' has rPcupLurrd from 
their earnings a large nun1b r of millions of dollar over the la t 12 
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months. Those ships have no subsidies whatever. The bulk-cargo 
carriers that are transporting grain and coal to Europe are meeting 
the world market price today. Now, they will be retired, and they 
are being retired from that service, as fast as the foreign fleets are 
increased, and as fast as the tonnage diminishes because they cannot 
meet on a strictly cash basis the operation of the foreign ships. They 
are taking up the slack. They are the marginal operation. But they 
can continue in that operation for a period of some years while 
the foreign government fleets are expanding, and as the cargo is 
diminishing. 

Mr. VoRYS. Are our Liberty ships efficient ships for use in this 
operation? 

1-Ir. BAILEY. For the carriage of this kind of cargo they are very 
acceptable ships. They are not liner service vessels. They are bulk
carrying vessels. They were built for war purposes. They carry coal 
and grain. They are very fine ships for that purpose. 

l\1r. VoRYS. But these ships that are to be chartered or turned over 
to the other governments are now in reserve. They are not in use at 
all? 

Mr. BAILEY. No, they are in operation now. That is what I said. 
We have ships in the reserve fleet, but, of course, no one is going to 
pull ships out of the reserve fleet and man them with forei~ crews 
and put them under a foreign flag to take the business which the 
American ships are now carrying, because the sole result would be 
to force those ships back into lay up in replacement. So what will 
happen is, we can only turn over to foreign operations the ships we 
presently have under the American flag. 

l\Ir. VoRYS. Now, the whole essence of the Marshall plan is that 
we help these countries to help themselves. 

::\Ir. BAILEY. That is quite right. We favor that. 
::\Ir. v.,. ORYS. You favor that except as it hurts your business. 
1-Ir. BAILEY. We favor that up to the point where they were re

turned to their 1938 position. When that happens we do not think it 
necessary to increase our competitors' position or capacities. 

~Ir. , ... ORYS. But a number of these countries have exceeded their 
1938 exports, for instance, but, take Britain, she has increased above 
her 1938 exports and because of her present condition has to incr a e 
then1 still greater. \There they want to s ll th ir material and their 
con1modities is here. That means that in many instance they will b 
competing 'vith our businesses. But we are told that the :\In.r hall 
plan contemplates that we help thos countries to get back on their f t 
and manufacture articles, and for that purpose we are going to s nd 
them industrial supplies. They will have equipment for factori s. 
"\Ve could make the material here and send it to them. That would 
create business for American industry. But we are deliberately going 
to create possible comp tition for American industry over there. \V e 
are to ship them fertilizer and farm machinery to rais fo dover ther 
even though that take busine s away fro1n American fanner . 

V\nen it comes to hipping, the proposal i that "~e fix up an arrang -
ment here to let them haul orne of their own n1atcrial, c n thouo·h 
that takes away busine s from American shipping. It ha s In u to 
me, knowing as little about it a I do, that if we can pare th hips 
that is a good thing, thn t it is a whole lot better for us to ay, "H r is 
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the stuff on our side of the ocean. You take it a·way," than for us to 
haul it over and give it to them. 

Mr. BAILEY. No; I think the position we take is different from that. 
I think that as far as we are concerned, and I think it is a sound posi
tion, that if we get these countries to the position they occupied before 
the war that is as far as we are supposed to go, and that these gentle
men may then go on fro1n that position to any heights of prosperity 
or good business which their own energy and ingenuity carry them. 
I do not think we are obligated to elevate them further than the posi
tion they occupied before. We are helping them up, and we should 
help them back and say, "There, go ahead." 

I do not feel that the United States should ever occupy the position 
on the seas that it has occupied for the past half century. We do not 
think that a country of our size should be carrying less than 30 percent 
of our own commerce. Now that we have ships, we should try to work 
ourselves back into a position that is somewhat commensurate with 
our importance. There never has been a nation in the world who 
has not lost its strong position on the seas when it lost its merchant 
fleet. 

If we maintain our position in the United Nations, we should carry 
at least half our commerce and maintain the position of the military. 
I do not want to create the impression we are opposed to the l\1arshall 
plan. We do not think the small saving of $200,000,000 in this pro
gram, which is just a little over 1 percent of the total amount, is 
sufficient to justify the long-range damage that will be done to our 
own merchant marine. 

l\1r. VoRYS. \Ve have received a memorandum that s11ggests that 
that saving would be $600,000,000. 

1\lr. BAILEY. Yes, I have seen those. We have worked thr figures 
out Yery carefully. \V e contend we know h(n\ to work tln ·n1 out. 
The sa ' ing ""ill be only $200,000,000. 

They haYc also said they nred 500 shjps for 4 ~"" <' firs , and thrn tlwy 
show you, and it is stated in the Inrmoranduin that th ey nc(·d n:~o for 
the first year, and then :320 for the nrxt yenr, n.nd then 170 for the 
next year, and then nothing for the fnnl yPnr. 1~ ou add nll tho~e np 
and you do not gPt 500 sbip.;;; for 4 years. N O\V, tlH'Y started ofl' v ith 
$585,000,000, and whrn the I-Iarriinan cOJnmittec flni .JH'cl annlyzi11g 
the figures they adn1ittecl it was only $300,000,000. 1 think the 
figures we have su binitt('d to you are n1on' rralistic, as I tried to say 
in the memorandum, there is nothing in the way of the data to show 
how they computed their figures. There is not a singlr iten1 in there 
except the final figure. We arc prepared to sulnnit d 'tailed figures. 

Acting Chnirn1an 1-1ALONEY. Can yon do tlw t'? 
1\lr. BAILEY. \Ve would 1w happy to do thni. 
Acting Chairman l\1ALOKJ<jY. I think we should haY(' tlH'nl, do you 

not, ~Ir. Vorys? 
1\Ir. YonYs. T rP~trrt \VP do not bnY<' a lnq.!,'('l' at tP1HlH1H'(' h<'n' he

cause whilr 1\Ir. l'v1alorwy k1H1WS a lot nbout shipping, yet. I kn ow 
thf'rr are othrr nwn1hers of th<' (·onunitt<'<' thnt all' ns i ~nornnt as I nn1. 
\Vhrrt is IH'eU('d is to hnYP t.he YHl io11 ~wt.!; of l'.· wrt~ ~<'1 t i11(r togd lH'r. 

It seems to me, knowing as little as I do about it, that what w want 
to do is to give them all sorncthing, charter th rn, furnish th rn, nll 
of these old ships that they can u e on thi trnJiic, or any th 'r. But 
at the same time forbid their building with An1crican st el, dir ctly or 
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indirectly, any ships whatsoever. They have to learn to walk before 
they run. They cannot expect us to cut down on steel needed for 
freight cars in this country, and so forth, so as to furnish them steel 
indirectly to build ships, but that ·we will furnish these ships which 
will do the job they need done right now. That would be my own 
feeling as to the way that we ought to go about it. 

n1r. BAILEY. I am afraid I have done a very poor job in trying to 
set these out because as the document shows that y9u have before 
you, they already have 1.4 millions more tonnage of the oceangoing 
size than they had before the war. But they are short over 8,000,000 
tons of small ships and special class ships that \Ve do riot have to 
offer. So we cannot expect them not to build the ships for their 
special services and trades over there. They must go ahead and 
build them as fast as they can. It would not help any to give them 
the large oceangoing ships when they already have a surplus, unless 
we want them to go out in the trades where the American ships cannot 
con1pete on an econon1ic basis and deprive us of the small !participa
tion we already have in the oceangoing service. 

~1r. VoRYS. I understand they are also building oceangoing ships? 
l\Ir. BAILEY. They are, but they are already ahead of the ocean

going ships that they had in 1938 by a million and four hundred 
thousand tons. So giving them ships is not going to help that situa
tion anv. 

~Ir. VoRYS. As I understand, the Committee on the CEEC reported 
that in 1938 they were paying for a quarter of their imports from 
shipping and from ovPrs a ' inYestmcnts which are gone. So that in 
order t ~ ~Pt back t the economy they had in 1938 they have got to 
export n1ore material than they did in 1938. They will export and 
sell and produce dollars in ~~orlcl currencie in xcess of what th 'Y did 
in 1938. 

~Ir. BAILEY. I would just as soon see thmn pay for 550 perc nt of 
their imports \Vith oth r sen.,.ices if they can do it, but not at our 
expense. It does not have to be under a condition that reduces 
America's participation in ocean canJ!ing to less than 30 percent of its 
own commerce. As far as foreign investn1ents go, our position is that 
we do not feel responsible for that. A good dral of the loss of foreign 
investments took place in southeast Asia. We cannot expect in this 
war to make good all of their losses in foreign investments. That is 
a problem those gentlemen have. But as a shipping venture, if we put 
then1 back on the level they occupied in 1938 I thinl~ that our obliga-

.. tion to them has been taken care. of, and from that point on we wish 
them the very best of luck in the world, and we will compet with them 
on an equal basis under xisting laws. \Ve do not feel we should put 
in their hands economic competitive equipment that is going to de
press our opportunities to continue to carry even 30 percent of our 
own commerce, and \Ve wrill not have the national defens fleet w n ed 
in an en1ergency situation if we do that. 

Acting Chairman 11ALONEY. 11r. Bailey, it has been tc tifi d h re 
at another meeting that these 16 countries hav to increase their 
exports by either two-thirds, or even double th 193 exports. Now, 
that is going to require almost double the shipping. 

Mr. BAILEY. These ship are not needed for the carriage of th ir 
exports. These ships are used entirely on their requirem nt for 
shipping these cargoes. 
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Acting Chairman lVIALONEY. How is the interin1 aid being shipped 
now? 

Mr. BAILEY. By American ships and foreign ships in combination. 
The last figures I saw we were carrying about 48 or 49 percent of the 
business, and about two ships a day are being returned to the 11ari
time Commission as fast as the foreign fleets are expanded, and that 
will continue. We are carrying on on an equal-market basis. We 
cannot compete with them on a rate basis. As the rates go down 
they could offer a rate we cannot n1eet, and they will offer it. The 
American ships will be gradually returned. We see no reason now 
to give them 500 more ships to immediately force 500 American ships 
out of business. That is exactly what will happen, even if we have 
to give them $200,000,000 in exchange in order to pay for the cost of 
transportation. 

Acting Chairman MALONEY. That is a problem. 
l\fr. BAILEY. I would be glad to submit any additional data you 

might request. 
Acting Chairman MALONEY. Is there any data you want, :Mr. 

Vorys? I do not know whether we would be able to interpret the 
figures if they were given to us. 

Mr. V ORYS. I think possibly the best thing would be for us to 
study over the data you have already given and compare it, and then 
if we wish further data perhaps you would be kind enough to furnish it. 

1Ir. BAILEY. Your distinguished colleague from southern California, 
Captain Bradley, is an expert on the subject, and I am sure the captain 
could make it clearer to you than I could. 

Acting Chairman 11ALONEY. Mr. Vorys, I have a statement of 
Charles vVill \'Vright, and if there is no objection it will become a part 
of the record. 

l\Ir. VoRYS. That will be done. 
Acting Chairman MALONEY. Thank you very much, 11r. Bailey. 
l\Ir. BAILEY. Thank you very much, . J\Ir. Chairman. 
(The statement of Mr. Charles Will Wright is as follows:) 

STA'l' EMENT OF CHARLES WILL WRIGHT, wASHINGTON, D. c. 
The consensus brought out in the hearings of the Senate Committee on Foreign 

Aid under the chairmanship of Senator Vandenberg, the reports of the House 
Select Committee on Foreign Aid of ·which Congressman Eaton is chairman, and 
in published articles by Winshrop Aldrich, president of the Chase National Bank, 
by William E. Knox, president of vVestinghouse Electric International Co., by 
Congr ssman Everett Dirksen in the February Atlantic l\1onthly, and by many 
others i'; that the safest and most efficient way to build up industrial production 
in Europe and the rest of the world is through private enterprise rat her than 
through local government agencies. The trend in most foreign countries is to
ward the nationalization of industry as oppos d to the more efficiellt operation by 
private ownership and much of the aid given to foreign governments for industrial 
expansion will probably be used for political end . 

According to these articles, private American capital would be available for 
investment in European industrial nterpriS('S provid d guaranties are given that 
their profits can be exported in dollars and that full compensation in dollars will 
be paid in case their interests in an indu try are taken over by th foreign govern
ment. But the question ari. es as to which Gov rnmeni. agency .._ hould give the 
guaranties. Our State Department cannot undertake this and it would be un
wise for the Marshall plan administration to do so partly becaus of th unjust 
propaganda being broadcast about our imp riaHRtic int ntions through the 
Marshall plan. If, however, the International Bank for Hecow:;Lruction and 
Development, the so-called World Bank, were to as ume th guaranty, that 
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would help to eliminate such false criticism and our Government would be only 
indirectlv involved. 

The need for early action is evident and I would suggest to foreign as well as to 
American industrialists interested in building up industrial output in foreign 
countries, through United States financial and technical aid, that they first have 
the foreign government approve the project and agree-

(1) That the American investors' share of the profits is to be paid in dollars. 
(2) That full compensation for the amount of their intere ts is to be paid 

in dollars in case the property or industry is confiscated. 
(3) That the project will not be made inoperative by the imposition of 

discriminatory export tariffs, taxes, or labor regulations. 
The thus approved project agreement should then be presented to the World 

Bank for consideration and eventual indorsement. 
Since the purposes of the World Bank are set out in the articles of agreement at 

page 51 as follows: 
(1) To assist in the reconstruction and development of territories of mem

bers by facilitating the investment of capital for productive purposes, includ
ing the restoration of economies destroyed or disrupted by war, the recon
version of productive facilities to peacetime needs and the encouragement of 
the development of productive facilities in less developed countries. 

(2) To promote private foreign investment by means of guaranties or 
participations in loans and other investments made by private investors; 
and when private capital is not available on reasonable terms, to supple
ment private investment by providing, on suitable conditions, finance for 
productive purposes out of its own capital, funds raised by it and its other 
re ources, 

it seems logical to assume that this bank is empowered to endorse such agreements 
made with foreign government to supply the dollar exchange or that of the other 
member nations for the purpose indicated. 

The ri k to be assumPd by the Bank wot ld be relatively light a it only involves 
the conver. ion of local currencies into dollars inca e the foreign government refu es 
to do so and if a nation once refused to meet its ogligations, the Bank ha~ way~ 
to bring financial pres nre npon them. 

It appear most probable that the irdividual government will be willing to 
make . nch agreements for approved project requiring our dollars and technical 
aid and that American capital will be ready to enter the foreign field if the "orld 
Bank endor e these agreements. 

In vie\Y of the teLdency in mo _t foreign conntrie. to nationalize indu. try and 
their attitude agaill . t foreign control of their natural re ources, the be. t . afe
g 1ard to American investor i. to take a minority intPrest in a foreign industry 
leaving the control in the hand ... of the local inrl.w~trialists who have the political 
contact and can be t prevent undl.'e impo ition of taxes, tariff , and labor regnla
tion. which ·would effect The welfare of the indnstrv. Thu. an American firm 
holding, let us. ay. a one-third intere.~t in a foreign ii1du. try and having an active 
part in th~ wan3.gement would rrob2bl~- fare better than though h hC'ld the con
trolling intere. t. Control by American intere. t of the mines and oil wells in 
many foreign countrie ha. gi\·,-.n the local socialistic-minded politician a propa
ganda weapon which he ha. used effecti ·ely against American imperialism on 
hi. ride to political po\YC'r. 

Another matter of utmost importance to our national economy i, that of 
encouraging a greater output of strategic raw materials from foreign Hources, 
particularly the ferro-alloy mineraL and other in hort upply. Thus far little 
ha been done to add to our tock pile and unle~~. ub~tantial aid i.~ given by way 
of machinery and technical know-how to expand production of the._e mineral::; at 
the foreign mines there will not be much increase in the pre. ent outpnt that will 
be available for export to the Tnited 'tate. for tock piling. An expan.·ion in 
the development and production of these mineral could be encouraged w re our 
Government to make long-term purcha. e contracts directly with the mine ownrrs 
through the ·Metals Re erve Company, or ._orne pecial agency. If thi. could be 
arranged, American firm could then be induced to send their engine rs and 
technicians to aid the mine which need our modern machinP and technical aid. 

American aid to indu trie. in foreign countri ~ could be carried on independ
ently of the 1Iarshall plan through the cooperation between the Amrrican and 
foreign indu triali t on a bu ine s basi provided that the American intcrrst: are 
properly protected. If the World Bank were authorized to cndors indu. trial 
project in which American capital desire to participate, t.his bank could supply 
the ugge ... ted safeguard , and if necessary part of the capital r quirem nt . 
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The carrying out of such a plan for greater industrialization in foreign countries 
and in particular those industries that will give us strategic mineral products
would place the responsibility in the hands of private enterprise and thus be inde, 
pendent of political influence. The administration of the projects would be by 
men ·with the best technical and managerial experience within the country a· well 
as from 
It is important that industrial projects in the European countries be carried out 
in close cooperation and complementary to aid given to these conntries under 
the Marshall plan and that the private industrial projects in which American 
interests participate have the approval of the l\1ar hall plan administration and 
of the State Department. 

The initial step in carrying out this plan is for our Government or the \Yorld 
Bank to inform our industrialists definitely that it will safeguard their foreign 
investments as proposed. vYhen given this guaranty, our industriali ts, whether 
they be producers of metals, fertilizers, building materials, power plants, trans
portation or farm machinery, will begin the preliminary project studie through 
contacts they already have in the foreign field. The local industriali ts, through 
our Foreign Service officers, will be asked to present projects to be forwarded to 
the American industrial firms for consideration. 

In connection with these initial studies there should be a mutual agreement 
that the foreign industrialist will pay the expense of the American technicians in 
local currencies while he is in their country and the American industriali twill do 
likewise in case the foreign technicians come to America. 

Efficient industrial output cannot be made through government agencies and 
the sooner our Government realizes the necessity to build up production abroad 
through private enterprise the sooner will Europe and the rest of the world over
come their need for American relief. 

Acting Chairman MALONEY. We will now adjourn. 
(Whereupon, at 4:35 p. m., the con1mittee adjourned.) 
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