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Mr. JonKMAN. I wanted to know that, because when the Paris

Committee made its report, as near as I was able to ascertain, only

about 25 percent of the amount called for—that was $5,900,000,000–

was for foods, feeds, and fertilizers.

I think by the time we get through with this $6,800,000,000, more

than half of it is for grants in aid and I would not be surprised if it

got up to two-thirds, leaving only one-third for loans.

The Administration, of course, tells us that 20 percent to 40 per

cent of this $6,800,000,000 will be in the shape of loans. Split the

difference and make it 30 percent, it would still be 70 percent in the

nature of grants in aid or just gifts. º

Mr. ScHELL. I am encouraged in seeing us face this a little more

realistically than we have in. past.

I think at the time of the British loan that unfortunately we did

not face it with much realism. I had many discussions with Secre

tary Clayton about that at the time.

ºf course, you know the position that was taken by the British,

that itjhave been a grant in aid. Whether it should or not

I am encouraged now that we are facing these things a little more

realistically. We break down, in my judgment, the normal confi

dence in loans, if we freely make them and . not expect repayments,

and I think it is wrong.

Mr. JonKMAN. That is all, Mr. Chairman.

Acting Chairman LoDGE. If there are no more questions, the com

mittee will adjourn. Thank you very much, Mr. Schell.

It has been a most illuminating and beneficial discussion.

Mr. ScHELL. Thank you, Mr. Chairman, for your patience, and I

appreciate the opportunity which your committee has afforded me

to appear before you.

Acting Chairman Lodge. Thank you, sir. -

(Whereupon, at 12:20 p.m., the committee adjourned, to recon

vene at 2 p.m., the same day.)

AFTERNOON SESSION

The committee reconvened at 2:20 p.m., at the expiration of the

receSS.

Chairman EATON. The committee will be in order.

We are very glad to have our good friend Dean Acheson with us.

This is not a very large number of committee members here, but it

is a select group, Mr. Acheson. You can see the large audience you

have, which is another tribute to your immense popularity.

STATEMENT OF HON, DEAN ACHESON, MEMBER OF THE EXECU

TIVE COMMITTEE, COMMITTEE FOR THE MARSHALL PLAN

Mr. AcHEson. Mr. Chairman, and ladies and gentlemen of the

committee. May I start with a less serious comment? I remember

many, many years ago I used to inhabit the old boathouse at Yale

University. There was an old boat rigger there, and when we would

come in, he would greet us with enthusiasm and would say, “Well,

well, it certainly is old-fashioned to see you.”

It is certainly old-fashioned to see the faithful gathering in this

committee this afternoon.

69082—48–44
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Chairman EATON. We are delighted to see you, Mr. Acheson.

Mr. AcHEson. Mr. Chairman, members of the Committee on

Foreign Affairs of the House of Representatives, it is an honor to

appear before you again.

This time, of course, I do not appear as a Government official, but

as an individual and on behalf of the Committee for the Marshall

Plan to Aid European Recovery. I offer for the record this pamphlet,

A Statement of Purpose, that outlines our objectives .# lists the

members of our national council. As you will observe, our national

council is broadly representative of all parts of our national life and

all sections of our country.

Chairman EATON. The pamphlet will be included in the record at

this point.

#. pamphlet referred to is as follows:)

CoMMITTEE For THE MARSHALL PLAN To AID EUROPEAN REcovery

A STATEMENT or purpose

“I am confident that if the issues are clearly presented, the American

people will give the right answer.”—HENRY L. STIMson.

The committee for the Marshall plan to aid European recovery was announced

on November 17, 1947. But it was started long before that—in the minds and

hearts of men and women throughout the United States. Since last spring

leaders in our Government, in business, labor, and farm groups, in our colleges,

churches, and other professions have sensed the growing economic crisis in Europe.

Many of these people have urged that we would have to play a larger role in

helping the countries of Europe restore their war-shattered industries and farms

...? homes. They know that “the troubles of Europe are not other people's

troubles; they are ours.” They know that “there are no merely foreign dangers

any more.” And they were waiting anxiously for someone to express their deep

desire for action. Henry L. Stimson provided this voice in his now famous

article The Challenge to Americans in Foreign Affairs of October 1947.

Mr. Stimson's conviction that “if the issues are clearly presented, the American

people will give the right answer” led him to accept the national chairmanship of

the committee and to invite the membership of others who believe with him

that—

“The reconstruction of western Europe is a task from which Americans can

decide to stand apart only if they wish to desert every principle by which they

claim to live. We must take part in this work; we must take our full part; we

must be sure that we do enough.”

The committee that has grown from this beginning now includes among its

members over three hundred eminent Americans from all parts of the country.

The committee is not yet complete; it can never be completed so long as there are

other business, labor, farm, and community leaders who will add their names to

the list of those who accept “The Challenge to Americans” and agree that “if we

act now, with vigor and understanding, with steadiness and without fear, we can

peacefully safeguard our freedom.”

The committee does not conceive its function to be a concern with details or

the espousal of a particular solution when several equally good ones are available.

It will give its support to a program which is adequate enough and prompt enough

to be effective and it will oppose restraints upon our assistance which seek to

distort the program's proper purpose or endanger its success.

IN brief the committee believes:

That rebuilding the economy and civilization of Europe is essential to assure

ºperty and freedom for the nations of the world, including the United States

itself.

That this reconstruction will require further great efforts by the European

countries individually and in cooperation with each other.

That these efforts can succeed only if they are supplemented by a large-scale

program of American aid for Europe.

hat prompt furnishing of aid and prompt avowal of our determination to see

that the task of basic reconstruction is completed will reduce the ultimate time

and cost of the program.
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That in aiding nations who seek reconstruction in cooperation with each other

and with us, we should found our assistance on the basic principles of human

dignity and on a wise understanding of national differences, and should not

attempt to impose our own particular ways of working toward the common end.

That in carrying out our aid program we should bear constantly in mind that

our goal is the establishment of a world where stable economic conditions will allow

peace and prosperity to flourish. -

That in this joint task of European reconstruction the fullest feasible use

should be made of the United Nations and its associated agencies.

And the committee also believes that to accept theseP. is not enough.

We, here in America, must also work for our beliefs. committee on paper is

a mere exercise; a committee in action can be a national force.

The committee already has begun to work. The members of the national

council throughout the country are lending their support, and with the executive

committee, whose chairman is Robert P. Patterson, we areº in presentin

the issues to the American people so that they may understand the questionsj

provide their answers to the challenge.

The committee is distributing printed material, arranging for speakers, and

working with other existing organizations for an increasing attention to the

Marshall plan and support of its legitimate objectives. A petition to the Congress

is being circulated calling for legislation to provide a sound and adequate program,

in the light of Secretary Marshall's proposal, to aid European recovery.

But even this is not enough. Each of the members of the committee will also

have to stir the minds of people in his own community and work for the achieve

ment of an understanding deep enough to give the Marshall plan so firm a support

that we will all “Think of our prosperity, our policy and our first principles

as indivisibly connected with the facts of life everywhere.”

COMMITTEE FOR THE MARSHALL PLAN TO AID EUROPEAN RECOVERY”

National Chairman, Henry L. Stimson

EXECUTIVE COMMITTEE

Robert P. Patterson, Chairman Herbert Feis

Hugh Moore, Treasurer Alger Hiss

Dean Acheson Herbert H. Lehman

Winthrop W. Aldrich Frederick C. McKee

Frank Altschul Arthur W. Page

James B. Carey Philip D. Reed

David Dubinsky Herbert Bayard Swope

Allen W. Dulles Mrs. Wendell L. Willkie

Clark M. Eichelberger John H. Ferguson, Exective Director

William Emerson

NATIONAL COUNCIL MEMBErts

Charles E. Adams, chairman, Air Reduction Sales Co., New York, N. Y.

Charles F. Adams, Jr., president, Raytheon Manufacturing Co., Waitham Mass.

James Truslow Adams, historian, Southport, Conn.

S. C. Allyn, president, National Cash Register Co., Dayton, Ohio.

Dillon Anderson, lawyer, Houston, Tex.

Charles W. Armstrong, president, Kiwanis International, Chicago, Ill.

George S. Armstrong, president, George S. Armstrong and Co., New York, N. Y.

Henry A. Atkinson, general secretary, Church Peace Union, New York, N. Y.

Frank Aydelotte, director emeritus, Institute for Advanced Study, Princeton, N. J.

H. S. Baker, president, Producers Cotton Oil Co., Fresno, Calif.

Thomas J. Bannan, president, Western Gear Works, Seattle, Wash.

C. Julian Bartlett, president, Bartlett Chemicals, Inc., New Orleans, La.

Robert P. Bass, industrial relations expert, Peterboro, N. H.

James P. Baxter III, president, Williams College, Williamstown, Mass.

Sosthenes Behn, chairman, International Tel. & Tel. Co., New York, N. Y.

Laird Bell, lawyer, Chicago, Ill.

R. G. Bellezza, president, Locke Insulator Corp., Baltimore, Md.

Barry Bingham, publisher, Louisville Courier-Journal, Louisvlile, Ky.

Harold Boeschenstein, president, Owens-Corning Fiberglas Corp., Toledo, Ohio.

Cary C. Boshamer, president, Clover Spinning Mills, Inc., Clover, S. C.

Isaiah Bowman, president, Johns Hopkins University, Baltimore, Md.
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Henry P. Bristol, president, Bristol-Myers Co., New York, N. Y.

Lee H. Bristol, vice president, Bristol-Myers Co., New York, N. Y.

D. K. Brown, president, Neenah Paper Co., Neenah, Wis.

Hºrown, president, International Association of Machinists, Washing

ton, D. C.

Rex I. Brown, president, Mississippi Power & Light Co., Jackson, Miss.

Richard P. Brown, chairman, Brown Instrument Co., Philadelphia, Pa.

Mrs. J. L. Blair Buck, president, Federation of Women's Clubs, Washington, D.C.

Harvey H. Bundy, president, World Peace Foundation, Boston, Mass.

Clayton R. Burt, chairman, Pratt and Whitney, West Hartford, Conn.

Miss Sally Butler, president, National Federation of Business and Professional

Women's Clubs, New York, N. Y.

Charles C. Cabot, judge, Massachusetts Superior Court, Boston, Mass.

Henry B. Cabot, chairman, New England Industrial Development Corp., Boston,

aSS.

Ward M. Canaday, chairman, Willys-Overland Motors, Inc., Toledo, Ohio.

C. Alexander Capron, lawyer, New York, N. Y.

Elmer T. Carlson, president, Trumbull Electric Mfg. Co., Plainville, Conn.

Harry Woodburn Chase, chancellor, New York University, New York, N. Y.

C. M. Chester, honorary chairman, General Foods Corp., New York, N.Y.

Robert Walston Chubb, lawyer, St. Louis, Mo.

Evans Clark, executive director, Twentieth Century Fund, New York, N. Y.

Robert C. Clothier, president, Rutgers University, New Brunswick, N. J.

H. D. Collier, chairman, Standard Oil Co. of Calif., San Francisco, Calif.

Hugh M. Comer, president, Avondale Mills, Sylacauga, Ala.

Kº: Compton, president, Massachusetts Institute of Technology, Cambridge,

aSS.

James Bryant Conant, president, Harvard University, Cambridge, Mass.

Emmett Corrigan, chairman, Albert Frank-Guenther Law, New York, N. Y.

J. Cheever Cowdin, chairman, Universal Pictures Co., Inc., Universal City, Calif.

Gardner Cowles, Jr., president, Cowles Magazines, Inc., fies Moines, Iowa.

William W. Crocker, president, Crocker First National Bank, San Francisco, Calif.

Richard J. Cronan, lawyer, New York, N. Y.

T. Morton Curry, president, Belleville Woolen Co., Belleville, R. I.

Robert Cutler, president, Old Colony Trust Co., Boston, Mass.

Chester C. Davis, president, Federal Reserve Bank of St. Louis, St. Louis, Mo.

J. Holmes Davis, chairman, Spofford Mills, Inc., Wilmington, N. C.

John W. Davis, lawyer, New York, N. Y.

Mrs. Henry P. Davison, philanthropist, New York, N. Y.

John Dewey, professor, Columbia University, New York, N. Y.

John Sloane Dickey, president, Dartmouth College, Hanover, N. H.

William J. Donovan, former director, Office of Strategic Services, New York, N.Y.

James H. Douglas, jr., lawyer, Chicago, Ill. -

Arthur G. Drefs, president, McQuay-Norris Mfg. Co., St. Louis, Mo.

Charles E. Dunlap, president, Berwind-White Coal Mining Co., New York, N. Y.

Ralph M. Eastman, vice president, State Street Trust Co., Boston, Mass.

Martin H. Eisenhart, president, Bausch & Lomb Optical Čo., Rochester, N. Y.

Charles P. Eisenhauer, president, Universal Tool Co., Dayton, Ohio.

George Fielding Eliot, journalist, New York, N. Y.

James A. Farley, former postmaster-general, New York, N. Y.

George Field, executive secretary, Freedom House, New York, N. Y.

Lincoln Filene, president, William Filene's Sons Co., Boston, Mass.

Walter Fisher, lawyer, Chicago, Ill.

E. D. Flintermann, president, Michigan Steel *.*.*. Detroit, Mich.

E. H. Foot, chairman, S. B. Foot Tanning Co., Red Wing, Minn.

Allan Forbes, president, State Street Trust Co., Boston, Mass.

W. Cameron Forbes, partner, J. M. Forbes & Čo., Boston, Mass.

Harry Emerson Fosdick, pastor emeritus, Riverside Church, New York, N. Y.

John M. Franklin, president, United States Lines, New York, N. Y.

H. W. Fraser, president, Order of Railway Conductors, Washington, D. C.

Joseph W. Frazer, chairman, Graham-Paige Motors Corp., Willow Run, Mich.

Walter D. Fuller, president, the Curtis Publishing Co., Philadelphia, Pa.

Thomas S. Gates, chairman, University of Pennsylvania, Philadelphia, Pa.

E. L. Gerschke, president, Wisconsin Gasket Manufacturing Co., Granville, Wis.

Truman K. Gibson, Jr., lawyer, Chicago, Ill.

Samuel H. Goldenson, rabbi, Temple Emanuel, New York, N. Y.

Frank Goldman, president, B'nai B'rith, Lowell, Mass.

Arthur J. Goldsmith, director, B. G. Corp., New York, N. Y.
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William T. Grant, chairman, W. T. Grant & Co., New York, N. Y.

William W. Grant, lawyer, Denver, Colo., * -

William Green, president, American Federation of Labor, Washington, D.C.

gº Clark Grew, former Under Secretary of State, Washington, D. C.

S. Kendrick Guernsey, president, Rotary International, Chicago, Ill.

Helen Hall, head-worker, Henry Street Settlement, New York, N. Y.

Robert Hanes, president, Wachovia Bank and Trust Co., Winston-Salem, N. C.

George L. Harrison, president, N. Y. Life Insurance Co., New York, N. Y.

George M. Harrison, president, Brotherhood of Railway Clerks, Cincinnati, Ohio.

Rudolph S. Hecht, chairman, Mississip i Shipping Co., Inc., New Orleans, La.

H. J. Heinz II, president, H. J. Heinz Co., Pittsburgh, Pa.

Oscar Heline, president, Iowa Grain Growers Association, Marcus, Iowa.

Edward H. Heller, partner, Schwabacher Co., San Francisco, Calif.

W. L. Hemingway, chairman, Mercantile-Commerce Bank and Trust Co., St.

Louis, Mo.

Charles W. Hendel, professor, Yale University, New Haven, Conn.

Leon Henderson, economist, Washington, D. C.

G. A. Heuser, president, Henry Vogt Machine Co., Inc., Louisville, Ky.

Tracy Higgins, president,º Ink Co., Inc., Brooklyn, N. Y.

Melvin D. Hildreth, lawyer, Washington, D. C.

John H. Hilldring, former Assistant Secretary of State, Washington, D. C.

Frederick J. Hoffman, president, Hydraulic Supply Mfg Co., Seattle, Wash.

Charles R. Hook, president, the American Rolling Mill Co., Middletown, Ohio.

Mildred McAfee Horton, president, Wellesley College, Wellesley, Mass.

Althea Hottel, president, American Association of University Women, Phila

delphia, Pa.

Edwin Palmer Hoyt, publisher, Denver Post, Denver, Colo.

Hubert H. Humphrey, mayor, Minneapolis, Minn.

Alice W. Hunt, president, Consumers League of Rhode Island, Providence, R. I.

B. B. Jennings, president, Socony-Vacuum Oil Co., Inc., New York, N. Y.

George N. Jeppson, chairman, Norton Co., Worcester, Mass. -

Charles S. Johnson, president, Fisk University, Nashville, Tenn.

Lloyd A. Johnson, president, National Motor Bearing Co., Redwood City, Calif.

Robert L. Johnson, president, Temple University, Philadelphia, Pa.

Eric Johnston, president, Motion Picture Association, Los Angeles, Calif.

A. E. Jones, president, Irvington Varnish & Insulator Co., Irvington, N. J.

Harrison Jones, chairman, The Coca Cola Co., Atlanta, Ga.

Edgar J. Kaufmann, president, Kaufmann Department Stores, Pittsburgh, Pa.

Hººponnelly Keresey, president, Anaconda Wire & Cable Co., New York,

-*. -

Stanley King, president-emeritus, Amherst College, Amherst, Mass.

Allan B. Kline, president, Iowa Farm Bureau Federation, Des Moines, Iowa.

O. A. Knight, president, Oil Workers International Union, CIO, Fort Worth, Tex.

E. H. Lane, president, The Lane Co., Inc., Altavista, Va.

Roger D. Lapham, mayor of San Francisco, Calif.

Albert D. Lasker, advertising expert, New York, N. Y.

David L. Lawrence, mayor of Pittsburgh, Pa.

Mrs. Bradner W. Lee, Los Angeles, Calif.

Samuel D. Leidesdorf, member, S. D. Leidesdorf Co., New York, N. Y.

Louis Levand, publisher, Wichita Beacon, Wichita, Kans.

William E. Levis, chairman, Owens-Illinois Glass Co., Toledo, Ohio.

Sam A. Lewisohn, member of Adolph Lewisohn & Sons, New York, N.Y.

James #. Linen, Jr., chairman, International Educational Publishing Co., Scran

ton, Pa. -

Richard O. Loengard, president, United Chromium, Inc., New York, N. Y.

J. Spencer Love, president, Burlington Mills Corp., Greensboro, N. C.

Ralph Lowell, chairman, Boston Safe Deposit & Trust Co., Boston, Mass.

David L. Luke, Jr., president, West Virginia Pulp & Paper Co., New York, N. Y.

Thomas B. McCabe, president, Scott Paper Co., Chester, Pa.

Francis J. McConnell, bishop, Methodist Church, Portland, Oreg.

Brouwer D. McIntyre, president, Monroe Auto Equipment Co., Monroe, Mich.

John Finley McRae, president, Merchants National Bank of Mobile, Mobile, Ala.

º B. MacNaughton, president, First National Bank of Portland, Portland,

eg. -

M. L. Madden, chairman, Hollingsworth & Whitney Co., Boston, Mass.

Philip R. Mallory, chairman, P. R. Mallory & Co., Inc., Miami, Fla.

George Meany, secretary-treasurer, A. F. of L., Washington, D. C.
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Richard K. Mellon, chairman, Mellon Natl. Bank & Trust Co., Pittsburgh, Pa.

Ward Melville, president, Melville Shoe Corp., New York, N.Y.

William C.Nº. Genl. Secy., The Menninger Foundation, Topeka, Kans.

E. W. Middleton, Lawyer, Rochester, N. Y.

Albert G. Milbank, Lawyer, New York, N. Y.

Donald G. Millar, president, Greenfield Tap & Die .**i. Greenfield, Mass.

H. L. Mitchell, president, National Farm Labor Union, Memphis, Tenn.

R. W. Mitchell, chairman, Harris-Seybold Co., Cleveland, Ohio.

Charles E. Moore, president, Moore Machinery Co., San Francisco, Calif.

De Lesseps S. Morrison, mayor of New Orleans, La.

Mrs.º Morrow, former acting-president, Smith College, Englewood, N.J.

Malcolm Muir, publisher, Newsweek, New York, N. Y.

Charles H. Murchison, lawyer, Jacksonville, Fla.

Pº, Murray, president, Congress of Industrial Organizations, Washington,

D. Hayes Murphy, president, Wiremold Co., Hartford, Conn. -

Reinhold Niebuhr, professor, Union Theological Seminary, New York, N. Y.

F. E. O'Callaghan, Jr., president, Shuler Axle Co., Louisville, Ky.

Peter H. Odegard, president, Reed College, Portland, Oreg.

William O'Dwyer, mayor of New York, § Y.

Bºº A. O'Neal, president, American Farm Bureau Federation, Washington,

Mrs. Abram Orlow, president, Women's Council B'nai B'rith, Washington, D."C.

G. Bromley Oxnam, bishop, Methodist Church, New York, N. Y.

Robert F. Pack, chairman, Northern States Power Co., Minneapolis, Minn.

Carleton H. Palmer, chairman, E. R. Squibb and Sons, New York, N. Y.

Henry Parkman, lawyer, Boston, Mass.

Reginald H. Parsons, president, Parsons Investment Co., Seattle, Wash.

Mgºlºd Patterson, chairman, American Machine & Foundry Co., New York,

Mrs. Norton, H. Pearl, former president, American Legion Women's Auxiliary,

Detroit, Mich. -

A. Q. Petersen, president, Wesson Oil and Snowdrift Co., Inc., New Orleans, La.

Howard C. Petersen, vice-president, Fidelity Philadelphia Trust Co., Philadelphia,

8.

Clarence E. Pickett, executive secretary, American Friends Service Commission,

Philadelphia, Pa.

Daniel A. Poling, editor, Christian Herald, New York, N. Y.

Louis Polk, president, Sheffield Corp., Dayton, Ohio.

Walter E. Poor, chairman, Sylvania Électric Products Co., New York, N. Y.

Generoso Pope, publisher, Il Progresso Italo-Americano, New York, N. Y.

George A. Pope, Jr., president, Pope and Talbot, Inc., San Francisco, Calif.

Jºº.§§ººks. president, Amalgamated Clothing Workers of America, New

ork, N. Y.

Gwilym A. Price, president, Westinghouse Electric Corp., Pittsburgh, Pa.

Redfield Proctor, president, Vermont Marble Co., Proctor, Vt.

Joseph M. Proskauer, chairman, American Jewish Committee, New York, N. Y.

Claude U. Putnam, president, Markem Machine Co., Keene, N. H.

Ağp Randolph, president, Brotherhood of Sleeping Car Porters, New York,

Frank P. Rhome, president, Lunkenheimer Co., Cincinnati, Ohio. .. -

Fº §ieve general president, Textile Workers Union of America, New York,

Walter M. Ringer, president, Foley Mfg. Co., Minneapolis, Minn.

Francis E. Rivers, judge, Municipal Court, New York, N. Y.

D. B. Robertson, president, Brotherhood of Locomotive Firemen and Enginemen,

Cleveland, Ohio.

Nelson A. Rockefeller, former Assistant Secretary of State, New York, N. Y.

Mrs. Kermit Roosevelt, New York, N. Y.

Elmo B. Roper, Jr., publicist, New York, N. Y. -

Morris S. Rosenthal, executive vice-president, Stein, Hall & Co., New York, N. Y.

Lessing J. Rosenwald, chairman, Rosenwald Fund, Jenkintown, Pa.

Raymond Rubicam, New York, N. Y.

Anson J. Sanford, president, Cleveland Hardward & Forging Co., Cleveland, Ohio.

David Sarnoff, president, Radio Corporation of America, New York, N. Y.

Luigi Scala, president, Columbus National Bank, Providence, R. I.

William Scarlett, Bishop, Protestant Episcopal Church, St. ilouis, Mo.
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Figge; A. Schaff, chairman, Combustion Engineering Co., Inc., New York,

Harry Scherman, president, Book-of-the-Month Club, New York, N. Y.

Harry S. Scott, president, General Steamship Corp., San Francisco, Calif.

W. H. Seaman, president, National Roll and Foundry Co., Avonmore, Pa.

CŞeº E. Searle, president, Worthington Pump & Machine Corp., New York,

Charles Seymour, president, Yale University, New Haven, Conn.

Mayo A. Shattuck, partner, Haussermann, Davison and Shattuck, Boston, Mass.

Henry L. Shattuck, lawyer, Boston, Mass.

Bernard J. Sheil, auxiliary bishop, Archdiocese of Chicago, Chicago, Ill.

John Ben Shepherd, President, Junior Chamber of Commerce, Tulsa, Okla.

Boris Shishkin, economist, American Federation of Labor, Washington, D. C.

George N. Shuster, president, Hunter College, New York, N. Y.

J. A. Sisto, chairman, Barium Steel Corp., New York, N. Y.

Fred W. Smith, president, International Association of Lions Clubs, Chicago, Ill.

Herbert E. Smith, president, United States Rubber Co., New York, N. Y.

Paul Clifford Smith, editor, San Francisco Chronicle, San Francisco, Calif.

Tom K. Smith, president, Boatmen's National Bank, St. Louis, Mo.

Brehon B. Somervell, president, Koppers Co., Pittsburgh, Pa.

J. P. Spang, Jr., president, Gillette Safety Razor Co., South Boston, Mass.

Charles E. Spencer, Jr., president, First National Bank of Boston, Boston, Mass.

Robert G. Sproul, president, University of California, Berkeley, Calif.

J. H. Stackpole, chairman, Stackpole Carbon Co., St. Mary's, Pa.

Meier Steinbrink, chairman, Anti-Defamation League, New York, N. Y.

Russell Stover, president, Russell Stover Candies, Kansas City, Mo.

Arhur L. Strasser, chairman, Stein, Hall & Co., New York, N. Y.

Roger W. Straus, chairman, American Smelting & Refining Co., New York, N. Y.

A* ºrd Strauss, president, National League of Women Voters, Washington,

Arthur Hays Sulzberger, president, New York Times, New York, N. Y.

Raymond Swing, radio commentator, Washington, D. C.

Gº." yº e, honorary chairman, International General Electric Co., New

ork, N. Y.

Charles J.Śº chairman, Symington-Gould Co., New York, N. Y.

Charles P. Taft, president, Federal Council of Churches of Christ in America,

Cincinnati, Ohio.

Mrs. Mamie K. Taylor, corporation official, Atlanta, Ga.

Reese H. Taylor, president, Union Oil Co. of California, Los Angeles, Calif.

Barent Ten Eyck, lawyer, New York, N. Y.

Ralph E. Thompson, president, Scott & Williams, Boston, Mass.

Channing H. Tobias, director, Phelps Stokes Fund, New York, N. Y.

P. º jºin. president, International Brotherhood of Teamseters, Indiana

polis, Ind.

Niles Trammel, president, National Broadcasting Co., New York, N. Y.

John Twohy II, president, Commonwealth Sand & Gravel Corp., Norfolk, Va.

Carl Van Doren, author, New York, N. Y.

Rºon Kleinsmid, president, University of Southern California, Los Angeles,

alif.

Walter Wanger, president, Walter Wanger Productions, Culver City, Calif.

James P. Warburg, economist, New York, N. Y.

Robert R. Wason, president, Manning Maxwell & Moore, Inc., New York, N. Y.

Tºgº. J. Watson, president, International Business Machines Corp., New York,

Sumner Welles, former Under Secretary of State, Oxon Hill, Md.

H. B. Wells, president, Indiana University, Bloomington, Ind.

Grover A. Whalen, chairman, Coty International Corp., New York, N. Y.

Wºl. H. Wheeler, Jr., president, Pitney-Bowes Postage Meter Co., Stamford,

onn.

Walter White, secretary, National Association for Advancement of Colored

People, New York, N. Y. -

rs. Norman De R. Whitehouse, president, Women's Action Committee for

Lasting Peace, New York, N. Y.

A. F. Whitney, president, Brotherhood of Railroad Trainmen, Cleveland, Ohio.

John Hay Whitney, partner, J. H. Whitney & Co., New York, N. Y.

Lewis B. Williams, chairman, National City Bank of Cleveland, Cleveland, Ohio.

H. F. Willkie, vice president, Distillers Corp.-Seagram, Ltd., Louisville, Ky.

Arthur L. Williston, engineer, Dedham, Mass.



694 Foreign Policy For A POST-war RECovery PROGRAM

John P. Wilson, lawyer, Chicago, Ill.

Charles Deere Wiman, president, Deere & Co., Moline, Ill.

David J. Winton, chairman, Winton Lumber Co., Minneapolis, Minn.

Stephen S. Wise, president, American Jewish Congress & World Jewish Congress,

New York, N. Y. *

Jaſhes H. Wolfe, judge, Supreme Court of Utah, Salt Lake City, Utah.

Matthew Woll, president, The Union Labor Life Insurance Co., New York, N. Y.

Wilson W. Wyatt, former National Housing Administrator, Louisville, Ky.

Howard I. Young, president, American Zinc, Lead & Smelting Co., St. Louis, Mo.

Owen D. Young, honorary chairman, General Electric Co., New York, N. Y.

Pº, Zanuck, vice president, Twenty Century-Fox Film Corp., Beverly Hills,

a.

Max Zaritsky, president, Millinery Workers Union, New York, N. Y.

James D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif.

Samuel Zemurray, president, United Fruit Co., New Orleans, La.

Mr. ACHEson. That is significant, because it shows the profound

conviction of the great majority of Americans that American aid for

European recovery is necessary. American aid is necessary not as an

instinctive response, or not merely as an instinctive response to suffer

ing abroad; it is necessary because our life and the peace and freedom

on which our life depends are intimately interwoven with European

recovery.

In the world which confronts us in 1948, the European recovery

program is the front line of American security. When I was a boy my

elders used to say the Navy was our first line of defense. We have

learned in the last quarter century that vital as is the role of our

military establishments, or of international military forces, our

security and freedom depend in the first instance upon the actions of

other nations and other peoples. These actions may gravely preju

dice our security or greatly strengthen it. These actions are often forced

by conditionsj or entirely beyond the control of the nations and

people who take them—such as the ability to produce enough to live

on. The course which the people of western Europe must take in

the next 4 years is the most important decision affecting our national

safety which is still open in the world today. The elemental necessity

of the situation dictates that it should be a course which both they

and we want.

They and we want them independent of outside dictation and of

inside dictatorship, self-supporting and healthy in their individual

and national lives. Our own safety is immeasurably increased if this

is so. It is immeasurably weakened if any of them are weakened and

fall by internal action or external pressure, or both, into the closed

police, military and economic system which already stretches from

the Elbe to the Pacific. It can happen. It has happened to others.

At the end of the war we thought that everyone believed that

enduring peace and economic recovery from the war was most assured

by political settlement and economic programs which were firmly

founded on agreement between the great powers. The United Nations

would, it was planned, go forward from this start on the basis of prin

ciple and organization which would bring to the settlement of inter

national questions the conscience of mankind and the justice of laws

and procedures which dealt equally with the strong and the weak.

It is now plain that the Soviet Union does not intend to join in the

task of political settlement or economic recovery on any basis which

the other powers, or any nation wishing to maintain its own integrity,

can accept. On the contrary the Soviet Union is doing its utmost to

prevent recovery in Europe. The years of delay and obstruction have
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contributed to the exhaustion of resources and people and brought

western Europe to the crisis stage.

The question which the Congress is now considering is whether

that crisis shall be permitted to develop, or whether, in the place of

the long sought and unattainable great-power leadership and unity,

We ji seek the recovery of Europe through combined European

American action.

It is well to pause for a moment and consider the deeper meaning

of this decision. This deeper meaning, I believe, is to be found in

the tendency of one course or another to make on the one hand for

an improvement in great-power relations and in the probability of

peaceful development, or, on the other hand, for an increase in friction

and the development of situations which vastly enhance the possi

bility of war.

I think two things must be clear to those who have considered

Soviet policy over the past three decades. The first is that the

Soviet Union accepts with complete realism a strong and stable

situation and adjusts its policy accordingly. The other is that the

Soviet Union, with equal realism, accepts the opportunities offered

by weak and unstable situations whether they result from defeat and

occupation or from the exhaustion of an ally. It was the weakness

of Iran and Greece which led to pressure upon those countries. It

was the crisis of western Europe which led to internal Communist

pressure in Italy and France, where the Communist parties attempted

to capitalize on the difficulties of the people in an effort to overthrow

the governments. Such efforts will continue until there is internal

stability. On the other hand the Soviet Union will, I believe, accept

the fact of stability in western Europe and will adjust itself to it.

I am convinced that with a recovered self-supporting and increas

ingly unified western Europe, there will come improvement in the

relations between the Soviet Union and the west, including the United

States, not only in respect to European problems, but in respect to

other questions which now appear to be insoluble. I am equally con

vinced that with the crumbling of the economy of western Europe

will come increasing impairment of American security and quite

possibly the development of situations which will hazard the mainte

nance of international peace.

Why is this so? Western Europe, as I shall point out in a few

moments, can only maintain its present population with a tolerable

standard of living by bringing within its areas goods from outside

western Europe, manufacturing these goods and with the proceeds

of sale abroad, maintaining the life of its people and the soundness of

its industrial, agricultural and financial systems. If this process

becomes ºsiń. the situation is immediately created in which the

existing population cannot survive in a tolerable manner upon the

existing resources. This leads to weakness and continual change of

governments, unemployment, and the break-up of employer-employee

relations, the collapse of the financial system, and the immediate

disappearance of that large middle class upon which has been founded

the stability of western Europe.

As this process takes place, succeeding governments are forced to

take more and more extreme measures, both to maintain order and

to seek for some solution. These measures in turn accentuate the

process of dissolution. None of them can result in the one essential
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result, which is to bring in more commodities. At length by some

internal coup d'etat a minority emerges in armed control which in

evitably turns to the only alternative source of supply, which is the

closed economic system which now extends from Poland to the Pacific.

The Communist area cannot solve the problem, but it can promise

some amelioration of it. The result may well be, as it has already

been with some of the countries of eastern Europe, the inclusion of

still further areas within the Russian system and the extension of

Russian domination still further westward.

It is obvious that such a process is highly detrimental both to western

Europe and to the interests of the United States. Both the Euro

peans and ourselves wish to prevent it.

Thus I am convinced that the recovery of western Europe is basic

for our security and I believe that most Americans share my convic

tion. There is, however, much uncertainty about what we must do

to make European recovery possible.

There can be no clear understanding of what needs to be done with

out some understanding of western Europe and the nature of its

economy.

Mr. Chairman, may I pause here to call to the attention of the

committee the statement made by Mr. Bevin in the House of Commons

within the last 10 days, which bears upon this question. Mr. Bevin

in his speech said:

As regards the first principle, I am sure this House and the world will realize

that if a policy is pursued by any one power to try to dominate Europe by what

ever means, direct or indirect, one has to be frank—that you are driven to the

conclusion that it will inevitably lead again to another world war, and I hope

that idea will be discarded by all of us.

Mr. Bevin was talking in the utmost frankness to the House of

Commons. I think his speech deserves the reading by every member

of this committee. If there is any one thing that we can ever learn

by history, it is that the attempt to dominate Europe by one power

has always led to war.

Chairman EATON. And it always will.

Mr. AcHEson. It always will, I agree thoroughly.

That does not mean we accept the historic views of Europe. It

means that we cannot possibly be indifferent to a consolidation of

Europe under one power when that one power has shores that look

across the Atlantic from the Azores to Iceland toward us.

That is the nature of the problem with which we are faced. It is

not a matter of saying, as many people seem to think, that if the

United States does not do what the European peoples hope they

will do, the European peoples will rush out and vote the Communist

ticket. That is not the situation at all. I have tried to trace out

for you as calmly as I can the steps by which there can be deterioration

in Europe and by which increasingly extreme governments, founded

on minorities and founded on force, must turn to that great area which

extends from Poland to the Pacific, for whatever hope there is; and

that danger is what brings about the consolidation of Europe, the

greatest goal we could achieve.

These 16 nations and the western zones of Germany before the war

constituted one of the great work shops of the world—a work-shop

second only to our own. Western Europe produced considerably

more coal than the United States. Their production of electric
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ene was 130 billion kilowatt hours as compared to 117 billion in

the United States, their shipyards produced more than seven times

the gross tonnage of American shipyards, and their production of

textiles, was considerably larger than the United States production.

In the best prewar years, their steel output of about 55,000,000 tons

almost equaled the very best of prewar American tonnage. Their

output of machinery, electrical equipment, and the other tools of

production was enormous. Their transport and their icultural

g.". although not strictly comparable with that of the United

tates, was in the same order of magnitude. Of the basic commodi

ties, only in such items as oil, some of the nonferrous metals, lumber,

and cotton did the United States have a decisive productive ad

vantage.

* These nations had together a population of some 250,000,000 before

the war, now increased to about 270,000,000 people. The committee

of course realizes that that is twice the population of the United

States. Clearly they could not maintain a standard of living similar

to our own with a population twice as great as ours solely by use of

their own natural resources. They supplemented their own resources

by imports and they paid for these imports by exports of goods, by

services such as shipping, and by income on foreign investments.

Their imports were essential for two purposes: To augment the sup

plies for their own consumption, and to provide the materials which

thev reworked and sold to the rest of the world.

'he exports of western Europe—including services and other

income—balanced the imports. But this trade was not maintained

by a balance of imports and exports with each country across the sea.

Europe's existence expended on triangular and quadrangular trade.

An unfavorable balance of trade with one area, as it is called, was

balanced off by a favorable balance of trade with other areas. West

ern Europe was responsible for over half of all the international trade

of the world.

Before the war, also, one-half of the imports of western Europe

came from the Western Hemisphere, but an equivalent amount of its

products did not come here. Instead, large amounts went to eastern

Europe and southeast Asia which sent their products to this conti

nent, as well as to Europe. In this way these areas paid western

Europe, which could then pay us.

Now that is changed. Due to the war and the political changes and

upheavals which followed it, the products of eastern Europe and

southeast Asia either do not exist or are not available to western

Europe. So now two-thirds of its essential imports come from the

American continent and the trade which paid for them has dis

appeared.

But the war did far more than this to the plants and resources and

people of western Europe. Its actual physical destruction was great.

But even greater was the exhaustion of resources, plants, raw materi

als, and people. Beyond that was the disruption of trade and finan

cial relationships that had been built up over the centuries within these

countries and among them, and with eastern Europe. And the in

adequate resources available to these people had to be shared among a

population 10 percent greater than it was before the war.

In addition to these inevitable results of war, during the past 12

months western Europe has suffered from a series of climatic dis

w
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asters; flood and freeze last winter, and the worst drought in a hun

dred years last summer.

In spite of all these difficulties great progress has been made toward

recovery.

Industrial production in 1947 equaled or surpassed 1937 production

in the United Kingdom, Denmark, Norway, and Sweden. It ap

roached 1937 production in France, Belgium, and the Netherlands.

n Italy it reached about 75 percent. In Germany and Austria it

laggedji.

The recovery of exports has been equally promising. In the first

8 months of 1947 the United Kingdom was slightly above prewar, and

Belgium, France, and Norway slightly below. Denmark, Italy, and

Holland reached about 75 percent of prewar.

These figures show that it is false to say that the Europeans do not

or will not work.

These figures also show that great results can be accomplished with

our aid—for this recovery did occur with our aid.

We see then that, as a group, these countries are not far from their

prewar levels of industrial production and exports. We see that they

can and do work and that they have made good use of our aid.

Why then is more and larger aid needed?

First, because they have been using up their own resources and our

loans. There has been a steady drain on their gold and dollar reserves

until in almost all cases those reserves are at or even below the danger

point. Without some dollar reserves they cannot carry on any inter

national trade at all.

Second, because prewar levels of production and exports are not

enough.

Prewar production means a catastrophic decline from prewar

standards of living. Prewar production spells instability and eventual

loss of freedom.

The reasons for this are not far to seek.

First: The population of this area has increased from 250 million

to 270 million—10 percent. By 1951 there will be another 8 or 9

million mouths to feed. Production obviously must keep pace with

population increases.

Second: These countries formerly paid for a substantial portion of

their imports with income received from foreign investments, from

receipts for shipping and insurance, and from tourist expenditures

and emigrant remittances. Before the war they earned about one

and one-half billion dollars a year in this way; now they are paying out

more than half a billion dollars a year for shipping and other services.

Third: The great disturbances in southeast Asia have resulted in

an annual loss of about $1,000,000,000 in trade in that area, paid for

by trade of southeast Asia with us.

Fourth: They are currently forced to obtain imports from abnormal

sources of supply. These imports are expensive. For example, the

French are presently paying $25 a ton for United States coal laid

down in France, whereas Polish or British coal, if available, would

cost only about $10 a ton.

Fifth: The destruction of war and the failure to maintain and replace

capital equipment during the war have created a great need for im

ports of capital equipment. These abnormal imports, largely from

the United States, should amount to more than half a billion dollars

during the coming fiscal year.
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I might pause here, Mr. Chairman, to say that not only did this de

truction of war and failure to maintain and replace equipment cause

imports from the United States, but it means that Europe must use

its own production to plow back into capital equipment. Therefore,

the prewar production is now drained off, in part to pay for additional

imports, and expensive imports, to replace destroyed capital equipment.

Sixth. The prices of the goods that western Europe must import

have gone up about 120 percent. The prices of the goods that western

Europe exports have gone up only about 80 percent. In other words,

a given volume of their exports brings one-quarter less of their imports

than before the war.

I hope that is clear, Mr. Chairman. What it means is that in order

to get the exact amount which they got before the war, they have to

export a larger amount of goods to do it, because their goods are

cheaper in relation to the goods they have to buy. All of this means

that even though you have reached, as you almost have, the prewar

production in Europe, all of these drains mean that out of that the

people have a lower and lower and lower standard of living.

Some of these factors are, I hope, only temporary; for example, the

situation in southeast Asia has started to improve. And an improve

ment there will benefit the inhabitants and simultaneously these

European nations. Other factors, like the increase in population, are

permanent.

If there is no improvement, except what can come directly from the

efforts of these countries and ourselves, western Europe would have to

double its prewar exports to maintain something approaching its

prewar standard of living. If external factors do show a reasonable

improvement, the volume of exports still must increase by perhaps

two-thirds to four-fifths.

That is a tremendous effort for countries as devastated as those of

Europe.

The progress in Europe since VE-day shows that the energy and

the will to recover still exist. This winter we have seen courage and

strength in the face of deliberate sabotage. Recovery to date is the

result of European efforts and aid from other countries, particularly

the United States.

Recovery to the point of self-support will require a further effort

in Europe and further aid from the United States. We have not

failed, but we have not yet succeeded.

You have now before you for consideration H. R. 4840. That bill

proposes an initial appropriation for the 15 months beginning April

1, of $6,800,000,000. -

No one who has appeared before congressional committees as

often as I have would be so naive or so irresponsible as to suggest

that the Congress accept that recommendation without analysis or

scrutiny.

I do not fear the result of analysis or scrutiny, if the objective of

the program is kept constantly in view. The amount of United

States aid has been screened, in Europe and here. I make no pre

tense to a special expertness on the figures, but I do know how the

screening has been done. In a program of this magnitude, and in a

world where conditions are in constant flux, any statitician can add

dollars here and take them away there. But that the work is essen

tially sound seems clear.
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I am impressed by the fact that this 15-month recommendation is

the approximate equivalent, for the time period, of the Harriman

committee finding—a finding substantially lower than the Paris

recommendations. I am impressed by the fact that, as Mr. McCloy

has observed, the staff of the International Bank has examined these

figures and is concerned not that they are inflated but that they may

be too low. -

I have great faith that an impartial examination by the Congress

will substantiate the validity ºp the recommendation, if—but only

if-the objective of the program is kept in mind.

The arguments about the size of the program that we all read in

the newspapers and hear over the radio are not really arguments

about the cost of a recovery program, but about whether we should

have not a recovery but a relief program. The program that has

been submitted to you calls for a truly combined effort. The people

and governments of western Europe will renovate and expand the

workshop, turn out more power, more goods. They will put their

finances in order. They will work together to do this. From us

they ask help in getting for 4 years the additional food, fuel, raw

materials, and machinery which will start and keep the wheels turning

until the whole operation becomes self-supporting.

This is what recovery means—the recovery of self-support by pro

ducing more goods for use and sale. Relief is a. diº.

operation. Relief does no more than keep people alive in an emer

É. It does not bring self-support. It is costly because it may

e endless.

The recommended amount of $6,800,000,000 is intended to support

the European recovery program. If enacted, this money will go to

provide goods to supplement purchases which the European countries

will make out of their own money, other purchases which they will

make with funds advanced from the International Bank and private

investment, and still otherF. which it is hoped will be financed

by other countries in this hemisphere. The total import program is

therefore much larger than $6,800,000,000, and will amount to ap

proximately $11,000,000,000 worth of goods, much of it financed by

other sources.

The goods which make up this import program have been carefully

reviewed, first by representatives of the countries meeting in Paris;

then by committees on which there sat most capable men outside of

Government from American agriculture, industry, labor, and finance;

and finally by various departments and agencies of the executive

branch of our Government. The program has been reduced, either

because goods were not considered available in the quantities desired

or because it was thought that some of the goods could not be put to

productive use in the time contemplated. The total reduction is a

billion and a half dollars for the first year.

All of these goods, as I have stressed before, are for a production

program. Such a program requires different quantities and different

goods from a relief program. Take food, for instance. People can

exist on approximately 2,000 calories a day, but they cannot work on

such a diet. Therefore, a production program requires different foods

and more foods than a relief program, and the whole production pro

*. will bog down if people do not have the necessary strength to

WOTK.
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In the case of fuel, a similar situation exists. A production pro

gram requires that fuel be available so that factories, railways, and

mines can operate. A relief program would include fuel for heating,

cooking, and lighting. If the recovery fuel program is cut, production

falters and may stop, since people have to be kept from freezing even

though factories may not be able to run.

The same considerations affect the raw materials in a production

recovery program. Here cotton, for instance, has to be provided not

only to clothe the inhabitants of a particular country under considera

tion, but to permit the factories of that country to manufacture tex

tiles which they can sell abroad in order to purchase more cotton and

needed goods. Timber, in a production program, has to provide for

pit props for mines, railway ties, packing cases for goods, as well as

for shelter. If the quantity of timber is reduced, the production

program suffers first.

Finally, in a production program equipment and machinery are

essential. Without these items the production of more goods is im

possible and self-support cannot be achieved.

In the light of these considerations you can see at once that if, as

some have advocated, the amount of $6,800,000,000 is reduced to,

say, four or five billion dollars, the entire character of the program

changes. It is not merely a recovery program reduced to two-thirds.

It ceases to be a recovery program.

In the first place, a cut of two or three billion dollars in the help

from the United States Treasury means a far larger cut because other

sources of help will either be eliminated or reduced.

For instance, loans to the western European countries by the

International Bank can be made only if the chances of repayment are

good so that American investors will buy the bank's bonds. If items

essential to bring recovery are omitted from the program, chances for

repayment become poor, and the bank cannot lend. Similarly, other

countries in this hemisphere will be asked to make funds available

with which European countries may purchase some of their needs.

These other western Hemisphere countries will regard quite differently

a contribution to a recovery program, which will mean an end to

assistance and a beginning of self-support, from contributions to a

relief program, which might well be endless.

But the program would be reduced by even more than this if the

United States Treasury aid is seriously curtailed. As I have already

pointed out, much of the importsj be paid for by the European

countries themselves with the proceeds of their own exports. These

exports depend upon continuing and expanding production. If the

amount of foreign assistance is reduced, the amount of European

production isj the amount of European exports is reduced,

and again we descend in a vicious circle. -

For this reason the argument is not really about the cost of the

European recovery program, but about relief versus recovery.

The European recovery program has for its first objective self

support for the participating countries. But the more permanent

results of success are even greater. For the European recovery pro

gram may well bring about the economic integration of western

Europe and along with that a great measure of political union. This

conclusion is not the conclusion of an American telling Europeans
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what to do. It is a conclusion that the Europeans have already

reached.

Last week Mr. Bevin said:

º: the most important development which brought all this to a head and

caused the whole issue of Europe to be focused, was the proposal by Mr. Marshall

for a European recovery program.

Mr. Bevin is undertaking the formation of a European union, begin

ning with a Customs Union of Britain, France, and Benelux—the

existing Customs Union of Belgium, Netherlands, and Luxemburg.

Such a broadening of markets, such a pooling of resources cannot fail

to attract other European countries, not by fear but by hope.

As I have said earlier, western Europe is a great workshop. It

contains human and physical resources that # properly used can

make this area one of great strength and stability. But our own

experience teaches us and has taught our European friends that proper

use requires union. Certainly one of the major factors in the aston

ishing development of our production and the gains we have made in

raising our standard of living has been our great continental trading

area. We live in a large country where men and goods and ideas

can move without hindrance.

These European nations, if given the opportunity, may achieve

economic and political union with strength and stability comparable

to our own. But they will not only be comparable in strength. They

will share the same beliefs in the basic freedom of men, the inde

pendence of nations, and the desire to maintain international peace

and justice upon which the charter of the United Nations rests.

Chairman EAToN. Mr. Acheson, we thank you for a very informa

tive, comprehensive, and fundamental statement, which is worthy of

you. That is the highest compliment I can pay you.

Mr. ACHEson. Thank you, Mr. Chairman.

Chairman EATON. I will ask Mr. Jonkman if he will begin question

ing, and I see he has some questions already concealed upon his person.

Mr. JonKMAN. Mr. Acheson, I remember with approval and

admiration that you blazed a certain trail in our foreign policy with

the words “aggressive expansionism.”

In connection with that I wonder if you would comment on your

sentence on page 3, right near the bottom:

On the other hand the Soviet Union will, I believe, accept the fact of stability in

western Europe and will adjust itself to it.

What is your belief on that matter?

Mr. ACHEson. First of all, what do I mean, and why do I believe

it? I believe that is your question.

What I mean is, I think a study of the Soviet activity over the past

30 years indicates that the Soviet Union probes the soft spots. If

there are soft spots, they continually move forward. It almost must

do that from the very nature of its own organization and its own

philosophy. Wherever it meets stability, it stops that effort and turns

to fields which are easier and more productive.

It seems to me that you begin to see that situation coming about

at the present time in western Europe, and since the war, we have seen
it.

There was a very aggressive Soviet move in the direction of Turkey

some time ago. That was met by quite clear statements by some of
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the nations as to where we stood on the question of Soviet pressure

against Turkey. Our attitude seemed to be firm and solid, and that

º has not been entered by Russia.

* The same thing occurred with regard to Iran. Perfectly unequiv

ocal attitudes were taken by the various nations on the United

Nations Security Council. That pressure has to a large extent relax

ed, though it has not been abandoned.

I think we saw as the difficulties of the winter of 1946–47 developed,

an increasing Communist pressure in Italy and in France. This came

to a head as the meeting in Paris of the 16 nations took place. They

were met with firmness in both Italy and France and I believe if we

go further with the program which will now give those Governments

more hope of obtaining stability, that that pressure will recede.

We see continued pressure existing at the present time in Greece.

In other words, wherever there is an opportunity for probing, the

Soviet policy seems to continue to be to continue that probing.

When it seems to meet something solid, it turns elsewhere.

I think also that there is another facet of this thing I would like to

present: One of the great sources of friction is to create areas of weak

ness or vacuums of strength in the world. If those areas do not exist,

then there does not exist the opportunity of friction which they

present. Anybody who is eager, as all of us are, to improve the rela

tions between the great Soviet Nation and our own, must look, I

think, if we have any realism, to the removal of areas of vacuum and

weakness, rather than the continuation of those areas. If they con

tinue, it is quite certain that trouble will grow out of them. If they

disappear, then I think adjustment will bring about a new situation.

Mr. JonKMAN. You are considering the situation that as long as

the Russianº obtains, the spirit of aggressive expansionism is

going to be there, but you say if we stabilize those countries, it will,

using the term relatively, have to adjust itself and not have the suc

cess it has had in the past 2 years. Is that your idea?

Mr. ACHEson. Yes.

Mr. JonKMAN. In other words, we should not mislead ourselves

into believing we could absolutely stop Russia in a year or two, even

if we were successful in western Europe?

Mr. AcHEson. Yes. I think, too, there are sources of movement

in their foreign policy. One is the ideological cause or stimulus, and

the other is the historic, immediate and practical operations.

I think of the two, the latter is the more immediate.

Mr. JonKMAN. That is the one you are aiming at?

Mr. AcHEson. Yes. We are not likely to do anything about the

other, but the other only brings you to act when the opportunity

occurs.

Mr. JonKMAN. Thank you. -

I think on page 12 you cleared up a problem that I would like to

have }. dwell on just a little more: I have called attention to the

fact that the Paris report, while it is not clear on that subject, seems

to call for only about 25 percent of the amount—$5,900,000,000 after

our technical experts have gone over it for aid relief and the balance

for economic relief. The result is that a lot of the 16 are being pooled

and are receiving food that have not had it before.

- º; you believe this is necessary, to bring up the economic produc

tion

69082—48—45
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I wish you would clear that up, if you are sufficiently familiar with

the relief given to the different countries.

You speak also in your report of the Harriman committee cutting

down the amounts. They have cut it down only in the economic

rehabilitation branches, such as electrical equipment. They cut

the steel plants from $100,000,000 to $48,000,000, or something like

that. They cut it $367,000,000 in equipment.

Mr. Harriman told us that, as Secretary of the Department of

Commerce, he controlled shipments of that kind.

I would like for you to dwell on the shipments to countries such as

the Netherlands and Belgium which have not had relief from us,

needing food—and they are getting a substantial amount of it—as a

necessity to greater production. .."

Mr. AcHEson. I should say at once to the gentleman that I am

not competent to testify about shipments to particular countries.

The fact that a particular country such as the Netherlands has not

been sharing in the post-UNRRA relief, I think that is immaterial

to what we are now discussing. -

In the first place, you cannot separate these items and say “these

are relief items, these are recovery items.” They are totally different

programs. If you are going to have a recovery program, you must

have, as I have tried to point out here, differences of food, fuel, and

machinery, because what you are trying to do is increase the produc

tion of the country both in productive capacity and in the actual

trading of goods. - -

A relief program, is differently designed. It is designed to keep

people alive. #. post-UNRRA relief was intended to deal solely

on the basis of relief, of getting food to the hungry. It was to deal

with those countries having no purchasing power of any sort at all.

That is why we went into that post-UNRRA relief bill of $350,000,000.

This program deals with all the countries of western Europe. It

makes a survey of their entire import programs and as I point out

here, those will run almost double the amount of American aid. They

will run between $11,000,000,000 and $12,000,000,000, and we are

talking in the neighborhood of $6,000,000,000 or $7,000,000,000.

The rest of it is paid for in other ways. However, it is one complete

and total program, and you cannot look at it in pieces or segments.

You have to say “Will all of this work,” or “will none of it work?”
Some of these countries concerned will not be dealt with on a

grant basis at all.

Switzerland, for instance, which is included in this survey and whose

imports are considered as part of the imports of western Europe is

entirely competent to pay for its own imports and no one suggests

any differently.

Some of the countries, such as Portugal and Turkey can pay for

their own. Others will finance them.

Others will have to have help and some will have to have grants.

You could not go very far on a loan basis with Italy, but later on

it might be done.

The program set out here is separate from the method of financing.

What is necessary to carry it out, that will be used in places where

the countries themselves have no cash purchasing power, or where

they cannot do it on a loan basis, in order to make the whole program

operate.



FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 705

*

Mr. JonKMAN. The $6,800,000,000 includes both the loans and the

grants?

Mr. AcHEson. That is the whole amount that cannot be financed

by immediate cash available.

Mr. JonkMAN. It has been said here that for one agency to handle

both the loans and grants, they will be under a terrific pressure to

give grants where perhaps loans should be given. Would it be wise

to separate the loans from the proposed administration and let the

Export-Import Bank handle the loans? -

Mr. Acheson. I think it would be unwise to do that. I do not

think the pressure would be any different in either case. There will

be, of course,. great pressure in all cases upon whatever agency

has the granting funds, to make grants.

For the purposes of administration, the administrator may choose,

when he decides something should be done on a loan basis, to do it

through the Export-Import Bank.

The great difficulty of trying to separate the items is that the

program must be looked at as a whole. You cannot have two sides

of the street. If a fellow calls one day and does not get a grant and

goes over to the other side, he may or may not get a loan. It is

essential that the thing must be done one way or the other.

The production of Italy keys in with what is done in France. Some

thing concerning a loan in Italy is dependent wholly upon what is

done on the basis of grants in Hºly What is done in Iceland will

have a lot to do with whether fish go to Germany.

The whole thing is one entity. The whole purpose is to bring

about the integration of western Europe. It seems to me you will be

in very great trouble if you have more than one central point where

this whole thing is surveyed, and there, at that central point they say,

“This part of the program we will do by grants, this part we will do by

}. and this other part you fellows must finance with your own

funds.”

Chairman EATóN. At 3:30, the Republican conference is supposed

to meet. We have about 20 minutes between now and then. Ppre

. the other members would like to join in the questioning, some

what. - -

I wonder if Mr. Jonkman would be willing to yield to the others?

Mr. JonKMAN. I am very sorry, Mr. Chairman. I will be very

glad to yield. I was taking too much time.

Chairman EATON. Mrs. Bolton?

Mrs. BoLToN. You said that it was very necessary to keep in mind

the objective of this whole program. You have just spoken of it as

the integration of western Europe.

º you define it a little more fully, what your understanding

of it is

Mr. AcHEson. I made this observation in relation to this consider

ation: I was saying that of course the Congress ought to examine

with all the care that the Congress thinks necessary, this whole pro

gram. If the Congress is not convinced that any part of the program

is necessary, it has the right and duty to remove it.

However, I was urging the Congress to make its judgment in the

light of the program and not in the light of extraneous considerations.

Now, you may say “such-and-such is not necessary to bring about

European recovery.” If that is so, it may be eliminated. But to
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say, “We are going to cut this out for some other reason,” because it

might be desirable to reduce taxes or something else, but that kind of

reduction should not be made in the light of this program.

Mrs. BoLTON. I wanted to know if you could define the goal of

the program? r

Mr. AcHEson. The goal of this program is to bring about, within

the period of time stated, a self-supporting recovery É. Europe and

an independent western Europe.

The fact we are talking about western Europe is not our choice,

but the choice of the Communist countries, who have included

themselves out.

We are trying to *...* independent self-supporting countries

in western Europe. Although we are not excluding all humanitarian

considerations, the thing that seems of paramount importance is the

preservation of the peace in the world and the maintenance of these

nations which are the very key nations in any kind of a United Nations

Organization.

he United Nations is unthinkable without these nations of western

Europe. The security of the United States depends on having in

western Europe a stable, strong situation, and not a disintegrated one.

Mrs. BoLTON. You speak of the 4% years. That is an arbitrary

figure, is it not?

Mr. ACHEson. It was the figure proposed to us by the 16 countries

in western Europe. They have chosen it, we have not.

Mrs. Bolton. That is purely an arbitrary figure, because it might

be that they would come along faster than anyoneº anticipate.

Mr. ACHEson. Let us say it is an estimate. We will not say that

it is arbitrary, but all estimates are subject to error.

The period might be shorter and it might be longer. *

Mrs. Bolton. Would it be your idea that in order to establish

these countries on a basis of security, it would have to be done on a

basis of freedom? I am thinking of stabilizing currencies. Should

that be done by freeing currency? There are two different ways to

do it of course, the other one is by controls. Is our whole purpose

freedom, as we understand it in America, and therefore is that a part

of, the goal, or is it not? -

Mr. ACHEson. Do you refer to socialism as against individual

enterprise?

Mrs. Bolton. To a degree, yes.

Mr. AcHEson. I think that our whole goal is that these nations

should be independent democratic and free nations.

Mrs. Bolton. What do you mean by democratic? Russia says

she is democratic. -

Mr. ACHEson. I know she says she is democratic, but I would

make a few simple tests of what a democracy is. One of them is

whether you get a fair trial by jury, whether you are allowed to

say what you want to say, or whether you are allowed to vote for

whomever you want to vote for, and things of that sort.

They are perfectly simple. For example, whether you can work

where you want to work, except in time of war or national crisis, or

whether you have to do something else.

That is the kind of a country we want to create. We cannot do

that by undertaking to dictate to these nations certain policies which

they must lay down. If they accept that, they are either deceiving
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us or they are not free nations. They must be guided by the will

of their people. For France or the Netherlands or someone else to

say “We will take some help from you, and we will do certain things

internally,” is, I think, not representing them as a true democratic

nation.

What we can say is what we propose here: “You countries your

selves have laid out certain goals which lead to self-support and

independence. We will help you as long as you are achieving and

vigorously achieving those goals. If you are becoming self-support

ing, increasing your production, stabilizing your currency, we go along.

Now, what sort of internal ideas you have, that is yourÉ.

There is no American imperialism being used toward you. When you

go to the real objectives, one of which is increased production, another

stabilization of currencies and cooperation with one another, then we

think the whole thing is frustrated, and we quit.”

Mrs. Bolton. If the Federation of Western Europe, of itself is

set up, that should mean all the nations of western Europe, should

it not?

Mr. AcHEson. Yes.

S Mrs. Bolton. What are you going to do with this little island of

pain?

Mr. ACHEson. Mrs. Bolton, that is a problem.

- Yº. BolTon. Is it not a problem to at least be thoroughly gone

into

Mr. ACHEson. It has been gone into. In the 7 years when I was

in the State Department, we went into it almost daily. You know

the problems.

Mrs. BoLToN. I know several sides of the problems, I do not

pretend to know them all. -

Mr. ACHEson. Insofar as you attempt to put external pressure on

Spain to get rid of Franco, you have the same situation as occurred

with many of the States of the Union when an idea was once rampant

concerning a purge.

In the case of our Senator, we elected him by the greatest majority

that anyone ever got.

Mrs. Bolton. We do business with nations that have dictators;

and in view of the fact that Spain did do a lot of things for us and the

Allies during the war, perhaps it is a moment when one should wash

out the old and go along with what exists.

Mr. ACHEson. There is no embargo or economic pressure of that

sort at the present time. We are permitted to follow out in good faith

certain actions taken by the United Nations General Assembly.

Whether those would be reconsidered or whether the Spanish people

would take a different view and meet the United Nations halfway is

Something to be determined.

Mrs. Bolton. Is it a question of the United Nations?

Mr. AcHEson. We are following the policy laid out in the last two

general assemblies.

Mrs. BoLTon. You do not feel Europe would be thoroughly united

until Spain comes in? -

Mr. AcHEson. It would be a great absence. Spain should even

tually be a part. -

Mr. Lodge. Mr. Acheson, I join my colleagues in wishing you

welcome here.
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Mr. AcHEson. Thank you, Mr. Lodge. -

Mr. Lodge. Do you consider that the Herter bill constitutes a

recovery program?

Mr. ACHEson. The great difficulty in answering that question is

that there is one very great lack in the Herter bill and that is that

mystic figure which is left blank. We do not know how much money

is involved in the Herter bill. If that was in there, I could answer the

question. It might turn out to be $3,000,000,000, $4,000,000,000,

$6,000,000,000, or $8,000,000,000; I do not know.

Mr. Lodge. Assuming an adequate figure.

Mr. ACHEson. If there was an adequate figure, the discussion of

the Herter bill.would not turn on the question of relief and recovery;

it would turn on certain other questions. I could go into those if

you wish.

Mr. Lodge. You would not object to the Herter bill on the ground

that it was not in and of itself a measure which involved recovery as

well as relief?

Mr. AcHEson. I would certainly say that—if the figure is ade

}..." its objective is recovery. It would have one very serious

efect even at that, because what is now provided in the Herter bill

is that all of the funds which are to be made available, in one way or

another, are charges upon these countries.

I believe with that provision in the bill, it just can never lead to

recoVerW.

*Harter bill sets out in one section of it that certain items— .

food, fuel, fertilizer, and what is called a limited quantity of incentive

goods and some other kinds of goods, production equipment—will be

made available through this Corporation which is created.

For those, the United States must get equivalent value, either in

strategic materials or in something else, or in local currency; but all

that is to be paid for. -

Everything else is to be done on a loan basis.

Now, what is to be done on a loan basis is the furnishing of those

goods which are usually the subject of short-term credits.

Between the two series of commodities, some fall and are not

dealt with at all. That is a minor difficulty in the bill which could

be fixed up without much trouble. However, what is provided is

that everything shall be paid for.

It would seem to me that any sort of an analysis of the European

situation would show that you cannot have recovery in Europe if you

are going to add to the burdens that the Europeans have anyway,

ºhere between $8,000,000,000 and $17,000,000,000 of additional

ebt

The most optimistic reports of the Paris Conference indicate that

by 1951 they would hope Europe would be up to $10,000,000,000

worth of exports.

Even at that, they will have $3,500,000,000 of debts in their trade

with the Western Hemisphere.

Mr. LoDGE. What would you do with the foreign currencies?

Mr. ACHEson. In order to break even if currencies are not con

vertible, western Europe would have to get up to exports of some

$13,000,000,000 or $14,000,000,000. They had $4,600,000,000 before

the war. Prices are nearly doubled, and they still have to double their

exports.
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To add to that another vast load of debt is utterly hopeless. There

fore, the fundamental repayment principal of the Herter bill would

not be good.

Mr. LoDGE. My understanding of the Herter bill is that this

Emergency. Foreign Reconstruction Authority would have the power

to decide when these items would be handled as grants-in-aid and when

they would be handled as loans other than Export-Import Bank loans

.when they would be turned over to the Export-Import Bank as

O8.Ils.

Now, there is a difference between the two bills in the handling of

the block currencies. But in each case the currencies must be

deposited. I cannot see how that adds to the balance of payments

problem; because, after all, what we are faced here with is a question

of dollar deficits and not deficits in local currencies, which they can

always print, and indeed they have.

Mr. AcHEson. There is one simple fact that can be resolved between

us by reading the bill, and that is: Does or does not the Herter bill

require repayment of some sort for all items?

f it does, then my criticism is valid. If it does not, my criticism

is not valid.

Mr. Lodge. I think the bill of the administration also requires

payments in local currencies.

r. AcHEson. The Herter bill provides that those currencies shall

be paid to the United States of America.

They belong to us. We will put them in a special account and

dispose of them as the two governments agree, for the purpose of

carrying out the purposes of the recovery bill.

Mr. Lodge. I do not see how that adds to the debts of the countries

involved, in any greater sense than it would in the administration

bill. It seems to me that you still have local currencies albeit under

different regulations. - -

In one case it requires agreement and in the other it does not. In

the administration bill we have a good deal of control in the sense

that we do not have to agree.

Therefore, from the point of view of increasing their debt, the point

you make is not quite clear to me. -

Mr. AcHEson. Mr. Lodge, there is a difference between the United

States owning the currency of France, which means that the United

States is owed by France the equivalent of that currency, and an

account being set up in the Bank of France by the French Government

which would be disposed of as the two nations agreed.

Mr. LoDGE. There is a difference, but not the difference that you

mentioned, I think. There is a difference, I agree.

Mr. AcHEson. There is a difference under the Constitution of the

United States and every other way.

I do not want to be technical about it. -

Mr. LoDGE. I would, however, just like to say this—that the

thought that you hinge it on is that the purpose of this program is to

relieve their debt in their own currencies and under the Herter bill

we would be increasing that debt. I would like to suggest there that

the debt we are interested in is the dollar deficit and not a debt that

they owe to themselves in their own money.

I do not know whether you agree with that or not. I would like

to know.
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Mr. AcHEson. I do not know whether I do or not. I do not

understand it very well. Let me go back to another thing about the

* bill that I think shows the whole cast of what is thought of

ere.

Take, for example, strategic materials. The whole conception of

the Herter bill is that strategic materials are to be given to the United

States, in return for goods which are shipped to these countries.

That just seems to me to be fundamentally opposed to any sound

recovery effort in Europe. I am all for saying to the Europeans:

“We want you to develop the production of goods that we need and

want in the United States. Develop more and more and more of

them”; but it is only insofar as dollars are made available by our

buying these things that they are ever going to be free, independent,

and self-supporting.

Mr. Lodge. Do you assume that this Government is going to buy

all these strategic materials which the Herter bill proposes getting

under ERP, and therefore that they would get the dollars which

under this bill they would otherwise not get?

Mr. AcHEson. If you ever want these people to balance their pay

ments and get free, you will never do it any other way.

Mr. LoDGE. Suppose these provisions for strategic materials were

made, looking to a time, after the expiration of this measure, when

there would not be dollar deficits in these countries.

Mr. ACHEson. This is the further thing that I am trying to say in

answer to what Mrs. Bolton said. If Congress will make its decisions

on the basis of getting recovery in Europe, it will not waste its time

with things like this. This is a collateral issue. It has nothing

to do with the point. There will not be any such time. Everybody

is deceiving themselves by trying to believe we can make a cheap

solution.

It is going to cost us some money; let us pay it and be glad we get

those people on their feet.

Mr. LoDGE. I am always interested in getting your views, but I

would like to say that as far as I am personally concerned, you are

pushing in an open door with me as far as the recovery of Europe is

concerned. I am for the principle involved in the European recovery

program.

I was immensely interested in your statement, but I think we have

come to the questions of detail in this committee, Mr. Acheson. If we

cannot discuss detail, I think we have a serious situation.

I believe we have reached the point where we have to discuss detail.

Mr. AcHEson. What detail do you want to discuss?

Mr. LoDGE. I have already opened one facet of it. I am not

suggesting that there is a cheap way to do this, but I think that there

is a good way and a bad way, and I think it is a complex and not an

easy problem. That is one of the aspects of it I wanted to take up.

Mr. ACHEson. Let us take up the things you have mentioned.

There is nothing'complex about these foreign currencies. We either

own them or we do not. You have asked my view, and I said we

should not own them. They should not be the property of the

United States. The United States of America does not want to have

great deposits in the Bank of France which it owns. It will make for

ill will, it will make for confusion, we will not be able to realize on
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them, we will have to be giving away property that belongs to us, and

that will be as difficult as getting rid of the war debt.

Mr. Lodge. That particular detail is very important then, is it not?

Mr. AcHEson. It is very important.

Chairman EATON. I have been listening as a layman to these two

lawyers, and I am in the exact position of the lady who attended a

sermon at church on the existence of God. When she came out she

said she still believed in God.

We will recess at this time. There is no more constructive or

fruitful witness to come before our committee than Dean Acheson.

I believe we will have to have you back later.

(Whereupon, at 3:30 p.m., the committee adjourned, to reconvene

at 10 a. m. Thursday, January 29, 1948.)
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The committee met at 10:30 a.m., in the Foreign Affairs committee

room, Capitol Building, Hon. Charles A. Eaton (chairman), presiding.

Chairman EATON. The committee will be in order. We did not

quite finish with Mr. Acheson yesterday afternoon, and he has very

graciously returned this morning for further investigation by members

of the committee. -

FURTHER STATEMENT OF DEAN ACHESON, MEMBER OF EXECU

TIVE COMMITTEE, COMMITTEE FOR MARSHALL PLAN

Chairman EATON. Who is the first one to question the witness this

morning?

Mr. AcHEson. I believe we were going into this local currency

matter with Mr. Lodge. But he is not here. - -

Chairman EATON. Have you questioned the witness, Mr. Smith?

Mr. SMITH. I have not.

Chairman EATON. Very well, we will begin with Mr. Smith.

Mr. SMITH, I have no questions.

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

Chairman EATON. Mr. Jarman.

Mr. JARMAN. As I said yesterday, it was my great misfortune to

miss the very able testimony of the former Under Secretary, which I

deeply regret. Having missed his testimony I am hardly competent

to question him.

I know Mrs. Douglas missed it too.

Chairman EATON. Mr. Jarman, would you permit the chairman to

present a question to you? Supposing as one good Democrat to

another .." would ask the gentleman as to which organization should

handle this problem?

Mr. JARMAN. Very well. I imagine you mentioned that in your

statement?

Mr. AcHEson. I made no reference to that, Mr. Jarman.

Chairman EATON. Have you any objection to discussing that with

the committee?

Mr. AcHEson. No, Mr. Chairman. I will be glad to.

Chairman EATON. That is Mr. Jarman's question.

Mr. JARMAN. Thank you, Mr. Chairman.

Mr. AcHEson. Mr. Chairman, on all matters of organization I think

that the way one has to approach it is to find that point where the

713
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arc of perfection crosses the arc of the attainable. I don't think

there is any perfect or ideal organization for anything in the Govern

ment.

Chairman EATON. Except the State Department?

Mr. AcHEson. There, there is room for improvement. I have had

various ideas at different times about organization. It would seem

to me, on reading the Brookings report—which I am sure members

of this committee have all seen -

Mrs. Bolton. Mr. Acheson, would you yield at this point?

Mr. AcHEson. Yes.

Mrs. BoLTON. Did you find that simple reading?

Mr. ACHEson. No; I do not think it ranks with the best sellers.

Mrs. BoLTON. I mean it is most complicated, is it not?

Mr. ACHEson. I think they have compressed a good deal into a

tº short space.

rs. Bolton. Is that it?

Mr. AcHEson. I think that is partly the reason for it.

Mrs. Bolton. I do not want to interrupt your comments on it,

because I am very much interested in it.

Chairman Eaton. I read it, Mrs. Bolton, and I thought it followed

the usual pattern, namely, using 1 word where 12 would do.

I would like to know what it is all about, and if you could unveil

that mystery for us this morning, Mr. Acheson, it would be a great

kindness.

Mr. AcHEson. I think the Brookings report sums up its conclusions

on the last three or four pages of the report, beginning on page 15.

What they suggest is that there should |. created a new, separate,

agency, and that that agency should be headed by an individual—

afministrator, or whatever he is called—and that he should report

directly to the President.

They give the reasons why they think that a single head is better

than a board, and they point out that the President, under our con

stitutional practice, is the head of the executive branch of the Govern

ment, and that this is a matter which will affect a great many different

branches of the Government, and that it will also have a very pro

found effect upon the whole conduct of foreign affairs, and they think

that has to be put directly under the President.

That conclusion seems to me to be sound.

I remember Governor Smith saying some years ago that a bipartisan

board did not bring about nonpartisan results, but merely doubled the

politics. . That seems to me to have a good deal of probative value.

Also, from an administrative point of view, I do not think boards

have ever been very successful. Boards can deal with rate making,

the determination of cases—in other words they can do legislative and

judicative work, but from the point of view of administration they

are not very effective, and it is better to place the responsibility in one

man who can be held responsible, and he should be under the President.

That is the first conclusion the Brookings Institution comes to.

Then they say it does not make very much difference whether this

agency is a corporation or an authority, so long as, if you have that—

a corporation—you do not have it run by a board of directors.

A corporation can be run by 1 man just as well as by 12. So they

say that is a matter of form and not a matter of any great importance.

They then point out that this agency will have very important

relations with a great many other agencies of the Government.



FoREIGN POLICY FOR A POST-war RECOVERY PROGRAM 715

For instance, it will, obviously, have very close relations with and

will affect, a great deal, the Department of State.

Insofar as that operates to get agricultural materials, it will have

to operate through and with the Department of Agriculture and the

Commodity Credit Corporation.

It will have very close relations with the Department of Commerce,

which at the present time administers the export controls.

It will have very close relations with the Office of Defense Trans

portation in regard to internal transportation, and the Maritime Com

mission in regard to ocean transportation; with the Department of

the Interior, in many respects, and so on. -

The suggestion, therefore, is that the President should have the

authority to determine the procedures as to how major matters of

policy are to be resolved, and that in the last analysis any differences

of view that arise between the Administrator and any other agencies

;º Government have to be brought to the President and resolved

IIIl.

"... may be differences of view as to how much and what sort of

agricultural materials can be produced, for example; obviously that

decision cannot be made by the Administrator. He has to consult

with the Secretary of Agriculture and if they have different views

they will have to come to the President to decide.

Similarly in matters of far-reaching foreign policy. If there are

differences of view between the Secretary of State and the Adminis

trator the President is the only person who can resolve those differences.

When it comes to negotiations and operations, the Brookings report

says that here again the President should have the authority to say

who shall engage in what type of operation. They suggest that the

President would be well-advised if put in the hands of the Secretary of

State, with the participation of the Administrator, the making of the

over-all agreements with the foreign countries involved. They think

that he would also be well advised if he put in the hands of the Adminis

trator all operations and all subsidiary negotiations and dealings with

foreign countries, again with the participation of the Secretary of

State so he will know what is going on. -

That is very much the way the Lend-Lease Administration oper

ated with the State Department during the war. The State Depart

ment negotiated the over-all lend-lease agreements with the various

Allied countries. The State Department negotiated the concluding

arrangements with those countries. But all the dealings with them,

from the time that the over-all agreement was made until the matter

was concluded, were conducted by the Lend-Lease Administrator.

Those involved thousands and thousands and thousands of trans

actions in which the Department of State had a very small interest.

They involved knowledge of intricate things, such as ocean shippin

the manufacture of munitions, the supply of raw materials, §

petroleum—and in none of those matters was the State Department

particularly concerned. It was kept advised, and if it had views of

*} sort they were taken into consideration.

hat was the general method of operation.

Now, when it comes to organization overseas, the Brookings

Institution suggests that the Åfjºr must have advisers and

a voice in dealing with these countries, either individually or col

lectively, and they suggest that there should be organized in each

y

y
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diplomatic mission abroad, a special mission which would represent

the Administrator.

That mission may be small or large, depending on the extent of our

dealings with the country concerned. }. should be a part of the

.* mission, so that there would be only one American group

8.DI’O8.01.

The head of it should hold a rank and have a position which would

be as hº as anyone in that country representing the United States

except the Ambassador.

They do not suggest that the head of the special mission should be

directed and controlled by the Ambassador. They say that he

should keep the Ambassador fully informed of what he proposes to

do and what he does. That if the Ambassador doubts the wisdom

of any proposed step, or if the Ambassador makes a suggestion the

wisdom of which is doubted by the special representative, that that

matter be referred to Washington, settled by the Administrator and

the Secretary of State, or if they still have difficulty, by the President.

Chairman EATON. May I interrupt with a question there?

Mr. AcHEson. Surely.

Chairman EATON. One of the proposals, at least, that the Admin

istrator shall have an ambassador, one ambassador representing him,

in the 16 nations. The proposal that you are discussing is to the

effect that there should be 16 ambassadors representing the Adminis

trator?

Mr. AcHEson. Not quite, Mr. Eaton. That proposal is also

carried forward here in the Brookings report. The last paragraph

says that there should be a special ambassador, a special man, with

the rank of ambassador, who is appointed by the President, and

reports to the President, but is in effect the spokesman of the Ad

ministrator.

His duty is to work with the organization or organizations created

by the 16 countries to direct, supervise, the whole program.

In other words, he will have his headquarters wherever the con

tinuing organization of the 16 countries has its headquarters.

And there he will carry on the representation, which will attempt to

pull together Europe and make it an economic unit.

Now, of course, in addition to that there must be a great deal of

information gotten in the individual countries, and there may be

special negotiations with France or Italy or Belgium or Holland. It

is necessary that there be some people who understand the Ambassa

dor's problem and his program, in each country.

They would be attached to the diplomatic missions. Their duty

would be to service the central man, giving him all the information

he wants, carrying out any instructions in cooperation with the

Ambassador that have to do with a single country. But one of the

great hopes of this program, and one of their ſº promises, is that

it will bring Europe together, both economically and we hope from

there politically, and it is most important that we stress the desirabil

ity of as much guidance and authority as possible being placed in a

continuing organization which would be created by these sixteen

countries. "

And there we should have the ablest man we can get, who will

continually pull them together, continually suppress any rivalries

between them, and get all these countries working as one great group

for the recovery of the whole area.
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I think, briefly stated, that is the proposal of the Brookings Institu

tion, and it seems to me to be a workable one and as good as any that

I have heard.

Mr. JARMAN. Mr. Secretary, the history of such matters, in fact,

all history, tells us that a board works more slowly, generally, than

one man. In view of the fact that this program is proposed to com

mence on April 1st, and this is practically February 1st, in addition to

the reasons you have already mentioned, we can hardly afford the

luxury of a board being used, can we, under these circumstances, if

we can get one Administrator? -

Mr. AcHEson. I should think not. I think the whole trend of

administrative thinking, in the last 20 years, has been, as I suggested

a moment ago, that in action programs, in programs which require

administration and execution, a É. is not a good instrument.

That there you want one person, and there has been a tendency, for

instance, to take some of the purely administrative jobs, which the

so-called independent agencies have, and put those in the hands of

an administrator.

For instance, that was done in the aviation field. You have the

Civil Aviation Administrator, and the Civil Aviation Board. .

The Board does the regulatory work, the determining of rates, the

issuing of regulations. #. Administrator is the man who sees that

safety devices are installed, that airfields are properly equipped,

that the schedules of the lines are or are not operated, in dangerous

periods, and so forth.

Mr. JARMAN. Mr. Secretary, as usual, there is talk of reducing the

amount. I am wondering what your opinion is.

Let us assume that the amount of $6,800,000,000 were reduced by

one-third, which would mean reducing it to about $4,500,000,000,

roughly. I am wondering if you think that the 4.5 billion dollars,

which would be about two-thirds of the amount requested and I think

needed, would produce two-thirds of the result that the 6.8 billion

dollars would. -

Mr. AcHEson. I am sure that it would not. I discussed that

yesterday, Mr. Jarman, and I can very briefly sum up for you the

reasons why I think it would not so operate, and I should like to add

one thing which I did not say yesterday. -

In the first place, I am sure you all realize that a production pro

gram, a recovery program, a program which is destined to increase

production in Europe, calls for different quantities and different types

of goods from a relief program.

or instance, if we were engaged solely in relief, you can keep people

alive on a diet of in the neighborhood of 2,000 calories a day. If you

do that too long you will develop all the diseases which come from

undernourishment—tuberculosis and diseases of that sort.

You can keep people alive. They cannot work on that diet, how

ever. A miner cannot work on a diet of much less than 4,000 calories

a day. People doing much less strenuous work than that require

2,800 to 3,500. Therefore a recovery program has different amounts

and different quantities of food.

The same thing happens in regard to raw materials. If you are

having a relief program—cotton, for instance, is provided in the

amount necessary to make clothes for the people you are relieving.

If you are having a recovery program, you have enough cotton to
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operate the factories and to take care of exports, so that people can

buy more cotton and more materials of other sorts.

#. in a relief program, is sufficient for shelter. That is all you

are concerned with. In a recovery program you have to have props

for mines, you have to have ties for railroads, you have to have packing

cases for the transportation of goods, and so forth; similarly with fuel.

If you are having a relief program, fuel is provided sufficient to

heat, light, and cook. If you are having a recovery program, you

have got to run the factories and trains.

Perhaps the most outstanding difference is in equipment. If you

are going to have a relief program, there is very little equipment

required of any sort. If it is recovery, then you have to have a great

deal more machinery and equipment to run the factories.

Now, what happens to the whole program if you cut it in the amount

ou say? In the first place, the total import program of western

š. is not the amount furnished by the United States.

That is only a part of it. Some of it will be financed by loans from

the International Bank. Some of it will be financed by the action of

other countries in this hemisphere. The amount included in the

present estimate is $1,200,000 for both those purposes.

But greatly more than either of those, it will be financed by the

exports of these 16 countries. All together, the import program is

between $11,000,000,000 and"$12,000,000,000, of which we would

furnish aid to the extent of 6.8 billion dollars.

Now, if you cut our contribution, you immediately affect all the

other sources of financing. The International Bank only can lend,

if we are going to have a recovery program, because the International

Bank has no funds of its own. What it does is to go out on the Ameri

can market and sell the bonds. Those bonds will be salable and will

be bought by insurance companies, savings banks, and so forth, if

º# a good prospect of recovery in Europe so that they will be

pald OII.

They will not be bought if there is no prosperity.

The other countries of this hemisphere. I Hink and hope, regard

favorably a contribution to a recovery program, because that restores

all these 16 countries as cash-paying customers for them; . They will

'not regard favorably a contribution to a relief program which goes on

and on and on.

Similarly, so far as the exports of these 16 countries are concerned,

insofar as you cut what goes into the countries, you cut what comes

out. It is absolutely inevitable. Sometimes the very goods are pro

cessed and brought out; sometimes it is things like fuel to run the fac

tories.

So I should say that if you cut this program by 2 billion dollars,

you will probably over-all cut the entire import program perhaps

in the neighborhood of five and a half or six billion dollars.

Therefore you immediately throw it back into a relief program,

because every one of these items which I have talked about, from food

down to equipment, will have to be cut in some degree.

If any one is cut, the interrelations are thrown off balance.

M. Douglas. Would you repeat that figure? If you cut it how

Inuchſ

Mr. ACHEson. This is purely an estimate, Mrs. Douglas. There is

nothing scientific about it. I was saying that if you cut, say, $2,000,
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000,000 off the United States Treasury aid, you will probably find

that the total import program will shrink in the neighborhood of
between five and six billion dollars.

I think you will immediately lose the 1.2 billion dollars, which

would make a total cut of 3.2.

I should think that exports would decrease, easily, by $2,000,000,

000. That is the order of magnitude. I could be out quite a lot

either way. But what I am getting at is that you cannot say, “Well,

the entire $11,000,000,000 program will be exactly the same except

for certain items granted by the United States which will be cut out.”

That will not occur. It will be quite different.

Mr. JARMAN. And if it reverts to a relief program, which you indi

cate it would be, that would just mean a permanent proposition.

Iº: it would just have to be done by somebody every year; would

it not

Mr. ACHEson. Yes. -

Mr. JARMAN. There would be no hope for any ending of it. If

we did not do it, and if there was some other country able and willing

to do it, they would have to do it, or Europe would just crumble;

would it not?

Mr. AcHEson. That is true. May I add one other thing to this

answer. This has caused quite a lot of confusion and I think there

has been some correspondence about it between Secretary Marshall

and Senator Bridges.

In the President's expenditures budget he has included 4.5 billion

dollars for expenditures through fiscal 1949 on the European recovery

program.

he question is asked, Why put 4.5 billion dollars in the expend

itures budget when you are asking Congress for an appropriation of

6.8 billion dollars? What has happened to the difference, the 2.3

billion dollars? Is it padding, or what is it?

The explanation of that lies in the operation of the expenditures

of the Federal Government, particularly in regard to export programs,

and to jump to the end first, the explanation is that the actual drawing

of the checks to the extent of 2.3 billion dollars is not estimated to

occur until after fiscal 1949.

Mr. JARMAN. But the olders will have been made—placed?

Mr. ACHEson. All the purchases have been made, all the orders

have been placed, and much of the materials will be delivered.

Now, there is a lag which occurs. For instance, when you gentle

men in Congress authorize the program and then give them the money,

itº some little time to organize an administration and place some

Orders.

It takes a considerable time, on some of the items, to manufacture

the goods.

Whether it can be purchased and shipped right away is a factor.

Other things take some time to manufacture. So there is a lag in

time there.

Also, some of the goods will be delivered after the end of the fiscal

year 1949. But even as to goods which are delivered within 1949,

the actual payment will not occur until later.

Now, why is that? That occurs because people have to furnish

their bills for what they have done. Those bills have to be audited

and approved, andhº checks have to be drawn.

69082—48–46
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Now, take a matter such as railway transportation. That occurs

currently. At the end of the last part of the fiscal year of 1949, every

day, the railroads of the United States will be hauling all sorts of

goods to the seacoast, to be shipped. There will be very, very large

charges to the railroads. *

Now, the railroads ordinarily do not put in their bills to the Gov

ernment for anywhere from 4 to 6 months after the actual service has

been performed. *

When these bills are put in, very complicated auditing has to take

place. That takes several more months. And it is only after a

period of 8 to 10 months after the actual freight train has hauled

some goods that a check is drawn. So that it might be well into the

fiscal year 1950 before you are paying out the money.

But nobody can incur that expense, nobody can ship the coal or the

wheat, or order the goods, unless you ladies and gentlemen have made

the appropriation.

So that if you say that because you will not pay out all of the money

in fiscal 1949, you will not appropriate it, then it means that things

will not happen at the end of #. fiscal year 1949. They will not buy

wheat. They will not buy coal. They will not place orders. They

will not have transportation. Because they will have no legal author

ity to do it.

Mr. JARMAN. In other words, when there is any program extending

over a year or 15 months, as in this case—any program of any

size—it is absolutely impossible to spend all the money—to draw the

checks by the last day?

Mr. AcHEson. It is absolutely impossible, Mr. Jarman, and experi

ence has shown that in this type of a program, about a third of that

goes over into the succeeding year.

Mr. JARMAN. I have just one further question. I don't know any

body more competent to express an opinion on this, or anybody whose

opinion I, and I believe this committee generally and the people of the

United States, value more. It is quite easy for those not too familiar

with such programs as this one, outside and inside Congress, to say,

“Oh, well, this will just be another UNRRA, another lend-lease.

They weren't any good. You know how they were.” A colleague of

mine from my State, was quoted to me yesterday as having made

a remark similar to that. You are very familiar with this program.

I have forgotten what the total expenditure for lend-lease was.

Let's say it was $30,000,000,000.

Mr. AcHEson. It was in that neighborhood.

Mr. JARMAN. Do you think we spent, during that war, any other

equal amount—let's say $30,000,000,000—which saved as many

American lives as that $30,000,000,000 did, or whatever it was?

Mr. ACHEson. Well, I agree with the result that you are suggesting.

I wouldn't be technically competent to say that the B-29's did not save

a lot of lives. I am certain they did. Expenditures of that sort,

expenditures in the atomic bomb development, saved a great many

lives. I would not be competent to appraise the degree of importance

between the assistance to our allies and development of these new and

highly effective weapons.

I think there is no question about the fact that without the ex

penditures which we made through lend-lease, we would have had

very serious collapses on many fronts, and that the military task
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of the United States would have been infinitely more difficult and

infinitely more costly.

Mr. JARMAN. And the Russians, the British, and French aviators,

who were killed piloting some of those B-29's—Americans would have

been just as dead if they had piloted them and Americans would

have had to pilot them but for lend-lease; would they not

Mr. AcHEson. Yes, and they probably could not have done it in

the areas where the others were operating. No one would have been

there except the enemy if our allies had collapsed.

Mr. JARMAN. In other words, lend-lease was not a failure, but was

a very valuable contribution to the victory; was it not?

Mr. AcHEson. A very important contribution.

Mr. JARMAN. Now, let's take UNRRA. Of course, there are

naturally mistakes made in all great endeavors, but I do not go along

with this general criticism in which it is so easy to indulge, particu

larly if you are unfamiliar with it, to the effectº: UNRRA was just

throwing money away and was a complete failure.

What do you think about that?

Mr. AcHEson. I do not agree that UNRRA was throwing money

away or that it was a failure. I was looking in this speech of Mr.

Bevin's before the House of Commons the other day, where he makes

quite an extraordinary statement about UNRRA-because as you

recall, the British were on the giving end. Yet here is what he says:

If you take the sequence of events in the United States from lease-lend in the

war, and I cannot let it go by though I have mentioned it before, I think it is

worth calling the attention of the House again to the tremendous work in connec

tion with§º What sort of Europe we should have had without UNRRA

I really do not know, it is too horrible to contemplate. I think it would have

been swept with epidemics. Everybody had a share of UNRRA, including

Soviet Russia and the eastern States—everybody—and it cost the United States

£675,000,000, Canada £35,000,000, and it cost this country, even in our im

poverished condition, £155,000,000. It was an event which stemmed the horrible

disease we had following the 1914–18 war which most have forgotten. Therefore

the European recovery program is a natural sequence in order to try to help

rebuild. -

I think Mr. Bevin is probably'right, and even understates it.

Without the assistance that UNRRA gave to Europe, you would

have had complete demoralization in those areas which received

UNRRA help. Of course, the British were not one of them. Neither

was France.

One of the things which has made an appraisal of UNRRA in the

minds of many people difficult is that that whole idea was conceived,

and the whole machinery was started at a time when it seemed possible

to have complete unity among the nations in regard to relief and recon

struction. UNRRA was originally drafted and agreed on in 1943;

all the procedures were laid out at that time; the Congress voted the

first funds in the early part of 1944, and it was not for a year or 18

months that we began to see that it was difficult, if not impossible,

to work out reconstruction and the settlements after the war, with

the Soviet Union and the eastern states.

Events such as the furnishing of relief to Yugoslavia, at a time

when Tito was shooting down our planes, have given many people

the idea that UNRRA was a failure. It had nothing to do with

UNRRA being a failure. -
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It had to do with the very plan which we had set up being frustra

ted by events. That is not UNRRA's fault. And UNRRA, I

think, operated—taking it all in all, I think it is remarkable how

efficient UNRRA was. If you gather together people from every

one of some 42 countries, and try to build an organization out of it,

it is an extremely difficult thing to do.

Mr. JARMAN. I thoroughly agree with you, and the thought

occurred to me when you spoke of Mr. Bevin's reference to our

contribution—how much was that?

Mr. AcHEson. About 3.2 billion dollars, I believe.

Mr. JARMAN. In addition to the result to which you refer, the

chaos in Europe, I am wondering if one of two other results might not

have occurred. I am wondering if it would not have been nec

or wise, or wise and necessary, for us to have commenced, if UNRRA

had not been in existence, the very program we are discussing now,

at least a year ago, and if it would not have cost more than 3.2 billion

dollars more than it will cost?

Mr. AcHEson. I think that is right. I think it would have been

difficult to commence this program several years ago, because you

did not have the foundation laid.

Mr. JARMAN. I said a year.

Mr. AcHEson. I agree with you, Mr. Jarman.

ForEIGN AFFAIRs DEBATE

The following is the text of the speech delivered in the House of

Commons by the Secretary. of State for Foreign Affairs, Rt. Hon. E.

Bevin, on January 22, 1948.

I realize that there is intense interest in the House in this debate which is to

last 2 days. I am also so conscious that what I say can so easily be misinterpreted

in other countries, that I propose to exercise very great care in the presentation

of the Government's position.

We are indeed at a critical moment in the organization of the postwar world

and decisions we now take, I realize, will be vital to the future peace of the world.

What, however, I have first to put before the House is the factual background

against which decisions must now be taken. I do not propose to weary the

House with the long history because every Member is already conversant with

it; there have been so many debates in connection with these problems. I must

however recapitulate insofar as it is essential for an understanding of His Majesty's

Government's proposals for the future.

The story begins with a series of conferences which were held during the war

and at which many ideas were formed. Some were crystallized. Some were not.

In this connection, of the political developments that have taken place, one of

the main issues at that time affecting the line of subsequent policy which was

connected with the future of Poland, the solution arrived at Yalta was looked

upon by His Majesty's Government at that time as a sensible compromise between

conflicting elements, but there is no doubt that as it has evolved it has revealed

a policy on the part of the Soviet Union to use every means in their power to

get Communist control in eastern Europe and, as it now appears, in the West as

well. It therefore matters little how we temporize and maybe appease, or try

to make arrangements. It has been quite clear, I think, that the Communist

rocess goes ruthlessly on in each country. We have seen the game played out

in Poland, Bulgaria, Hungary, more recently in Rumania, and from information

in our possession other attempts may be made elsewhere. Thus the issue is not

simply the organization of Poland or any other country, but the control of eastern

Europe by Soviet Russia whose frontiers have in effect been advanced to Stettin,

Trieste and the Elbe. One has only to look at the map to see how, since the

war, Soyiet Russia has expanded and now stretches from the middle of Europe
to the Kurile Islands and Sakhalin. Yet all the evidence is that she is not satisfied

with this tremendous expansion. In Trieste we have difficulties. We had hoped

that the method of international agreement would be allowed to work but it

has not been allowed to work, and so what should have been a great experiment
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in postwar international collaboration has only been a continuing source of

friction and bother.

Then we have the great issue in Greece, which is similar to the others I have

mentioned. It has been assumed—in fact said—that the Soviet Union can wait;

that the United States of America and Great Britain will get tired; and that the

so-called government of Communist rebels can be recognized later on without

danger; and then in the end that a Communist government will be forced upon

Greece and she will be incorporated in the Soviet system of communism with the .

rest. Here let me make His Majesty's Government'sF. quite clear. We

had hoped to have been out of Greece. We had hoped that after the first election

a government would be formed and in time subsequent elections would take place

and the whole process of democratic development would be allowed to function.

But that has not been allowed because a state of virtual civil war has been per

petuated the whole time. So it is not a question of what sort of elected govern

ment there is in Greece—liberal coalition or whatever it might be—but it is a

ruthless attempt constantly maintained to bring that country in the Soviet orbit.

Like Trieste, the Greek issue involves the signatures or treaties recently signed

by all of us, all the Allies, including the great powers. I would remind the House

that Greece had claims for an alteration of her frontiers. I came to the conclusion

rightly or wrongly that probably Greece would be more secure if Great Britain

did not insist upon that, and that the signatures on the peace treaty would have

been a guarantee on our honor of her integrity and there would be no attempt

to pursue and trouble her further. But that has not been permitted. I know

that I have been pursued in this country on this Grecian question as if it were a

*. between a Royalist and a Socialist†. or Liberal government.

t is nothing of the sort and never has been. I beg all my friends in this House to

face the fact; this is a dangerous situation. It is a case of power politics. We have

been trying to leave Greece an independent country and to get out of it but we

also want her northern neighbors and everybody else to leave her alone and to

get out of it. We will do that immediately they lift their fingers and honorably

agree.

I would remind the House that the United Nations have been brought in but

they have been flouted by the Balkan neighbors of Greece. There is a very real

danger that they and their Soviet mentors may make a great blunder over this

business. In all solemnity I would advise great care. Provocations like these

lead sometimes to serious developments which we, and I hope they, are anxious

to avoid. It would be better to settle this matter in accordance with the decisions

of the Assembly of the United Nations than in the promotion of civil war, or giving

any kind of recognition to the Marcos Junta, or in attempting the methods which

have been applied elsewhere. This is the Assembly's decision and if we accept

Assembly decisions in other matters we should accept the decision in the case of

Greece. I say no more than this, that it is dangerous in international affairs to

play with fire. -

We have had other examples since the war which I need not go into now, wars

of nerves and pressure upon weaker neighbors. It is the considered view of His

Majesty's Government that attempts to settle international affairs by political

barrages and by wars of nerves, reduce the chances of finding acceptable solutions

and make agreement difficult, if not impossible. Propaganda is not a contribution

to the settlement of international problems. They are all so important that the

only way to solve them is cooly and calmly to deal with them on their merits.

So much for the brief background of eastern Europe.

I would remind the House that it is under 3 years since the war ended and I

hope still, that with the right use of power and organization, these difficulties may

be overcome. Meanwhile we must face the facts as they are. Our task is not to

make spectacular declarations, nor to use threats or intimidation, but to proceed

swiftly and resolutely with the steps we consider necessary to meet the situation

which now confronts the world.

The problem in Germany.—Let me now turn to the background in Germany

which has led to considerable difficulty. Here again there were recent debates

so I will confine myself to a limited survey. There was a discussion at Yalta about

the dismemberment of Germany. His Majesty's Government have always con

sidered that dismemberment would inevitably start an irredentist movement

causing a resurgence not of a peaceful Germany but of a spirit of war. For those

reasons we have been against it. We therefore welcome the change of attitude

that appeared to have evolved by the time we got to Potsdam. In a sentence I

will make clear what it was. The proposal was limited to central agencies to the

evolution of a new German state on a new basis; and to do it there was to be
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economic unity and a gradual evolution on a four-power basis which would lead

ultimately to a peace treaty and a German Government competent to sign it.

That, I think, describes in a sentence the approach to the whole problem. After

we left Potsdam things began to go wrong. The central agencies did not materialize

and it was not long before we discovered in the four-power conference in Berlin

that the Soviet Government had taken to hurling accustions at the western Allies

at meeting after meeting, instead of trying to evolve a common policy. Real

... progress seemed almost impossible. I do not deny that many things were done

and I want to pay my tribute to the Russian representatives, who, when free to

discuss things on their merits, are grand people to get on with but who, when it

comes to this political business, are held up and this delay and irritation then

proceeds. The military governors left to themselves could have settled far more

than they did in Germany on the basis of Potsdam, if they had been permitted to

do so. We have had discussions about these problems at the Council of Foreign

Ministers where, at every step, we have tried to meet anything which might look

like a legitimate claim. But the Moscow Conference last spring was certainly

very revealing. We were there over 6 weeks. It is a matter of historical knowl

edge that His Majesty's Government devoted time and energy to trying to give

that Conference a working basis; but any rational meeting where there was a will

to do business could have done in a week everything we did in 6 weeks.

The European recovery program forces a decision.—It was very wearying and

even difficult to keep one's temper at times, I must confess. Calm judgment in

the conditions under which we had to work was very difficult. Then between

the Moscow and London Conferences other events took place. I will not enu

merate many of them but perhaps the most important development which brought

all this to a head and caused the whole issue of Europe to be focused, was the

proposal by Mr. Marshall for a European recovery program. That brought out

what must have been there before. In other words this program brought vividly

to light what must have been under the surface and what was responsible for

these attitudes ever since the war and, if I may say so, for some of the remarks

we had to face during the war. The conception of the unity of Europe and the

preservation of Europe as the heart of western civilization is accepted by most

people. The importance of this has become increasingly apparent, not only to

all the European nations as a result of the postwar crises through which Europe

has passed and is passing, but to the whole world. No one disputes the idea of

European unity, that is not the issue. The issue is whether European unity

cannot be achieved without the domination and control of one great power and

that is the issue which has to be solved. I have tried on more than one occasion

to set forth in this house and at international conferences, the British policy

which has been carefully considered in connection with Europe. This policy has

been based on three principles. The first is that no one nation should dominate

Europe. The second is that the old-fashioned conception of the balance of

power as an aid should be discarded if possible. The third is that there should

be substituted four-power cooperation and assistance to all the states of Europe,

to enable them to evolve freely each in its own way. As regards the first principle

I am sure that this House and the world will realize, that if a policy is pursued

by any one power to try to dominate Europe by whatever means, director indi

rect, one has to be frank—that you are driven to the conclusion that it will

inevitably lead again to another world war and I hope that idea will be discarded

by all of us. It is this which His Majesty's Government has striven, and will

continue to strive, to prevent. With the old-fashioned balance of power, it was

a question of having a series of alliances and so manipulating them as each state

moved in a particular direction, it was counteracted. I have no doubt it led to

intrigues and to all kinds of difficulties particularly for the smaller states, which

often became the instruments of great powers. On behalf of His Majesty's

Government I have stated we will not use smaller powers as instruments of policy

to produce difficulties between the larger powers; thereby giving the smaller

powers a chance to evolve, under the umbrella of the four powers, without the

feeling of fear or conflict. His Majesty's Government cannot agree to four-power

cooperation while one of those four powers proceeds to impose its political and

economic system on the smaller states. On the contrary, as public opinion in

those states changes, and as their economic and social development progresses,

none of them will willingly submit to the great powers interfering and preventing

the introduction of economic changes, or any other changes, which they deem to

be for their own good. -

The emergency of police states.—But there is another factor giving great cause for

anxiety. It evolved largely with Hitler and Mussolini, and now, I am afraid, it

has become an instrument of a very dangerous kind in Europe, and that is what
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we describe as the police state. We did not imagine that this would be main

tained after the war, but it is and it is carried out with ruthless efficiency. I must

say, while we here talk about elections and democracy that where the police state

exists, votes count for very little. It is true that the votes have notº:
but it is the voter himself who disappears, and the successful candidate if he dares

to have an opinion of his own. As we saw in the press the other day, some Mem

bers of Parliament in Bulgaria said that they objected to the budget, and the

were immediately threatened because they had objected to the taxation proposed.

The Americans and ourselves were immediately condemned and made respon

sible for these men's opinions about their budget. I have never known anybody

welcome a budget especially when it involves increased taxation and all this is

purely nonsensical. F. these statements especially by a man like Dimitrov

the former hero of the Reichstag, who now seems to have taken to himself some o

the characteristics of the bully and the braggart. This kind of thing creates very

great difficulty. As another illustration we have the case of Jacob Kaiser, the

Ieader of the German Democratic Party, the Christian Democrats, who has been

prevented from leading his party in the Soviet zone of Germany for not bowing to

the Soviet will. His friends have been visited in their houses and have been

intimidated. The Social Democrats, I may add, had been dealt with and indeed

suppressed in the Soviet zone much earlier. One would give hundreds of instances

of the subtlety and cruelty of this police state instrument and I cannot see how a

healthy democracy can grow up while it exists. If there was one thing that

aroused Britain and made her fight so hard in the World War it was when she

realized fully for the first time what the Gestapo meant. We hoped that the end

of the war would mean the end of the police state as well as of all instruments of

that character. We have always accepted–I would emphasize this and I repeat

it now—that the friendliest relations should exist between Russia and the states

on the Russian frontier—indeed not only on the frontier—we want these friendly

relations with everybody. It is madness to think of anything else if we are ever

to have peace.

“We have always wanted the widest conception of Europe.”—That is quite a dif

ferent thing from cutting off eastern Europe from the rest of the world and turning

it into an exclusively self-contained bloc under the control of Moscow and Com

munist Party. The European recovery program brought all this to a head and

made us all face up to the problem of the future organization. We did not press

the western union and I know that some of our neighbors were not desirous of

pressing it in the hope that when we got the German-Austrian peace settlements

agreement between the four powers would close the breach between East and

West and thus avoid the necessity of crystallizing Europe into separate blocs.

We have always wanted the widest conception of Europe including of course

Russia. It is not a new idea. The idea of closer relationship between the coun

tries of western Europe first arose during the war and in the days of the coalition—

it was discussed already in 1944—there was talk between by predecessor and the

Russian Government about a western association. His Majesty's Government

at that time indicated to the Soviet Government that they would put the estab

lishment of a world organization first on their list. In any case they proposed to

rely on the Anglo-Soviet alliance for the purpose of containing Germany and

eventually there might be simialr arrangements between France and Great

Britain and France and the Soviet Union for this purpose. That was in 1944.

We also indicated that it might be desirable to have defense arrangements with

western Europe for the purpose of instituting a common-defense policy against

the possible revival of German aggression and to determine what role each state

should play in the matter of armaments and the disposal of forces. We indicated

that when these matters arose we would keep the Soviet Government informed

which we did. In 1945, however, there was a great deal of Soviet criticism, es

pecially of this country, over the supposed formation of a western bloc against

the Soviet Union which was quite untrue. At that time we had not even had a

meeting with our western allies to discuss the matter and yet daily this criticism

was poured out and the radio and in Pravda and the rest of it a constant repetition.

When I was in Moscow, therefore, in December 1945 and saw Generalissimo

Stalin, I explained that the United Kingdom must have security arrangements

with France and other neighboring countries just as the Soviet Union had with

their neighbors to which he raised no objection.

Soviet Agreement and Threats.-I stated that whatever we did would not be

directed against the Soviet Union. To this he replied, ”I believe you.” Any

thing His Majesty's Government does now in this matter will not be directed

against the Soviet Union or any other country but we are entitled to organize the
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kindred souls of the West just as they organize their kindred souls. As late as

January 1947 Stalin took a similar line with Field Marshal Montgomery. In

1946 I communicated to Mr. Molotov our intention of entering into negotiations

for an Anglo-French treaty, Mr. Molotov expressed interest and asked to be kept

informed. He made no comment. I kept him fully informed about the treaty

of Dunkirk. I have had no communication since, about that matter. When

the European recovery proposal was put forward in the same spirit it was offered

to the whole of Europe including Russia. There were no grounds therefore for

the fear that it was to be directed against the Soviet Union or used for any ulterior

urpose. So clear was it that it was intended for the whole of Europe that in

oland we know that even the Communist Party were anxious to participate.

So they were in Hungary and Rumania and Czechoslovakia even announced her

intention to accept the invitation. About Yugoslavia and Bulgaria I never had

any precise information; eventually all these states were ordered to abstain.

What about sovereignty? We took no step to advise, we merely sent out our

invitation for people to answer and come freely if they wished to. If they did

not we knew they were not staying away of their own volition.

The House will remember the conversations I had with M. Bidault and Mr.

Molotov. At first I was reasonably hopeful that every one including Russia would

play their part in this great offer. What was the idea behind this European

recovery program? First we should do what we could for ourselves and in

cooperation with, one another and then secure from the American people supple

mentary aid.

If we want to maintain our independence we have got to do all we can for

ourselves. I think it is quite right when all neighbors cooperate together to see

what they can do for one another. Then if they find they are stuck they can go

to a pal to borrow something to help them through. I do not think that that is

taking away one's independence.

In the course of the discussions in Paris there came a change as it was decided

by the Soviet Union (and I have very good grounds for accepting this) that rather

than risk the generosity of the United States penetrating eastern Europe and

Europe itself joining in a great cooperative movement, the Soviet Union preferred

to risk the western plan or western union, that is to say they risked the creation

of a possible organism in the West. My further opinion is that they thought they

could wreck or intimidate western Europe by political upsets, economic chaos,

and evenº methods.

What Mr. Molotov said at Paris to Mr. Bidault and myself on the last day

when we were there was that if we proceeded with this plan it would be bad for

both of us, particularly for France. As the discussions went forward since the

Paris Conference last June, we knew almost the precise dates as to when these

troubles were going to take place and when these upsets were likely to occur.

I must say this is rather unpalatable for me to have to do, but I suggest the

world will never get right unless the thing is seen in all its nakedness and probably

we will get on a better footing then.

As I have already said, it is no secret that Mr. Molotov threatened both our

selves and France that we would have to look out for these squalls if we went on

with the European recovery program. My answer to him, not boastfully but

quietly, was that Great Britain had been accustomed to threats and that we

should face them and that they would not move us from doing what we believed to

be right. We have not, nor has France or any of the other nations who assembled

in Paris, deviated from that course. The best evidence that what I am saying

is correct, as I am sure the Honorable Member for Mile End (Mr. Piratin) will

agree, is that the Cominform came into existence very quickly. M. Zhdanov

and Malenkov are closely associated with it. It has been clearly stated that the

object of that body and of Soviet and Communist policy is to prevent the European

recovery program succeeding. I do not object to them coming to that conclusion

but because they came to that conclusion, I do not see why I should be a party

to keeping Europe in chaos and starvation. I cannot accept the proposition that

simply because the Cominform says it in their proposals, then everyone must

accept it. The fact is that there have been great political strikes in France.

Who disputes that they are behind them? The intention of the Soviets was to

anticipate the interim aid from America so that by the loss of production at

home American aid would be nullified. That is not the way to express love of

one's country and one's own people. -

European cooperation in recovery program.—Now for the steps we have taken in

connection with this European recovery program. As soon as I saw it I sub

mitted it to my colleagues and we felt that there was an opportunity of really
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trying to get Europe on its feet. The House will agree that we acted with prompt

ness in order to get it going; we had no ulterior motive at all and we did not intend

to attack anyone. I should like to congratulate the staffs of the various foreign

offices and governments for the magnificent way in which they worked on this

plan with vigor and agreement, which I think was amazing. When the plan was ,

completed United States officials were prompt to render the friendly aid promised

by Mr. Marshall. I should like to pay my tribute to everyone who worked for

the practical realization of the ideas expressed in Mr. Marshall's Harvard speech.

The issue is now before the American Congress and I say no more about it than

that we in Europe are not holding back, awaiting the decision of Congress. We

are doing our best individually and in cooperation to help one another. We

shall be able to do it still more when we know the final decision of the United

States Congress.

With all these influences, the London Conference was bound up in spite of what

was going on—on which our information was very good—I still went on arranging

for the London Conference. In November I confess that events were not en

couraging. The flood of abuse against ourselves and the world by Mr. Vishinski

in New York was calculated to rouse tempers but I am glad to say it fell very flat

with no effect on public opinion anywhere outside the Soviet zone of influence.

We still went on trying to get the Conference on a proper basis as I reported to

the House before the recess but every day when there was a proposal discussed

and an effort made to reach a practical conclusion we had to waste a whole day

listening to the abuse of the western powers. It is all very well but everyone in

this House is a public man. I ask each one here to try to imagine what it is like

to sit there hour after hour and to have thrown at one almost every invective of

which one can think and not answer back. I felt very often like the boy who

was asked what he would do if he were hit on the ong cheek by his school teacher.

He said he would turn the other. His school teacher said, that is a good boy

Tommy, but supposing you were hit on the other cheek, what then? The boy

replied, “then Heaven help him.” I must confess that I felt very much like the

schoolboy and we had to suppress our feelings.

Now we have to face a new situation. In this it is impossible to move as quickly

as we would wish. We are dealing with nations which are free to take their own

decisions. It is easy enough to draw up a blueprint for a united western Europe

and to construct neat-looking plans on paper. While I do not wish to discourage

the work done by voluntary political organizations in advocating ambitious

schemes for European recovery, I must say that it is a much slower and harder

job to work out a practical program which takes into account the realities which

face us, and I am afraid that it will have to be done a step at a time. But surely

all these developments which I have been describing point to the conclusion that

the free nations of western Europe must now draw closely together. How much

these countries have in common. Our sacrifices in the war, our hatred of injustice

and oppression, our party democracy, our striving for economic rights, and our

conception and love of liberty are common among us all. Our British approach,

of which my right honorable friend the Prime Minister spoke recently, is based

on principles which also appeal deeply to the overwhelming mass of the peoples

of western Europe. I believe the time is ripe for a consolidation of western Europe.

First in this context we think of the people of France. Like all old friends we

have our differences from time to time, but I doubt whether ever before in our

history there has been so much underlying good will and respect between the two

peoples as now. We have a firm basis of cooperation in the Treaty of Dunkirk,

we are partners in the European recovery program and I would also remind the

House of the useful and practical work being done by the Anglo-French Economic

Committee. Through this Committee we have already succeeded in helping one

another in our economic difficulties, though at first to tell the truth neither of us

had very much with which to help the other. But it was useful and the work it

did was useful at a very critical moment. We are not now proposing a formal

political union with France as has sometimes been suggested but we shall main

tain the closest possible contact and work for ever closer unity between the two

nations.

Negotiations begin with Beneluz.-The time has come to find ways and means

of developing our relations with the Benelux countries. I mean to begin talks

with those countries in close accord with our French allies. I have to inform the

House that yesterday our representatives in Brussels, The Hague, and Luxemburg

were instructed to propose such talks in concert with their French colleagues.

I recall that after I signed the Dunkirk Treaty on my way through Brussels to

Moscow I was asked by a newspaper correspondent, “What about a treaty with
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other countries including Belgium?” My reply was—I will quote it—“I hope

to sign a similar one with Belgium and with all our good neighbors in the West.

The Labor Government will do everything possible to prevent misunderstandings

arising from which aggressions might result. You have suffered from two wars,

you have twice been occupied in two wars and England has twice had to fight

very hard. Great Britain is still conscious of the great role she has to play. She

will do everything possible to prevent a new conflict in the West whether it will

come from Germany or elsewhere.”

I hope that treaties will thus be signed with our near neighbors, the Benelux

countries, making with our treaty with France an important nucleus in western

Europe, but we have then to go beyond the circle of our immediate neighbors.

We shall have to consider the question of associating other historic members of

European civilization including the new Italy, in this great conception. Their

eventual participation is of course no less important than that of countries with

which, if only for geographical reasons, we must deal first. We are thinking now

of western Europe as a unit.

The nations of western Europe have already shown at the Paris Conference

dealing with the Marshall plan their capacity for working together quickly and

effectively. That is a good sign for the future. We shall do all we can to foster

both the spirit and the machinery of cooperation. In this context I am glad to

be able to tell the House that as a practical immediate measure to make our

relations with western Europe closer, His Majesty's Government are proposing

to relax the ban on tourist travel. I shalf have more to say on this subject a

little later.

Britain cannot stand outside Europe.—Our formal relations with the various

countries may differ, but between all there should be an effective understanding

bound together by common ideals for which the western powers have twice in

one generation shed their blood. If we are to preserve peace and our own safety

at the same time, we can only do so by the mobilization of such a moral and

material force as will create confidence and energy in the West and inspire respect

elsewhere, and this means that Britain cannot stand outside Europe and regard

her problems as quite separate from those of her European neighbors. .

Now with regard to the tourist traffic. This is a step which we propose to

take pretty soon, I hope in the early summer, providing such arrangements can

be made without involving us in the expenditure of gold or dollars, and I believe

that this is possible to negotiate. In our view, a system can be worked out bi

laterally with different countries which will enable a start to be made in the

early summer. We hope to be able to publish in March a list of countries to

which travel will be possible, and travel would then resume about 1st of May.

We are anxious to create conditions in which the peoples of the respective countries

can associate, and I know of nothing more important to serve this end than the

tourist traffic. ... I would like to make it clear that we are not doing this merely to

cater for people with lots of money. Adults will be allowed £35 and children

£25 per annum. In this connection, there are a number of organizations which

provide cheap holidays abroad. These organizations have handled thousands

of people and have rendered a great service in this field. I myself helped to

create the Workers Travel Association out of almost nothing, and in the progress

of years it has grown to handling the foreign travel of many thousands of people.

There is also the Polytechnic and many other bodies of a similar kind.

Therefore foreign travel is no longer a privilege of the few, it is the desire of

large numbers of people. We hope to allow this exchange to take place both

wavs at the earliest possible moment.

Europe's potential resources.—Perhaps I may now return to the subject of the

organization in respect of a western union. That is its right description. I

would emphasize that I am not concerned only with Europe as a geographical

conception. Europe has extended its influence throughout the world, and we

have to look further afield. In the first place, we turn our eyes to Africa, where

#. responsibilities are shared by us with South Africa, France, Belgium, and

ortugal, and equally to all overseas territories, especailly of southeast Asia,

with which the Dutch are closely concerned. The organization of western Europe

must be economically supported. That involves the closest possible collabora

tion with the Commonwealth and with overseas territories, not only British but

French, Dutch, Belgain, and Portuguese. These overseas territories are large

primary producers, and their standard of life is evolving rapidly and is capable

of great development. They have raw materials, food, and resources which can

be turned to very great common advantage, both to the people of the territories

themselves, to Europe, and to the world as a whole. The other two great world
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powers, the United States and Soviet Russia, have tremendous resources. There

is no need of conflict with them in this matter at all. If western Europe is to

achieve its balance of payments and to get a world equilibrium, it is essential

that those resources should be developed and made available and the exchange

between them carried out in a correct and proper manner. There is no conflict

between the social and economic development of those overseas territories to the

advantage of their people, and their development as a source of supplies for

western Europe as a contributor, as I have indicated, so essential to the balance

of payments.

ritish colonial development.—What is to be the best method of dealing with

this matter? We have been considering and planning for the territories for which

we are responsible so as to establish, particularly out of our capital production

year by year, and also out of our production of consumption goods, a proper pro

portion in the right order of priorities to assist this development. Coincident

with that planning, welfare and cultural development are being pushed ahead

with great speed. Therefore, if we got the plan we intend to develop the economic

cooperation between western European countries step by step, to develop the

resources of the territories with which we are associated, to build them up on a

system of priorities which will produce the quickest, most effective, and most last

ing results for the whole world. We hope that other countries with dependent

territories will do the same in association with us.

We shall, then bring together resources, manpower, organization, and oppor

tunity for millions of people. I would like to depict what it really involves in

terms of population whose standard of life can be lifted. We are bringing together

these tremendous resources, which stretch through Europe, the Middle#: and

Africa, to the Far East. In no case would it be an exclusive effort. It would

be done with the object of making the whole world richer and safer. We believe

there is an opportunity and that when it is studied there will be a willingness on

. part of our friends in the Commonwealth to cooperate with us in this great

effort.

Friendship with the Arabs.-In the Middle East we have pursued a similar

policy. We have a long-standing friendship with the Arabs. The develop

ment of the Arab countries in the 30 years of their revived national independence

has been remarkable, and our own country has made a very good contribution

toward it. We shall continue these efforts of believing that a system of co

operation in the economic and social fields may carry with it responsibility for

mutual defense on both sides. I have repeatedly said to representatives of

United States and of the Soviet Union that the Middle East is a vital factor in

world peace. In addition, it is a life line for the British Commonwealth. That

statement has never been challenged. I think it is accepted by all. It is in

that spirit that we have worked.

I think the House welcomes with me the recent treaty with Iraq, negotiated

and signed upon a basis of equality. There has been a lot of excitement in the

morning papers about the reactions to the treaty. There must have been some

misunderstanding in Bagdad, but the Iraq delegates should be able to remove

it upon their return. The Iraq Prime Minister, in a statement issued this morn

ing, has said that that is his confident belief. Honorable members may not have

j the statement, so I will, with the permission of the House, read it. It is as

ollows: -

“Neither I nor the Iraq Prime Minister would have set our signatures to any

document which ignored the aspirations of the people of Iraq. We assure our

Iraq friends that we intend to face the problems common to us, whether they are

problems of defense or of social and economic development. I hope that the

treaty, which has been worked out with such care, will serve as a model, when it

has been carefully studied, for other Middle East defense arrangements. I am

discussing the situation first with TransJordan, whose Prime Minister is coming

here to talk with us in a few days. The Emir Feisal will be here at the beginning

of next month, and we shall have a talk with him, and through him with his father,

King Idn Saud. I hope that other such talks will follow.”

I ought to say a word aboutFº where a different set of historical conditions

have to be taken into account. want to get away from the atmosphere of past

disagreements and to concentrate upon what is mutually acceptable in the inter

ests of both countries. I am not without hope of being able to do so at an early

date, but it may take some little time. -

UN leading to world understanding.—Now I turn to the United Nations. All

the steps I have mentioned, in the Middle East and in the western union, are in

keeping with the charter of the United Nations. When the ideological quarrel
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between the powers is set aside, and it will be sooner or later, and provided that

the will to peace takes its place, all the things of which I have spoken will fit into

a world pattern. They are all designed upon a regional basis to fit in with the

charter of the United Nations. It will be remembered that my right honorable

friend, the Minister of State, attended the General Assembly of the United Na

tions in New York. He will deal with matters relating thereto in his speech. He

will deal also with any information that honorable members may want.

I have to confess however, that the United Nations up to now has been dis

appointing, but it might have been under any circumstances, and it may be better

to have the disappointments in the beginning than to have the enthusiasm at the

start and the disappointments later on. In any case, I do not despair. There is

an enormous amount of work being done in the United Nations—economic, social,

cultural, and so on—all of which is leading to world understanding. At the same

time, the nations have collaborated in many fields, and they have collaborated a

good deal in the settlement of disputes—none of them major disputes, as we under

stand them—and even in the Security Council itself there have been some very

good discussions and good decisions taken. It has achievements as well as failures,

but it is handicapped by this ideological thing that is constantly coming up, and

the extensive use of the veto which was never contemplated, I am quite sure, by

anyone who took part in its creation. There have been commissions in Greece

and Korea. The tasks are hard. There is one going to India and Pakistan now,

and I wish them well. At last the one in Indonesia seems at least to have created

a truce which may lead to a settlement and I express the hope that, notwithstand

ing our disappointments at the beginning, the whole country will remain behind

it because we have to have some world organization in any case. We must try

to make it work if we can.

Tribute to great heart of United States.—Now I want to say a word about the

United States, which seems to be a sort of bogey in the minds of a good many

people. Everybody has the idea that the United States has a great fund of dollars

which it is trying to hurl at everybody for some ulterior motive. All I can say is

that if anybody follows the hearing in Congress to try to get these appropriations,

I do not think they bear that interpretation. They are a democratic country

trying to look where they are going and what responsibilities they are under

taking. Our primary task, as I have said, is to build up with our friends in west

ern Europe. We have to get resources together and repair a war-damaged

continent, and we have to carry out the development of these new resources

overseas. The United States and the countries of Latin America are clearly as

much a part of our common western civilization as are the nations of the British

Commonwealth. The power and resources of the United States—indeed, I

would say the power and resources of all the countries on the continent of America—

will be needed if we are to create a solid, stable, and healthy world.

When I speak of the United States, I am not thinking of the country misrepre

sented in propaganda as a sort of Shylock of Wall Street, but a young, vigorous,

democratic people. It is a country not only of great wealth and great resources

but one whose people are moved by a good will and a generosity which many of

us in the Old World are apt to take for granted. American policy, like the policy

of all great countries, must have regard to American interests, but it has been so

often traduced as purely selfish that I think it is time to pay a tribute to the great

heart-of the American people which found expression in the European recovery

program. I was quite convinced, and I am now, that there was no political motive

behind the Marshall offer other than the valuable human motive of helping

Europe to help herself and so restore the economic and political health of this

world. It is of course an American interest but it is everybody's interest, it is

not exclusively American. This does not make the offer less unselfish.

After relief—recovery.—If you take the sequence of events in the United States

from lease-lend in the war, and I cannot let it go by though I have mentioned it

before, I think it is worth calling the attention of the House again to the tremen

dous work in connection with UNRRA. What sort of Europe we should have had

without UNRRA. I really do not know, it is too horrible to contemplate. I think

it would have been swept with epidemics. Everybody had a share of UNRRA,

including Soviet Russia and the eastern states—everybody—and it cost the

United States £675,000,000, Canada, £35,000,000, and it cost this country, even

in our impoverished condition, £155,000,000. It was an event which stemmed

the horrible disease we had following the 1914–18 war which most have forgotten.

Therefore the European recovery program is a natural sequence in order to try to

help rebuild. It is true that the Americans are as realistic as we are. They see

the greatest dangers to world peace in economic chaos and starvation. It was the

argument used over and over again, that we made a mistake with Germany in
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leaving her in such depression that it allowed a Hitler to arise. The instinct is

that it is much better to spend money now on rebuilding a healthy and self-reliant

Europe than to wait for the devil ofº and disease to create again conditions

making for war and dictatorship. It is sound sense and His Majesty's Govern

ment welcomes it. -

Neither can I see anything wrong in America insisting that the nations of

Europe should do everything in their power to put their house in order as a con

dition of American aid. If we are to look for hidden political motives, than I

detect them much more clearly behind the attempt to sabotage the Paris Con

ference than behind the great Marshall offer.

Anglo-American partnership in Germany.—I am afraid I am wearying the House,

but it is a very long subjectğ. members, “No.”) May I turn as quickly

as possible to Germany and German organization where we and America are in

partnership? In this connection I would like to call the attention of the House

to the conflict over the political organization of Germany which is bound up with

the zonal problem. We stand for a united Germany, not a dismembered or

divided Germany. We have been in favor of a centralized German Government

but not an over-centralized German Government that, in our view, could be a

danger to peace. On this, I believe, the Americans, the French, and ourselves,

despite slight differences between us, can reconcile our views. On the other hand,

the Soviet Government are pressing for an over-centralized government, which we

know could be used in the same way to develop a one-party dictatorship as has

been done in the eastern European countries, and we cannot agree to it. It

became clear a year ago that Germany was to be made, as a result of the series

of disagreements between the great powers, a terrific financial liability on the
United States and ourselves. No food was to come from the East into the West,

no exchange, and hence the burden would fall upon our exchequers. I indicated

that we had to make it pay by hook or by crook. We really had to make our

zone go and take the liability off the taxpayers here. Then the Americans offered

fusion of the two zones in 1946 and negotiations for the first fusion agreement then

took place in New York.

After the failure of the Moscow Conference I was pressed very hard to agree

to some kind of parliamentary instrument in the bizonal area. I opposed it then

because I felt that if the step was taken it would mean probably the creation of

the final division of Germany and of Europe. We therefore kept our arrange

ments to the economic field. While it is not bound to succeed we have tried to

make this fusion work and work better by setting up an economic council. We

are still hopeful in Germany, and I hope I shall not be told I am too patient,

because I am not waiting, we are going on with the work. By taking the right

lines in our bizonal organization in Germany I believe that in the end we shall

achieve a proper organization of central Europe. We have to get the organization

on our own side efficient.

Trizonal talks.--Later in 1947 we proceeded with a new fusion agreement.

Now, as a result of talks between the American military governor and our military

governor we have improved, expanded, and extended the economic council on an

interim basis. But that is an interim matter and in a few weeks' time it is intended

that the British, French, and Americans shall have an exchange of views on the

three zones as well as the two. Those talks will take place at a very early date.

at we have done up to now has been done as an interim arrangement.

Another big problem for Germany which we are still trying to deal with on a

four-power basis is currency reform, which is absolutely imperative but very

difficult to arrange. We are not going to assume that the four-power arrangement

is ended at all. §, are going to make our three zones work economically in order

to take the load off our exchequer here. But we will go on to try to see whether

in the end we can make it work. The Germans have a part to play in this. After

all, the Germans are more responsible than anyone else in the world for the mess

the world is in and if they are to win the respect of the world again and come

back into the comity of nations they must work hard and act and administer their

decisions; it cannot be given to them. I had a sense of disgust when I read of

German farmers holding back food from their own kith and kin, and I can assure

the House that the most resolute steps will be taken to put an end to that. But

we would like the German administration to whom we have handed powers to do

it, because it is important if confidence is to be established to see that it is done.

General Clay and8. Robertson are to be congratulated on the work carried

on in the two zones.

When the Frankfurt agreement is completed, I will circulate it to Members of

the House so that they can see it in its detail and I will not weary the House with
it now.
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I must also say that in working for this Germany recovery we have to bear in

mind all the time the countries which have suffered from her attack rather than

put German recovery ahead of the recovery of those who were her victims, and

this we shall continue to do. We are making trade agreements between Western

Germany and Eastern Europe. All kinds of steps are being taken to develop the

export trade and to put Germany back on her feet. But I must say once again

that if the German people are going to rely on us or act as if we are to feed them

all the time, they are suffering from a delusion. Germany must work and produce

like other countries.

Mr. PICKTHoRN (Cambridge University). Would theº honorable gentleman

permit me—I am sorry to interrupt. I am not sure but I think he inadvertently

said “eastern Europe” instead of “western Europe.” -

Mr. BEviN. I said trade agreements had been made between western Germany

and eastern Europe. There have been agreements made with Poland and we

are going on with this policy which we think a right one to follow. We are doing

nothing to break down the contacts in spite of all the political difficulties. Time

will not permit me to go into all the difficulties associated with Germany and I

must leave it to my ºilº. who will speak later.

Treaty for Austria.--We have persistently endeavored to make a treaty for

Austria. I cannot understand why a great nation of 200,000,000 people like

Soviet Russia should find it necessary to delay a settlement with a small country

of 7,000,000. Whatever the causes may be, I think this torturing of Austria

for all these years is really reprehensible. However at the end of the conference

there was a sign that there was a possibility of a settlement. I seized it at once

and referred it to the deputies and I have §ºn promised a new Soviet proposal

in January. I hope they will do it and let us have a chance of settling the problem.

Conference on Japan.-One other matter I must mention in passing is Japan.

There is a conflict again here because it is desired by the Soviet that we should

refer the peace treaty to the Council of Foreign Ministers, not a very encouraging

rospect. Really it is very difficult to agree to it. Here are Australia, New

ealand, India, Pakistan, Burma, and the the Netherlands, who were all in the

Japanese war from the very day of Pearl Harbor, and while I am ready to admit

that the maintenance of great Russian armies in the maritime provinces probably

had an effect before they came into the war, the actual time that Russia was in the

Japanese war was but a few days. Yet I am asked to agree that they should take

a predominant position over the allies who fought in the Japanese war all the

way through. eally we cannot expect people to accept that. What we pro

pose is that the 13 or 14 countries which were involved should form the peace

conference. In this way I think we are more likely to clear up the far eastern

position and I hope the Soviet Government will see their way clear to accept it

and let us get on with the business of at least making one good peace treaty. º:
of course includes the United States, Canada, and other countries.

Burma has already been debated in the House and our relations with Burma

now become the responsibility of the Foreign Office. We are looking after their

interests as well as those of the other Far Eastern countries by means of the system

which has been developed there.

The Foreign Office staffs so often get criticized and we are always supposed to

select the wrong people but I do not want to let this occasion pass without paying

a tribute to the staffs of that great office. Since the war the work has been terrific.

Recently, to give an example, with the break-down of convertibility practically

every agreement that we have made had to be changed before the ink was dry.

Otherwise there would have been no food and no exchange. I think the other

departments of state will agree that the magnificent way the ambassadors and their

staffs worked to prevent any serious disturbance, either in trade or exchange, as a

result of the difficulty entitles them to the praises I am giving. They had a very

difficult task and I am quite certain they will continue to serve with success. They

certainly deserve great credit. -

Spiritual union—if not of all Europe, then of western Europe.—To conclude,

His Majesty's Government have striven for the closer consolidation and economic

development and eventually for the spiritual unity of Europe as a whole, but, as I

have said, in eastern Europe we are presented with a fait accompli. No one there

is free to speak or think or to enter into trade or other arrangements of his own

free will. The sovereignty of the eastern European nations is handicapped.

What of the west? Neither we nor the United States nor France is going to ap

proach western Europe on this basis. It is not in keeping with the spirit of western

civilization and if we are to have an organism in the west it must be a spiritual

union. While no doubt there must be treaties or at least understandings the union
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must primarily be a fusion derived from the basic freedoms and ethical principles

for which we all stand. It must be on terms of equality and it must contain all

the elements of freedom for which we all stand. It is the goal we are now trying

to reach. It cannot be written down in a rigid thesis or in a directive. It is more

of a brotherhood and less of a rigid system.

In spite of criticism leveled at her, Europe has done an amazing job since the

end of the war. One has to be conversant with it to understand just what it has

been like with all the economic confusion which was involved everywhere. The

countries of Europe are returning now to established law and order. There had

never been a war like this before. Never had it beeen so difficult to make peace.

It is not a question of sitting down together as it was at Versailles and then at the

end signing a treaty. This time it is systems, conceptions, and ideologies which

are in conflict. I do not want to take an irrevocable step which will make future

generations pay just because I was overanxious to gain a settlement for settle

ment’s sake. This time it has to be a real settlement which lasts for a long time.

In this new settlement Germany, like all other European nations, must find

her place, but as I have said she must not come before her recent victims. As

other nations settle down,Sº settle down but she must be prevented

from becoming aggressive again. e shall welcome her return as a democratic

nation. In all our efforts this is the objective for which we have been working but

I must repeat to the Germans that although I am not blaming the whole German

people, they were the great factor which brought the world to this condition.

They must realize that as a people they have got to work hard to get their own

country and the world back to a proper equilibrium. I have been glad to note

the growing realization of this fact among the Germans themselves.

Despite all the artificial barriers set up and the propaganda blared out, which

no doubt will increase after this debate, we shall pursue a course which will seek to

reunite Europe. If the present division of Europe continues it will be by the act

and the will of the Soviet Government, but such a division would be inconsistent

with the statements of the highest Soviet authorities and of Stalin himself. He

told Mr. Stassen in Moscow, last April that for collaboration it is not requisite

that people should have an identical system. Similar statements have been made

on other occasions. We have always tried and we are still trying to cooperate

with the peoples of eastern Europe on this basis although the activities of the

Cominform like those of its predecessor the Comintern afford the greatest

hindrance to mutual confidence and understanding. However, we shall not be

diverted by threats of propaganda or fifth-column methods from our aim of uniting

by trade, social, cultural, and all other contacts those nations of Europe and of the

world who are ready and able to cooperate. The speed of our recovery and the

success of our achievements will be the answer to all attempts to divide the

peoples of the world into hostile camps. I may claim for myself at least that my

whole life has been devoted to uniting people and not dividing them. This

remains my objective and purpose now. his is the object and purpose that His

Majesty's Government, of which I am the instrument, seek to promote in dealing

with other countries.

(The foregoing verbatim text is cabled and consequently subject to correction.)

(This material is filed with the Department of Justice, where the required

registration statement of BIS under 56 Stat. 248-258 as an agency of the British

Government is available for inspection. Registration does not imply approval or

disapproval of this material by the United States Government.)

Mr. JARMAN. In other words, as far as the United States is con

cerned, I believe that had we not had UNRRA, this program, which

I think we must carry out in self-preservation if for no other reason,

would have cost as much as this program will cost, plus what we have

put into UNRRA?

Mr. AcHEson. I agree with you.

Mr. JARMAN. Thank you. That is all.

Chairman EATON. Mr. Jackson.

Mr. JAckson. Mr. Acheson, is it not true that generally speaking,

we are seeking to do with these 16 European countries, and through

almost exactly the same methods, so far as the economic rehabilitation

end of it is concerned, what we have been trying to do in Greece?
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Mr. AcHEson. No; I think the problem is different in Europe than

it is in Greece. The objective is perhaps the same, which is recovery,

but the situation is different.

In Greece, we have a country which was utterly torn to pieces during

the war, where it was extremely difficult to establish any sort of a

stable government, and where actual civil war was going on, which

civil war was instigated and aided by people from the outside.

You had very little to start with in Greece. In Greece, the Greek

Government needed both military assistance in order to suppress the

rebellion and safeguard its borders, and it needed economic help. In

the 16 countries with which we are dealing, we have governments which

are firmly established.

Mr. JACKson. You mean the 15 and Greece.

Mr. ACHEson. Fifteen and Greece, yes, sir. You have govern

ments running all the way from the very strongly established and

solvent governments of Switzerland and Sweden, to governments

which are subjected to rather severe attacks from the left, as in Italy

and France.

But they are all established governments. There is no civil war."

There is no military problem. There is no current attack on their

borders, or current rebellion against the authority of the government.

The problem there is entirely economic, industrial, agricultural,

financial.

Mr. JACKson. Well, is it not true, Mr. Acheson, that had it not

been for this organized attack against the legal government of Greece

by less than 1 percent of the people of Greece, that we might by this

3. lºve made substantial strides toward the jiàº. of

reece'ſ

Mr. ACHEson. Yes; I think that is true.

Mr. JACKson. Well, is it not also the case that the minorities

currently attacking the Greek Government are fewer, numerically

speaking, than they are, for instance, in France and Italy?

Mr. AcHEson. A smaller percentage, you mean?

Mr. JAckson. That is right.

Mr. AcHEson. I suppose there are a smaller percentage of guerrillas

in the hills than there are members of the Communist Party in those

two countries.

Of course, the members of the Communist Party are not yet in

the hills with rifles and we hope they will not be.

Mr. JACKson. We were told in Paris that there were 250,000

armed men in Paris—armed men of the left. If 18,000 can create the

furore and defeat the purposes of our program of aid to Greece, is it

not entirely likely that greatly increased numbers elsewhere could

also completely stall this program?

Mr. AcHEson. I have no question about the fact that if there were

armed insurrection against any of these governments it would be a

difficult situation. f should imagine that the governments could

suppress it and would.

Mr. JAckson. What should our position be in such a case?

Mr. AcHEson. I beg your pardon?

Mr. JAckson. What should our position be in the case of armed

insurrection?

Mr. AcHEson. I should suppose that, like sin, we would be againstit.
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Mr. JACKsoN. Would that be sufficient, to be against it, and see it

entirely fail, see the program fail entirely, because we were opposed

to it, as we are opposed to sin?

Mr. AcHEson. Are you getting at whether the United States should

take military action?

Mr. JAckson. Should we implement these programs, if it became

necessary, in the face of armed aggression by minorities?

Mr. AcHEson. Well, I would not feel competent to speculate on

what we ought to do. I have not the faintest doubt that if you do

get the kind of coup d'état which will occur if we do not have this

program, that the United States will be faced with some pretty serious

situations. -

Mr. JAckson. I do not think there is any question about that. I

am going further and assuming it happens in the face of what we plan

to do, because the situation in Greece has been going backward, and

instead of achieving the stability we had all hoped for—and I speak

as a person who supported the relief bill, supported the Greek-Turkish

aid and so forth -

Mr. AcHEson. Yes, I know.

Mr. JACKson. But many of us are concerned with the very real

problem, and the very real probability that there will be organized

*. possibly in the form of armed attacks, against the purposes of

this plan.

Mr. AcHEson. I should think that if you were estimating the possi

bilities, there is a much decreased possibility that there will be any

armed attack or civil war in the 16 countries if this recovery program

goes through than there is that there would be such an attack if the

program does not go through.

I know you are agreeing with me. You are saying, granted that

that is the case, but what should we do if that more remote possibility

comes to fruition and there is an attack. Well, I suppose we would

help in any appropriate way to support the authority of the Govern

ment.

Mr. JAckson. Thank you very much, Mr. Acheson.

Chairman EATON. Are there any other questions?

Mr. MANsfield. Mr. Acheson, in connection with the Marshall pro

posal, we hear now and again from different sources that it will be

inflationary as far as our own economy is concerned, and I am prone

to agree with that statement, despite the fact that insofar as our

º and other products are concerned, the Secretary of Agriculture

as said that that need not be inflationary.

But suppose we have no European recovery plan? Is it not your

opinion that under the process now in effect, inflation will continue in

this country? -

Mr. AcHEson. Well, yes, I entirely agree with that view. What is

causing an increase in prices in the United States, as elsewhere, is

excess of purchasing power over available goods.

. Now, that purchasing power is ...i by our own tremendous

internal activity. We have more investment, more employment than

we have ever had in the history of the United States.

We have tremendous amounts of money which are available for

purchase.

Now, the European recovery program is a very small part of that.

A very small part indeed. Probably 2% percent—something of that

69082—48–47 -
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sort. Now, one may argue, is it not the 2% percent which causes the

trouble? Then you say, what is 2% percent? Why do you have to

pick this 2% percent out as the part which causes the trouble rather

than some other element of purchasing power?

So far as this tending to bring about inflation is concerned, I suppose

anything which increases purchasing power tends to do that." The

urchasing power would exist whether you have this program or not.

he only effect of it is that this withdraws some goods from the United

States. Are those goods such as would otherwise be bought? They

are, yes. To that extent it has that effect.

You have to choose between whether you think that is a detri

mental result so serious that the United States should allow its most

fundamental considerations of security, the only hope of developing

any collective security through the United States, to go glimmering?

Mr. MANSFIELD. In my opinion, the political aspect of this proposed

legislation is the most important by far, but if there were no ERP,

would it not be logical to assume that the net result would be, instead

of finding markets to get rid of our surpluses, and at the same time

utting those countries where those markets are on a sound, stabilized

i. that those surpluses would pile up in this country and the

result might be that we would have a very severe deflation, unemploy

ment and all its concomitant ills?

Mr. AcHEson. I think that tendency exists, of course. I do not

think that this program needs to be justified, or ought to be justified,

as a way of getting rid of something we do not want. I do not believe

that is correct. I think it is true that if you allow the catastrophe to

happen to the world which will happen if these 16 countries really

collapse from an economic point of view, that over a period of years

we will be in a highly unfavorable situationTººl -

Mr. MANSFIELD. That is right. Now, as you see it, Mr. Acheson,

what are the alternatives, if this proposal does not go through?

Mr. AcHEson. I spoke about that for a little while yesterday. It

seems to me that we are faced here with a decision which is perhaps

the most important since the great decisions of the war, that this

country has ever had. It is probably a decision that we will not

have an opportunity to make again. I do not think the chance of

rescuing western Europe is going to be offered to us again.

That raises the question of what is the significance of western

Europe in terms of American security, and American well-being in

the world. I believe it is quite vital. ... I think we are at a turning

point, whence we may go to increasing friction and difficulty with the

Soviet Union. We may go in a direction in which the tremendous

resources of western Europe—which is the second greatest workshop

of the world—the skill and industry of 270 million people, has a great

chance of being included in a closed system, which will end irretriev

ably in hostility to us.

n the other hand, if we take a firm attitude here, and make it

perfectly clear that we are doing our utmost to restore stability and

strength to western Europe, I believe, as I said yesterday, that that

strength and stability will be restored, that the Soviet Union, with

complete realism, will adjust itself to it, that friction in Europe will

decrease rather than increase between us, and that many outstanding

issues between the Soviet Union and ourselves which now appear to

be insoluble, can be solved.
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The great danger which exists between us and the Soviet Union

is in allowing situations of weakness and vacuum to occur in the world

and not by pressing forward resolutely to restore strength to those

area.S.

Mr. MANSFIELD. Would you say, Mr. Acheson, that if this program

did not go into effect, that you would see in the immediate future a

decided increase in state-controlled economies throughout all of

western Europe?

Mr. AcHEson. That would have to be. There would be no other

alternative. Because the fundamental situation in western Europe

is that you have a great many more people than can live on the

indigenous resources of that area. They can only live by bringing in

goods, creating manufactured articles out of them, selling those

abroad and then buying more. -

Now, if that process is made impossible, then the only way in which

more people can continue in a state of some sort of order, in an area

where they cannot all live, is to have some group impose on them,

dictatorial regimes. That means that the dictatorial regime will select

those who are going to get the rough end, and perhaps end their lives.

It means that those regimes will have to look desperately for some sort

of connection to supplement the resources they have. If they cannot

do it in this operation, in connection with the free world, they will have

to do it as Rumania, Bulgaria, Hungary, and Poland have had to do it,

by making closed deals with the Soviet Union, and getting some

articles for very excessive pay in manufactured goods, and so be

brought within the system and made part of it.

Mr. MANsfield. That would tend to demolish the argument of some

of those opposed to this proposal to the effect that if this ERP goes

through, we will be helping governments which are socialistic, so

called, and we will be furthering those particular types of governments.

It would appear to me, on the basis of your argument, and I agree

with it, that it might have perhaps the opposite result. Now, one

more thing. If this program does not go through, what do you think

would be our position from a military security point of view?

Mr. AchEson. I think it would be greatly weakened. In the first

place, I think that any development of the United Nations would be

definitely not only halted but frustrated and reversed.

We were saying yesterday that it is impossible to consider a United

Nations without Great Britain, France, Belgium, and Holland,

Sweden—that just would not exist.

If those people, and all their skill and strength and resources, were

included in a system which already has over 300,000,000 people in

it, and already extends from the Elbe to the Pacific, you would have

a colossal grouping of the human race and resources and skills, with

which you would have to be able to deal.

You might also find that that great system opened on the Atlantic.

That would be extremely difficult for us. The repercussions of that

in Asia and South America would be very great. I should not care

to contemplate the result of that.

Mr. MANsfield. Mr. Acheson, what I am interested in and have

been interested in all the way through these proceedings is the basic

concepts which attach to this legislation insofar as it affects us. Am I

right in assuming that the failure of passage of such a program as

this is would mean that western Europe would be lost to the demo
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cratic way by default, and through necessity would have to perhaps

turn in the other direction?

Mr. AcHEson. That would be my view, Mr. Congressman. It

would not happen overnight, but it would happen before very long.

Mr. MANSFIELD. Furthermore, if this program does not go through,

as contemplated, would it mean that we would have to spend the

proposed amount of $17,000,000,000 in building up the defenses of

our own country, and perhaps spend a great many billions of dollars

more in taking care of our own security in a military sense?

Mr. AcHEson. Yes; I think it would mean that and I think it

might mean things even more serious than the spending of money.

I think it might have far-reaching effects on our whole life, both

physically and in the institutions we have.

}*. if we were faced with the possibility of trouble with an

organization as vast as the one I have described, wisdom would

dictate that you must do quite a lot with the industrial organization

of this country, because it would be very vulnerable as it is now located

in large centers. -

, I think our institutions would be under very great strain to main

tain the liberties and freedom which we have, in a system in which we

would have to devote so much of our time in dealing with fears.

Mr. MANSFIELD. Thank you.

Chairman EATON. Mr. Kee.

Mr. KEE. Mr. Acheson, speaking at least for the older members in

point of service on this committee, I know that we are all very happy

to have you here with us again.

Mr. ACHEson. Thank you.

Mr. KEE. It reminds us very much of old times when you helped

us in the consideration of quite a number of the very important

measures down through the years.

Referring to Mr. Jackson's expressed fear as to possible insurrec

tion and trouble in the participating countries, it has always been my

impression that this program, that one of the objectives of this

rogram, really, is to prevent unrest and dissatisfaction and possible

internal disorders in these countries.

Is that not correct?

Mr. AcHEson. Yes, sir; that is correct.

Mr. KEE. That is all; thank you.

Mr. JAckson. Mr. Chairman.

Mr. LoDGE. Mr. Chairman, may I ask a few questions?

Mr. AcHEson. I do not think Mr. Jackson differs with that at all.

Mr. JACKson. Not at all.

Chairman EATON. Mr. Lodge.

Mr. LoDGE. Mr. Acheson, I direct your attention to page 9 of

your statement, in which you indicate that these countries must

increase their exports anywhere from two-thirds to doubling them.

I believe you mean over prewar exports?

Mr. ACHEson. Yes, sir; by volume.

Mr. Lodge. That suggests two questions, in my mind.

First, is it possible for them to do that with this aid we are giving

them? Do you think that is actually possible?

Mr. ACHEson. The Paris report believes that by 1951 they can

raise their exports to between 10 and 11 billion dollars of 1951 value.

Now, their exports in 1938 were $4,600,000,000, which was at 1938
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values, and that is roughly $8,500,000,000, something of that sort.

It is 80 percent increase.

Mr. AcHEson. I believe, sir, they can do what the Paris report

indicates by 1951. Now, I pointed out the other day that unless

currencies are convertible by 1951, they still have not achieved

balance, because the Paris report indicates that there would be a

dollar deficit of 3% billion dollars, and a sterling plus at about 1%

billion dollars.

So that they would be in the neighborhood of $1 billion in the hole.

Now, in the event currencies are convertible, they can handle that.

If they are not, they would have to immediately increase their exports

still more, so that they would have to be up to the neighborhood of

$13,000,000,000 of 1951 value.

That is a very strenuous effort. Whether they can do it as fast

as that, I would not be willing to say.

Mr. Lodge. The other matter that this question raises is that most

of these exports will come into America. There are other countries,

of course, but there will be an increase of imports into this country.

Mr. AcHEson. There will be an increase, but I should not say

that most of them would come here. Most of them—we hope a very

large part—will go to southeast Asia. Before the war, over a billion

dollars of exports went to southeast Asia. Now practically none

go there.

Before the war, a very large amount of western European exports

went to eastern Europe. That is one of the most hopeful develop

ments.

Mr. LoDGE. That is a potential market?

Mr. AcHEson. Well, it was an existing market before the war.

Now it is a potential market. -

Mr. Lodge. Yes.

Mr. AcHEson. There is some—it is quite substantial—trade be

tween eastern and western Europe at the present time. It seems

to me that one of the great hopes of bringing about some change in

stability in Europe is doing everything we can to encourage that

trend. The eastern countries of Europe need it and want it very

badly. They are discouraged, of course, by pressure from the Soviet

Union. But I think it does not do any harm to encourage that con

flict of interests as much as possible.

There will be a very considerable increase in western European

exports to South American countries, which need these exports ".

much, and used to have them. But there will be-I hope there wi

be—a substantial increase into the United States as well.

Mr. Lodge. Would that increase into the United States be competi

tive with our industries here, to such an extent, I mean, as to harm

our economy?

Mr. AcHEson. I do not think it would. Many of the imports will

be of materials as to which we have a deficiency. So that will com

plement and not interfere with our economy.

Some will be of the types of goods which we do not manufacture to

any great extent—high-grade textiles, for instance, which are not

ºlºured to any large degree in the United States, and things of

that sort.

There will be some goods which are competitive. At the present

time, certainly, we have such a shortage of goods that it is not really
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a matter of competition. I think that the American industries can

go ahead supplying everything they have and there still is a demand

to be filled. -

Mr. LoDGE. But this is 4 or 5 years from now.

Mr. AcHEson. Five years from now the situation might be different

but I should hope not. I should hope that the degree of prosperity

which we have in this country will not decline.

Chairman EAton. The Chair would like to make a statement, if it

is agreeable to the committee.

Mr. Elliott Wadsworth is here. I wanted to put him on yesterday,

but it was impossible. As you know, he was the head of the Red

Cross during the war and he is now with the International Chamber

of Commerce. I was wondering if we could finish Mr. Acheson, close

the questioning of Mr. Acheson at half past 11 and give Mr. Wads

worth a half hour? -

Mr. JAviTs. Mr. Chairman, could I have about 3 minutes at the

proper time?

Chairman EATON. Yes.

How long would you want, Mr. Wadsworth?

STATEMENT OF ELLIOTT WADSWORTH, OF THE

INTERNATIONAL CHAMBER OF COMMERCE

Mr. WADsworth. Not very much, Mr. Chairman. I have been

listening to these hearings with a great deal of interest and it reminds

me so much of my Red Cross experience which began with running

the Red Cross in the First World War. I would like to express some
Views.

In the first place, I think this perhaps is very well worth while, and

I hope the money will be provided.

In the second place, I think, from what we have had happen in the

Red Cross for the last 25 or 30 years, and all this emergency relief,

foreign relief, that the men that go with the money are º, mote

important than the money.

hat is, if a commission of imaginative, active, strenuous men goes

into these countries, with this money behind them, they can do a

great deal to pick up the economies of these countries, and as Mr.

Acheson said, that is what the idea is.

The things that will be done in each country will differ tremendously.

I am not saying that the Red Cross ought to do this. It is the last

thing in the world that they ought to do. Some of your witnesses

have suggested that the International Red Cross ought to do it.

Of course, they are not equipped in any way to do it. They are

just a small committee, in Geneva.

But when the First World War came on I was chairman of the

Red Cross, and the public handed us about $115,000,000, collected in

a campaign, and said, “With this money will you please go out and

do everything you can for the Army and the Navy, and to uphold

the morale of the Allies?” t

We set up a commissioner for Europe, and then a commissioner in

each country, and they came back with recommendations as to what

should be done.

They might want trucks in one place, serums in another, food in

another—but anything that filled in some local need. All of a sudden
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they found themselves with a need for equipment to supply the bottle

necks developing and that did have a tremendous effect on the morale

of these countries.

These people would go in to handle the money. My other point

would be that they should be just as free as possible. No restrictions.

They would be entitled to go in and do whatever they could for Italy,

France, Belgium, or whatever the country might be, and not try to

bring any money back, not try to make any loans, not try to come back

with stock piling, or anything—just get these countries on their feet.

If you get them on their feet, as has been suggested quite often here,

they will be good countries again, and which means they will do a great

deal of business with us and with the world at large. s

Those were the two particular points that I wanted to express,

Mr. Chairman. I hope there will be no restrictions in this bill of any

kind. I do not want to keep bringing up the Red Cross, but it has

been running for 30 or 40 years—it is completely independent, except

that the President appoints the chairman. Six departments of the

Government were represented on the committee, so that gave us a

tie-in to each department, and the other 12 members were elected.

The point was the chairman was the dictator. He can do anything.

But he is appointed by the President, he keeps in touch with the

President; often he has the Secretary of State on the committee—

at least the Under Secretary—and the broad policies are decided, but

the Red Cross operates without any control from anyone at all.

I would think that some such set-up as that, for the commission

that is going to handle vast sums of money, would be essential.

They are going to have to move fast, just as fast as they possibly

can.

* This is an adventure, and as has been often said, it is an investment,

not without risk. Certainly there is plenty of risk, and nobody knows

whether this money will pick these countries up, or whether they

would pick themselves up if we just left them alone. But I just want

to say, Mr. Chairman, that it is a great adventure for the United

States. It is worth the money, if the money is handled right. If it

is not handled well, aggressively, quickly, energetically, I do not

think the money by itself will accomplish very much.

Chairman EAton. Thank you, Mr. Wadsworth. Now, Mr.

Mundt.

FURTHER STATEMENT OF DEAN ACHESON

Mr. MUNDT. I will direct my questions to Mr. Acheson because it

has been so long since I have heard him respond, and he responds so

well... I am pleased to note that he has not lost any of his diplomatic

suavity.

I would like to get your reaction to a feeling which I have which

is ºntºry, I am afraid, to what the gentleman who has just testified

SalCl. -

I do not want this Administration to be run by a dictator. I want

this whole program to make dictators unpopular, wherever they are.

I do not even want it to be run by one party. I want it to be an

American adventure, an American project, in which the whole Ameri

can population increasingly has confidence and which the Europeans

feel is an American program, so that if there comes a change in ad
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ministration there will be no indication that the program is going to

stop and dry up because of that.

For all of those reasons I feel that somewhere in this program there

should be a Board of Directors, on which there would be bipartisan

representation, and that this Board of Directors shall serve as con

selors or advisers and work with the Administrator much as the board

of directors of a bank works with the president of a bank.

If you do not feel that way about it you must have some good

reasons for disagreeing and I would like to have them.

Chairman EATON. Before the gentleman answers that, would you

permit me, as chairman, to ask you a question, Mr. Mundt?

The Board of Directors would be appointed from both parties.

Would that Board of Directors do better if it were composed of busi

nessmen, regardless of their politics?

Mr. MUNDT. I think the first part of that is certainly true. I think

it would do better if it were composed of businessmen. I do not think

you can find good businessmen who are not interested in politics

nowadays.

Chairman EATON. Very well. Mr. Acheson, you may answer the

question. - -

Mr. ACHEson. I think we went over this question this morning, but

I will go over it again.

I was reporting on the studies of the Brookings Institution, which

seemed to me a very good solution of the organizational problem. It

was pointed out that one of the first recommendations of the Brookings

Institution was that a separate agency should be created. With that

I believe there is very little difference of view anywhere.

Mr. MUNDT. By “separate” do you mean outside the State Depart

ment? -

Mr. ACHEson. Yes. The Brookings Institution makes a distinction

between an independent agency, which runs itself, and one which is

separate from other organizations in the executive branch.

The Brookings Institution points out that this activity is an activity

of the executive branch of the Government. They believe that the

authority should be vested in a single administrator. They recom

mend that he should have an advisory board which is appointed to

consult with him and should include representatives of industry, agri

culture, finance, labor, and perhaps some other groups which should

be represented.

They do not believe that a board is a good instrument for carrying

out executive actions. With that I agree. I think a board has an

excellent place, in the field of Government, in dealing with legislative

matters—such as rate making. I think it has a place where you have

adjudicatory actions, such as decisions of cases. I do not think it

works very successfully as an executive agency. Therefore, I am in

favor of vesting the authority in a single person.

There are more than business considerations involved in the admin

istration of this program. There are very important business con

siderations, it is true. But there are also others. There are impor

tant considerations of foreign policy and there are considerations

dealing with the internal policy of the United States.

All of those can be better represented through the participation of

the various agencies of the United States Government which are

charged with the responsibility for the internal economy—transpor
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tation, ocean transportation, agricultural purchases, and so forth—

than could be done by a board of directors.

That briefly sums it up.

Mr. MUNDT. Except that you have not gotten to my question yet,

which deals with the bipartisan aspect. -

Mr. AcHEson. When you come to the bipartisan part of it I think

we want to stop and consider very carefully what we mean. So far

as the constitutional practice of i. United States is concerned, the

execution of laws is placed under the President. There can only be

one man who is President. As far as I recall, the last bipartisan

President was John Quincy Adams, who was elected on both tickets.

You cannot split a man. He has to be an individual.

To take this part of executing the laws of the United States out of

the administration, it seems to me, would be very unwise indeed.

I do not think you would achieve the purpose you have in mind by

having a board, even one in which the politics of the members are

equally balanced. A board has to vote. A board has to discuss and

reach conclusions. I think those conclusions are better carried out

by having the Congress put in the legislation what it wants to achieve,

and the conditions and terms under which it wants to achieve it, and

then having the President, whoever he may be, act in accordance

with our constitutional system which has, in this respect, I think,

operated satisfactorily for 150 years.

Mr. MUNDT. For 6 years, Mr. Acheson, I served on a board such

as I have in mind for this task—the Game and Fish Commission

of South Dakota. There are three Republicans and three Democrats

and a director, and we never made a political decision. Every decision

had to be made in the interests of conservation because we had to

have a vote of four, which means a bipartisan decision. We had to

have a project decided on its merits.

I do not think that you are departing at all from the American

system of economic administration when you have a board of directors

working with an executive. The executive could be appointed, and

probably should, by the President. He would also select the board.

But he should select, in my opinion, a board evenly divided between

the two major parties. He would select his executive without regard

to politics. He probably would select a Democrat, which would be

perfectly all right. But I do feel that in this great adventure, as it

has been called, there is room to recruit the best brains of the country,

and I would like to see the three best Democrats in this whole field—

industrial, labor, rehabilitation—and the three best Republicans in

the field set up as a board of directors to work with the man selected

by the President, which is in Reeping with the constitutional aspect

you have pointed out.

Mr. AcHEson. I have no objection to having the best people in

the world in the administration or on an advisory board to work

with this man. I think there are two things which I might amplify.

The decisions which are going to be made by this agency are not

decisions which are going to be aided very much by having representa

tives of the American political parties consider.

For instance, one of the problems this administration has to decide

and act upon is how to create enough energy in Europe to turn the

wheels of the railroads, which is going to increase production. That
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has nothing to do with Democratic or Republican politics or partisan

ship in any way.

There are very serious problems as to whether you shall turn to

coal as the essential source of energy. And, if you do, whether you

will develop the German mines or the higher-cost and less-efficient

French mines. Also, to what extent you could get Polish coal in and

to what extent you might want to supplement that by petroleum.

On the other hand, it may be, from an engineering point of view,

that it is much cheaper and more effective to get energy from petro

leum. If you take that course you immediately increase the refining

capacity of Europe and you would operate out of the middle eastern

oil-producing fields to produce more petroleum.

That is the type of question that will arise.

You will have questions about how you can get financial stability

in Europe. Should the currencies be revalued in relation to one

another? Should you have an over-all look into the currencies of

Europe, or will you have to do it piecemeal? That does not have

anything to do with internal American political considerations.

In the second place, I think you will be disappointed if you believe

you can get very outstanding men to be on a board where six or

seven or eight people are going to vote on matters of this sort. I do

not see how any strong, vigorous executive people will want to do

that. You will have very, very great trouble in getting qualified

people to be the administrator in the United States and the special

ambassador abroad. I have had experience in trying to get outstand

ing men out of industry or banking to take these jobs, and if you are

going to do that eight times, I just do not think you can achieve it.

Mr. JARMAN: Will the gentleman yield momentarily?

Mr. MUNDT. Momentarily.

Mr. JARMAN. I want to compare these great endeavors. What was

the appropriation this board had control of out in South Dakota?

Mr. MUNDT. We worked on the license fees. We did not have an

appropriation.

Mr. JARMAN. Do you remember the approximate amount of it?

Mr. MUNDT. It was not quite as much as this astronomic figure we

are dealing with here. It was a Republican State, and we deal with

smaller figures out there.

Mr. JARMAN. How long was your tenure on that board?

Mr. MUNDT. Six years.

Mr. JARMAN. It was not quite as urgent as this 15-month program.

Mr. MUNDT. I have another line of questioning I would like to

pursue now.

As I understand it, your major reaston for supporting this program—

and it certainly is mine—is that you feel that it will help curtail, or

maybe completely curtail, what you once referred to very emphatic

ally, I believe, as the “aggressive expansionist program” of our

eastern neighbor; is that correct?

Mr. AcHEson. I should like to put it more positively. This is not

a negative attitude. I think that if you go forward with this program

you will restore the strength of western Europe. I think you will

|. western Europeº economically and you will give the

iggest spurt that possibly can be given to the political unification of

western Europe.

If you do that, and have a strong, vigorous, unified western Europe,

I think you change the whole aspect of the Soviet policy.
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Mr. MUNDT. Do you feel that this program per se, standing on its

own bottom and operating by itself, is sufficient to do that if you

get $6,800,000,000 and do nothing else?

Mr. AcHEson. Well, I suppose we would do everything we can to

assist it and help it in every possible way.

Mr. MUNDT. Very good. Would you agree with me, then, that

one of the other things we should do concurrently with this is to

move forward in developing a program whereby the United Nations

can operate effectively?

Mr. AcHEson. Most assuredly.

Mr. MUNDT. Along with it, would you have a vigorous information

program to explain our purposes?

Mr. AcHEson. Certainly.

Mr. MUNDT. Would you agree, also, along with this, that there

should be a renº of our entire export policy toward those

countries which have openly said that they are trying to defeat the

success of our program in these 16 nations? To me it just is not at

all consistent to be shipping things to countries who say, “We are

trying to defeat the success of your program in western Europe.”

Helping those countries would be defeating our efforts in western

Europe.

Mr. AcHEson. Surely I think we should have a reappraisal. I

think that reappraisal has gone on for some time and is going on now.

I think it must be clear that you cannot have two inconsistent things

at the same time. You are not going to have a strong, vigourus

western Europe without a revival of trade between eastern and

western Europe. That is just quite impossible.

Mr. MUNDT. At that point, then, if the Soviets should decide that

they do not want to revive that trade, do you argue that our whole

program is doomed to failure? -

Mr. AcHEson. No. I think the chances are very great that the

Soviet Union will not be able to stop the revival of that trade; and if

they exert pressure to do that they will greatly strain their relations

with these countries.

Mr. MUNDT. If you argue that we cannot have a revival of western

Europe without the revival of trade between East and West, you

argue that the Soviet Union can defeat our program if they elect to

do so. They have told the world that they elect to do so.

Mr. AcHEsox. They have told the world that they do not want a

revival of trade between eastern and western Europe.

Mr. MUNDT. They have told the world that they do not want this

program to succeed.

Mr. AcHEson. Yes; but this is not going to be decided on the basis

of dialectics in the Cominform. I am quite sure that the influence

of Russia and her satellites is directed to preventing the program from

going into effect.

Mr. MUNDT. Or succeeding if it does go into effect.

Mr. AcHEson. If it does go into effect you will have a great many

forces operating which I think should be strengthened, and that is the

intense desire of the countries of eastern Europe—to exchange goods

which they have for goods which they can get in western Europe and

cannot get anywhere else. There is a very strong pull, and one

which is going on at the present time, at the present moment, between

eastern and western Europe.
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I think what you ought to do is do everything you can to increase

that. Insofar as the Russians attempt to prevent it, you are putting

a very great strain on Russian ...'. those eastern areas—a strain

which is too great for them.

I think their control will break down—which I think is to the good.

But I do not have any doubt in mind that you can't in the long run,

have recovery in western Europe without this revival of trade.

Now, as to the alternative. You say you are strengthening eastern

Europe, and these people are hostile to us, and that is bad. The

alternative is turning the whole thing over to those people and incor

orating all those people, with all their skills, resources, and manu

lºng efforts, sooner or later, into this closed system of the Soviet

nlon.

That, I think, is a worse alternative, unless you continue to have the

thing drag along in a sick state for years and years, in which case you

will have continued Russian pressure in eastern Europe which may,

at any moment, flare up into active hostilities.

Mr. MUNDT. If I follow the logic of your argument, you disturb me

about the success of this program, because, if I understand what you

say, it is this: That this $6,800,000,000 program cannot succeed in

western Europe without a substantial amount of trade between eastern

Europe and western Europe. -

Mr. AcHEson. I do not say that it cannot succeed, but I say that

unless that is recreated—that trade—then we have got to develop an

equivalent amount of the same type of trade somewhere else.

Mr. MUNDT. That is saying something different from what I

understood you to say first.

Mr. AcHEson. W. I do not know where you would do it. There

fore, it is of the utmost importance—and if you read the Paris report

you will see that that is one of the premises of that report. This is

nothing new. This has been in the report since it was published last

September.

Mr. Lodge. I think this is a very interesting point, and I believe

that this trade with eastern Europe is a very important factor. The

thing that worries me is, What is to prevent Russia from draining off

the capital-goods surpluses which we and the 16 participating nations

ship into eastern Europe? If they remain in eastern Europe, and

if there is a revival in western Europe, I can agree with you 100 per

cent. The thing that worries me is the capacity of the Russians to

drain off those capital goods which would, in the end, come in large

part from us.

Mr. AcHEson. I do not know what you mean by the “capacity

of the Russians” to drain it off.

Mr. LoDGE. The ability of the Russians to drain it off. Could they

drain it off? -

Mr. ACHEson. Not and have their system work at all. Trade, I

suppose, is the exchange of articles of comparable value. If there is

any magic by which the Russians could force western Europe to

manufacture goods and send them to them without any return, that

would be what you are talking about.

Mr. LoDGE. Yes. I do not believe that is magic, Mr. Acheson.

I think they have done that already, as you have doubtless been

informed.

Mr. AcHEson. They have done that with western Europe?

Mr. Lodge. With eastern Europe.
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Mr. AcHEson. Of course they have—because they have their

armies there.

Mr. Lodge. I am afraid I have not made my point clear. The point

I make is: If the capital goods surpluses go into eastern Europe in

exchange for agricultural surpluses, what is to prevent Russia from

draining those capital goods surpluses off? -

Mr. AcHEson. Mr. Lodge, I do not think I understand what you

mean by “capital goods surpluses.” Do you mean goods or do you

mean machinervº

Mr. Lodge. I mean industrial products as opposed to agricultural

products, to use the term in the usual sense.

Mr. AcHEson. You mean this: Suppose Bulgaria, for instance,

sells wheat to France and France sells them some trucks.

Mr. LoDGE. Trucks which were manufactured, let us say, because

we sent, them coal, spare parts, machine tools, and so forth.

Mr. AcHEson. All right. The trucks are in Bulgaria. You say:

What is to prevent the Russians from just coming in and taking them?

Mr. LoDoE. Yes.

Mr. AcHEson. There is no physical force that will do that. But

what I am telling you, I think, is the most hopeful thing in the world.

If that kind of thing continues, then the Bulgarians are not going to

send any wheat to France. They are not going to do it just for fun.

Now, if the Russians want to send wheat in return for those trucks,

all right.

Mr. Lodge. In other words, we come down to the question of

whether they can, in fact, keep that “iron curtain” fast or can they

not. They will try to, but can they? -

Mr. ACHEson. ºil. is right.

Mr. LoDGE. Thank you very much.

Mr. MUNDT. I think that is something we should explore carefull

to make sure that we do not project a program the defeat of whic

we can make possible by an attitude on the part of the Soviets.

That is something that I have insisted on throughout—that this be

a comprehensive program. My criticism of the State Department is

that it relies too much on the $6,800,000,000 without doing the corol

lary things, most of which I think you have mentioned today.

One other question on a different subject. I have a Þing that

if we got into this as a teamwork program—the 16 countries and us,

and perhaps Germany, which would make it 18—to revive and restore

their economy and rehabilitate their politics, or make possible a

foundation of politics over there which is stable, I wonder if you

would agree with me that it is only right and equitable that, as one

of the return considerations that we receive for our efforts, the coun

tries can help make available to us such radio time as we might require

on state-owned radio stations to tell the people, in their own language

and on their own stations, why we are there and to do the thing that

Mr. Wadsworth so aptly described, namely, what our men, with our

money, are endeavoring to do to help them.

Mr. AcHEson. I have no objection whatever. In fact, I am en

tirely in favor of the most appropriate and simple methods of getting

access to the means of telling the story in the countries involved.

If that is the best way, I agree with you.

Mr. MUNDT. It would not cost us any additional money and it

certainly would be a very fine gesture of friendship and reciprocity

on their part.
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Mr. AcHEson. I think it would be infinitely better if they themselves

were to tell them what we are doing.

Mr. MUNDT. With a little nudging from us as to what they should

º:r. AcHEson. If our own people, through our own broadcasti

system, were telling us something in the*. States we .#

believe it a great deal more than if some foreigner were telling us the

same thing.

Mr. MUNDT. That is all.

Chairman EAton. Mrs. Douglas.

Mrs. Douglas. Mr. Acheson, Mr. Lodge characterized as an inter

esting thesis your statement on the trade situation between eastern

and western Europe. It is not a thesis but a fact that there is trade

today between eastern and western Europe. Did not the Paris

Conference include trade between eastern and western Europe as a

necessary part of any rehabilitation program for Europe?

Mr. Lodge. Will the lady yield?

Mr. AcHEson. What you said is true; yes.

Mrs. Douglas. Yes, I yield.

Mr. Lodge. I should be delighted to take part in a discussion of

semantics with you at any time, but it seemed to me that it was a

thesis insofar as satisfactory trade relations had not yet been achieved

between eastern and western Europe because of the fact that western

Europe hasn’t sufficient capital goods surpluses and eastern Europe

hasn't got sufficient agriculture surpluses.

* If you believe that the trade already existing between eastern and

western Europe is satisfactory within the terms of ERP, then you

and I have entirely different hopes for this program. My hope is

that it will go far beyond, and, insofar as it does, it constitutes a

thesis at this time.

Mrs. Douglas. I will not get into an argument with you because

we will just waste time. I am not-talking about satisfactory or

unsatisfactory trade relations. I am talking about a fact which I

think we must have firmly in mind before we go to the floor of the

House. Suppose some Congressman on the floor asks, “What do you

mean, trade between eastern and western Europe? Do you mean we

are going to help those Communist countries? We won’t have

anything to do with it.” How can we answer intelligently if we do

not have the full facts? That there is trade between eastern and

western Europe is a fact and not a thesis. I repeat that there is

today trade between eastern and western Europe.

Mr. Lodge. But relatively little trade.

Mrs. Douglas. That is right. But I think the average person in

the street does not realize that such trade exists.

Mr. Lodge. It is quite inadequate.

Mrs. Douglas. I am not talking about adequate, or inadequate

trade relations. I am saying that there exists now trade between

eastern and western Europe, and I am also saying that in the Paris

report the 16 nations felt that recovery of Europe demanded a con

tinuance of this trade. I think we must recognize existing trade

relations between eastern and western Europe before we go to the

floor of the House.

Mr. Lodge. Insofar as the program is concerned, it is a thesis;

insofar as it exists, it is a fact.
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Mrs. Douglas. It would be tragic if at the eleventh hour we threw

the whole Marshall plan over because we suddenly discovered a fact

that should have been self-evident from the first. The Marshall

plan will certainly indirectly help Communist-dominated countries.

To abandon the program for this reason is to turn all Europe overlock,

stock, andº to the Communists. Mr. Acheson, you used the

figure of 2% percent for exports

Mr. AcHEson. No. I said what we are talking about, in the

European recovery program, is about 2% percent of the gross national

product of the United States.

Mrs. Douglas. That whole 2% percent is not financed by our aid

program, is it?

Mr. AcHEson. Some of it is financed in other ways.

Mrs. Douglas. Yes. And by a natural flow of exports.

Mr. AcHEson. That is correct.

Mrs. Douglas. Will you define a little more specifically what will

be the powers of the missions attached to the embassies working for

the aid program?

Mr. AcHEson. Well, I suppose that what they will be chiefly

charged with doing is, in the first place, seeing what is being done in

the countries with the aid which we advanced under this program.

They will have to be reporting continually to the Administrator what

is happening in each one of the countries. They will also be reporting

on the degree of recovery, financial stability and intra-European

trade which is going on. They will be the great source of getting all

sorts of information on the actual operation of the program. -

They may be required to take up with the countries certain things

which the Administrator thinks should be done. It may be that in

one country the Administrator will think that coal production is

lagging, that that ought to be stimulated. It may be that factories

cannot run because they are not getting enough power. Then, we

may be sending too much material for factories and not putting enough

emphasis on getting more power.

Mrs. Douglas. Then they will be technical men.

Mr. AcHEson. They will be technical men in the very broadest

sense of the word; yes.

Mrs. Douglas. To get back to the board, in the administration

of the program, the Brookings Institute suggests that the Adminis

trator º with the heads of the bureaus and governmental de

partments.

Mr. AcHEson. Yes. -

Mrs. Douglas. If you replaced the heads of bureaus and govern

mental agencies with a board made up of businessmen, would they be

as well informed as to the availability of foods as the Secretary of

Agriculture and his staff? -

Mr. AcHEson. They will have to go, in any event, to the depart

. of the Government which were dealing with these particular

subjects.

Mrs. Douglas. What will happen if such a board of businessmen

outlines a program for the export of foods under the Marshall plan and

the Agriculture Department, when questioned, disagrees with their

figures? The Agriculture Department has one set of figures and the

board of businessmen has another set of figures provided by experts
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outside of Government. What will happen then? Will this make for

the harmonious and efficient administration of the Marshall plan?

Mr. AcHEson. You are creating a very serious problem if you have

a board. The action of a board is anonymous. A board can get all

the information that exists about a problem from the Department of

Agriculture or anyone else. Then the board votes. . And the board

may vote 5 to 3 to do something contrary to all this information.

N§o: is responsible for that. Nobody is called up to explain why

they should do something which everybody in the Government has

said is impossible.

The chairman says: “All I know is that the vote was 5 to 3 the other

way.” There is no one to assume the responsibility. This has

happened before. It is not merely theoretical.

rs. Douglas. Europe recovered at a more rapid rate after this

war than after the last war?

Mr. AcHEson. Yes.

Mrs. Douglas. How much of that, would you say, was due to

UNRRA2 -

Mr. AcHEson. Well, UNRRA, with the other assistance which

came from the United States, was very largely responsible for it.

Mrs. Douglas. It has been mentioned here today that we must have

the support of the American people for this program if we are to con

tinue and see it through to a successful conclusion.

Mr. AcHEson. That is correct.

Mrs. Douglas. Then it is very dangerous to go around, for what

ever reason, continually attacking UNRRA, would you not say?

Because the American people might well feel that if they had thrown

their money down a rathole with UNRRA then there would be no

hope of success with this program, which I think is the reaction of a

great many people in the country at this moment.

Mr. AchEsoN. I think it is a very great mistake to attack it un

justifiably. If it did any things which were inefficient or erroneous,

think those should be brought out.

Mrs. Douglas. This program, in your opinion, will not hurt the

United Nations, but indeed is essential if the United Nations is to

survive?

Mr. AcHEson. That is correct.

Mrs. Douglas. And it is not a United Nations problem because all

the nations of the world do not go into a single nation—into France

for instance—and help her work out a problem. She must work out

her own problems. And we, unilaterally, are giving her the aid so

that she can work out her own problems and so that they can be a

member in good standing within the United Nations.

Mr. AcHEson. That is true, Mrs. Douglas. The fundamental

Fº here is that in order to furnish the necessary imports there

as to be financing, which can only be furnished by the United States

Congress. Therefore it is not anyone's problem except that of the

United States Congress.

Mrs. Douglas. *...ld you not say that in all our talk of commun

ism, and the fear of Russia and what may lie ahead, we perhaps stress

too lightly the fact that even if Russia were our close friend in the

world at the moment and there were no fear of communism, we would

be still confronted with a world which has been shattered by war and a

world which must be repaired? -
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Mr. AcHEson. That is entirely true. The Russian attitude merely

makes it more urgent and more difficult.

Mrs. Douglas. More difficult, but we are still working out of the

war picture into a peace picture, and we are the only nation in the

world that can give the help needed at this time.

Mr. AcHEson. I agree entirely.

Mrs. Douglas. Thank you.

Chairman EAton. Mr. Javits.

Mr. JAvits. Mr. Acheson, it is a fact—I assume we all agree—

that the European recovery program will be made or unmade by the

technical skill of the people who administer it on the ground. Do we

agree on that? -

Mr. AcHEson. That would be very important. I should hope

that, insofar as administration in Europe is concerned, there will be as

little as possible American administration. The actual translation of

º into productive activity has to be done by the countries them
Selves.

Mr. JAvrts. Well, this is essentially an engineering job, a job of

making production. We can agree on that.

Mr. Acheson. That is the ultimate goal. It has a great deal to

do with how you appeal to the people, and so forth, however.

Mr. JAviTs. Is it not a fact that the most successful agency which

was able to enlist the technical brains of trade and industry was the

War Production Board?

Mr. AcHEson. I should say the War Department did a pretty good.

iob.
J Mr. JAvits. Well, the WPB was the War Department's arm.

Mr. AcHEson. It was part of it.

Mr. JAviTs. Well, when we get to the grass-roots administration of

the European recovery program—I am not talking about the high

level policy—should we not follow as closely as we can a proven model?

Mr. Acheson. If that is the model, we ought to follow it. I think

the job you have here is somewhat different to that which the War

Production Board was doing.

Mr. JAviTs. Will you tell us why? - -

Mr. AcHEson. The War Production Board did not have the job

of acquiring and shipping to the various parts of the world a whole

series of goods and determining what should or should not be done.

All of those things were done by what were called the claimant agencies.

The War Department developed what it needed to fight the war.

The Navy Department developed what it needed to fight the war.

All of those people carried on their operations with the factories that

were producing. The War Production Board was an agency to resolve

the conflicts when too many people wanted the same thing and also

to stimulate production.

Mr. JAviTs. That is it; to stimulate production, that is the fact.

Thank you very much.

Chairman EATON. We will recess until 2 o'clock.

Thank you very much, Mr. Acheson. We have enjoyed having

you with us.

Mr. AcHEson. Thank you, sir.

(Whereupon, at 12:30 p.m., the committee recessed until 2 p.m.

the same day.)
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