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EUROPEAN RECOVERY PROGRAM

THURSDAY, JANUARY 8, 1948

UNITED STATES SENATE,
Commrirree oN ForeieN ReraTions,
Washington, D. C.

The committee met, pursuant to call, at 10 a. m., in room 318, Senate
Office Building, Senator Arthur H. Vandenberg (chairman) pre-
siding.

Present : Senators Vandenberg (chairman), Capper, \Vlley, Smith,
Hickenlooper, Lodge, (onnally George, Thomas of Utah, mkley,
and Hatch.

Also present: Senators Lucas, Millikin, and Baldwin; Hon. Lewis
W. Douglas, Ambassador to Great Britain.

The Craairman. The committee will come to order.

The committee has before it the proposed legislation for European
recovery. The first witness will be the Secretary of State, Mr. Mar-
shall. Mr. Secretary, will you take the stand?

Mr. Secretary, we will be very glad to have you proceed in your
own way to present this subject.

STATEMENT OF HON. GEORGE C. MARSHALL, SECRETARY OF STATE

Secretary MarsmarnL. On December 19 the President placed before
you the recommendations of the executive branch of the Government
for a program of United States assistance to uropean economic re-
covery.

This program will cost our country billions of dollars. It will im-
pose a burden on the American taxpayer. It will require sacrifices
today in order that we may enjoy security and peace tomorrew.
Should the Congress approve the program for European recovery, as
I urgently recommend, we Americans will have made a historic deci-
sion of our pCdC(‘tlI]lG history.

A nation in which the voice of its people directs the conduct of its
affairs cannot embark on an undertaking of such magnitude and sig-
nificance for light or purely sentimental reasons. Decisions of this
importance are “dictated by the highest considerations of national in-
terest. There are none higher, I am sure, than the establishment of
enduring peace and the maintenance of true freedom for the indi-
vidual. In the deliberations of the coming weeks I ask that the Euro-
pean recovery program be judged in these terms and on this basis.

As the Secretary of State and as the initial representative of the
executive branch of the Government in the presentation of the pro-
gram to your commltteo I will first outline my convictions as to the
extent and manner in which American interests are involved in Euro-

pean recovery.
1
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o EUROPEAN RECOVERY PROGRAM

Without the reestablishment of economic health and vigor in the
free countries of Europe, without the restoration of their social and
political strength necessarily associated with economic recuperation,
the prospect for the American people, and for free people everywhere,
to find peace with justice and well- bemg and security for themselves
and their children will be gravely prejudiced.

So long as hunger, povelty, desperation, and resulting chaos
tln eaten the great concentmtlons of people in western Europe—some

270,000, 000—there will steadily develop social unease and political
confusion on every side. Left to their own resources there will be,
I believe, no escape from economic distress so intense, social discon-
tents so violent, political confusion so widespread, and hopes of the
future so shattered that the historic base of western civilization, of
which we are by belief and inheritance an integral part, will take on
a new form in the image of the tyranny that we fought to destroy in
Germany. The vacuum which the war created in western Europe will
be filled by the forces of which wars are made. Our national security
will be seriously threatened. We shall in effect live in an armed

camp, regulated and controlled. But if we furnish effective aid to
support the now visible reviving hope of Europe, the prospect should
speedily change. The foundation of political v1tahty 1s economic re-
covery. Durable peace requires the restoration of western European
vitality.

We have engaged in a great war. We poured out our resources to
win that war. We fou(rht it to make real peace possible. Though
the war has ended the peace has not commenced. We must not fail
to complete that which we commenced.

The peoples of western Europe have demonstrated their will to
achieve a genuine recovery by entering into a great cooperative effort.
Within the limits of their resources thev for mallv undertake to estab-
lish the basis for the peace which we all seek, but they cannot succeed
without American assistance. Dollars will not save the world, but the
world today cannot be saved without dollars.

The Paris Report of the Committee of European Economic Coopera-
tion was a notable achievement. For the first time in modern history
representatives of 16 nations collectively disclosed their internal
economic conditions and frailties and undertook, subject to stated
conditions, to do certain things for the mutual benefit of all. The com-
mitments each made to the other, if faithfully observed, will produce
in western Europe a far more integrated economic system than any
in previous history

The report revealed the measure of outside assistance which in their
judement would be necessary to effect a lasting recovery of the partic-
ipating nations. The executive branch, with help and advice from
a great many sources, has developed from this report a program of
American aid to Europe which gives substantial promise of achieving
the goal of genuine recovery. The program is not one of a series of
mecemef\l relief measures. T ask that yvou note this difference, and
lkeep it in mind throughout our explanations. The difference is abso-
lutely vital.

I believe that this measure has received as concentrated study as
has ever gone into the preparation of any proposal made to the Con-
ogress. The best minds in numerous related fields have worked for
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EUROPEAN RECOVERY PROGRAM 3

months on this vast and complicated subject. In addition, the best
economic and political brains of 16 European nations have given us
in an amazingly short time their analyses and conclusions.

The problem we face is enormously complex. It affects not only
our country and Europe, but almost every other part of the globe.

We wish to present to you in the simplest possible way a full expla-
nation of the executive branch recommendations for aid to Europe.
Our presentation will entail the appearance of high officials from
the agencies of the Government intimately concerned. Others will
give you more detailed information on the many factors to be con-
sidered.

I will confine my remarks to the three basic questions involved:
First, “Why does Europe need help?” Second, “How much help is
needed ?” And third, “How should help be mven’ 7

The “why”: Europe is still emerging from ‘the devastation and dis-
location of the most destructive war in history. Within its own re-
sources Europe cannot achieve within a reasonable time economic sta-
bility. The war more or less destroyed the mechanism whereby
Europe supported itself in the past and the initial rebuilding of that
mechanism requires outside assistance under existing circ umstances.

The western European participating countries, with a present popu-
lation almost twice our own, constitute an 1ntel(1ependent area con-
taining some of the most highly industrialized nations of the world.
As a group, they are one of the two major workshops of the world.
Production has become more and more specialized, and depends in
large part on the processing of raw materials, largely imported from
abroad, into finished goods and the furnishing of services to other
areas. These goods and services have been sold thr oughout the world
and the ploceedb therefrom paid for the necessary nnpmts

The war smashed the vast and delicate mechanism by which Euro-
pean countries made their living. It was the war which destroyed
coal mines and deprived the \\'01l\slmp of sufficient mechanical energy.
It was the war which destroyed steel mills and thus cut down the
workshop’s material for fabrication. It was the war which destroyed
transportation lines and equipment and thus made the ability to move
goods and people 111(1(lequate It was the war which destroyed live-
stock her ds, made fertilizers unobtainable and thus reduced soil fer-
tility. It was the war which destroyed merchant fleets and thus cut
off accustomed income from carrying the world’s goods. It was the
war which destroyed or caused the loss of so much of foreign invest-
ments and the income which it has produced. It was the war which
bled inventories and working capital out of existence. It was the
war which shattered business relationships and markets and the
sources of raw materials. The war disrupted the flow of vital raw
materials from southeast Asia, thereby breaking the pattern of multi-
lateral trade which formerly pl()Vl(le(l dlloctlv or indirectly, large
dollar earnings for western Iurope. In the postwar period artificial
and forcible reorientation to the Soviet Union of eastern European
trade has deprived western Europe of sources of foodstuff and raw
material from that area. Here and there the present European
situation has been aggravated by unsound or destructive policies pur-
sued in one or another country, but the basic dislocations find their
source directly in the war.
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4 EUROPEAN RECOVERY PROGRAM

The 1nab111ty of the European workshop to get food and raw ma-
terials required to produce the exports necessary to get the pur chasing
power for food and raw materials is the worst of the many vicious
circles that beset the European peoples. Notwithstanding the fact
that industrial output, except in western Germany, has almost re-
gained its prewar volume, under the changed conditions this is not
ll@dl]V enough. The loss of European investments abroad, the de-
struction of merchant fleets, and the disappearance of other sources of
income, together with increases in populations to be sustained, make
necessary an increase in production far above prewar levels even
sufficient for a living standard considerably below prewar standards.

This is the essence of the economic problem of Europe. This prob-
fem would exist even though it were not complicated by the 1de010glc‘11
struggles in Europe between those who want to live as freemen and
those small groups who aspire to dominate by the method of police
states. 'The solution would be much easier, of course, if all the nations
of Europe were cooperating. But they arenot. Far from cooperating,
the Soviet Union and the Communist parties have proclaimed their de-
termined opposition to a plan for European economic recovery. Eco-
nomic distress is to be employed to further political ends.

There are many who accept the picture that I have just drawn but
who raise a further question: “Why must the United States carry so
great a load in helping Europe?” The answer is simple. The Umted
States is the only country in the world today which has the economic
power and productivity to furnish the needed assistance.

I wish now to turn to the other questions which we must answer.
These are “how much” aid is required and “how” should that aid be
given.

Three principles should determine the amount and timing of our
aid. It must be adequate. It must be prompt, it must be effectively
applied.

The objective of the European recovery program submitted for your
consideration is to achieve lasting economic recovery for western
Europe; recovery in the sense that after our aid has terminated, the
European countries will be able to maintain themselves by their own
efforts on a sound economic basis.

Our assistance, if we determine to embark on this program to aid
western Europe, mut be adequate to do the job. The initial increment
of our aid should be fully sufficient to get the program under way on
a broad, sound basis and not in a piecemeal manner. An inadequate
program would involve a wastage of our resources with an ineffective
result. Either undertake to meet the requirements of the problem
or don’t undertake it at all.

I think it must be plain to all that the circumstances which have
given birth to this program call for promptness in decision and vigor
in putting the project into operation. The sooner this program can
get under way the greater its chances of success. Careful considera-
tion and early action are not incompatible.

The interim-aid law which the Congress enacted last December

was designed as a stop-gap measure to cover the period until April
first of this year. In the meantime it would be possible to consider
the long- term recovery measure which we are now discussing. Unless
the program can be placed in operation on or soon after Apul 1, there

=
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EUROPEAN RECOVERY PROGRAM 5

will undoubtedly be a serious deterioration in some of the basic
conditions upon which the whole project is predimted

It 1s proposed that the Congress now authorize the program for its
full four and one-quarter year duration, although appropriations are
being requested only for the first 15 months. Annual decisions on
approprmtlons will afford full opportunity for review and control.
But a general authorization now for the longer term will provide a
necessary foundation for the continuing effort and cooperation of
the European countries in a progressive program of recovery.

The amounts, form, and conditions of the recommended program
of American aid to European recovery have been presented in Presi-
dent Truman’s message to the Congress on December 19, 1947. They
were further e\plalned in the proposed draft legislation and back-
ground material furnished to this committee at that time by the
Dep‘lrtment of State. Taking as the basis genuine European co-
operation—the maximum of self- help and mutual help on the part
of the participating European countries—the program aims to provide
these countries, until the end of June 1952, with those portions of
their esseential imports from the Western Hemisphere which they
themselves cannot pay for. These essential imports include not only
the food, fuel, and other supplies but also equipment and materials
to enable them to increase their productive capacity. They must
produce and export considerably more goods than they did in prewar
times if they are to become self- buppoltmg even at a lower standard
of living.

During the first 15 months, exports from the European countries
will prov1de current revenue sufficient to cover almost their entire
import needs from sources outside the Western Hemisphere and also
about one-third of their requirements from the Western Hemisphere.

It is not proposed that the United States provide aid to the full
extent of western Europe’s remaining trade deficit with the Western
Hemisphere. Funds from sources ‘other than the United States
Treasury are expected to carry part of the load. These will be,
prmclp‘lllv credits and other forms of asistance from other countrle%
in our hemisphere, loans from the International Bank and prlvnte
sources, and a further slight reduction in European reserves. It is
the final deficit, after all those other means of financing essential
imports have been utilized, that it is proposed be covered by American
aid.

In each succeeding year of the program, increased production and
increased trade from Europe is expected to reduce the amount of
assistance needed, until after mid-1952, when it is calculated that the
participating countries will have recovered ability to support them-
selves.

The recommended program of %G,ROO 000,000 for the first 15 months
reflects a searching and comprehensive investigation by the executive
branch of European needs and of availabilities in the United States
and other supplying countries, taking full account of the findings of
the Harriman, Krug, and Nourse committees.

The program of the $6,800,000,000 for the first 15 months has been
computed with precision. I wish to emphasize that this .mmunt does
not represent a generous estimate of wqunemontq It is not an “asking
fioure” based on anticipated reductions prior to approval. It reflects
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6 EUROPEAN RECOVERY PROGRAM

a rigorous screening of the proposals developed by the CEEC and a
realistic appraisal of availabilities. In our judgment, American as-
sistance in this magnitude is required to initiate a program of genuine
recovery and to take both Europe and this Nation out of the blind alley
of mere continuing relief.

The total estimated cost of the program is now put at somewhere
between 15.1 to 17.8 billions. But this will depend on developments

each year, the progress made, and unforeseeable variations in the
weather as it affects crops. The over-all cost is not capable of precise
determination so far in advance.

In developing the program of American assistance, no question has
been more closely examined than the ability of the United States to
provide assistance in the magnitudes proposed. Both in terms of
physical resources and in terms of financial capacity our ability to
support such a program seems clear. Representatives of the executive
branch more closely familiar than I with the domestic economy will
provide further testimony on this issue. But I should like to remind
you of the conclusions of the three special committees which explored
this matter in detail during the summer and fall.

The proposed program does involve some sacrifice on the part of the
American people, but it should be kept in mind that the burden of the
program diminishes rapidly after the first 15 months. Considerations
of the cost must be related to the momentous objective, on the one hand,
and to the probable price of the alternatives. The $6,800,000,000 pro-
posed for the first 15 months is less than a single month’s charge of the
war. A world of continuing uneasy half-peace will create demands
for constantly mounting expendltm es for defense. This program
should be viewed as an investment in peace. In those terms, the cost
1s low.

The third main consideration which, I feel, should be borne in mind
in connection with this measure is that 1'elat1nfr to conditions or terms
upon which American assistance will be extended. It is the obvious
duty of this Government to insure insofar as possible that the aid ex-
tended should be effectively used to promote recovery and not diverted
to other purposes, whatever their nature. This aspect of the program
1s perhaps the most delicate and difficult and one which will require
the exercise of a mature judgment and intelligent understanding of
the nature of the problem faced by the European governments and of
our particular position of leader ship in this matter. We must alw ays
have in mind that we are dealing with democratic governments of
sovereign nations.

We will be working with a group of nations each with a long and
proud history. The peoples of these countries are highly skilled, able,
and energetic and justly proud of their cultures. They have anc jent
traditions of self-reliance and are eager to take the lead in working
out their own salvation.

We have stated in many ways that American aid will not be used
to interfere with the sovereign rights of these nations and their own
responsibility to work out their own salvation. I cannot emphasize
too much my profound conviction that the aid we furnish must not
be tied to conditions which would, in effect, destroy the whole moral
justification for our cooperatlve assistance toward European
partnership.
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EUROPEAN RECOVERY PROGRAM 7

We are dealing with democratic governments. One of the major
justifications of asklnﬂ the American people to make the sacrifice neces-
sary under this program is the vital stake that the United States has in
helping to preserve democracy in Europe. As democratic govern-
ments they are responsive, like our own, to the peoples of their coun-
tries—and we would not have it otherwise. We cannot expect any
democratic government to take upon itself obligations or accept con-
ditions which run counter to the basic national sentiment of its people.
This program calls for free cooperation among nations mutually
1espect1n,<r one another’s sincerity of purpose in the common endeavor—

a cooperation which we hope will long outlive the period of American
assistance.

The initial suggestion of June 5 last, the concept of American assist-
ance to Europe, has been based on the premise that European initia-
tive and cooperation are prerequisite to European recovery. Only the
Europeans themselves can finally solve their problem.

The participating nations have signified their intention to retain
the initiative in promoting their own joint recovery. They have
pledged themselves to take effective cooperative measures. They have
established ambitious production targets for themselves. They have
recognized the need for financial and montary stability and have
agreed to take necessary steps in this direction. They have agreed to
establlsh a contmumo or,_anuatlon to make most effective their coop-
erative work and the apphcatmn of American assistance. When our
program is initiated we may expect that the participating European
countries will reaffirm as an organic part of that program their multi-
lateral agreements.

The fulfillment of the mutual pledges of these nation$ would have
profound effects in altering for the better the future economic condi-
tion of the European Continent. The Paris Conference itself was one

major step, and the participating nations have not waited on Ameri-
can action before taking further steps, many of which required a high
order of practical courage. They have moved forward toward a prac-
tical working arralmement for the multilateral clearing of trade.
France and Italy, whose financial affairs suffered greatly by war and
occupation, are tdkmcr energetic measures to estabhsh monetary sta-
bility—an essential plerequmte to economic recovery. British coal

roduction is being increased more quickly than even the more hopeful
Fm ecasts, and there is prospect of the early resumption of exports to
the Continent. The customs union among Belgium, the Netherlands,
and Luxemburg is now in operation. Negotiations for a Franco-
Italian customs union are proceeding.

Our aid will not be given merely by turning money over to the
European governments. The European countries will prepare pe-
riodic statements of their needs, taking into account the developing
programs of mutual aid worked out t]n(m«rh the CEEC continuing
organization. After review by the specialist economic cooperation
officers in each country and by the special United States Ambassador
to the continuing CEEC organization, they will be transmitted to the
Administrator of the American agency carrying out our program of
assistance.

The Administrator, in collaboration with other appropriate agen-
cies of the Government, will determine to what extent the European

George C. Marshall Foundation, Lexington, Virginia




8 EUROPEAN RECOVERY PROGRAM

requirements are justified and to what extent they can safely be met.
The Administrator will also decide which speciﬁé requirements from
among the over-all requirements will be financed by the United States,
taking into account the ability of the country concerned to pay for
some portion or all of its total needs. For those needs which cannot
be paid for in cash, the Administrator will further decide, in consulta-
tion with the National Advisory Council, whether aid will be provided
in loans—where a sound capacity to repay in the future exists—or in
outright grants. When the program has been determined in detail,
the Administrator will either advance requisite funds to the partici-
pating country concerned to enable the purchase of the approved im-
ports or, more generally, he will reimburse the countries when they
have procured and received these import items.

A substantial amount of the essential needs of Europe must come
from countries of the Western Hemisphere other than the United
States. In some cases the quantities required will not exist in the
United States, in others the impact on the American economy will be
greatly relieved if commodities can be procured elsewhere. A sizable
proportion of the funds appropriated for the European recovery pro-
gram should therefore be available for the financing of purchases
made outside the United States.

The application of American assistance will be in accord with the
bilateral agreements to be negotiated with each of the participating
countries. The terms of these proposed agreements are outlined fully
in the documents submitted to your committee on December 19 last.

The administration of the program will demand the best talent
and the greatest efficiency that our country can muster. The organi-
zation bearing the central responsibility must be small and select. It
must hold the full and complete confidence of the American people
and of the Europeans. It should combine efficient, businesslike ad-
ministration and operation with the qualities of judgment and dis-
crimination necessary to achieve quick and lasting recovery in Europe
at the least long-term cost to the American people and with the least
1mpact on our economy.

The organization must fit into the complex mechanics of our world
export picture. American food, steel, and other products are being
exported to many areas other than Europe. In many categories Amer-
ican output represents the major source of shortage goods in the world.
There is at present workable machinery in the Government for de-
termining total export availabilities in the light of domestic needs
and for allocating these items among the many bidders, We propose
that this machinery be continued.

The organization must be granted flexibility in its operations. In
my judgment this is the most vital single factor in effective admin-
istration. Without flexibility the organization will be unable to take
advantage of favorable developments, to meet adverse emergencies,
or to cushion the impact of the program on the domestic economy.

It has been suggested in some quarters that the administering agency
should be established in the form of a Government corporation. It
is claimed that a corporation can be vested with broader powers and
flexibility than an independent executive agency. I do not believe
that this is necessarily so.

The legislation establishing an agency can clothe it with any or all
of the beneficial attributes of a Government corporation. On the
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EUROPEAN RECOVERY PROGRAM 9

other hand an executive agency under the responsible direction of
one man, and fitted into the existing machinery of Government, will
be better able to meet the requirements of the situation than a cor-
poration directed by a board. This task of administration clearly calls
for administration by a single responsible individual.

Finally, the operation of the program must be related to the foreign
policy of the Nation. The importance of the recovery program in
our foreign affairs needs no argument. To carry out this relationship
effectively will require cooperation and teamwork, but I know of no
other way by which the complexities of modern world affairs can be
met. It should, I think, be constantly kept in mind that this great
project, which would be difficult enough in a normal international
political climate, must be carried to success against the avowed de-
termination of the Soviet Union and the Communist Party to oppose
and sabotage it at every turn. There has been comment that the
proposed organization, the Economic Cooperation Administration,
would be completely under the thumb of the Department of State.
This 1s not so, should not be so, and need not be so.. I have personally
interested myself to see that it will not be so. The activities of this
A dministration will touch on many aspects of our internal American
affairs and on our economy. In the multitude of activities of this
nature the Department of State should have no direction.

But the activities of the ECA will be directly related to the affairs
of the European nations, political as well as economic, and will also
affect the affairs of other nations throughout the world. In this field,
the constitutional responsibility of the President is paramount.
Whether or not he chooses to ignore or eliminate the Secretary of State
in the conduct of foreign relations is a Presidential decision. I think
that in our effort to restore the stability of the governments of western
Europe it would be unfortunate to create an entirely new agency of
foreign policy for this Government. There cannot be two Secretaries
of State. I do not wish to interfere in the proper operations of the
ECA. The organizational structure we have proposed provides a
means for giving appropriate direction and control in matters of
foreign policy to the Administrator of the ECA with least interference
in the businesslike conduct of his task. In this connection he must
coordinate his affairs with the legal responsibilities charged to the
Secretaries of Commerce and Agriculture.

The man who accepts the challenge of the great task of administering
the European recovery program must be a man of great breadth,
ability, and stature. T have no qualms but that with such a man, and
the able aides he will choose, I and my staff can form a smoothly
working team for handling the complicated problems in foreign rela-
tionships which will arise in the course of the programs. In my judg-
ment, the organizational proposals which have been put forward rep-
resent a sound and practical arrangement of functions and a framework
for successful administration.

What are the prospects of success of such a program for the eco-
nomic recovery of a continent? It would be absurd to deny the
existence of obstacles and risks. Weather and the extent of world
crops are unpredictable. The possible extent of political sabotage and
the effectiveness with which its true intentions are unmasked and thus
made susceptible to control cannot be fully foreseen. All we can say
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10 EUROPEAN RECOVERY PROGRAM

is this program does provide the means for success and if we main-
tain the will for success I believe that success will be achieved.

To be quite clear, this unprecedented endeavor of the New World
to help the Old is neither sure nor easy. It is a calculated risk. But
there can be no doubts as to the alternatives. The way of life that
we have known is literally in balance.

Our country is now faced with a momentous decision. If we decide
that the United States is unable or unwilling effectively to assist in
the reconstruction of western Europe, we must accept the consequences
of its collapse into the dictatorship of police states.

I said a moment ago that this program does provide the means for
success, and 1f we maintain the will for success, I believe that success
will be achieved.

I think it is of the greatest importance in considering this program
that the people, as well as the Congress, thoroughly understand the
critical situation. We have heard the comment several times that we
won a victory, but we still have not won a peace. It goes much further
than that. In some portions of the world there is more fighting now
than there was during the war. You are aware of that. There is
political instability. There are efforts to almost change the face of
Europe, contrary to the interests of mankind in qdvqncmo civiliza-
tion, certainly as we understand and desire it. The whole situation
is critical in the extreme.

We happen to be, very fortunately for ourselves, the strongest
nation in the world tod‘w certainly economically, and I think in
most other respects. There will be requirements in this program
for certain sacrifices. But I feel that when you measure those

sacrifices against what we are fighting for you will get a very much
better idea of the necessities of the case.

I would like to close by saying that this is a complex program.
It 1s a difficult program. And you know, far better than I do, the
political difficulties involved in this program. But there is no doubt
whatever in my mind that if we decide to do this thing we can do
it succe\sfullv. and there is no doubt in my mmd tlmt the whole
world hangs in the balance, as to what it is to be, in connection with
what we are endeavoring to put forward here.

Thank you.

The Cruamryan. Thank you very much, Mr. Secretary.

I have been somewhat pelple\ed regarding how we can proceed
with committee examination of witnesses on this subject, because the
subject is so utterly broad in its magnitude that it will be rather
difficult for any one witness to undertake to encompass the field.
1 will just interrupt the proceedings long enough to make the follow-
ing statement for the guidance of the comnuttee in cross-examination
to whatever extent it is applicable.

What I am saying is that the Secretary of State is to be followed
by Ambassador Douw]as, who is described in the State Department
memorandum as the witness who will deal with essential elements
of the program, the justification of the program, and the principles
- governing the operation of the program.

He will be followed by Secretary Harriman, who will be responsible
for dealing with the details of the following subjects: Relationship
to our foreign trade, effect of program on “United States economy,
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EUROPEAN RECOVERY PROGRAM 11

procurement under thls program from other sources, effect on world
trade, discussion of requirements and availabilities of machinery and
equlpment and 1ron and steel, the role of the Department of Com-
merce 1n the operation of the procrram

He will be followed by Secretary of Agriculture Anderson, who
is charged with the responsibility of dealnm in detail with food
requu'ements and availability, specifically refer: ring to tobacco, cotton,
fertilizer, timber, and agricultural machinery; and the role of the
Depaltment of A(rrlcu]tule in the operation of the program.

He will be followed by Secretary of the Interior Kru ug, who will
be charged with the 1'eqp0ns1b1]1tv for answering the committee’s
questlons regarding the effect of the program on our natural resocurces
and on the requir ements and av 111¢1b111t\ of coal and petroleum.

He will be followed by Secretary of the Treasury Snyder who,
according to the State Department memorandum, is Tesponsible for
dlbcussmw the position of the NAC regarding fin: \neial aspects of the
program, the question of grants and loans, the International Bank,
the available assets of the participating countries, the stabilization
fund, financial monetary measures to be taken by participating coun-
tries, the effect of the program on the United States budget, and the
role of NAC in the opemtmn of the program.

He will be followed by Mr. Martin, of the Export-Import Bank,
to deal with the subjects there involved.

He will be followed by Secretary of the Army Royall, who is charged
with responding to the committee’s questions regarding the require-
ments of western Germany and the relationship of western (xel many
to the program.

He will be followed by Secretary of Defense Forrestal, who will
discuss the relationship of the program to national secur 1ty

With that information in mind, I assume that the bemetmv of
State prefers to deal himself only with the general aspect of the
problem, and to charge these other witnesses with the responsibility
for details. I want onlv to suggest one or two quesiions, Mr. Secre-
tary, that have been raised by your statement; then I will turn you
over to my distinguished colleagues on the committee.

You have undertaken to discuss what you term the basic questions
mmvolved in this program. But I miss any discussion of what I con-
sider to be one very basic question, and I think it is teo basic to be
relegated to the ultimate t(‘\tllll()ln of the Secretary of the Army.

What T want to ask you is for your comment as to whether there
1s any dependable hope for this program without a restabilization
and integration of western Geermany into the program.

Secretary MarsuarL. The inclusion, or integration, of western Ger-
many into the program is essential. Coal alone provides one of the
great essentials to the recovery program, and Germany is a major
source of coal. I merely say that it is essential that western Germany
be considered as an integral part of the program.

The CramyaxN. That does not quite go far enough, I think, for the
purpose of our consideration. I would “think that it was just as essen-
tial that we had a rather definite and hopeful program for the sta-
bilization of western Germany without too long a delay as it is to
have a program for any of the rest of these countries, and to whatever
extent you are able to make the statement I should like vour crmmens
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as to the progress that is being made in that direction, and what the
prospects are.

Secretary Marsuarn. We have just completed, or are in the process
of completing, various agreements which relate to the economic re-
covery of western Gelmfmv notably the coal agreement which has
just been concluded. We are considering other steps 1n connection
with the organizational administration of western Germany through
more liberal use of Germans themselves. We are discussing with the
French various moves which will 1mprove the general 51tu‘1t10n
notably by removing the zonal barriers in one way or another to move-
ment of individuals, ideas, and of commodities.

We are discussing a large number of related considerations, and are
in the process of le‘uhmg conclusions, all of which we hope will have
a rather prompt effect on the general economic condition of western
Germany and its contribution to the general recovery program which
we have under consideration for western Europe as a whole.

The Cramman. To get down to the bare bones of the thing, would
it be fair to say that within the limitations of whatever four- power
agreements are binding upon us, we are no longer proposing to await
decisions of the Council of I‘orelo'n Ministers in respect to the mutual
integration of the three other zones in Germany than the Soviet Zone,
and that we are now proceeding in that direction without waiting for
programs from the Council of Foreign Ministers, always intending,
however, to leave our programs open to any who wish to subscribe ?

Secretary Marsuarrn. That is correct, Senator. We are going ahead
exactly on that basis.

The Crarman. I assume that this program, as indicated in your
own reference to the date in June when you made your address at
Cambridge, really stems from the statement you made at that time,
and for the purpose of the record I am anxious to get the fundamental
chronology straight.

You said at that time, and I am quoting from your address:

It is already evident that before the United States Government can proceed
much further in its effort to alleviate the situation and help start the European
world on its way to recovery, there must be some agreement among the countries
of Europe as to the requirements of the situation and the part those countries
themselves will take in order to give proper effect to whatever action might be
undertaken by this Government. It will be neither fitting nor efficacious for
this Government to undertake to draw up unilaterally a program designed to
place Europe on its feet economically. That is the business of the Europeans.
The initiative, I think, must come from Europe. The role of this country should
consist of friendly aid in the drafting of a European program and of later
support of such a program so far as it may be practical for us to do so. The
program should be a joint one, agreed to by a number, if not all, European
nations.

Paraphrasing that, if T could, in just a word, I assume that you
were saylng at that time that from here out the problem of European
recovery, although constantly tinged with a powerful American self-
interest, is e%qentmlly a problem which they themselves must meet, and
you were saying that from here out our relationship to the problem
must be on the basis of their own determination to help themselves,
and to establish their own programs for their own recovery. Is that
correct ?

Secretary MarsHALL. That is correct. The concept at the time of
that suggestion was that only under the tremendous pressure of a
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tragic situation would it be possible to have sovereign countries co-
operate and make the necessary concessions among themselves to do
things that would be of great importance in the economic rehabili-
tation of the general area; things that in normal peacetimes they
would never concede to do pr oblems and conditions of their own sov-
ereignty would prevent it, but under the circumstances it appeared to
me that there was a favorable opportunity to secure a European coop-
erative effort among sovereign nations to an extent never before con-
ceived ; an effort that combined with such assistance as it seemed to be
imperative they should be lent from the outside in this nnmedmte
period would make possible the general rehabilitation of the are
within a reasonably brief period of time.

I might say for a little clarification that I was questioned in many
ways and by many officials following that suggestion during the
summer to indicate specifically what we had in mind. T declined to
make any such suggestions or indications because it seemed to me—it
seemed to the Government—that for us to lead off with our conception
of just how this matter was to be handled would doom it to failure.
It would be starting off by intruding on these sovereign nations e\acth
how we thought theV ought to act except 1n the most coeneral w
indicated in that statement, and it would deaden the whole pr ocedm e,
because the suggestion was made in the hope that it would stimulate
a mutual effort, the initiative being entirely on the side of the Euro-
pean nations.

And it was not until the latter part of August—I have forgotten
specifically about when; I think about the last week in Auwust the
Ambassador here can check me on that because he was a palty to the
proceedings—that Mr. Clayton and Mr. Douglas were empowered to
discuss at all with the European countries just what we thought wa
a reasonable proposition. They had been told one simple tlmw GdI]V
in the discussions—not all of them but enough so that the w ord had
been spread—that the mere submission of a list of their required
amounts of aid would not be acceptable. It would serve no practical
purpose whatever except to kill the whole development.

So, to go back to your statement, Mr. Chairman, the initiative was
put as Lle(u'ly as we could with them.

The CualkmaN. And then you left the initiative with them from
that point on?

Secretary MarsHALL. We left the initiative with them and never
intervened until we came to the discussion of their tentative con-
clusions.

The CaamrmaN. What happened over there as a result ?

Secretary MArsHALL. The immediate result of the situation was an
action, virtually a joint action, by the Foreign Ministers of Great
Brlta]n Mr. Bevin; and of E I’mnce M. Bl(lmlt who got together and
decided on a basis of inviting the other nations to p.utl(.xp(xto. and as
you all are aware, they had a preliminary meeting which Mr. Molotov
attended from Russian and which he left.

That left the question of how many nations would participate.

The CaATRMAN. How many were invited in the first instance ?

Secretary Marsuarn. All.  All were invited. There was no limi-
tation at all.

70529—48
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The Cuamman. And the original response was from how many
nations?

Secretary MarsHALL. It depends on what you mean by “response.”

In the first discussion, the Soviet Union participated in the person
of Mr. Molotov. There they were endeavoring to decide on the pro-
cedure to be followed. The others had not all come 1n. I suppose
they had indicated privately their attitudes in the main. I cannot
answer that specifically.

The CrarkMAN. I mean, how many in the first instance agreed ten-
tatively to attend the conference’ i

becletarv MagrsHaLL, I think there were 18; that 1s, including
Czechoslovakia and Poland, I believe. Czechoslovakia sent in the
actual formal acceptance and later had to withdraw. I think Poland
indicted its intention to join in the affair, but never came forward
with a formal acceptance. Czechoslovakia did accept and had to
withdraw the acceptance.

[he CramrmaN. Can we have in the record any official exhibit that
indicates the reasons given for their failure to continue

Secretary MarsHALL. I will endeavor to provide that.

(The information requested is as follows:)

[Excerpt from pp. 4, 5, and 6, Senate Doc¢c No. 111, 80th Cong., 1st sess., the European
Recovery Program]

THE BIG THREE CONFERENCE

On June 23, Foreign Secretary Molotov accepted the invitation to the con-
ference of the Big Three scheduled for June 27 at Paris. When the confer-
ence opened the English and the French were eager to establish immediately a
steering committee consisting of the Big Three and other states. Its function
was to coordinate the work of the subcommittees charged with surveying the

resources and developing the outlines of a European rec ov ery program. Russia,

on the other hand, demanded (1) that the United States be asked to specify the
exact amount of help which she would be willing to grant; and (2) that each
state should make its own surveys and estimates, because Russia viewed a steer-
ing committee with the functions contemplated in the English-French plan as a
meddler in the domestic affairs of independent nations.

By this time Russian opposition to the recovery plan was rapidly crystallizing.
For example, Poland, which had agreed on June 24 to cooperate in the plan,
later decided not to participate. Pravda editorially (June 25) expressed concern
over the limitations which the United States might place upon any aid which she
contributed, and stated that the Marshall plan was designed to prolong the post-
war boom in the United States and thus prevent the ultimate economiec erisis which
Russia and Russian propagandists expected to occur at any minute in this country.
Tass (June 29) warned that the conference should not attempt to draw up any
all-embracing program for European countries, and attacked the American Euro-
pean aid program as an interference in the internal affairs of that continent by
the United States as another instance of “imperialism” on the part of the United
States.

In an effort to counteract current misconceptions about the American proposal,
Secretary of the Treasury John Snyder pointed out that *“* * * g]] that
Secretary Marshall had done was to invite European countries to ‘sit down and see
what their problem is. He didn’t say anything about letting the United States
know how much is wanted.””

Six days later, Secretary Marshall told the Women’s National Press Club in
Washington: “* * * A]] the United States wants * * * js that the aid
be used for the purpose it is intended; that it should not be expended to serve
selfish economie or political interests; that it should help to restore hope and
confidence among the people concerned, that the world will know peace and
security in the future.”
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THE MEETING OF THE 16 EUROPEAN NATIONS IN PARIS

On the day following the break-down of the conference of the Big Three,
brought about by Russia’s veto on any concerted action, Foreign Secretaries
Bevin and Bidault issued a joint communiqué inviting 22 additional European
nations to meet in Paris on July 12 to consider a recovery plan. Czechoslovakia,
which had at first agreed to participate in the conference, after a visit of Premier
Gottwald and Foreign Secretary Masaryk to Moscow, said it would be impossible
to accept the Franco-British invitation. The other Russian-dominated countries
sent their refusals. When the conference convened at the Quai d’Orsay in Paris,
48 diplomatie representatives representing 16 countries were present. The coun-
tries in attendance were Austria, Belgium, Denmark, France, Greece, Iceland,
Ireland, Italy, Luxembourg, the Netherlands, Norway, Portugal, Sweden, Switz-
erland, Turkey, and the United Kingdom. On the other hand, not represented
were Finland, Poland, Hungary, Rumania, Bulgaria, Yugoslavia, Czechoslo-
vakia, and Russia.

The conference immediately set to work and created a general over-all com-
mittee, known as the Committee of European Economic Cooperation (CEEC).
After 4 days of sessions, four subcommittees were established, namely, for food
and agriculture, iron and steel, transport, and fuel and power. This was the
organization under which the reports of the 16 European nations were to be pre-
pared for submission to the United States in September.

THE RUSSIAN REPLY—THE ‘“MOLOTOV PLAN"

The Russian reply to the Marshall proposal was not .only verbal but also one
of action. The Soviet Government immediately entered into a number of trade
agreements with her satellite states. On July 12, Premier Gottwald and Foreign
Secretary Masaryk brought back a 5-year trade pact between Russia and
Czechoslovakia. On the same date Bulgaria completed an $87.000,000 trade
agreement with Russia for 1947-48. On July 17, Hungary signed a trade pact
with Russia, and on July 18 Finland and Hungary concluded a trade agree-
ment. On July 16, Bulgaria and Rumania entered into a power and transport,
and territorial adjustment pact. On July 27, Russia granted Albania a small
credit for machinery. On July 29, the Soviet Government and Yugoslavia an-
nounced a barter and credit agreement in Moscow. On August 3, Bulgaria and
Yugoslavia signed an agreement covering customs, visas, and general foreign
policy. These were only the first of a number of similar trade agreements.
Supported by the Russian grain aid and barter arrangements, they constituted the
so-called “Molotov Plan,” which purported to be the Soviet reply to the Marshall
plan. The net result of these agreements was to further tighten Russian con-
trol over the exports of the countries concerned and a diversion of their products
to the east, most of which had previously flowed naturally to the west and to
other areas outside Russia or the countries under Russian control.

COMINFORM CREATED TO OPPOSE EUROPEAN RECOVERY PLAN

In her opposition Russia spoke for the Communist world. Any questions on
this score evaporated when, on October 6, Pravda announced in Moscow that a
new organization representing the Communists of nine nations, namely, those
of Russia, Yugoslavia, France, Italy, Poland, Bulgaria, Czechoslovakia, Hungary,
and Rumania, had organized for an all-out fight against the Truman plan, the
Marshall plan, and United States imperialism. This was the Cominform, a new
version of the supposedly defunct Commitntern. Headquarters were located in
Belgrade. The conference, at which the declaration had been prepared, had
met in Poland and Communist representatives of all of the nine nations were in
attendance. The program of this new organization was set forth by Zhdanov on
October 22, as one calling upon the Communists everywhere to wreck the
Marshall plan as an instrument designed by the United States to achieve “world
domination by American imperialism.” Acting Secretary of State Robert A.
Lovett commented upon the Cominform program on October 8, stating that:
“k  * *k the Manifesto will carry to new lengths the distortion of United States
policy * * * The parties and governments associated with this program have
made clear their intention to prevent, if they can, the economic recovery of
Europe.”
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The Cirairman. I would like to have it nailed down, if possible.

So that left 16 nations, as follows: Austria, Belgium, Demnfuk Eire,
France, Greece, Icelan(l Italy, Luxemburg, the \Iethell‘ln(lc Nm way,
Portugal, Sw eden Switzerland, Turkey, and the United Ixm(rdom

I do not want to attempt to go 1mto this phase of the matter in any
detail at all at the moment, but I find a very widespread, shall we say,
natural curiosity as to the role of such nations as Switzerland and
Sweden and Iceland in this arrangement, inasmuch as they certainly
are on a substantially self- contained stable economy. We know in
general where France and Italy and the United Kingdom gear into the
requirements. What is the role of these other countries like Sweden
and Switzerland in connection with this enterprise?

Secretary MarsHALL., Well, in the first place, in some countries their
financial situation, their economie situation very definitely is such that
they need direct assistance very badly. There are other countries who
are not in such a serious condition. Switzerland is a marked example
of that. Iceland is a reasonable example of that. But all of those
countries are related by various agreements, trade pacts, and move-
ments, exchange of goods and matters of that sort, and 1n that way
they come into the general grouping of those nations desiring to find a
cooperative basis to further the development of a Stron(rel economy
In general.

The Crarryax. In other words, their role in this relationship is
that of cooperators rather than beneficiari ies of our aid; is that correct?

Secretary MarsaALL. That is correct, sir.

The Cuamman. In the course of the subsequent weeks since the
arrangement was tentatively perfected which we now have before us,
has the Soviet Union officially categorically declared war—let’s say de-
clared cold war—on the success of this program ?

Secretary Marsuarr. In effect, by the statement of a responsible offi-
cial of the Soviet Government—in connection with the Comintern—it
made a declaration of antagonism and hostility to the program. Mur.
Molotov has indicated very plainly his hostile attitude, the hostile
attitude of the Soviet Government to the program. As I ‘recall, there
have been no formal communications to the American Government, on
this subject, or to the 16 nations’ committees on the subject. There have
been public statements by high officials of the government which re-
liably indicate the gover nment policy.

The CHAIRMAN. May we have those put into the record Mr. Secre-
tary, so that we can be specific about it ¢

Secretary MArsHALL. Yes, sir.

(See p. 14 where item is inserted.)

The CHAIRMAN. Senator Connally ?

Senator ConNaLLy. Mr. Secretary, I do not want to interrogate you
but a very short period. I want to ask you some questions about the
administrative set-up, and how this plan is going to be carried out.
I thoroughly agree with you that there should be a smcrle head, and that
necessarily thele must be elaqtlcltv and power to }nve discretion in
these matters, but now, on the foreign-relations angle of it, and I have
read your statement twice and will probably read it again, necessarily,
the President of the United States is our functlolmry with regard to
the conduct of our foreign relations.

Is it not true that this particular program is one of the most im-
portant aspects of our foreign relations at the moment ?
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Secretary Marsmarr. I would say, Senator, it is not one of the most
Important; it is the most 1mp01t‘1nt?

Senator ConNarLy. It is the most important ?

Well, my point now is, you say that the State Department ought
not to have any direction of the matter, and it is not your wish it should.

Secretary MarsmarL. Not quite that, Senator. In the draft of the
bill that we submitted for consider atlon the State Department is given
the direction and the control of matters relating to foreign pohcy;
that is, foreign relations.

T mmht say, so you will have a better understanding of the various
pros and cons in the development of this draft, that it was felt by a
great many outside the State Department that this agency should be
dlrectly under the State Department, as a section of the State Depart-
ment. That was not the Department’s view, and it was certainly not
my view. There were many reasons why I thought that would be ill-
advised. But it was so seriously proposed that 7 finally went to the
President personally, or rather, after I had already talked to him per-
sonally, I communicated with him from London personally, to please
to disapprove any such arrangement as that.

On the other hand, when it comes to the question of foreign policy,
there has to be a coordinated arrangement, and 1t must be one that is not
on such an uncertain basis that we would get into serious complications.

I noticed some of the comments that were made in the press and
otherwise that this proposal that we were making would be merely a
duplication of confusion they alleged had taken 1)1.1(9 during the war.
(Going back into what had happened during the war, I looked up the
Executive orders of the President. To give you one spemhc example,
I found that in one of the great war agencies it was stated in the
Executive order that—

The functions of the Office of War Mobilization shall include the authority to
arrange for the unification and coordination of the activities of the Federal
Government relating to foreign supplies, foreign procurement, and other foreign

economic affairs in confmnnty with the foreign policy of the United States
as defined by the Secretary of State.

I inquired into this to find out why that language was not satis-

factory for our purpose, instead of the language actm]l\ used in the
draft, which says:

Under the direction and control of the Secretary of State.

I was told that in this particular case, the ruling made by the Office
of War Mobilization was that Mr. Hull could submit his views and
they would consider them and use them or not as they saw fit, which is
quite a different matter from a control of foreign pnhcv by the Secre-
tary of State. And therefore, the other ]mplmfro “direction and
control” was considered essential. That was the actual reason that
determined this choice of language.

Now, here 1s another ex ample. an extract from the Executive order
for the Foreign Economic Administration :

The powers and functions of the Administration shall be exercised in con-
formity with the foreign policy of the United States as defined by the Secretary
of State.

In this particular case, the interpretation by the Foreign IEconomic
Administration was that Mr. Hull could submit his views. He was
empowered to do that by this Executive order. But that is all the
further it went.
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That was not sufficient control of the foreign policy of the United
. States to keep it in a reasonable channel.

I might explain that in considering the matter of whether or not
this agency would be put clearly under the State Department it was
argued that there would be so much difference of opinion that an
intolerable burden would be imposed on the President administratively
to consider all these anticipated disagreements,

I don’t agree with that. T felt that we could proceed on a reason-
ably clear course without imposing on him the necessity for deciding
innumerable instances, not in themselves of major magnitude from
the viewpoint of the responsibilities of the President of the United
States.

In any event, under the terms of the proposed draft legislation, the
President may have to make the final decision between the Secretarv
of State and whoever this Administrator is, because neither is barred
from going to the President.

We have had our difficulties about foreign policies in connection with
the administration of Germany, because it presents an immensely diffi-
cult problem there, with all sorts of outside influences. At the same
time, you cannot confine considerations of the administration of Ger-
many just to the local area. In some respects it affects all of Europe,
and that immediately brings to the front the policy of the United
States all over Europe at thls time.

While T was in London I had an indication of the development that
had to be met in France and Italy where there was a determined effort,
which involved bloodshed, to defeat those governments in going ahead
on the basis of liberalism and freedom and not a communistic control.

Those matters are certainly related in a most serious way to our
foreign relations. You cannot have two people operating foreign
'pohcs in the same place nor can you expect the President to have the
time properly to consider all the various factors involved in a dis-
agreement under such conditions.

“This program, for example, involves Latin America. There have
been questions such as: “Why should not Latin-America at this par-
ticular time be involved in this program?” I will not go into any
lengthy discussion of that now, other than to say that the situations
are uttellv different. Latin-America is under necessity for economic
development, but on a much different basis than this. As a matter
of fact this program involves a very great economic life to Latin-
America because somewhere between two and three billion dollars
will probably be spent in the first 15 months in Latin-America, and
this will start the circulation of commodities and goods.

You can’t have two operating governments at the same time and, as
I have tried to indicate in this brief discussion of the matter, it did not
seem advisable to set up an entirely new conception in our Govemment
but rather to accommodate this matter, this arrangement, to the exist-
ing instruments of the Government, but in such a way that there will
be a minimum of confusion as to emctlv what 1s intended.

This agency also has to consider the responsibilities and authorities
that are charged to the Secretary of Commerce and to the Secretary of
Agriculture 1(_30'{11(11110' matters which are of major importance in the
whole program, notablv foodstuffs. The latter allocation is charged
to the Secretar y of Agriculture, because it relates to the home situation
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even more than it does to the world situation, and that, incidentally,
relates to foreign relations now, all over the world.

The Sec1et(u\ of Agriculture and myself must get together fre-
quently in order that the overseas allocation of foodqtuﬁs notably
grains and commodities of that sort, has a proper relationship to
111teunt10nal imvolvements.

We can’t escape those relationships. Further the issue goes entirely
around the world, and is not confined to the 16 nations involved here.

I am sorry I have been so lengthy.

Senator Connarny. Mr. Secretary, it seems to me that the foreign
phase of the matter, the foreign relations, is the most delicate and ‘at
the same time the most 11111)01‘((111‘( aspect of this whole situation. Do
you adhere to the draft of the bill as regards the administrator, or have
you changed your views

becret‘uy MarsuarL. I adhere to the draft of the bill as it is.

Senator CoNnNaLLY. When this Administrator is appointed of course
he will be confirmed, before he can have it, by the Senate. If a matter
of foreign policy should confront him, if the matter refers to our
foreign rehtlons, do you regard that your decision would determine
the mtuatlon or would the Administrator, after hearing you, go on
and act on it on his own?

Secretary MarsmarLL. My decision should determine.

Senator ConnarLLy. Exactly. Your decision ought to determine.

Secretary MarsHavLnL. And I would act with proper consideration
of all the various involvements on his side of the fence.

Senator Connarry. If it affected any other department of the Gov-
ernment, such as Agriculture or Commerce, you would consult them
before you made your decision as to what should be done.

Secretary MarsmarLn. We have that almost every week in connec-
tion with the Department of Agriculture.

Senator ConNarry. But the final authority would be with you.
That 1s what I am trying to get at.

Secretary MARSHALL. “Unless the President decided otherwise.

Senator ConnarrLy. Of course.

Secretary Marsmarr. And the Administrator could go to the Presi-
dent if he thinks he is being unduly embarrassed.

-Senator ConnarLy. Of course, the President 1s the head of the Gov-
ernment and the head of foreign relations, and naturally he could
overrule any action of any of his subordinates. But I assume that
the disposition would be, between the Administrator and you, to save
the President all the annoyances possible and accommodate yourselves
insofar as possible in your views to each other. Is that correct?

Secretary MarsmArLL. Yes, sir.

Senator ConnarrLy. That relieves me of some concern because, on
reading your statement, I was afraid that you were getting away from
the draft set- -up here about the appointment of this smfrle Adminis-
trator.

As you suggested in your statement there have been some sugges-
tions about havmw a corporation do this thing. I am glad you are
not for that. It seems to me that there must be a sm(rle authority
somewhere, subject to the President of the United gt.ltes to secure
promptness an(l to secure efficiency, and the more boards you bring
in and the more commissions you bring it, the more you will del: Ly llnd
complicate the administration of this program.
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Secretary MarsuarL. As T understand business practices, the set-
up of a board of directors would imply a certain limitation on the
freedom of action of the Administrator. It might seem 1nc0nSlstent
if one does not think the matter through to say as I have said 1n the
statement I have just read, that it is important, very important, that
the Administration be headed by one man, and then at the same time,
in the same breath as it were, to stipulate that the Secretary of
State will have direction and control of such matters involved 1n this
atfair as relate to foreign relations. Also, though that was not my pro-
posal because it is a fact of law, that the Secret‘uy of Commerce and
the Secretary of Agriculture have certain responsibilities and authori-
ties in the matter.

Now, if you place a board of directors behind this individual and
limit him to whatever “board of directors” implies, you have simply
added to the complications because he has to operate within these
necessary limitations. We cannot change the entire form of our Gov-
ernment for this one occasion and create a new foreign relations policy.

I might say, Senator, while we are on this sub]ect that we get into
~exactly the same involvement when we oo abroad. The p1ocedur
proposed under this draft is that we have an ambassador, to be con-
firmed by the Senate, to be appomted on the joint 1ecommendatmn
of the Administrator and the Secretary of State, who in a sense is
the Ambassador to the committee of the 16 nations. That is all right.

And then that man will be in the position of having to report to
more than one person because what will be going on in many respects
will be of as much importance to the State Depmtment as 1t 1s to the
Administrator. In most matters it will be purely business, which we
in the State Department do not have to concern ourselves with.

Then you pass from that to what happens in each separate country.
Do we set up an agency in each country, independent of the present
State Department agency, the embassy in that country? Some might
feel 1f you take a very efficient American businessman who is accus
tomed to getting action quickly, who is accustomed to acting dir ectly,
and you involve him in the meshes of diplomacy—we will call it that—
you are limiting very much the possibilities of efficient operation.

I think it can be arranged otherwise. But at the same time I do not
think you can have two separate agencies of the United States Govern-
ment in a country dealing dlrectlv with that government. When it
comes to dealing directly with the business interests that is one thing,
and the coordination will come from back here, if there is any need
for coordination which in most instances there probably would not be.
But when you come to dealing directly with those governments you
cannot set up a dual ar mngement there without O'ettmo into a state
of hopeless confusion.

We have to meet that situation. It cannot be evaded. So you make
the best arrangement possible under the circumstances. You would
have to depend I think, on the Administrator and myself—if I happen
to be Secretary of State at the time—with the guidance of the Presi-
dent, to see to it that we get the most efﬁment set-up and that the
individual is not thwarted in what he is attempting to do. I am
quite certain that the problem can be managed that way.

Senator ConnarLy. There is one point in particular, Mr. Secretary,
that I wanted to interrogate you about.
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The CHAIRMAN. Mr. Secretary, if the committee will permit T would
like to pursue this question 1'11\e(l by Senator Connally just a step
further because I think that is the heart and center of this whole
venture.

I certainly agree with you that there cannot be two Secretaries of
State at the same time. I said that upon a previous historical oce:
sion. I judge from your own statement, however, that you put
great emphasis upon the high importance of this assignment as’
civilian administrator of this entelpuse

You repeatedly reiterated the size of the task and the necessity
of a man of breadth, ability, and stature, with all of which I am sure
we all agree. That being so, what I want to ask you is, without
attemptllw to indicate my own view on the subject, whether or not
the language in your bill which says, page 4, line 6, “all those functions
of the Administrator which affect the conduct of foreign policy of
the United States shall be performed subject to direction and control
of the Secretary of State.”

I am asking you whether that is not complete authority? I agree
it must be complete In essence, and yet would it not be })O\Slble to
spell out a little more definitely a recognition of the fact that this
total over-all authority is specifically confined to what, in fact, at
top level, is foreign policy and is not an interference with the day-to-day
business. mqna(rement of the Administrator of a business problem?
Would it not be possible, even from your point of view and from the
viewpoint of Senator Connally, to make that a little more apparent?

Secretary MarsHALL. It might be possible, Mr. Chairman.

The Cuamrmaxn. Before you answer, may I add that I am moved to
the question by the further fact that under sections 6 and 7 of the
bill it looks as though the new Administrator would not possess the
authority himself to hire any of his own staff operating outside of
the United States because all such people would be ammmted by the
Secretary of State and inducted into the Foreign Service Reserve,
or the Foreign Service Staff group, through the Board of the For eign
Service ; therefore at that point. it would appear that all of the field
agents of the Administrator would have to be appointed by the Sec-
1(‘f{11)' of State. That just affects the fundamental question I am
submitting to you, whether or not there is a way, without violat-
g your premise, to make it plainer that it is intended that the eco-
nomic side of this enterprise is going to be in the hands of the Economic
Administrator ?

Secretary MarsaALL. There are two different lines involved there,
Mr. Chairman. I will take them one at a time.

To go back to page 4, and the sentence, ‘“all those functions ¥, as 1
said a few moments ago, I was en(lvnunn(r to modify the ldl];{lhlg’b

“subject to the direc tmn aml control of the b(uet.n y of State.” to find
1f there was not some other way of putting it, that might be more
in accord with the thought expressed by you in reference to this
matter.

It was there that I ran into the fact that the previous Executive
orders, which read very nicely to me, had proved wholly ineffective,
becmse the light of lnstm-v showed what had oceurred, and what
happens when you have a strong Administrator, which you must have.
Immediately they ran into a complcte impasse. It was not exactly an
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impasse because the boards concerned went ahead with the business,
and the Secretary of State was left to merely submit his views, and that
was the end of his influence.

Now, to turn to the other question about appointment of these people
under the Foreign Service, I went into that also and I will have to ask
you to reserve most of your questions to the people that are experts on
this. But in general I found, in connection with the drafting of that
portion, that what the drafters were trying to do was to give these men
a better standing, a better recompense, a better basis for themselves
personally by putting them in the Foreign Service. It seems that since
a recent development of foreign service which I think comes from the
summer of 1946, maybe 1940 in the actions of Congress, they estab-
lished for the first time a reserve. That reserve corr eql)ondq n arrange-
ment somewhat to the military reserve corps, and I understand is com-
posed of people who had demonstrated during the war special eﬂimency
along certain lines that are related to Fmelorn Service activities.

The purpose of the draft was first to put these men, whoever they
are, in the category of Foreign Service personnel because they derive
individual advantaﬂes from that status. Then also to make particu-
lar use of this RQSQI ve authority which had already been granted.

As T understood, and the experts can give you the details, having
labored with these various technicalities under the law, the Ad-
ministrator would still have the powers of selection sufficient for any
reasonable development of his plan.

The language suggests a restriction just as you implied and this
prompted me to examine into the matter to find why it was expressed in
exactly that way. T cannot discuss the details of it because it is sur-
rounded with many Civil Serv1ce and Foreign Service laws, and mat-
ters of that sort. But that is the general reason for the bill being
drafted in the present form.

The Cramrman. Of course, we could not take control of the foreign
policy away from the President of the United States and put, it some-
where else even if we wanted to. The Constitution would not let us.
All I am suggesting is that T would like to see a further study of this
problem that is involved and the two types of responsibility that are
involved in this enterprise.

I have no quarrel whatever with Senator Connally’s insistence that
foreign policy shall stay where it belongs. We ran into much this
same anrt of a difficulty when we were wr 1t1no' the atomic energy bill,
to determine how we could create civilian control and yet permit ade-
quate consultation of national security through a m]l]tar advisory
committee. And as you know we finally reached a formula at that
point where the civilian administration proceeds upon its own respon-
sibility up to the point where it is proposing to do something which
the military liaison committee thinks collides with the national secu-
rity, at which point the military committee has the right of veto pend-
ing a decision by the President respecting the controversy.

T am just asking that you give some further thought to the possi-
bility of spelling this out a little more plainly to indicate that while
we do wish to preserve utterly undiminished control of foreign policy
in the Secretary of State and the President we do also want to give
this plan of great breadth, ability of stature that you are going to
secure to run the business side of this thing, a chance to run it.
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Secretary Marsmarn. We will certainly do so, Mr. Chairman. I
have already discussed that very issue with Mr. Douglas who is charged
with working on it.

The CrarmaN. Senator Connally?

Senator Con~arry. I just want to say one additional word, Mr.
Secretary. This whole problem, I am sure, was conceived by you as
a matter of foreign relations and foreign policy. I want to say that I
am absolutely convinced that the qecretary of State—of course, the
President over him—should have the authority to determine and to
tell this Administrator, not just to speak to him ‘md say “How do you
do; I am glad to see you”—to tell him when a foreign-relations matter
comes up what he should do and what he should not do.

Of course, you may have to go to the President occasionally if this
strong man Senator Vandenbero refers to, this strong character, insists
sometimes. I think he will also meet a strmw character in the Secre-
tary of State, and the President may have to umpire the situation. It
is absolutely essential that we do not have divided authority when it
comes to the relations of this country to foreign nations. As T con-
ceive it, that is the big question about this whole situation.

They talk about the business side of it. Well, the business side of it
is, of course, important, but it is all tied in, and the Administrator will
have competent assistants, I assume, as to the purely merchandising
angle of this situation. But far and above the mechandising as to
how many dollars we spend is this question of keeping our foremn
relations under the control of the President and the Secretary of State.

We are going to spend billions of dollars on this thing, and it must
be run propeﬂy- it must be run in conformity with our essential prin-
ciples of foreign relations.

The CrarMaN. Senator Capper?

Senator Capper. No questions.

The CHAIRMAN. Senator George?

Senator GEORGE. Mr. Secretarv, I want to ask you something further
about the administrative side of this thing, the administrative ma-
chinery. You must realize, and sooner or later we will all realize,
that the size of this appropriation that will be made will depend upon
the effectiveness of the business organization which will administer
these funds.

In other words, if the American people are convinced that appro-
priations are going to be conserved, and properly and effectively
applied, 1t will 20 Far toward strengthening the plea for European
assistance and aid. But if they have orave e and serious doubts about
it, it will have exactly the opposite effect.

I want to ask you something about this Administrator. T looked
at the bill and I Tistened very (dleful]y to your explanation on page 7
of your prepared statement, where you say this:

Our aid will not be given merely by turning money over to the European gov-
ernments. The European countries will prepare periodie statements of their
needs, taking into account the developing programs of mutual aid worked out
through the CEEC continuing organization. After review by the specialist
economic cooperation officers in each country and by the special United States
Ambassador to the continuing CEEC organization, they will be transmitted to
the Administrator of the American agency carrying out our program of assistance,
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You come to the Administrator in your statement and say :

The Administrator, in collaboration with other appropriate agencies of the
Government, will determine to what extent the European requirements are
justified and to what extent they can safely be met.

Let us suppose that we have arrived at a practical question. The
Secretary of State has decided that as a matter of sound foreign policy
aid and assistance will be given to country X for specific pro]ects m
country X. But let us suppose that the Administrator decides that
those projects are impracticable and cannot be- carried out without
a loss of the money appropriated by the Congress under this act.
Is your decision then to be controlling upon the ‘discretion of the Ad-
ministrator so as to rob him of any discretion and any power to say
that this is not a feasible project, it is not self-liquidating, it does not
intend to liquidate itself, and it will not strengthen the economy of
country X.

There you come to a practical situation. You must either decide,
in that event, that as a matter of sound foreign policy certain pro]ccta
in country X must be constructive and carried out, or the Adminis-
trator’s ]udﬂment must prevail.

Now, what is the situation there?

Secret tary MarsHALIL. The matter there, it seems to me, would re-
quire the intelligence and judgment of both the Administrator and
myself. For purposes of illustration I can exaggerate the affair to
the point of saying that there is little the Administrator could do in
Europe that would not have some relation to foreign relations. In
other words, I would have my hand in almost everything he did. 1
am using that as an exaggerated ilustration.

That, ]10\\‘over ])dlt(ll\(’\ of the same problem of any two char-
acters where there is a question of balancing between them. Who is
going to make the final decision?

The hope of success for this program, and certainly that would be
the high desire of the State Dep(utment is that 1t operates smoothly.
You cannot write, I believe, in the form of legislation, a directive
of sufficient detail, absolutely and unmistakably clear, with the vision
that 1s required about things that cannot even be guessed at at the
time you write it, unless you take from one or the “other any power
in the matter You would then have one man who determines the
issues completely. In this respect, following your question, if the ex-
clusive decision were with the Admlmstmtm it would be a very
unfortunate thing.

On the other hand, if the Secretary of State intruded himself
into all manner of decisions regarding the administration which will
be more or less commercial. that W()u](l be a very unfortunate busi-
ness. However, you have to trust somewhat to Judﬂment You also
must endeavor to lay down a sound basic organization.

In this particular instance you have involvements which cannot, I
believe, be escaped, between the Department of Commerce, the De-
partment of Agriculture, and the Department of State, in relation to
this program.

In that particular example you gave it would be a question whether
my judgment was sound that this particular matter was of great
importance in the over-all situation. The Administrator has the
authonh to decide what is a grant, and what is a loan. That is cor-
rect, is it not?
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Ambassador Douveras. He has to consult with the National Ad-
visory Counecil.

Secretary Marsmarr. He has that limitation also. But so far as
the Secretary of State is concerned, the Administrator approaches
the matter with a decision as to whether it should be a grant, or
whether it should be some form of a loan, or some returnable basis.

There I would say would arise a problem, possibly, between the
Administrator and the Department of State where he, in the opinion
of the Department of State, was taking a rigid view in relation to a
grant which we felt would be very (l.lmaunm in its effect on the
pdltl(‘uldl government in relation to the gener ral situation dev elop-
Ing in Europe and in the world generally.

We have had a recent demonstration of such issues in relation to
France and its impact on the control of American-occupied Ger-
many, which 1s just exactly along the line that you are bringing up
now. We are trying to restore Germany’s vitality Suihcmntly to
make 1t self-supporting. At the same time we have to consider
French reactions. The problem developed into a very critical state,
very critical, at the time I went to Moscow. It has continued critical
until it reached a peak with the overt action by the Communist
groups 1n France.

German affairs intimately concern the French, and this requires
guidance by the Secretary of State because you are dealing with
a situation that goes beyond the mere o(cupatmn of (Jreun.un The
argument may be over, we will say, a hundred millions. The real
involvement is in another direction. And it can spread to other con-
siderations, interlocking, that go pretty much around the world.

I repeat this: You e: mnot | beho\'o with the uncertainty of future
events, draft a legislative control that would cover all these various
comple‘\ltles. You have to trust to a certain degree in the judgment
of the people that are going to operate. The President is alw ays the
final determining factor. He has to decide whether or not, in his
opinion, the international relationship angle is of more importance
than the strict financial procedure of sdt(‘ﬂlldl(lln(" the money appro-
priated by Congress.

You must have in mind that the individual who is confirmed by the
Senate, who is authorized by this law to act, is to that degree responsi-
ble to the Congress and will be called up here to account before com-
mittees of C(mngb.

We are dealing with a world situation. You have to trust to a cer-
tain degree to the judgment of individuals. I recognize how difficult
1t 1s, where there is no clearly defined authority, to l\uvp these matters
in balance. I also rec ognize how difficult it is when you have a very
strong Lh{IldL-t(?l, which is needed and which 1 urgently recommend
we secure, in a matter of this sort. I went through many, many ex- -
periences of a similar character during the war where a very strong
character would get us involved in dificulties in very large matters,
whereas the actual problem was a single lesser thing that lw was in-
tensely interested in and was putting through with his driving leader-
ship and administrative ability. DBut you cannot avoid this. It is
inherent in the situation.

Senator Groree. I recognize what you say, Mr. Secretary. But I
am trying to understand this thing. I am foreseeing this: That if you
have a very strong, robust, vigorous Administrator, he is going to say
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that “Here are certain projects in country X which, at a policy level
have been decided to be a proper function under this act under the law,
and under the appropriation. But my judgment is that the whole
thing is impracticable; my judgment is that 1t will not work.”

Then if Congress says to him, “Why did you spend so much of the
appropriated funds for projects of this kind?” unless he has the re-
sponsibility his answer, of course, is that his judgment has been con-
trolled by someone above him.

Secretary MarsnaLL. Senator, that is a matter for the record,
whether it 1s or 1s not.

Senator GEorGe. I know it is a matter for the record, Mr. Secretary.
But here is your statement, and I think it is a very faithful statement
of the act. Of course, this Administrator is to get all kinds of advice,
he is to be rubbed thin with advice, and by all sorts of directors. Then
you say :

The Administrator will also decide which specific requirements from among
the over-all requirements will be financed by the United States, taking into
account the ability of the country concerned to pay for some portion or all of its

total needs. For those needs which cannot be paid for in cash, the Administrator
will further decide, in consultation with the National Advisory Council.

and of course after listening to the Secretary of State—

whether aid will be provided in loans—were a sound capacity to repay in the
future exists—or in outright grants.

It does not take any business experience or judgment to see that this
Administrator is going to say that ‘“You have outlined a series of
projects in country X and country Y and country Z that I do not
think are practical at all. I do not think they will add anything to
the economy of country X, Y, and Z.”

Now, is his judgment to have any weight, or is the State Depart-
ment, with all due respect to the State Depaltment to have control
of the expenditure of the money in the completion of an execution of
those projects?

Secretary MarsHaLL. As I tried to indicate, Senator, by exaggera-
tion, you could conceive of the Secretary of State endeavori ing to con-
strue practically everything as a matter of foreign policy.

Senator Georce. No, Mr. Secretary. I do not exaggerate it, and I
am sure

Secretary MarsmaLr. I was doing the exaggerating for purposes of
illustration.

Senator GrorGe. It will keep you from descending into details of
the ordinary business transaction. But here is a questlon of policy.

Secretary MarsmarL. I think you misunderstood me. I was ex-
aggerating, for the purposes of illustration, that there is a possibility
of the Secretary of State making such bro ad interpretations of what
1s foreign policy that it would be of great embarrassment to the Ad-
ministrator. On the other hand, the problem is one where it is vir-
tually impossible to define in advance exactly what limitation should
be lmpoqed in the matter.

Good judgment would indicate that only in matters where there
1s a very serious effect on the development of our foreign policy in
this constantly changing situation should the State Depflrtment 1m-
pose limitations on what is proposed by the Administrator.

I want to add this: The State Department does not initiate; the
Administrator initiates. He initiates. And the State Department
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In a sense, takes exception if it feels that that particular proposal is
going to be very unfortunate in its effect on the broad over-all situation.

The main complication for the Administrator, I think, is the Na-
tional Advisory Council because he has to assure them. He has to win
their agreement. That is a difficult thing because each member has to
act in the light of how this is going to be explained at some future
date, and that imposes a very difficult situation on the individual be-
cause his freedom is very much curtailed in that respect.

Senator Grorce. Mr. Secretary, I have not any preconceived notions
as to what machinery should be set up to administer any fund in aid
of these European countries. None whatever. But I realize the abso-
lute 1mportance of having a machine set up, or machinery created,
which will give confidence to the American people.

Secretary MarsuarLL. I agree with you thoroughly on that.

Senator Grorce. I know the difficulties of trying to work it out.

Secretary MarsHaLL. It is an extremely difficult thing to do and it
becomes even more difficult when you get into the embassies abroad.

Senator Grorce. I appreciate that fully.

I believe that you said that this roving Ambassador over there was
rather the Ambassador between us and the committee of the European
countries that would be contacting our organization.

Secretary Marsmarr. That group of 16 nations has set up a com-
mittee and in the various processes that are involved in these trans-
actions he would come in intimate contact with the whole matter, and
particularly from the viewpoint of seeing exactly what is going on.

Senator Georce. And would he be the go-between between any 1 of
the 16 nations and the committee of the 16 or our own administrator?

Secretary MarsHarLL. He would be the representative of our own
Administrator. But some of his observations, where they relate to
the foreign policy, would come in also to the Secretary of State.

Senator GeorGe. I did not quite understand his functions.

Secretary Marsuarn. We did not want to trust to a number of sep-
arate agencies overseas. We want one man to represent the general
trend of the affairs in its guidance from our side of the ocean.

Senator George. I think of far greater importance—I cannot help
emphasizing it again—is an Administration. I am speaking now of
the administration of the money that is to be voted by the Congress as
an Administration in whose judgment there can be reposed reasonable
confidence. And, of course, that would carry with it an Administra-
tion that would be attentive to the policies adopted by the State De-
partment and by the President.

I understand that. But I cannot get away from one viewpoint and
that is that unless the Administration will be charged directly with
the expenditure of this money, that it is one that commends itself to
the American people, we are going to have a great deal of difficulty,
maybe not in the first appropriation, but certainly in the second or
third.

Secretary MarsuarL. It may be, Senator, that my view is wrong,
and that of most of my advisers are wrong. One answer to the
questions you put up would be to do what I was strongly urged from
many authoritative sources to recommend ; to avoid the dilemmas you
have been discussing by placing this administrative unit under the
State Department. I declined that. I thought it was wrong.
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As a matter of fact, unless you ignore foreign policy, which would
be fatal in this pl()cedule, you elther have to do something of the
character we have e pr oposed here, I think, or you have got to put this
agency under the State Department where you lod(re the responsi-
bility unmistakably in the Secretary of State. I thought that was
bad business. I thought that despite the difficulties involved in
putting the Administrator in the position we indicate here, outside of
the State Department with certain checks and controls, that it was
far better to do that than to put the agency within the State Depart-
ment.

If you put it within the State Department you answer most of your
questions immediately because there the unmistakable authority rests.
Bt I think this is better than that.

It has its difficulties. Anything that you inject into this compli-

cated and elaborate system of gover nment we have is always extremely
difficult, such as groups or commissions you set up for a particular
purpose. And the more vigorous the agent of that group the more
difficult the matter becomes, unless you oet one of those rare individuals
that can do pretty much what he wants and still get along with
everybody.

Senator GrorGe. He is a pretty rare gentleman, I think.

I want to ask you one question on the broader question presented
here by this proposal. T note with quite a deal of interest, and quite a
deal of sympathy, that you put a very great emphasis upon the condi-
tion of the countries of western Europe, or of the countries of Europe,
without regard to whether or not there was such a system known to
us as communism, or any proponent of that system in Europe. If I
correctly 111terp1et your statement you still are insisting stronﬂly,
and the basis, the premise, on which you base the whole awument 18
that recovery of the E Juropean nations, war-torn, devastated nations
of western Europe, does require some outside dssmt‘mce. some assist-
ance from outside sources in order to restore that economy.

Secretary Marsmarr. That is correct, sir.

Senator Grorce. Regardless of any ideology of any partlcular

nation in Europe.

Secretary MagrsHALL. Our problem would be greatly simplified
toward recovery—which is what we want because that means a healthy
reaction and we feel pretty certain of what the healthy reaction would
be—it would be greatly simplified if the other nations also would coop-
erate.

Senator GeorGe. And there is a noncooperative nation, I realize, and
appreciate that. But you would still be willing to recommend some-
thing like $6,800,000,000 for the first 15 months if all European coun-
tries were fully cooperating?

Secretary MarsaarL, We would have to survey that. But in general
the conditions are that a large portion of this $6,800,000,000 goes into
foodstuffs. It just happens that in eastern Europe the crop situation
1s much better than in western Europe. As a matter of fact in eastern
Europe, that portion of western Poland which is involved in the seg-
ment taken out of Germany alone provided one-fifth of the foodstuffs
required by the entire ()eundn population.

In Czechoslovakia, and in Poland, and also now in most of the
Balkan States, the food situation has greatly improved because of
weather conditions, and they would be more or less in the position, if
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they did cooperate in this matter, of providing foodstuffs which now
they do not provide.

They, the western Europe, do get coal from Poland, from Silesia,
the Silesian field, and they are gradually moving toward other trade
positions. We had the recent British trade agreement with Russia
for coarse grains in a considerable amount which helps the British
situation to just that extent, and reduces somewhat to that same ex-
tent the necessity for our helping them out with these grains in short
supplies.

It seemed to me in the United Nations conferences, particularly those
individual calls that came to me, that there was a constant indication
of an urgent desire, under the pressure of this proposed European
recovery plan to make certain that their trade conditions were im-

roved across the border line from the satellite states into western

urope. Whether or not that would have been the case, unless they
saw some such program as this coming into effect, I do not know. But
in brief, the general situation would be helped by the inclusion of
more countries in the program.

In my statement of June 5, I said “a group of nations, if not all.” I
put the expression “if not all” in there purely to make clear that we
should not drop the matter if we could not get a unanimous agree-
ment. We should go ahead anyway. That was the reason for saying
that.

Senator Grorcge. My interpretation of your statement of June.5, Mr.
Secretary, was that implicitly in it was the willingness of European
countries to help themselves and especially all those countries who have
any ability to help themselves, and to help each other.

Secretary MarsaavrL. Exactly.

Senator Grorce. I have no further questions.

The Caarman. Senator Wiley ?

Senator WiLey. Mr. Secretary, I understand from your statement
this morning—and I want to compliment you and your statement
of this morning—that you feel your statement at Harvard brought
vigor into some of these countries and they have been going places
since, in self-help. Isthat it?

Secretary Marsmarr. That, I think, is absolutely correct.

Senator WiLey. The thesis of this bill is based upon the general
premise that it is in the interest of the general welfare, of our welfare,
and in the interests of our country, that we undertake this program.
1 presume that lays the foundation for the authority for levying taxes.
Am I right in that conclusion?

Secretary MARSHALL. Y es, SIT. :

Senator Wirey. The general plan is, first, that we will make grants
or gifts, and that we will make loans. Thirdly, that we will guar-
antee investments by private concerns. That is the general tone of
it.

Secretary Magrsmarn. Yes, sir. But your last statement I think
should be carefully defined as to just what it means. I think the last
item, the guaranty of private investments, should not just be left as a
bare statement because the actual meaning of the law. the intended
meaning of the law, is that we guarantee the convertibility into dollars
of the return from the investment provided, among other things,
that the project was initiated with the approval of the Administrator.

Senator WiLey. That guaranty runs for 14 years.
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Secretary MarsmarLL. Yes. But what T am getting at is this: Let
us say that private investors go into this field and it is a complete
flop. In other words, they lose all of their investment. The guar-
-mtty does not apply to that loss. But whatever they recover up to
and not including the profits, we guarantee that it can be converted to
a dollar basis.

That is correct, is it not?

Ambassador Douceras. Yes. That is capital investment.

Secretary MarsHALL. It is confined entirely to capital investment.

Ambassador Doucras. And then only if the return from the capital
investment 1s sufficient to amortize it.

Senator WiLey. In connection with that thought I want to ask
you several questions. First, apparently there is a recognition here
that there is a field where private investment in these countries might
profitably operate. Am I correct about that?

Secretary MarsHALL. Yes, sir. I think so. And I believe T am
correct in this, although it is getting out of my field quite a bit, that
as the program p1oceeds, assuming 1t is successtul, the opportunities
for private investment should increase.

Senator WiLey. Assume that Congress passes this bill and there
1s an authorization of $5,000,000,000 for the first year, is it contem-
plated that guaranties would be over and above that?

Secretary MarsuarL. The limitation is 5 percent, I think, of the
total anthorization which may be granted.

Is that correct?

Ambassador Dovcras. That is correct ; 5 percent of the total.

Senator Wirey. Over and above the authorization

Ambassador Doveras. No. That is not contemplated.

Senator Wirey. In other words, you mean that the amount would
be authorized with a total (ruarantv plus the total expenditures?

Ambassador Doveras. That is right, sir.

Secretary Marsmarr. That is corr rect.

Senator WiLey. Has this particular idea been gone into: We know
that British capital largely built up America, to finance roads, and
concerns. Have the governments, or the people in charge of govern-
ments in Europe, been approached as to the adwsqblhtv—lnste‘ld of
our Government prowdlno the money—that our C‘Iplt‘ll be permitted
to be invested, and that our Government then probably would have to
make some guaranty for that? In other words, to follow the course to
build up these countries, instead of the course we are now pursuing.

Secretary MarsHALL. If I understand you correctly, you are sug-
gesting that we just reverse the earlier procedure of foreign C‘Lpltal
prov1dmg money in this country for the railroads and other lar ge
projects, partlcularlv out west, and turn around now with American
capital to go into Europe so far as they can find a reasonable basis;
and we 1nter] ect this guaranty in order to meet the tremendous prob-
lem of any investor at the present time, which is that when you get
the money you cannot bring it home; there is no basis of convem-
Lility. It is over there, and it is not over here e, and there is no basis
for a continuing employment of profits, or even acquiring the profits,
except in a very abstract manner. This, incidentally, is one of the
greatest pmb]emq of the whole European situation. When one of
those countries sells to another, the balance of currency earned over
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and above barter transactions is often inconvertible. For instance,
Italy accumulated $80,000,000 worth of pound sterling in merchan-
dise and other transactlons with United Kingdom and other sterling
areas.

Now, when this nonconvertibility issue arose last summer, then Italy
could not get the $80,000,000, and Italy was counting on it to buy
foodstuffs and other thmcrs and coal from us.

So the whole procedure broke down on us. That is one of the great
problems in the European situation—that there is no firm basis of
trade settlement.

Senator WiLey. I understand that, Mr. Secretary. The point I am
getting at is this: According to the statement that you ad libbed,
mstead of following your written statement, you made it very clear
that you had faith in the ultimate constructive outcome of this act.

Secretary MarsmavrL. That is correct.

Senator WrLey. You sensed that if we did this thing, in other words,
if help were forthcoming now, first to combat the threat of hunfrer
and disease, and so forth. and second, to antidote the Communist
threat, that we would win through. T believe you felt that that is
your conclusion and justification for this expenditure.

Secretary M. \RbII \LL. That is correct.

Senator WiLey. I say, if that is true, if the same were accomplished
by private mvestment instead of being a general charge upon the
whole country here, that is, if the same sum of money were arrived at
and were handled by pr ivate people as they handled it during the early
days here when foreigners (British, Scotch, French, some German

-apital, some Belgian capital, some still in this countr y, by the way),
helped to build up this country, I am wondering, if you pursue that
thought, whether there is any thmfr in it from x()m angle so that we
would not be constantly increasing our own indebtedness.

There is another advantage in thls If we took $5,000,000,000 of the
people’s money, invested it in Europe, 1t would take the pressure off
what we have in this country. In other words, one of the claims for
inflation is that we have got an extended amount of American curr ency,
and if that were taken out from the pockets of the people here to in-
vest it over there, we would have that much pressure taken off. I am
asking whether that idea has been pursued.

Semet(ny Magrsaarn. Yes, sir; I think we searched that out very

carefully. I believe the answer I gave is reasonably pertinent to your
question. If a successtul bemnnm(r is made in this matter then the
development of oppoltumtles the prospect of the development of
foreign investments by our.own people in Kurope, would be steadily
mmeased, and the degree to which that is m(lelsvd would lessen the
burden on the ﬂener‘ll tax problem for our citizens.

Will you add to that, Mr. Ambassador?

Ambassador Doucras. Senator, the matter has, of course, been con-
sidered. T personally know of several American concerns at one time
or another that have considered making capital investments in one or
another of the European countries. But there are three present deter-
rents.

The first is the matter which the Secretary has referred to: The lack
of confidence, indeed, under existing circumstances, the very serious
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doubt that any profits made in sufficient amount to amortize the invest-
ment and to provide a return in addition, could be transferred back
into American dollars and that therefore, from the point of view of the
American owner, the investment made in dollars in the project would
be a loss.

The second consideration, and it is an important one, is that in re-
spect of one or two of the projects of which I have some knowledge an
investment abroad would contemplate, necessarily, the purchase of
additional raw materials in order to operate and fabricate the articles
for which the plant was constructed. There is very serious doubt as
to whether there is the convertibility of the exchange of the foreign
country into the necessary currency to buy the raw materials.

There is still a third consideration; Senator, and this is quite char-
acteristic of our own experience, that capital, private capital, does not
seek investment when political conditions are unstable.

Now, the period to which you referred during the nineteenth cen-
tury was one of the great periods of freedom and initiative. There
was no question as to the ultimate foundations of society, the founda-
tions upon which society rested, the political structure of society, nor
had there been during that period any serious doubt cast upon the op-
portunities of individuals. ,

Hence, although we may have had some relatively minor economic
disturbances, the North American Continent and other outlying parts
ot the world offered a great opportunity for the investment of capital
and 1t flowed to those areas. Millions of dollars were invested by
foreigners in the development of the cattle business in my own com-
munity, just as an example.

But that condition does not now exist in Europe, and it is a product
of the war in a very large measure, combined with other forces that
are operating, eating, eating at the foundations, the ancient and tra-
ditional foundations of that society.

Those are the three considerations.

Now, one of the great purposes as I understand it of the European
recovery program is to provide the sinews, the financial sinews, with
which political stability can be restored in western Europe, and with
the restoration of political stability progressing parallel with eco-
nomic stability, the creation of the environment which capital seeks
will follow. That is one of the purposes of the guaranty.

Senator WiLey. I agree with that. Of course, that argument will
always be presented if they can get us to furnish the money through the
years to come. It will not be stable if we develop the least tenderness.

I would like to get the judgment of the Secretary on this. Is there
any danger, by doing what we are doing, that we will create in them a
thought that “here and now we have got a false feeling over yonder,
and no matter what happens they will take care of us”?

Secretary MarsHALL. I do not think there is that danger. I think
the general effect is exactly the contrary. That is what we were seek-
ing in the suggestion made on June 5 last, to have them get together
and make a combined, a cooperative, intelligent, aggressive, struggle
to advance themselves.

I have heard it eloquently stated by a very distinguished person
abroad—I am sorry, I. cannot name him—that it was not merely the
material requirements that were essential to the recovery of Europe,
that even more important was the spiritual uplift from this condition
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of apathy, this tribulation piled upon tribulation that they had to rise
above.

This program, in effect, starts off by dealing with, we will say, sick
people who are oppressed by their trlbulatlons

Senator WiLey. You think this is a spiritual cocktail or a material
cocktail ?

Secretary MarsmarL. I do not think it is a cocktail either way you
take it. It isa very difficult problem, and one of vast consequence.

Senator WiLeY. I say that, Mr. Se(.'let:uy, because I am very serious
about this, and I follow your idea.

Secretary MarsmavrL. Will you allow me to finish this?

Senator WILEY. Yes.

Secretary Marsuarn. We are dealing with sick nations. Now, you
do not get very much out of a sick man “at the start. You first lnve to
get him on his feet. You have got to get him started again. You have
to give him a little faith in himself. That is what we started. You
mmht say that that is the problem of the first 15 months we face,
thoucrh as a matter of fact the mere suggestion of last June has had
qulte a psychological effect. It led a coopelatlve proposal of the 16
nations that is almost without precedent in history.

Your action in the Congress, of granting the intermediate aid which
to them 1mplied a stlonum hope that a «Tenem] program would go
through, on a long-term bamm has been a tr emendous stimulant and
I think had a very Tar ge part in the successful resistance in France and
in Italy, to the communistic effort made there last month to break
down those Governments.

My own thought does not indicate a continued feeling of dependence
on us. The reactions of the people will stop that, bemuse there will
always be at least an opposition party who will malke various allega-
tions against the party in control. One allegation, in the line “of
the suggestiosn of the propaganda of the Soviet Union, is that we are
qttemptlnﬂ to impinge on their sovereignty—which, of course, we are
not—that this is a vast scheme, a Machiavellian scheme for imperial-
istic control in Europe.

This committee hearing would not indicate that. The effort to,
marshal public opinion in | this countr y would not indicate that. We
know that that is not true.

I think that we fail in quite a measure to appreciate the amount
of national pride involved in this problem.

Senator WiLey. I want to say there, Mr. Secretary, that T have seen
quite a bit that manifest and that I have heard quite a few people
in Europe say that they hoped there would not be another gift. You
have heard that, too, have you not ?

Ambassador Doucras. Yes, I have, Senator.

Senator WiLey. So we are contemplating building power plants,
contemplating building up their transportation sy stem and nthm'
things. Has that been worked out, as to what sec mltv Uncle Sam
should have for building up those substantial improvements in
Europe?

Ambassador Doucras. May I answer that?

Secretary Marsmarn. Go ahead.

Ambassador Doucras. In respect to power projects, it is altogether
probable that the International Bank would be the mshumontdhtv
that would finance them. I cannot speak with authority because the

George C. Marshall Foundation, Lexington, Virginia




34 EUROPEAN RECOVERY PROGRAM

National Advisory Council would have at least consultative powers in
the matter, and the International Bank would then, of course, advance
the funds if it considered that the project was economically sound, and
that it would pay out, amortize itself.

Senator Wirey. Has that been broken down, for instance, so that if
you were to get general authorization of the total amount $15,000,-
000,000, or for the first year, $5,000,000,000, that we will know that
probably the International Bank would finance part of that $5.-
000,000,000, or would it be on top of the $15,000,000,000? Or what
would it be ?

Ambassador Doucras. So far as the International Bank is con-
cerned, it would be on top of, and in addition to, the amounts appro-
pr iated under this proposed legislation. The E\port Import Bank
would operate in a different way.

Senator WiLey. I am interested in pursuing this question—and
from what I have said I trust that no one will get the idea that I
am opposed to helping the needy or doing more than that, if neces-
sary, in helping some that are not so needy who are hard working
and indicate a desire to build or construct. But I am, hOWQVQI
sensitive of the fact that we have, since the war, put into Eumpe
something like $22,000,000,000, and I would really like to have for
the record an eq)lalntlon by the Secretary and others as to the
results, constructive or otherwise, to come out of that. If it is a
qlestlon of a spirit being born—when I said spiritual cocktail I
meant, just that—if it has resulted in rebuilding courage back into
the people and putting them in better shape so tlnt we do not have to
give them some more, I think we should have that story, and have it
~ definitely.

It is suggested by the chairman of this committee that people in
this country are saying to us in letters, “You are trustees of this
money, these values in America; you are trustees of them, and the
trustee had better use the best ]ud(rment he has when he invests our
money.”’

I know they will say that next year, or this year, when a lot of folks
run for office.

Any light that can be brought into this picture would be welcomed
as far as I am concerned.

Secretary MarsmarL. I think the general indications of the pro-
gram, Senator, show that it is suppoqed to reduce the demand on this
countly to zero at the end of 4 years. That is the hope, that is the
purpose. Rather than let this condition drag out with its fateful
consequences to the world, and on the form of governments as we
know them, and particular lV to our own security ; we should do some-
thing to assist in getting the situation in reasonably healthy shape
within a reasonable time.

I do not know whether it is wise to make a reference of this kind.
But I heard an address, an ofthand speech, by a Member of the Senate
to a group of businessmen the other day, in which he commented on
the South and its reconstruction period, describing what they had
done for themselves, exclusively by themselves. The only thma he
did not mention was the long stretch of years involved in the domrr
of it. If you try to compare that reconstruction to the pleqent
European situation, the fact must not be ignored that there were
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no threats that imperiled the general world situation and the gov-
ernmental structures upon which we wish to depend.

The interesting phase of the matter in the light of the present
problem was the “number of years that were involved in the partial,
not, yet complete, reconstruction of the South, left to itself Vn*tually
uunaided. We cannot afford, the world cannot afford, to have Europe
dlagfred through any such lenO'thy period.

Senator WiLEY. You have not for gotten the RFC, have you? And
the rest of the boys in the last war, this last war?

Secretary MarsHarLL. I am talklng only about the rehabilitation of
the South.

Senator WiLey. I am talking about that too, sir.

Secretary MarsHavLL. You were referring to a later time than I

ras. 1 will put it that way.

There was a long, distressing period when the impulses of the Na-
tion had turned to the West. You must consider the number of years
that were involved, and the slow, tortuous struggles back to a rea-
sonable degree of prosperity, a reasonable standard of living. The
destruction in Europe is incomparably greater than was that of the
South, and its importance to us and the world is such that we cannot
let matters drag on and on.

Senator WiLey. First, Mr. Secretary, it is your judgment, and I
think of all the nnportant men in Europe, that there is an imperative
need for food, clothing, and sustenance. You agree to that?

Secretary MarsHALL. Yes, sir.

Senator WrLey. That I do not think any American objects to.

Secretary Marsmarr. I think, as you said, it is our duty as a good
Samaritan to meet that call.

Senator WiLey. Now, I want to ask this question, and it may be a
psychological one : Do you think we have reached a point in our think-
ing where we feel we can buy certain things with gifts or money that
are not purchasable on that basis?

Secretary Marsmarr. I do not think this is a question of buying.
What we are trying to do 1s to create a C()Il(lltlon over there whereby
they can regain a certain stability themselves. T do not even assume
that there will be much gratitude that will be Velv impressive in this
country. You always O'Pt in trouble when you give. I think that is
a well-known fact of life.

Senator WiLey. Especially if you loan.

Secretary MarsaarL. I think you have more experience in that than
I have.

Senator Wirey. Not personally, but the Nation has.

Secretary MARSHALL. So that is not the expectation we are qeo]\-
ing. We are trying to do, as nearly as we can figure it out—certainly
in the State Dep‘utment administration—what seems to be the right
thing in the prevailing situation in the world. We want to ter minate
the contmua] neceqmtv of giving this assistance, and to create a con-
dition of stability which will fav orably affect the entire world.

The Hitler Government had an expression that a certain section
there was “the heart of western Europe.” The satellite countries, too,
are a factor in the world-trade situation. This heart of Europe has
been administered a devastating blow. It affects the entire world.
There is hardly any situation in trade or commerce that you touch
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anywhere that is not affected by it. We are very much interested in
the world. The type of world that develops from these conditions is
of tremendous importance to us. From the financial viewpoint alone,
a continuation of this unsettled state of affairs will automatically in-
volve us in large expenditures that will be wholly nonproductive.

Senator WiLey. You have stressed a gamble, that if we win we may
save ourselves from a third world war.

Secretary Marsmarn. If we avoid the threat of a third world war
we will have saved ourselves from the necessity of tremendous appro-
priations for national security. National security 1s an expensive
business and its requirements continue year after year. I have had
considerable experience in the struggle for such appropriations, and
the usual inadequacy of them until we actually got into this last war.

Senator WiLey. Yes.

The Caarrman. Mr. Secretary, I think we will recess. It is 12: 30.
It you will be good enough to return at 2 o ‘clock we will resume the
hearing.

('Ihel eupon, at 12: 30 p. m., the committee adjourned, to reconvene
at 2 p. m.)

AFTERNOON SESSION

(The committee reconvened at 2 p. m., upon the expiration of the
recess. )

The CratrMaN. The committee will come to order.

Senator Wiley ?

Senator WiLey. Mr. Chairman, I will not take much more time.

In view of what we have been told Mr. Secretary, as to the situa-
tion in Germany—of plants that have been taken out, and so forth—I
will just ask a general question whether, at this time, you could give
an e\phnatlon so that the people who have had misinformation on
the subject, people in this country, can know what the facts are?

Sec1etaly MARrsHALL. Are you talkmn‘ about the removal of plants
and matters of that sort?

Senator WiLey. Yes.

Secretary Marsmarn. We are in the process of continuing discus-
sions with the British in our endeavor to arrive at an fldequftte arrange-
ment or arrangements regarding any further shipments of dismantled
plants to the east. We are also restudying the entire question par-
ticularly as it relates to the recent announcement that deliveries by
the Soviet Union are imminent under the reciprocal delivery provision
of the Postsdam agreement. That refers to the 15 percent of the total
25 percent entitlements to capital reparations returns under the Pots-
dam agreement.

We e‘(pect to be in a position to provide further information in this
connection in the very near future. .

As to the dismantling at this time, if any such dismantling or any
such deliveries are now going on or in immediate prospect, they rep-
resent the tag ends of the plantg previously allocated to the Soviet
Union, the deliver vy of which was not suspended when the United
States stopped further dismantling of general-purpose plants in May
1946,

These deliveries consisted largely of general-purpose equipment,
some war plants, the retention of Whl(‘h in Germany has never been
contemplated. We have asked for precise infor mation which will be
made available to the committee as soon as it arrives.
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Because the retention in Germany would not assist the economy of
the western zones, and no economic justification could be given for
holding on’to the remnants of the plants already substantially de-
livered, we went ahead on that basis.

It appears preferable to complete these deliveries which were not
suspended when general reparations were halted in May 1946. Until
a definite governmental decision is reached as to further deliveries
it is desirable to avoid any action which might precipitate the whole
issue and possibly invite reprisal by the Soviet Union. We can well
afford, we think, to complete these relatively minor commitments until
a firm decision has been reached as to our future course.

There has been no suspension of the general dismantling program.
It is difficult to give a complete answer to the question without a full
discussion of the reparations program. DBut there are two considera-
tions which, in our judgment, make it exceedingly unwise to call a
temporary halt to the program as a whole. The first is that to stop
dismantling, and then try to resume, would have a very serious politi-
cal consequence within Germany. The Germans of the United States
zone have been promised that the dismantling would be promptly con-
cluded and that that will be the end of the matter. In other words,
they are now clear as to the situation, and what they have to do. They
know where they are and can plan accordingly. If there is a stoppage
there will be uncertainty and contention and the reparation issue will
be again in the forefront. Any further delay by this Government will
encourage political opposition within Germany.

The second reason is that the stoppage would seriously prejudice
our relations with recipient governments, members of the Inter-Allied
Reparations Agency. The disadvantages of a permanent halt apply in
a large measure to even a temporary halt.

Those countries need the equipment now. I am talking about the
particular group of mostly the western states. We are obligated to
deliver it, by international agreement. and failure to do so would give
propaganda material to the critics of the United States within those
countries.

It is true that most of those governments are prospective recipients
of assistance under the European recovery program. But their policies
with respect to German reparations are dictated by many considera-
tions which cannot easily yield to our desires. I do not wish to suggest
that the Congress should not have a real opportunity to examine the
reparations program. I hope that we will be able to provide all the
data in the next few weeks.

The process of allocation and dismantling of plants is at best very
slow, and I do not think the situation could change very much by the
time the committee’s studies are complete. Nor do I wish to appear to
prejudge the committee’s findings. But I venture to predict that when
it has considered all the factors it will not desire to propose any radical
revisions of our existing policy toward the signatories of the Paris
reparations agreement.

Senator Wirey. Then T understand that what has been going on in
relation to removal of plants is pursuant to agreements entered into
with our allies with relation to reparations.

Secretary MarsHALL. Yes, sir; and General Clay has been very
anxious to get the matter cleared up. The morale of the people in
Germany with whom he is dealing is very seriously affected. The
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whole business of rehabilitation of Germany to a self-supporting status
is interlocked with reparations removals, and the longer the decision
1S dehyed the more difficult his partlcuhr problem becomes.

Senator WiLey. If and when this becomes a program, I take it that
besides the three subdivisions we spoke of today that there is also con-
templated that this Government will see to it that adequate experts
are provided in case machinery is furnished. I have in mind the infor-
mation that I feel is correct, that there were some 8,800 tractors sent
to Poland under UNRRA. A large percentage of these tractors have
become useless because there is no technical aid given as to the opera-
tion, and parts are not available, and they are lying around there like
so much useless war machinery, whereas they could be made to produce.

I presume that that will be borne in mind in furnishing technicians,
in this whole picture.

Do you agree that one of the things that Europe now needs is ex-
perts?

Secretary MAarsHALL. Yes, sir; and certainly in regard to our Ameri-

can techniques, machinery, and thm(rs of that sort.

Senator WiLey. I have palt]cuhrlv in mind a quotation in a letter
that I received from someone several days ago, from someone just
returned from Europe, and I quote the identical language :

I have seen too much industrial as well as agricultural machinery ruined be-
cause of a lack of experts or the lack of those who had authority to put into effect
the proper method of operation.

Secretary Marsmarr. The bill authorizes that, Senator. But I
think there is also another consideration that has to be taken into
account ; that is, certain human frailties.

T found during the war on both sides of the Atlantic, at tlmes a
failure to use proper technical assistance and advice, and it gener ally
fiowed from the same reason. You could not tell the other fellow
much, you could not tell our fellows enough. We always ran up
against a self-satisfied attitude, and we encountered that as much
among our own people as among foreigners.

I think that is always a factor; how you break that down and how
tactful your agents are in 1ntroducm<r their special skill. We are
all a little bit inclined to be resentful if somebodv appears who claims
to know a little bit more about something than we do. We ran into
some serious and some amusing e\amples of this sort.

It was difficult for us, to get the proper understanding, for instance,
regarding tanks, because our people were pretty hard to convince.
It was very hard for us to tell the Europeans, British in particular,
about their failings in tanks. They had, we thought, serious failure
on the mechanical side, and they thought we had a weakness on the
fichting characteristics. I think both of us were a little right.

F 1nallv under the force of circumstances we got toaether, but de-
lays had resulted.

Regarding the Polish situation as to tractors, it would seem to be
a very marked example of a failure, if the facts are exactly as stated.

Senator WiLey. You spoke this morning in your statement of the
situation of these people that we are Jldlll“‘ T wonder whether or
not in this program there has been any consideration of the quid
pro quo ?

Secretary MarsmarLn. There has been consideration of the quid pro
quo specifically in relation to certain raw materials, where there
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seemed to be a basis for an exchange which would lessen our burden,
or would improve our situation. I think that has been taken into
full account. Isn’t that correct?

Ambassador Doucras. The participating countries, under the bi-
lateral agreements we propose to make with each one, will be required
to facilitate the sale to the United States of those raw materials for
stock-pile purposes which are in excess of their own commercial
demands.

Senator WiLey. It is a known fact, is it not, that some of these
countries, or the citizens of these countries, have assets in-this country,
considerable assets? Is there any thought that the money that the
American people are advancing in this case will partially be paid back
by gold and dollars of other countries?

Secretary MarsHALL. That has been looked into very carefully. T
think you can get a much better statement in regard to that from Mr.
Snyder than you can from me. He is familiar with the essential facts.

Senator WriLey. 1 realize from the statement the chairman of the
committee made this morning that there will be many others, but I

want to say, Mr. Secretary, that you have a unique position in the
hearts and ‘minds of Americans, and that, after all, you are credited
for giving birth to this baby. I would like to know just what your
ideas are on this subject.

Suppose a country X had $3,000,000,000 in American gold and
property, that is, the citizens had, are we going to ignore that fact?

Secretary MarsHALL. No, sir, I think I should answer that by say-
ing that naturally you would want to get my view on as many of
these details of this immensely complex affair as it is practicable for
me to give; as to resources of this country; as to resources abroad; as
to ablhty to do this or do that. My main concern was to make certain
that I had the best minds available working on the problem, and
then giving me, in the end, a summary of this and a summary of that.
Solely within mV own capacity it was utterly impossible for me to
Work out these details. In the first place I have not been here in
Washington for much of my time; only a week or so at long intervals.
And O‘enerally 1s not a very qulet period for me here w hen I do come
back.

But in this particular case, as I said in my statement, I think we
have had as searching an examination of all the facts as ever has been
given any proposal submitted to Congress. It has been my effort to
see that that was done, that the people who did it were capable people,
and that the procedure they followed was a practical, cooperative,
efficient procedure. I think all of that can be made very cle(lr to you
in these hearings.

Senator Wirry. T did not quite get the answer I wanted. We
recognize, of course, that the major pmtmn of the goods that we ship
to Europe are in relatively short supply here. The . economic effect or
impact upon that situation, of course, is increased price levels here, is
it not, ?

' Secretary MarsHaLL. T think it 1s more a question of production
here than it is of increased price levels. I also think it is more a
question of procuring elsewhere, where the items are available, those
that are in short supply or completely lacking. This should oceur in a
good many instances.
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The interim-aid bill gave us somewhat increased latitude to go out-
side of the country to get things in short supply. This present draft
legislation proposes for off-shore procurement authority.

I looked into that specific question in relation to two factors. Ome
was the effect of the European recovery program on Latin America,
for example, to which I referred this morning, and another one was the
effect on the European recovery program and our own situation in the
United States, and of procuring supplies from Latin America.

Out of the first $6,800,000,000 slightly over 214 billion dollars goes
for offshore procurement of which Latin America will receive a sub-
stantial share.

Senator WiLey. That particularly has reference to oil and other
commodities.

Secretary Marsmarn, Wheat and things of that sort.

Senator WiLey. The picture is sefup that way.

Secretary MarsHALL. In other words, we tried to seek out ways of
lessening the burden, the impact on the American scene and partic-
ularly as relates to rising prices.

But again I say that I think the principal solution to that, so far
as the European recovery program is concerned, is in increased pro-
duction. Ty

Senator WiLey. Has there been any consideration given to this idea
that in view of the high shipping costs that nations like France, whose
citizens have gold and American money, take care of the shipping
costs.

Secretary Marsmaarr. I am not quite clear on the latter part of your
question. But I think I can answer it.

One of the provisions of this bill is in relation to the temporary
chartering or the actual sale of shipping, in order to cut the excessive
dollar costs of freight to Europe that are involved in the European
recovery program.

Senator WiLey. There is a drastic power conferred giving you the
right to take ships.

Secretary MarsHALL. Yes,sir. What I am getting at is this—

Senator WiLey. What I am getting at is, are there any nations that
will look after the conveying of the goods from this coast to their
recipient nations, and save us that expense?

Secretary MarsHALL. Thdt is what I thought I was answering. It
1s expected that a large part of the shipping would be conveyed in
foreign vessels without dollar cost. In order to avoid the tremendous
dollar expenditures for frreight still to be carried in United States
vessels the charter and sales provisions have been proposed. I think
coal in Europe that comes from the United States, not considering
railroad charges, or river charges, costs $24 a ton. I think something
like $14 is the acean freight. Much of that is being paid in dollars.

By the provisions of this draft legislation these countries can charter
a ship for a limited period after which it reverts back to us. This cuts
down very considerably the dollar cost of the shipment of this material,
these items, across the Atlantic. That, of course, introduces this factor
instantly : certain American firms are operating those ships, and that
money, instead of going to them, will go in a lesser payment to the
new charter countries that are operating the ships.
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It boils down, really, to this: Whether or not we subsidize as an
item of the cost of this program, American shipping, operated on the
American basis with American costs, or whether we proceed, as indi-
cated by this draft legislation, to charter on a temporary basis, these
ships, or to actually sell them. Of course, when you go beyond charter,
and go to sale, you come into the factor of our own security, meaning
the ocean shipping that we had in being, which has a very pertinent
part to play not only in our world trade but also in our naval strength.
That is a very large issue which has to be discussed from those various
points of view.

But we have endeavored to present a method of cutting costs by a
very material amount in respect to shipping.

Senator WiLey. There is another angle to it, and that is that some of
these countries have the assets to pay for shipping.

Secretary Marsmarr. Of course, the more they pay in dollars on the
shipping cost the less they have for the other requirements of the
European recovery program.

Senator WiLey. Is there any thought in mind now, after our ex-
perience with Panama, of seeing if, probably out of this program, there
18 a possibility of getting some outer bases?

Secretary Marsmarn. This program does not provide for anything
like that. Ithink it isvery important that in the business of this Euro-
pean recovery program we o not introduce factors of that particular
nature because that would merely go to support the violent propaganda
efforts against the whole procedure. We are not buying an advantage
here for ourselves. We are trying to improve a very serious world
situation which, in the end, it is of great importance to us that it be
improved.

Senator WirLey. Mr. Secretary, I think I can agree with that state-
ment. At the same time, as I said this morning, I feel that we have
been drawn into two European wars and since the war we have spent
billions and billions. In view of the advance in technological war-
fare which American ingenuity and invention have brought about,
Greenland and the islands of the Caribbean are important places.
T never thought that we could buy their friendship, but T think that
Europeans have taught us the need to be practical, to approach every
problem with a common-sense attitude, and I feel that maybe here
1s another opportunity that we lost some years ago. I just bring it up
for consideration, that is all.

I think that this morning you brought out pretty strongly that the
advantage of the program was to rehabilitate our friends in Europe
and really see to it that they do not economically go to pieces and that
thev do not politically go to pieces.

We had your statement, I believe, that you thought that doing what
we are doing will not play into the hands of the Communists, that it
will just have the opposite effect.

Secretary MARSHALL. Yes, Sir.

Senator WiLey. You intimated in your answer to my first question
this afternoon that there would be forthcoming from General Clay
or others a full picture in relation to Germany.

Secretary MARSHALL. Y es, sir.

Senator WiLey. This program contemplates, however, as T under-
stand, definite steps in relation to resuscitating that part of Germany
that the British and we are occupying.
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Secretary MARSHALL. Yes, sir.

Senator WiLeY. I want to ask a few more specific questions. This
relates to Italy. I thinkitis generally conceded up to the time of Mus-
solini that Italy was beset w vith secret organizations like the Black
Hand and under his rule he disposed of all those revolutionary elements,
I want to ask if you feel that Italy is reverting to her former status
or whether it is hoped that she Wlll accept real democratic principles?

Secretary MarsuarL. It is certainly hoped very much she will accept
democratic principles.

Senator WiLey. You think our previous contribution to Italy has
alded in that direction?

Secretary MarsHaLL. I think it has. T do not know what might
have happened if we had not done what we did do. The battle there
is still continuing, and it a very strenuous one, to create a completely
confused situation greatly to the dlsadvantaoe of an orderly govern-
ment.

Senator WiLey. I saw something recently to the effect that these
recent wars, the two World Wars, “Thave drained Europe of their in-
vestments in foreign countries and I think recent statements show that
she 1s something like $2,400,000,000 short between her exports and im-
ports. Your theory is that by pursuing this course that differential
could be wiped out?

Secretary MarsHALL. Certainly it can be greatly reduced. As a
matter of fact presumably the impetus which has come out of the pro-
cedure of the summer in relation to this matter have all greatly ac-
celerated, invigorated the British effort to do more in the way of pro-
duction, in the way of work, which is urgently needed. The results in
coal, as measured by the monthly statistics 1n the reduction of the
degree of unfavorable trade balance, have already indicated this in a
very marked way.

Is that correct, Mr. Ambassador?

Ambassador Doucras. There has not been very much of a reflection
in the diminution of the trade balance yet, Mr. Secretary. The reflec-
tion of the action of the Congress and of the United States Government
has been more in the determination of the respective uropean coun-
tries which have been the recipients, to resist the efforts of other forces
to seize power and they have been reflected also in certain of their own
indigenous productive efforts.

But I think the drain on their balance of payments has continued
in some of the countries unabated.

Secretary MarsaarL. I was speaking only of England.

Ambassador Doucras. In England the drain on the dollar reserves
has diminished principally because of a new program which the Brit-
1sh Government adopted.

Secretary Magrsnarn. What I was saying is that the impetus which
was generated in the summer has begun to produce results of that
character.

Senator WiLey. I think we saw that mainly in the coal production.
I think the French production total has gone up.

What I am thinking about in that questmn 1s this: That you have
oot Europe now, even prevlouq to the wars, able to maintain herself
because of her for eign investments. Those foreign investments are
largely gone so that there is not that income there. I am leading up
to this questlon Whether or not consideration was given, as there is
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considerable consideration being given in England, to the proposi-
tion that, if western Europe and the white race in particular is to

arry on, it has got to be done by a large development of natural
resources and effort?

Secretary Marsuarr. There is no question but what that effort and
development is very important to the general picture. That seems
to be the tendency at the present time, and there is intense interest in
that particular part of the world.

Senator WiLey. I think the statement the other day indicated that
in spite of the war the population in Europe had increased by some
millions, and that Europe was totally unable to take care of her own
population and that no matter what her age was, that that condition
would continue. Therefore, it calls for a broader vision; it means
extension of the new colonial empjyre, if you want to call it that, by
the nations in Africa where you really have production of raw stuﬁ'
and a resettlement of people there.

I want to know if that has been given any consideration and then
I am through.

Secretary MarsmarL. It has been given consideration in relation to
these displaced persons, for example, as to where they could be lo-
cated. 'This would not only take that burden off Europe, reduce its
density of population, reduce that particular character of burden, but
it would also give these people a means of sustenance and at the same
time develop resources that are at the present time untouched. That
applies in Africa; it also applies in parts of Latin America

Senator WiLey. That is all, Mr. Chairman.

The Caairman. Senator Barkley?

Senator BarxrLey. Mr. Secretary, speaking of the German situa-
tion, I suppose it is impossible to predict now, in view of what did not
happen in London, the ultimate future of Germany as a whole ; whether
it will be p0551ble to arrive at a peace treaty that adequately deals
with Germany as a whole, or whether 1t will be necessary to organize
a separate nation in western Germany.

In the consideration of this plan as it would apply to Germany,
assuming that there would be a bilateral agreement between our Gov-
ernment and every recipient beneficiary government, what would be
the machinery in Germany as it is now Situated for such an agreement
between our country and any responsible government in any part of
Germany, or would that have to be an arrangement between the three
nations occupying Germany—the United Q'0tates, Great Britain, and
France—or would it be an arrangement with our own occupation forces
in the territory which we occupy2 How would that be worked out.?

Secretary MArRsHALL. At the present time, in the present situation,
just as occurred during the meetings of the 16 nations in Paris last
summer, the report would come from the bizonal control. Of course,
that implies that the British side of the bizonal agreement, and the
American side of the bizonal agreement, in matters of ver y high policy,
would get their authorizations from their home Governments.

But they have a charter and they have certain agreements on coal,
and, level of industry, for example. Within the framework of those
agreements they could proceed to do business, to go ahead.

There are also several Commissions, the United Kingdom Commis-
sion, for e\mmple that are involved in this. Where we “did have what
we called “Echo,” a coal commission, its duties have now been trans-
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ferred to the United Nations Economic Commission for Europe. I
have forgotten the exact technical designation. In that manner the
bizonal British-American zone would be included. It is becoming a
more clear-cut organization day by day.

The French zone would be dealt with through the French Govern-
ment. However, in its operation 1 think we will find, as time goes
along now, rather rapidly, that within that zone the procedure will
more and more closely parallel the procedures in the bizonal agree-
ment, which may eventually become a trizonal arrangement.

In dealing with those zonal organizations you must understand that
they go back to their home governments regarding anything beyond
the agreements that have already been approved for their interlock-
ing commitments and responsibilities.

The question of those three zoneg would be of very direct concern to
the British, American, and French Governments in relation to the
16-nation agreement, of which all are really a part. I do not antici-
pate any difficulties along that line.

To go into the larger problems that are implied in your question, I
do not think now is the time to make decisions as to just what final
action is to be taken in Germany.

What we are proposing now, in my opinion, and in the opinion of the
State Department administration, is a program which, in effect, forces
an issue in that it has the tendency probably to bring about agreements
rather than to prevent agreements.

In other words, if we did nothing, if we had no prospective program
of this nature, and took a rather negative attitude about the only agree-
ment in prospect for the unification of Germany would be the Soviet
proposals, roughly throughout, which we could not agree to.

This program tends to create a situation where I think in the end
we are much more likely to get agreements than would otherwise be the
case. ,

I would also say that to consider a peace treaty for only a portion
of Germany would not be a desirable action at the present time. What
is needed, to put it another way—and what I tried to give expression
to when I was talking on the radio the other night—what is needed is
to get the situation stabilized along very firm lines. Everybody then
would be compelled to consider that situation and to decide then what,
under the circumstances, would be best for them to do. I am referring
only to the western countries, but more particularly to the eastern
states.

If our procedure is firm, resolute, and reasonably successful it will
exert a heavy pressure economically over all of Europe. But at the
same time it will present the opportunity for other settlements.

In the midst of all this dissension, in the midst of these repeated
refusals to go ahead in Germany with its unification, proposals are
coming up all the time in regard to trade. These are healthy signs,
I think.

Senator Barkrey. I recall that a couple of years ago Mr. Molotov
made a speech in which he held out the hope of German unification.
Later Secretary Byrnes at Stuttgart made a speech in which he did
the same thing. Of course, that unification politically—they had in
mind political unification as well as economic unification which was
really agreed to, I think, in one of the conferences, Potsdam or some-
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where—anyway, that has not happened. It has not happened either
economically or politically, so far.

You feel that notwithstanding that failure up to date to carry out
those promises or fulfill those hopes held out, that there will be a way
by which this plan can implement that part of Germany which is
occupled by the Americans, the British, and the French, so as to afford
it, within limitations, I suppose, as fair an opportunity to share in this
1ecovery as 1t would be to the other countries.

Secretary MarsuaLL. Yes, sir.  Very much so. I do not think we
have an issue there, for some time to come, which would excite the
fears of the French, notably, and also the Italians and the other
smaller states, of the revival of a Germany that would become a mili-
tary threat. T do not think a possibility of that sort is in prospect
for some time to come. What we have to be careful about is that we
do not set up a system which establishes a precedent which would
be very hard to depart from, and which in the long run would
rehabilitate Germany in a way that would make her a renewed threat
to the peace of Europe.

Senator Barkrey. While the restoration of local government in
Germany has proceeded rather satisfactorily, I think in the sense
that cities now have their own elections, choose their own local offi-
cers and districts do the same, there is no general government in Ger-
many that would have the authority to enter into a bilateral agree-
ment with the United States or any other country.

Secretary MARSHALL. That is correct.

Senator Barkrey. In view of that fact

Secretary MarsmarL. I think with our own representatives that we
have there we could go about the business satisfactorily. Possibly,
in that respect, it would be a bit easier than if we were dealing with
a sovereign government, though I would much prefer that we have
the country organized.

(Further discussion was continued off the record. )

Secretary MarsmarL. The same applies in our discussions about the
organization of Germany. There is so much between the lines, and so
little in the lines, of the purpose, the reason for the opp051t10ns And
when there is poured on top of that a tremendous flood of propaganda
statements the water becomes so muddy that it is difficult to under-
stand anything about it at all.

Senator Barkrey You spoke this morning about the suggestion
which you made at Harvard on June 5, and Tater the invitation ex-
tended by Mr. Bevin and Mr. Bidault, having included all the na-
tions of Kurope, without exception. SI\t(‘(‘]l of them ace epted.

You do not have to express any opinion about this unless you want
to. I am firmly convinced that most of the others, at least some of
them would have accepted if they had been free to do it.

Secretary Marsmarn. I do not think there is any question about
that.

Senator BarkrLey. Maybe all of them. I have in mind at least
three which I am sure would have accepted. One of them did accept,
and withdrew it. The others intended to. But if they had all ac-
cepted, or more of them had accepted, would thexe have been any
material difference in the amount of the first year’s appropriations
which you were asking ?
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Secretary MarsmarL. I do not think there would have been any very
material difference. It is conceivable that possibly it might have been
a smaller amount.

Senator BarkrLey. That is my next question, whether the advantages
of their full cooperation in the plan would have to some extent, or
might to some extent, have lessened the requirement for the amount.

Secretary MarsuarL. I think that is correct. Of course one can go
into the analysis of the figures and get varying results. But there
is no question whatever that the more nations that engage in this
cooperative effort the quicker the readjustment and rehabilitation
would be achieved.

Also, I would say by the same token, the result of such general co-
operation would probably have resulted in a great deal less difficulty in
reaching decisions regarding Germany itself, and Austria.

You spoke of all the nations “without exception”. Spain was not
invited.

Senator BargrLey. That is true. You spoke of the effort of the
Soviet Union to prevent the operation of this plan, and so forth,
although maybe no official documents are on file in the foreign offices
regarding the matter. Is it fair to say that the activity of the Soviet
Government in undertaking to prevent some fo the nations in Europe,
especlally those under its influence, from going into the plan, and
even compelling the withdrawal of one, is ample evidence of the fact
that they are seeking to prevent its operation ?

Secretary Marsaarn. The evidence I think is conclusive. If you
wish me to read it into the record, I have here a public statement by
Mr. Molotov, and also one by Zhdanov, in connection with the Comin-
form. I could turn it over for the record or I could read it into the
record.

Senator BargrLey. How long is it ?

Secretary MarsHAL. Just two pages.

Senator BarkLey. As far as I am concerned it could just be included
in the record without reading it.

The CratrMaN. It will be printed in the record at this point.

Secretary MarsHaLL. Both were members of the Politburo, which
1s composed of a very small group of people.

(The statement is as follows:)

JANUARY 8, 1948,

ATTITUDE OF THE SOVIET UNION TOowWARD THE EUROPEAN RECOVERY PROGRAM

The suggestion contained in my speech of June 5 was directed toward the
countries of Europe, including the Soviet Union. Shortly after that statement
was made, the Foreign Ministers of the United Kingdom and France invited the
IFForeign Minister of the USSR to meet with them to consider this suggestion. At
this meeting the Foreign Minister of the USSR refused to agree to the proposal
to work out a cooperative program for European recovery. At that time, on
July 3, Mr. Molotov issued a statement expressing the views-of the Soviet Gov-
ernment in which he said:

“The Soviet Government, considering that the Anglo-French plan to set up a
special organization for the coordination of the economies of European states
would lead to interference in the internal affairs of European countries, par-
ticularly those which have the greatest need for outside aid, and believing that
this can only complicate relations between the countries of Europe and hamper
their cooperation, reject this plan as being altogether unsatisfactory and incap-
able of yielding any positive results.”
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Mr. Molotov also stated :

“The Soviet Government considers it necessary to caution the Governments
of Great Britain and of France against the consequences of such action which
would be directed not toward the unification of the efforts of the countries of
Europe in the task of the economic rehabilitation after the war, but would lead
to opposite results which have nothing in common with the real interests of
the peoples of Europe.”

The failure of certain eastern European countries to participate in the Marshall
plan was due to the attitude toward the plan adopted by the Soviet Govern-
ment. Czechoslovakia, which had actually accepted the invitation to partici-
pate in the Paris Conference withdrew its acceptance, after consultations in
Moscow by Prime Minister Gottwald, with the statement that “Czechoslovakia’s
participation would be interpreted as an act directed against our friendship
with the Soviet Union” (July 10, 1947). The official communiqué stating that
there was ‘“no possibility” of the Finnish Government's participating in the
Paris Cgnference said that the Marshall Plan ‘“has developed into a cause of
serious conflict among the great powers,” and attributed Finland’s nonpartici-
pation to a desire “to remain outside the political strife of the world” (July
12, 1947). Prior to the Polish Government’s refusal of the invitation, the Polish
Foreign Minister indicated to the United States Ambassador his personal con-
viction that Poland would participate and would be present at the Paris
Conference.

At the end of September 1947 at a meeting at which the Communlst organiza-
tion known as the Cominform was established, a speech was made by A. A.
Zhdanov, one of the leading members of the Politburo, the principal policymaking
body of the All-Union Communist Party which is, under Premier Stalin, the final
repository of power in the Soviet Union. In this speech Zhdanov stated:

“The Marshall plan strikes at the industrialization of the democratic countries
of Europe, and hence at the foundations of their integrity and independence.
And if the plan for the ‘Dawesization’ of Europe was doomed to failure, at a
time when the forces of resistance to the Dawes plan were much weaker than
they are now, today, in postwar Europe, there are quite sufiicient forces, even
leaving aside the Soviet Union, and if they display the will and determination
they can foil this plan of enslavement. All that is needed is the determination
and readiness of the peoples of Europe to resist. As to the USSR, it will bend
every effort in order that this plan be doomed to failure.”

llv further stated :

“The exposure of the American plan for the ec onomic enslavement of the
European countries is an indisputable service rendered by the foreign policy
of the USSR and the new democracies.”

At this meeting of the Cominform the view of the Soviet Government as stated
by Mr. Zhdanov was reflected in a declaration adopted at that meeting. I need
ounly quote the following sentence:

“The Truman-Marshall plan is only a constituent part, the European sub-
section, of the general plan for the policy of global expansion pursued by the
United Stidtes in all parts of the world.”

I believe this record speaks for itself.

Senator Barkrey. Is it fair for me to assume that the reason for
this opposition was not motivated by any desire for economic advan-
tages in Europe but political advantages to the objector?

Secret ary M \RMMLL That is my very strong conviction.

Senator BarkrLey. On page 6, General, section 5 of the bill, where
you provide for this ambassador, the special representative to Europe
who shall—

(a) be appointed by the Presid(_{nt—
and so forth, and—

(b) be entitled to receive the same compensation and allowances as a chief
of mission, class 1, within the meaning of the act of August 13, 1946, and (¢)
have the rank of ambassador extraordinary and plenipotentiary. He shall be
the chief United States representative to any European organization of partici-
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pating countries to further a joint program for European recovery, and shall
discharge in Europe such additional responsibilities as may be assigned to
him with the approval of the President in furtherance of the purposes of this
act.

is it contemplated that this ambassador who has been described as a
roving ambassador is to be an ambassador to the governments of Eu-
rope, or to the organization set up by any government to carry out the
provisions of this act or any ald given them?

Secretary MarsuaLL. It is spe01ﬁcally the latter, and I presume at
times it will be a bit of the former, though our local ambassador is
the nominal representative. Where he is dealing with this group
formation he would do that directly himself, by himself, but where
he went to a government he would go in company with our local
ambassador.

Senator BArRkLEY. Let us assume that some country, instead of set-
ting up an independent agency or organization, designated its own
forelgn office as it exists at this time to handle this problem so far as
that country was concerned. Would there be any possibility of fric-
tion between our local ambassador to that country who deals with the
foreign office and this roving Ambassador who would also have to
deal with the foreign office in remrd to this aid?

Secretary MagrsHALL. I think there would always be some possi-
bility of that, except that in the first place the group is in existence
now, reprebentlnfr the 16 countries, where the over-all contact in this
program comes 1n. But where it came specifically to a discussion,
we will say, regarding one of the bilateral agreements, there he, the
special Ambasmdor would deal with the issue presumablv in company
with the local ambassador though he himself might do all of the
talking.

Senator BargLey. There have been instances in which some embar-
rassment arose because'of a lack of understanding as to who had the
right to speak, finally, in regard to those matters. You do not antici-
pate such a difficulty ?

Secretary Marsaarn. The policies of procedure would be deter-
mined on thisside. It would be a matter for determination between the
Administrator and myself, if it was a foreign-policy affair. Their
agreement on the pr ocedure to be followed or the decision by the Presi-
dent in the matter would determine the matter for the guidance of the
representatives on the other side.

Senator BargrLEY. Later on, in regard to this dismantling process
which we will go into in some detall o suppose, in view of what took
place on the floor of the Senate recently, you will have all of that in-
formation in detail and specifically here for us?

Secretary MarsmarLn. Yes. We expect to have that ready for your
consideration at an early date.

Senator BARKLEY. So it is not necessary for us to take your time
now on that subject.

The CratrMaN. Senator Smith ?

Senator Symrri. Mr. Secretary, I think, as you know, I have been a
strong supporter of this whole Marshall plan as a logical approach to
the recovery of Europe. Last summer when I avrived in Europe the
Paris Conference was in session, and before I left there the report came
()]ut I was very much interested in the report. I think everybody
else was.
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I recall the pleasure of talking to Ambassador Douglas about it in
London, and I felt that a remarkable job had been done in 10 weeks.
T felt that the Nation had undertaken certain projects of production
which were really extraordinary and which, if accomplished, would
do a great deal. But I have been asked this question which I want to
put to you: Have not these nations jointly, by this report, raised their
sights to a standard of living that is far above their standards of liv-
ing, say in 1938 or 1939, ]ust before the war; and are we not being
called upon to assist in bulldmg a greater standard of living than they
can reasonably expect us to help them with at this stage of the game?
I think this is important that we get that cleared up%ecause 1t 1s In
the minds of many people.

Secretary MarsuarL. I do not think that is the case.

Ambassador Doucras. That is definitely not the case, Senator. The
assumption upon which these calculations were made was that the
standard of living by 1952 would be lower than it was before the war.

Senator Syrri. Even though 1t calls for a substantial increase in
production ?

Ambassador Douglas. That is right.

Senator SmrrH. Is that due to the fact that it was an increase in
population that has to be picked up by this increased production?

Secretary MarsuALL. Yes, sir; and also very particularly due to
the fact that there was such tremendous destruction of property and
business establishments in that country, all of which has to be made
good. It is similar to a situation where you might go into a place
where only the walls remained and you have first to 1eplace the entire
plant.

Also. you have to deal with the increased population which i1s much
more of a problem in some sections than heretofore.

I think the replacement problem is an important factor in the
increased production that is now required. Consider the situation in
England in relation to a late phase of the war when they were suffer-
ng damaoe from V-bombs. I think the percentage of destruction of
houses in the metropolitan district was almost 40 percent, or some-
thing like that, was it not ?

Ambassador Douvcras. There were 4,000,000 houses damaged, of
which 400,000 were made completely uninhabitable.

Secretary Marsmarr. That resulted during one short phase which
began in June 1944. In Germany and in portions of France and
p01t10ns of Belgium and Holland there was terrific destruction. All
of that has to be made good, in addition to going ahead, meeting the
requirements of a chanO‘e in the population, and tr ying to elevate the
standard of living to S()ln(‘\\’h.lt near what 1t fmmellv was.

But it is the great replacement requirements that present the great
problem.

Senator Smrra. I am very glad to have that brought out because
that question is being asked. I thought myself that your answer
would be along those lines, the 1epl.wemont that has to be made
because of destruction. But this question will help to bring out the
point that my friends have asked me.

The plan seems to call for an enormous expansion of the develop-
ment of electrical power, for power purposes all over Europe, which
is way beyond what thev had before, and it is a larger expansion
than we plan in our own country. The argument is nmdu, “Why
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should we assist them in expanding their public utility operations
where we need it ourselves and where we would be draining our
sources of supply and machinery for that purpose?”

Secretary Marsmarr. 1 think there it boils down pretty much to
the opinion of our people who have gone into the matter, as to whether
these particular expansions that have been proposed will be helpful
in accelerating their building to support themselves. Is that right?

Ambassador Doucgras. To the extent to which we do provide any aid
or support for the development of power projects, that is true. I
think it is important to note that we propose to supply very little sup-
port for this purpose. The capital required for the construction of
most of the hydroelectric and other electric-generating projects con-
templated under the Paris report will be provided for by the countries
themselves.

Senator SMiTH. I am glad to have that reply, too. We can assume
that the administration’s policy will be to consider not only develop-
ment of these European countries but our own' country as well n
carrying out all these plans.

Secr etary MarsmaLL. Yes, sir.

Senator Syrrr. And when we are considering raw materials and
so forth, or any materials to be thrown into the plcture we will con-
sider the development of our own country in a parallel way. That is
brought out by the shortages, for example, of freight cars and the
lack of steel. It is being pomted out that we need fr elo‘ht cars here if
we are actually going to carry on this program.

T assume the administration has in mind those difficulties and the
proper allocations of steel for freight cars, and whether they are to
2o here or abroad, in the development of the over-all program.

In other words, the United States is part of this program as well a
Europe, in nmkmg the over-all postwar recovery.

Secretary Marsaarn. It is very much a part of the program. I will
not try to characterize to what degree. The Administrator will be
deeply concerned with this phase of the problem, the American side
of the problem, just as deeply concerned as he will be by the foreign
side. And, as I discussed this morning, he will come into contact
with the Secretary of Commerce in relation to these matters and their
effect on the American situation, American productivity, and the
American security, for that matter.

I think T can assure you, Senator, that these problems have been
very carefully surveyed. As a matter of fact, the committees did an
immense amount of work along that line. The reports furnished us
with good textbooks with which to work. There will be a continuing
process of that character.

Senator S»uta. In your statement, Mr. Secretary, you spoke of
some of these funds being used in other countries. T think it is proper.
I am entirely in accord with that. T think, as far as we can, we should
draw on resources of other countries so as not to deplete our sources of
supply.

The question there that occurs to me is if it is true that the Argentine
1s going to furnish foodstuffs, why should not the Argentine “extend
credit rather than have us extend the credit and our money, then pay
Argentina for the grain which they may sell for $4 or $5 a bushel?
That. is a criticism heard very strongly and we ought to hear the
answer to it.
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Secretary MarsmarL. Mr. Douglas can give you the technical answer
to that. He has been sitting on more of ‘those things than I.

Ambassador Dovcras. T heV should, as far as they are able to do
so, Senator. Actually under the calculation of the balance payments,
for the first 15 months—rather the 15 months for which the appro-
priation 1s sought—it is contemplated as I recollect the figures that
the Western Hem]sphere countries, other than the United States will
prov1de assistance, in one form or another, to the tune of some

700,000,000.

Senator Syrrir. Has that been explored to the maximum extent
we can explore it, and there is maximum cooperation ?

Ambassador Doucras. I have been here only a few days, but I
understand that figure is, of course, an estimate, but we can place
reasonable reliance on it.

Senator Syira. I think it helps the soundness of the whole propo-
sition and the popularity, world-wide, of the whole proposition, if
it is not looked upon just as Uncle Sam doing this act for some sinister
reason. It will help this anti-American pr op‘lg.mda 1f we can carry
this as far as possible into the area of other countries to participate.

Secretafy Marsuarr. That will be the purpose.

Senator SyrrH. I assume so. I wanted to bring it out.

The Cramrman. Senator Smith, let us be sure we understand that
answer. Do you mean cooperation to the extent of $700,000,000 for
which we do not pay?

Ambassador Doucras. For which we do not pay.

Senator WiLey. Does that mean Argentine wheat at $5 a bushel?

Ambassador Douvcras. I do not know on what basis that was
calculated.

Perhaps I can best say, Senator, that I cannot answer as to whether
that is based on a $5 price per bushel of wheat, or whether it was not.
There was an adjustment made.

Mr. Paur H. N1rze (Acting Director, Office of International Trade
Policy, Department of State). The basic calculation was made on the
basis of July 1, 1947, prices. After that computation had been made
a reduction was made to take account of the fact that it did include an
abnormally high price for Argentine grain, and the adjustment was
designed fo take care of that almmmallv high price, and bring it
down to United States prices. We.can submit detailed information as
to exactly how the computation was made.

(The information requested is as follows:)

In estimating the cost of the Kuropean recovery plan for the 15 months
beginning April 1, 1948, the administration has taken account of the fact that
prices of Argentine grain have been substantially above world prices, and has
gone on the presumption that this condition will not continue, at least to the
same extent, as in the past. If the Economic Cooperation Administration assists
in purchasing Latin-American products for European consumption, it will, of
course, have a voice in the ultimate determination of the price.

In the first instance, estimates of the balance of payments of the European
countries were made using actual prices prevailing on July 1, 1947. These were
$178 per ton (‘H 85 per bushel) for Argentine wheat and $115 per ton ($2.50 per
bushel) for Argentine corn. ‘The comparable prices for United States wheat and
corn on July 1, 1947 were $92 per ton ($2.58 per bushel) for wheat and $74 per
ton ($1.60 per bushel) for corn.

In adjusting July 1, 1947, prices to current levels, corrections were made not
for individual commodities but only for the full range of European exports
and imports, each taken as a group. In the case of imports from the United
States, an over-all increase of 714 percent was applied to account for the rise in

George C. Marshall Foundation, Lexington, Virginia




52 EUROPEAN RECOVERY PROGRAM

prices since July 1, 1947. In the case of European imports from the “other
Western Hemisphere” a different price increase, 5 percent, was applied, because
of the fact that Argentine grain prices on July 1, 1947, were higher than world
prices, and because it was not intended that the Economie Cooperation Adminis-
tration would, so far as it lay within its power, permit this discrepancy to con-
tinue. This difference in treatment is set forth on pages 94 and 95 of the Senate
Foreign Relations Committee edition of the OQutline of a European Recovery
Program.

It is, of course, not known exactly what prices will be paid by Europe, with or
without the assistance of the Economic Cooperation Administration for Argentine
grain. The settlement of these prices requires negotiation in which several
parties are involved. Estimates of Argentine grain exports to the participating
countries, as set forth on pages 2 and 6 of volumes A and B of the supplement to
the Commodity Reports are 385,000 tons of bread grains and 455,000 tons of
coarse grains for the 3 months ending June 30, 1948 ; and 1,200,000 tons of bread
grains and 3,440,000 tons of coarse grains for the year ending June 30, 1949.
In terms of July 1, 1947, prices, these would be worth $730,000,000. If an
upward price adjustment of 7% percent were applied, these would cost $55,000,000
more or $785,000,000. In the estimates presented by the Administration, however,
the application of a 5 percent increase to total exports by the other Western
Hemisphere countries, rather than a 7% percent increase as in the case of United
States exports, means that the total value of exports is $120,000,000 lower than
would otherwise have been estimated. This saving is expected to be realized
as a result of negotiation for prices of Argentine wheat and corn which brings
them below July 1, 1947, levels rather than above. The allowance Is a general
one and is not divided between wheat and corn. Prices actually paid for
Argentine wheat and corn will be affected both by the course of negotiations and
by the actual prices of United States wheat and corn prevailing when negotiations
are entered into.

The Cuamrmaw. I still do not understand this figure. On what
basis do we have any right to depend upon the cooperation of the
other Western Ilemlsphem countries to this extent ?

Ambassador Doucras. That figure, Senator, of $700,000,000, was
arrived at by examining the balance of pavments of the respective
Western Hemisphere countries and calculating the amount therefrom
Wh]('h they could provide for the recovery of Western Europe.

b] he CrAaRMAN. You mean you are assuming, first, that it is avail-
able?

Ambassador DoucrLas. That is right.

The CrarMan. What are you assuming is going to be the relation-
ship under which the transaction occurs? Are - you talking about
$700,000,000 as a contribution on the part of these countries?

Ambassador Doucras. No. T am not talking necessarily about a
$700,000,000 contribution to a pool, to which we are the greatest con-
tributor. I am talking about $700,000,000 of assistance which they
will provide for these 16 participating countries.

The CaAaTRMAN. Who is to pay for the $700,000,000?

Ambassador Doucras. That is their provision. That is their con-
tribution.

Senator WiLry. Have they agreed to it?

Ambassador Doucras. No. They have not agreed to it. But that
is the calculation. That is one of.the reasons which I would like to
point out here, later on at the appropriate time, why this figure of
$6.800,000,000 is a minimum figure.

The CHAIRMAN. Your $700, 000.000 figure is not a figure of the same
type or character as the $6,800,000,000

Ambassador DoucLAs. The $6,800,000,000 1s arrived at by deduct-
ing from the total deficiency of the balance of payments of the 16
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participating countries the $700,000,000 estimated contribution by
other Western Hemisphere countries as well as other deductions. As
I shall point out later this afternoon, this estimate is one of the rea-
sons why the $6,800,000,000 is a very minimum figure. There are
other reasons, too.

The CaaRMAN. T will subside and wait for your subsequent story.
At the moment my balance of understanding is almost as absent as
the balance of payments.

Senator Smrra. My whole purpose was to get at this question’ of
aid by other countries in carrying this thing, whether we carried every-
thing and paid everybody else the price they asked. I think that will
be brought out later.

Now, Mr. Secretary, I have just one more question that I feel is
very important, and that is the question of the administrative set-up.
I speak about it feelingly, because in my considered judgment one
thing we want to get out of this whole debate is, at all costs, any danger
of political consideration, and if the proposal which is made here is
looked upon as a proposal from the administration, for example, and
some of the people on the other side of the aisle feel that they have
to have a proposal on their side, you may get into the very thing that
we all want to avoid.

I am wondering if there is any way possible to get these conflicting
views on the administrative set-up brought together, and a plan worked
out that we can agree on without running the danger of any political
implications in it, or any political issue. This plan must be an all-
American plan without politics of any kind 1f we are to be successful
in it.

Secretary MarsaarLrL. All I can say, Senator, is what I endeavored
to explain to Senator George: The proposal in this draft legislation
is really more or less mine because the consensus of opinion was that
this Administrator and his set-up should be placed as a section within
the State Department. I did not think that was wise. 1t would have
answered a good many of Senator George’s criticisms of this divided
authority because the responsibilities would have been definitely mine.
The administrator would be working on the problem under me.

The reasons for that conception within the State Department were
that there would be difficulties of the nature suggested by Senator
George as hard to handle, and so frequent that it would impose on
the President an intervention to the extent of being beyond his capacity
of time and study to meet.

I, myself, thought the cure, that is, the organization within the State
Department, was worse than the bite, and therefore suggested this pres-
ent proposal as you see it here.

Now, in making the present proposal I felt strongly that there must
be no uncertainty about the control of our foreign relations. That
should not be on a divided basis of divided authority. That would get,
us into serious trouble, unless the State Department were divorced en-
tirely from its present major function and a new agency were started.

So, as I said to Senator George, it may be that T was wrong in that,
it would have been better to have accepted the original proposal to
put this agency within the State Department.

My reasons against that were several. One was that I think it would
be an unfortunate enlargement of the State Department.
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Another, T thought that it would so submerge the individual who
would be the head of this administrative agency that there would be
great difficulty in obtaining the type of man that is needed.

Now, then, if we do something else, what is proposed here, there will
be the troubles that Senator George indicates, which are inescapable,
and which may impose on the President more intervention than we
think will be the case.

I am hopeful that we will find a man to head this agency who will
have the strength and decision and clear-cut ability to go ahead and do
the job and at the same time be able to get along with other people in
meeting the inevitable complications.

Unless you modify the existing laws the administrator will have to
deal with the Agriculture Department, regarding food, and with the
Commerce Department regarding other commodities. The proposal
is not a political adjustment, unless you think F am a politician.

Senator SmrTH. I do not. I thought you would feel the same as I
do. But there was a congressional committee that went abroad this
summer to look at this. I wondered whether you conferred with
them or if you knew their proposals.

Secretary MarsHALL. I am aware of their proposals. My own re-
action to them is that they would be taking from the President his con-
stitutional authority in connection with foreign relations. It cer-
tainly would alter the characteristic procedures of our Government.
Also a board of directors, as I pointed out this morning, would tie the
hands of the administrator to a degree, and would thereby add this
limitation to those involved in his dealings with other agencies of the
Government. You cannot wash them out. You may say that is
bureaucratic, but it is a fact of life in the Government of the United
States and one must do business with the bureaus involved by law.

You gentlemen, by your laws, insist upon that, and it can be done,
and I think we have provided a sufficiently efficient arrangement in the
present plan.

I may be quite wrong in my point of view but I think it would be
unfortunate to place this organization within the State Department,
and I think it is very unwise, very seriously unwise, to set up separate
foreign relations machinery. It is impractical to place the President
in the position of really being the State Department himself, because
he cannot possibly find the time to carry such added detailed respon-
sibilities,

Most of the questions, however simple they appear, require a great
deal of investigation, a great deal of elaboration, and a great deal of
long experience through the years in relation to these with other
countries, not to mention the over-all problem of the world situation.

I think T have answered your question.

Senator SmrtH. All T want to get clear is if, in the course of our
investigations and inquiries here, we do raise some points and find
some plan that may seem to be even a better plan than that proposed
here, your mind would not be closed except as to the plan of admin-
1stration we all agree upon.

Secretary MarsHALL. No.

Senator Smrra. T think we want to-be agreed on a plan of adminis-
tration that we want to have confidence in, and I want to pay the
greatest respect to you in your judgment, which would mean a lot
to me.
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Secretary MarsHALL. Mr. Douglas and I have been discussing that
phase of the matter, just what our position would be toward amend-
ments. He 1s going to go into that in detail in discussions with you
gentlemen, and into our own consideration problems. We have not a
closed mind on this at all. There are certain fundamental principles
involved, and there are certain difficulties which cannot be avoided.

If the Lord is good to us, we will ride through. We had far more
difficulties of this nature.

Senator SmrTH. I know we can work this out together, but I wanted
to keep it on the plane of conference and consultation in Worklng 1t out

together, and not get into a battle.

Thank you, Mr. Chairman.

Senator Barkrey. Mr. Chairman, T forgot one question that I

wanted to ask General Marshall, and that i1s with reference to the
fundamental change in this bill by the elimination of any dollar figure
except for the first year.

In the previous hearings before Christmas on the interim legisla-
tion, in which the over-all plan we are now discussing was touched
upon, we were told that when these 16 nations first f01eﬂ"1thered and
began to take account of their needs they presented orlomally some-
thing like $29,000,000,000, which was whittled down to 21 and then
whittled down to about 17, with a leeway of a couple of billions be-
tween 15 and 17. Your statement here this morning rather confirms
that estimate.

I was prepared to support in the bill the figure of $17,000,000,000
which Is a maximum, or was a maximum as 51 thou(rht, and not a
minimum, because the minimum will be whatever the Congress appro-
priates during the 4 years, and we would all hope that as the years o
along, and recovery proceeds, that the amount would diminish, even
below what ‘we could now estimate, but the $17,000,000,000 was a
maximum beyond which Congress could not go without further au-
thorization.

As it has now been drawn, eliminating that figure, there is no legal
maximum and no legal minimum in the blll dlld fr anl\ly, when I saw
an account of that Clmn(re I had a little misgiving about it, and I would
like to have you e\plam Of course, you were consulted about it all,
and T appreciate the sincerity of purpose on the part of everybody in
regard to the elimination of that figure.

T would like to be assured, if ])ObSIb]P that the elimination of that
ficure will not materially affect the efficacy of the plan and the opera-
tion of it as contemplated over the 4-year period.

Secretary MarsmarL. My own view, Senator Barkley, is that that
does not alter the effectiveness of the plan. The main consideration is
the general scheme, the program, and the year-by-year consideration
of what the financial requirements are under the geneml authoriza-
tion. If you did not have the general authorization covering the full
period—I am not talking abnut the money now, but about the general
authorization—I think that would be unfortunate. Tt would detract
from the efficiency of what we are doing. It would, I think, involve
a certain wastage of money. But I do not think the ellmmatmn of the
figure of $17,000,000,000 1s harmful. What is important is the gen-
eral authorization, so that within that its provisions, Congress each
year can decide on what amounts seem to be indicated as necessary
in the then situation.
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Senator BArkLEY. No matter what amount might have been set
out in the bill Congress would, of course, not only have the right but
it would have the obligation to inquire at each year’s end what was
necessary for the next year. It will do that in any case. It would
have done it in any case. So that you feel that the important thing
1s to extend this authorization over the 4-year period, Congress having
the same right as it would have had under the original conception to
inquire each year during the life of the authorization as to the amount
that it needed ?

Secretary MarsmarL. That is correct.

Senator BargLey. That is your view, is it ?

Secretary Marszarr. That is my view, and I was consulted in the
matter.

Senator BargrLey. Of course I would assume so.

Well, T appreciate that. T do feel, if I may be able to comment just
to this extent, that it would be unfortunate to limit the authorization
to a year, because if this is a 4-year program, if it is necessary to have
a 4-year program, no nation nor any organization set up can look
further ahead than 1 year, and therefore we would have to take two
bites at the cherry each year. One would be a new authorization for
another year, and the other would be an appropriation under that
authorization for another year, whereas if we have the 4-year exten-
sion of the authorization, we have the same power to reduce or even
deny the appropriation from year to year that we would have if there
was only 1 year’s authorization.

Secretary Marsuarn. That is a fact. It is very important to have
the general authorization over the 4-year period, for the guidance
and reaction of the 16 nations, and even more for its effect on the
other nations of the world.

Senator BarkrLey. General, is this plan still opén to those nations
which have up to now declined to enter ?

Secretary Marsaarrn. That is our view of the matter.

Senator BargrLey. And will so continue?

Secretary MarsmarLL. Within the legislative draft it is so considered.

Senator Barkrry. Thank you very much.

The Cuamrman. Inasmuch as the elimination of the $17,000,000,000
from the draft proposal has been brought into the examination, I will
ask to have printed in the record at this point the exchange of letters
between me and the State Department as to the elimination. I think
the correspondence speaks for itself.

(The communications referred to are as follows:)

DECEMBER 31, 1947.

Hon. GEORGE C. MARSHALL,
Secretary of State, Washington, D. C.

MY DEAR MR. SECRETARY : I ask for your Department’s reaction to the following
suggestion in connection with section 9, paragraph (c¢), of the proposed ERP leg-
islation. This now reads:

“There are hereby authorized to be appropriated to the President from time
to time, out of any money in the Treasury not otherwise approptriated, such
amounts, not to exceed $17,000,000,000. as may be necessary to carry out the
provisions and accomplish the purposes of this act,” ete.

I suggest the elimination of the words “not to exceed $17,000,000,000” so that
the paragraph will read:

“There are hereby authorized to be appropriated to the President from time
to time, out of any money in the Treasury not otherwise appropriated, such
sums as may bhe necessary to carry out the provisions and accomplish the purposes
of this act.” ete.
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My reasons are as follows:

(1) It is common practice for Congress to make authorizations in the proposed
language when the obligations are continuing and particularly when they reach
from one Congress into another.

(2) By proposing to limit actual appropriations to 1 year, the bill correctly
concedes that one Congress cannot bind another. A 4-year authorization is
equally futile, in specific amount. It does not even possess the virtue of a
“ceiling” because any future Congress which might wish to exceed the present
ceiling will be just as ready to increase the ceiling as it will be to appropriate
the funds. The effective test each year is the congressional appropriation—and
there is no other. Therefore a general, continuing authorization serves every
practical purpose from any viewpoint. It just as definitely recognizes a conteimn-
plated continuity as if expressed in figures.

(3) But to express this principle in figures (namely, $17,000,000,000) in the
legislation itself may invite a specific reliance abroad which is impossible under
our constitutional procedure. Furthermore, it can only be an educated guess
of highly doubtful validity when we thus attempt to assess events for the next
4 years at home or abroad, and when the entire ERP enterprise is at the mercy
of good or bad contingencies.

(4) The Committee on Foreign Relations can and should refer, in its report,
to the historic basis of the negotiations upon which ERP is based. It can and
should identify the final estimates of which it takes judicial notice when it acts.
But I draw a sharp distinction between these elements of a working prospectus
and the statutory identification of an actual figure to which the committee would
have to give exhaustive study before it could give it legislative sanction.

I shall be glad to have a memorandum indicating your Department’s reaction
to this proposal.

With warm personal regards and best wishes,

Cordially and faithfully,
A. H. VANDENBERG.

THE UNDERSECRETARY OF STATE,
Washington, January 2, 19}8.
Hon. ARTHUR H. VANDENBERG,
United States Senate.

My DEAR SENATOR VANDENBERG: In the absence of Secretary Marshall, your
letter of December 31 on the subject of section 9, paragraph (¢), of the proposed
IERP legislation has been referred to me for action.

Your suggestion that the words “not to exceed $17,000,000,000” be eliminated
from the paragraph in question has been given careful consideration. The para-
graph, after the elimination of this language, would read as follows :

. “There are hereby authorized to be appropriated to the President from time
to time, out of any money in the Treasury not otherwise appropriated, such sums
as may be necessary to carry out the provisions and accomplish the purposes of
this act,” ete.

The Department of State has consulted the President and the executive agen-
cies represented on the Interdepartmental Committee, as well as those agencies
having a direct interest or responsibility in this matter, and I am glad to report
that we are in agreement with the suggestion you make. It appears to conform
to the basie principles on which legislation is requested.

This Department will, therefore, take the necessary steps prior to appearance
before the committee of Congress to change the section under discussion in
conformity with the proposal made in your letter of December 31.

With kind personal regards, I am

Very sincerely yours,
ROBERT A. LOVETT.

The Cramman. Senator Hickenlooper ?

Senator Hickenvroorer. I have a number of questions I might ask
the Secretary. Perhaps some of them he would prefer somebody else
would answer in detail. But I am greatly concerned about your opin-
ion, and the basis of your opinion, as to what this program, if carried
out, will do to the American economy. That is, whether it will con-
tribute materially to inflation by withdr awing necessary goods from
this country and money from our money in circulation to the point
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where it would be detrimental here. What is it going to do to the
economy of this country to withdraw large amounts of steel from our
production here and send them abroad and other metals, textiles, and
many other things that go into this program, emergency or otherwise?
Will that contr 1bute, in your opinion, “to the inflationary tendencies
in this country in our economy ?

Secretary MarsHALL. Senator, you are now getting into a very con-
troversial subject—I mean noupohtlcal but a complex technical
subject.

Senator HickenrLoorer. That is what bothers me.

Secretary MarsHALL. I am not a monetary expert, and certainly
there is considerable disagreement among monetary experts, so I will
have to depend largely in my view on the reports of these various
groups that have been considering the matter.

I will have to pass monetary questlons on to the experts that we
have, the Secretary of the Treasury in particular, and the Secretary of
Commerce, and Mr. Anderson, the Secretary of AO‘I iculture, who have
been heavily involved in it, because we have had discussions of that
nature over the past few months, preceding and during the interim-
aid program, and its relation specifically to foodstuffs the effect on
prices of the large purchases that had to be made for shlpment abroad
to meet the various situations or crises. When it comes to considera-
tion of the larger picture of all of the commodities involved I will have
to ask you to “discuss the details with the people that are very much
better prepared than I am.

Senator HickenLoorer. I am not asking you for specific details,
because I assume you have other people who are more familiar with
those details than you are

Secretary MARSHALL. MV impression is, from all I can gather and
all the education I have been able to acquire in this specific regard, that
it is not as serious a matter as it might seem to some.

Senator HickENLOOPER. Are you prepared to make a statement on
this, Mr. Secretary? Are you plepared to state whether or not you,
as Secretary of State, are proceeding in your considerations and think.
ing on this plan and its operation with the idea in mind that it will not
materm]ly contribute to inflation in this country, or whether, in your
thinking, you are taking into consideration that it may contribute to
inflation in this country ?

Secretary MarsuarL. I had not analyzed it quite as clearly as that
in my own mind. What I said a moment ago was that I thought, from
all information that had come to me, the program does not involve as
much of inflation as some seemed to feel, and that 1t would not create
a situation for us that was serious in comparison to the troubles that
we were trying to meet abroad. There is no question whatsoever that
this program is tied into the whole American picture. There is
hardly any piece of it that does not have some relation to our own home
affairs in the way of monetary or industrial or psychological aspects,
but so far as T have been able to determine from all the evidence that
has almost overwhelmed us, we are in a position to meet the require-
ments without unfortunate effect on our own local situation. And
again, I would repeat that you have to measure other consequences.
My own thought has been that in all of these matters, as our effort
begins to stimulate a return to normal, the problem will lessen steadily
all the time.
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To. exaggerate somewhat for the purpose of illustration it ap-
peared last summer, and particularly in the early fall, that if we
could, within a week or a month, have given evelybody in western
Furope, in the factory and in the home, all the coal needed, we would
have eliminated within 6 months 50 percent of the problems we Now
have in Europe.

With relation to inflation, I think if this program goes ahead in
the way we hope that a great many vexing conditions here at home
and 1n Europe and the rest of the world will begin to approach a
more normal state of affairs. :

Senator HickexvLooper. There is one more step that I would like
to suggest at this moment, and I want to discuss in detail with some
others who will be here. But there is this thought, that if this European
recovel'y plan is to have any hope for success, it has got to be bottomed
first upon the continued vigor and the 1elmb111ty of the American
economic system.

Secretary MarsaarL. I think that is correct.

Senator Hrckenrooper. That is, that is the only thing that can
support it, regardless of what plans we make or rmythlnrr else, and
1f we begin to draw out the American economy for the pulpObe of
pouring nto Europe, or any other country, physical goods and ma-
terials that are badly needed here, in worn-down plant, in many in-
stances, and that cannot in turn go into the production in this country
to sustain our vigor, we may be failing to accomplish the thing we
want to do. We may be sliding backward ourselves.

Secretary MarsHALL. That is concelvable Senator, but I really think
that is a little overdrawn because if we were to tear down our economy,
the European recovery would then be in a hopeless situation. We
certainly are not going to do anything like that.

Senator Hickexroorer. I am not suggesting that we will deliber-
ately design to do that.

bemetalv MarsHALL. I mean, get into such a dilemma without
realizing what we were doing.

Senator HICKENLOOPER. Senator Smith touched on a very apt field
of illustration when he referred to the proposed electric development
in Europe, for which I understand we are expected to furnish the
physical materials. We may not have to furnish the capital.

Ambassador Doucras. Senator, you are wrong, I am afraid, sir. Tt
is not often that you have been, but in this particular instance 1
think you are.

Senator Hickexrooper. May I correct it and say my informant
may be wrong.

Ambassador Doocras. I think about 5, and not to exceed 10, percent
of the equipment for the national electrical generating project con-
templated under the program for Europe will be supplied by the
United States. The balance will be supplied from indigenous Eu-
ropean pr oduection.

Senator HickexvooreEr. I am glad to be put straight on that par-
ticular thing. But I am also informed that the 1)1()1)059(1 electric
power installations in this country over the next 4 or 5 years, installa-
tions of our own, will more than tax our facilities to produce in this
country alone, to say nothing of taking those facilities out of the
countly
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Ambassador Doucras. Senator, there are two major points I would
like to make in response to your question. The first is that under this
program, exports from the United States will be less in 1948 than
they were in 1947. And the second major point that I would like to
make is that after the first year the exports will decline very substan-
tially as compared with 1948; that is to say, the $6,800,000,000 ex-
pressed in terms of constant dollars will be reduced the second year,
if the Congress sees fit to appropriate for a second year. So that the
greatest strain, if any, upon the American economy will occur during
the first year. In the second year the strain will be diminished; in
the third year it will be even less, and in the fourth year it will have
shrunk even more; and in the fifth year, it is hoped, it 'will be ex-
tinguished entirely.

Senator Hickexvoorer. Meanwhile, I hope our own production
facilities will be increasing here for domestic use.

Thank you, Mr. Ambassador.

Mr. Secretary, I also would like to get as much as you can give
me at this time of an outline of your 1deas of how, specifically, we
should detail the production or the goals, the attainments of these
countries in Europe that we are expected to stimulate in this recovery
program. In other words, how far can we go in demanding from
each country that at the end of 15 months, with a certain amount of
stimulus and help, “We will expect your assurance that you will pro-
duce so many tons of coal, so many bolts of cloth, so many tons of
materials of various kinds in the production machinery”?

How far can we go in requiring them to set goals, and then how
rigidly can we hold them to those goals?

Secretary Marszarn. They have already made proposals in their
combined effort as to various production figures.

Senator HickeNLooper. I realize that, but they are not very sat-
1sfactory.

Secretary MarsuarL. And as I stated this morning, it is assumed
that those will be reaffirmed in connection with our bilateral agree-
ments with the various countries concerned.

The Cmamrman. Will they be reaffirmed in total, or will they be sub-
divided and allocated to the individual beneficiary countries and
shared ? .

Secretary Marsmarn. I am speaking of the bilateral agreements.
The proposition will be reafirmed with each particular country of the
16.

The Cramrman. With respect to its own share?

Secretary MarsaHaLL. Yes. Now, we come to the special Ambassa-
dor that we propose to be in close contact with their representative
committee. That is the principal purpose for which he is to be es-
tablished, to keep tabs on what happens—how much is actually pro-
duced, not merely production, but how much of their individual por-
tions of the agreements is being carried out. That, of course, will be
information for the Administrator, himself, who will be in the busi-
ness of making the actual allocations and determining the form in
which that allocation is made, whether it is to be loan or whether it is to
be a grant. So there will be this direct contract with what is actually
happening, what they are doing. The Administrator himself will
have the data as a result on which to base his continuing decisions
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in regard to the allocation either of the material or of the funds that
are appropriate to the case.

It seems to me that presents a very fair basis for following through
in a businesslike manner.

Senator HickeNrLoorer. In connection with the undertakings that
these nations assume, so far as their progress is concerned, who, in
your opinion, will be the authority that will pass on the terms of these
undertakings; that is, the bilateral and the multilateral agreements—
first, the bilateral ameement with each country? Will you, as Secre-

tary of State, pass on those terms? Will the Administrator pass on
the terms?

Secretary MarsparL. If it is purely a business matter it will be
the Administrator. If it is something that has a very definite in-
fluence on our international relatlonshlp, I would be involved. But
I would hope and assume that the major portion of the work would
be related to purely business consideration: They have already made
certaln commitments in their agreements which have been published
to the world and well known by all who may be interested.

An issue might arise in which I would be involved were T Secretary
of State at the time, where one nation had, for example, failed to keep
certain commitments.

The question would be whether that nation should be denied Amer-
ican aid, or whether a certain degree of tolerance should be shown.
The decision would depend somewhat on the character of the nation
itself, and its political situation. The decision also might have a bear-
ing on a general world relationship at that particular moment.

Senator HICKENLOOPER. You are getting right to my next question.

Secretary MarsmarL. And in that I ll]]O'ht well become involved.
But if it is-purely a matter of ordinary procedure, or business negotia-
tion, those would be entlrelv matters for the Administrator. He hfd] ts
off with such a premise because these nations are already formally
committed along certain lines. They have bound themselves in writ-
ing as to what they propose doing, what they agree to do. All right.
The Administrator picks that up. It provules a basis of operations
for him in regard to all 16 nations.

Now then, there is the question of good faith, of efliciency; the
question of unforeseen circumstances, which may be political in nature.
There will be occasions where the State Department would be in-
volved, but I think, in the main, the issues would pertain purely to
the Administrator’s bailiwick of operations. He starts with a pretty
good foundation of understanding as to what the nations are to do
during this period of 4 years.

Senator Hickexvroorer. Then that leads into the next question that
I am curious about. I don’t know whether this matter has proceeded
far enough—that is, the arrangements have proceeded far enongh—
to be able to define this emctly or not. What is your opinion as to
whether or not these agreements can be made in sufficiently itemized
detail in various fields of economic production so that it will become
perfectly apparent at the end of a period of time whether Nation “A”
or “B” has in fact substantially met the goals that they undertook to
meet in return for the help we give them ? ¢

I am talking from the st: mdpomt that every dollar is coming out
of the American LC()ll()lll), and that we are not justified in pouring
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money out unless in return stability and progress are received in the
kind of economy we would like to see develop.

Secretary MarsaHALL. Well, it seems to me that we have set up ma-
chinery which, from time to time, certainly at intervals of 3 to 6
months, would enable us to know just what was being done, how much
of efficiency, how much of good taith, was evident in the procedure.
That will be largely for the determination of the Administrator him-
self.

Senator HickeNLooPer. That is the point. Will it be left, I might
say, to the arbitrary determination of the Administrator himself to
evaluate this and in his judgment say, “Well, they have substantially
met the goals,” or will it be spelled out sufficiently so that anyone look-
ing at the record can make up his mind fairly as to whether these goals
have been reasonably met ?

In other words, will this be left entirely, the progress of this eco-
nomic recovery, to the judgment of the Administrator, or to the Secre-
tary of State, or the combined judgment of the two?

Secretary MarsuaLL. Part of it will be a matter for the judgment
of the Administrator himself; part of it will be the result of action
of the Secretary of State. The major portion will be the concern of
the Administrator alone. Where the Secretary of State enters into
it, I would say almost invariably it would involve the Administrator’s
proposed decision where the effect on the world situation or a par-
ticular situation, perhaps was judged to be too harsh. The reverse
I think would not arise at all. He would go ahead, operating under
his directive, under the law which is drafted here. Certainly he will
be available to you gentlemen to explain his decisions at such fre-
quency as you might desire.

Senator Hickenroorer. Do you envisage at this time-that these
agreements between the Administrator, or between our country and
foreign countries, will go to the point of substantial undertakings on
the part of these governments to insure continuity of work in their
recovery efforts?

Secretary MarsuaLL. Just what do you mean by that, Senator?

Senator Hickenvoorer. Well, to prevent widespread strikes and
long work stoppages 1in their countries. !

Secretary MagrsmarL. You are getting into a pretty serious political
issue. I don’t know. That problem applies over here as well as over
there.

Senator HickeNLoorer. I am aware of that fact. |

Secretary MarsuarL. I think you will have to judge the situation
by the conditions at the time. :

Now, part of what you have been saying concerns the complications
we went through last summer. I, on my side, and usually Mr. Ander-
son, the Secretary of Agriculture, on his side, were constantly con-
fronted by the problem of the available supplies of wheat in particular,
the same of corn, but particularly wheat. He was also confronted by
the problem of the effect on prices in the United States if the Govern-|
ment suddenly stepped in and made large purchases. He was also
concerned somewhat with transportation difficulties.

On the other hand, from the State Department point of view we
were very deeply concerned because of what was being done abroad
to undermine the western governments. Also we had to determine to
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what extent they were making use of the Communists’ threats to
demand more than was justified by the circumstances.

Of course, the last is inherent 1n any such procedure, and we must
always take a cold and calculating estimate of the situation.

So, we found ourselves between the rock and the whirlpool most of
the time, the Secretary of Agriculture was very much so, and he and I
had to find some basis of agreement, or the President would have to
make his own decision, which would be imposing an unfair burden on
him. Fortunately, we never had to turn to him. We were able to
work each problem out as it came along. It was not easy.

Senator HickeNvLooPER. To be somewhat practical, by way of an
illustration, there have been in the past, and there are from time to time
rumors now, of a general strike called in France by Communist
manipulation, let us say. I don’t know whether they will have one or
not ; those rumors are flying through the air.

It would seem to me that we would be perfectly justified in insisting
that the French Government use all possible means to guard against
the luxury of a work stoppage. I donot believe the American economy
can support them in the luxury of a general strike in France, and,
unless we feel that these governments are sufficiently vigorous in their
determination to continue work in this period of recovery, and they
are the ones that are in the condition of extremists, unless we feel pretty
confident that they will use every bit of power that they have to give
us as much assurance of continuity of their effort——

Secretary Marsaarn. France just has gone through a very severe
ordeal of that kind, where a general strike was threatened, and where
local strikes were very numerous, and where production was very seri-
ously interefered with, and the cost of maintenance of organizations
to hold the situation in hand imposed a greatly increased burden on
France.

I think we must take a very understanding view of the situation—
the difficulties of the governments, what they are up against—and
judge it from that point of view rather than from any rigidity of
opinion on our part.

Senator HickenLooPER. I agree very thoroughly with what you said
this morning in your statement about the sovereignty of those coun-
tries and their self-respect. I also believe that a part of the mainte-
nance -of self-respect is the meeting of obligations as opposed to the
obtaining of a dole of some kind, or a hand-out. Do you have any
present estimate, rough or otherwise, as to the approximate percent-
age of the aid that we will be expected to give over the next 4 years
under this program that can be in the nature of an obligation for
repayment, that is, a debt to be repaid back ?

Secretary MarsaarL. Will you repeat the question again, please ?

Senator Hickenroorer. These figures may not be in your possession
at the moment, but if you do have any estimate as to a rough or approx-
imate percentage of the amount of the aid we are expected to give
under this program that will be put on the basis of a loan

Secretary Marsmarn. How much is grant and how much is loan ¢

Senator HICKENLOOPER. Yes, sIT,

Secretary MarsaaLL. I thought you were asking the percentage of
aid in relation to the whole problem.
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Ambassador Doueras. The National Advisory Council hasn’t any
precise figures, Senator, and it is within the jurisdiction of the Na-
tional Advisory Council, in consultation with the Administrator, to
determine what shall be loan and what shall be grant. At any rate,
the NAC at present have a rough estimate that 20 to 40 percent will be
in the form of loans and 60 to 80 percent in the form of grants. But
you have to take that as a very rough figure. '

The Cuamryman. Do you mean loans that will be repaid?

Senator WiLey. Is there any collateral ?

Secretary MarsuarLn. As 1 understand it, there has to be a fair
prospect of return or the loan cannot be made.

Senator HickenLoorer. May I ask you, Mr. Secretary, what general
things will the loan field encompass? What part will be furnished
by way of money or goods that will be on a basis of loans? Will it be
capital investment? Will it be public improvements? Or what will
that general field be?

Ambassador Doucras. Senator, as I understand it, the criterion to
determine whether specific amounts will be made in the form of a loan
or grant has been examined with a considerable amount of care, and
various views have been expressed. The final conclusion is that the
standard which shall be applied is the ability to repay, regardless of
the category. .

One of the reasons, as I understand it, for accepting that standard is
that there would be little justice in asking the United States Govern-
ment and the American people to pay for a project let us say, or food,
or roads, for one of the 16 participating countries that has cash, to
state the case in its extreme form, and is thoroughly competent to
pay in cash on the barrelhead, quite irrespective of the category of
goods it would like to purchase.

On the other hand, to go to the other extreme, it is probably quite
fair and right for the American people, in view of the objectives in
mind and our national interest involved, to pay for a project in a
country which cannot pay at all. So that the standard, the criterion,
in the determination of whether an extension of funds shall be made
in the form of a grant or loan, is the ability to repay.

Senator Hickexvoorer. The ability to repay is of two kinds; one
presently ability to pay, and the second is the prospective ability to
repay in the future.

Ambassador Doucras. That is right.

Senator Hickexroorer. Now, take a country that cannot repay in
cash at the moment, nor in the next very few years, but which is rea-
sonably in need of income-producing capital investment—factories,
steel mills, something that produces income goods in the economy of
the country. Is there any reason under any circumstances why an
obligation to repay that capital investment for income-producing
goods should not be required in any event ?

Ambassador Doucras. Well, Senator, that depends entirely upon
the extent to which the exchange mechanism can carry the load, as:
suming it 1s an income-producing project. We have seen instances
within your lifetime and mine when thoroughly sound investments
made in a local plant were wholly unsound when expressed in terms
of dollars, merely because the exchange mechanism could not carry
the transfer.
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Senator HickenLooPER. Yes; I realize that is true, and that also
leads me to one of the fundamental things that will have to be done in
Europe, and that is stabilization of currency.

Ambassador DoucLas. Even after the currency is stabilized you
can unstabilize it, as we have learned from our own experience, by
imposing upon the exchange mechanism a burden which it cannot
BTy, |
Anyway, that is one of the criteria, and the ability of the exchange
mechanism in a particular country to carry a future burden would
be one of the considerations, I suppose, that the NAC and the Admin-
istrator would weigh in determining whether a particular extension
should be made in the form of a grant or a credit.

Senator HickeNLooPER. That is very true.

It is offensive to me, for instance, that we should be called upon to
put resources, whether it is money or goods, into income- producing
capital investments in other countries, unless we believe that that
investment will contribute to the return to stability of that country.
By the same token, if that country returns to stability as a result of our
investment, or to the extent to which it does, it is offensive to me to
think that they should not, even under their own self-respect theory,
be required to pay that under reasonable terms and conditions over a
period of time.

I can go along with giving people bread when they are hungry and
when they cannot pay, and not expect to be repaid for that bounty.
But in the field of capital investment and income-producing installa-
tions that contribute to the reestablishment of stability I do not see
why they cannot pay.

Ambassador Doucras. But, Senator, where there is the ability to
repay it is the intention to require repayment.

One of the considerations entering into the determination as to
whether a country has the ability to repay or whether it does not is the
prospect of the exchange mechanism being able to transfer local cur-
rency into dollars. You know what the transfer problem is. It isn’t
in making a loan in terms of dollars to France. For e‘mmple, 1t 1s not
like maklnfr loans in terms of dollars to somebody out in Sonoita, Ariz.
A person who received a loan in Sonoita, Ariz., can repay in dollars.
He received the credit in dollars. He repays it in dollars. There is no
difficulty about transferring from one to the other.

Senator HrckeNLoopER. I do not know that I can oo along with that,
Mr. Douglas. I think much of the progress of this (ountly “of ours has
been made when people extended credit to others who have no col-
lateral.

Ambassador Doucras. Surely.

Senator HickeNLooPER. And when they rely upon that person who
gets that help without collateral they rely on future ability to pay out
of that investment.

Ambassador Doucras. I quite agree, but my point is that when you
make a loan to somebody in AIIZOII‘L, or Towa, and the source of the
loan is one of these places back here on the Atlantic seaboard, the debtor
is not confronted with the problem of transferring the pmceeds de-
rived from his 1nveqtment into the kind of currency Whlch he received.
He received the credit in dOl]dlS Probably he earns dollars. Cer-

tainly he would if he were in Towa. And he pays his debt back in
dollars.
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Senator HickENLooPER. I don’t know, Mr. Ambassador, but there
was a time when our people received credit in dollars and then they
burned their corn because they could not convert it into dollars. There
is an exchange problem there.

Ambassador Doucras. That is a different kind of exchange problem
entirely. :

Senator HickeNLoorERr. 1 believe I understand what you are talking
about, but I still feel that if there is an original justification to invest
in capital improvement in a country it can only be on the basis of its
potential contribution to the recovery of that country. That is the
only excuse for it. There is an excuse and good reason to give people
wheat when they are hungry, to give them coal if they are cold, and
food, and things like that, for physical distress; but when it comes
to pouring resources into capital investments that are expected to con-
tribute to the permanent economy of that country, whether it is pri-
vate installation or public installation, then at least at this moment I
don’t see any argument for not setting up the machinery for repay-
ment of that, whether they can presently pay for it or not, or whether
their prospects presently are bad for repayment. I think it should be
put on that kind of basis, so that if, as, and when they are expected
to recover, repayment can be made for those capital goods and capital
Investment.

Ambassador Doucras. And the exchange mechanism can carry it.

Senator HickENLooPER. The exchange mechanism is a mechanism,
but it is not a principle. It is a mechanism.

Ambagsador Doucras. It is a very important one.

Senator HIckENLOOPER. But the job is to solve the difficulty and not
violate the principle.

Ambassador Doucras. Actually, Senator, I do not have the analy-
sis here, but I think as a practical matter there will be very, very few
capital projects that will be constructed as a result of a grant, because
most of the commodities in the selected program, or the program items,
are not of a capital nature. :

Senator HickENLoOPER. I think we will probably go into that a little
later in the examination.

Ambassador Doucras. I think it will be interesting to go into that
and examine it in the light of those facts.

Senator HICKENLOOPER. At the present time, I would also extend
my 1nquiry not alone to income-producing goods but to permanent
public improvements, such as highways and things of that kind, needed
public structures. I should be very interested in getting my thinking
straightened out, at least, in that field as well as on income-producing
property.

Ambassador Doucras. I think we ought to look at the facts and
see }éow they are catalogued as between consumption goods and capital
goods.

Senator HickENLooPER. Thank you, Mr. Ambassador.

Mr. Secretary, these figures you perhaps may not have at your dis-
posal, and they may be more accurately given by someone else, but
I should be interested in inquiry later in this hearing as to capital
obligations and debts of the various 16 countries in Europe that are
coming into this plan. If you do not have those figures at this moment,
I will not press for that, but I shall be interested in that figure, when-
ever the proper person is testifying.
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I think that is all, Mr. Chairman.

The CHAIRMAN. Senator Hatch ?

Senator HarcH. There is one question, just one, Mr. Secretary, that
I want to ask, and it is not one I am bothered about myself. But some
people have raised the question.

The proposal you made calls first for the exercise of the greatest
effort on the part of these nations to help themselves, and then, with
such aid as we can give them, it is provided to have a complete recovery
and reconstruction program so that those nations can again assume
their strong position in world affairs as free and independent self-
sustaining nations.

Now, Mr. Secretary, the question is this: Can those objectives be
achieved by a lesser program, such as relief, and relief only providing
such help in the way of food and clothing only, only the things neces-
sary to prevent human suffering?

Secretary MarsHALL. I think they cannot, sir. I think that would
be more a palliative and would involve us, if we still maintained our
beneficent interest only, in continual appropriations which in the
long run would add up to far beyond what is undertaken in this pro-
gram. This program goes beyond a simple relief feature. The great
constructive purpose of this program is to put these people on their
economic feet, which incidentally carries with it the implication of
their political feet, on a clean line that is reasonably acceptable to con-
ceptions of civilization as we view them today.

I think one of the dangers we could well get into here would be to do,
as I heard someone use the illustration up here the other day—it takes
20 feet of rope to save the patient, but you only give him 15 and he
goes down with the 15 feet. That was one reason that I made a very
careful point in relation to the $6,800,000,000, that that was not a figure
put in to barter with up and down; it is as closely as we could calculate
it for these 15 months. That was an essential amount, and our own
feeling was that to go below that merely endangers the whole project.

I state that, embarrassed by the fact that almost everybody who
proposes an appropriation by Congress says something of the same
thing, and I have gone through very many hearings on appropriations,
but I am utterly sincere in what I have said today.

First, I do not think a plain relief program as pertains to the
individual in relation to his hunger, his clothing and medical require-
ments, meets the situation, except as a temporary palliative. And next,
if it is decided that we will take up and carry out a program to put
these people on their economic feet and thereby in political security, we
must view the problem very carefully as a whole and not piecemeal it.

I don’t know whether that answers your question or not.

Senator HarcH. That answers it.

It is your opinion that even a relief program in the long run might
prove to be more expensive and not accomplish the results?

Secretary MarsaarL. I think that is very much the case assuming
we would still be touched in our emotions by desiring to help the man
who is down. I think that is true in our American life. If it is
purely relief, it goes on and on, and the situation may well get worse.
You have to do something constructive. And what we are trying to
do here is constructive, I am sure.

Senator WiLey. It is more than an international WPA.,

The Crarrman. Senator Lodge?
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Senator LobGe. Mr. Chairman, there are a great many questions
that are not of a detailed or technical nature, and the answers to
which I think must go into the record if these hearings are to be a
source of information to the public and the Senate, but T am going
to have mercy on the Secretary, and plan to ask most, of my ques-
tions of Ambassador Doufrlas, who, I understand, is the general
manager for the enterprise.

Ambassador Doucras. T thank the Senator for his kindness and
mercy

Senator Lobce. On page 9, Mr. Secretary, the statement is made
that this program must be car ried to success against the avowed deter-
mination of the Soviet Union and the Communist Party to oppose
and sabotage it at every turn. I suppose that means that we can count
on no help and possibly resistance insofar as eastern Europe is con-
cerned.

Secretary Marsmarr. At the present moment, yes. Whether that
will continue, I do not know. There may be a change in front there
when they find our determination is firm and that we are proceeding
with a fair degree of success.

Senator Lobge. That makes it even harder to revive western Europe,
doesn’t it, because western Europe has always had a lot of commerce
with eastern Europe?

Secretary Marsaarn. It makes it very hard, and that is one reason
that in this program right now, under the circumstances that you
have just referred to, we still hope to have trade back and forth
through the so-called iron curtain.

Senator Loper. But it is tr ue, 1s 1t not, that if we are going to do
more than just rebuild the old row of tenement houses that has_ gotten
us into two European wars, there has to be some increased measure
of integration and unification and elimination of trade barriers in
western Europe. Is that not true?

Secretary MarsmarL. I think that is very much the case, and that is
one of the very compelling reasons for the suggestion made on June 5
last, that the necessity was very great. At the same time, the diffi-
culties of getting such commitments from a lar ge number of sovereign
nations were so very great that the only chance the only opportunity
for reaching such acrreementq would be under the pressure of dire
necessity. We oot an immediate result, which I think as time goes
on, as it 1s analvzed more and more, we can consider as not onlv a
remarkable result for a short period of negotiation, but one of great
historic importance, and the beginning of just what you imply.

Senator Lopce. On page 7 you make this statement, and I quote:

They (that is, the European nations) have moved forward toward a practical
working arrangement for the multilateral clearing of trade.

Is it that to which you referred, or just exactly what does that state-
ment represent? I was wondering to what that referred.

Secretary MarsmaLL. That is what T just referred to, and also the
other items which are mentioned further down in the paragraph.
That is a beginning.

Senator Lobce. It isa beginning?

Secretary MarsHALL. But in relations among nations, that assumes
a very great importance in the fact that it is not only a beginning, but
that they went as far as they did in initiating this procedure.
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Senator Lobce. Of course they could go still further, could they not ?

Secretary MarsaarLL. Oh, yes; but they have gotten St‘lI‘ted and one
of the effects of our program, I think, will be to maintain and increase
that momentum.

Senator Lobce. I receive letters from people that I know in Europe
in many different walks of life expressing the hope that this Marshall
plan will lead to an increased unification and integration in Europe,
and they tell me that there will always be resistance on the part of
governments.

Secretary MarsHaLL. I think that is right.

Senator LopGe. Because governments are responsive to the influ-
ence—particularly democr atlc governments are responswe to the
influence—of the marginal pr oducer who thinks he is going to lose if
there 1s an integr ation. But I believe, or these people say to me, that
if only we will use our good offices and promote this integration of
Europe, it will be a boon to the average citizen, and a great step toward
peace. Does that strike a responsive chord?

Secretary MarsHALL. I like the words you used, “good offices,” be-
cause that is one of the delicate phases of the problem that we do not
move in such a way as to awaken hostilities because of national pride,
or that we do not offer something in a measure or form suitable for
propaganda distortion by those who are trying to sabotage the
program.

My concern in the matter, to state it very frankly, is to get this
affair going in such a way that the cooperation, the commltments,
which bring those countries closer together will increase rather than
remain as they are at the time they befrm to get more or less on their
feet.

The critical time will come, if we are successful, as I am firmly con-
vinced we will be, when the “heat” is off, the program not completed
but the “heat” is off. People make many promises and think they
will do all sorts of things until they begin to get clear of a dilemma,
and then they revert in  the way human bemﬂs have been doing for
many thousands of years. Nations react in very much the same man-
ner, particularly when there is an active group seeking to tear down
instead of build up.

Just how we can manage to keep the process going toward further
cooperation, toward a further consolidation of Eur opean states and
a general integration, a mutual integration in relation to the economic
WOIk is a matter of very great mlpoxtance I do not know just how
that can be managed. I feel certain that if we had not had a tragic
dilemma of vast proportions we never could have gotten these agree-
ments out of the western nations at all. It could have been talked
about and would for many, many years, but, like unity of command,
all will agree with you in principle but thev won’t agree with you
when you g “wet down to business, unless it is their man that is to com-
mand, unless it is their business that is to be protected.

I do not know how long the development of integration will con-
tinue. I think it will continue, if we carry out this program roughly
as proposed, for a period of at least 4 years, and I would assume that
a very material gain would be made during that period. And I would
also assume that as a result of that gain its advantages will become
so evident, and we would have broken down so many of the minor
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oppositions which have a major effect, that from there on the course
would not be quite so difficult. |

Senator Lopce. Having in mind the pride and the sovereignty of
these countries, which we do not want to offend, could we say that
that unification and integration of Europe is one of the hopes in this
plan? I do not say one of the aims, because “aim” possibly is a little
tactless, but it would be one of the great hopes that we can attain.

Secretary MarsuarrL. Well, a certain degree of unification is a
necessity to the plan.

Senator Lopge. As I understand it, there will be bilateral agree-
ments between this country and other nations, and there will also be
agreements between this country and the 16 nations. There are both
kinds of agrements, are there not ?

Secretary MarsaAaLL. I think that is correct.

Senator Lopee. Would it not be in the interest of the integration of
Europe to use that 16-nation agreement as much as possible?

Secretary MarsuALL. That is quite true. We will have to nego-
tiate bilateral agreements where there is a great difference in the con-
ditions of individual nations. Some are not in need of monetary
assistance at all, yet are part of the group and are interested in trade
barriers and matters of that sort. Others are in dire circumstances
and require very specific assistance. You cannot generalize over the
16 nations. So far as possible, I agree with you that we should use
the 16-nation grouping.

Senator LopGe. There is one question raised by a question Senator
Wiley and Senator Hickenlooper asked, which I think indicated that
the record maybe is not as complete as it should be. I agree with
what you say about a sick man not being able to do anything until he
gets back on his feet again. But I think you do feel, and I under-
stood Ambassador Douglas to say, that Europe should make its own
maximum contribution toward its own recovery just as fast and as
great as it can. Is that not your view?

Secretary MarsHALL. Yes, sir. That is the whole intention of the
procedure and our approach to the problem. The major intention of
the statement of June 5, to provoke exactly that reaction.

Senator LopGe. And that includes every type of contribution that
they can make? '

Secretary MarsuarL. Every type of contribution.

Senator Lobpce. And the more they contribute, the greater it will
develop their self-respect ?

Secretary MarsHALL. I think the reactions at the present time are
indicative of that. They have done, I am quite sure, far more than
they would have done if the situation had been left as it was. The
losses might have been inconceivably greater.

Senator Lopee. The fear has been expressed to me not only by Amer-
icans but by English people and French people that the plan, if not
administered with foresight and intelligence, could discourage and be
a damage on the intrinsic forces of European recovery. That 1s a
danger, is is not ?

Secretary MarsHALL. That is a danger. I used the words, “a sort
of spiritual rehabilitation and regeneration.” I think that is a very
important factor. As a matter of fact, unless we really get such a
reaction, material commodities and financial aid would not be pro-
ductive of a very satisfactory result. But I think, to go back to the
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illustration of the sick man, that that is what happens when you give
him a blood transfusion. You give him a diet; you give him food and
medicine to get him started, and then comes action on his part of deter-
mination and optimism that otherwise would be completely lacking.

Senator Lobce. This is not a question, but it is an observation that
I want to make connected with the comment that has been made on
the $6,800,000,000 figure. I think it is absolutely certain, when this
bill gets to the floor, that amendments-will be offered to reduce that
figure. And there has got to be in this record a very detailed and
utterly convincing justification for that figure so you can say, “Yes,
it has to be $6,800,000,000 and not $6,200,000,000.” Every dollar in
it has got to be able to stand up. I wanted to make that observation.

Secretary MarsaaLL. We have assumed that, and I hope that we can
present the matter in such a way that it will provide the data that you
need to support the proposition. As a matter of fact, one of our com-
plications now is that we have such a wealth of data that it is a prob-
iem how to crystallize it for our convenient reference and understand-
ing.

t%enator Looce. Is the Army Department’s jurisdiction over Ger-
many a permanent arrangement, or is there some prospect of a change
in that situation?

Secretary MarsaarL. We hope to be able to arrange to take over
that by next summer; June 30 I think is the tentative planning date.

Senator Lobge. The State Department ?

Secretary MarsaaLL. The State Department. We tried to do it in
December, but we found it involved so many complications because
we do not have the people and the machinery, that it could not be done
with assurance in that time. There are a great many complications
involved in the matter, and yet at the same time the present arrange-
ment is not a satisfactory one, because the Army carries all the burden
of the operation, yet this German sector becomes involved in a general
relationship to all European affairs and to a certain degree of world
affairs, which present many problems of concern to the State Depart-
ment.

The Army must defend the appropriations, and now I am appearing
in connection with another appropriation, and it is very hard to keep
the matter properly interrelated.

Senator Lobee. There is a hope, then, that the whole German ques-
tion will be under the State Department in the comparatively near
future? '

Secretary MarsaarL. Yes. The Army will be very pleased to turn
it over. We have to be certain that we have sufficient machinery,
Wfifthout a greatly additional Government expense, to manage the
affair,

Senator Lopee. I have one more question, and maybe you would
rather have somebody on your staff answer it. But has a study been
made of the strategic materials and stock piling that is expected to be
obtained under the terms of this legislation ¢ :

Secretary MarsHALL. Yes.

Senator Lobce. I would like to give this to Ambassador Douglas.
This is a list of these strategic materials, a column here showing from
where they are to be obtained, and another column showing the
amounts in which they are to be obtained. I would like to give that
to Ambassador Douglas. p

George C. Marshall Foundation, Lexington, Virginia




72 EUROPEAN RECOVERY PROGRAM

The CaamrMan. It will be presented to the Ambassador with the
compliments of the committee.

Senator Lopce. That concludes my questioning. Thank you very
much.

The CaamrMAN. Senator Thomas?

Senator TrHomas of Utah. I have no questions.

Senator HickeNLoorER. Senator Lodge touched on a question I had
in mind a while ago, Mr. Secretary. At this moment I am pretty
firmly of the conviction that we cannot bail out Europe, that is by just
what we furnish ; that that alone will not return Europe to a self- -Sup-
porting or a pr ope1 level of economy ; that Europe in the last analysis
has (rot to do 99.99 percent of the job. What we can hope to do for
this kind of a program is to probably furnish the stimulus that will
ald them in their own self-recovery. Is that not about the result of
what we will do?

Secretary MarsuarL. That is about it. This amount, which is a
very sizable amount for us to consider for the American taxpayer, is
yet a very small percentage of the whole requirement, but it is the
important portion needed to start the ball rolling. You might say it
fulminates the charge. It will begin to break the bottlenecks.

Senator Hickexroorer. And the whole philosophy of our aid to
the European countries must be guided by that philosophy of stimulus,
and not by a philosophy that by pouring in so much money we can
automatically raise them back to a self-supporting economy.

Secretary Marsaarn. That is correct.

Senator HickexroorEr. They have got to do the Jjob themselves.

Secretary MarsmarrL. What we hav tried to do 1s to present a con-
structive proposition that would bring to an end the requirement of
European support from this side of the Atlantic.

The CaarMAN. Senator Connally?

Senator ConnarLy. General, I went to ask you just one question. A
great deal has been said about the bilateral agreements with the sev-
eral countries, and then something was said about an agreement with
the 16. Am I correct in the information which I have that when the
16 countries agreed on this program they agreed that they would not
interfere with any estimate by any particular nation? Each nation
made its own estimate of what it needed and what it wanted. Is that
true?

Ambassador Doucrass. Not quite. That is the way the original
calculation of the requirements was made. What each one of the
countries did was to make an estimate of what each could do for itself,
and for the others. Then it made a calculation of what the require-
ments fo reach country might be, and by adding the requirements

of each one arrived at the requirements in total. The difference
represented the amount of outside assistance that was necessary.

Senator ConvarLy. But each country made its own estimate. The
other countries did not interfere with it and say, “Here, you are asking
toomuch. Cut that down.”

Ambassador Doucras. There was a certain amount of screening
done in Paris.

Senator ConnvarrLy. Of course, any contract or agreement that you
make with the separate countries, unilaterally, of course, will under-
take to hold them to their commitments or to 1educe them if possible;
is that not true?
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Ambassador Doucras. Yes.

If I might just clear up one point, the type of screening that took
place in Paris, of the requirements and of the over-all estimates, rough
as they may have been, for 4% years, resulted in applying a general
broad factor of reduction. It was as a result of the application of that
broad factor of reduction that the original estimates were compressed
from some $29,000,000,000, which never took final form—that was a
very tentative estimate—to the $22.400,000,000.

Senaytor Conxarry. The 29 was never really submitted to the United
States ?

Ambassador Doucrass. No. That was never a final or firm figure.

Senator CoNnnarrLy. The $22,000,000,000 was ?

Ambassador Doucras. The 5'22.400 000,000 did represent a final
figure, including capital equipment in the amount of some $4,600,-
OOO 000 That 1s the way in which that calculation was made.

Amonor other things, these 16 nations made certain undertakings,

each to the other, in 1egald to the production targets which would be
met, in regard to the restoration of financial St‘lblllty and the reforma-
tiono of their fiscal systems, the establishment of exchange rates, in

regard to the removal of barriers to trade, in regard to the removal of
barriers to the movement of people, and two or three others which I
have forgotten. They made a continuing commitment to establish
a contmulng organization.

The commitments in respect of production—and this applies, 1
think, to one of the questions which you put, Senator chkenloopel—
the commitments that they made with regard to their production tar-
gets, are referred to in that report, and those production targets have
subsequentlv been somewhat reduced by the Americans in certain
respects and increased in others as a result of the American screening.
They seemed to be in some respects high and in other respects perhaps
low.

Those multilateral undertakings made by each one of the 16 countries
with each other will become a pdlt of, by reference, as I understand it,
the bilateral contract which the United States makes with each one of -
the 16 countries.

Does that answer your question ?

Senator CoNNALLY. Yes;that answers that part of it.

Something was said earlier about writing in, spelling out the detail
of a lot of these things. Would it not be 11111)0551blo in a comprehensive
scheme like this, for any administrator, the Secretary of State or
anybody else, to foresee every contingency that might arise, and to
prescribe the details? Therefore, is it not necessary that the adminis-
trator and the Secretary of State have a lar e degree of flexibility
vested in their administration of authority, so as to meet, these new
situations? They come up all the time unexpectedly, like a jack-in-
the-box. Isthatnottrue?

Secretary MarsHaLL., That is true, and that is the reason I made such
a point regarding the importance of flexibility, because nobody can de-
termine at this moment just what the various changes in relationships
and situations will be. The Administrator must be in a position where
he can take advantage of the situation or he can protect himself against
the developments of F that situation, which means he has to have enough
flexibility to make his own decisions in the light of the cir cumstances.
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The CHaIRMAN. Mr. Secretary, there is one exhibit I am very anxious
to get. I do not know whether to apply to you for it or where this
should originate. I want to get an over-all balance sheet of the State
Department’s expectations for the 15 months covered by the first
appropriation under thisbill. I want an over-all estimate of all of the
requests that will be made, that are now foreseeable in connection
with the European relief recovery program ; the China program which
you are contemplating sending down, the further Greek-Turkish aid
program; and the operation of American occupational forces in Ger-
many, Korea, Japan, China, and Austria.

Are you prepared to give me that today ?

Secretary MarsHALL. No,sir; I can’t give you that today.

The CramrmaN, Will you undertake to have that prepared, please?

Secretary MarsHALL. Yes, sir; that will be submitted to you at a
later time.

The CHATRMAN. Are there any other questions?

Senator BARKLEY. Do you mean for the next fiscal year or for the
rest of this fiscal year? Or do you mean the over-all program ?

The CrmarmanN. I mean for the 15 months covered by the initial
program of $6,800,000,000, and I would like to have it divided, if you
can, as between the last 3 months of this fiscal year and the 12 months
of the next fiscal year.

Ambassador Doucras. And the new appropriations?

The Cramryman. Yes; and the new appropriations.

Secretary MarsHALL. There are some appropriations that relate to
this final quarter of this fiscal year. You just want that shown. Itis
already appropriated as it relates to the current period.

The CaamrmaN. That is right.

Mr. Secretary, we are greatly indebted to you. I cannot give you a
release in full sine die, but you have been most patient and most gen-
erous with us. My final request to you is, most prayerfully, that you
continue to study this question of administration with the view of
trying to find a more adequate and a more specific, insofar as possible,
liaison between what we call the business administration of ERP
and the foreign-policy administration of ERP, because I contemplate
that it is the question, finally, which involves our greatest controversy,
not only here but over in the House of Representatives.

I have asked the Brookings Institution to make an objective study
of our experience in this duality of responsibility and make an objec-
tive recommendation as to what might be done to establish the maxi-
mum independence for business management on the business side and
yet completely effective foreign-policy supervision on the foreign-
policy side. And I just hope we can have some further contributions
from your Department to our thinking on that subject, because I am
sure we have not yet found the answer.

Secretary MarsHALL. We will certainly go into that.

The Caamrman. Thank you very much.

Although T had hoped we could run until 5 o’clock, everybody has
been a good boy, and we will reward them by recessing until 10 o’clock
tomorrow morning, when Ambassador Douglas will appear for such
purposes as the committee may then determine.

(Whereupon, at 4: 35 p. m., the hearing was adjourned, to reconvene
on the following day, Friday, January 9, 1948, at 10 a. m.)
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FRIDAY, JANUARY 9, 1948

UNITED STATES SENATE,

ComMITTEE ON FOREIGN RELATIONS,
Washington, D. C.

The committee met at 10 a. m., pursuant to adjournment, in room
318 of the Senate Office Building, Senator Arthur H. Vandenberg
(chairman) presiding.

Present: Senators Vandenberg, Capper, Wiley, Smith, Hicken-
:ll_(iopeﬁ', Lodge, Connally, George, Thomas of Utah, Barkley, and

atch.

Also present: Senators Aiken, Lucas, Millikin, Stennis, and
Watkins. |

The Cramrman. The committee will come to order.

Mr. Lewis W. Douglas, Ambassador of the United States to Great
Britain, will be the first witness this morning.

Mr. Douglas, will you proceed in your own way ?

STATEMENT OF HON. LEWIS WILLIAM DOUGLAS, AMBASSADOR TO
GREAT BRITAIN

Ambassador Doueras. Mr. Chairman, members of the committee,
1 can say candidly it is a pleasure to be here. It is a pleasure derived
from the fact that I meet so many of my old friends.

In respect to the European recovery program there is little that
I can add in general terms to the statement which has been made
by the Secretary of State, Mr. Marshall. He has covered many,
indeed, all, of the vital principles involved in the program. He
has spoken about the necessity of acting in time; he has spoken
about why the program is necessary; he has elaborated on many of
the phases of the program; and he has, I think, with peculiar per-
suasiveness, indicated the way in which the vital national interests
of our country are intimately associated with the recovery of western
Europe.

I might merely add to what the Secretary has said in general
terms that too often in history, and in recent history, countries,
either because of ignorance, because of reluctance to face facts,
because of indifference to facts, because of timidity, have refrained
from taking the necessary measures to protect their future. As a
result, too often they have, by refraining from taking those measures,
conceived and given birth to incalculable consequences, adverse
consequences.

I recognize, Mr. Chairman, that there are many Members of the
Senate and of the House, and that there is a segment of the Ameri-
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can public that entertains doubts about the validity.of the European
recovery program. Their doubts are derived in part because of the
calculated monetary costs, they are derived in part because they fear
that the program will continue the present inflated condition of the
United States. But I ask those who have those doubts that they
-alculate the cost of the European recovery program and the pos-
sible effects against the calculated costs of doing nothing, or of doing
something inadequate, and, as a result, of permitting at least some
of the European nations to experience such a great deterioration that
their influence in the world becomes seriously impaired. And I ask
them to calculate the cost of doing nothing or of doing something
inadequate, so that others of this great part of the world so intimately
associated with our own vital national defenses, the maintenance of
which the Secretary deems so essential, would come under the domina-
tion of precisely the sort of tyranny that we fought to destroy in
Germany.

Those consequences the Secretary referred to. He referred to them
in terms of continued and larger expenditures for national defense,
not as 1s contemplated in the European recovery program in decreas-
ing amounts for a limited period but continuously and currently
in each year. And I ask them to calculate the effects of those in-
creased costs upon the internal American economy, and the conse-
quences that they might have and would have upon it, not only in terms
of a continuation or an extension of our present inflated position but
in terms of the effect upon our traditional institutions which we
have on several occasions fought to defend—the institutions of free-
men. For I venture to assert, Mr. Chairman, that as a result of doing
nothing, or doing something inadequately, this country would be
compelled to live in an armed camp in a society relatively isolated,
relatively alone, and that as a consequence it must be subjected to a
variety of different continuing regulations and controls incompatible
with the liberty which this country, since its foundation, has enjoyed.

I should like to, if I may, punctuate what I have said by describ-
ing the magnitude and significance of the area of the world of which
we are speaking. A number of charts have been prepared which have
revealed to me in more striking form than was the case before I saw
them the real significance of this area, of its importance to the civilized
world; and 1f I may do so, Mr. Chairman, I would like to refer to
those charts for a moment.

(Chart I is inserted herewith.)

This chart represents a number of different characteristics of the
16 participating countries during the prewar period. The first line
represents the population. I may say that all of these bars are ex-
pressed 1n terms of the percentage of the world total. The first bar
represents the percentage of the population of the world embraced
or included in the 16 participating countries. It amounts to 12 per-
cent as compared with the total population of the United States, ex-
pressed in the same percentage, which is 614 percent, or a total of 1814
percent.

The next bar represents the number or the percentage of literates
mmcluded in the 16 participating countries and in the United States,
in relation to the total of the world. That comprises some 40 percent,
when put together: 26 percent in the participating countries and 14
percent in the United States. That means that as between the United
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States and the16 participating countries of western Europe the total
number of literates constitutes a very large percentage of the total
literates of the entire wor]d Expressed in different terms, out of a
total population of some 2,000,000,000, 40 percent of the literates are
within these two related areas.

The Crairman. Mr. Ambassador, your figures do not include west-
ern Germany ?

Ambassador Dovcras. They do.

The CrairMaN. They do include western Germany ?

Ambassador Doucras. They do. All these figures include western
Germany. And I should like to elaborate on this point, if I may, Mr.
Chairman. Western Germany was in a sense included in the Paris
Conference to the extent that the requirements for western Germany
were incorporated in the requirements, or added to the requirements,
of the 16 participating countries.

Those requirements of western Germany were not based upon mere
relief for western Germany, but they were calculated upon the assump-
tion that western Germany must recover, for it is generally accepted
that barring, of course, the assurances that Germany does not again
become a menace to the peace of the world, European recovery in ldl“"e
measure depends upon a recovery of Germany.

The CaarMaN. Let me be sure again that I understand your figures.
Do they include all of Germany or only the American, British, and
French zones?

Ambassador DoucrLas. They include only the western part of Ger-
many since the requirements and other factors relating to eastern
Germany were not available for reasons which need no elaboration.

These 16 participating countries produced 27 percent of the total
world output of industrial and agricultural products, and the United
States produced 35 percent of the total world production of industry
and agricultural products.

Between the two their total productivity represents some 62 percent
of the entire world.

Steel. The 16 participating countries produced, prewar, 37 percent
of the total steel production of the world, and the United States pro-
duced 38 percent of the total steel production of the world.

The CmarrmaN. Mr. Ambassador, let me again get this straight.
Y ou keep mentioning the 16 countries, and western (Ielllldlly 1s not one
of the 16 countries.

Ambassador Doucras. T am sorry. I am probably not defining the
matter properly. The 16 participating countries plus western
Germany.

And that applies to all of these groups. If again I lapse into that
error I lmpe everybody will understand that I mean the 16 participat-
Ing countries plm western Germany.

These 16 participating countries, plus western Germany, possessed
68 percent of the total merchant tonnage of the world in the prewar
period and the United States 14 percent, for a total of 82 percent.
These 16 participating countries and western Germany produced, pre-
war, 40 percent of world chemicals, generally. This is not a complete
and absolutely comprehensive calculation of all chemicals produced
for there are a few that it was impossible to include. But at any rate
the 16 ])dltl(‘l[)atlll(" countueq and western Germany produced, pre-
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war, 40 percent of the chemical production of the world, the United
States 26 percent, or a total of some 66 percent. L

Exports. The 16 participating countries plus western Germany ex-
ported, prewar, 24 percent of the total exports of the world, and the
United States 17 percent. Between the two it represents 41 percent
of the total exports of the entire world.

The 16 participating countries, including western Germany, im-
ported, prewar, 39 percent of the total imports, and the United States
1114 percent of the total imports of the world.

(Chart IT is inserted herewith.)

This chart represents, graphically, the extraordinary importance
to the general world community of the 16 participating countries plus
western Germany, the recovery of which this program is aimed to
achieve. And because of its significance to the entire world the sig-
nificance of this area is evident to the United States.

There are other implications which might be expressed in a con-
trary way. It indicates the extraordinary significance of this area,
were this area to fall, as the Secretary put it, or collapse into the dic-
tatorship of police states.

Another rather interesting chart indicates the kind of area of which
we are speaking. Of the population of the 16 countries, plus western
Germany, 71 percent were nonfarm workers, and only 29 percent were
farmers. And of the world, 40 percent were nonfarm workers and
60 percent either resided upon or were farm workers.

The acreage per capita in the European area, of which we are speak-
ing, was but four-fifths, or eight-tenths of an acre, that is cultivated
land, and in the United States, 3 acres, per capita.

These two charts together indicate that this area of which we are
now speaking, and the recovery of which we believe to be so essential
to the United States, was one of the most highly industrialized areas
of the world. It was the center of a complicated, intricate, and sensi-
tive productive area, equal to ours—in some respects greater than ours.

I say it was complicated and intricate and sensitive because it was
the great trading area of the world. Expressed in terms of exports,
imports, and production it was prewar, the greatest area of the world.

It received raw materials from all over the world; it fabricated
them into finished articles; it sent them forth to satisty the require-
ments of markets on the one hand and to increase markets for others
on the other hand.

If T may elaborate on that for a moment: This great area took
raw materials from the United States and the Western Hemisphere—
Canada, South America, the Caribbean—and it took raw materials
from southeast Asia, as an example, and it fabricated those raw
materials into finished articles and sent them out through the many
channels of commerce and trade, to the many markets scattered

‘throughout the world. '

In the purchase of its raw materials and other articles from the
Western Hemisphere it had always a deficit. By that I mean that
1t paid more for that which it received from the Western Hemisphere
than it received for that which it sent to the Western Hemisphere.
That was its traditional trade deficiency. DBut it made up that trade
deficiency historically by the dollars which it earned from other parts
of the world and it was by balancing one against the other during
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the prewar years that the deficiency with one part of the world was
balanced against the surplus with another part ot the world.

This area was an extraordinarily sensitive one, trading with all
parts of the world, accumulating deficits here, surpluses there, but
coming out with an over-all total balance.

This area was held together by a complicated system of transport,
inland transport, as finely spun as the web of any spider, and by a
complicated and intricate system of finance. It is important to under-
stand the area of which we are speaking because of its signficance to
the United States. .

There is another feature about this area of which we are speaking.
It was the traditional and historic seat of western culture from which
we have derived many of our political institutions, and a large part
of our basie philosophy of the freedom of the individual. It was
within this area that the conception of parliamentary government was
given birth. We have taken those conceptions, we have modified them
to our- own, peculiar, national environment, but fundamentally this
area was and still hopes to be, or hopes to be in the future, a part of
that great community of nations wedded and dedicated to the proposi-
tion that men shall be free, that they shall not be slaves of the state.

I would like to indicate, if I may, what has happened to this area.
The war has shattered much of its economic and industrial produc-
tivity. There are some what say that the present crisis in Europe is
due to policies which many of the governments there have adopted.
I cannot say that in part this is not true. But I can say that the prin-
cipal cause of the dislocations, of the impairment of the productive
capacity of this significant part of the world is due directly to the war
and to no other cause. May I just speak of a few of them ?

(Chart IIT is inserted herewith.)

These countries, plus western Germany, before the war, had an in-
visible income derived from investments, overseas investments, ship-
ping services, and other services in the amount of approximately one
and a half billion dollars a year. Due to the war many of those in-
vestments have been liquidated, due to the sheer necessity of using
the exchange derived from the sale of those foreign investments for
the purchase of materials of war. Those investments have in part,
not completely, but in large part, been extinguished. And what was
before the war an invisible income of one and a half billion dollars a
year has been converted into a net deficit of $500,000,000 a year. So
that on invisible account these 16 participating countries, plus western
Germany, are $2,000,000,000 worse off today than they were before the
war.

Senator BargrLEY. That is an annual deficit ?

Ambassador Doueras. That is an annual deficit.

Shipping in the prewar years provided them with earnings of some
$250,000,000 a year, and this source of net earning power has been
extinguished.

I have referred to the damage which the war has inflicted on their
productive facilities. There is another fact. Terms of trade have
turned against these European countries. The prices of the com-
modities which they have to import to live have risen much more
rapidly than the prices of the exports which they have had to sell.
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This has obviously imposed an additional strain upon their resources,
and has made it necessary for them to enlarge and expand the thing
which they are at the moment incapable of doing, their own produc-
tion, in order to make up for that 20-percent difference in the cost of
imports as against the cost of exports.

There 1s another feature arising out of the war, though not neces-
sarily associated with the war. During the prewar period these west-
ern European countries derived a substantial part of their essential
raw materials, particularly in foodstufts, from eastern Europe. The
members of this committee, for example, know well that the food
supply of Germany was derived, in large measure, from the eastern
part of Germany. That granary has been largely closed off to the
western part of Germany.

Other European countries derived foodstuffs from the great agri-
cultural area which lies in the eastern part of the Continent, and there-
fore these western European countries have, within the limit of their
resources, been compelled to focus their demand for the supplies,which
they previously got from eastern Europe upon other areas of the world,
principally the Western Hemisphere.

I have referred on another chart to southeast Asia. Southeast Asia
was one of the sources of dollar earnings for some of these countries
of which we are speaking. Southeast Asia has, too, been dislocated
and devastated by the carnage and destruction of war. It is not now
the dollar earner that it was. Indeed, it has become, instead of a
source of income, a source of loss. The impairment of agricultural
activities in that area has been almost 75 percent in terms of one or
two crtical items. The ration is now beginning to rise slightly. But
only at the expense of some of the western European countries that
have to buy foodstuffs from it.

And there i1s still another feature, and that is the increase in the
population within these 16 countries and western Germany. It has
increased approximately twenty millions; in spite of all the loss of
life, the toll of human life taken by the war, the population of this
area has increased by that amount.

Senator BargrLey. In what period?

Ambassador Doucras. Since before the war. Much of it, almost
50 percent of it, as I recollect the figure of the increase in popula-
tion, has been due to the migration of people from the eastern parts
of Europe into the western parts. But that increase in population
has imposed, as some of these other factors have imposed, upon these
16 countries, plus western Germany, the difficult task of increasing
their productivity and the outflow of their goods to support a very
much larger number of mouths. ,

The population has increased actually from some 250,000,000 to
270,000,000. That, too, is a significant figure for the population of
these 16 countries plus western Germany, 270,000,000, is greater than
the population of one country situated in the eastern part of Europe.

The Cuarman. Is that increase spread generally around or is it
concentrated ?

Ambassador Doucras. About one-half of it, Senator, not quite one-
half of ‘it, 40 percent of it, as I recollect the figure, is within western
Germany.

Thus I think it is true to say, that the war has imposed additional
burdens upon these 16 countries and western (Germany on the one
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hand and has shattered or impaired their economic system on the
other.

But there is still another consequence of the war. I have indicated
that these countries were the seat, the European seat of peoples who
believed generally in free institutions. They had their political and
their social organizations, largely organized on that fundamental,
philosophical conception, the dignity of the individual. Most of
them suffered from occupation. During that period those political
institutions which had been traditional to them over the course of
the last hundred years were extinguished.

Subsequently, after liberation, they were confronted with the
tedious task of rebuilding social and political institutions where none
existed. Their task was complicated by the scars which the differ-
ences between what are called collaborationists and noncollabora-
tionists left upon the body politic of these 16 nations.

We know within our own experience how difficult it is to establish
a government where none exists. It took us many years of tedious,
arduous effort and devotion to principle to make of the Government
of this country a Federal institution, valid, strong, knitted together,
and with a true regard, under our particular circumstances, for the
essential principle of dispersion of power.

So it is easy, Mr. Chairman, for us over here on this side of the
world, to view the policies and what appear at times the vacillations
and timidities of some of these Kuropean countries with distant
criticism. But I venture to say that if we had the same difficult task
that they have, of reconstructing order under law where all political
institutions have been destroyed, we would perhaps do little better
than some of them have appeared to have done.

The Secretary has referred to the relationship between economic
health and political stability. I think it is a fundamental proposition
which no one can seriously deny, seriously doubt. This European
program is aimed not at the relief of these countries, not to provide
merely the means by which human beings can subsist, and no more,
but it is aimed at achieving a true, solid, firm, economic recovery, and
reconstruction of this devastated part of the world, and as a conse-
quence, of restoring, or of aiding in restoring, the traditional political
institutions which are, with modifications and variations, so intimately
related to the basic philosophic conceptions of our own.

It is aimed, in other words, at recreating that vast and significant
part of the world which was based upon the belief that progress of the
human race is derived from the liberation of the human spirit and the
freedom of the individual.

Senator Lobce. You do not mean to recreate it with all the defects
that existed ? )

Ambassador Doucras. May I come to that, Senator ?

There were a great many defects, as there are in any system. To
this recovery program the Soviet has expressed its open opposition.
For what reasons I leave to the committee to determine.

There is one other feature about this area. While I have been speak-
ing about the 16 European countries in western Europe, the orbit of
their influence is very much larger. Geographically these 16 countries
reside upon the Atlantic littoral, from the northern peak of the Euro-
pean Continent, to the Mediterranean. But within their orbit of their
influence is the northern coast of Africa and other strategic parts of
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Africa. If, therefore, some of them should lose the influence which
they have formerly exerted in the world and if others of them should
fall under the domination of the police state, that extraordinarily
strategic part of the world would be separated, divorced from the
United States, with consequences to which the Secretary referred
yesterday.

I have said, Mr. Chairman, that the program is aimed at achieving
economic recovery of this area and as a result the restoration of
political stability.

I should like now, if I may, to speak of the program itself.

The Secretary yesterday referred to the history of the program, the
way in which it came into existence, the conception of it and the birth
of 1it. Almost immediately after the 5th of June when the Secretary
made his historic speech at Harvard, Mr. Bevin and Mr. Bidault ex-
tended invitations to every European country, excepting Spain, to
attend a conference, there to calculate that which each one of the par-
ticipating countries could do for itself and for the others, and that
which was necessary in the form of outside assistance if economic
recovery and political recovery were to be restored.

Mr. Molotov attended that conference. On the 2d of July, as I
recollect it, Mr. Molotov departed from the conference. Prior to
departure he expressed his opposition to the program in curious terms.
He issued a grave warning. He found it necessary to “caution” the
other European countries, and particularly England and France.
And yet notwithstanding the departure of the Soviet representative
16 countries accepted the invitation, remained in the conference, met
on the 12th of July, organized. This conference was known as the
CEEC, or the Committee of European Economic Cooperation.

I would like to speak, if I may, of the significance of the undertak-
ings which each of these countries made to each other. Possibly I had
better read them, if I may.

This is in their published report; doubtless many of the Senators
have already read it:

In particular, each country undertakes to use all its efforts.
To develop its production to reach the targets, especially for food and coal.

I would like to go back to these and refer to the targets which they
set. [Continuing:] :

To make the fullest and most effective use of its existing productive capacity
and all available manpower.

To modernize its equipment and transport, so that labor becomes more produc-
tive, conditions of work are improved, and standards of living of all peoples of
Europe are raised.

To apply all necessary measures leading to the rapid achievement of internal
financial monetary and economic stability while maintaining in each country a
high level of employment.

* * * to reduce the tariffs and other barriers to the expansion of trade,
both between themselves and with the rest of the world, in accordance with the
principles of the draft charter for an International Trade Organization.

To remove progressively the obstacles to the free movement of persons within
Europe.

To organize together the means by which common resources can be developed in

partnership.

And finally they undertook, subject to the condition that outside
support would be forthcoming, to establish by mutual consent a con-
tinuing organization to review the progress each country may make
toward the satisfaction of its undertaking.
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The production goals are very interesting. I indicated why they
have to be high.

The Cuamrman. Before you leave that, if it does not interrupt you,
Mr. Ambassador, how is this multilateral dedication to be imple-
mented by way of specific administration ?

Ambassador Doucras. If the Congress approves of an adequate
program for the recovery of Europe—and I urgently hope that it will,
bilateral agreements will be made between the United States and each
one of these participating countries. These agreements will, by ref-
erence incorporate these undertakings as among all of the partici-
pating countries into agreements with the United States as well.

The continuing organization of the participating countries which
they have agreed to set up will review the progress of each in imple-
menting this multilateral dedication. It will provide the United
States with information as to the progress made as will each one of
the participating countries individually. I would hope that the con-
tinuing organization would play a part in influencing any one of the
participating countries if it has perhaps failed for one reason or an-
other to meet its undertakings, to modify its course, and actually to
satisfy them. |

In addition, Mr. Chairman, the ultimate sanction of withholding or
modifying our assistance will rest with us. We must, however, be
somewhat sensitive to the fact that these countries are sovereign na-
tions, with traditions with pride in their own past, and each has a
hope of its future, and each is jealous, and it should properly be, of
any efforts, just as we would be, on the part of an outsider to inter-
fere with its own internal affairs, or to impose restrictions upon the
exercise of its sovereignty.

But the significant thing about these undertakings is that if faith-
fully observed—and we believe that they will be faithfully observed
if it is within the power of these countries to observe them—these
six commitments will progressively create in western Europe a far
more integrated system than existed before the war.

The Caamrman. I do not want to interrupt your presentation. I
am not speaking now about our relationship to this venture. You
speak in terms of hope regarding their own continuing intimate rela-
tionships in the achievement of these multilateral objectives. What
I am inquiring is whether the plan specifically contemplates a con-
tinuing active CEEC in the actual pursuit of the objectives.

Ambassador Dovcras. Senator, I cannot answer the question more
categorically. I can discuss this with you off the record.

(Further discussion was continued off the record.)

The Craamrman. I can understand the difficulty involved. I am
simply trying to discover whether there is a mechanism contemplated
for continuous contact, continuous consultation, and continuous mul-
tilateral action if, on their own responsibility, they desire to go
further.

Ambassador Doucras. Yes, there is. It is the CEEC, itself.

The Craeman. That continues?

Ambassador Doucras. That is right, sir. That is a continuing or-
ganization. :

I might indicate to the chairman that in addition already a multi-
lateral monetary clearing arrangement has been made among these
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countries. and as I understand it, became effective on the 1st of Janu-
ary, this year. That 1s an exunple

The Crarrman. Did that include all of them ?

Ambassador Doucras. No; not all of them. And I am not certain
that we could expect all of them to come into every cooperative effort,
at the same time.

The Cuamrman. That might be so.

Ambassador Douvecras. Tlus. I think, Mr. Chairman, can develop
further in the light of developmente in the light of progress made, and
in the light of results which it produces. l\othm(r will disrupt a co-
oper ative effort more than adverse conditions. And nothing will en-
courage it and stimulate it more than evidence of clear progress.

Senator Lobee. Mr. Chairman, may I just ask a questlon at that
point? Secretary Marshall said, I think, yesterday, that the time to
get these things done was in the immediate future. When they began
to get a little ¢ stronger the whole super-suicidal separatist tendencies
of these European nations might begin to get stronger.

That leads me to wonder Whether if we are going to get, this united
and integrated Europe, we had better not get it Wlthln the first 2
years, otherwise we are not going to get it at all.

Ambassador DoucLas. ben‘ltor the task of achieving recovery in
western Europe is a heavier one than it would have been had some of
the adverse conditions not developed.

There are risks in this program. One of the only ways in which you

can overcome some of these adverse conditions is by and through a
closer integration of the economy of these 16 countries.

Senator, ]udfred against the historic background of the sovereignty
of these countries, and judged against other factors, these commit-
ments which they have undert aken should not be too lightly estimated.
They are, if one examines them carefully, quite significant, indeed,
they are very significant, and if f(uthfullv obqerved—and fh‘lt 1S the
point that you had in mind—if faithfully observed they will produce
a much more integrated, closely knit and interwoven pattern of activ-
ity than existed befor

I do not think I am exaggerating it, Senator.

The ultimate action, Mr. Chairman, finally rests with us. Each
year the Congress will be asked to appropriate money if, in the first
nstance, the Lonm ess approves of the program. Therefore there will
be an oppOItumtV of review by the Congress itself.

But within each year there is the CEEC itself, there is the United
States representative to the CEEC, there are the various representa-
tives of the United States Government 1n each one of these participat-
ing countries who also wil be reviewing the performance of the indi-
vidual countries, to determine the extent to which the undertakings
which they have committeed themselves to are being fulfilled.

I think T should say, Senator, in complete c‘mdor that in view of
the extraordinarily dilapidated fiscal affairs of some of the countries
we cannot expect to achieve a complete reformation within too short
a period of time. The eradication of some of the inflationary pres-
sures within these countries cannot, I think, honestly, be had unless
at the same time that the steps of fiscal reform are taken production
begins to rise, because there must be a balance between the quantity
of money on the one hand and the goods available on the other. That
is a fact of which I think we have had some experience.
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The CuamMaN. Is there anything in this bill, Mr. Ambassador,
which categorically asserts that the continuity of our cooperation is
dependent upon the continuity of the self-help described in these
objectives ?

Ambassador Doucras. I am going to refer to the conditions that we
are going to exact. They are referred to in section 10 (b) of the act
itself : T .

As a condition precedent to the performance for any participating country of
any of the functions authorized under this Act, such participating country shall
conclude an agreement with the United States, which shall signify the adherence
of such country to the purposes of this Act.

And as I understand it there will be reference in the agreement to
the undertakings made by each country to each other. And in addi-
tion, where applicable, there shall be a provision covering the following
items:

Promoting industrial and agricultural production in order to enable the par-
ticipating country to become independent of abnormal outside assistance.

Taking financial and monetary measures necessary to stabilize its currency,
establish or maintain a proper rate of erchange, and generally to restore or
maintain confidence in its monetary system.

Cooperating with other participating countries in facilitating and stimulating
an increasing interchange of goods and services among the participating countries
and with other wcountries and cooperating to reduce barriers to trade among
themselves and with other countries.

That is in the agreement which we will make with each one of the
participating countries. [Reading:]

Making efficient use, within the framework of a joint program for European
recovery, of the resources of such participating country, including any commodi-
ties, facilities, or services furnished under this Act.

Does that answer your question ?

The Craamrman. No, I am afraid it does not, Mr. Ambassador.

That deseribes the additional obligations which are contemplated in
respect to self-help. What I am inquiring is whether there is a cate-
gorical statement in this bill at any point dealing with its objectives,
its philosophy, a categorical statement that the continuity of our aid
is dependent upon the delivery of the goods under these agreements.

Ambassador Doucras. Let me perhaps put it this way. I think
that the language here contemplates precisely what you have in mind.
- The Caamrman. Exactly. It isimplieit in your plan.

Ambassador Doucras. And the language even expressly states it.

The Cramrman. I do not think you have read me any language that
states it.

Ambassador Doucras. Let us see. I may not. The United States
Government will conclude an agreement with each one of the partici-
pating countries. Among other things in that agreement there will
be this undertaking by the participating countries:

Cooperating with other participating countries in facilitating and stimulating
an increasing interchange of goods and services among participating countries
and with other countries and cooperating to reduce barriers to trade among them-
selves and with other countries.

That will be a part of the agreement. Does that not mean that each
one of the participating countries must do those things?

The Craamrman. Well, T think it is implicit in the agreement, and I
think that is powerfully useful. T think it is implicit in the scheme
itself, and I think that is fundamentally vital. DBut if that is the only
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language you can show me in the bill which spells out the fundamental
theory which we must say is implicit, then I want to know what objec-
tion there would be to stating categorically in connection with the
legislation itself, so that there can be no misunderstanding, present or
future, that the continuity of our aid and cooperation is contingent
upon the continuity of the delivery of self-help within reasonable
results. .

Ambassador Doucras. I would have thought that that language
covered the point which the Senator had in mind, but if it does not,
than T would like to have the opportunity to discuss the matter with
the Senator and other members of the committee on other occasions.

The Cramrman. I raise the point for your study.

Senator Connally wanted to ask you something in this connection.,

Senator ConnarLy. Mr. Ambassador, a good deal is said about the
sovereignty of these countries and the sensitive attitude that they
occupy. Is not everything that they agree to in there in a way the
exercise of that sovereignty, or a limitation of that sovereignty?

Ambassador Doucras. Precisely that, Senator, but these are com-
mitments which they themselves made to each other, so that in the
exercise of their sovereignty, they have undertaken in certain respects
to impair what heretofore was their unrestrained exercise.

Senator ConnarLy. That is what I am driving at. They cannot
complain that they have voluntarily assumed certain obligations
which, but for that obligation, would be an invasion of their sover-
eignty. If the matter is one that relates to this proposition, this
project, how can there be any complaint that it is an invasion of
their sovereignty, if it is necessary to carry out this project that we
have in mind ?

Ambassador Doucras. Senator, I was not referring to these under-
takings which they have made to each other.

Senator ConnarLLy. Those are the only ones we are making. We
are not making any additional ones.

Ambassador Doucras. I was referring to the undertakings which,
in addition to the ones which each country makes to other participating
countries, we might require under the terms of the bill. I was re-
ferring to the sort of undertaking that has not heretofore been stipu-
lated or defined.

Senator ConnarLy. We have not gotten to that yet. We have not
gotten that far. .

Ambassador Doucras. That is right. - I wanted to make that point
clear. These are undertakings which these countries have voluntarily
made among themselves.

Senator Con~arry. Is there anything in our agreement there that
1s proposed to be made, either unilaterally or in a mass, that contem-
plates the invasion of their sovereignty? We have no desire to in-
vade their sovereignty on proper matters. But as to this subject
matter, I do not regard the sovereignty as applying because they have
voluntarily said, “We will do these things.”

How could they affect their tariffs except by the exercise of sover-
eignty? How could they affect their finances and reconstitute their
system of finance except through the exercise of their sovereignty?

Ambassador DoucrLas. 1 agree.

Senator ConnNarLLy. I am for sovereignty, but I think it is a poor
excuse for somebody to say, “Oh, I can’t do that. That’s my sover-
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eignty.” If we are going to make this thing effective, they have got to
go along and perform their best efforts to carry it out, and not simply
sit on a feather bed and say, “You do it, Mr. United States.”

Ambassador Doucras. Senator, you are quite right, and it is pre-
cisely that that is intended in the administration of the act.

Senator CoNnaLLY. I have heard so much about sovereignty. I
have tried to express my views on that. I am for it, but within proper
bounds. But the very existence of sovereignty involves the power of
the state to do or not to do certain things, and 1f they agree to do them,
there is no question then of the invasion of their sovereignty.

Ambassador Doucras. I was not referring, Senator, in what I said,
to any of the undertakings each country has voluntarily made with the
other, nor to the undertakings outlined in this act.

Senator ConNarLy. That is all we are doing now.

Ambassador Doucras. I was referring to other undertakings.

The CaairmaN. We have interrupted your orderly presentation of
the thing. I am sorry. But we will return to the subject a little later,
if you want to proceed.

Ambassador Doucras. In respect of the production targets, I think
I have a chart over here which shows the production targets.

(Chart IV is inserted herewith.)

These are the production targets of certain countries. In respect of
foodstuffs, grain, these 16 participating countries plus western Ger-
many produced in the prewar period—this is all grain—64,333,000,
roughly, tons. In 1947 they produced 59,700,000. In 1948 they pro-
duced 51,100,000 tons. I failed to mention that one of the develop-
ments, in addition to the others which have been mentioned, which
has aggravated the situation in Europe has been the unkind way in
which the weather has treated these countries during the year 1947. In
the case of I'rance, for example, as I recollect it, the 1947 production
of wheat was somewhere in the vicinity of 5,900,000 tons and it was
reduced to 3.7 in the 194748 year almost entirely due to crop failures.

In respect of meat, it is an important item in the diet of the Eur-
opean countries, but it is not necessary to bore you with those figures.

Coal, however, is important, for after one gets through screening
all of the economic factors there are two or three lumps that remain
behind and that can be sorted out as particularly essential items, and
one of them 1s coal.

Prewar they produced 551,000,000 tons. In 1946 the production was
398,000,000 tons, and again, Senator, this includes western Germany.

In 1947, 438 millions; in 1949 they undertake to produce 495 mil-
lions and in 1952, 585,900,000. Those are the targets which have been
set by these countries.

Now, may I refer to another very important commitment which’
they have made, that is, to restore fiscal and financial stability. As a
result of the fiscal policies that were pursued during the period of
occupation, as a result of great difficulties in reestablishing and re-
storing orderly government under law after the period of liberation,
the fiscal financial condition of some of these countries is pretty tat-
tered and pretty torn. In some of them there is a real distrust of cur-
rency, and this has led—and this is a consideration of which this com-
mittee should be aware—it has affected agricultural production ad-
versely. It has induced farmers who otherwise would have increased
their acreage, perhaps, in cultivation of wheat, to transfer their activi-
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ties to the growing of livestock. It has led others not to market the
crop which they did harvest. In other words, it has produced what
all dilapidated currencies have produced, a ﬁlght from money into
goods.

And on the industrial side, it has induced many having a distrust
of the currency, and finding it not particulary proﬁtwble to work
harder to achieve a currency ‘which may have a reduced value 2 weeks
or 2 months from now, to buy leisure, of which there is an abundance
on the European market, at a very low price. And so, therefore, the
commitment to restore, to reform their financial and monetary systems,
1s vitally connected with and associated with the increase in produc-
tion which western Europe must achieve, and that commitment these
countries make to each other.

The Cmarrman. On paper.

Ambassador Doueras. Not merely on paper, Senator. I have not
examined in detail the program of the French Government aimed at
the reformation of its internal fiscal and financial affairs, but it was
enacted, sir. The Schuman government stood up, I think you will
agree, with bravery and g ball‘mtry in the face of considerable opposi-
tion and hostile forces, and although it made a compromise as a good
many governments make from time to time, it did achieve the suppmt
of the le(rlslatlve body in France. That was a significant and impor-
tant step taken by the Government to fulfill, at Teast in part, and it
Is an initial and 1mportant step, the commitment made by France to
the other participating countries.

Much of the same thing can be said of the Italian Government.
And in respect of the reduction of trade barriers the Benelux customs
union has now become effective. To be sure, that was initiated before
the meeting of the Paris Conference, but the fact is thaf it is now
operating. France and Italy are negotiating for the purpose of estab-
lishing a customs union. The other countries are studying the prob-
lem. T can say very frankly that one of the difficulties in establish-
ing a customs union throughout the entire western Europe is the
pecull‘u relationship of the United Kingdom with its Dominions and
its crown colonies as compared with its relationship with western
Europe.

The Crarrmax. I simply want to agree with you that these coun-
tries are doing constructive, courageous things for which they are
entitled to our enthusmqtlc applquqe I simply said “on paper” be-
cause I am referring back to my old theory—that these contracts are
on paper and I want t them implemented.

Ambassador Dovcras. And I agree. T agree with the desires.

Senator Lobge. With regard to what you s said about the British Em-
pire, is it not true that Prime Minister Churchlll and Foreign Minister
Bevin have both expressed themselves in favor of a United States of
Europe?

Ambassador Doucras. Mr. Churchill has. Mr. Bevin’s position
on the matter is not quite as clear. Possibly that is because my mem-
ory is not as sharp as yours.

Senator Looce. Certainly you could not have a United States of
Europe without having a customs union. That is the essence of the
United States, isn’t it?

Ambassador Doucras. One of the significant and important parts,
I believe, in the development of our own country was the complete
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freedom of trade, aside from the constitutional resort to the exercise of
golice powers by various States. It is one of the significant reasons

or our extraordinary development. It is not the only one. It is a
very important one.

In respect of production

Senator BaArxrLey. Mr. Ambassador, you dismissed here on this
chart a moment ago the question of meat.

Ambassador Doucras. It is an important item.

Senator BARgLEY. Iwould like to ask you, without going into any
details about it in any country, whether it is possible that the gains
that have been made 1n those countries, economically and politically,
may depend on their ability to get meat for their people within the
next few months?

Ambassador Doucras. There is no doubt that the whole productive
effort is dependent upon, in large measure, the diet of these countries
and the raw materials which can be fabricated into finished articles.
There are two things. If the diet is too low, the energy and capacity
to work is thereby diminished. If the raw materials are not available,
the ability to turn out fabricated articles is thereby diminished.

Senator BArgrLEY. On account of the shortage of feeds, the animal
population declined, not only in France and Italy but in Scandinavia,
where they were slaughtering even their dairy cattle because of lack of
feed. That has reduced the meat supply in those countries which can
only be restored after a considerable period when herds are depleted.
1t takes nearly a year to get back on the level of beef production.

Now, because of that shortage, they emphasized increasing the con-
sumption of bread, notwithstanding even the shortage of wheat. But
if they are to do a full day’s work in these countries in the mines and
in the factories, it seems to me they must be able to obtain a larger
proportion of meat than they have been in the last few months able
to obtain.

Ambassador Doucras. I did not mean to infer that meat was not
an important item in the diet. I did not want to bore the members
of the committee with too many charts and figures and protract what
I was saying to too great an extent or too far.

In addition to making these commitments, Mr. Chairman, these 16
participating countries did calculate the outside assistance necessary
if they were to achieve a recovery. That report was submitted to us.
It embraced both phases or parts of their deliberations; that is, the
undertakings and the calculations of their requirements. Various de-
partments of the United States Government have examined that calcu-
lation of outside assistance with a great deal of care. And as a re-
sult there has been produced a program which represents the mini-
mum amount of aid—of support, I would rather call it—that 1s nec-
essary if these 16 participating countries are successfully to over-
come the ravages that have been created by war and the dislocations
that have been caused or that have risen out of postwar conditions.

And I would like, if I may, to refer to that program. I should like
to make it very clear in the first instance, that this program is not
calculated exclusively on what is known as a balance-of-payments esti-
mate. It also rests upon a calculation of selected commodities abso-
lutely essential to achieve economic recovery, the sources from which
they can be derived, and the availability of those commodities. The
sum of those considerations expressed in terms of commodities has

George C. Marshall Foundation, Lexington, Virginia




90 EUROPEAN RECOVERY PROGRAM

been translated into the dollar cost at a price level which is 7.5 per-
cent above the price level which the 16 European countries used in
the preparation of their calculation in Paris. It is 7.5 percent above
the price level used by them, because the price level had risen 7.5 per-
cent. It is not a hypothetical increase. It is an actual, factual in-
crease.

There are two categories of commodities which they need—there are
the selected commodities, and then there are “other” imports which,
in the very nature of the case, because they vary from country to
country, cannot be put forward as one list of items. They cover a
vast multitude of commodities; I want to make that point very clear.

Now, as to the selected items, the requirement from the United
States expresed in terms of dollars, amounts to $4,239,000,000 for the
15 months’ period. I am not going to analyze this in terms of 3 months
and then 12 months but if it 1s agreeable to you I will do it in terms of
the entire 15 months’ period, which is the period for which we are seek-
Ing an authorization 1 specific terms, and later an appropriation.

F'rom other Western Hemisphere countries these selected items will
need to be imported into these western European countries in the
amount of $3,346,000,000, or a total from the Western Hemisphere of
$7,585,000,000.

The Caamman. Will you give me those figures again ?

Ambassador Doucras. 1 will give you a copy of this, if you like.

The Cuatrman. No. Just give me those two figures again.

Ambassador Doucras. $4,239,000,000 from the United States; $3,-
346,000,000 from the other Wesetern Hemisphere countries. That is a
total of $7,585,000,000.

I have here a list of these selected items which I can either read, Mr.
Chairman, or insert in the record, as you wish.

The Crmamrman. It certainly would not suffice just to insert them
in the record, because I assume that you are prepared to justify the
items in some degree.

Ambassador Doucras. I am prepared to say this, Senator, that they
are essential to the economic recovery of Europe. I can give you the
items. First, bread grains. And I can show you and will show you
in a few minutes that the foodstuff to be imported under this European
recovery program provides a caloric standard of living less than,
substantially less than, prewar. I have to do a little mathematics
here. This analysis, unlike the previous figures I have given you, is
based upon a 3 months’ calculation, and the next column shows 12
months. But bread grains amount to $754,000,000; coarse grains
amount to $88,700,000; fats and oils amount to $100,400,000; oil cake
and meal amount to $22,100,000 ; sugar, $27,900,000 ; meat, $7,700,000;
dairy products, $235,200,000 ; eggs, $36,000,000; dried fruits, $33,500,-
0005 rice, $7,200,000; other foodstuffs, $73,800,000; tobacco, $262,500,-
000; cotton, $580,800,000. Nitrogen is $16,400,000, and phosphates
%3,100,000.

I think you will find this, Senator, on page 115 of the book that we
submitted, that was submitted and published by the committee.

I can go on or submit them in the record.

The Cuarraan. Those do not seem to be the same figures you
read out. '

Ambassador Doucras. You see, Senator, one has to add the first
column to the second column, because the first covers 3 months and
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the next column covers the 12 months’ period, and I have been speak-
ing of the 15 months’ period. I had to do some rather rapid mathe-
matics.

On page 116 there are the physical quantities, and on page 117 there
1s the value of"the selected imports from the other Western Hemi-
sphere countries. The requirements in imports from the United
States have to be added to the imports from the other Western Hemi-
sphere countries to come out with the total.

Then on page 118 is the physical quantities of the imports of these
selected items from other Western Hemisphere countries. At any rate,
those selected commodity imports, expressed in terms of dollars,
amount to $4,239,000,000 from the United States, $3,346,000,000 from
other Western Hemisphere countries, or a total of $7,585,000,000.

In addition, there is a list of unprogramed items, and as I have in-
dicated, they contemplate a wide variety of commodities. I can give
you an example of them in the case of Italy, if you would like to have
me do so. At any rate, those imports from the United States expressed
in terms of dollars amount to $2,750,000,000 and from other Western
Hemisphere countries $1,478,000,000, or a total of $4,228,000,000. That
is the total imports other than the selected items necessary to achieve
economic recovery in western Europe. These 16 countries and western
Germany must import from the United States, a total amount of $6,-
989,000,000, and from the balance of the Western Hemisphere, $4,-
$24,000,000, or a total of $11,813,000,000. I can refer you to page 97
of the document in which the other schedules are to be found.

Now I would like to show here, if I may, the chart that shows the
caloric food value.

Senator BARKLEY. Mr. Chairman, may I ask whether these charts to
which the Ambassador refers will be printed as a part of his testi-
mony ?

The CaamrmaN. Yes; it is expected that they will be printed.

Senator BARkLEY. T hank you.

(Chart V is inserted herewith.)

Ambassador Doucras. This 1,650 calories represents the semistarva-
tion level of a diet as calculated by the National Research Couneil.
Prewar caloric value of the diet in these countries was 2,800. In 1947
the caloric value of the diet of residents in these countries in western
Europe was 2,250. Under this program the caloric value of the diet
will be but 2,550 calories. 1t is still 911b%tantially below the prewar
diet.

And I want to correct a statement that was made to you, Senator
Smith. I said that by the expiration of the four-and-a-quarter-year
period it was calculated that the diet of the European countries would
still be below prewar. I have to correct that, sir. It will be by that
time, due to their own production and the de(]mnm demand on us,

caleulated to be just about precisely at the prewar level.

Senator SmiTH. T am glad you brought that out, Mr. Ambassador,
because the point that was made in the question to me was that we
were giving a higher standard of living by this program than they had
in 1938, and you are bringing out that it isn’t even as high as it was
in 1938.

Thank you very much for this clarification.

Ambassador Doueras. It is substantially lower. Tt is an important
item to remember and to bear in mind in estimating whether, particu-
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larly, the amount of foodstuffs is adequate, whether it is too much or too
little. |

Senator ConNarLLy. Is there any estimator or research council that
knows what the average caloric value of the American diet is? Do
you know? 1o o

Ambassador DoucrLas. It isestimated at about 3,350 calories.

The CaarRmaN. Mr. Ambassador, have you a total figure indicated?
Y-ou have not yet completed your calculations to indicate how you are
getting back to your $6,000,000,000.

Ambassador Doueras. I wanted to dothat. That covers at least one
item that was referred to yesterday.

The total then, of these selected items and unprogramed items that
must be imported from the United States and the Western Hemisphere
into these 16 European countries, including western Germany, is
$11,813,000,000. That is the total dollar value of the commodities to
be imported into these 16 European countries plus western Germany
from the United States and the Western Hemisphere. It amounts to
$11,813,000,000. ‘

The CEHAIRMAN. For 15 months. :

Ambassador Doueras. For a 15-month period, that is right.

The 16 European countries, plus western Germany, so it 1s calculated,
will export during the 15 months’ period, in selected items, $295,000,000
to the United States and to other parts of the Western Hemisphere
$303,000,000, or a total of $598,000,000 worth of commodities.

Unprogramed 1tems, exported to and imported by the United States
during the 15 months’ period, will amount to $1,960,000,000 and to other
Western Hemisphere countries $1,455,000,000, or a total of $3,415,000,-
000. Thus the total export, selected and others, destined for the United
States and other Western Hemisphere countries will amount to $4,013,-
(00,000 during the 15 months’ period.

The merchandise balance, or the trade balance, the difference be-
tween these imports and exports, amounts to a deficit over the 15
months’ period with the United States in the amount of $4,734,000,000,
with other Western Hemisphere countries in the amount of $3,066,-
000,000, a total of $7,800,000,000. That is on trade account, and trade
account alone.

Senator CoNNaLLy. That means they get the $7,000,000,000.

Ambassador Doucras. No; they import $7,800,000,000 more than
they export.

Senator ConNarLy. That is what T am trying to get at.

Ambassador Doueras. That is right, Senator.

There 1s another cost, and this 1s an invisible cost. There is the
cost of freight, ocean freight. The cost, expressed in terms of dol-
lars, with the United States, is $293,000,000, and with other Western
Hemisphere countries $145,000,000.

Senator HickeNLoopER. Mr. Chairman, may I ask the Ambassador,
the cost to the United States of that transportation—does that con-
template using American equipment and crews ?

Ambassador Doucras. That is paid for in American dollars. That is
the deficiency, the net cost. It is not paid for in their own currencies.

Senator Hickenvooper. I understand, but is that cost reflected in
the employment of American ships and American crews ?

Ambassador Doucras. That is my understanding.
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Senator Hickexvooper. And it does not contemplate the use of the
crews of the countries who are receiving this material, whether it be
ships on loan from us, or their own ships?

Ambassador Doucras. It has to be paid in terms of dollars as a sub-
stantial part of it, but not all of it, will be carried in American ship-
ping.

I beg your pardon. This is the net cost after assuming the bare-
boat charter on an emergency basis of 300 bulk-cargo ships and the sale
of 200 ships. \

Senator HickeNLooper. Of course, the background of my question
is the thory of whether we should furnish American crews at our
tremendously high-cost shipping rates, or whether we should say
to those countries, “You furnish the crews; we will furnish the ships
and put the material on, and you ship it to your countries. You carry
i

Ambassador Doucras. That is a question, Senator, which I think
the Congress should decide. I can give you some figures on it.

Senator Hickenrooper. I was merely asking you which type of
transportation these costs reflected, the use of our ships and our crews,
or foreign ships and crews.

Ambassador Doucras. These reflect the cost to them in terms of
dollars after bare-boating to them 300 bulk-cargo vessels and selling
to them 200. Does that answer your question? The balance is paid
to American shippers in terms of dollars.

Senator HicKENLOOPER. It may answer my question, Mr. Ambas-
sador. I wouldn’t be sure, because I don’t quite understand it.

Ambassador Douaras. It is because I am not making it clear.

The program contemplates the sale to these 16 European countries
of 200 merchant vessels so that they may man them, sail them under
their own flag, carry the goods in those 200 vessels, pay for the freight
in their own currencies, thus relieving the exchange mechanism and
the burden upon dollars to that extent.

Senator HickenvLoorEr. Do we supplement, or do we make good
an agreed amount in dollars representing their own currency that
they pay for the transportation of these goods?

Ambassador Doucras. No, sir. We do not. Moreover, the program
contemplates the bare-boating for the period of the program.

Senator Hickenvoorer. What do you mean “bare-boating”?

Ambassador Doueras. Chartering, hiring, leasing 300 merchant
vessels to these European countries in order that they may fly their
own flags. They will not have title to the vessels. They will merely
have them under rental. They may put up their flags on the vessels,
man them with their own crews, and carry the freight at an expense
to them expressed in terms of their own currency, again relieving us
of the burden of putting up dollars to pay high freight rates.

Does that answer your question ?

Senator Hickenroorer. I think so. Thank you.

The Cairman. Now we are down to $7,800,000,000. Where do we
2o from there?

Ambassador Doucras. There 1s an invisible cost account which in-
cludes tourist expenditures, remittances, interest, profits, dividends,
amortization, and items of that sort, earned from the United States,
in the amount of $263,000,000, and from other Western Hemisphere
countries in the amount of $13,000,000, or a total of $276,000,000. In
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this balance, I may say invisible account, the 16 countries are $2,000,-
000,000 a year worse off than they were before the war. The total
deficiency, then, in the balance of payments calculated as I have indi-

cated, with the United States and with the Western Hemisphere, is
$7,962,000,000.

Those calculations were based upon a price level as of July 1, 1947,
and they have been adjusted so far as commodities are concerned up-

wards by approximately 7.5 percent because the price level rose 7.5
percent during the pellod between July and October. The dollar
amount of that increase 1s $565,000,000.

It is the total deficiency with the whole Western Hemisphere, the
United States and the other countries, that was $8.,527,000,000.

Senator Connarry. That is based on the assumption that those high
prices will continue over the 4-year period.

Ambassador Doucras. T am just talking about the 15-months’
riod, Senator. We took the price level as it was in October and made
our projections forward only for that limited period of time. No one

can foresee what the price level may be 3 months or 3 years or 4 years
from now. Itmay be higher and it may be lower.

There was an uncovered deficit in the bizonal area for Germany
with the nonparticipating countries outside of the Western Hemi-
sphere in the amount of $200,000,000, bringing the total up to $8,727,-
000,000.

There are certain resources that can be called upon other than the
Treasury of the United States to aid in satisfying their needs under
this program.

Senator Con~varry. Point it out. I am anxious to find it out.

Ambassador Doucras. Yes, sir; I shall try .

In the first place, private 1nvestment the loans made by the Inter-
national Bank and made by the E\port Import Bank, amounting to
$500,000,000.

Senator Cox~arry. That is the Treasury, the Export-Import Bank.
You said independent of the Treasury.

Ambassador DoucrLas. The Export-Import Bank presently has a
lending power.

Senator ConxaLLy. But it is our money.

Ambassador Doucras. I am talking about additional appropriations
out of the Treasury, Senator.

Senator ConNaLLY. You said outside of the demands on the
Treasury.

Ambassador DoucrLas. Embraced in this program.

Senator Con~arry. All right.

Ambassador Doucras. (onoless has already appropriated money
for the Export-Import Bank,

Senator Con~aLLy. It is our money, still.

Ambassador Doucras. It 1s our money, you are quite right. 1
meant outside of this program.

Senator ConnaLLy. To change the money from one pocket to the
other doesn’t change the fact that 1t 18 still Umted States money.

Ambassador Doveras. You are quite right, sir. I have not for-
gotten that.

I may say that that figure of $500,000,000 is based upon an estimate,
and I think it is a pr ettV reliable estlmate The Export-Import Bank
can testify to that portion representing Export-Import Bank credits

George C. Marshall Foundation, Lexington, Virginia




EUROPEAN RECOVERY PROGRAM 95

probably at much greater length than I can and with much greater
accuracy than I can, but I am quite sure that that calculation rests
upon the rate of future withdrawal of loans already made.

As to the $700,000,000 which the Western Hemisphere countries may
provide, that figure is based upon the experience of the past of the
Western Hemisphere countries in extending credit directly or indi-
rectly to the 16 participating countries.

Does that answer the question that you put yesterday, Senator?
I can give you at another time a more detailed discussion of that,
and the reasons why. There are reasons why perhaps I should not

o into it in great detail at the moment.

The CHalRMAN. You mean those are historic experiences which
justify the expectation that during the next 15 months there will be
$700,000,000 of credit available in the balance of America?

Ambassador Doucras. That is right.

The Crairman. Is that Government credit, private credit, or what
kind of credit?

Ambassador Doucras. It takes several different forms, Senator.
A part of it is Government credit. A part of it I presume would
be private credit, a part of it will be reflected n charging a lower
price than the prevailing market price. You see, this deficiency in
the balance of payments on account of the commodities indicated
rests upon the price level as of a certain date. Now, certain of these
Western Hemisphere countries sell to certain of the western European
countries commodities at a price less than the price level as of that
date. According to the extent to which they do that, there must be
a deduction made from the deficiency in the balance of payments.

The Cramman. I follow that. T just wanted to identify the fact
that this $700,000,000 figure with which you are now dealing is a
figure involving normal commercial relationships, and does not in-
volve, in any sense, a contribution such as we contemplate to the
recovery assistance.

Ambassador Doucras. No, there are contributions in it, Senator.
For example, some of the countries sell at a lower price, and that is
a contribution, because they are selling at a lower price instead of
at a price which they otherwise might obtain.

The CHARMAN. You mean, they are consciously selling at a lower
price for the purpose of being helpful?

Ambassador Dovcras. I can tell you that one of them, I am quite
certain, is doing it for that purpose. Another country has extended
credit, and that line of credit has not been exhausted and it will be
drawn down further during the year 1948 and through into 1949.
That credit was extended for the purpose of aiding, supporting, one
of the western European countries.

It is not precisely accurate to say that this does not include deliberate,
conceived support made by at least one of the Western Hemisphere
countries to the recovery of western Europe.

The Cuamman. Let us say it is unprecisely accurate.

Ambassador Doucras. It is a mixture, Senator. It is a combina-
tion.

There is still an amount of $85,000,000. That is on account of
participating countries. The $85,000,000 is cash to be paid by certain
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of the countries of western Europe who can finance their deficit in
cash, and that 1s based upon experience, too. Y

The total of the sources other than appropriation sought under
this program, which can be used to reduce the 9;:%,72?,0_00,000 18
$1,285,000,000, thus reducing the over-all figure to $7,442,000,000.

There 1s an item, Senator, of $822,000,000 on account of or for
Germany. for the Department of the Army, for the prevention of
disease and disorder, which will be made to the Department of the
Army. It does not embrace recovery of western Germany. I want
to make that point clear. ‘

Thus, the figure is reduced to $6,620,000,000, and then there is an
additional item of $200,000,000, to cover obligations made during the
15 months’ period which will not be liquidated until a month or
two after the 15 months’ period is over, thus accounting for the
$6,300,000,000.

The CHarmanN. May I ask you this: Of course, it is a fantastic
impossibility for this committee to attempt to check these figures,

1ere 1s no way on earth that we can do it, and it is no reflection on
the integrity of those who made the figures if somebody wondered
whether they are correct or not.

Ambassador Doueras. That is right.

The Caarmax. May I ask whether the Harriman committee, in
its study of this program, did make any sort of check on these figures!

Ambassador DoucLas. Senator, that was the next item that I had
I my outline here, and I would like to give you a review of the com-
parisons of these figures.

The Cramrman. I was going to recess until 2 o’clock, but T just
wanted, as a helpful reassurance to my digestion at lunch, to know
that I can say that the Harriman committee looked over the figures.

Ambassador Doucras. The Harriman committee has, and these
figures are less than one Harriman figure and very much less than
another Harriman figure.

The Caarman. They calculated very much more.

If you will return at 2 o’clock, we will be obliged, and try to aive
you your final sentence by 5 o’clock.

(Whereupon, at 12 m., a recess was taken until 2 p. m. of the same
day.)

AFTERNOON SESSION

(The committee reconvened at 2 p. m., upon the expiration of the
recess. )

The CuarMAN. The committee will come to order, please.

Mr. Ambassador, when we recessed you had just been calling our
attention to the final tables. May I ask again if you were reading
from the table in the printed outline of the European recovery pro-
gram, page 1157 T did not have my book before me at the time.

Ambassador Doucras. Yes, and pages 97 and 43.

The Cuamrman. This is quite incidental, but T want to test one item
here. In this table, in the selected imports of participating countries,
scrap iron and steel is set down at $2,000,000. On page 90 of the same
report the report says:

In view of the steel supply situation in the United States the imports of serap
from the United States scheduled by the CEEC have been eliminated.

George C. Marshall Foundation, Lexington, Virginia




EUROPEAN RECOVERY PROGRAM 97

Ambassador Doucras. That adjustment was made after this had
been published.

The CHAIRMAN. What is it ?

Ambassador Doucras. None.

The CratRMAN. There are none?

Ambassador Doucras. There Wlll be no scrap exported from the
United States in the present progra

The Caairman. When we 1ecessed I had just been interrupting you
to suggest the difficulty, obviously, that the committee would have in
attempting even remotely to check on your figures. It is perfectly
obvious, of course, that extreme care has been taken by the Department
and all of its associates in making these estimates of shipments. I
think we would have to agree that it has probably been a bit of a more
careful job, more smupu]ouslv done perhaps, and in greater detail
than ever before. Still, I was asking you whether there was any
source of an 1ndependent audit, so to Spe‘lk of your estimates, and I

was asking you if the Harriman committee had sur veyed the figure in
detail. I think you told me that they had.

Ambassador Doucras. That is right.

The CaairmaN. Then you were about to indicate that the result of
their survey was what?

Ambassador Doucras. May I take on at that point?

The CHATRMAN. Yes. I wish you would.

Ambassador Doucras. I would like to make another comparison, too,
Senator, because it throws some light, in fact it throws considerable
light, upon the extent to which these requnements have been scruti-
nized, reviewed, examined, and reduced.

The CaHatrman. May I just interrupt you to go back to the previous
exhibit? Are there any other changes like the scrap iron and steel
change I think they had better be indicated for the record.

Ambassador Dovcras. Y es, sir.  We will do that.

The 16 participating countries calculated their exports, imports,
and invisibles, translated them into terms of dollars, and produced,
based upon the price level of July 1, 1947, a deficiency in their balance
of payments with the Western Hemisphere amounting to $8,035,000,-
000. That i1s on page 100 of the document that has ‘been pubhshed
dated De( ember 19, and entitled “Outline of European Recovery Pro-
oram.” T see no number of the document. It is the document that I
think ever y member of this committee has before him, or has received.

That figure was based upon a price level of July 1 1‘)4(. One would
have to increase that figure by the amount, the extent to which prices
have risen, or 714 percent between July 1, and October, which was the
date for which the price level was used as the calculation made by the
United States Government. The figures in this table are for the yea
of course, and not for the 15 m(mlhs which is another very 1mpo1tant
consideration.

The Harriman committee also examined the Paris report and based
upon the stable price of imports and a low availability, they produced
a figure amounting to $6,330,000,000.

Senator WiLey. What date was that?

Ambassador Dovcras. The date of the Harriman committee report.
I think that was completed sometime in early November. And that
was for a 12 months’ period, the first 12 months.
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Their high figure, based on a high availability of commodities,
showed a deficiency of $7,060,000,000. The calculation that has been
made by the executive branch, not by the State Department alone,
Mr. Chairman, but by representatives of all the interested departments
and constituted committees that studied each commodity program un-
der the selected items, by country, and they spent a long time, an
interminable period, day and night, for the 12 months was $6,303,000,-
000. On the whole they are quite comparable.

The $7,962,000,000 was the 15 months’ deficiency figure before price
adjustment, and the $6,303,000,000 is the comparable calculation for
the 12 months’ period. That $6,303,000,000 compares

The Crarman. Is that the Harriman figure ?

Ambassador Doucras. No. It compares with the lowest figure pro-
duced by the Harriman committee of $6,330.000,000 and the high figure
of the Harriman committee of $7.060,600,000.

As T explained this morning, there was subtracted from the over-all
deficit the $822.000,000 which will be sought as an appropriation re-
quested by the Army for the prevention of disease and unrest in Ger-
many. That $822,000,000 has nothing to do with recovery in Ger-
many. That is purely an Army requirement.

Senator WirLey. It is included in the

Ambassador Doucras. It includes some of the commodities, but it
does not include the items for the recovery of Germany.

The Crarrman. What is the Harriman committee bottom and top
figure, comparable to your $6,800.000,000 figure ?

Ambassador DovcrLas. The $6,800,000,000 figure, the total being
sought as an appropriation for European recovery, is for a 15-month
period. That is arrived at, as I indicated this morning, after deduct-
mg the $822,000,000 and certain other items from the total deficiency.
The computation is set forth in the table on page 43 of the Outline
of European Recovery Program.

For the 12-month period the executive branch committees that have
worked on this program, on which there are representatives of every
interested department of the Government, produced a figure of $6.303,-
000,000 as the deficiency. On a comparable basis, and for a similar
period, the Harriman committee produced a low figure of $6,330,000,-
000, and a high figure of $7,060,000,000. This is shown on page 100
of the Outline.

Senator WrLey. Twelve-month period ?

Amlbassador Doucras. Twelve-month period. Both on a 12-month
period. ;

So that there has been an independent screening, an independent
examination and auditing, of the work done by Government agencies,
by an independent group. Is that now clear, Senator ? ‘

The CHaRMAN. Approximately.

Senator Syrra. Mr. Ambassador, for the purpose of the record does
that appear on page 100 of the document we have been referring to,
under the heading “Unadjusted balance of payments, current ac-
count”? Am I correct in that?

Ambassador Doucras. That is right.

Senator WiLey. Mr. Chairman, may I ask this: In the two figures of
$6,303,000.000, and $6,330,000,000, did that include the amount for the
Army in Germany?

Ambassador Doucras. Yes; that did.
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Senator Wrrey. It did?
Ambassador Doucras. Yes, sir.

99

Senator WiLey. If you extend those figures out for 15 months then
you would find out, I believe, that your figures are lower than theirs.
Ambassador Dovcras. That is right, sir.
Senator WiLey. That is what I am getting at.
Ambassador Doucras. That is quite right, Senator.
The CHarRMAN. That is my understanding, that your figures are

lower than theirs.

Ambassador Doucras. That is right, sir.
lower than the figures calculated by the 16 participating countries, in-
cluding western Germany, at the Paris conference.

The Cramyan. I wish you would have a table made showing the
comparisons, the net comparisons beginning with the initial request of
the CEEC countries, coming down through your own findings, and
paralleled with the Harriman findings. .

Ambassador Doucras. We shall do that, sir. You would like to have
the CEEC figures if it is possible to do so, adjusted to the same price

level. :
The Cmamrman. That is right.

Ambassador Doucras. If it is possible.

The CHAIRMAN. Yes.

Ambassador Dovcras. We will do our best.

Harriman findings are as follows:)

And they are very much

If it is not possible we
will merely have to indicate that it is possible to produce the Paris
conference report figure only as it stands. |

(Net comparisons of CEEC findings, State Department findings, and

Comparison of costs of European recovery program to be financed by new U. 8.
Treasury funds

[In millions of dollars; surplus or deduction (4), deficit or cost (—)]

e 3Ty - - + | Executive
CERC Lm?w'?"t ail- ng}?ﬁ;’al]- hritneh
(1948) g R (fiscal
(1948) (1948) 1919)
July 1, 1947, prices
Imports. from United States . c--ifoccarmammctan b 5, 926 4,350 5, 050 4, 961
O tS TroTn Gfher A Ne e . i e e 3, 239 2, 960 3,410 3, 661
AT 7 L R L ¢ 1o U PR e T TR R 9, 165 7,310 8, 460 8, 622
RSDOELS to United States. oo e e issisraisme 848 700 850 1,063
HEDorts to other ANIericas ol o ca ot 1,311 1,110 1,310 1,319
EOTRLC e St N el e T e e 2,159 1, 800 2,160 2, 382
Net position on invisible account:
Wt Uit ad Sitctag &) A" R AL S Sl LA —558 —450 —420 —166
WVt Riothon XTNeriens. <= fysliraas. sl p oy e o livey —16 +90 +60 -2
hathl. LTl feleuadiiafl WY ey Sl SiE IR TS —b74 —360 —360 —168
INet position of dependent territories:
WaihWWinitad States. <. diuwalbob cludwardaicl g —300 —350 —300 +304
G LT ATIOTICASE. % e Lo B e LT —155 —110 —100 —199
AT (S SR I e T IS e B R el iy —455 —460 —400 “+105
{nadjusted balance of payments, current account: W
IV U D00 BURTOE s = o o i e e i o o e e e —5, 936 —4,450 —4, 920 —3, 760
L U 0 E 0TS il o ooy o (- < i S I e SR —2, 009 —1, 880 -2, 140 —2, 543
EERTAT S RS AR L L L L A a iy SRR o S S b —8, 035 —6, 330 -7, 060 —6, 303
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Comparison of costs of European recovery program to be financed by new U. 8.
Treasury funds—Continued

[In millions of dollars; surplus or deduction (), deficit or cost (—)1

Low avail- | High avail- | Executive

CEEC ability ability branch
(1948) (1948) (1948) ( 1ﬁgsc;)al
49)

At current prices

Adjnsted for:higher prigesdy. Al A0 Lo o 06 g eml 4 —8,035 —6, 880 —7, 690 —6, 753
To be financed by sources other than new U. S. Treas-

{5 o 0 55 (s - (N S -y ot b X Dol e s e N g e +920 -+1, 100 +1, 350 +964
To be financed by new U. S. Treasury funds._.._______ —7,120 —5,780 | —6,340 —5, 789
Planning figure recommended. "2 e T AAE S Al R e T | S (RSl TR

Deficit of bizonal Germany with nonparticipating
countries ontside Western Hemisphere <. L & 4 . ol i i —170
Deficit to be financed by new U. S. Treasury funds for
April-June 1948 =L Fulp s WWiN oo I, sEeaBRSI S
Forward ebligatingaatherity-. 2. .. scoo S -la 0 b THo o B8 |0 . e s et e e —200

Department of Army GARTOA | r e L A N e +822
Authorization requested for BCA L - 2 e e —6,820
Above.in round.amount, -~ oo dene Soades e neiid ngliooeaet sl B o LS CENE L TS SRR —6, 800
CEEC and Harriman committee figures on basis of 15

months, with same adjustments from 12 months

basis as executive branch and on comparable assump-

BONS . sodabee Sio i da el ) Sa bl ofs 31 sk £ B o ailte —8, 429 —6, 811 —7,371 —6, 800

1 No adjustments made by CEEC. For Harriman committee, assumption of stable prices only has
been used, since assumption of falling prices for 1948 is same as July 1, 1947 prices and was regarded by it
as inapplicable to first year of program.

The Crarman. You said the Harriman committee made an in-
dependent survey. Does that mean that it went to the basic sources
on its own responsibility to build back up the ultimate tables?

Ambassador DoucrLas. Senator, I was not in the country at the time
the Harriman committee was (101110’ its work. Secretary Harriman
was, he was the chairman of the commlttee, and I would suggest that
he can answer that question much more effectively than I can.

The CrarManN. Go ahead with your own presentation.

Ambassador Doucras. I would like to emphasize again that this
figure of $6,800,000,000 is based upon two principal considerations:
The amount necessary to produce solid recovery in western Europe,
compatible with the availability of the supplies of the commodities.
There were a number of different interdepartmental committees that
examined this problem with as great care, I think, as it could have
been examined.

As I explained to you this morning, the problem of calculating the
deficiency in the selected items, to which you have recently wfened
was precise. The problem of 11('ulat1n<r the unprogr ammed items was
necessarily not so precise. I covered a wide variety of different arti-
cles, as wide a variety of different articles as is necessary for any
highly industrialized, complicated, intricate economic system.

More than that, they varied as between country and country. I
would like to make that point. .

I think it is fair to say, Senator, that this review was penetrated
to such roots of the matter as there were, and it was not frivolously
or lightly, or cavalierly made.

The CHAIRMAN. Slmal\mfr generally, that survey was made by highly
representative men from private industry in the United States in \ the
related fields of activity. ~Is that correct?
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Ambassador Dovaras. Among the Harriman group I think that is
correct.

The Crairmax. We can go into that with the Secretary.

Ambassador Doveras. Among the governmental group the calcula-
tion was made largely by those within the Government service.

The Cramryan. I think it would be interesting if you could indicate
by name those who were chiefly responsible in the Government agroup,
for the Government estimates.

Ambassador Doveras. That I shall be glad'to do. I do not know
that I can do it this afternoon. There is a very long list of them.

The Cratrarax. Let us have it at this point n the record.

Ambassador DovcLas. There were a number of country committees
as well as over-all commodity groups. But I shall prepare a list of
the participants in it, Senator, and introduce it in the record at this
point.

The Craamryvan. I would very much like to have it. The value of
the guess depends somewhat on the value of the guesser.

Ambassador Dovcras. That is right.

(List of people responsible for mal\nw up table:)

ORGANIZATION OF THE EXECUTIVE BRANCH AND PERSONNEL RE-
SPONSIBLE FOR DEVELOPMENT OF THE PROGRAM OF UNITED
STATES ASSISTANCE TO EUROPEAN RECOVERY

ORGANIZATION OF THE EXECUTIVE BRANCH oF THE UNITED STATES GOVERNMENT FOR
PREPARATION OF THE PROGRAM OF UNITED STATES ASSISTANCE TO KUROPEAN
RECOVERY '

DETAILS OF ORGANIZATION

The report of the Committee of European Economic Cooperation was trans-
mitted to the Secretary of State on September 22, 1947. During the summer of
1947, the executive branch had undertaken a comprehensive examination of the
availability of United States resources and problems of foreign aid. Primary
responsibility for organizing the preparafion of the ERP for presentation to
Congress was undertaken by the Secretary of State under the President. The
work, however, was so complex and touched so many aspects of both the Ameri-
can as well as the European economic situation, that nearly all departments of
the executive branch were involved.

The work of analyzing the Kuropean economic situation, of appraising the
CEEC report and of developing the present proposals with regard to United
States support to a European recovery program, was undertaken by the executive
branch under the general leadership of Under Secretaries of State Robert A.
Lovett and William L. Clayton, and Ambassador Lewis W. Douglas. Mr. Clayton
spent much of the summer in Europe and, during this time, conferred informally
in Paris, together with Ambassadors Caffery and Douglas, with representatives
of the participating countries in the Committee for European Economic Coopera-
tion. After Mr. Clayton’s return to the United States, he aided in the direction
of work under way in Washington, until his resignation as Under Secretary of
State for Economic Affairs.

In Washington, Mr. Lovett participated actively in organizing the work of
analysis and screening of the CEEC program, and the formulation of the program
of United States assistance recommended by the executive branch. The first
study of the problem of European recovery and the approach to its solution was
undertaken by the poliey-planning staff of the Department of State under the
direction of Mr. George Kennan. With the report of the policy-planning staff
as a basie decument, the standing top-level executive branch policy committees
on international financial and economic matters were brought into the picture.
The National Advisory Council on International Monetary and Financial Prob-
lems (the NAC, see appendix), under the chairmanship of Secretary of the
Treasury, Mr. Snyder, was asked to examine the financial problems involved
and to develop the policies to be applied in their solution. The Executive Com-
mittee for Economic Foreign Policy (see appendix), under the chairmanship first
of Under Secretary, Mr. Clayton, and subsequently of Mr, Willard L. Thorp,
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Assistant Secretary, was asked to develop the economic and trade policies
involved.

In order that the manifold other elements in the task could be handled by the
best experts available in the Government and to assure that the interests of
all appropriate agencies of the Government concerned with particular do-
mestic or foreign aspects of the program were taken into account, an inter-
departmental advisory steering committee was formed, Mr. Lovett was
chairman of the committee and his special assistant, Col. C. H. Bonesteel of
the Department of State, was vice chairman and executive secretary (see
appendix). This committee directed the work of analysis and appraisal of the
CEEC report and the formulation of the detailed program for United States
support of European recovery. The committee was made up of top-level technical
representatives from each of the interested departments and agencies of the
evecutive branch. These included the Departments of Agriculture, Army, Com-
merce, Interior, Labor, Navy, and Treasury and the Board of Governors of the
Federal Reserve Banks. Observers from the Bureau of the Budget and White
House offices also attended most meetings, and other agencies were represented
on some occasions. ‘

Under the advisory steering committee, an organization was built up which
pooled the appropriate experts from each interested area of government into
functional working teams. The steering committee appointed a correlation
committee, under the chairmanship of Colonel Bonesteel and consisting of four
members representing the Departments of State, Treasury, and Commerce, This
committee acted as the executive group of the advisory steering committee. An
objectives committee with Mr. George Kennan of the Department of State as
chairman, was established to review the broad aspects of the program as it
developed. Seven major areas of functional responsibility were established.
These areas and the persons with primary responsibility for each area were as
follows: Economic policy, Mr. Thomas Blaisdell, Department of Commerce:
financial policy, Mr. Frank Southard, Treasury Department; organization and
administration, Mr. Lincoln Gordon, Department of State; legislative drafting,
Mr. Ernest Gross, Department of State; functional and commodity analysis,
Mr. Paul H. Nitze, Department of State; labor and manpower, Mr. Philip Kaiser,
Department of Labor; and country analysis, Mr. Henry Labouisse, Department
of State. :

A major task of the Government groups working on the recovery program
was to interrogate European representatives from the Committee of European
Economic Cooperation who came to Washington to assist in the explanation
and further clarification of the Paris report. These conversations lasted for
several weeks and permitted both the policy formulating groups and the tech-
nical analysis groups to determine in further detail the intent of the CEEC
and to examine the detailed justifications of the requirements submitted by
the European countries. During the technical conversations with the Europeans,
the staff members, and in some cases principals of the President’s Committee
on Foreign Aid (the Harriman Committee), participated and there was full
and free discussion of European requirements and potential United States
assistance. Staff members of certain of the interested committees of the Con-
gress also observed and to some extent participated in these conversations with
the representatives of the CEEC.

In the course of the conversations with representatives of the CEEC many
requests were made of them to furnish additional detailed information to enable
the United States working groups to make better judgments in connection with
their work.

After completion of conversations with the representatives of the CEEC, the
work in formulating a United States program of assistance proceeded. The
methods and sources used in developing the proposed United States program
of assistance are explained below.

METHODS AND SOURCES OF ESTIMATES FOR CoST OoF EUROPEAN RECOVERY PROGRAM
SELECTED COMMODITIES

The first step taken by the executive branch of the Government in pre-
paring estimates of the cost of the European economic recovery program was
to study intensively certain commodities to be imported by the participating
countries from the Western Hemisphere. The choice of the particular com-
modities studied in this fashion was dictated primarily by the fact that the
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Committee on European Economic Cooperation established technical subcom-
mittees which prepared detailed reports on requirements and production in the
fields of food and agriculture, energy, iron and steel, and transport (timber
was later added to the list) because of the central importance of these com-
modities to European recovery. These commodities are referred to by the CEEC
report as “technical-committee goods.” The list of selected commodities for
which detailed estimates were prepared by the executive branch corresponds
closely to the list of technical-committee goods for two main reasons: The
goods are those of primary importance to European recovery and the most
important supply problems will be encountered by the United States with re-
spect to them. Cotton and trucks, both important items of United States ex-
ports, were added to the list. Petroleum equipment was not treated as a
selected item, since it was impossible to obtain in the time available a detailed
statement of the American company requirements.

(a) Requirements

In the selected commodities, careful studies were first made of requirements
to assure that, apart from supply considerations, the program would not be based
on unwarranted levels of consumption. The standard used was the minimum
required for genuine recovery, not that of a relief program.

In food, requirements included calories needed by the urban worker both to
sustain life and to provide sufficient energy to enable him to work effectively.
Extra allowances for special classes of consumers—miners, heavy workers, chil-
dren, pregnant and nursing mothers, etc.—were taken into account. In addition
to calories, attention was paid to the minimum basic needs for protein and fats and
oils. And finally, the historic differences between standards of living among the
countries of Europe, as well as the practical limitaiions on increasing consumption
standards rapidly were taken into account. As indicated below, availabilities,
especially at the start of the program, are far short of the screened requirements.

In items other than food, requirements were derived in part from the physical
requirements of reconstruction and in part from the interrelations of production
programs. The need for steel, for example, was determined so far as possible in
relation to the need for steel for rails, railroad equipment, coal-mining machinery,
agricultural equipment, ete., as well as to the reconstruction and housing need.
The requirements in coal, coke, freight cars, etc.,, were determined in turn in
relation to the need for steel and other products.

If it was impossible to demonstrate that the country concerned needed a com-
modity for its economic recovery and could not dispense with it on any reasonable
standard of consumption such as is required to maintain a tolerable standard of
living for its people, the requirement was regarded as unjustified. Some projects,
such as that for a small steel plant in Greece, were considered to be uneconomie
and therefore as unjustified. The stated need for certain types of heavy agricul-
tural machinery were disregarded on the ground that, Kuropean farms were not
Jarge enough to accommodate them on an economic scale, and European agricul-
tural labor not sufficiently skilled in their use to make it desirable to incur the
large capital expenditures required. Requirements which appeared to be reason-
able in the light of European needs and capacities in recovery were then regarded
as initially justified. To the extent that requirements as set out by the Committee
of European Economic Cooperation were not justified and they involved the import
of goods, such imports were reduced or eliminated.

(b) Availabilities

Against the initial calculation of requirements as justified it was necessary
to set initial estimates of availabilities. The primary figure in an estimate of
availabilities was domestic production in each country in Europe. Thereafter,
an examination was made to see to what extent deficiencies which remained be-
tween domestic production and requirements could be met from surpluses avail-
able in the other 1):11'ti('i]mtinf: countries themselves. Only finally, after the
net deficits of the participating countries as a group were determined, was an
examination made of the world supply, including supplies normally exported
to the area from eastern Kurope, Asia and Africa, the other Western Hemisphere
countries, and the United States.

If requirements could not be met from world availabilities (including the
supply available for export to the participating countries from the United States,
after taking into account other United States commitments or demands for ex-
port) showed that the requirements could not be met, a reexamination of require-
ments was made to ascertain whether these could be readjusted or substitutes
found to conform with availabilities without destroying the validity of the re-
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covery program. In food, there was no choice but to cut requirements from the
desirable level of food intake to the practical level dictated by supply consid-
erations. In other items, it was frequently possible to adjust requirements so
that the greatest possible protection could be given to the recovery program
despite the fact that availabilities were insufficient to meet the requirements
as initially calculated. ’articular attention was given in this connection to
providing supplies and equipment needed to remove bottlenecks holding back
production in a wider area of the economy. The most important such bottle-
necks have been coal, transport, fertilizer, and steel. The tight supply situa-
tion led the executive branch to eliminate from the program the imports of scrap
steel which the participating countries sought from the United States, and to
reduce the level of desired imports of crude and semifinished steel. A smaller
amount of finished steel was added in order to prevent lack of steel from crippling
the productive effort. Steel is likely to be insufficient in western Europe to enable
the participating countries to reconstruct housing and commercial structures on
the scale hoped for. But a readjustment of the anticipated uses of steel will
make it possible, on the basis of the executive-branch estimates, to protect the
main steel-consuming industries on which economic recovery depends.

SOURCES OF INFORMATION

All available sources of information were used by the interdepartmental com-
modity committees established by the executive branch to examine the justi-
fication of requirements and the status of supply availabilities. A major source
of information was the CEEC report, including both the general report and the
technical reports. The executive branch also had available the individual re-
plies to the questionnaires circulated by the CEEC technical committees and
returned by the separate participating countries. In addition, the interdepart-
mental commodity committees held a series of conversations with technical
representatives of the CEEC over a period of several weeks, and in cases where
desired information could not be furnished directly by the CEEC representatives,
supplementary questionnaires were prepared, circulated to the participating
countries, and replies assembled.

Comments were sought by the United States Government on the country re-
plies to the CEEC questionnaires from the United States representatives in the
participating countries, and were furnished through the chief of mission by the
economic staffs thereof, with assistance from the agricultural, commercial, and
labor attachés. In the case of Greece, additional detailed information was
obtained from the American mission in Greece. From Germany, information
on points not completely clear from the answers to the CEEC questionnaires
furnished by the bizonal area, was obtained from the Office of Military Govern-
ment (United States) through the Department of the Army.

In the final preparation. of the estimates, economic officers attached to mis-
sions of the most important countries involved were brought back from their
posts abroad for consultation with the Department of State and to contribute
their knowledge of economic conditions and needs in various of the participating
countries directly to the formulation of the program estimates.

In addition to the information furnished through official sources of the CEEC
and American organizations abroad, valuable material was obtained from the
organizations of the United Nations—in particular from the Statistical Office of
the United Nations at Lake Success; from the findings of the Devastated Areas
Subcommission for Europe of the Economic and Social Council ; from the Eco-
nomic Commission for Europe; and from the predecessor organizations of the
ECE—the European Coal Organization, the European Central Inland Transport
Organization and the Emergency Economic Committee for Europe. In certain
cases, special collections of basic material were obtained from United Nations
sources, for example, the material accumulated by the Public Utilities Panel of
the Emergency Economic Committee for Europe, on the electricity network of
Europe.

Heavy reliance was placed upon the reports of the committees headed by Secre-
tary of Interior Krug, Mr. Nourse, Chairman of the Council of Economic Advisers,
and Secretary of Commerce Harriman. The Harriman committee enlisted the
active participation of competent businessmen and other experts who contributed
to the large body of valuable information available in their report.

Further information on requirements and availabilities was obtained from
private United States citizens and business firms, on one or more aspects of
European economic conditions and prospects.
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Frequent use was also made of information gathered by the daily press, both
American and foreign, to statistical publications of central and commercial
banks, private and quasi-public organizations and institutions, and to the official
statistics of the countries concerned.

BALANCE-OF-PAYMENTS ESTIMATES

On the basis of the requirements and availabilities thus derived, an estimate
of the pattern of trade was developed by the commodity committees. These cov-
ered the 28 commodity classifications or groups set forth in the tables on pages
115-118 of the Outline of European Recovery Program (Senate committee print)
and dealt with the trade of the 16 participating countries, western Germany, the
dependent areas of Belgium, France, the Netherlands, Portugal, and the United
Kingdom. Exports and imports were calculated not only between these coun-
tries and the United States, but also with Canada, the rest of the Western Hemi-
sphere outside the United States and Canada, the participating countries them-
selves, and other nonparticipating countries outside the Western Hemisphere.
Figures for physical quantities of trade were converted to value equivalents at
the prices of July 1, 1947, which date was also used by the CEEC and the Harri-
man committee as the price basis for their original computations. Following
this step, which was performed by the interdepartmental commodity committees
in consultation with the country committees, the estimates were turned over to
the balance-of-payments committee (national advisory staff committee working
group), also organized on an interdepartmental basis, with the assistance of the
country committees.

From the work of the commodity committees, the balance-of-payments com-
mittee received a series of tabulations for each participating country and each
eroup of dependent areas showing exports and imports of scheduled commodities
for the 3 months, April to June 1948, and for each of four 12-month periods there-
after. On the basis of these figures, the balance-of-payments committee prepared
estimates of exports and imports of other commodities, invisible items such as
shipping, insurance, remittances, tourist expenditures, interest and dividends, etc.
From these estimates, schedules of the over-all balance-of-payments positions of
the participating countries and their dependent areas were derived on the basis
of July 1, 1947, prices. An adjustment for changes in commodity prices and
freight rates was finally applied, as indicated in Outline of European Recovery
Program (Senate committee print) page 93 and following.

The process of deriving the estimate of the cost to the United States in newly
appropriated funds from the estimated balance-of-payments deficits of the
participating countries and their dependent areas—subtracting what the par-
ticipating countries are expected to pay in cash, what is estimated will be con-
tributed by other countries in the Western Hemisphere, by loans from the
International Bank, expenditures from existing loans of the Export-Import
Bank, ete. Further explanation is to be found on pages 102-110 of the committee
print of Outline of European Recovery Program,

APPENDIX

LisT OoF UNITED STATES PERSONNEL PATICIPATING IN THE PREPARATION OF THE
EuroPEAN RECOVERY PROGRAM

A. ADVISORY STEERING COMMITTEE ON EUROPEAN RECOVERY PROGRA M

Chairman: Robert A. Lovett, Department of State.

Vice chairman and executive secretary: Charles H. Bonesteel, Department of
State.

Secretary: Melvin L. Manfull, Department of State.

Members : Willard L. Thorp, Thomas C. Blaisdell, Jr., Department of Com-
merce: Frank A. Southard, Treasury Department ; N. E. Dodd, Department of
Agriculture: James Boyd, Department of the Interior; Col. E. M. Cheseldine,
Department of the Army:; Admiral E. T. Wooldridge, Department of the Navy;
J. Burke Knapp, Federal Reserve ; and Philip M. Kaiser, Department of Labor.

Alternates: Paul H. Hitze, Lincoln Gordon, Henry Labouisse, Department of
State: Thomas J. Lynch, L. W. Pumphrey, Treasury Department; Jesse Oilmer,
Fred D. Northrup, Department of Agriculture ; Capt. Nathan H. Collisson, Depart-
ment of the Interior ; Lt. Col. Philip Shepley, Department of the Army ; Capt. M. J.
Tichenor, Department of the Navy ; and Alexander Gerschenkron, Lewis Dembitz,
Federal Reserve.

Observer : Charles Murphy, White House.
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B. ExeEcUTivE COMMITTEE ON EconoMmic Foreigy PoLicY

Chairman : Willard L. Thorp, Department of State.

Executive secretary : Eleanor E. Dennison, Department of State.

Members: Frank H. Southard, Jr., Treasury Department; Clinton P. Ander-
son, Department of Agriculture; Thomas C. Blaisdell, Department of Commerce ;
Philip Kaiser, Department of Labor; C. Girard Davidson, Department of the
Interior; Thomas J. Hargrave, Munitions Board, National Military Establish-
ment ; Oscar B. Ryder, United States Tariff Commission; and J. Burke Knapp,
Federal Reserve Board.!

Alternates : Morris J. Fields, Treasury Department Charles Brannan, Depart-
ment of Agriculture; Frank Shields, Department of Commerce; Faith M. Wil-
liams, Department of Labor:; Arthur S. Barrows, National Military Establish-
ment ; and Lynn R. Edminster, United States Tariff Commission.

C. NATIONAL ADVISORY COUNCIL

Chairman: John W. Snyder, Treasury Department.

Secretary: John W. Gunter, Treasury Department.

Members: George C. Marshall, Department of State; W. Averell Harriman,
Department of Commerce: Marriner S. Eccles, Board of Governors, Federal Re-
serve System; and William McC. Martin, Jr., Export-Import Bank.

Alternates: Frank A. Southard, Treasury Department; Willard L. Thorp,
Department of State; Thomas C. Blaisdell, Jr., Department of Commerce; J.
Burke Knapp, Federal Reserve System; and Herbert E. Gaston, Export-Import
Bank.

D. PoricY-PLANNING STAFF OF THE DEPARTMENT OF STATE

Director: George F. Kennan, Department of State.

Executive Secretary: Carlton Savage, Department of State.

Members: Jacques J. Reinstein, Joseph E. Johnsor, and Ware Adams, Depart-
ment of. State.

Consultant : Edward S. Mason, Harvard University.
E. SUBSTRUCTURE OF THE MAJOR COMMITTEES
(1) ADVISORY STEERING COMMITTEE

(@) Objectives Subcommittee

Chairman : George F. Kennan, Department of State.

Executive Secretary: Bromley K. Smith, Department of State.

Members : Charles H. Bonesteel, Willard Thorp, Department of State; Thomas
C. Blaisdell, Jr., Department of Commerce; and Frank A. Southard, Treasury
Department.

Consultants: Jacques J. Reinstein, John D. Hinkerson, Samuel Reber, Loy W.
Henderson, and W. Walton Butterworth, Department of State.

(b) Correlation Committee:

Chairman : Charles H. Bonesteel, Department of State.

ixecutive Secretary: Col. Sidney Giffen, Department of the Army.

Secretary : Stanley Phraner, Department of Commerce.

Members: Paul H. Nitze, Department of State:; Frank A. Southard, Treasury
Department ; and Thomas Blaisdell, Department of Commerce.

Alternates: Lincoln Gordon, Department of State, and John M. Cassels, Depart-
ment of Commerce.

Staff group for Correlation Committee :

Chief : Charles P. Kindleberger, Department of State.

Members: Harold A. Spiegal, William T. Phillips, William H. Bray, Jr., Wil-

fred Malenbaum, Ben T. Moore, Robert W. Tufts, and Harlan P. Bramble, Depart-
ment of State.

1 Has liaison representation on ECEFP for European recovery program discussions
considered full member.
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(¢) Organization and Administration Committee

Chairman : Lincoln Gordon, Department of State.

Executive Secretary : Herman Pollack, Department of State.

Secretary : John L. Kuhn, Department of State.

Members: Arthur A. Kimball (vice chairman), Department of State; Thomas
J. Lynch, Treasury Department; Nathan Ostroff, Department of Commerce;
Thatcher Winslow, Labor Department ; Dan Wheeler, Department of the Interior
J. Burke Knapp, Federal Reserve Board: W. Carroll Hunter, Department of
Agriculture; and Lt. Col. John P. Buehler, Department of the Army.

Alternates: Joseph A. Frank, Arthur G. Stevens, Wayne G. Jackson, and Walter
S. Surrey, Department of State; Joseph B. Friedman, Treasury Department ; and
Daniel L. Goldy, Department of the Interior.

(d) Legislative Drafting Committee

Chairman : Ernest A. Gross, Department of State.

Members: Thomas J. Lynch, Treasury Department; Adrian Fisher, Depart-
ment of Commerce; Martin G. White, Department of the Interior; W. Carroll
Hunter, Department of Agriculture; Jater S. Ray, Department of Labor; Maj.
Gen. Thomas H. Green, Department of the Army ; Hudson B. Cox, Department of
the Navy : George B. Vest, Board of Governors, Federal Reserve System; Wade
H. Skinner, Maritime Commission ; and Hawthorne Arey, Export-Import Bank of
Washington.

Alternates: Walter S. Surrey, Michael H. Cardozo, and Robert B. Eichholz,
Department of State; Joseph B. Friedman, Elting Arnold, and Clifford Hynning,
Treasury Department; Nathan Ostroff, J. P. Brown, Department of Commerce ;
Felix S. Cohen, Department of the Interior; George E. Cooper, Edward M. Shul-
man, Department of Agriculture; Kenneth Meiklejohn, Department of Labor;
Brig. Gen. E. M. Brannon, Col. James F. Hanley, Lt. Col. Ray K. Smathers, and
Col. W. H. Peters, Jr., Department of the Army ; Harold B. Gross, Department of
the Navy ; and Fred Solomon, Board of Governors, Federal Reserve System.

(e) Functional and Commodity Committee

Chairman : Paul H. Nitze, Department of State.

Executive Secretary : Glenn H. Craig, Department of State.

Secretary : Ronald M. Ayer, Department of State.

Members: Chairman of individual commodity committees on attached lists.

1. Food and agriculture:

Chairman: Fred Northrup, Department of Agriculture.

Secretary : Murray Thompson, Department of Agriculture.

Members: W. J. Garvin, Department of the Army ; Lewis Bassie, Department
of Commerce; Albert Viton, International Emergency Food Council ; Francis Lin-
ville, Department of State; and C. K. Lewis, Tariff Commission.

Observer : Robert Oshins, The White House.

Alternates: J. A. Becker, J. T. Cavin, Joseph L. Orr, F. M. Rhodes, L. B. Taylor,
Department of Agriculture; and C. E. Lund, Department of Commerce.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : Karl A.
Fox, Harriman committee staff, and John Kerr Rose, House Select Committee on
Foreign Aid staff. p

2. Fertilizer :

Chairman : William G. Finn., Department of Agriculture.

Seeretary : William F. Watkins, Department of Agriculture.

Members : Kenneth D. Jacob, Department of Agriculture; C. K. Horner, De-
partment of Commerce; and Henry M. Pauley, Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 ; Karl A.
Fox, Harriman committee staff; Maynard Jenkins, Harriman committee staff
consultant (chemical company) ; and John Kerr Rose, House Select Committee on
Foreign Aid staff.

3. Agricultural machinery :

Chairman : William L. Beck, Department of Commerce.

Secretary: Martin R. Cooper, Department of Agriculture.

Members : Thomas J. Murphy, Department of Commerce; Karl L. Anderson,
Department of State; A. P. Brodell, R. B. Gray, Erling Hole, Leon B. Taylor,
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Arthur W. Turner, Department of Agriculture; and G. J. Rothwell, Department
of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947: Karl
A. I'ox, H. H. Hughes, S. Morris Livingston, Willard Morrison, Harriman com-
mittee staff consultant (agricultural machinery company) ; and John Kerr Rose,
House Select Committee on Foreign Aid staff; Francis O. Wilcox, Senate (Com-
mittee on Foreign Relations staff.

4. Coal:

Chairman : John Havener, Department of Commerce.

Secretary : Louis Lister, Department of State.

Assistant Secretary : Fred Sanderson, Department of State.

Members: (. M. Stull, Department of Commerte ; Thomas Hunter, Department
of the Interior; and R. M. Preisman, Office of Coordinator.

Alternates: Ralph Trisko, Department of Commerce; and Daniel Wheeler,
Department of the Interior.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947: C. W.
de Forrest, Harriman committee consultant (now with gas and electric¢ com-
pany) : Richard H. Mote, Hector Prud’homme, Harriman committee staff: and
Theodore Geiger, House Select Committee on Foreign Aid staff.

5. Mining machinery : ‘

Chairman : William L. Beck, Department of Commerce.

Secretary : Everett Wilcox, Department of Commerce.

Members : William H. Myer. Department of Commerce; John W. Buch, De-
partment of the Interior; Karl L. Anderson, Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 - Harold
Von Thaden, Department of Commerce; Albert M. Keenan, Harriman committee
consultant ; S. Morris Livingston, Richard H. Mote, Harriman committee staff:
H. R. Wheeler, Harriman committee consultant; and Theodore Geiger, House
Select Committee on Foreign Aid staff.

6. Electric power :

Chairman : Thomas Hibben, Department of Commerce.

Secretary : Wilfred Malenbaum, Department of State.

Assistant Secretary : M. G. Tiger, Department of State.

Members: Lt. Col. A. L. Jorgenson, Department of the Army: E. Robert de
Lucci, Federal Power Commission ; Arthur Goldschmidt, Department of the In-
terior. Alternates: Howard Way, Department of Commerce; Ellsworth Hand,
and C. E. Bennett, Federal Power Commission.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : Walter
L. Cisler, Harriman committee consultant: C. W. de Forest, George Hamilton,
R. M. Landreth, J. A. H. Torry, V. M. White, Harriman committee staff: and
Edward Falck, House Select Committee on Foreign Aid staff,

7. Petroleum:

C‘hairman: John Loftus, Department of State.

Necretary : David Longanecker, Department of State.

Members: Gustav Vogel, Army-Navy Petroleum Board: Carl Gibboney, Depart-
ment of Commerce; Max Ball, Department of the Interior; and Walter Levy,
Department of State.

Alternates: Carroll Fentress, E. B. Swanson, Department of the Interior : and
R. H. 8. Eakons, Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : John
Bauer, Harriman committee consultant; Gerald Cogan, A. E. Ernst. Harriman
committee staff; Robert Koenig, Harriman committee member: Richard Mote,
Harriman committee staff - Arthnr Stewart. Harriman committee consultant « and
John Fry, House Select Committee on Foreign Aid staff.

8. Iron and steel:

Chairman : J. Josenh Palmer, Department of Commerce.

Secretary : Isaiah Frank, Department of State.

Assistant Secretary: Virginia MeClung, Department of State.

Members: Robert Simpson, Department of Commerce; Harold Wein, Depart-
ment of Justice ; Paul Hoover, Department of State ; and Carlyle H. Strand, Tariff
Commission.

'

George C. Marshall Foundation, Lexington, Virginia




EUROPEAN RECOVERY PROGRAM 109

Alternates: Robert M. Weidenhammer, Depariiment of Commerce ; Leon Gold-
enberg, Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : Hiland
Bachellor, Harriman committee member; Richard Bissell, Harriman committee
staff ; Otis Brubaker, Harriman committee consultant; S. Morris Livingston,
Harriman committee staff; William 8. Morrison, Harriman committee consultant ;
Hector Prudlhomme, William Remington, Harriman committee staff ; Edwin B.
George, and Robert Landry, House Select Committee on Foreign Air staff.

9. Inland transport:

Chairman : John M. Tuthill, Department of State.

Secretary : Doris Whitnack, Department of State.

Members: T. E. Anderson, J. C. Winter, Department of Agriculture; Paul
Brown, Department of the Army ; James Glynn, Department of Commerce ; Ger-
ald Gallagher, O. D. T.; and H. H. Kelly, Department .of State.

Alternates: J. J. Kaplan, Gustav Pollaczek, Robert Swain, and Clarence S.
Gunther, Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : William
Flexner, Harriman committee consultant; and Max Milliken, Harriman commit-
tee staff.

10. Maritime transport:?

Chairman : Walter Radius, Department of State,

Secretary : Lehman P. Nickell, Department of State.

Members : Serge Kushnarev, Department of Commerce ; Huntington T. Morse,
Maritime Commission; and J. E. Saugstad, Department of State.

Alternate: Harvey Klemmer, Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : Capt.
Granville Conway, Harriman commitee member ; James McCullough, Harriman
committee consultant (National Federation of Shipping) ; and Max Milliken,
Harriman committee staff .

11. Timber :

Chairman : Edward I. Kotok, Department of Agriculture.

Secretary : W. H. Sparhawk, Department of Agriculture.

Members : Edward . Crafts, Department of Agriculture ; Joseph L. Muller, De-
partment of Commerce; Jacob Crane, Federal Housing Agency; J. S. Shanklin,
Department of the Interior; Frank H. Whitehouse, Department of State; J. M. P.
Donahoe, Tariff Commission.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947: A. C.
Cline, Harriman committee consultant ; Kenneth R. Davis, Harriman committee
staff ; Theodore Geiger, House Select Committee on Foreign Aid staff ; and Thomas
(ill, Pack Forestry Foundation.

12. Manpower :

Chairman : Faith Williams, Department of Labor.

Necretary : Jean Flexner, Department of Labor.

Members : Ralph Hetzel, Department of Commerce ; Val R. Lorwin, Department
of State.

Alternates: David Lasser, Department of Commerce : and Herbert A. Fierst,
Department of State.

Observers and consultants at conversations with representatives of Technical
Committee of CEEC in Washington during October and November 1947 : Ford
Hinrichs, Harriman committee staff, and Gustav Peck, House Select Committee
on Foreign Aid staff.

~ *The report submitted on Maritime Transport was reviewed by the Shipping Coordinating
Committee (SHC). Its formal membership is as follows: Chairman, Garrison Norton,
Department of State, Vice Chairman, W. W. Smith. U. 8. Maritime ¢ mmission. Execn
tive Secretary, L. James Falck, U. 8. Maritime Commission. Assistant Executive Secretary,
John W Mann, U. S. Maritime Commission. Secretary, G. Curtis Murrell, UU. 8. Maritime
Commission. Members, Maj Gen Edward I Leavey, Department of the Army : Thomas C,
Blaisdell, Department of Commerce: Rear Adm. W. M. Callachan, Department of the Navy
and Edward H. Foleyv, Treasury Department. Alternates: Brig Gen. Paul Yount, Depart
ment of the Army : Thomas Hibbon. Department of Commerce: James C. Nelson, Depart-
ment of Commerce ; Huntington T. Morse, U. S. Maritime Commission : Richard Parkhurst,
UI. 8. Maritime Commission: Cant. W N. Mansfield, USNR, Department of the Navy :
Admiral J. F. Farley, USCG, Treasury Department; and Capt. H C. Moore, USCG,
Treasury Department.
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(f) Country committees

Coordinating group for country studies :

Chairman : Henry Labouisse, Department of State.

Executive Secretary: ILeonard Unger, Department of State.

Members: Fred Straus, Department of Commerce; Val Lorwin, Wayne
Jackson, and William Koren, Department of State.

1. Austria:

Chairman : Harold Vedeler, Department of State.

Executive Secretary: Charles Rogers, Department of State.

Members: Karl Koranyi, Department of Commerce; J. Herbert Furth, Fed-
eral Reserve Board ; and James Wood, Treasury Department.

Staff: Joseph Rosa, Gerti Landauer, Everett Walk, Erwin Strauss, Depart-
ment of State: Myrtle Brickman, Department of Commerce; and Margaret Bell,
Treasury Department.

2. Belgium-Netherlands-Luxemburg :

Chairman : Ray Miller, Department of State.

Executive Secretary: Richard Breithut, Department of State.

Members: Taylor Musser, Department of (‘ommerce; Robert Bean, Federal
Reserve Board ; and George Willis, Treasury Department.

Staff: Clinton Knox, Paul Hoover, Marcia Harrison, Elizabeth Otey, Depart-
ment of State; Walter Buchdahl, Clarence Seigcl, Department of Commerce;
Frances Miller, Ellen Maloney, and Paul Parker, Treasury Department.

3. France:

Chairman : Woodruff Wallner, Department of State.

Executive Secretary: Ivan White, Department of State.

Ixecutive Secretary:® Maurice Levy-Hawes, Department of State.

Members: Tavlor Musser, Department of Commerce; Albert Hirschman, Fed-
eral Reserve Board: and Frances Miller, Treasury Department.

Staff : Alfred Reifman, Val Lorwin, William Koren, Leon Goldenberg, Depart-
ment of State; John Keen, and Clarence Seigel, Department of Commerce.

4. Greece:

Chairman : William Rountree, Department of State.

Executive Secretary : John Lindeman, Department of State.

Members : Samuel Goldberg, Department of Commerce; J. Herbert Furth, Fed-
eral Reserve Board; and George Willis, Treasury Department.

Staff : Arthur Beach, Charles Glendinning, and John Kennedy, Department of
State : Beatrice S. Baum, Treasury Department.

o. Italy:

Chairman : Walter Dowling, Department of State.

Executive Secretary : William Stibravy, Department of State.

Members: Katherine Jacobson, Department of Commerce; Alhert Hirschman,
Federal Reserve Board ; and George Willis, Treasury Department.

Staff : Gesualdo Costanzo, Jacob Kaplan, George Tecoro, and Clinton Doggett,
Department of State; Seymour Pollack, Treasury Department.

6. Scandinavia :

(‘hairman : Robert Hooker, Department of State.

Executive Secretary: Randolph Higgs, Department of State.

Members: Grant Olson, Department of Commerce; Robert Bean, Federal Re-
serve Board; and George Willis, Treasury Department.

Staff: George Alsberg, Richard Breithut, Eleanor Murphy, and Eddie Schodt,
Department of State: Ellen Maloney, Treasury Department.

7. Switzerland-Portugal :

Chairman : Outerbridge Horsey, Department of State.

Executive Secretary: William Conklin, Department of State.

Members: Charles Barrett, Department of Commerce ; Albert Hirschman, Fed-
eral Reserve Board; and James Wood, Treasury Department.

Steff: E Ilmund Da Silveira, Raymond Fern, ndez, Maurice Levy-Hawes, and
Nicholas Milroy, Department of State ; 'red Neter and Seymour Pollack, Treasury
Department.

8. Turkey:

Chairman : Paul McGuire, Department of State.

Executive Secretary : Herbert Cummings, Department of State.

Members: Samuel Goldberg, Department of Commerce; J. Herbert Furth,
Federal Reserve Board; William L. Hebbard, Treasury Department.

Staff: Francis Boardman, Charles Glendinning, and Gidson Hadary, Depart-
ment of State; and Harry S. Weidberg, Treasury Department.

¢ Mr. Levy-Hawes succeeded Mr. White on the latter’s return to the Paris Embassy.
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9. United Kingdom and Ireland:

Chairman : Avery Peterson, Department of State.

Chairman : * Wayne Jackson, Department of State.

Executive Secretary: Herbert P. Fales, Department of State.

Members: John Cassels, Department of Commerce; Charles Harley, Federal
Reserve Board ; and William Hebbard, Treasury Department.

Staff : John Lindeman, Alex Rosenson, James Lewis, David Linebaugh, Edward
N. Cooper, Joseph Sweeney, and Leocade Leighton, Department of State; Donald
Heatherington, Frances Hall, and Cromwell Riches, Department of Commerce ;
~and Lisle Widman, Treasury Department.

10. Western Germany :

Chairman : Edwin Martin, Department of State.

Chairman : ° Daniel Margolies, Department of State.

Executive Secretary : Coburn Kidd, Department of State.

Members : Karl Koranyi, Department of Commerce; J. Herbert Furth, Federal
Reserve; James Wood, Treasury Department; Col. Charles Blumenfeld, Depart-
ment of the Army ; Don D. Humphrey, OMGUS.

Staff : George Jacobs, William Parker, Fred Sanderson, June Bosckman, and
Herbert H. Marcuse, Department of State; Stanley Sommerfield, Treasury De-
partment; Maj. William Reed, and Wilfred Garvin, Department of the Army;
and Saul Nelson, OMGUS.

(2) EXECUTIVE COMMITTEE ON ECONOMIC FOREIGN POLICY : SUBCOMMITTEE FOR ERP

(a) Working group on the relationship between the ERP and the UN and
specialized organizations

Chairman : Leroy D. Stinebower, Department of State,

Members: Miriam Camp and Otis E. Mullikin, Department of State; Thomas
C. Blaisdell, Jr., Department of Commerce; Iver Olsen, Treasury Department;
Robert B. Schwenger, Department of Agriculture.

(b) Working group on the relationship between ERP and ITO

Chairman : Paul H. Nitze, Department of State.

Members: Ben T. Moore, George Bronz, and Morris Fields, Treasury Depart-
ment ; Oscar Zaglits, Department of Agriculture; Henry Chalmers, Department
of Commerce; Lynn R. Edminster, United States Tariff Commission,

(¢) Working group on domestic controls needed to implement the ERP

Chairman : Donald D. Kennedy, Department of State.

Members : Charles P. O’Donnell, Department of State; John 8. Richards, Treas-
ury Department; Frank Garfield, Federal Reserve Board; Charles W. Bucy,
Department of Agriculture; Paul Homan, Council of Economic Advisers; Walter
Seymour, Department of the Interior; Mike Meehan, Department of Commerce.

(d) Working group on strategic materials

Chairman : William T. Phillips, Department of State.

Members: Karl L. Anderson, Department of State; James Boyd, Department
of Interior; Carl Rolle, Army and Navy Munitions Board ; T. D. O'Keefe, Depart-
ment of Commerce; Morris Fields, Treasury Department; and W. G. Finn, De-
partment of Agriculture. '

(e) Working group on manpower report

Chairman : Faith Williams, Department of Labor.

Members: Wilbur Cohen, Federal Security Agency; Irwin M. Tobin, George
L. Warren, and Val Lorwin, Department of State; Collis Stocking and Jean
Flexner, Department of Labor; and Duncan Wall, Department of Agriculture.

(3) NATIONAL ADVISORY COUNCIL: STAFF COMMITTEE

Chairman : John W. Gunter, Treasury Department.

(Working Group Chairman) : Andrew M. Kamarck, Treasury Department.

Secretary : Allan J. Fisher, Treasury Department.

Assistant Secretary: Harold Rosen, Treasury Department.

Members: Norman Ness, Department of State; Clarence Blau, Department of
Commerce; J. Burke Knapp, Board of Governors, Federal Reserve System;

4+ Mr. Jackson_ succeeded Mr. Po't(‘rsrm on the latter’s return to the London Embassy.
°Mr_. Margolies served ns_('halrnmn while Mr. Martin attended the meetings of the
Council of Foreign Ministers in London.
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Hawthorne Arey, Export-Import Bank; Walter C. Louchheim, Securities and
Exchange Commission.

Liaison: Jerome J. Stenger, Department of State.

Alternates: Hubert F. Havlik, Hale T. Shenefield, and Harold R. Spiegel,
Department of State; Lewis Dembitz, Board of Governors, Federal Reserve
System ; and Walter C. Sauer, Export-Import Bank.

Interdepartmental working groups of the staff committee composed of the
experts on the particular matter or country are set up as occasion warrants,
These groups collect the basic information available to the government and
perform the necessary analysis on the particular problem. The membership of
these groups at one time or another would include most of the experts in Govern-
mental service working on international financial and economic problems. It
appears neither appropriate nor feasible, therefore, to list the membership of
such groups.

Ambassador Doveras. It 1s not without its significance that this
calculation 1s very much less than the calculation produced by the Paris
committee in the first place. and lower than the calculation, the lowest
calculation, made by the Harriman committee. That is some rough
measure of the extent to which the review, the serutiny, and auditing
of the requirements has been made.

The Cmarrman. As T understand . it the Harriman committee re-
ported in a range rather than in a specific figure.

Ambassador Dovucras. That is right, sir.

The CratRMAN. They reported low range and high range under dif-
fering situations.

Ambassador Doucras. That is right, sir.

The Cmairman. And your statement is that your final figures are
lower than even the low range of the Harriman committee.

Ambassador Doveras. That is precisely right, sir.

I would like to mention a number of reasons why this estimate is the
minimum. In the first place the grain deficit, under this program for
western Europe, during the first year, amounts to some 11,000,000 tons,
as compared with the calculation of the requirements. That reduction
was made because it was estimated that the grain was not available. I
indicated on the chart this morning that this grain is a part of the diet,
and that this program would not produce a standard of living equal to
the prewar, but substantially less.

The second reason why I believe that this $6,800,000,000 is a mini-
mum figure is that the petroleum deficit, under the program which has
been submitted to you, is 814 million metric tons less than the stated
requirements. The timber under the program which has been sub-
mitted to you and the Congress is 30 percent less, or represents a defi-
ciency as against the requirement, of some 30 percent.

More than that, sir, this balance of payments calculation which, as I
have indicated is not exclusively a balanee of payments calculation, but
dollars of exports, imports and invisibles, is merely a reflection of the
commodity studies combined with the calculations of the invisible
mcome or loss of the country.

This balance of payments, defined as such, was based upon a price
rise of 714 percent since July 1. Now actually within the United States
there has been a price rise of almost 1214 percent. Within the re-
mainder of the western hemisphere there has been a price increase of
I+.7 percent. And throughout the entire area there has been a price
increase of about 13.4 percent.

This price rise alone represents a reduction in the amount of imports
that can be purchased for western Europe, in the amount of some $400,-
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000,000. So that what has already occurred since October in the way
of a rise in prices has had the effect of reducing the imports that can
be made available under the program which has ‘been submitted to you.

Senator WiLey. Isthat rise on the basis of retail prices?

Ambassador Doucras. That is wholesale prices. Computed on
these selected commodities.

There is still another reason. This program which has been pre-
sented to you and to the Congress assumes that there will be delivered
from Poland 23,000,000 tons of coal in the fiscal year 1949. It as-
sumes that appmximately 5,000,000 cubic meters of timber will be
imported to western Europe from eastern Europe, and 1t assumes
that approximately 600,000 metric tons of potash will also be made
available to western Kurope from sources of eastern Europe.

It is not certain that that amount of coal, that amount of timber,
or that amount of potash will flow from east to west.  And in that
connection I should like to say something off the record.

(Further discussion was continued off the record.)

Ambassador Doucras. At any rate, this program 1s based upon
these assumptions, with respect to the delivery of coal, the delivery
of timber, and the delivery of potash. W hether they will be fulfilled
or not, no one can say. It is probable that they will be.

This rise in prices that has already occurred since these calculations
were made, will have one of two effects: It will either have the effect
of reducing the production in western Europe and if so of reducing
their exports, and in turn reducing their imports, or, alternatively, it
will have the effect of requiring, compelling, these western European
countries further to pull down their already sorely depleted reserves
of dollars and of gold. And thus the export targets which they have
set, and their pr oduction goals, will be reduced, with all the succ eeding
consequences, or their monetmv stability becomes further 1mpaned

I would like to emphasize again that this is not a relief program.
This is a program aimed at supporting the efforts of this vast and im-
portant part of the world, to achieve a solid economic recovery, which
will permit them to occupy their traditional place in the community
of nations and to become again one of the great sanctuaries of human
freedom.

If it be reduced to a relief program it is my judgment—and this is a
very considered ]udﬂment—that provided the Congress proceeds year
after year with relief it will amount to sums of money incaleulably
oreater, or certainly greater than that which is contemplated in this
schedule of effort.

I think, sir, that one of the most extravagant and wasteful things
this country can do—and I personally do not have the reputation of
being an advocate of Government spending—one of the most wasteful
things this Government could do would be so to reduce the amount
of money available as to convert the project into a relief program and
damage the chances of recovery in western Europe.

The Crratkman. On the question of the character of the expenditure,
can you break down into totals the 6.8 billion (lnl] ars. as to how much
of it is relief and how much of it is recuperation ?

Ambassador Dovaras. I can tell you this: T lmt approximately one-
sixth to one-seventh is in capital equipment; the balance of it is in
foodstuffs and essential raw materials. The raw materials are essen-
tial for the operation of industrial plants, for fabrication into finished
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articles, which are either exported or used for satisfying internal re-
quirements.

The CratrmaN. I do not think that quite answers it.

Ambassador Dovcras. It does not quite answer it because there is
another category, and I do not think I can give you the ofthand analysis
as between the straight foodstuffs on the one hand and the raw mate-
rials for fabrication on the other. But I will try to get it for you, sir.

There is, of course, one item which bulks very large, and that is the
item of coal. I failed to mention this morning, in describing what
had happened to Europe as a result of the war, that there had been a
very marked and significant shift in the source of raw materials. This,
in addition to the loss of the invisible income of these 16 countries, in
addition to the requirement to produce more goods to support the loss
of the invisible income and in addition to the larger population, im-
poses upon them the burden of spending more dollars to buy the raw
materials from other sources which before the war they bought within
the community of their own group. There are two glaring examples,
striking examples, of which one is coal.

Germany and the United Kingdom were the great producers of coal
for western Europe. As a result of the war the production in both
countries was very substantially reduced. In Germany it was cut to
practically nothing in 1945. It 1s now rising.

In July of this year it was being produced at the rate of about
218,000 tons a day. Presently, it is being mined at the rate of about
280,000 tons a day. |

But the prewar production of coal in western Germany was one of
the great sources for all of Europe. The partial extinguishment of
that source of coal has made it necessary for European countries to
come to the United States and to pay, including ocean shipping, some-
where in the vicinity of $21 to $22 a ton for it.

In the case of the United Kingdom, before the first war the produc-
tion ranged between 330 million in 1913 to an inter-war high of 285
million. It exported from 35 to 100 million tons of coal, to satisfy
the fuel requirements of western Europe bunkers, and the fuel require-
ments of some of the South American countries. Purely as a product
of war, that production of coal in the United Kingdom has fallen to
about 185 million, 191 million last year, 200 million this year—the year
just closed. The amount available for export was but a mere dribble
during the year 1947. '

The impairment of that source of supply of coal of the Kuropean
countries has aggravated the need to the extent of about 30 million
tons. The European countries must come to the United States for
coal at a cost, not in sterling, but in dollars of which they are short,
of %21 to $22 a ton, including ocean shipping. ;

So the destruction of the ancient sources of supply, a pure product
of the war, has imposed an additional burden upon these western Euro-
pean countries. This is not unrelated to the question which you have
just put.

The Cramrman. It is not unrelated.

Ambassador Douvcras. It does not answer your question specifically.
I will get you an analysis of that, Senator, insofar as it can be gotten.

The Crarman. You correctly said, of course, that this is not a relief
program in its essence and objective, but it does include a substantial
element of the same kind of relief that is in the interim bill; does it
not ?

Ambassador Doucras. Of course it does.
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The CHAIRMAN. And is it not possible to isolate that figure?

Ambassador Doucras. Yes. We can calculate that figure and we
will give it to you.

(The matter referred to appears on p. 494.

(Attached memorandum prepared by the Department of State at the
request of the Senate Foreign Relations Committee.)

EUROPEAN RECOVERY PROGRAM—ILLUSTRATIVE COMPOSITION OF IMPORTS OF COM-
MODITIES AND SERVICES FROM WESTERN HEMISPHERE, APRIL 1, 1945, THROUGH
JUNE 30, 1949, AND POSSIBLE SOURCES AND DISTRIBUTION OF FINANCING

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

The programs of United States assistance for each country as they may be
developed by the Administrator should not now be prejudged. Therefore, an
accurate representation of a program for each country, reflecting its aggregate
required imports from the Western Hemisphere and the source of funds whiclh
will in fact finance each segment of these imports cannot now be made. A con-
tinuing process of adjustment will be necessary in order to take account of such
factors as the success of the production effort by the participating countries,
changes in world availabilities, price movements, supply and financial arrange-
ments with nonparticipating countries, and the decisions of such agencies as the
International Bank.

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

It needs to be emphasized again that the distribution of commodities by
countries and sources of funds indicated in the accompanying tables is only an
approximation of the program as it would actually be developed by the Admin-
istrator. Particular emphasis should be given to the fact that the amounts
shown in table 1, column 4, and in the corresponding columns of the individual
country tables do not necessarily represent the amount which each country would
receive in the form of direct assistance from the United States, nor do they
indicate the terms on which such appropriated funds would be advanced.
Rather, they indicate the dollar balance required to fill each country’s total
estimated required import program from the Western Hemisphere (column 1),
after deducting the dollars obtained from exports of goods and services (column
2) and after deducting sources of financing other than new United States funds
(column 3). This balance of a particular country’s dollar needs (shown in
column 4) might in some instances be obtained indirectly through another par-
ticipating country rather than directly from the United States. Various arrange-
ments for indirect financing of this character could be made and might provide
a feasible way to assist the participating countries in overcoming some of the
obstacles to increased trade among themselves.

For example, bizonal Germany is expected to have a substantial surplus of
exports over imports in its trade with some participating countries, and the
latter must settle in dollars for a large part of their debit balances with the
bizone. In this way the dollar requirements of these participating countries are
increased (because they must pay dollars not only for their imports from the
Western Hemisphere but also to settle their German accounts). On the other
hand, the bizone’s need for direct dollar assistance would be correspondingly
reduced (because it would receive dollars in addition to those obtained from its
exports to the Western Hemisphere shown in column 2). In circumstances like
these the Administrator might find it desirable to allocate funds appropriated
for European recovery in such a way as to increase the direct assistance in
the form of loans or grants to one participating country over the amount of its
Western Hemisphere deficit and correspondingly reduce the direct assistance
given to another participating country. Alternatively, the Administrator might
find it desirable to purchase goods in one country for delivery to another, the
transaction being recorded as additional direct assistance to the receiving country.
The exporting country’s need for direct dollar assistance would be correspond-
ingly reduced. In general, adjustments of this kind would be considered by the
Administrator in the light of recommendations by the participating countries

George C! Marshall Foundation, Lexington, Virginia




116

EUROPEAN RECOVERY PROGRAM

as a group acting through their continuing organization. Such adjustments
would not increase the total amount of assistance required but would only affect
its distribution between countries.

The country tables which are appended present for each participating country
an illustrative composition of its imports of goods from the Western Hemisphere
and its net dollar payments, if any, for freight and other invisible items, for the
period from April 1, 1948, through June 30, 1949. All values are expressed in
terms of July 1, 1947, prices as the adjustment for higher prices is covered in the
table on page 117. A distribution of the financing of these imports and payments
among the following sources of dollar funds is shown :

Column 2. Dollars earned by each country from exports to the Western Hemi-
sphere and net dollar receipts, if any, for shipping and other invisibles. In the
case of Portugal, the amount shown in column 1 includes an expediture of
Portuguese gold and foreign-exchange holdings in an amount necessary to offset
its deficit on current account.

Column 3. Dollars obtained from such sources as International Bank loans,
private investment, existing credits of the Export-Import Bank, and credits ex-
tended by participating countries having net dollar earnings on current account
to other participating countries. Credits or other assistance by other Western
Hemisphere countries are also included in column 3.

Column 4. New United States funds for European recovery and for prevention
of disease and unrest in Germany (GARIOA) for which appropriations are being
requested. As pointed out above, the amounts in column 4 represent the deficit
computed on July 1, 1947, prices with the Western Hemisphere which it is neces-
sary to finance directly or indirectly with new United States funds and do not
necessarily represent the direct assistance in the form of grants and loans which
will be extended to individual countries. The adjustments for increased prices
and savings on shipping mentioned in the table on page 117 will also have to be
taken into account on a country-by-country basis.

The table following recapitulates the country tables and presents a possible
distribution, by sources, of the financing of the total Western Hemisphere import
program.

TABLE 1.—Recapitulation of tables showing illustrative composition of imports
of commodities and services from Western Hemisphere and possible sources
and distribution of financing, Apr. 1, 198, to June 30, 1949

|At July 1, 1947. prices]

Possible sources of financing
Total im- Sources =
New
ports ! other than Pk
Dollar , |[new Unitea| United
earnings Qfatde States
fu;ulé funds 3
Mils. of Mils. of Mils. of
dols. dols. dols.
ARSI W = R R s S 233 39 12 182
Belginm-Euxemburg s A e e T L A 853 334 196 393
Denmarke fetinss oo fiioregnm e fe (88 o 89 e il w8 237 45 28 164
I A S e BN T S 1,931 369 128 1,434
Greeeolin Bis Jaai= (UEASL IR LR B L SO0 F BT VTP 262 67 9 186
Teelamd UM i A JASERER s il & T ue T e S 23 10 <[ i Eeiti g 13
Itcland. .o sl totaim eop 1 Sy I ) Bl aeee  Svilves (8 192 A catadl s 152
Italy . oo e 1, 160 183 108 869
NetherIangs e et e e st R © e S 1, 136 271 160 705
Norway.  todll. Jial il it g i L AT 253 163 56 34
Bortugalaa  Swecedenr =2 el sy wlpisy” 3 s Geli 144 144 gl i weaaal 30 iloase i e
SWeAEn - —f . P JFC SRR T e L R S 499 423 43 33
Stwitzerldrid: C ¥ _Fiab ¥ eyttt 2 TSN T8y ELAFINE .S it 535 LT e ot sl [ e 2 L
Turkey L LT SR T L 69 31"l o BC 44 0 SSPLLE RN R
United Kingdomy - 205 coaegd 31503 | v TULNE, FUNE Loyl Sty 4,311 2,133 418 1, 760
Germany:
i 51770 8 (- e el ool fhess <ol Jo o e Smmpmivmend B o el e o 1,014 16,4 i el 014
French Zones S 4t & 20 FENAI T SVE SSAiRIc L ERSNE = 93 6 SRS Y o 80
Saar st fioi Sloaa I8 il ooty N Dan CEREE e 14 B rcniens . gy farng 11
o L a1 12, 959 4,941 1,158 3 6, 860

1 Including net dollar payments for freight and other invisibles. g
2 Including drawings of $72,000,000 by Portugal on its gold and foreign exchange resources.
3 This column includes funds being requested by the Department of the Army for prevention of disease

and unrest in Germany.
covery program is to be found on p. 5.
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Column 1 indicates that the required imports of the participating countries of
goods and services from the Western Hemisphere during the 15 months, April 1,
1948, through June 30, 1949, are expected to amount to $12,959,000,000 (in terms
of July 1, 1947, prices). This total, after deducting $1,146,000,000 of payments
for net freight and net other invisibles, equals the total commodity imports of
$11,813,000,000 shown in the summary balance-of-payments table on page 97 of
the committee print of the outline of a European recovery program.

Of this total, it is estimated that the participating countries will finance $4,-
941,000,000 from their dollar earnings from exports to the Western Hemisphere
and other dollar receipts (and, in the case of Portugal by drawing down gold and
foreign-exchange holdings).?

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

Millions
of dollars
Goods to be purchased in Western Hemisphere with new United States
funds (at July 1, 1947, prices) (column 4 of recapitulation)__________ $6, 860
Adjustments:
Add: Adjustment for price increases'-_______________________ $482
Peduct: Savings on shippitig®i 0 200t Wi e 100 o

Adjusted cost of commodities and shipping services to be purchased in

Western Hemisphere with new United States funds®*__________________ 7, 242
Authority to obligate funds for procurement of items to be delivered in
e RV LTRENC e T s AR OT VRN W ot L R KNSR SR SN 0 N | RN S &5 200
Uncovered deficit of bizonal Germany with nonparticipating countries out-
PeEhe Western Hemisphere *. . | o ah e e 200
Total being requested for European recovery program and by Department
BeArmny for Germany (GAREOA ) oot v b et 7,642
Deduct : Appropriations being requested by Department of the Army for ‘
prevention of disease and unrest in Germany (GARIOA) ____________ 822

Total requirement for first 15 months, European recovery program. 6, 820

Authorization requested for European recovery program (preceding line

i ronnded-samounE e B C b g e e i e e e 2 6, 800

1This figure is equivalent to the adjustment for higher prices of $565,000,000 shown in
the summary balance-of-payment table, p. 97 of the Outline, after eliminating that portion
of the increase attributable to sources other than new United States funds, such as the
International Bank, and to Portuguese cash purchase.

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

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

4 See footnote b, table 17.

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

1. Financing which might be forthcoming from sources other than new United
States funds has been spread over commodities for the purchase of which it is
thought most likely that loans and credits might be granted. Much is assigned
to the category “Other imports,” which includes heavy and specialized equip-
ment and important industrial raw materials, and additional large sums are
allocated to bread and coarse grains, fats and oils, sugar, meat, and coffee, for

1 See The European recovery program—Country studies, table IT-A. The sum of total
exports to the Western Hemisphere and, where positive, of net freight and net other in-
visibles is the ficure shown in column 2 of the country tables,

*International Bank, private investment, existing Export-Tmport Bank eredits, dollar
credits by participating countries, and eredits or other assistance by other Western Hemi-
sphere countries These sources are expected to finance $1,228 000,000 in current prices.
This figure is equivalent to the fizure of $1,285,000.000 shown in the committee print, Out-
line of European Recovery Program, p. 103, after deducting the item of £85.000 000 repre-
senting purhases on cash basis (here included in column 2) and adding eredits of $28,000,000
by participating countries to participating countries.
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which other Western Hemisphere countries might extend commodity credits
or make other arrangements to assist the participating countries.
2. It is assumed that new United States funds will be used, in the first instance,

for selected commodities.

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

Western Hemisphere requirements.

In this connection it should be pointed out that the category “Other imports”
is made up principally of important raw materials and manufactured goods,
which in almost all cases are as important to economic recovery as the selected

commodities.

On many of these commodities studies of requirements and

availabilities are being prepared, but a miscellaneous category will always be
necessary since trade between advanced industrial countries involves thousands

of individual products.

Preliminary indications of the values of some of the

most important items in the category are given in footnotes to the tables.
It is recognized and, indeed, emphasized that the following tabulation is only
illustrative and that the actual pattern determined by the administrator might

vary markedly from the one outlined here.

It may, however, be useful in clarify-

ing and delineating the problems which will be encountered in initiating the
program and in adjusting it continuously to changing conditions.

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

[In millions of dollars]

Possible sources and distribution

of financing

, Total Sources

Import imports Anstsinn other New

d(.)lrlar than new United

earnings United States

= States funds

funds

0553 0 e Y 1 o R e 1 A ot LAY S S S 1R O T DY R TN TP WL s 4 36.3
I OBISE PTAINS - o s st T e n R e i S M C A | [IORCE R B R 4.4
ks A Galss O o e e L IS T A e DY i 1 0 oot Noollor | 5 s, Al e i 125
Oifcake, --omasomslonn L AAI AL LA B QLR IR o I (o at ARG OSELY - 368 S3Sl 1.6
SEPRE e - e o N e il 2es e e B e b SIS S 5.4
1Y 73 A R s S TR Ra I R  SSR Rolle=ng | o o1t N o aiipng s oty 8.8
L B2 g 000,583 (oo Aot TR fhen i i Bt e il R T e o el e A e L e e 4.1
Dried frofplilt B Meics b SRR SETNE WITInEn v | 3 TR T e T e =g )| B ST W e 1.5
T ) e S R S B e L e S T O P 1 | (R Y A, S 4.0
Gihprfonds. Lin Lk Sfegia - 0 a0 W TR Sl el B 5 9 T N O e Il [ ) 6.3
Sabtotal et tealaais sgebi  anllho s gy Mo TG 84.19 jaa e i B drapoid il . o i 84.9
Robhageo:lyos Sy Bat v Feidl ofT Seengs spopid wi 2.9 | o b nidnsrlibewise aniags 2.9
@13 170 1 (S O s St 2t L T ISR 8 (T 4.7 16.9
Avrienltural machinery fooc e iiihhe 31 aldlessn amacis 1ot . aGTEE ARl oiba By 1.6
Mining MachiDerY . s ce o o esmn s e e i D | oedpimosnopane do bimy pEoa o gyns .b
ronahdisteeliSerapiironts st p syalialifogenie Satl o > A0 EIRTIR A S5 AR Y 2.0
Trueksir, T80 oo, $eif aado o eoromndmnee ol 3T Dog BB loaiptrt L Svatlh 5o e ¥ 3.8
Steelegruipmient - e sttt s L 0ol W - e | | ST 4.2
Timberequipment o . 20 L o o e T LS Tl bnbr 400 1o L, EoT S B 4.0
Elvetrica) papipmentias. mirmefldort Ouldogal saeaii s e riase el Lol beyal ey i
Other mports i e e 67.0 39.0 7 20.5
Total comodity mports T 31t Aniiil Suiiisis 193.2 39.0 12.2 142.0
Netifroightee 20 o0 flomery o008 0feh gl dy Byd s oy 40. O tuocpecei ol osid  mln 40.0
2510 [ o e M ool o D TR B S 30 0 ity N (o 233. 2 39.0 12. 2 182.0

1 Includes (in millions): Copper, $6; chemicals, $16; hides and skins and leather $1; wool, $1.

2 In the case of Austria and all other countries (except Portugal), the deficit on current account with the

Western Hemisphere equals column 1 minus column 2 or, alternatively, column 3 plus column 4.
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TABLE 3.—Belgium-Luzemburg and dependencies—Illustrative composition of
imports of commodities and services from Western Hemisphere and possible
sources and distribution of financing, Apr. 1, 1948, to June 30, 1949 (at July

1, 1947 prices)

[In millions of dollars]

Possible sources and distribution

of financing

|
Sources i

o I t Total
HAPas imports Belgium- other New
Luxemburg| than new United
dollar United States
earnings States funds
funds
|
L IR T D ke ettt el A" 4 S e WS ‘I TRLL Jer oy 19.0 59.1
L DTN e SR A Sttt e, Bl ol Ol i SR i S Y (e iy o 9.5 55. 4
T T e Sl AR S } 32.:12 ________________________ 5;3;.)
it e o L -l sty o S £ it ites SO s i e tcpeio| Bl i st 2%.
LSRRGSR S it 3 D4 SRS Reaass | |y ke 48 10. 5
st e iy ok R ey B " S e st i ] o g | b o 13.3
T e T T e et SR O AR Sl s P, ¢ I GRS eyt e 26.0
T T BT e MG . NS TSl Ry g ________________________ g
Crede T e GRS e e TR RCREE SO .o e, -
T e e e i S NE Y S ' Vi 9 S M- 4.8 10. 5
A 0 g 66 o e S e L B R L 15 S o gt i | oot v~ 0 16.8
Sabtotaly e e el ol e o 2§} f; ............ 38.1 24)?;1
TR e Sl T Y B AP TR R R, W glels o= Sese s INELS L 21.¢
e L el AR e A S T T ) N 27.9 18:1
TR A B s AR AT M e L R el ) 0 I P e e R o A S P U M | 8 e i ok .4
TR s e e b ST e TR TEGIE BaG paiat RUSSE s & 3| SESE e R (et et .4
Pinienitural marhinery o -caz- - oo oo coniboocan Pall s sok B o AL PR e
T e et £ g R ) ST IRy (ST RN =D | P 20.5
aRinemachinery- - o= ss-trassssesorssrams ransasss 2,9 s e somes 2! 1S N
) Gy el o) e o 16 (e s DO o S S S SIS § O 35.2 S s 10.9
T T AR e e e e ST U G e e R R 23.3 < T | BRSO U W) SN SR RO
Iron and steel:
RIS ha v e ko Ay Ak i (neE NS DO IVE RIS A2 19 3ME e %y -- 15.7 3.6
Crude and semifinished . ________________ S CNTTS, Y 9.4 DRl oot D oo 4.2
T e e et Sl SRS e SIS RNT At T S RN e 5 11 ) sl el
Sieeleduipment. . SN o sl e 1 I SR 1. ...
Biseiniealenuipment. . oot e e ammae 6.0 | - e oA e LEE 1
T o) B0 o B e R O S S 293.0 223.2 G Bt e v
Total commodity imports. . _________ 795. 4 276.0 196. 3 323.1
T TR e S e e SIS S R A SRR S T 16.0 1210 4 RS SR ) o N S
T R 015 08 L ) e et et AU SR 42.0 8 B R R TR e
0 Y el GG AN PSR et el R o SN 853. 4 334.0 196.3 323. 1

1 Ineludes (in millions): Machinery and transportation equipment and technical apparatus, $115; chem-

icals, $29; lead, $13; zine, $7; wool, $15.

TABLE 4.—Denmark—Illustrative composition of imports of commodities and
services from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[Tn millions of dollars]

Possible soureces and distribution

of financing

Import v Total Sources
imports Danish other
. than new
(lu]]:u United
- earnings States
funds
Bread grains. - -.-.cuen-- LS oy R 0. 5
Coarse grains. - - - . P abas .i.f,()
Rtgand ofls Lol - .cnoaaaa Sy L AL Tk 8.8
Oil cake i e 42.2 1.8
Eed Uit oo Y 3 .;1
e iz ' = 2 |
T e SRR - - T~ '_‘l.(b {. 8
Other foods. . .. - AT 3 L 2 1 k
o bt | (R S RS i RS R 107. 2 9.6
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TABLE 4.—Denmark—Illustrative composition of imports of commodities and
services from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)—Continued

[In millions of dollars)

Possible sources and distribution
of financing

Total Sources

Import imports Danish other New

do?ﬁfr than new United

earnings United States

g States funds

funds
Pabaceg cub o oot cade s b R ORGSR TR TR r. 7 ol ) (L e e 7.5
Clofton. L Sarhe trt 1 TR i SN RN i S el A GION | Sk Sgeds - 0 4 3 43 Liate JUEN 6.9
DUTOgen " et e ¥k rifa wikh ] S SIS | IR 1587 [l At s b syl b 1.6
Agriculturalrmachinerys = =tdee. o dpm s . o, SN [N RS PR A | S
BRI . o |ops e ekt samayr o pen el BRE L IR W 10.0 |=h 28555 Sl e i 1n.9
Felrolauni.products. T eaTaiie el WARRE L L o 29. 2 15489 e ceas din .. 13.4
AT NET. - - Jorooanasr dmmlp e o dam g d ML el L PR e i R e T s 3.7
Iron and steel:

HimisBagestrCeer Trgs fa gl Bl bl A . T P g I R e e 6.0 9.8
J 35 T30 1) Vgt i o e Sk e e BT e o] DA EHN e s A wiihd i PN ey
IekS SRt 0 I e o) SR o e g JRH IR | S i [ or o i Bty i 112
sieel qripmentee e o i aon ey o ol 0 A e <D |ir 2o e inlonima ke poalli .5
Electrical equipment_____ ___. __ __ __ __________ . ______ | SR =Lk .5
BT i0a00]0) o % ST ot LUKl o L R h e 13:5 8.8 ' O o |
Total commodity imports: ... = __: L o 216.9 24. 6 28. 2 164. 1
Other:dollafpavimentsifiss Sene e SR B i 00 0 Inssess 20.0 20.0 b
‘Potalh "oV . . Claeymis stiyanal Mot L. 200 0 A 236. 9 44. 6 288D 164.1

TABLE 5.—France and dependencies—Illustrative composition of imports of com-
modities and services from Western Hemisphere and possible sources and dis-
tribution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 19}7, prices)

[In millions of dollars]

Possible sources and distribution

of financing

Total Sources
Import imports Krench other
: than new
do]}ar United
earnings fitatas
funds
BroddioramBisteet T L % TN e tar e TR 80 P | i 11.8
Coarse PrRinS . . S i D BOUL #[ L3 MK E e T 9.5
Hatsand oils. .. ... . £aandwes TLEE ¥ AFLEN. Naes 70E9r | 8 RA DY 28. 6
Dilieakeleamprarn - - 0 T G T e TR A LR R e
B D e e R e L B e e e S
i) [ S R CN S TIRY N TL GRS LS| e e e e e
Daleyproamets e e e T O e |
Epgseenativicile Suss cneuipns ooliomatl, oo 1 [ o O e
Dried Tl copetegei BN L) b o= o8 o chal o sob ool 28 ) el PRI e | T ) M
RACE ey b s 0o e o A S VE DT W T W T, i e AR 7. ) [t e ¥ DN R
Coflee e e 7% 1 (e B B o) e e e
Othorfondst . St 1 S0 GE  Hekaf® U85 3 0 o U | RTINS | S S o o
Subtotalees cmus d IRaMAS  _ o doniom iaes oo bles b L e R e 49.9
TabReed. oo vo ol fREE o = SO 1o Lo Ay, | SR st 185l " ae s e, W, Sl MG
Cottonss .4 _lmenssyi. | a1 | Lot o2 B R e 105 S licar i e = 9.5
1R )2y s [N SRS R e S TS I L B g TS o 1 A, (G Bl il
Agricultural machinery . - . . o oo B0, | N L e T T
@577 ) IR S N R e IS el S s E - e b 5 2 et B TRV Sy
Mining machinery . - oo i TR A v A e S T R e
Pefroleum produeis.. o8 oot = ST TS S 1 PR e T A
iy 51 577 G S S e SRR T ERR G N e S B8 16. 0
Iron and steel:
Finished, o 0 o A a e i [ e, o T A (TSRS
Crude and semifinished. .- .. L& = 0 S Tee 1110500 [ 2 S (S .
Mroacks .. .o Bh . oo 5 o R | e 2o [ S SN
Stecl equipmment. - o oo -0 V8 SRR MRS e D e e
Timber equipment. e o i o S | o N | 7 e o i

George C. Marshall Foundation, Lexington, Virginia
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TABLE 5..—F'ran,ce and dependencies—Illustrative compoistion of imports of com-
modities and services from Western Hemisphere and possible sources and dis-
tribution of financing Apr. 1, 1948, to June 30, 1949 (at July 1 1947. prices)—Con.

[In millions of dollars]

Possible sources and distribution

of financing

Total Sources

Import imports French other New

dollar than new United

earuiilfzs United States

States funds

funds

Eigrtricall equipIIent oo oo o oo D C Ll OB L ol sendnsdl l des S R-F 10.0
RN PO LS = s b o s pt s sm i n SEMEZ - H L o 504. 2 275.7 52.2 176.3
Total commodity imports.._..____._____________. 1,574.5 275.7 127.6 1,172, 2
T e L R et RSt S e BT 2 5 1 o (R RE I o () (NS T 263.0
Sslierdollarpayments. Lo oo ool Nuo s ree 93.0 (2 < 80 1) MRS o (BRI ™" T
ITIATE D —— e i N S R 1,930.5 368.7 127.6 1,434.2

1 Includes (in millions): Machinery, transportation equipment, and business machines, $173; chemicals

$43; copper, $19; lead, $9; zinc, $11; hides and skins, $32; wool, $26; cotton textiles, $31.

TABLE 6.—Greece—Illustrative composition of imports of commodities and serv-
ices from Western Hemisphere and possible sources and distribution of financ-
ing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[In millions of dollars]

Possible sources and distribution

of financing

Total Sources

Import imports Creck other New

dollar than new United

earnings United States

States funds

funds

I b A ) S SO NS USRI, S AT Ao B T T R 47. 4
T e e N S S L Lo, I SIS 5 I () T S 4.8
et oils. N Lt L e o SRR TR S .8
i A Al . N 1 Y ST UNNP S SISk 1 S 1 o 10| ORI AL | 0SB St i) .6
S e AR st SR RS XU B SRR, ORISR 200 IRy oLl o g O 16. 6
i el B Kl ot AR SN0 ST 1 0 et i oS i S o B e B el e i 8.8
TR0 0 o e A - SIS PR W (S Lo T S SIS, B (S5 T 35.4
N e et e g e e e e o oy ¢ 18| S RRREERN SRRl (et S e .9
T e e O AN [ oy s ot o s At LU BN e e et e S .6
L, i S e ok Sl el il - = SR oy - . ] (i s e SRl g 2.7
S eye o Sl e ] e s R = Lae s L SR Sl s |esstetean fodlseadeataas o0
STBU TR (e st Ao psbolule ot Sl ey S S SRCRBRIIE P <l C 119.3 ST WORT ) [0 PSR- 119.3
TR s S Gl tes ] S e et o St B M |y, L I R ] [ S 6.5
Nitrogen___._____.__. b2 45 4 i) B S SRS vy -7 Dol dles et rospdde| w0 2.4
o Tor N RO R 0u b Tl TR0 8 (o o St el A P NPEPRS TN ot g B e | I~ 0 ey 7.9
S el e i, o el s ety P s ORI e, L | e e e B e et o 12
Betroleum products. . oo aco__liilc.o ... xS N . | [ ) I G755 SE ISP 8.3
B T ot i o oo . o B -5 T e 5 o e - Sl [ s BBD o8 B ) 700 1 2 S 4.5
sron and steel: Finished. ..o ccccicmmoodbdninnciacaanaas % ) | SR I (0 1 T - L o 7.0
UL A Py SRt Sl e Ay e St . B = el - S 7wy %) IR z .3
IR O NTIDIRONIES o vvais s mm s wim e i e s S S S 1 00 ] | IO | e T 1.0
EEetries loaqripmient. ..ol es e cecnasr L U L L L i T 1 | . e a 1.0
i o ey g oo e R S O 1 LS 47.0 37.7 o I I TR
Total commodity imports_ .- .- ... 212. 4 37.7 9.3 165. 4
R R Y 1~ Wi et o s et ok s e e it e e o A o 49. 9 29. 4 20. 5
B T o= o o B s ot o e e 0 262.3 67.1 0.3 185. 9

1 Includes (in millions): Machinery, parts, and accessories, $13; clothing, $12; chemicals, $7.
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TABLE 7T.—Iceland

EUROPEAN RECOVERY PROGRAM

Tlustrative composition of imports of commodities and

services from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[In millions of dollars]

of financing

Possible sources and distribution

Total Sources

Fnpazy imports | 1..1andi other New

c(ei aﬁl IC | than new | TUnited

et United States

e States funds

funds

Bradustains. oo oo A e toa s o L AR et X 8127 W e YLt L 1.5
Coithograns & ea LSS . { Skl s o 50 SRV | T .5
RFatsand oilS - o rroma el e e e ey e o il e i S G B 1.4
Sitvar o dolemEa s 1 8 A0 L EDEE B 1520 b bt e s iy 152
Paded fruit. o b R L s e Sl R ) R B S .2
Coffee ribxinalnene T L B o BB Lt B Y £8 FEI § 0 R e W
Otherfoods- o rrmerisltr e A e db e i b0 PN A | R T T o2
ST 027 9157 iR WRdiorin. e, ENSUIGMNRE. Bl S s ) MECHEL o o mene e A7 Ml = = et i e S 5.7
) Wy Ve /g P s R S RE LR sl el Sl B e Tl S 8 e 01 IR Pt gt d | OB s g 1
NMitEeRee e o e o D 1 s e A S L .2
VB e b ULYy e a0 Vo) 0 b0 0 1o oy el omams ot oyt o g off e~ o T b et gt b | Sy e .8
7] el o ik T i ooty g = et b e o by e s e I L A AN o T .9
Betroletmm produetss s e i 8 e S R | Sl St A L 1.7
TADOr S faie o =R S ooheshiiie, Koo Tl g SR et HELE Y 0 gt (R, | 0§ RS, 1:3
) b i 7ol o e b S ot i, el o, i bl s g ] 1) ] gl o) ol 1.0
Ofher IMportgit STM A A said BN B Cn I et 11.0 1OY OIS EC A% 1.0
Total commodity ImIportSL it T At vt o3 e 22.7 TO¥00 | A - R 12:7

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

TABLE S8.—Ireland—Illustrative composition of imports of commodities
ices from Western Hemisphere and possible sources and distribution of financ-

ing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947)

[In millions of dollars]

and serv-

Possible sources and distribution

of financing

Total Sources

Import imports Tiish other New

daoline than new United

earnings United States

States funds

funds
Bregdiorainst ir s s SOeie Ty SR SN i | Sl S el T S Yt A ] S ) (s e . e 26. 5
Coarsegrains. . —-n co ek e Lree s e 8 . o A e et © f (b L 37.2
Bt A o S I o 0 e Seleihaf Blertifator Bk MW WS i ST e 0 o Pt M 5, e b | v 3.1
@iberke. M v B eeliven e Lt g bk e s s oy el oy o | [ oy PO R P B (R Bt Rk 1.4
I ) AP RRS T TY RN e i e e b e e 7.2
Dried frimts e vy 1y 1 folaibl o St oty F i Wi O8 -l N LR e e e et M [ O otf
offee 1, ST I e v SR BAREET NPl ek il i lyip T E Vi 6 0 A e il e Ll Il e A
Otherifopds Ly —tos - el Tumitng I 5@y e sty IR S ree b | [ T 1.3
Stiblofal w2 T AL e 1B b Bl o At TR0 e e et e e o R A S 78.0
0 o1 (oo T A 5 (N WRA) RO L e S (PR LU T O S | e e S e N, 8.3
Qobton: ci- lerecosn b g e i s b e el br o L B - T (N2 1] P 5 5T ) 2.0
NAtTOgen. .. dew e ns goc by s ep to, b 800 BERTLS TN, o 0 Sy NG RO 0 L Pl Ty 0 || I .4
Agriculturalmachineryed e oo L LWL L 1T 0T T et e G e Rl 1.6
(3771 IR B e ST & SRt ) [ 155,11 (A il LS T T 11.2
Petroleum produets_ .. _____________._ L SRR Soeten T3N0% =2 s nailan 3 TR - = O 13.0
g 05 1500 e AN pmeappt s oy By e s o s IO AT eV IS WERER Ml S L Sk vl
Iron and steel:

Rinished: « t.zscssazr 0 WK o e BEEAR SIS ST RRiag 1L a5 A meat N el | W s 1.6
b (] e i e e e e e e D e e 11400 L R L S T 1.9
Steelequipmentit L. =L 208 5 2 8 S8 C L B IiE i | N ) (IR O 4
Electrical equipment____________________ R & L (R R e T e A,
Other amports 1 T D TN 64.1 e P e 256.8
Total comniodily I P Orts s S o N 190. 6 o Ml e UL T A 151.8
Net freight, .- T o lia s o L0 0 2 e S SR 1k Lo e ansa o (L o N
Totalsces. o fon o T A 192.3 RPN | 151.8

1 Includes (in millions): Chemicals, $5; machinery and transportation equipment, $12,

George C. Marshall Foundation, Lexington, Virginia
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TABLE 9.—Italy—Illustrative composition of imports of commodities and services
from Western Hemisphere and possible sources and distribution of financing,
Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[In millions of dollars]

Possible sources and distribution

of financing

Total Sources

Import imports Tealian other New

dolléxr thgn.new United

earnings United States

= States funds

funds
TG N R e S YOS St WU S SR et Zo T ) (el | s 23.8 243.3
i e I BT il etmn gy s 9.5 7.9
o E T DL SEE S e S et s B ) S SRR S e 020 - kel Sy s 9.5 20.7
T e T ey, PR S G e, S Y v senicnce sl SNl s S I 4.1
U e SR e e R SR L IR 181 T e Bl <hh o= 48 K v 2.8
L e St Rl TR S S RN ST ML I S e foifet ) T e R e e 7.0
e a0 b (o e S e e S et s P g e e ELT {7 ) | A St =, Sy g SIS 7.3
U T et e (RN SR L SNSRI U S APEPIE NS o It 3Ly R e i 4.8 9.5
L il © SN BRI R e SIS e, SGSPEREY 100 Bl et s o ol fs et e 10. 2
SR T s e ey PO e L XLy B L. > 5 369D e 47. 6 322.0
TN e e L i B W BT St i, S SRR U el a Koo b g i 4.5
T e e R e s S TR Y IO AN SR W 14959 oo = coml il g s 149.5
T LT ey g Bl S e 1 L E SRS L e L NI S 1L | o Bl - ol | ooty 1.2
pesenifaralimachinery. . o0 oo Lo o o lin s Gk et L | BE S LTI e 5.0
UL e St g TR T - SN S EE L AN ottt oL I b . el | Wit s g 88.0
Eeamlemm produaets. - -« s .. = ari i o ARl e B e Tl b, B 61. 2
T e e e Mty s it | WA S SHTL. . NECTE N 1 ) DR e o e e 13.8
Iron and steel:

TSR A s bt St U O L VT PR SRR TR Y T RS il o8 G| Leeaaeting B rpadlldin (i 6.9
Emente'and Semifinished . . oo ey _Eelif s 800 | 2estin Bt _Dglaloppiidin OB 8.0
L2 T e e ey e LSRR S S SRS e Lo oo (e W ot B iy e .9
LR o) e o e e g e D R TS T o Bolie” b g ret A s o i 4.5
ieetricalicqnipmentio. Yoy Y ol Bo Jaas SRV EEE AW} S 52003 b il AV S 7.0
TR T 10) 1 Ao (e e R SIS B T e e s 305. 8 183.0 60. 5 62.3
Total commodity i imports.i st 2 M7 2 L 3t 1,025.9 183.0 108. 1 734.8
L AR b R R WS PR NI A 17 G SR s i S P ek 134.0
T e e e AR AR S NS 1,159.9 183. 0 I 108. 1 868. 8

1 Includes (in millions): Copper, lead, and zine, $18; wool, $15; hides and skins and leather, $15; machin-

ery, $7; fish, $5; naval stores, $3.

TABLE 10.—Netherlands and dependencies—Illustrative composition of imports of
commodities and services from Western Hemisphere and possible sources and
distribution of financing, Apr. 1, 1948, to June 30, 1949

[In millions of dollars]

Possible sources and distribution

of financing

1 Total Sources
Import imports D other New
utch ol

: than new United

ezilr(;xlh‘lr's United States

g g States funds

funds

T e EE T T YT A ote, (e oI SO Syt s b 0 | A T 39. 2 71.8
ey e SIS bR . S ORIIITI ol (80 o e R e e = | Al 70.3
Fats and oils._____ ool e o e VL SRR TN LT 0P 5 31 L R T § AR 2 40.5
LT e A SR ity A S Sl o, . - iy e Sy 3 9.5 21.9
L R e e e ety R e o 6.6 L : 6.6
Meat By B e e e N R oo B 5o L e T e i arehil 4.2
L o nole bl f: s S s e - T [ e L. 157
e e e I - of i) e 4 B L ol e g, : 3.8
T et e e U S e RN W PRSI B et .6 . e 6
L e T Sl e e LA SR 1 S O PR E 10 s £ 177
Other foods_ .. ___. e e n R LN |71, o) RS, . 11, 6
BRI L) L BRI BT = L s st o o i e i o 301.9 - 48. 7 253. 2
e R O T T S A SO e et brcor s oianionriess 23. 4
B e s 2o oo, o o s e s i O e 8 el B2 Bl s bt i | £ et Ll st 32.9

George C. Marshall Foundation, Lexington, Virginia
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TABLE 10.—Netherlands and dependencies—Illustrative composition of imports of
commodities and services from Western Hemisphere and possible SOUrces and
distribution of financing, Apr. 1, 1948, to June 30, 1949—Continued

[In millions of dollars]

Possible sources and distribution
of finaneing
) Total Sources

Import imports Dutch other New

doll: than new United

S United States

CATBEES States funds

funds

o h s o s) o (R M) Saumat U g BTy VR 3 5 1) O AL | 6.2
Phosphates. s oteX® oo £ $50 DR NI R EL SRl L e N B! | [ e SRS S SHE R N .6
Agricultural maehinery L At Lal < 5 DO R 8.8
R A e A R e S [ et e 7 P o/ - i NN | SN 25.8
Mining maehinery S5 28 1T 18 T C el s s e o BT p o ) (NSRS | P Sl = 2.3
Padrolem protiictiSrs s sl i v A s e e Tl e S U N b P (e B ) [ERRTL E L 32.2
i 1V T1107:) R e e s, sl st ded, 00 L0 ETITE NI e 25,2 s s o om e B e 2542
Tran. and Stegl s Binished N Ras Trr i St i it it 7% £ - SNt el | 53.8
4615 10 oo Bt T e SMIRIEN o b ittt 1 ol NI i 2 b S ey R 2352
Bteslequipment: - - o T L e - 1 S ] (I T 4.6
Bleetricaleqmipment. . 1~ " L ol ek, - F oW B3] s T R 6.3
b ImMpOr S e o e L . 491.3 174.1 110.7 206. 5
Total commodity imparts - -~ — . o 4 1 1,038.5 174.1 159. 4 705.0
Nediireight s e e e e o SR 6.0 o3 1 I I e
Qther dollaripaymients: L Tt r o DS 91.0 O1. 0 o [
otal L er e e b e v el R e S L 1,136.6 271.1 159. 4 705.0

1 Includes (in millions): Industrial machinery and transportation equipment, $193; chemicals, $26; hides
and skins, $13; copper, lead, and zine, $15; cotton textiles, $54.

TaABLE 11.—Norway—Illustrative composition of imports of commodities and
services from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 198, at June 30, 1949 (at July 1, 197}, prices)

[In millions of dollars]

Possible sources and distribution
of financing
Total Sources
Import imports oot other New

dol]'fr than new United

earni;lgs United States

States funds

funds
Bread Braing. = - aoiooli iU b D ot N T 35.9 BE O e s e o
W ORTSBHETRINSE Sse e BBl L L 11.0 11001 e o | o
Fatsand ol anmmerete o o o0 oo b bk b Sar 9.9 2 e (8| |l el ST ]| e I
01175 < G A R - IR O 3.4 L N T B
100 R I TSR SRRl 9.9 5.1 4.8 |l S
Dyied fruit.d. ol Ao S ot 8o ToBARE L 0) e .9 B0 i R o O T Rt
25 7 L L RS vy T KIS A L N O .6 B s e i | o e o S
Colleelame. . oo snd | R et e o BN 10. 6 5.8 4, 8" | e
Otherfonds . Fefunty 1 - SN phs oo 2 oo e 2.9 O [ e
Stibtofal T . el S 85.1 75.5 0.8 |oncuans Summs
s 57 (oo e o UL SR R T ] s 6.2 6.2 [ s | s S
Cotbol. . onansmomrrmrerl sodmm b s o siminiadoits vl 3.6 b o i ey (gt
Agrieulturalimachinery. &l o - 11| SR ey SNy B 4.8
Patroleuln ProtuetsS: o oo c mom Ern b N Lo L e 15.0 16,0 [t e,
Iron and steel:

Finishod - ot sws e nely b naopad oo o SR o0 ool whigs 2.5 /0 1 i 4 18.9
Crude andisemifinishad = > eSS BENSRG S 500 S e (5" g e et u| A e Sk el ok 1.4
Prvieksior Jol comndmer R iaes Can s acle BE RN Wl S 00 S S e A e, o T 2.5
Steel eqguipmient s orvesls rroengaomad Bl © 0 | AN - B (Ve < bl k) o el R 2.5
Electricalieqiipmenty - oo o-eime gl b il - T 0 [ oy by ST 4.0
Othet INPortsileal cansiiwirhapa ol B 000 S GNNE. 98. 0 51.4 46.0 |...___ SNue.
Total commodity imports. - - - - oo 247. 6 157. 38 56. 2 34.1
Other dollar'payments. -2 2 s - L T S s e 6.0 [ 0 AT v | oo DT
O] e T N N 253. 6 163. 3 6. 2 34.1

1 Includes (in millions) machinery and transportation equipment, $46.
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TABLE 12.
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—Portugal and dependencies—Illustrative composition of imports of

commodities and services from Western Hemisphere and possible sources and
distribution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[In millions of dollars]

Possible sources and distribution

of financing

Total Sources

Import imports S iniacee other New

dollar th'iny new United

earnings ! United States

States funds

funds
T N S R A T <. SR e RS SRS 33.4 334 - |y B MERORT LUBIEDAIR ™
Searsegrains- - - - 12 L e A SoLriay 7.3 g Oparout LR AT iyl
L T [ O R e R R e o - MR PR 3.1 - M B SRR PSR]| ) e
Lo e R T e e el T e D 6.1 8 Y P ST BELEEHLL PO BT a RS N,
LT e S LS T B . S (e, RS 1.9 1.9 {sssetamea=20CINE Saf Il
T T T = .6 AL RTINS b
Lo SR R s P e W e LRSS - i CRERREE L O (O
SR e I S B T e T e R 53.1 i 8 | | RIS | 19 e
LD T i S e S b U A Rl g e e L 4.1 1 fCRIA IR BAN SRR oG ¢
T e e i S S Syt e M 2.0 v B | TR B SR, | ER R |
REREGRaRES = L e 3.4 S Al e I
Reocaliuralmachinery-. . o . . 3.1 gy IEBETENERS S T
Ol 2t et s el IR SO L G e A 9.5 (g e bl S S E W
R T AT g o s (6 A MR R S R SIS L VRN LTI 10.0 L1 SRR SO O B e T
T el L R T ST SRS i o5 5 4 L W WP SO I S ¢ S 4.5 o RN A
iron and steel, finished___________________ Tl 6.4 O PSRRI i ) e
T SR S e S St SO ST 7.0 7 N s LB o) | ipayeoppers ek
Eecinicalleqmpment. - - -2 e e 2.0 i) il B SRR SO (R NT RN
BRI DOEES 3.~ o L L e 31.8 o S S e st e
Total commodity 1mp01ts ........................ 136. 9 1369 2 o
LR R S ST SR CEIIS, S 7.4 rot” T A AR | S S

AP R 1 e el ERCRT I Ol ST AW RS AP S, R 144. 3 184 3 e s LR

! Including drawings of $72,000,000 on gold and foreign exchange resources.

2 Includes (in millions):

Fish, ‘i\h machinery and transportation equipment, $7; textiles and bagging $1.

TAaBLE 13.—Sweden—Illustrative composition of imports of commodities and
services from Western Hemisphere and possible sources and distribution of

financing, Apr.

[In millions of dollars]

1, 1948, to June 30, 1949 (at July 1, 1947, prices)

Possible sources and distribution
of financing
Total Sources
Import imports Swedish other New

i e than new United

:_‘n United States

earnings TLIGRK Sl b

States funds

funds

Brm(l grd"]s ___________________________________________ 19. 1 14.3 B8 fancded s naies
BB IEeIPTAINS - - o cnsmnnne v B LT el S ST 5.9 8:Q | i umm e PA T B BRY
Fats T R S S R R L R 1. Tl R
Ty e e e L L S N A S By RS 11.8 I o 10 O AR b il
L e . S : 7.3 2.5 LB Ll
s T IR AT TR TN T L . 1, L (SO, SO 5.1 k- lowstm e hiasmials & dtwsie SR
S g e R RS PR R B R I R I, 1 O Lot Lo e AEST AL SN, SAIES NS
[ Ot e & ore o o) e e e B o o ey e s B I S 1, 1 Yl s ol [ e e B Sda
B e B L e b oo o o 553103 o B o 30.4 16. 1 14. 3 e e
Ptherfoods. - - .- .- Sl B R s oD N L, 1141 1 b o B L8 o
B L B e s = s St e i e ks 101, 2 5B 23.9 BOR . <.
B R B b ey et e e i i e o 5 e T 9.6 0B 18 A TTPOAN | 1 §  e
S R R T A A R N S 20, 4 20. 4 ¥ =
L D S S L S T 1.2 1.2 AT (.
e ek S O SR I A G SR RESLEERE A L ] 0 [ESEE IO R AN
Agricultural nm(hmvlv ,,,,,,,,,,,,,,,,,,,,,,, e 12,7 e 12. 7

70529—48—pt. 1——9
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TaBLE 13.—Sweden—Illustrative composition of imports of commodities and
services from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)—Continued

[In millions of

dollars]

Possible sources and distribution

of financing

Total Sources
Import imports Swedisls other New
o e than new United
iy United States
b States funds
funds
Petrolenm nroduiets: . od-s Ba i oy A3 lee L ClCag B! 58.3 5834 toiia s e Tillea
Jron and steel: . Finished ‘i & st h diwiaiy fue. (i A o 201 .7 %) 1 RS It e
ORI rial Soseitvitigb” T T G TR | L o B ou i 12252l - s ciale BN BN SER 12.2
Rleetrical eQRIPMIENt: . s8 0 - Ae: o v Fom sy i Sh e o 4L | PRS0 R R s 8.0
Othepimportad -+ =" P &4 0 DRare il Dl i 238.3 219.5 18,8 |- 10 Sk NS
‘Fotal commodily importSic- o ows . Soo s ooe: 498. 5 422.9 42.7 32.9

1 Includes (in millions): Copper, $16; lead, $6; chemicals, $53; machinery and transportation equipment,
8.

TABLE 14.

Switzerland—Illustrative composition of imports of commodities and

services from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 19}7, prices)

[In millions of dollars]

Possible sources and distribution'

of financing

4 Total Sources
Import imports AN other New
(kio]lé.r than new United
fEi g United States
CRRILRES States funds
funds
Breadtgrains: P4 305 SHG, ATV, 0V Y ameE . T5AR 5652 D62l ey Beoats (28
Coarsegraims: - - "% Mgy CAOE b sl bay 8 43.8 D3RR S N [T
Hatgan@ oils: . 50 s sOns Sal e hap 80 TR0 e S 8.5 R [ e R
Oilicake. = .- cio, SR CSSSRNEREE S e D R N D2 2.2 | L iawiingy LI5S S
10 (o oo o3 PP il A e S S i S S R s AR B *20. 4 7. VS| RS e 8
o o | S S M Gl e I G S B DT 0. 7 |5 o E e S
b Do G RN ol P IR ok ) WP Sl SOV ey O1E L0 61 i 130 D LI S TR T
BIrled-Trait: - wesd e fialligin s o b svdotee b e o g Ll e .2 G T LR T O [ORRRa L T
13410 SN TR £ DRI S e W i Bt TRV T SRR R s Gl 1.4 | RE7 ) | I (T
6700 {37 R A TN gl B AR i et g R i oot i e 1 ) I8 I8 L e i | L
Ofher-foods: Fo ot A3 Bl e U8 et ST v 9.5 (15 1 LRSS | DMl
1201 e R PR s T Ul L ek e B SR I S 165. 2 106520 e e e
"Fobigen s 17 “ sty LG E AR Tl St s Tl 8.4 T R e
Cotlion 25:: Y Subiats V4L RRIRBANE & 00 st Ty 14.0 142 Okl . oo o 2o Gl
Agriculinral miagchmeny: s Shaai i e e R e e 126 BT Y A e [l
5101 Eih g oty i Bl kil nd ot St RN o CrisSR AL R W 4.0 W14 PR
PRIolaum PROOUCES: = 1 4 S sawp e s gt N SR s o S a e G 12.0 ) 1 b s s
oo o3 iepumeip e Sl pinopld S A8 Uit DTN o O BRI (0 156 11705 17 e L et
Iron and steel:
Finishedl: s 250 ot -ad B o b SR, oo dol Uluyh 275 Py o R [ e
Crude and semmfinished: £2 o 0 o8 8k eyl b ol 1.4 Tod [on ol 4 2" R | EE T
139 T80 o 2) 0 B 0 ST WOV BRI i el it il = 1 S G N g '9 o7 DN B L
IracKS: 25, i il Pt L e b s B e 1.0 0 T DRI 0 | S L
Electrical equipment. . g i o od e et n s vend L 1.0 Vo 0 DGOSR e L
QbhprampOortiST: ~: ool FXegs Rl @ et e 187.0 I87.0 | e i S
Total:commodity:imports. .. W& el oo §eid | 424.9 494, 07| T e e
Nebdpaaghloci: o siis b i A N e S S ST NG ‘ 110.0 190, 0|0l s iae i ar M
5\ 1) (SRR R i SRR ) fan LR U \ 534.9 |

! Includes (in millions): Machinery and transportation equipment, $44;'chumicnls $30; copper, $11; in-

struments and apparatus, $11.

? Switzerland has net dollar earnings on current account.
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TABLE 15.—Turkey—Illustrative composition of imports of commodities and
servicqs from Western Hemisphere and possible sources and distribution of
financing, Apr. 1, 19)8, to June 30, 1949 (at July 1, 1947, prices)

[In milliouns of dollars]

Possible sources and distribution
of financing
|
Total Sources
Import imports Turkish other New
dollar than new ‘ United
aAry I United | States
& States | funds
funds |
e BRI GRS TR Wl TR P 0.3 iz i o 1 ____________
| |
Bightotalt- T o es it .3 S| s oo B e A
Uy D g S el A Il L T, el s e .6 abll T o E TS
Rviegliura]l machinery. . -..c.ooceo bl o Colcbo o oL 7.9 oy B Y bosimr o Janum
L T 0T A A S i, 0 L R 1.0 § ) i PP [T e
Fetoleum products. ..o i 7.5 R RN Y Ty .
grantand. Steel: \Binished! = soo i Lol e gmncy Lo L 5.0 8.0 et T ] ____________
T e S I, 9.0 R CE ot | IR e Ty
Bamberequipment o T o1 tak T 8 SR i .4 .4 b it n S | [ g =
e A T T R Y ) 0012y 1 S .5 - s SR SOl 2.0 PP N aa el held BV A TL
o T A A R R i e -~ D e (S 25.2 2 n e L } ____________
Total commodity INPOrLS. i cocode ol cmacibeonas 58.9 A | ARG s ey R S8 ety
e i e — 4.7 S e ey o R Bt
@iher dollar payments. .. ... .. ... Sl Sl s R 5.4 b A et L TR
e e S R R S N R 69.0 Y ST =
| f

1 Includes (in millions): Chemicals, $6; machinery and precision instruments, $4.
2 Turkey has small net dollar earnings on current account.

TaBLE 16.—United Kingdom and dependencies

Illustrative composition of im-

ports of commodities and services from Western Hemisphere and possible
sources and distribution of financing, Apr. 1, 19/8, to June 30, 1949 (at July

1, 1947, prices)

[In millions of dollars]

Possible sources and distribution

of financing

Total Sources

Import imports United other New

Kingdom than new United

dollar United States

earnings States funds

funds
T RN R N N I . | O Jalee . 436.4 |...... : 238. 1 198. 3
T L e e s o S Loy e eyl 2o 114 5t ) (R 38.1 | 83. 6
TR (0 T e S L R o e i et 2 G B e 38. 1| 90. 2
D e e R R R ST Ll (U0, SO RN Al 43.1 3 19.0 | 24. 1
L e M e R PR : 147.1 5 19.0 | 128. 1
g Laes BTN B RO TR 4 L SN I, FET B20 | sz 33.3 206, 2
IR PO TGl Smsrssrs w85 o =t S e e S aa me e 164. 2 | 164. 2
e T S R R e e ot e e i Lo L 75.9 IS 75.9
I Bt s . b b o i ot e e 17. 1 | 17. 1
R PR A S SN ) A 37.9 ‘ 37.9
RIS Geme s (Mo £ o ) " 18. 0 £ 8 | 13. 2
Other foods. . e 61.0 : 61. 0
s R S RSP SR . I 1, 580. 2 300. 4 | 1,189. 8
e (A S R Nt e e O 160. 4 | 160. 4
Cotton____ o s 7+ o110 o [P SSSE R SR | 226. 6
LT o R W S o S Byt 1.4 ‘ 1. 4
e e e e SR : . b .5
Agricultural machinery . 20. 8 20. 8
L e et e S e 12, 1 ‘ 12 1
e AN achiner V. .o itndmin - ~ 32.6 1 32.6
s R a0 qa 70 hb o P A S S R e S 190. 6 190. 6 :

L Rl e R el et Lipdls WA LG Rt 212. 8 18BN e i 00 56. 5
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TaBLE 16.—United Kingdom and dependencies—Illustrative composition of im-
ports of comomdities and services from Western Hemisphere and possible
sources and distribution of financing, Apr. 1, 1948, to June 30, 1949 (at July
1, 197, prices)—Continued

[In millions of dollars]

Possible sources and distribution
of financing
Total Sources
Import imports United other New
Kingdom | than new United
dollar United States
earnings States funds
funds
Iron and steel:
Kimigheghete oSl e s e 14.3 14,8 §o o ]
Cridesndisemiifinished . - __ . - k-0 ' G s 56. 0 o R T Sl e
ITOINOTe R, o e e Ceeilie 10" a - PL RN b e o o I L S | e 8.8
Steeledpment:L . ocona ot Sou oo nt M e i Birbiifle o Amimea Lo [ LR TR TR el 8.5
Bimberioguipmentes wasludve 2o w0 Wl oo 5 oo b s [ [T s e (BN 1.7
Electrical equipment. ... oo . - & ;1 0 (R I e, = L L e 40.5
Other APORES A T B S o R A 1,622.4 1,594.5 27. B N CHr -
Total commodity imports________________________ 4,190. 2 2,011.7 418.3 1, 760. 2
Nefdreightes)l P48 oot S e P e S W P 59.0 59. 0| comsunminias]on ta R
Ofher dollarpgymments o e oe. o8 Tl w0 Ln T Bl _ 62.0 62.0 |- o al e
Potnl e st alss ST e G D a8 Py | 4 311.2 2,132.7 418.3 1, 760. 2

1 Includes (in millions): Chemicals, $109; copper, $80; tin, $44; lead, $37; zine, $35; aluminum, $75; wood,
pulp, $48; newsprint, $24; hides and skins and leather, $87; machinery and equipment, $371; fish, $29; wool, $33.

TasLe 17.—Western Germany, Bizone—Illustrative composition of imports of
commodities and services from Western Hemisphere and possible sources and
distribution of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[In millions of dollars]

Possible sources and distribution
of financing
: Total Sources
Tmport imports Bisonsl other New

dollar than new United

eqr'“h‘] g United States

: g States funds

funds

Broad praingd  SChlees T s Sis i W - SN0y Gl el b1 I Y R P e I e e 284, 6
Coarselapaing. =T 4 SIS B R 13 Y 10 NI 1 do-e 1o Bl gL L i 5.1
oty aRdlolls. SPRGREE & dPENISR L st SR .7 1 T PO Al W ) e Sl Detpane i 4.5
SHoaries ¥ . SRS K SRR W T s = 27 D) | g Lo ST S S 27.5
Neatiies. - 0F  EREGER 0 SO . O R A G2 | S e PR R 6.2
R PEOUCES e e ;2 N T BT X o el B RS Wi, . oy 9.9
Bt it 1) P RPN S SRR, SO B Jeady oot L ot CR A R 5.6
CotleoMPasemils ¢ 2f = 58 we b’ S50 vy’ LI o Rl R LT | IR 2.2
077517 (17070 C PR L I S S S et . S, (S 239 |- s L S SRk 23.9
snbtotal ol herad oo s e e o S :LEO ) R ¢ S el ST 438.4
P OhACCOLE, o ECRIE 00 1t = ol T R o e LW ST E s A Nl e IE ke ke 16.1
 BY07e ro) NSNS C R (I PSR T T T SR 5 oo e e e R 66. 5
Mitrogen o T msthe bl t LSl ST e e BT AT 0l | T | SIS L 12,0
PHOSHRARSA = e bl de BB E TS S Ll alin ot e gl T LY i e | Il e 1 |
Agricultural machinery. . _____________________________ Sed |5 BT RRRC N SO o 8.4
NEning miacinery. -t 4 o Soitis 0w wi o wosuif L O, | | L 28.0
Petrolenm products i T & ca e Rea we s w00 D10 PAE | 20 S 22.5
ek 5 Mot r oo L LI e Ll et b e ST e (v 0 1 | S ot | e el 5 9.4
Erpightcarsl). o co oeomdinele s in il Mipiomm 0L L e 0 I | Sl L 60.0
Timbercouipment i Sadie i) 8 e e L R0 RN TR0 e R, .3
Electrical equipment soon oo« L "k o mde iy 5 SR T B0 | L R e e 5.0
Ofher IMports . .. o - 3 RERTOET e e 212.4 I (R 112.8
Total commodity imports.__ .. 880. 1 DF.8 /e S 780. 5
Wet freight. [ .. s rer UL LRI Sl S L IS0 eners o § ol sl Sl & 134.0
Total 2. o b VLol 30 S e o i s o 1,014.1 00 B e 914. 5

! Includes (in millions): Copper, lead, and zine, $18; hides and skins, $9; seeds, $22. : ]

? In addition to its dollar requirements for imports from the Western Hemisphere, bizonal Germany will
have an uncovered dollar deficit of $200,000,000 with nonparticipating countries outside the Western Hemis-
phere. This deficit is made up of the following items (in millions): Wool, §71; bemp, $6.5; lead, $10; coarse
grains, $28.5; cotton, $16.6; other raw materials, $26.6; freight, $26.8.
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TABLE 18.—Germany, French zone—Illustrative composition of imports of com-

modities and services from
distribution of financing, Apr. 1, 1

[In millions of dollars]

Western Hemisphere and possible sources and
948, to June 30, 1949 (at July 1, 1947, prices)

Possible sources and distribution
of financing
Total Sources
Import imports French other New

zone than new United

dollar United States

earnings States funds

funds

127 (127 g0 oL e NP N ¢ (0 ¥l CN I (RS O, ERN ) B Bh Bl s boe b i ] KN fdle 44.6
BT T B B T A (s ) et ) S e 1.6
T e S R syt b Bastielon TTEENEY dygm  Eas 5L b s CE RS Ee ) Ll .3
SO G IR RN AL B o T S R 5ol AN 3 I T AR5 vaa kA L KRR E e LI SOWIee 46. 5
T I e T Al SR T ST S S I | Qolfhot LLE o Lhese 84 3 2.0
L T o g A o M e E Leieaes 8 R TONE oo T e A e 16.7
N ericniturabnachinery 2yl e aeyadimaa. S Son ] s iy By Lay ol sepech gegh 31T 1 |
L E T 0 Y] 09 616 15 Le] 1 e N L S BiLas et mioo Sl o oEr 8.7
e rInents s h T e Cuehed TRE SNy SA LR LT R AN MR 45 PN M Al S i R |
L T O Gt e N A R T RN N VIO SRS NENE 16. 2 T RN 4.7
iBoinl caramod ity imports. ceo s loomsion o Lipl e 91.9 1B ) bl s g Sttt 80. 4
R T e e et el el e T - S e 1.3 G | (R - T
T e T R~ SN 1. SR S el 93.2 128 LEE ¢ ... .8 80. 4
TABLE Germany, Saar—Illustrative composition of imports of commodities

and services from Western Hemisphere and possible sources and distribution
of financing, Apr. 1, 1948, to June 30, 1949 (at July 1, 1947, prices)

[In millions of dollars]

Possible sources and distribution
of financing
Total Sources
Import imports Rans other New
«it;l‘l'u' than new | United
earnings United | States
s = States | funds
funds |
o s 5L
b g e e E R EP L e o SRR B S (VR SR LS e Se e o a8 7.0
TR e A S I . Sl N .6 0.6 - A
R B RO R DAF N L L s 1. 0 1.0
IS, o o i e A A A b R TR e edS i ) e y
Bubtobal . Sl s bis it aonioy 21 I et 9.4 2.4 7.0
Ty e A N W 2 ! .93 P T L, A L :
B maokinery L L D L s 3.9 3.0
b TR TR | A - S
Total commodity imports.___ .. _____ 13. 6 2.7 10. 9

The CHAIRMAN.
you going to break down——

Are you going to break down—I do not mean are

\ll]bl\\.l(l()l Douveras. I probably will before the afternoon is over.

The CIirAIRMAN.

Are you going to break down the figures of $6,-

800.000.000 into loans and or ants, and so forth ?

Amlnsxulm Dovcras. You remember, T think it was yesterday,
Senator Wiley asked a question as to how much of the $6,800,000,000
was to be in the form of loans, how much in the form of orants, and
the u'ply then was—I am afraid it must be the same reply today—
that the National Advisory Council determines, in consultation with
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the Administrator, how much shall be in loans and how much shall
be in grants. The National Advisory Council calculates that the
amount of the $6,800,000,000 which will be represented by loans will
vary between 20 and 40 percent, and the balance will be in grants,

The CuamrMaN. The 6.8 billion then is all, either loans or grants,
Is that correct?

Ambassador Doueras. That is right, sir.

The Cuamrman. Any financing that is done through the World
Bank or through the Export-Import Bank is in addition to the $6,-
800,000,000

Ambassador Doucras. That is right, sir.

The CramrMAN. Is that a final and conclusive answer or is it not
possible that the evolution of the plan miglhit transfer some of the loans
from us to the bank?

Ambassador Douveras. That is always possible, Senator. The of-
ficials of the bank will speak to the point much more effectively than
can I. The bank, of course, operates under certain restrictions.
Whether it can absorb any of this 6.8 billion or not I am not prepared
to say. You see, we have already included $500,000,000, or rather,
already subtracted from the over-all deficiency, $500,000,000, on ac-
count of credit extended by the bank on the one hand, that is the
International Bank, credit extended by the Export-Import Bank, and
private financing.

Senator Lopee. Mr. Chairman, is it possible at this point to put the
figures into the record showing how it is expected that these funds
will be allocated as between countries, or is not enough known for
that?

Ambassador Doucras. We have a country by country study which
has not yet been completed. We have the studies for five countries,
Senator.

I have here the balance of payment figures for the countries which
J would be very glad to insert in the record. This does not necessarily
indicate the way in which the commodities or the credits will neces-
sarily be distributed.

Senator Lopge. It is not a promise?

Ambassador Dovcras. No. For example, there are some countries
on this list that show a deficiency in their balance of payments but
which will, we are confident, because of their ability, pay in cash on
the barrel head. And there are others whose balance of payments
shows a deficiency that will doubtless be able to finance part of the
deficiency through private lines of credit.

So I would be very glad to insert this into the record at this point
with that understanding. Yes; I think it might be of value, Senator.
I will do whatever you suggest.

The Cramman. If there is no objection it will be inserted in the
record for what it is worth. Obviously it is not too conclusive.

Ambassador Doveras. Take for example Norway and Sweden on
this list of participating countries: it is not contemplated that they
will receive any aid or support from the United States Government,
except in the form of loans, and there are two or three other countries
that will receive no aid because they have cash. They will be able to
pay on the barrel head.

(Figures showing deficiencies as between countries are as follows:)
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EsrimaTeEp DEFICITS ON CURRENT ACCOUNT OF EUROPEAN COUNTRIES
ParricreaTiNG IN THE Prorosep EuroreaNn Recovery Procram,
DecEMBER 31, 1947

The proposed United States support for a European recovery pro-
gram, as presented by the executive branch to the Congress, is based
bubstantlallv on the estimated balance of payments p051t10ns of the
partlclpatmor countries with the Western Hemisphere for the period
of the proposed program. The estimated deficit and surplus balances
on current account which have been prepared by the executive branch
for each participating country are presented in the attached tables.

The exeutive branch concludes that approximately 15 percent of
the combined deficits with the Western Hemisphere for the period
April 1948 through June 1949 can be financed from sources other than
new United States Treasury funds, although the percentage of the
deficits of individual participating countries s that can thus be financed
will vary greatly from country to counrty.

The attached tables also show the estimated deficits and surpluses
of the participating countries with nonparticipating countries out-
side the Western Hemisphere. The executive branch hasnot requested
any authorization to cover the partlmpfltm(r countries’ deficits with
this area except for a certain portion in the case of bizone Germany.

The nature of a deficit balance on current account can be briefly
stated in the following terms. Transactions between a particular
country and other countries such as imports and exports of merchan-
dise and services, earnings of interest, amortization, dividends and
profits, and transfers of remittances, are customarily regarded as “on
current account.” These transactions result in payments and receipts.
If a particular country’s receipts from foreign countries are smaller
than its payments to foreign countries w ithin a certain period, it has
incurred a deficit on current account. It can only incur such a deficit
if it has reserves of gold, foreign exchange, or other foreign assets
which are used to settle the doﬁmt or if it receives credits or grants,
or if foreigners make new investments within that country.

An estimate of a deficit in a particular country’s balance of pay-
ments for a future period should not be regarded primarily as a fore-

cast. Rather, it is a measure of the country’s need for outside assist-
ance to supplem( nt use of its own resources in achieving certain levels
of consumption and investment. The deficits in the b: alances of pay-
ments of countries participating in the proposed European recovery
prmrmm as estimated by the “executive branch, are the measures
of their external needs for maintenance of tolerable living standards
and achievement of self-supporting economies.

(Nore.—Attention is directed to the fact that the individual country
balances in the attached tables have not been adjusted for changes in
export and import prices, and in freight rates, that may occur duri ing
the period. Such adjustments have been confined to the combined
balances of all the participating countries. )
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Estimated surplus (4 ) or deficit (—) of ERP countries on current account with
total Western Hemisphere, by country and by period, 194852

[In millions of dollars]

Total,
: April to | 1948 to April 1949to | 1950to | 1951 to | Grand
Country June 1948|1949 1948 to 1950 1951 1952 total
June 1949
1o AAMSEEA, . o e T —43 —151 —194 —200 —107 —152 —713
2. Belgium-Luxemburg . ... —106 —439 —545 —372 —311 24011 it
3. Belgian dependencies ______ +5 421 +-26 111 i +11 155
4 Doomaik .y (i )05 i, —30 —162 —192 —143 —128 —119 —582
T PO T SR e e —30 —121 —151 —122 —117 =107 —497
T 1)V 7 et e e il g e e —310 —1, 090 —1, 400 —778 —493 —253 —2,924
7. French dependencies_______ —29 —134 —163 —111 —90 —50 —414
8B abireace Tae . o RN L ) —37 —157 —194 =115 —87 —id —473
9 lcelandsdiiy JLAT “THRREIE —2 —10 —12 =g —9 —8 —38
TR T R T S R ) —197 —780 —977 —759 —615 —562 —2,913
11. Netherlands " T'7F = —155 —659 —814 —616 —583 —499 —2,512
12. Dutch dependencies________ —6 —45 —51 +33 +39 +55 +76
13, INOIWEN e oo ks o —14 —76 —90 —68 —49 —27 —24
1V Poptagal JL1 SIIIA TN —19 —55 —74 —38 —32 —24 —168
15. Portuguese dependencies_ __ | _________ +3 +3 +-2 +8 15 +18
16. SW(‘dC‘D _____________________ —10 —65 —75 +13 +60 +78 +76
17 :Switzerlandl v si bl +6 —+20 +26 +23 +29 +22 +100
I8 Thrkey  oe 20— T e 17 —5 +2 —10 —6 —4 —18
19. 'WUnited Kingdom). .11 . —567 —1, 923 —2,490 —1, 559 —1, 341 —1, 265 —6, 655
20. British dependencies_ ... +50 4260 +310 +284 +333 +380 | +1,307
Germany:

21.° Bizonebs ls, - tousng $xesn —165 —750 —915 —708 —486 —390 —2' 496
22 French zone____________ —15 —66 —81 —i3 = =17 =310
23 Saard L e R Y (1R% 4 —2 * -9 —11 —14 —14 —14 —53
24, Combined balance on cur-

rent account (at July 1,

1947, prices) ... ... .. —1,669 | —6,303 | —8,062 | =52334 | —4,126 | —3,323| —20,845
25. Adjustment for savings in

dollar shipping services b__ +10 —+90 +100 +134 +86 +30 +350
26. Total adjusted for savings

on'shipping !t S0 uis CiTas —1,659 | —6,303 | —7,962 | —5,200| —4,040 | —3,293 | -—20,495
27. Adjustment for higher

priees’e, . = o) (=115)|  (—450) —565 —395 —339 —201 | —1,500
28. Adjusted balance (upper

Toval) o tdon i oy e Ly —6,753 | —8,527 | —5,595 | —4,379 | —3,584 | —22085
29. Adjustment for lower prices

and lower freight ratés____| ¢—115 c—450 c—565 d+142 «4-578 /149164  +1,071
30. Adjusted balance (lower !

T6 Ty Fishirais -y Rertive by —1,774 | —6,753 | —8,527 | —5,058 | —3,462 | —2,377| -—19,4%4
31. Range of adjusted estimates .8 .ol 500 Gl - e . o

(in billions of dollars) to e = ¥ & = by

: G S | —is R =88 —5.6 —4.4 —3.6 —-22.1

NotE.—For footnotes referred to by letter symbols in above table, see corresponding symbols on p. 138.

Estimated surplus (+) or deficit (—) of ERP countries on current account with
United States, by country and by period

ek ok ik ok ok ok
SN

16.

[
=

18
19

SR~ O =W =

[In milliéns of dollars]

Country

. AnStrigt sy . ¥ 4. g4k o W)
Belgium-Luxemburg _____
Belgian dependencies
Denmark
Trelind S i s o dic gy il
BEramepr . - & ® T o e
French dependencies_ ______
. Greece

- Gl yresaR . W AES W,
. Netherlands . foTe e o0 |
. Dutch dependencies
. Norway
. EOT ] e e e
. Portuguese dependencies_ __
Sweden . o DaEie o e
. Switzerland
« Lurkeys 0% LSS
. United Kingdom

April to
June 1948

1948 to
1949

Total,
A pril 1949 to
1948 to 1950
June 1949
—140 —144
—398 —238
27 +16
—92 —57
—56 —35
—1, 158 —673
—04 —50
—131 —76
—8 —7
—733 — 566
—478 —321
463 232
—59 —46
—43 —18
+5 +6
—46 nra
+12 +10
==1 —
-1, 132 —692

1950 to
1951

—166
—167
+12
—45
—22
—500
—37
_._V',’;'
—6
—480
—283
-+-231
—27
—12
-+11
+26
+19

L ]

=551 |

1951 to
1952

—99
—131
+15
—43
—14
—324
-2
—48
-5
—483
— 248
+242
-7
—3
+8
45
+20
— )

—510
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Grand
total

—499
—034
+70
—237
—127
—2, 655
—183
—312
-
—22, 62
—=1,33%0
+-768
—130
=76

<+ 30
+18
461

—2, 880
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Estimated surplus (+) or deficit (—) of ERP countries on current account with
United States, by country and by period—Continued

| | |
l | | Total, | ‘
Coniley April to | 1948to | April [ 1949 to 1950 to | 1951 to Grand
. June 1948 1949 1948 to ) 1950 1951 | 1952 total
June 1949 | !
\ . |
20. British dependencies_______ -+70 -+300 | -+370 +323 +373 +421 ! +1, 487
Germany: [ |
21. T s T —1304| = ss A g —535|  —3m{ - —32| <500
22. Frenchzone __.________ —13 | —33 | —46 —68 | —59 —65 —238
23. S R T o LSRN -2 | —7 | —9 | —15 —14 | —15 —53
24. Combined balance on cur- 1 | }
rent account (at July 1, | |
047 priees) .. Lo | —1,014 —38, 50 ‘ —4, 864 —2,965 | —2,079 = 1, 570 —11, 478
25. Adjustment for saving in | | ' | '
dollars shipping services b_ -+10 | +90 | +100 ’ +134 +-86 | “+30 +-350
26. Total adjusted for savings ' | | ‘
on shipping._. . . _ —1,004 | —3,760 | —4,764 —2, 831 —1, 993 ‘ —1, 540 —11,128
27. Adjustment for higher I |
DEIGaSER S - ¢ 8k —84 —328 I —412 | —284 —o41 | —207 —1, 144
28. Adjusted balance (upper |
LEnday e et I 9 R —1,088 | —4,088 —5, 176 -3, 115 —2, 234 | —1, 747 —12, 272
29. Adjustment for lower prices | | l |
and Jower freight rates____ (e—84)| (#—328) e—412 | a4-28 4257 /4422 +295
30. Adjusted balance (lower j |
157l R 2 R i SR —I[,;088 {| =4, (88| &==5"176 —2, 803 —1, 736 —1,118 { —10, 833
—1.1 —4.1| =52| =28 -1.7 —1.1 —10.8
31. Range of adjusted estimates_|- to to ‘ to | to ‘ to w to to
- - —41 | —5.2 | —31|  -23 | i T ~12.3

Note.—For footnotes referred to by letter symbols in above table, see corresponding symbols on p. 138.

Estimated surplus (+) or deficit (—) of ERP countries on current account with
other Western Hemisphere, by country and by period

[In millions of dollars]

Total,
C e April to 1948 to April 1949 to 1950 to 1951 to Grand
SRALIRL June 1948 | 1949 1048 to 1950 1951 1952 total
June 1949
IEEANSERIS. e = o —10 — 44 —54 —56 —51 ‘ —53 —214
2. Belgium-Luxemburg___.___. —26 —121 — 147 — 13»} —1 1} ’ —115 —:'.41_)
3. Belgian dependencies_ . ___ —1 I—] -5 | —:{» ‘ —4 —i:,
SSPenmark_ . ______. ik —12 —88 —100 —86 | —8: ‘ —76 —345
TR U R N R T —20 —75 —96 —87 —95 —93 —370
O LU e ] S S S S —55 — 187 —242 —105 +7 +71 —269
7. French dependencies_ . _____ —9 —60 —H‘.; -(;1 —:’;3 —1; —‘f:&:
8. Greece e A e . —6 —57 — B¢ —39 —30 —29 —16
e Bt 3 —4 =3 =3 -3 | —12
I A s —48 —196 —244 —193 —135 —79 | —651
B Netherlands. - ovooooooa-- —59 —277 —336 —295 —300 —251 —1, 182
12. Dutch dependencies__ - - —18 —96 —ll{»l —l‘.:st — I‘.:‘._: —187 —692
R OTWaY. .- : 4 —7 —24 —31 —22 —22 —20 —95
14. Portugal .___ o . —9 —22 —31 —20 | —20 | —21 —92
15. Portuguese dependencies S —2 =2 —)4 +—{-: +~{.: —12
16. Sweden ) —3 —26 —29 ~+20 3 3 +-58
17. Switzerland B ST +3 | =11 +14 +13 -+ li: +2 | :l“l’
18. Turkey e 41 =% +1 == et —2 -
19. United Kingdom . —326 | -—1,032 —1, 358 —Hf'v.‘ — 790 —755 —3, T?()
20. British dependencies —20 —40 —60 —39 —40 —41 —180
Germany: |
21. Bizone el —31 —165 —196 —173 3118 —68 55O
22. French zone____ L —2 —33 —35 —10 —15 —12 —72
23. Saar _.____ ’ e L . -2 —2 =] bl o +1 RIS i
24, Combined balance on cur-
rent account (at July 1,
1947, prices) . ¥ — 655 —2, 543 —3, 198 —2, 369 —2 047 —1,753 —9 367
25. Adjustment for higher
prices e - —31 —122 —153 —111 — 98 —84 —446
26. Adjusted balance (upper Y
level) ___ ) — 686 —2, 665 —3, 351 —2, 480 —2, 145 —1, 837 -9, 813
27. Adjustment for lower prices
and lower freight rates ¢_- c(—31)| c(—122) ¢—153 d-+114| e <321 f 4494 +-776
28. Adjuste alance
m]](!l\?:-}; d 8. ]),ll_m(_( i (»l(l\\>( ' — 686 —2, 665 -3, 351 —2, 25656 -1, 726 -1, 259 —8 591
l —0.7 —2.6 —-3.3 —2.. -1.7 -1.3 —8.6
29. Range of adjusted gstimates l to to to to to to to
—-0.7 —2.6 3.3 —-2.5 —-2.1 —1.8 0.8

NoTe.—For footnotes referred to by letter symbols in above table, see corresponding symbols on p. 138,

George C. Marshall Foundation, Lexington, Virginia
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Estimated surplus (+) or deficit (—) of ERP countries on current account with
other nonparticipating areas, by country and by period

[In millions of dollars]

Total,
April to | 1948 to April 1949 to 1950 to 1951 to Grand
Country June 1948 | 1949 1948 to 1950 1951 1952 total
June 1949
Lo Anstrigame ¢ Seael o —17 —84 —101 —55 —32 +5 —183
2. Belgium-Luxemburg._.____ —16 —82 —98 —75 —59 —53 —285
3.. Belgian dependencies-.. .. |oe-cer s onfthencn oot oten 0 -1 +2 +1 +2
4. Dennark.- = s-oatt e - L —18 —54 —72 —28 +5 +23 —72
badreland. i oo pmottnarn e oo —! —34 —42 —41 -39 —40 —162
O Fyance wrr £ L eoCEL —95 —236 —331 —266 —272 —160 —1.029
7. French dependencies______. -5 —27 —32 —35 —33 —43 —143
ReGrogde e oo o U Soi o —7 —59 —66 —42 —33 —36 {77
O Tcalandes riebe Sialiidye 8 o 2 —1 -2 -3 =] ot S E etV ==}
10=aly-deced b o Uhendy & —8 —45 —53 +67 +115 +227 +356
13. Netherlands. .- oo Lo —24 —106 —130 —62 —46 —24 —262
12. Dutch dependencies________ —11 —44 —55 | —44 +26 +19 —54
13.: Norway. c. -l it —14 —48 —62 —44 —29 —-27 —162
ldse Portingnle ko chasko o, o | —4 -19 —23 —12 —17 —20 —72
15. Portuguese dependencies. . +7 +33 +40 +32 +28 +29 +129
19 Bweden -2 Lo T wmale ko —17 —68 —85 —43 -21 -5 —154
17.-Switzerland: - ool gos +19 +33 +52 +41 -+50 +76 +219
IREfptkeypere f . ) e, - L +4 -+63 +67 +30 +31 +28 +156
19. United Kingdom__________._ +172 +816 -+988 +937 +946 +963 +3, 834
20. British dependencies. .. ... —50 —204 —254 —207 —225 —223 —009
Germany:

21, Birongs i Seder . —41 —267 —308 —222 y 277 —265 —1,072
22, French zone____________ -3 —13 —16 —22 —24 —-20 —82
23. T O S L s -1 -5 —6 -8 -8 -9 -31

24, Combined balance on cur-

rent account (at July 1,
1947 yprices). it st uoiimi s —138 —452 —590 -102 +88 +446 —158

25. Adjustment for higher
103 L R B 0, T & —42 —179 —221 —180 —183 —172 —756

26. Adjusted balance (upper
1avalfuvin® Lk ot it Built & —180 —631 —811 —282 —95 +274 —014

27. Adjustment for lower prices
and lower freight rates e__ e(—42)| ¢(—179)| <(—221) d—16 1167 14327 +257

28, Adjusted balance (lower
e e e —180 —631 —811 —118 +255 +773 +99
—(0.2 —0.6 —0.8 —0:1 =+0.3 —+0.8 +0.1
29. Range of adjusted estimates. { t,_oo'z t_(_’o‘ﬁ t_OO. 8 t‘f- 03 t—oo.l E{_’O. 2 t0—0.9

Note.—For footnotes referred to by letter qymbols in above table, see corresponding symbols on p. 138,

Total estimated surplus (+) or deficit (—) of ERP countries on current account,*
by country and by period, 1948-52

[In millions of dollars]

Total,
Ootintey April to | 1948 to April 1949 to 1950 to 1951 to Girand
< June 1948 1949 1948 to 1950 1951 1952 total
June 1949
Yo Austrig et oo AW —60 —235 —295 —255 —199 —147 —896
2. Belgium-Luxemburg._ ______ —122 —521 —643 —447 —370 —299 -1, 759
3. Belgian dependencies._____ +5 +21 +26 410 +9 +12 +-57
4. Denmark - . & S5 T I as o —A48 —216 —264 —171 —123 —96 — 604
O Ireland. gic o ool et i R —38 —155 —193 —163 —156 — 147 — 650
6. Franeg. s+ - Hap TN —405 -1, 326 -1, 731 —1,044 — 756 —413 —3, 953
7. French dependencies_______ —34 —161 —195 —146 —123 —93 —b557
8 ATOERR oo~ =iy Lty S —44 —216 —260 —157 —120 —113 —650
9. - Ieplang: . 0o Mol B - s el -3 —12 —15 —11 -9 —8 —43
10. Italy. S, N e —205 —825 -1, 030 —692 — 500 —335 —2, 557
11. Nethe erd\ ............. —179 —765 —944 —678 —629 —523 -2, 774
12. Dutch dependencies________ —17 —89 —106 —11 +65 +74 22
13 ;Norwan et sl bei o0 5 8 —28 —124 —i152 —112 —T78 —5H4 — 396
14, Portug‘ll___,_,_,,,__-1 ______ —23 —74 —97 —50 —49 —44 —240
15. Portuguese dependencies._ __ +7 +36 +43 +-34 +36 +-34 4147
16 Bwealen cen bot E g o 1 —27 —133 —160 —30 +39 +73 —T78
17. Switzerland' =0 L= 0 . -+25 -+53 +78 +64 +79 -+98 +319
18 Porkey e, = e Lo A T +11 +58 +69 +20 +25 +24 +138
19. United I\m"dom ___________ —395 -1, 107 -1, 502 —622 | —395 —302 -2, 821
20. British dqnendencms ................. +5() -+56 +77 | +108 +1567 | +398

George C. Marshall Foundation, Lexington, Virginia
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Total estimated surplus (-+4) or deficit (—) of ERP countries on current account,
by country and by period, 19}48-52—Continued

Total,
Country Aprilto | 1948 to April 1949 to 1950 to 1951 to Grand
June 1948 1949 1948 to 1950 1951 1952 total
June 1949
Germany:

-1 i 5T T e e e SRR —206 —1,017 —1,223 —930 —763 | —655 -3, 571
208 rencll zZone st —18 —79 —97 —100 —98 —97 —392
/5 ST el el s L -3 —14 —-17 —-22 —22 —23 —84
24. Combined balance on cur-

rent account (at July 1,

L ednle p ) LRl Bl e —1, 807 —6, 845 —8, 652 —5, 436 —4,038 —2, 877 —2,100
25. Ad]mtment for eavmgs in

dollar shipping service___._ “+10 —+90 +100 +134 +86 -+30 +350
26. Total adjusted for saving

EESIIp g : <4 A P —-1,797 | —6,755 | —8,5562 | -—5,302 | -—3,952 | -—2,847 —2,065
27. Adjustment for higher

T el R i B 0 e —157 —629 —786 —575 —522 —463 —2, 346
28. Adjusted balance (upper

I TeTE s L IR I, L —1,954 —7,384 —9, 338 —5,877 —4,474 -3, 310 —2,299
29. Adjustment for lower prices

and lower freight rates____| o (—157)| © (—629)| ¢ (—786)| d 4126 e 4745 | 1 41,243 +1, 328
30. Adjusted balance (lower

EEV AL Srptwh B Sl YT o —1,954 —7,384 —9, 338 —5,176 -3, 207 —1, 604 —1, 932
31. Range of adjusted esti- —2.0 —7.4 —9.3 —5.2 —3.2 —1.6 —19.9

mates (in billions of dol- to to to to to to to

35 Pl gl ARl o 1oLl —-2.0 —7.4 —9.3 —-5.9 —4.5 -3.3 —23.0

Nore.—For footnotes referred to by letter symbols in above table, see corresponding symbols on p. 138.

Estimated surplus (4 ) or deficit (—) on current account of ERP countries, by
country and area, April to June 1948

[In millions of dollars]

‘;Tota], o " “()ther Other non-
Jestern nite ‘estern artici-
Country Total » Hemi- States Hemi- I;)):uin;:
sphere sphere areas

T RN S e S R N (O SO S —60 —43 —33 -—10 -17
e Beigium-Luxemburg. > F e o or —122 —106 —80 —26 —16
3. Belgian dependencies_ .. <. .- _._ _._... +5 +5 O i s NN S g S R T e
e e R e R S S R —48 —30 —18 —12 —18
Ui Yo Rl AR e I R Tt —38 —30 —10 —20 —N
L AR R R B N A U R —405 —310 —255 —55 -95
s Erench dependencies. ... .. .. _i.i.. —34 —29 =200 -9 | s
i e RS S T S O —44 | 37 Y —6 | -7
S e R T SR Bl P T O R -3 | —2 —1 -1 -1
L Ui s e £ Sed SRS S YL Ly SR U —205 —197 —149 ’ —48 —8
NeTIeriands FoREE T S s S | —179 —155 —96 | —59 —24
i Dutch dependenciesyicc. v dussees tduain i —17 —6 +12 —18 -11
Ly g v el S tilie (S R S S L —28 [ —14 -7 -7 —14
R LI AL ey ¢ oo Voo 8 R0 iy o AR T l —23 —19 —10 -9 I —4
15. Portuguese dependencies..____________._ ‘ +7 } ________ i o koA o Lol fai s g dppm +7
EEERSAVERI O - S o G P o AR | —27 —10 | -7 oo ~17
ke B el e et S et RS S < ‘ +25 | +6 | +3 3 +19
BRI ER oY § Y0 = Ry Y +11 +7 +3 +4 | -t
19. United Kingdom ... ......... s —395 | —567 —241 —326 +172
ERBHvIsh dependenciess B t oo 0T o RiECh o IR ‘ +50 +70 | -20 { —50

ermany: ‘ " |
.} b PPN G S 28 W B aed o Gl £ B 206 | —165 —134 | —31 | —41
22. BRI OO - e [ —18 —15 —13 -2 | -3
23. Saar. __ l =d -2 L) TR, | -1
24. Combined balance on current account l |

(at July 1, 1947, prices) ‘ —1, 807 -1, 669 —1,014 —655 —138
25. Adjustment for savings in dollar ship- | |

ping services b___ ) “+10 -“+10 e e V(S FIERGT B L 1 e U AR e
26. Total adjusted for \(nm;: on \hlppm" [ -1, 797 | —1, 659 -1, 004 —655 ‘ —138
27. Adjustment for higher prices ©___ sy —157 —1156 —84 —31 —42
28. Adjusted balance._..._.... i -1, 954 -1,774 —1, 088 —686 | —180

a See footnote a on p. 138.
b See footnote b on p. 138.
@ See footnote ¢ on p. 138.

George C. Marshall Foundation, Lexington, Virginia




136 EUROPEAN RECOVERY PROGRAM

Estimated surplus (+) or deficit (—) on current account of ERP countries, by
country and area, fiscal year 1948-49

[In millions of dollars]

Total, Other Other non-

A3 Western United Western partici-

Country Total Hemi- States Hemi- pating

sphere sphere areas
L AORtrac £ e o L —235 —151 —107 —44 -84
2. Belgium-Luxemburg___________________ —521 —439 —318 —121 —82
3. Belgian dependencies _________________ +21 +21 +22 ot B T
4, Denymirk. . oo o Db —216 —162 —74 —88 —54
5. Trelamaii o . blp st Sl e —155 =123 —46 —75 -34
" GoxFrance 10 © o 0 TVE T VR =1 395 —1,090 —903 —187 —236
7. French dependencies_ _ ___________ _____ —161 —134 —74 —60 =27
8. arebee Tt o LIRS —216 —157 —100 —57 -59
fuleeland.c 0. Lloe R i Wi —12 —10 iy —3 -9
b L 11771 5. 288 0 Al SO S s Ul e i 28 —825 —780 —584 —196 —45
11, Netherlands. . . ... . = 77" —765 —659 —382 —277 —106
12. Dutch dependencies_ ____ . —89 —45 +51 —96 —44
13 NOTWA e o ohs L i L ol —124 —76 —52 —24 —148
14, Portugal ______ . ' e e YR =0 —55 —33 —22 -19
15. Portuguese dependencies_ _____________ +36 +3 +5 =2 +33
16, Swedeiny. = 7. [ VTR T (e R W —133 | —65 -39 —26 —68
. Switzerland. .. L. . 0 8o 453 +20 +9 +11 +33
1o Mg Wy o e S . Tl AT S 458 —5 —9 -3 +63
19. United Kingdom______________________ —1, 107 = 1023 —891 | —1,032 +816
20. British dependencies____ . +56 | 4260 | +300 —40 —204

Germany: ‘ 3
21, 25070y VRSB WAL ARt £ Y 101y —750 | —585 —165 —267
22, Frenchizone .. -\ "l —79 —66 —33 —3: -13
23. 21z Tyl sl b et . i — T4 —9 — =5 -5
24. Combined balance on current account
(at July 1, 1947, prices)_______________ —6, 845 —6, 393 —3, 850 —2, 543 —452
25. Adjustment for savings in dollar

. ishipping services Wi Uil e SMESETE +90 +90 | FO0 focna i a s SECREE I S
26. Total adjusted for savings on shipping_ —6,755 —6, 303 | —3, 760 —2, 543 —452
27. Atljustmcm for higher prices ¢_________ —629 —450 —328 —122 -179
<8. Adjusted balaniee. .- . o030 —7, 384 —6, 753 —4, 088 —2. 665 —631

See footnote a on p. 138.
See footnote b on p. 138.
See footnote ¢ on p. 138,

H o

Estimated surplus (4) or deficit (-—) on current account of ERP countries, by
country and area, fiscal year 19}9-50

[In millions of dollars]

‘ |
\Tmal, . ‘ \ \()thvr Other non-
L2 R Vestern Inited | Western hartiei-
Country Total Hemi- States | Hemi- 'p:ltinu
sphere | sphere areas
|
s . e | |— Lo it
1., Sustrig ey 0 1 L % ot —255 | —200 —144 | —56 —55
2. Belgium-Luxemburg___________________ —447 —372 —238 | —134 75
3. Belgian dependencies__________________ +10 +11 +16 | -5 -1
A EYenmapie ek BT I RA e S S v, —171 —143 | —57 | —86 —28
adraland. S h. - o oS o T e —163 —122 | —35 | —87 —41
6. lramnee Lo e ol L L Bel Ta 0 e —1,044 —778 | —673 | —105 — 266
7. French dependencies._..______________. ‘ —146 —111 | —50 | —61 -35
S:rEreecs. s LT AT e S | —157 | —115 —76 | —39 —42
g Jdceland. t o 0 S R tieas —11 | = b —7 ] -2 —
r 900 1 T W R el T e e U —692 —759 |‘ —o66 | —193 ‘ +67
11, NetherlanGs. ..o~ a4 1 ldle —678 | —616 | —321 —295 —62
12. Dutch dependeneies. - . _ . —11 ~+33 +-282 | —199 —44
13 NOrWay S sie (0 o e Bl o Ladal —112 —68 —46 | —22 —44
14" Portugalt ool fL Lt T s —50 —38 —18 | —20 —12
15, Portuguese dependencies_______________ +-34 | +2 +6 | —4 +32
16, Bweden okt o Lo ] Srer Sl S —30 +13 = -+20 —43
17. Switzerland.._._ - . ... S +64 +23 ’ +10 +13 +41
18, Turkey .~ . - W BRI |\ W +20 —10 | - —6 +30
19. United Kingdom__________ o Rl WA —622 —1, 559 —692 —867 +937
20. British dependencies____________ i 77 +284 +323 -39 ~207
Germany: ’
21, THIBORE. o e i o et s SRR —930 | —708 —535 —173 —-222
22. Frenchzone . . ___________________ —100 | —78 —68 | —10 ~22

a See footnote a on p. 138

George C. Marshall Foundation, Lexington, Virginia
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Estimated surplus (<) or deficit (—) on current account of ERP countries, by
country and area, fiscal year 1949-50—Continued

“Total, A : e Other Other non-
estern Tnitec Vestern yartici-
Country Total = Hemi- States Hemi- Ipatingz
sphere sphere | areas
: !
Germany—Continued |
23 T e e R R N D —22 —14 —15 +1 ‘ —X
24. Combined balance on current account |
(At Jnaly: 151947, ‘priees) . - .S 1. —5,436 5, 334 —2, 965 —2,369 | —102
25. Adjustment for savings in dollar ship- |
pmgEseryiee bt L0 L8 ol oD S otl +134 +134 +134 | i e et TS
26. Total adjusted for savings on shipping . —5,302 —5,200 —2,831 | —2, 369 | —102
27. Adjustment for higher prices ¢________ —575 —395 o84 =111 | —180
28. Adjusted balance (upper lev Ry e —5, 877 —5, 595 —3, 115 —2, 480 | —282
29. Adjustment for lower prices and lower |
it g s 7 s i R MG REC R St +126 +142 +28 | +114 | — 16
30. Adjusted balance (lower level) _________ —5,176 —5, 058 2,803 —2, 255 ! —118
31. Range of adjusted estimates (in billions _t:) 2 _t.) . _t“)' 8 "2)' %] t:)) :
R ORI SY s oo e ot ey 2 £ i Sl .
5.9 —5.6 —3.1 —2.5 | —0.3

g

See footnote b on p. 138,
See footnote ¢ on p. 138.

o

d See footnote d on p. 138.

Estimated surplus (+) or deficit (—) on current account of ERP countries, by
country and area, fiscal year 1950-51

[In millions of dollars]

Total,
Country Total @ “Il(jxliﬁil-n
sphere
T AT gt G N (D S L & S-S —199 —167
2. Belgium-Luxemburg_._.____ . _____. —370 —311
3. Belgian dependencies._ ... _..____ +9 +7
BERORIMArE = = ooci i e d o —123 —128
Te Ly Bere e aa S SRt —156 —117
TR e e e e i e e i et —765 —493
7. French dependencies_ ... _________ 123 —90
T L O R eIy T —120 —87
9. Iceland . _____ i I el X ). SR MR —9 —9
0 sl T et et DB I R S I —500 —615
11. Netherlands_ __ ool —629 —583
12. Dutch dependencies. ... ____ +65 +39
U S S T R R RS R o T —78 —49
SBSREREITIOR] - feletrn s b e S Il —49 —32
15. Portuguese dependencies. ... _________. +36 4N
R Y e T B it SR B L] SR +39 +60
e Ay DT o [ S BN S S . +79 29
o e e SRS 1 IR T 25 —6
Mestinited Kinedom), . ccodoisassaanad.l —395 —1, 341
20. British dependencies....... ... +108 +333
Germany:
21 AT T e M G P W R Opas e _e —763 —486
22 RPORCH ZOIOL A i oot i i s Lt —98 —74
23 o Gy ey e T TR R P W e Al B TR —22 —14
24. Combined balance on current account
(at July 1, 1947, prices) - - - —4, 038 —4, 126
25. Adjustment for savings in dollar ship-
PR Serviees bs J. o uus s owut oty w b gt +86 +86
26. Total adjusted for savings on shipping —3, 952 —4, 040
27. Adjustment for higher prices . . ____.. —522 —339
28. Adjusted balance (upper level) ... __ —4,474 —4,379
29. Adjustment for lower prices and lower
PRI N PAIES e L ute i) s LU cnd Saah 745 +578
30. Adjusted balance (lower level) ... ____. —3, 207 -3, :113‘;2
31. Range of adjusted estimates (in billions ] 10". : m'" ¥
T V) VR O SN N S S [ i i1

United
States

—480
—283
+231
—27
—12
“+11
+-26
+19
—2
—h51

+373

—373
—59

—14
—2,079

+86
—1, 993
—241
—2,234

+257
—1, 736

—-1.7
to

) 9
.

@ See footnote a on p. 138.
b See footnote b on p. 138.
¢ See footnote ¢ on p. 138.
d See footnote e on p. 138.

Other Other non-
Western partici-
Hemi- pating
sphere areas
|
—51 ' —32
—144 —59
+2
T
u’. | —39
—272
—',z ‘ =33
—30 | —33
il L ey
—135 | +115
—300 | —46
—192 | +26
—22 | —29
—~20 | —17
-3 | +28
“+34 | —21
+10 | +50
—4 +-31
—790 | +946
—40 1 —225
—113 —277
—15 —24
__________ - —8
|
—9 047 ‘ 488
.......... ik
—2, 047 | 488
—98 — 183
—2, 145 —-95
+321 | +167
—1,726 | +255
-1.7 +0. 3
to | to
-2.1 -0, 1

George C. Marshall Foundation, Lexington, Virginia
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Estimated surplus (-+) or deficit (—) on current account of ERP countries, by
country and area, fiscal year 195152

[In millions of dollars]

Total, Other Other non-
3 Western United Western partici-
Country Total Hemi- States Hemi- pating
sphere ’ sphere areas
1. Anstrig. = &0 - o L —147 —152 —99 —53 +5
2. ‘Belginm Lyyemburg. -~ SrL 8 —299 —246 —131 —115 —53
3. Belgian dependencies- . ... _-_______ +12 STy +15 —4 +1
4. Pepmark = . 0L _Foo oo L —96 —119 —43 —76 423
b:SREeland: oo oson S a et DA TR 22 UL K —147 —107 —14 —93 —40
6. Erances " SO aeT S - S T —413 —253 —324 71 —160
7. French dependencies.__ "~ _ = _ "R —93 —50 —2 —48 —43
B BTears. . MEE e < O e —113 —77 —48 —29 —38
O Toeland oo CHLL e s b = —8 =0 = o o o= S
[ Byl §07- U RO NE 0 e MORIG OE. e N 4 ), —335 — 562 —483 —79 +297
1T./Nethetlandssos = o | W =e . P —523 —499 _—248 —251 —2%
12. Dutch dependencies- - .. .. ____________ +74 +55 +242 —187 +19
13 Norway L. A8 e MR T =N —54 —27 —7 —20 —97
14. S Portngslatab. o0 L 0 Ol G de —44 —24 -3 —-21 —20
15. Portuguese dependencies__...____..____ +34 +5 +8 -3 +29
16 Bweden e __ O F el +73 +78 +45 +33 173
37 Bwitzerland oo ol il L R T I s —+98 +22 +20 +2 +76
I8P urkew e dae. 100 L ek +24 | 4 —2 —2 +28
19. United Kingdom. . .- __ . __.__ —302 — 1265 —510 —1755 +963
20. British dependencies_.._______________. +157 +380 +421 —41 —223
Germany:
21. Bizonpl oo a-fE 8 0 - FUVANeE Y S —655 —390 —322 —68 —265
22, Frenchizone.=_ .. X CEIlEEE —97 —77 —65 —12 —-20
23. SRETES. o TR e e s Toreh —23 —14 —15 +1 -9
24. Combined balance on current account
(at July 1, 1947, prices) .___ _ .. _____. —2,877 -3, 333 -1, 570 -1, 753 +446
25. Adjustment for savings in dollar
shipping services b_______ ______ ____ +30 +3 | B e el ], L
26. Total adjusted for savings on shipping_ —2, 847 —3,293 —1, 540 —1,753 +446
27. Adjustment flor higher prices ¢.________ —463 —291 —207 —84 —172
28. Adjusted balance (upper level).________ -3, 310 —3, 584 —1, 747 —1,837 +274
29. Adjustment for lower prices and lower
freightirates’d. - 1"~ + 4 +1, 243 +916 +422 +494 <4327
30. Adjusted balance (lower level). _______. —1, 604 —2, 377 —1,118 —1, 259 +773
3l. Rance of adjusted estimates, (in —1.6 —2.4 —1.1 —1.3 +0.8
billions of dollars) ! to to to to to
A - 1 e i —3.3 —3.6 —1.7 —-1.8 +0.3

@ See footnote a on p. 138.
b See footnote b on p. 138.
¢ See footnote ¢ on p. 138.
4 See footnote f on p. 138.

EXPLANATORY NOTES FOR TABLES SHOWING ESTIMATED SURPLUS (4) OR
DEFICIT (=) OF ERP COUNTRIES ON CURRENT ACCOUNT

@ Total equals balance with “Total Western Hemisphere’ plus balance with “Other nonparticipating
areas’’; excludes balance with other participating countries and balance between participating country
and ifs dependencies.

b Estimated dollar savings resulting mainly from recommended temporary transfer of up to 300 additional
bulk-cargo carriers on bare-boat charter basis.

¢ Calculated for “United States” and ‘““Other nonparticipating areas’” on basis of 7.5-percent price rise of
ilglports (5 percent for ““Other Western Hemispbere”) as against 5-percent price rise of exports since July 1,

47.

d Calculated for “United States” and “Other nonparticipating areas’” on basis of July 1, 1947, price for
imports and exports, and a 10-percent decrease in ocean freight rates since July 1, 1947; for “Other Western
Hemisphere” on basis of 2.5-percent price decline for imports, July 1, 1947, price for exports, and a 10-percent
decrease in ocean freight rates since July 1, 1947. k

« Calculated for “United States’’ and “Other nonparticipating areas” on basis of 7.5-percent price decline
for imports, 5-percent price decline for exports, and 10-percent decrease in ocean freight rates since July 1,
1947; for ““Other Western Hemisphere’” on basis of 10-percent price decline for imports, 5-percent price de-
cline for exports, and 10-percent decrease in ocean freight rates since July 1, 1947.

J Calculated for “United States” and “Other nonparticipating areas’” on basis of 15 percent price declire
for imports and 10-percent decline for exports, and a 10-percent decrease in ocean freight rates since July 1,
1947; for “Other Western Hemisphere’” on basis of 17.5-percent price decline for imports, 10-percent price
decline for exports, and a 10-percent decrease in ocean-freight rates since July 1, 1947.

Nore.—Figures showing range of adjusted estimates to the nearest hundred million dollars for fiscal years
1949-50, 1950-51, and 1951-52 (line 31 in the attached tables) will not necessarily add across to totals becauce
of rounding. Differences in rounding also account for discrepancies between the range estimates in the at-
tached tables and those contained in the pamphlet Outline of a European Recovery Program. The un-

rounded data in millions of dollars in the attached tables correspond with those in the Outline of a European
Recovery Program.
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Senator Georce. Is any part of the 6.8 billion to be used in western
Germany ?

Ambassador Doucras. Yes, sir. About $400,000,000 in western
(Germany.

Senator GeorGe. Besides what might be spent by the Army?

Ambassador Doucras. Thatisr 1011t

The CHaIRMAN. Mr. Ambassador, let me get back to just the pre-
vious question that you answered by indicating that there are some
countries on this list with a sufficient stability so they can undoubtedly
care for themselves if they have loans. Are there not countries on
this list of sufficient stability so that if they need loans they ought
to be able to get them on their own ?

Ambassador DoucLas. Yes.

The Cuamrman. Without being included in our 6.8 billion?

Ambassador Doucras. Yes.

The Citatkman. That is what you mean, that they are not even
included in loans from us?

Ambassador Doucras. That is right.

The Craairman. I want to make that plain.

Ambassador Doucras. But it is important, Senator, that these
16 countries, or that the countries in this area, do band themselves
together, as they have, for the purpose of rendering to each other
such assistance as they can, for the purpose of pdlthlpatlllﬂ' m joint
enterprises such as the development of hydroelectric energy projects
and a variety of things of that order, regardless of what their finan-
cial position may be. That is, they are part of a community of
nations.

The Crarrman. When you have finished what you consider to be
your affirmative presentation I want to run down the committee for
questions.

Senator Syira. May I ask in this connection whether you pro-
pose at this point in your remarks to include the chart marked “Basis
of the $6,800,000,000”? Is that the summary of the statements you
are m:ll\mg(

Ambassador Douvcras. Yes. That is the summary of the figures
that were presented to the committee this morning and if it is agree-
able T would like to insert it in the record.

The Crnamman. Most certainly.

Senator Smrra. I think it is appropriate at this point to have that
in the record.

(The matter referred to is as follows:)

Basis of the $6,800,000,000

Other Total
United Western Western
States Hemis- Hemis-

phere plere

Mils. of dol.| Mils. of dol.|Mils. of dol.

L el (o a0 o7 o) o - e S e Sl e o G e 1 239 3, 346 7, 585
2L AR b ah oYl s AR SR i e S A S moadabERETiE _Cift) 2,750 1,478 4, 228
3. FotalimIportB. .- o il ol nnstat. L2 LN L R 4 h ‘N) 1 ‘a’i , II \IJ
e M e i e S S R R R AR S I R e e s e e e ")" 303 ) ;(}3
LA g L) o s PR S S LS T R E SN A iy R A d 1, U(n() 1, 456 3,416
6. SR DO R ILY - 2 o R e e L o e R e alp Bt '.Z.Jh-» 1, 7568 4,013
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Basis of the $6,800,000,000—Continued

Other Total
United Western Western
States Hemi- Hemi-
sphere sphere
Mils. of dol.| Mils. of dol.| Mils. of dol.
7. Merchandise balamee -l o L 4= g soou Sl poi it i Rudsel | —4 734 —3, 066 —7,800
LA g 0 6T 7 e et gl iy o b S e e —29? —145 —438
9.0 Otherinvisibles(net)L 4L ooy rsinLrinly. el SR T IETIEN +263 +13 +4-276
10. Balance (July 1, 1947 prices), break-down available by
9001 A L e S S SR e B ST - O T e —4, 764 —3, 198 —7,962
11. Adjustment for higher prices_ ... __________ e —412 —153 ‘ —565
All above figures based on July 1, 1947 prices, as was CEEC.
This adjustment allows for a 715 percent rise in United States
and 5 percent in other Western Hemisphere export prices, and
a 5percent rise in European export prices. The rise in prices
may well be greater than this allowance covers. a0
12. Adjusted balance. - - - o L . e —b, 176 —3, 351 —8, 527
13. Total deficit Western Hemisphere________ 1____“'-:-- el e e e 8, 527
14. Uncovered deficit, bizonal Germany, with nonparticipating
countries outside Western Hemisphere. ..~ .. .=_ " ° _Sale coa il Slpp bl ses 200
15. Tolalto'be fingneed . ... .o  —  SISERETTIaN 15 = e | e S EC TN R, 8, 727
16. To be met by sources other than new U. S. Treasury financing. - g[S St A e’ o Fo¥ 1Yt —1, 285
17. ForalnewAinancing. by 0.8 Breasimnye.. oo b "o 30T 5 s SRl | s Bt 0 7,442
18. Appropriations being requested by Army for prevention of dis-
ease and unrest i Germany s ef GEE siE G E L, PTlns Gl T Susdi e LSS —822
19. gubtogalis ! TLIEE PRI e el SRy fNies  RONR| STTTMEL NSNS - SN 6, 620
20. Add: Funds required for obligation prior to June 30, 1949 to cover
contracts for shipments in subsequent period .___________ ‘ =y 2 TR 200
L ‘ LA LT
21. Total requirement for first-15 months, BERP -.c-% e e o o & Tk 08 S ‘ 6, 820
Roundedito. /£ L1 22 1718 LIEETE o 119 TN L AL st LEEE. 15T U aNaNe ‘ fi, 800

The Cramrman. May I ask, Mr. Ambassador, in presenting subse-
quent witnesses on the list you have submitted, is it your thought
that some of these subsequent witnesses are going to validate some
of these detailed figures? Ts that the function of the Secretary of
Agriculture, for instance, and so forth?

Ambassador Doucras. Yes, sir.

I know that there are a number of different important items in
connection with the program with which this committee is very prop-
erly concerned. One of them includes the conditions which the United
States Government will include in bilateral agreements to be made
with each one of the participating countries.

I indicated this morning reference will be made to the multilateral
commitments made by each country to the others.

In connection with that I would like to call your attention to the
language of the Committee of European Cooperation itself, speaking
of the continuing organization which bears upon the point you raised
this morning, Senator Vandenberg :

This organization will insure, to the full extent possible by joint action, the
realization of the economic conditions necessary to enable the general objectives
to which each country has pledged itself, to be effectively achieved.

But in addition to reference to bilateral and multilateral arrange-
ments which I read this morning, there will be, as I have indicated,
conditions stipulated by the United States Government on its own:

(1) Promoting industrial and agricultural production in order to enable the

participating country to become independent of abnormal outside economic
assistance;

George C. Marshall Foundation, Lexington, Virginia




EUROPEAN RECOVERY PROGRAM 141

(2) Taking financial and monetary measures necessary to stabilize its cur-
rency, establish or maintain a proper rate of exchange, and generally to restore
or maintain confidence in its monetary system ;

(3) Cooperating with other participating countries in facilitating and stimu-
lating an increasing interchange of goods and services among the participating
countries and with other countries and cooperating to reduce barriers to trade
among themselves and with other countries ;

(4) Making efficient use, within the framework of a joint program for Euro-
pean recovery, of the resources of such participating country, including any
commodities, facilities, or services furnished under this Act :

(5) Facilitating the sale to the United States for stock-piling purposes, for
such period of time as may be agreed to and upon reasonable terms and in
reasonable quantities, of materials which are required by the United States
as a result of deficiencies or potential deficiencies in its own natural resources,
and which may be available in such participating country after due regard for
easonable requirements for domestic use and commercial export of such country ;

(6) Placing in a special account a deposit in the currency of such country,
in commensurate amounts and under such terms and conditions as may be
agreed to between such country and the Government of the United States, when
any commodity or service is made available through any means authorized
under this Act, and is not furnished to the participating country on terms of
payment. Such special account, together with the unexpended portions of
any deposits which may have been made by such country pursuant to section
6 of the joint resolution providing for relief assistance to the people of countries
devastated by war (Public Law 84, Eightieth Congress) and section 5 (b) of
the Foreign Aid Act of 1947, shall be held or used only for such purposes as
may be agreed to between such country and the Government of the United States:

(7) Publishing in such country and transmitting to the United States, not less
frequently than every calendar quarter after the date of the agreement, of
full statements of operations under agreement, including a report of the use
of funds, commodities and services under this Act

(8) Furnishing promptly, upon request of the United States, any relevant
information which would be of assistance to the United States in determining
the nature and scope of future operations under this Act.

Senator SmrtH. Might T ask what you are reading from?

Ambassador Dovcras. I was reading from terms of the act, section
10 (b).

Senator SmrrH. That is substantially the same as appears in the
President’s message supporting the act on page 9, I take it. The
summary of conditions are being incorporated in the bilateral
agreements.

Ambassador Doveras. That is right, sir.

The Cmamrman. You have, in the requirements for the bilateral
contracts, included none of the stipulations in the interim-aid bill
regarding the identification of the source of relief. I can understand,
l)elh(\ps \\hy that would not be included in respect to capital goods
that are transferred on a loan basis. What is your comment as to
whether the same provisions in respect to the relief section of these
commodities should be the same in this bill as they are in the interim
bill ¢

Ambassador Doucras. Senator, I have no definite comment to make.
There 1s no prohibition against doing it.

Offhand it would seem to me that possibly that is a kind of a re-
quirement that may not be wholly .1]»1)101)11(1(4- under an act which
Is a recovery act, and not a relief act. That would be my offhand
comment. I have not given that question any consideration.

The Cramrman. The quv\tmn ievitably will be raised because one
of the constant factors under congressional serutiny, I have discovered,
is a feeling that we never have adequate credit abroad, even as to the

70529—48—pt. 1-——10
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source of our commodities. I recognize the fact that this program
has a different character than the other. What I am asking is whether
you had better not take that under serious consideration for a subse-
quent considered recommendation to the committee because it is a
point which will inevitably rise in the congressional debates.

I particularly suggest that you consider it not only on an over-all
basis but perhaps trom the basis of such portions of the new program as
are kindred in character to the interim-relief program.

Ambassador Doucras. I would be very glad to, sir.

Senator Bargrey. In the drawing of these bilateral agreements on
the interim relief, is it not true that difliculty arose in regard to spelling
out, in the terms of the agreement, all of the stlpulatlonc set out in the
act of Congress, and they hnally settled it by just saying that this relief
1S dccepted by the recipient government in accordance with the terms
ot the act of Congress, instead of having to write it out in the agree-
ment. Do you know about that ?

Ambassador Doucras. I am afraid to say that I have not had
enough to do with the administration of it.

The Cuamrman. I think that is so, Senator.

Ambassador Doucras. One of these conditions is a particularly per-
plexing one, and it is the one that has to do with local currency, the
local currency counterpart of any assistance or grant that might be
extended. If one calculates the total amount of the local currency
counterpart some of these countries may receive, it becomes a figure
of very great value. And if the local currency is left to the dlsp(m-
tion of the United States, it would place the United States Government
in such a position that it really would almost have control over the
financial life or death of the country.

It could inflate, it could deflate, it could create all sorts of internal
disturbances within each one of these countries.

So the handling of the local currency in some of the countries is
going to be one of the most perplexing and one of the most difficult
of all questions.

The Caamrman. I think you can simplify your argument at that
point, Mr. Ambassador. This question was fully covered in our con-
sideration of the interim bill and it was agreed that this has to be a
partnership decision with respect to what happens to the local
currencies,

Ambassador Dovaras. There are a number of different things. Ido
not know whether you want me to testify on this, or whether it has
been covered before.

The Cramrman. Go ahead.

Ambassador Doteras. 1 do not want to waste your time.

The CraamrMman. I would not concede you to waste any time, Mr.
Ambassador,

Ambassador Douceras. That is the first concession so far that has
been made and I accept it with gratitude.

It is clear that generally speaking these local eurrencies should be
withdrawn from the internal monetary stream of the respective coun-
tries to reduce the inflationary force. They might be used, however,
in_a number of different ways.

First, to assist in the stabilization of a currency.

Second to retire the national debt.
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Third, to defray local currency cost incident to the development of
additional productive capacity of raw materials, critical raw materials
in which we are interested.

Fourth, to meet the local currency cost of projects mutually agreed
upon between the participating country and the International Bank.

Fifth, to meet local currency administration costs arising out of the
administration of the European Recovery Program itself.

Sixth, for other agreed purposes.

One of the agr eed | purposes might even be the destruction of some
of it, in order to be sure there wonld not be an inflationary force within
the financial structure of one of the participating countries.

But the sum might become huge if the program is extended over a
period of years, and the proper lnndhnﬂf of the local currency, in orcer
to protect our interests and to avoid either inflationary or excesswely
deflationary forces in the respective countries, is very perplexing and
difficult. Itisnot aseasy as in the interim-aid bill where the sums were
relatively small.

The CuaamrMmaN. There is one difference in your formula from the
formula of the interim-aid bill, in that under the interim-aid bill, if
finally there is an unliquidated balance in the trust fund of local cur-
rencies, the disposition 1s to meet with the approval of the Congress of
the United States. Would there be any objection to that addition ?

Ambassador Doueras. No. None, Senator. Obviously not. But I
merely want to emphasize this is not an easy problem to deal with
wisely, prudently, in the protection of our interests, and also in the
protectlon of the internal situation, and even the external situation of
some of the recipient countries. It is not something that can be easily
done.

Senator ConNarLy. May I ask somethi:\;r’é

The CrHATRMAN. Y es, sir.

Senator ConnarLy. Mr. Ambassador, is it contemplated that any
of the funds provided under this bill as a grant, we will say, should
be used to turn over to these countries American money to Stabilize
their currency ?

Ambassador Douceras. That is not included in this program, sir.

Senator ConnvarLry. That is what I am talking about.

Now, is it contemplated that we are going to give them some money
to pay on their foreign debts?

I saw something in the paper to the effect that some of these
countries

Ambassador Doucras. I do not know of any such thing.

Senator ConNarLLy. That they are going to take the money and pay
it on their foreign debt.

Ambassador Douvcras. I do not know of any calculation.

The Caamman. I will interrupt Senator Connally to say that I
think the item he saw in the paper suggested that the local currencies
might be used in the payment of the debt.

Senator CoNNarLLY. No. ,

Ambassador Douaras. We are not proposing to put up any money
for the amortization or the payment of interest on any of their tm(-wn
debts. They may use their own money, but in the calculation of lllb
balance of payments
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Senator ConNaLLy. If they have any money they can use it for what
they want.

Ambassador Dovcras. In the caleulation of the balance of payments,
obviously interest and amortization of debt has to be included.

Senator ConNarLy. I want to clear that up. There seems to be a
good deal of misunderstanding or misinformation about that. T dis-
tmctl\ saw an article that 1t would be necessary. in order to stabilize
these foreign countries’ finances, to pay money so that they could pay
it on their foreign debts. T do not know whose 1dea it was, but as far
as we are concerned it is a poor one, from our Vlewpomt

Ambassador DoucLas. It 1s not contemplate(l. Senator, that any of
the dollars of

Senator Connyarry. Could it be done under this bill? They might
contemplate it after the bill is passed. Would it be possible to use the
funds for that purpose?

Ambassador Douvcras. There is no restriction against it, Senator,
under the legislation.

Senator Connarry. Exactly.

Ambassador Doucras. I know of no such language in the act to
restrict it.

Senator ConxarrLy. We give them food and fuel. If we put them
on their feet we expect them to pay some of their foreign debt. We
have a debt of our own to look after.

Ambassador Doveras. I would have to examine the act. T know of
no authority given the Administrator to use American funds for this
purpose. His authority is confined to the extension of funds for pro-
curement, or to the Export-Import Bank to extend credit for the
procurement of commodities. But I do not think there is any au-
thority in the Administrator to provide any of the dollars that we
appropriate for the purpose of paying interest or amortization on the
foreign debts of any of these countries.

Senator Grorae. T think, Mr. Ambassador, if T may interject, that
theory grew out of this thought: That the funds that we would supply
would enable these countries to meet their own pressing obligations
and they would use their money, whatever income they had, whatever
balance of payments they had, to liquidate their foreign debts.

Ambassador Douvcras. That is right, Senator.

Senator Greorce. That is my underst: anding.

Ambassador Doveras. Thank you very much. sir.

Of course, it is essential, an important difference, if this is to be
a recovery program, that they use whatever resources they have to
maintain their credit, otherwise it ceases to be a recovery program.

Senator ConnNarLLy. One other question and then T will desist.

Mr. Ambassador, earlier in your testimony you stated that there
were a number of countries that probably would not get anything
under this bill unless it was a loan. Isthat right?

Ambassador Dovceras. That is right.

Senator Connarny. To satisfy the International Bank or Export-
Tmpmt Bank as to the security. Have you anything in mind, any-
thing in the way of the standards by which you determine, as between
the (~0unt119s which one ought to have a grant, which one ought to
have a loan? I apprehend you are going to have some diffic ult\ be-

cause some country might say “\Vel] thev did not give us as much
as they gave ‘X’ over hele they did not treat us the same w ay as
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they treated ‘Z,” and unless you have some sort of a standard by
which you judge those things it seems to me it would be rather difficult
to administer.

Ambassador Doucras. The National Advisory Council is the au-
thority on that particular subject, as I indic ated yesterday.

Senator Cox~arry. It is under this bill, though, is it not?

Ambassador Douvcras. I know. 1 was going to \(1\' that the Secre-
tary of the Treasury would be a better quahhed witness to answer
that question than I. I can, however, say this—substantially what
was sald yesterday—that the establishment of criteria to defermine
whether a grant or a loan shall be made to any particular country,
has been discussed for a considerable period of time, so I am told,
and the final conclusion was that the criteria should be the ability
to pay.

Senator ConxarLy. That has to be determined, though. We can-
not just look at a fellow and determine whether he has the ability
to pay.

Ambassador Dovcras. Exactly. And the ability to pay 1s based
upon a number of other criteria, the resources of the country in ques-
tion. its productive capacity, its ability to transfer its local currency
into foreign currencies, and a whole variety of standards and criteria
of that order.

The Secretary of the Treasury can give you a better answer to that
question.

Senator Connarry. He is not here at the moment, and you are.

Ambassador Doucras. Yes, sir.  That is quite right, sir.

Senator ConnarrLy. That is the reason I am (lsklll” you.

Ambassador Dovcras. I will try to give you the best answer I can
give you. -

Senator Cox~arry. Thank you, Mr. Ambassador. That is very
fine.

Countries like Belgium and Holland and Denmark, they would
probably be able to meet their obligations, would they not, without a
lot of grants?

Ambassador Doveras. I do not know the internal situation in Bel-
ginm and Holland suftici onl]\' well to give you a categorical answer.
I should s say that I would doubt that the .y would do it entirely,

Senator ConxarLy. Belgium is supposed to be the most nearly
recovered country in I‘ulnlw I have talked to people in Belgium.
The Prime Minister himself was here not a great while ago.

Ambassador Doucras. Belgium has made quite an (‘.\tld()l'(lill:ll‘_\"
recovery, Senator.

Senator ConnarLy. I saw some people here yesterday from Holland,
and I asked them the same question. They said their country was
oetting along all right, would get along all right, not 100 percent,
])mlml)l\' but it was coming back to recovery. I should guess that
Denmark probably is in the same category w ith Belgium and Holland.

Ambassador Dovaras. T am not certain about I»vlumm and Holland,
Senator.

Senator Connarny. I am not, either. I did not say I was.

Ambassador Doveras. I doubt if they could meet their obligations
completely.

Senator ConnnNavnnLy. Both of them have foreign investments, or
they used to have.
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Ambassador Doucras. They have some, yes. DBut they have been
pretty hard hit by the war. The recovery im Belgium has been quite
striking. But Belgium has extended herself conmder‘lbly in granting
ald to other countnes. I can give you their deficiencies in balance Of
payments.

Belgium, Luxemburg, April 1948 to June 1949, $545,000,000.

Senator CoNNALLY. Is that with us?

Ambassador Doucras. With the Western Hemisphere.

Senator CoNNaLLY. Suppose they sold it to some other country.
The balance of payment with us would not reflect that situation
necessarily. I do not care to go into details on that, though.

The Cramrman. Go ahead, "Mr. Ambassador.

Ambassador Douvcras. F 1nally, I am aware of the fact that Congress
is tremendously interested in the matter of administration, the ad-
ministration of the European recovery program. The Secretary tes-
tified in regard to it yesterday and I would like to, if I may, go into
it at some length this afternoon.

Under any mrcumqt‘mces, and no matter how the administrative

machinery is set us, it is inevitable that it will be complicated.

Let me point out some of the-reasons why. The European recovery
program is related to foreign policy. Indeed it is one of the principal
if not the principal instrument of foreign policy.

The administration of the European recovery program necessarily
involves the allocation of foodstuffs for export, and of the total amount
of foodstuffs allocated for export that amount which shall be allocated
to the western European countries, and that amount which shall be

made available for export to other parts of the world.

The same thing is true of a variety of other commodities. So that
the European recovery program administrator within the United
States must be related or associated with foreign policy, the alloca-
tion of foodstufts, he must be associated with or in consultation with
the National Advisory Council which, under the statute, has the au-
thority to coordinate the lending pm(n am and lending activities and
operations of the United States.

There are a variety of different agencies of the United States Gov-
ernment charged with operations with which the Administrator of
the European recovery program must be associated. It is inescapable
unless the whole structure of government is to be changed for this
one and single reason.

But beyond the agencies of our own Government there are related
agencies of the United Nations, and international organizations with
which the administrator of the European recovery program must
be in very intimate relationship.

There 1s, for example, the International Emergency Food Council,
which makes recommendations to the appropriate allocating (mthm]ty
of the United States as to the precise amount of foodstuffs originating
in the United States which shall be allocated to each one of the par-
tlcumtm(r countries.

There is the Economic Commission for Europe. of which there is
a subordinate committee on coal which likewise makes recommenda-
tions to the appropriate allocating authority of the United States
as to the amount of coal of the United States that shall be allocated
to each one, made available to each one of the receiving countries.
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There is the International Bank which will extend credit, presu-

mably, to some of these participating countries. And the Administra-
tor of the European recovery program must obviously and clearly
at least conduct some of his operations as a result of consultation with
the operations of the International Bank.

There is also the International Monetary Fund with which also he
must be associated.

So when one lists all of the agencies of the United States Govern-
ment, and all of the international agencies that have been set up, that
are related to and bear upon the operations of the European Recovery
Program, it is, I think, clear that the administration cannot be a single
and simple operation. It isin its very nature bound to be complicated
regardless of how it 1s set up.

There are several principles that I should like to mention to the
committee as appearing to us to be essential.

Senator WiLEY. May I interject there, Mr. Chairman ?

The Caamman. Surely.

Senator WiLey. You have just related the aid that would come
from the bank and other sources. Now, what you call the European
economic program set up here would entail a total of about $17,000,-
000,000. I call your attention to the statement in the report of the
European Committee of Cooperation. It is estimated that the total

value of goods required from foreign sources by the. participating
countries in western I“mope during the period 1948 to 1951 will
amount to approximately $57,000,000, OO()

Ambassador DouaLas. Yes.

Senator WiLey. Over and above this $17,000,000,000 that we are
contemplating there is another item of $40,000,000,000 I would .like
to have you break that down.

Ambassador Doucras. Senator, do vou want to have me try to
analyze that for you? That is the total amount of imports which
they will require, a large part of which will be paid for by their ex-
ports. The residual amount, accor ding to that caleulation—and you
are referring to the language of the Paris Conference

Senator Wirey. It is title VII on page 51 of the European Recovery
Program, Document No. 111, pwpaw(l by the staffs of the Senate
Fowlnn 'Relations Committee and the House Foreign Affairs
Committee.

Ambassador Doucras. The residual amount which cannot be paid
for of the imports required, of the total of $57

$57,000,000,000 of imports
loquned is equal to the $17,000,000,000, I believe.

Senator Winey. Then you have $1,700,000,000 that you charged
over and above that to transportation.

Ambassador Douceras. Senator, the $57,000,000,000 referred to is
not the amount of money that the United States Government or other
governments will have to provide. It is merely the statement of the
total imports expressed in dollars that these 16 countries will require
over the 41/ year period.

Senator “ reey. I think T appreciate that, but at the same time T
appreciate fully what it means. It means taking from the natural
resources of America, or the other Western Hemisphere countries,
very valuable resources like iron and other things that we are getting
depleted on here. As T understand your point, you estimate there will
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be $40,000,000,000 imports, or exports from foreign countries. That
leaves $17,000,000,000 that must be made up during that period.

Ambassador Dovcras. That is right, sir. Of course, Senator, what
you say 1s true about any international trade among countries. We
extract or used to extract copper from the ground, smelt it, refine it,
export it in the form of electrolytic copper, and we used to receive back
from other parts of the world something ‘which we require. It is in
the very nature of foreign trade itself that the resources of one country
will be depleted if they -annot be renewed by further discoveries, for
the purpose of obtaining the things which it requires from other parts
of the world.

Senator WiLey. The point I wanted to make, Mr. Ambassador, and
I think it brings a little clarity to the situation, is that in order for
Europe, under the estimates and under the supervision of those who
prepared this plan, ‘to have a recovery program there must be this
$57,000,000,000 or $58,000,000,000 of imports into Europe during this
period from 1948 to 1951, inclusive.

Ambassador Dovcras. Senator, I am quite certain my recollection
is correct. That $57,000,000,000 represents the total ralue of imports
to Eur ope—16 participating countries and western (Jmmany——c\-
pressed in terms of dollars from all over the world. That is not only
from the Western Hemlsphew it is not limited to the Western Hemi-
sphere or to the United States. It includes the amount of imports from
southeast Asia, from the Middle East, Africa, South America, and a
variety of other points in the world.

The Crarman. Let us get back to your analysis of administration.

Ambassador Dovcras. T was saying, Senator, that in the very nature
of the circumstances it is a ('onlphcated matter. There are several
principles that I would like to mention which seem to us to be valid
and sound and to comprise the specifications for the proper adminis-
tration of the European recovery program.

The first is that the responsibility for the administration should be
reposed in an individual. He may have as many advisory councils or
groups as he chooses. But the ultimate responsibility should be re-
posed in one person.

The second major principle is that that one person—and the Secre-
tary emphasized this yesterday, and I would like to emphasize it
again—must be one of the broadest experience, and the greatest com-
petence that can be found. His staff need not be large, but it must be
able. Mediocrity is not good enough for this job, for we are embark-
Ing on a great undertaking, and it has to be administered with great
skill and great confidence.

The third principle is that the principal instruments of foreign
policy, in respect of foreign policy, should be subject to the direction
and control of the Secretary of State.

Business administration, procurement, coordination of procurement,
screening of requirements genel dl]\, are matters in which the Secre-
tary of State is not um(elned Jut he is concerned with the major
questions of foreign policy and the way in which the administration
of the program affects foreign policy.

Senator Cox~arry. He is concerned in those things you say he is
not concerned in if they contribute toward the success of the policy.
Tied in with foreign policy like it is, he wants to see that the project
works.

.

George C. Marshall Foundation, Lexington, Virginia




EUROPEAN RECOVERY PROGRAM 149

Ambassador Doucras. It has got to work, otherwise as an instru-
ment of foreign policy it becomes impotent.

Abro ad—(md there I can speak with some experience—the fourth
principle is that there cannot be two representatives of the United
States Government conversing with independence, conversing with
prime ministers, secretaries of state for foreign affairs, chanc ellors of
the exchequer, boards of trade, ministers of finance. To have two
meeting with, conversing, and representing the views of the United
States Government, on a wholly separate, independent basis, will
create a vast amount of confusion which may be misleading to foreign
governments, and it may, in effect, seriously impair the functions ot
the representative of the United States Government and the responsi-
bilities that he may have to discharge in his particular post.

I can elaborate on that at another time with the members of the
commitee 1n greater detail, I think, and in some respects with greater
persuasiveness.

There must be also a certain amount of flexibility. There must be
flexibility in the administration of this program, for conditions will
change. Conditions will change not only here but conditions may
change among the 16 ])dltl(‘ll)dtlll“ countries

PIICGH may ‘change a whole variety of f: lctor They vary, and they

.annot now be fixed either in our minds or in the law.

Senator WiLey. You mean political situations may change.

Ambassador Douvcras. All sorts of things. Prices may (lmn;_re,
requirements may change, needs may change, the situation and posi-
tion of any one country may dmn«rv. and we hope will change. Some
may recover very much more 1 (11)1(11\ than others, and others may not
recover as rapidly as anticipated.

Another variable is the extent to which other countries cooperate
among themselves in developing certain of their own resources. There
are a whole variety of variables of that character which have to be
treated, dealt with, and judged within the area of a sufficient flexibility
of authority, and to pin the authority down too much, tie it, limit
it too much, may very seriously affect the appropriate, proper, and
efficient administration of the program, and the speediest possible
achievement of the objective for which it 1s designed.

The final principle, and the Secretary mentioned this yesterday, 1s
that the State Department does not want to run the European recov-
ery program. It is not an operating department, and there are some
reasons why it should not be an operating department. At any rate,
it has no ambition and no intention to take this task on as an operat-
Ing one.

I have a number of charts which rather graphically present or
disclose the type of administrative machinery which has been pro-
posed as an administration which would meet these specifications. I
state it that way deliberately. It is a proposal which meets the
s[w('iﬁ(':lti()ns.

The Cnamman. Before you reach the proposal, I respectfully sub-
mit that you missed one fundamental specification which is over-
riding. I am not quarreling with a single one that you set down,
and I agree that the interest of foreign pnlu\ is overriding in the
final aspect of the net result of this operation.” But overriding even
that among the specifications is to create a system in which the Amer-
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ican people will have complete confidence or you are sunk without a
trace.

Ambassador Doucras. With that 1 agree.

The Caamraan. And in contemplating the attitudes of the Ameri-
can people, you cannot ignore the fact that they have a general feeling
that the administration of our foreign grants and loans and aids
since the war has been pretty sterile of results. They have this feel-
ing, to which you have just correctly adverted, that the State De-
partment itself is not an operating depaltment 1s not an economic
dep.utment 18 fundamentdllv a pohcv department. Therefore, they
come up, in my opinion, with the net view that if they are to be happy
about hopefully anticipating that this is going to be a success where
other things have failed, they want a new element of business re-
sponsibility injected into this formula which will give them a feeling
of reliance that as a business operation this is to be conducted in a
business way.

And from my point of view, accepting all of your specifications, I
still say that this formula has got to be geared into this business
autonomy on the business side of this oper ation, or you will fail of
your greatest necessity, which is the support of the American people.

Ambassador Douaras. Mr. Chairman, I couldn’t agree with what
you have said more. The administration must have the confidence of
the American people and must have the confidence of the Congress.
The American people must be confident that, as you have indicated, it
will be operated in a businesslike way so as to achieve the results for
which it was designed. I accept that, of course, as a principle. If
I omitted it, it was my error. My sins of omission have been many.

The Criatrmax. I think your p11n(1p]e is somewhat lacking in the
Lill you have submitted. That is the only reason I emphasve it.

Ambassador Dovcras. 1 was very careful to say, Senator, that this
was a proposal which we thought might meet the specific ation.

The CramrMAN. It is a work sheet.

Ambassador Doucras. It is a work sheet.

If you would like to have me, I think there were certain miscon-
ceptions indicated or implied yesterday which I would like to dispose
of.

The CramryManN. Go ahead. T want you to make your own presen-
tation.

Ambassador Doveras. Under the proposal that has been submitted
there 1s, of course, the President of the United States who is charged
under the Constitution with the conduct of foreign policy and the
administration of the executive functions of the Government.

(Chart A 1s inserted herewith.) E

Ambassador Douceras. There is the Department of State, to which
has been delegated by the President the authority over foreign policy.

Now it is proposed that there shall be established an Fconomie
Cooperation Administration. There is over here on the right the De-
partment of the Army which at present has charge of the administra-
tion of the American zone in Germany, and in collaboration with
I%ntam of the bizonal area. This Administrator of the Economic
Loope ation Administration will have a special representative for the

Juropean recovery program abroad. And he will represent the
United States on the Committee of Economic European Coopera-
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tion; that is, the continuing organization which these 16 countries have
committed themselves to establish. And he may be also the United
States representative on the Economic Commission for Europe, which
is a United Nations organization.

Under the Depa1tment of State there are the respective embassies
in charge of the head of a mission, or an Ambassador. In each embassy
there will be an economic cooperation officer. That officer will report
back to the Economic Cooperation Administration. He will, of course,
consult with the Ambassador, the head of the mission, and the com-
munications will go to the Dep.utment of State, also. The relation-
ship between the economic cooperation officer and any one of the indi-
vidual countries must be conducted through and under the direction
of the Ambassador, otherwise one has two representatives of the United
States Government dealing independently with high officials of foreign
countries with the consequent contfusion and even misrepresentation,
though not deliberate.

There are other participants of the United States Government or
interested agencies of the United States Government. There is
Treasury, nuludmn the National Advisory Council; there is the De-
partment of Commerce, because of allocating fluth(nlu powers over
export and import licenses; agriculture, because of food ; the avail-
ability of food supplies. There is Interior, because of its relation-
ship to petroleum; there is Labor; there is the Export-Import Bank,
and related with the Tr easury, C ommer ce, and other departments there
is the \dtl()lldl Advisory Council itself.

(Chart B is inserted herewith.)

Ambassador Doucras. This is the suggestion that has been worked
out as to the way in which the communications will flow. There is
over here the Economic Cooperation Administration, State, Treasury,
Commerce, Agriculture, Labor, all of the interested American gov-
ernmental agencies with which the European Cooperation Adminis-
trator must, in the very nature of things, as they now stand, consult or
be associated in one way or another for one purpose or another. And
the action copy from the initiating agency goes to the Department of
State, where it 1s communicated to the spocml representative for the
Eluopean recovery program in Europe, and to the embassy of the
respective country, where it is also received by the econonic cooperation
officer.

Communications from the European side come back from the
United States Embassy or the special United States representative
for the European recovery program, as the case may be, through the
State Department to one of the interested agencies of the United States
Government, whatever it may be.

Senator Hrickexroorer. In effect, then, Mr. Ambassador, all mes-

sages, communications, programs, and plans are screened through the
State Department.

Ambassador Dovaras. Not sereened, no sir; transmitted. Not neces-
sarily screened.

Senator Hickexvoorer. This is a transmittal chart only ?

Ambassador Dovaras. That is right, sir.

Senator Lopge. But they know about everything?

The Cuammman. You say it is not necessarily screened, but under
the terms of the act as written it could be screened.
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Ambassador Doucras. On matters affecting foreign policy.

The Citamrmanx. Which ineludes evervthm(r

Ambassador Douaras. Well. I think the Secr etary went into that to
some extent yesterday.

The Caamrvan. He said it included everything.

Ambassador Doucras. He stated in its exaggerated form it could
include everything. T think that was about what he stated.

I think, Senator, you ask for consideration of some language which
would |

The Crarman. I am still asking.

Ambassador Douvcras. Bar the exaggeration, is that correct?

The Criamrman. Yes, that is an understatement, but i1t will do.

(Chart C is inserted herewith.)

Ambassador DoucLas. Senator George, yesterday you put a question
to the Secretary which presupposed that a project would be initiated
by the State Department. That is not the way in which it is contem-
platul that the action will really be performed. The CEEC, in the
first place, or a country of the CEEC, the Committee of Lmopedn
Economic Cooperation, will be (renela]lv the originating source. It
will not be the State Depaltment. And that originacion of a particu-
lar project, a particular program, coming from an individual country,
will go to the respective and amnoprmte United States Embassy, will
be transmitted to the special United States representative to the Euro-
pean recovery program, if it did not originate in the CEEC; it will
20 back to the Economic Cooperation Administrator, the Secretary of
State, having control over foreign policy, will be advised and will give
advice or direction or control; with regard to allocations, Commerce
and Agriculture will necebstullv ]mve to be consulted, because the
power necessarily 1s reposed in these agencies, and if it is a financial
matter, the National Advisory Council will have to be consulted, and
it, too, will have to give its advice on the matter, whatever it may be,
and the Economic Cooperation Administrator will then transmit his
action, his determination, and conclusion through to the respective
embassy and the Economic Cooperation officer within that embassy to
the respective government.

Senator Hickexroorer. According to that chart, then, the chart
magnifies the appearance, at least, that the Economic Cooperation
Administrator is not the court of original jurisdiction in this thing,
but the State Department is the negotiating agency or the agenc y
that 1s In contact with the (m\mmmnt. and these original arrange-
ments are first cleared through the embassy and then submitted to the
Administration as mere or less of an acency of the embassy of the State
Department, rather than an independent agency.

Ambassador Doucras. Within the embassy, Senator, there is a

Curopean cooperation officer.

Senator HroxkexLooPER. I am not necessarily objecting at this time.
I am not raising this as an objection, but it rather places this organ-
ization in a more subordinate position than I had conceived Vestm(lay
was the intention.

Ambassador Doucras. T do not know what your conception yester-
day was. Did you think that there would be an economic cooperation
officer in each one of the countries who would be wholly independent ?

Senator Hrcxkexroorer. I had the idea yesterday that it was the
proposal that this economic organization would be substantially inde-
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pendent, probably checking with the State Department on matters
and areas of foreign policy, with the Secretary of btate having super-

vision over matters that affected foreign policy, but in other “matters

of economic recovery and administr: ation and the originating of neces-
sary programs and their carrying out, that this agency would be prac-

tically independent of the State Department.

Ambassador Doucras. And you have a different view of it now be-
cause 1t appears from this chart that the origination of a project
having occurred in an individual countlv—wel] let’s take that as the
case—goes to the United States Embassy, and from there back to the
Economic Cooperation Administration?

Senator HickeNvoorer. This chart, coupled with the other one.
The other showed the State Department as the transmitting agency.

Ambassador Doveras. That is on communications.

Senator HickENvooPER. On communications. Now, here is a chart
showing the negotiation between a recipient country and whatever
Ol’gﬂlllZdthll is going to do this job, originating first through the
embassy, and then bem«r transmitted to the KEconomic Coopemtlon
Administration.

Ambassador Doucras. First of all, let me explain one feature of
this Administration. Within the United States Embassy there is
an Feonomic Cooperation cfficer.

Senator Lopce. He is not a Foreign Service officer, ishe? He would
be some businessman that the Administrator would pick.

Ambassador Doucras. Let me clarify that point. I am very glad
you asked that question, Senator. It was assumed from a question
which was put yesterday that that person, whoever he might be,
would be selected by the Secretary of State, but that is not ((mtem-
plated. It is contemplated that that person shall be selected by the
Economic Cooperation Administration with the advice and consent
of the Secretary of State. He will probably become a member of the
Foreign Service Reserve. The Foreign Service Reserve was set up
under the Foreign Service Act of 1946 in order to enable the Govern-
ment to bring into service for limited periods of time men of peculiar
qualific: itions and ability to perform certain specialized or general
functions. And it is contemplated that this person would be : 1ppmntv(l
to the Foreign Service Reserve.

One of the reasons that it 1s so (nntmnp]atml is because generally
speaking a member of the Foreign Service Reserve would have certain
adv mtagvs over a person who was wholly outside of the Foreign
Service Reserve.. I will just clarify the question a little but further.
The regular Foreign Service consists oener ally of those who are in

the (hplmn.ltu corps as a career llw are in for long periods of
time, many of them for life. llw F mvwn Service Reserve 1s a second
group.

Then there is a third group, which consists generally of technicians,
stenographers, and minor administrative officers.

The Criatrman. But, Mr. Ambassador, the way section 6 is written,
the Secretary of State initiates all of these : appointments for the pm—
pose of performing functions under this act outside of the continental
limits of the United States.

Ambassador Dovaras. There is a proviso, I think, at the end of it.

The Cramrman. It is true that he consults with the Administrator,
but it seems to me that the language as submitted in the work sheets
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clearly gives the Secretary of State the primary control over tbe crea-
tion of this personnel. I mean the personnel of the Admmlstrator..
Of course, he should have control over the foreign-policy personnel.
[Reading :]

Provided, That with respect to the appointment or assignment of persons to
perform functions within the responsibility of the Administrator, the Secretary of
State shall make such appointments or assignments in consultation with the
Administrator.

Ambassador Doucras. Well, I think I can tell you what the intent
of that language is.

The Caairman. Even if it said, “upon recommendation of the Ad-
ministrator,” it would suggest a slightly larger autonomy on the part
of the Economic Administrator.

Ambassador Doucras. I think it is meant that the person shall be
appointed by them both, and he shall be satisfactory to both.

The Caairman. I think the point still needs substantial clarification.

Ambassador Doucras. I think the language does.

Senator Barkrey. May I ask whether this Foreign Service man, who
is to be an economic cooperator within the embassy, is to be chosen
from the existing Foreign Service Reserve, or would he be appointed
regardless of that and become a member of the Foreign Service Reserve
upon his appointment ?

Ambassador Doucras. He may be a member of the Foreign Service,
a member of the permanent Foreign Service, if he meets the qualifica-
tions. If heisappointed from outside of the Foreign Service, and out-
side of the Foreign Service Reserve, he may be covered into the Foreign
Service Reserve.

Senator BARKLEY. So you are not limited to the present current For-
eign Service Reserve?

Ambassador Douceras. That is my understanding, and I am quite
certain I am correct about that.

Senator Lobce. Are they paid and administered by the State De-
partment ?

Ambassador Doucras. They will be paid by the State Department.

Senator Lopce. And administered by them ?

Ambassador Doucras. Administration to this extent, Senator, that
abroad in each one of these embassies, they will be attached to the
embassy.

Senator Lopce. Would he look for his promotion to the State
Department or the Economic Cooperator ?

Ambassador Doveras. The appointing power, if the appointing
power is both, would also, I believe be the promoting power.

Senator Lobee. That would be the State Department, would it not’

Ambassador Doucras. I say if the appointing power is both, and
I understand that is the case and that is the intention. the promoting
power would be the same. |

Mr. Nitze tells me that promotion would be made by the Foreign
Service Board, of which the Economic Cooperation Administrator
would be a member.

Senator Lobee. He would be a member ?

Ambassador Doveras. Would be a member.

May I just go on? One more thing about the person in an em-
bassy. His functions will be economic, and they will be intimately
related to the Economic Cooperation Administration. He will, how-
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ever, be in consultation with the ambassador. He will communicate
to his own administration and to the State Department. and should
there develop any differences between him and the ambassador, he
has the right to communicate his differences, but the ambassador, like-
wise, has the right to express his views. :

Senator Hickexvoorer. But if he is appointed by the State De-
partment and he is promoted by the State Department, he would be
very apt to be very sensitive to the relation of the State Department.

The CrarrMaN. And paid by the State Department, which is not
to be overlooked.

Senator HicxeNroorEr. And would be more apt to accede to their
wishes, rather than to those of the Economic Cooperation Adminis-
tration. .

Ambassador Doucras. There is a nice problem of the status of the
head of a mission representing the United States Government. He
represents the United States Government and all branches and
divisions of the United States Government. That should not be over-
looked. He is not just a representative of the State Department.
There 1s a nice problem of reconciling the position of the man who
represents the United States Government and is accredited as such
to a foreign government, and any person representing independently
a special and specific agency of the United States Government. I am
quite clear that there should not be two people representing the
United States Government consulting with the heads of foreign
governments and expressing views of which the other is not wholly
aware.

Senator Lopce. Let me ask you this question, Mr. Ambassador.
Let’s say that they found a very able man to head this thing. Well,
let’s say they had you to head it. Would you, under this administra-
tive scheme, be able to recruit all the smart, well-qualified men that
you know, and move in on this thing and really do a bang-up job
without red tape, in harmony, of course, with the Secretary of State,
without having all your messages delayed in a lot of bureaus here?
Would you be able to move in with your own team and do a job,
under this set-up?

Senator ConNarLy. That is an unfair question. You are making
it quite personal. It is embarrassing to the Ambassador to try to
answer it.

Senator Lopce. Don’t answer it, Mr. Ambassador.

Ambassador Doucras. I am trying to give you a perfectly honest,
direct answer.

Senator Lobce. If you do not think it is a fair question——

Ambassador Dovcras. I think it is a perfectly fair question.

Senator ConNarLLy. I withdraw my comment. Go ahead.

The Cmamrman. I do not think it is a particularly fair question,
because I think that this particular gentleman might be able to answer
it “Yes” because of his peculiar and particular background and rela-
tionships, where this independent administrator who might be brought
in from the outside would not answer it the same way at all. '

I will withdraw my comment, too.

Ambassador Doveras, I will withdraw mine.

Senator Lobee. Make it any extremely able man. T am not asking
you if you could do it personally, but any man of the type that we
would like to see run it.
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Ambassador Dot( LAs. The question you ask, and the reason I am
pondering about it, is really a broader one, Senator, and that ls, it
goes really to the ability to get competence in Government service
anywhere, real competence the kind that is required at times like these,
And that is one of the reasons that I was hesitating In giving you an
answer. There are limitations on the amount Whlch can be paid.
There are other restrictions, and a great many competent people who
would like to serve their country find it impossible for them to make
the sacrifices necessary.

I think your question is a fair question, and I would like to, myself,
give it some further thought, not in terms of any p‘n‘tlcul‘u‘ person-
(llltV

Senator Lobce. Take your time.

Ambassador Doucras. And then come back and give you a more
considered answer than I could give you this afternoon

Senator Lobae. That should be very satisfactory.

Ambassador Doucras. There is that problem of reconciling the posi-
tion of ambassador, who 1s the representative of the United States
Government, and a representative of an independent agency in the
proper performance of his duties.

Senator CoNNaLLy. Mr. Ambassador, if you did not think that it
could be done, in answer to the question from the Senator from Massa-
chusetts, by anybody, you would not be advocating it, would you?

Ambassador” Doveras. 1 sald, Senator, that “This program, we
thought, or this particular proposed Administration, would meet the
specifications that have been laid down. I think that within the
limitations which naturally are imposed upon (Government service,
you can get competence. But the limitations themselves restrict the
area from which you can recruit and often have the effect of compel-
ling one to take a person of lesser ability than one would want. But
that is inherent in the whole problem.

Senator CoNnvaLLy. That may be true, but if you did not think this
plan would work, you would not be advocating it, would you

Ambassador Dovcras. I think it will work.

Senator ConnarrLy. All right.

Ambassador Doucras. Certainly it 1s a proposal which meets the
specifications.

(Chart D is inserted herewith.)

Ambassador Douvcras. This is the way in which, graphically, it is
suggested, under the program, that there will be agency participation
in the distribution of commodities in short supply.

Let’s take this block here, which represents the total United States
supply. Of that total United States supply, a certain very large por-
tion will go to domest#: use, and the balance will be allocated to c\pmt
The Dep(utments who have the primary responsibility for the deter-
mination of that which will be consumed at home and that which will
be sent abroad are the Departments of Agriculture and Commerce.
The other interested agencies are the Department of the Army, the
Interior, the Economic Cooperation Administration, and the State
Department.

The primary responsibility would rest and does rest with the Depart-
ments of Agriculture and Commerce.

As 1e0<11ds that block of United States commodities that have been
allocated for export, the primary responsibility for the determination
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of the portion which will be made available for consumption or de-
livery to the participating countries on the one hand, and to the non-
participating countries on the other, rests with Agriculture and Com-
merce, having received, in the case of some commodities, the recom-
mendations from the Economic Commission of Europe, on the one
hand, the Food and Agricultural Organization on the other, recom-
mendations which they "do not have to follow.

Senator Connxarry. I was going to ask you. The Administrator
could overrule them, could he not? '

Ambassador Doucras. On the distribution of the amount available
for export, as between the participating countries and the nonpartlcl-
pating countries, primary responsibility for that allocation now is
reposed in the Departments of Agriculture and Commerce.

Senator ConnarrLy. And the Administrator does not have anything
to say about 1t ?

Ambassador Doucras. No.

As to the allocation of the amount available for the participating
countries, and it is only in respect to the participating countries thdt
the Economic Cooperation Administration has jurisdiction, that Ad-
ministrator will determine the allocations as among them,

Senator ConnarLy. That is all right.

Ambassador Doucras. And the 1nterested agencies are Commerce,
Agriculture, and the Interior.

‘Senator CoxnaLLy. But the Administrator has the authority.

Ambassador Doucras. That is right.

Senator Connarry. All right.

Ambassador Doucras. State and Army also have the primary re-
sponsibility, but the ECA, the Economic Cooperation Administration,
has the final say.

(Chart E is inserted herewith.) ;

Ambassador Doucras. Now, let us take a case here in regard to coal.
There is a United States Coal Committee on which there would be the
Administrator or his representative, Commerce, Interior, State, Navy,
the Maritime Commission, and the Office of Defense Tmn&pmt‘mnn
They make a tentative calculation of the amount of coal available
for export, and that calculation goes to the special United States
representative to the European recovery program, and through him
to the Coal Committee of the IEconomic Commission of Europe.

The Economic Commission of Europe also, however, has other
sources of coal for allocation. Some of it may come from Germany,
some of it may come from Poland, and some of it may come from other
sources. It then recommends allocations to respective countries of
the total amount of coal, and among other things, the allocation of
the coal from the United States. That comes back through any one
of the 16 governments of any one of the 16 pmtlup.ltnm countries
through the embassy with information to the special United States
10p10sontatlv and when T say “through the embassy,” I mean
through the officer of the Economic Coope ation Administration in
the ombfissv—thon to the Economic Cooperation Administration.
And if there is any advice on foreign policy, or financial policy, the
former comes from the State I)C})dl tment and the latter from the
National Advisory Council.

I have had some occasion to deal with coal and I found no difficulty
in dealing with it in the United States Embassy in London. Possibly
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that is because it has just worked. That, in general, Mr. Chairman, is
a graphic representation of the way in whmh this proposal would
work. There are a number of other charts here, but I do not think
1t 18 p(ntlcul‘uly necessary to absorb your time with a further explana-
tion of it. It gives you a general idea. It is a complicated matter, let
me repeat, no matter how it is established.

There is one final point I would like to make, if T may. It has been
indicated that the United States Government has expended tremen-
dous sums in the relief of Europe, and that no particular results have
been achieved. I have not myself followed the way in which those
relief funds have been administered.

I cannot testify that there has not been misuse of them, or wastage
of them here and there. But I think there is a fundamental point to
be made, and I can tell you what that is in respect of these 16 countries
very briefly.

There have been made available for the 16 participating countries
for relief slightly over $10,000,000,000 during the course of the last,
or a little little over 21, years.

Senator CoNNaLLY. Does that include loans, or just gifts?

Ambassador Doucras. That includes everything, a little over
$10,000,000,000.

Senator CoNNaALLY. Some of it is loans?

Ambassador Doveras. Yes.

That is a large sum of money.

What would have happened to those countries had that sum not
been made available T cannot say, and no one can say, but I can say
that between 1945 and 1947 the national income of these 16 1)dltl(ll)dt
ing countries, and that provides some rough measure of what has
0('(11119(1. which stood at $78,000,000,000 in 1940. and in terms of 1940
dollars at $55,000,000,000 in 1945, has risen to $69,000,000,000 in 1947.
So the statement tlmt this money has been wasted, and that no result
has been produced, is not, I believe, in accordance with the facts and
the evidence.

It has been asserted that this European recovery program will sub-
tract vast quantities from the United States economy.

Here is the chart.

(Chart F is inserted herewith.)

An‘lbasszulol Doucras. There are four items. T did not pick the
items. They are somewhat representative. They do not cover a good
many of the things involved, but the chart discloses the extent to which
commodities will be subtracted from the United States economy.

Why were these particular items chosen ?

Mr. Nirze. They seemed to be representative and significant items.

Ambassador Doueras. Synthetic nitrogen, during the 15 months
period, 5.9 percent of the United States 1)1()(111(t1(m

Coal, the exports of coal will run somewhere in the vicinity of
42,000,000 tons or more, as I recollect it, during the 15 months’ period,
or 6.2 percent of our production.

Finished steel represents but 3 pel(ont of our total production.

And lumber, expressed in boar (1 feet, 2.1 percent.

Senator. Longe. How do those percentages compare with normal
exports?
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Ambassador Doucras. They are somewhat in excess of normal ex-
ports, I should think.

Mr. N1rzE. Normal exports of coal would be zero.

Ambassador DoucLas. We exported before the war a certain amount
of coal, a very small amount of coal, as I recollect, to certain of the
South American countries, but otherwise, I think we were not an
exporter of that commodity.

Senator Lobee. Under the interim-aid bill we actually exported
less than we would have exported normally, and that is why I asked
the question here, as to whether or not these exports depicted here were
lower or higher than normal exports, and if those figures

Ambassador Doucras. Less than we have been, and that is true of
the whole program.

We will be e\p(ntmu less 1n 48, during the 15 months’ period, than
we have been exporting in the past; that is, in 1947.

Senator Lope. But more than that?

Ambassador Douveras. More than in normal times. One will have
to make a complicated adjustment on account of price rise and a

rariety of things and so forth.

With respect to coal, we were not normally a substantial exporter.
‘We have a few bunker exports for our own use, and a small quantity
to South America, but except in the year 26, when we exported coal
to the United Kingdom during a general strike, and except some
exports from the United States, as I recall it, immediately after the
close of World War I, we were not an exporter at all of coal to Europe.

I should imagine that the finished-steel exports to Europe, to the 16
participating countries, would be higher than it was before the war.

I should think the same thing would be true of lumber. Indeed, I
should think the same thing would be true of practically all the items.

Senator Grore. Mr. Ambassador, your percentage figures there are
not very illuminating. Take the first item; we are ahm(lv in short
supp]\’ in this ('()ll]]th about 10 percent, and you are simply taking
5.9, or 6 percent more away. And while your exports under this pro-

-am will not be great, nevertheless, in order to make them intelligent
(m(l intelligible, you have to know what your present supply is. We
are in short supply now by 10 percent.

Ambassador Doveras. Of nitrogen ?

Senator Groree. Of nitrogen, yes, sir.

Ambassador Doveras. That would increase the short supply, then,
to 16 percent.

Senator Grorar. That is about right.

Ambassador Doucras. We are not in short supply in 1(-\1)0(t to coal.

I was going to say, Senator, that I doubt that this represents any
increase in nitr ogen exports over the-amount which we exported in 1947,

Senator Grorce. Not a great increase, that is true.

Ambassador DoucLas. A,«_r(nn let me say this, Senator: While this
European recovery program may seem doubtful to some, for one
reason or for another, one has to measure the doubts that one has about
the cost of the program, cost expressed in a variety of different ways,
with the cost to this country if these 16 European countries, or some
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of them, either lose their influence or fall under the domination of the
police states. And always, it seems to me, when trying to arrive at g
judgment as to whether a program of sufficient magnitude to effect the
European recovery program is a wise thing for the United States to
undertake, we must consider the cost of the program against the conse-
quences, the implication, and the far-reaching costs of doing nothing
or doing something inadequately.

Senator Grorce. I would generally agree with you, except I do not
think that the State Department is justified in presenting absolute
alternatives.. We do not face that issue. The United States does not,
That is the technique of propaganda that I do not quite appreciate
myself. I realize that weighed against the considerations that you
enumerate you get a true perspective, a true picture of it, but we are
not necessarily faced by absolute alternatives, and that is the basic
error in the premise on which this whole program is proceeding, in
my judgment.

Ambassador Doucras. What, Senator, do you mean by “absolute
alternatives #”

Senator Georce. For instance, the Secretary of State says that we
must do the whole of this or none. Now, I do not know whether, if we
reduced it slightly, we would necessarily destroy the whole program.
In other words, $6,800,000,000. When I look at these charts, though,
and see how many people are going to be involved in it, you almost
convince me that you need the whole $6,800,000,000 for the first 15
months.

Ambassador Doucras. Some of the people involved in it, Senator,
speaking to that point, are already in the Government service.

Senator GeorGE. They are not all in Europe.

Ambassador Doucras. There actually does not have to be many in
Europe, Senator.

Senator Georce. What I mean is simply this, that we are told flatly
that the $6,800,000,000 is necessary for the first 15 months, and that
we should do the whole thing or no part of it. That is not exactly a
proper statement, it seems to me, to make to the legislative branch of
the Government. Suppose the legislative branch of the Government
should be of the opinion that $6,000,000,000 would be sufficient, in its
honest judgment? Haven’t we any leeway? Must we face these
absolute alternatives and either do them or not ?

Ambassador Doucras. I do not think anyone said that one had to
andertake this program in the amount of $6,800,000,000 or not at all,

Senator Georce. It was said by way of argument, but I think it was
sald pretty definitely.

Ambassador Doucras. I, myself, have said that in our judgment the
$6,800,000,000 based upon these calculations, represented the minimum,
and I tried to explain why.

Senator GEorGE. I can appreciate that statement Mr. Ambassador,
and I can appreciate that attitude. But that is quite a different thing
from saying “Give it all, or none.”

Ambassador Doucras. Your memory is very good, as I know very
well.

Senator Grorce. It was said by way of argument, and it does not
make so much difference to me, except that it is the technique of the
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propagandist, and that I do not think you should resort to, because this
matter 1s a matter of merit, and it should be determined on its merit,
and without the assistance of any technique of that character.

I do not think General Marshall meant in that way. He was seek-
ing emphasis, and by way of argument, he was simply making the state-
ment. But I think you see it in almost all of the leading newspapers
of the United States this morning, that we are asked to Take it all or
do nothing about it.

Ambassador Doveras. T think the Secretary’s exact language was,
“This should be done adequately, or not at all.”

Senator Groree. I would not argue about that.

Ambassador Doucras. I am quite sure that the Secretary would not
attempt to use the device of propaganda. I am sure that he would not
undertake to deny the congr essional judgment. I think he was stating
in one way his estimate as S to the necessity of the situation.

Senator GeorcE. I can see that.

Ambassador Doueras. And I hope, Senator, that I have said nothing
which would

Senator GeorGe. No,no, Mr. Ambassador. I understood you to say
that you were giving reasons that you regard as entirely pertinent as
to why this full amount should be authorized and appropriated. That
is quite a different story.

Ambassador Doucras. I am sure the Secretary did not mean to
imply that the Congress of the United States could not express judg-
ment. I am sure he did intend to say, however, that in his ]udament
this was the minimum.

Senator Bargrey. I would like to observe in that connection that I
do not think some of the headlines of the morning papers were justified
by what General Marshall said.

Ambassador Doucras. I feel that way, sir.

Senator BARgrLEY. I saw those headlines, and I felt at the time that
was not his statement.

The CrrairmaN. Let me ask the committee a question of procedure.

The committee members have not had a chance to run down the roll
and submit their questions to the Ambassador. It is4:30. If we can
conclude with the Ambassador by 5 o’clock, I am sure he would be will-
ing to stay. If that represents any sort of a curb, however, on the
extent of the questions that the committee wants to ask I would prefer
to go over to the morning and have the Ambassador return.

What does the committee have to say about that?

Senator Connarry. I think the Ambassador is tired.

Ambassador Doucras. Maybe the Ambassador has exhausted the
patience of the committee.

The Cmairman. Other members of the committee agree with the
suggestion of the Senator, not regarding the Ambassador but regard-
ing the desirability of going over to mor ning, so we will take a recess
until 10 o’clock fomorrow morning. If you will come back, Mr.
Ambassador, we will try and let you have a pcacefu] Sunday.

Ambassador Dovcras. Before the committee recesses, may I merely
insert into the record a statement covering the request made by Senator
Lodge yesterday on strategic raw materials.

The Cramyan. Yes.
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(The table furnished in response to Senator Lodge’s request 1s as
follows:)

Possible production increases and stock-pile acquisitions of selected strategio

materials
Estimated .
optimum pos- |Additional possible
Item sible expanded | annual stock-pile
production in acquisitions
2 years
Asbestos, amosite: Not produced by participating countries.
¢ Asbestos, crysotile: Southern Rhodesia.___ .. . _____________ Tons.. 15, 000 2, 000-3-500
Baucxite:
British-Gniana@sfol A FUTE THIES S RREEE W ARV N long tons._._
Brenchi@uiang 4 . 8 oS sy et i Fo' ) B apytphi b SUEREE (o LI
Netherland East Indies. - - .= 8 F 82 = do____ 3, 500, 000 850, 000-1, 400, 000
Birinam i AF sl S Gk 1SN § 1s SATEIREERNI IR b B Ao 1!
Beryl: Not produced by participating countries or dependencies.
Chromite:
(greocg R gt A ey G long tons. .
vew Cdladonan. b o0 -5 oF dmeeh oo ke 19T SRR QEEE
SonthernRbpdasigee! § Eal® JpvBadinet Ot L 5 dore. - 510, 000 125, 000-200, 000
i b7 ) R O R S I T o S do___.
Cadmium:
Belgian UBonEg s st U, o5 8 | st B ) dene o i ceks U5 pounds._ _
Jor ie
M bears Latiin B SRR T o 500,000 | 200, 000-400,00
BT Tl e i R T R T e do._
Celestite: Not presently being purchased for stock piles.
Cobalt:
Balgian Congo: s D8 5 hs R e Sl A s R pounds. .
Neorthern BRhodesiac: . ‘wrs o fivanded ool &Frifa ITER do___. 9, 000, 000 | 1, 500, 000-2, 500, 000
NIQFOCEO. - ot oo b e ettt 1o Y T s e et et L do..._.
Copper:
Belrian Glongnt. > o e b o Hoube ion el T gl tons.__
gLy g SR, e et Gl SRR A S fa e 10 - 475,000 | 50,000-85,000.
Norther, Rhodesia L8 I Tl Al «Salliae 1L TEEN i do.-..
Corundum: Nyassaland .. . = _eo 0. 5 o e s do, - 600 | 175-300.
Diamonds, industrial:
BeloionClonen. . el o C 8 el ot ool S la Gl D gt carats._ _
ANEGIaY AT TR TN TN et .
GE e T T e TS do----I1 10,500,000 | 2,000, 000-3, 000, 00
SIeveR, T agn0 - - &l O S s e A el e Gl do-:. -
Graphite:
EpvIone. v cEa q oot 8 W iy K UiBINE &5 b TRETENR tons._ _
M adacascar bl - 247 JELEL) WL BFRESE yEVATRLENENT S Tee do. " } 9, 500 1, 000-1, 800
Kyanite: Not produced by participating countries or dependencies.
Lead:
Gicecera e L Y4E Ly AEET T wid ) I Srfwia SV LIETY) DTN Y tons.__
52T 00 201 o SO SN N SN, S gk B SO L BN S, TN dolc.. 75, 000 30, 000-55, 000
TR T R O e T NN WP e ey oy do___.
Manganese:
Morocko. 21 L LT e et 80000 1 0, 00 0
Mercury: No additional production needed.
Mica:
T e L L S P TR pounds.__ |
Madagasear______ o 75 o e 600, 000 150, 000-225, 000
Southern Rhadesigl L Sl O s b ey L g S A ! gty [
Nickel: R
New Cs fal_ X TSR SENENY RRVSTS. Y SN N9 T2V W
e R T W A ¥ o e o=} 20,000,000 | 2,000, 000-3, 000,000
Iridium: Not produced in participating countries or dependencies.
Platinum: Not produced in participating countries or dependencies.
Quartz erystals: Not produced in participating countries or dependen-
cies.
Quebracho: Not produced in participating countries or dependencies.
Rubber: No production expansion needed.
Rutile: Not produced by participating countries or dependencies.
Sapphire: Not produced by participating countries or dependencies.
Ruby: Not produced by participating countries or dependencies.
Shellac: Not produced by participating countries or dependencies.
‘Pantalite” Belgian Congo. i . o e o s pounds. . 200, 000 100, 000-165, 000
Tin:
Belgian Congn.: . .. & ok e sk e b ey b S long tlons_.
Netherland East Ingies. . L N e L " N b
Malama o f e e B . 167,000 25, 000-40, 000
Ngeria  F. L e e a0,
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Possible production increases and stock-pile acquisitions of selected strategic

materials—Continued

Estimated
optimum pos- |Additional possible
Item sible expanded | annual stock-pile
production in acquisitions
2 years
Shangsten: Portugal - - oo o oo o sa tais pounds._ _ 3, 000, 000 | 2, 500, 000-3, 000, 000
%'_arégdium: Northern'Rbodesif:-. - .- - . 5 b Sl do._ .- 600, 000 150, 000-240, 000
i Belgian Bongge-rs hee o St L e LR B Y tons_.
e e s 70,000 | 20,000-35,000
R e et T T d L Tk Sy Ok P i
Zircon: Not produced by participating countries or dependencies.
NI NP0 oo e AL On B list: Not purchasable with
stock-pile funds.
o R AR N R IS N P Do.
L G N A LB L U SR Do.
T e e el A PN by, e s T Bt Do.
I taend dies L . L ST UL L sArT i SRl Do.
[N SR e S SRR e £ el i MaT ) Do.
TR T e R st SO AL JERN AL Do.
T AR TR R SO S T i L N ] Y Do.
LT ety it SRR, Ry S i it S Do.
TR . = O AL TE FR I RTIO0E La PO o Do.
T RS VLTI SN T ¢ g A Tk ) L TR PR ol LR Do.
o e M RN SNNTGRE SO L O T o e SR Do.
L A S ST SR Do.

(Whereupon, at 4:30 p. m., the hearing was adijourned, to recon-
vene on the following day, Saturday, January 10, 1948, at 10 a. m.)
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