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Summsry of Department's Position on the
Content of & Europeen Recovery Program

A. Fundsmental Objectives. Department regards following

features fundamental to U.S5. concept of programs:

1. Basic objective of program is to move entire area
progressively from present condition tc working economy
independent of abnormal outside support, taking full account
of basic changes in European conditions such as political
developments in Eastern Europe, altered position of former
colonial territories, and loss of cverseas assets; merchant
shipping end other prewur invisible exports.

2. Participants must take concerted efforis to foster
European recovery as a whole, and show genuine readiness
to make national contributions to this common goal.

3, Program must realize maximum opportunities for
self-help and for mutuallhelp within the arez and thus
minimize outside aid recuirements; program must therefore
concentrate initlally on elimination of bottlenecks and
other opportunities for greatest immediste recovery at
lowest cost in scarce resources.

4. FProgram
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4, . Program must be directed primar 1r toward short=-run

recovery rather than long-run development; full use of existing
or readily repalrable capacity and restoration of normal
domestic and intra-European intercourse therefore have priority,
although not excluding longer-run cavital development necessary
to meet goal in 1 above.

B, Essentlal Flements of Program. Program submitted for U, S,

consideration must contain these elements:

s Cnncrete.prnpasals for area-wide recovery of agril
culture and basic industries -- coal, steel, transport, and
power -- which are fundamentsl to viable European economy,
Proposals must correlate individual national programs and
individual industry programs and give priority to projects
promising quickest expansion of ocutput. Bizonal Germen ares
must be taken fully into account, Stop-gap aid in coal, food,
ete. pending European recovery must be minimized. Proposals
must be fully justified throuvgh following steps:

a. Development of country requirements for food
and end-products of basic industries (coal, steel, etc.)
on realistic and defensible basis, with clearly stated
standards, and intensive outual criticism and screening.
b. Statement of specific national production goals
in food and basic 1ndu§tries, with concrete proposed
measures %o attain those goals and specific stated re-
quirements (if any) for extra-national aid in such items

as fuel, fertilizer, mining and agricultural machinery,
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power, steel, or manpower, These requirements state-

ments must be supported by justifications and must also

be subjected to construetive mutual eritieism and screen=

ing.

¢. Development in concert of conerete prooncsals for
mutual aid to meet requirements under (a) and (b) from
sources within the area or under political control of the
participants, including pricrities in reactivation creat-
ing maximum mutual aid potentialities,

4. Adjustment of national agricultural and basic
industry programs on area-wlde basls, taking full account
of mutual aid possibilities, and giving priority to
bottleneck elimination and other opportunities for greatest
sﬁeed in recovery.

e. Development of conerete and minivum requirements
for outside ald as a residual of pruéesses in (a), (b),
(c), and (d).

Discussion of Item 1.

Produetion recovery in agriculture and basic industries 1is
cornerstone of entire program. Greatest hope lies in intensive
attack on such problems as British and Ruhr coal preduction,
French grain, rallroad equipment repair, ete. Measures of
planning ,international allecations, and internal priorities
to obtain promptest expansion are essential to speedy recovery
with minimum outside ald at least while basic resources remain
sharply limited, Such controls should be confined to fields of
agriculture and basic industries and be progressively liquidated

B sz B A




EHE'.-!EE[FIEE
11E52, B I ong 5o

N e e
A ﬁH&LL_*HMunuhlijéls

as output increases and normal economlc forces come inte play.

Eo,

As to U. 8. public views on this item, note that NAM industrial-
ists meeting with lNess have Expres#ed view that European pro=
gram's main feature should be to set production goals for the
basic industries and concentrate on thelr achievement,

2. Undertakings on domestilc messures necessary Tor in-
ternal economic stabilization, efficient use of national resources
to minimize outside aid, and fulfillment of mutual ald commit-
ments, Proposals should recognlze wide warlations in need for
remedlal measures, which include:

a. Currency reform, correction of grossly inflationary
fiscal practices, and price stabllization for essential
eommodities,

b. Collections, internal allocations and priorities,
and rationing of essentialé, during perlod of acute
stringency.

¢, Direction of supplies to fulfill mutuzl aid commit-
ments, on pricrity equal to if nol higher than internal use.

Discussion of Item 2,

These measures complementary to Item 1.

Full restoration of economic fabrie internally will be -
possible only after produstion has increased, althougn much can
be done immedlately to reduce currency in cireulation, reform
taxes, ete. Must be recognized, however, that breakdown in
normal monetary exchange is to considerable extent symptom raiher

than cause, and that over=drastic monetary and fiscal remedles

without foundation in increased production may actually retard
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recovery. Moreover political implications, inecluding danger of

widening cleavages among producer and consumer groups must be
carefully considered. As to use of internal CGovernment controls,
hope that expanded production will permlt early liguidaticon.
However, normal price mechanism cannot function in face of
present acute scarcities. U.S, cannot mccept situation under
which its ald goes direetly into or replaces domestic supplies
going into barter, ccmpensation and black markets, U.5. also
concerned as to internal political consequences of inequitable
distribution of scarce vital commcdities.

.3¢ Comprehensive measures to foster multi-latersl intra=-
European trade, over and above any speclfic mutual ald arrange-
ments. These measures should be directed toward:

a. Progressive replacement of bilateral trading arrange-
ments by more effective multilateral crrangements for expand=-
in g intra-Eurcpean trade, looking, if possible, toward an
eventual European customs union. Bilateral trade and pay-
ments agreements within the group of participants in con=-
flict with the mutual aid program should be abrogated.
Possibilities c¢f major trade barrier reductions, encompassing
important commodity groups or smaller groups of nations,
but short of general customs unicn, should be carefully con-
sidered, Recognize that partial measures of apparently pre-
ferential character may run counter to ITO princlples.

But in view short-run pelitical and administrative obstacles

to immediate commitment or rapid progress toward customs

union,
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union, 1t appears vital to explere means for European trade
barrier reduction fallfing short of customs union.
b. TFacilitating multilateral trade through foreign ex-

change clearing arrangements among the participants or

other means for achieving currency convertibility and trans-

ferability. Conference may propose U. S, support of clear-

ing system, under sulitable safeguards, elther through doller

fund or through direetion of portion U, S. commodity aild to

countries with export surpluses, although Department has as

'3ut no appralsal of probable Congressional reaction.

Discussion of Item 3, - |

While in many respects the longerun gains of European economic
integration in terms of speclalization of production and economic
location -~ achieved ideally through both a customs and a currency
union -= would be the most beneficlal consequences qr a recovery
program, these goals mq;t be put in perspective in relation to
more urgent shart-run needs. Measures a an& b above will cone
tribute little to immediate restoration of production, but will
grow in significance as produstion e:pghﬂs and domestic economies
are stabilized. In first phase, therefore, Item 3 1Is subordinate
to 1 and 2, although the groundwork must be laid immediately.
In this connection, CangrénsMan Herter haa stated to Department
that program merely aggregating nationsl deflelts and commiting
participants to customs union would be completely inadequate

and unacceptable to Congreas.
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C. 'Forms of Possible U, S. Assistance. Department regards formu=

lation of program of maximum self-help and mirivum outside aild

requirements as primary Conference poal but reccgnizes importance
to realistic orogram of guidance on general form of possible out=-
side assistance, In thlis connection:

1. Assumed that in any event major part U, S. aid would be
specified commodities or commodity groups. Extent of possible un-
tied dollar assistance, either to support clearing system or other-
wise, should be left open for review on merits. |

2. Program sﬂnuld minimize dollar aid for purchases outside
U. 8. it is not (repeat not) intended to satisfy entire world's
appetite for dollars -JREERE under guise Eurcpean Recovery program,
Efforts should be mede to maintain exlsting commitments from other
suppliers (such as Argentine and Canadlan contracts for wheat to
U.K.), with dollar aid being limited to lncrements bayond thase
commitments. This appréach desirable both to limit total assist-
ance requested Congress and to limit inflationary effects withln
U. 8. of maintaining heavy export demands from other aress as well
as Burope., Partial relief for dollar shortages outside Europe
may of course be subject of negotiations apart from European
program., Moreover, program should not exelude expenditures out-
side U, S, which would inerease flow of essential goods to Europe
and make real contribution to European recovery. A flrm pcsition
on this pnint should qﬁt be teken until appraisal is possible of
cost of financing extra-Buropean trade and slternative means of
securing and financing supplies for Europe from non-J.5. sources.
Note press reports of possible large-scale Canadian loan to be

TORSEERET floated
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3. Distribution of ai by U.8. should take into account
recommendations by continul g European organization or where appro=-
priats by other internation:l allecating bodies (e.g., coal and
food), However, U, S, aid will not be provided in totals for sub-
division by Europeans. UNRRA precedent will not be followed.

U. S. would hope to be guided by European recommendations but must
retain freedom to modifly allocations to assure most efflelent

use of aid and to enforee any agreed conditions,

D. Eelagiyng with Eastern Europe, On trade and financial re-
lations of participating countries with Eastern Europe, Dept
recognizes necessity of existing trade between Eastern and Western
Burope and desirabllity of its inecrease, Program cannot, howvever,
include provision of U, £, direct dollar or commodity aid to
Eastern Europe because of pclitical inacceptability here. U. 8.
will consider international measures of help for Eastern European
ecountries designed to aid Western European recovery, e.g. World
Bank loan to expand production and transport Polish coal; and
recognizes necessity expanding production in Western countries in
lines furnishing exports to Eastern Eurcpe, to be exchanged ‘
agalnst Fastern European exports of essential commodities to West.
U. 8. does not requlre abregation billateral agreements with
Eastern European countries. Foregoing views obtain so long as
Eastern Europe not clearly engaged in economic warfare against
Western Europe,

E. Place of Germany in Program. On relation of Germany to program,

- Dept considers that three western zones, as unit or bizenal area

~SECEAT plus
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plus French zone, be covered fully into program. Revised level
of industry agreement should be basis for inclusion of bizonal
area, with changes required in interest of European-wlde recovery
recommended by conference on same basis that conference makes
similar recommendations for changes in Mormet or other national
plans., Rates of and priorities in reactivation of German industry
should likewise be discussed by conference as mrt nf similar dis-
cussion of achievement of other national plana., U. 8. desires
earliest possible self-supporting Germsn economy, but recognizes
that German rew very does not have priority over similar recovery
elsewhere in Europe, and that recovery in Germany should not recelve
special impetus at expense of wider European recovery. On other
hand, Dept will not agree to system of allocations of German re-
sources or U, 5, ald which would postpone German recovery until
full recovery other countrles has been assured.
F. Role of U.N. Dept supports fullest practicable use of United
Nations bodies and speclialized agencies in ecarrying out of prograu,
This inecludes continued international allocatlion of coal through
ECE Coal Committee and food through IEFC Committees, and technical
planning work in ECE Committees on transport and power, Sympa-
thetiec to assignment to ECE of additional functions related to
program, But DPept recognizes that coordination of European program
and integration of UN activities with nesds of this speelal program
will probably have to be retalned in organization composed only of
particlﬁants (including bizonal Germany). In view possibilities
systematic obstruction to ECE effectiveness, speclal Euerann

recovery organization must be able to handle entire program and
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must be prepared to assume promptly functions assigned to other

brganizatiana if they prove ineffective.

G. Continuing Organization., Dept recognizes that present
Conference cannot possibly make complete blueprint for European
recovery over next several years. Initial program must conform
to all above elements, but many details of its application will
remain for further study. Medifications are also to be expected
during negotiations with the U, S. before acceptance and in con-
tinuing development of =any accepted program. Emphasis should be
given to major role of continuing organization of participating
countries {plus bizonal German area), both in implementing and in
progressively refining any agreed program.

H. Procedures.

1. When the Conference has first draft of program, U, 8.
representatives in Parls should review it informally, presumably v
with Executive Committee. Review should cover both general policy
matters and teehnical questions, and U. S. group in Paris should
include techniclansqualified on all phases of program. Purpose
of review is to afford U, S, representatives opportunity to
seek explanations and clarifications of points that are not clear.
In such discussions, U. S, rapfeuantati?es would be gulided by above
statements on eqsentiala of workable program. This should be
opportunity to guide both content and conclusions of Conference
report, It should be made clear that U. S, representatives are
taking this action to facilitate presentation of program to U. S.

. Government
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Government and that it 1s not final U, 5. eritical analysis of

program looking toward anpproval.

2. . When the Conference has completed report, it should be
transmitted to U, S, Transmittal by Bevin as Conference Chair=-
man to Secretary Marshall would be sstisfactory., Desirable to
have document physically in Washington prlor to release to press
in Paris so that copies can be made here for distribution. First
impacet on U. S. public should not be through newspaper accounts
cabled from Paris.

3. After report has been received in Washington and given
at least cursory examination, it would be desirable for Confer=-
ence representatives, presumably Executive Committee, to discuss
it in Washington with U, S. Exeentive Departments.

4, Drafting of multilatersl and bilateral agreements would
start simultaneously with submission of proposed legislation to

Congreas,
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