“Summary of State Department’s Position of European Recovery Plan”, August 26, 1947; ERP [folder 2]; Subject File, 1916 1960; Clark Clifford Papers.

“Summary of State Department’s Position of European Recovery Plan”, August
26, 1947; ERP [folder 2]; Subject File, 1916 1960; Clark Clifford Papers.

e [t B
8N Y. d- :
EEPARTHENT OF SIATE e
EO. 11652, See. 3 and 30

papr. of Soore_sra ke
I ETRET sy ALT . naws oo 22

EUMMARY OF THE DEPARTIMENT'S POSITION
OW THE CONTENT OF A EUROPEAN
RECOVERY FLAN

e e S S S

This 1s a working

paper for discus- ﬁ‘
slon purposes only o
S e iatebeo 8 . : X
6P S ECHRET B lr—‘*—r '
- 1le

http://www.trumanlibrary.org/whistlestop/study_collecti...id=48& studycollectionid=mp& pagenumber=1& forprinter=true (1 of 13)10/28/2008 8:43:25 AM



“Summary of State Department’s Position of European Recovery Plan”, August 26, 1947; ERP [folder 2]; Subject File, 1916 1960; Clark Clifford Papers.

DEPARTMENT OF STATE

= E ey e -
psE_ s o0 : %’H

g0, ek

/"';hﬂ- SLCOWD DRAFT

paa Do
bt August 26, 1947

sumnary of Department's Fosltion on the
Content of a European ﬂ%ﬂ!l!ﬁl Erogram

A. Fupdsmental ObJlectiveg. Department regards followlng
features fundamental to U.5. concept of program;

l. Basic objective of program is to move entire area
progressively from present condition to working economy
independent of abnormal outside support, taking full account
of basic changes in Eur;pean conditions such as pollitical
developments in Eaaterﬁ Eurupe¥ altered position of former
colonial territories, and loss of overseas assets, merchant
shipping and other prewur invisible l:pn;ba.

2. Participants must také concerted efforts to foster
European recovery as & whole, and show genuine readiness
to make natlonal contributions to this common goal.

. 3. Program must realize maximum opportunities for
self-help and for uuhuallhelp within the area and thus
minimize outside ald reculrementsj program must therefore
concentrate initially on elimination of bottlenecks and
other opportunities for greatest immediute recovery at 1

[

lowesat coat in scarce resources. i;} == fr
: fame | 1\

£i 4, Program
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4. Program must be dlrected primarl 1l tomard short-run
recovery rather than 1nng-run development; full use of exlsting
or readily repalrable capaclty and restoration of normal
domestie and intre-European intercourse therefore have priority,
although not excluding longer-run cavital development necessary

to meet goal in 1 above, _

B, Essentlal Elements of Program. Progrom submitted for U, 5,
unnsldarﬁtiﬂn must contaln these elements:
1. Enncretn.propesall for area-wide recovery of ngril
culture and basie industries -- coal, steel; transport, and
power -~ which are fundamental to viable European economy,
Proposals must correlate lnélvidunl_nntlanal programs and
individual industry programs and give priority to projects
promising gquickest expansion of output. DBizonal German area
must be taken fully into aceount, Etnnhgap ald in coal, food,
ete. pending Eurcpean recovery must be minimlzed. Proposals
must be fﬁlly Justified thruugh following asteps:
a, Development of country regulrements for food
and snd-products of basic industries (coal, steel, etc,)
on realistic and defensible basis, with clearly stated 2
standards, and intensive mutunl criticlsm and screening,
b, GStatement of ppacifip national production goals #
{u food and basic induitrlﬁs, with concrete proposed I

7\ measures to mttain those goals and specific stated re-

| \or

quirements (if any) for axtra-national aid in such items
as fuel, fertilizer; u.tl'ili.}ng and agricultural machinery,

A== Fila™ 2
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power, steel, or manpower, These reguirsments state-
ments mwuzt he auPpurteq by Justifieations aml must alseo
be subijected bto constructive mutunl criticlsm ond seraen=
ing.
¢. Depelopment in concert of conerete pronosals for
mutual ald to meat r&quireﬁﬁnta updar (a) and (b) from
sources wlthin the area or under polltical contrel of the
participants, including pricrities in reactivation creat-
ing maxlrum mutual ald potentlalilles
d. Adjustment of national agriculfural and baslc
industry programe on area-wide basls, taking full account
of mutual ald pp:ilhiiitlﬂ!, and glving priority to
bottlenselk elimination and other opportunlties for greatest
speed In recovery.
@, Development of concrete an{ minirum reguirements
for outside ald as a residusl of procesaes in (a), (b),
(e), and (d). 2=
Discussion of ltem 1. i S L
Production recovery in agriculture and basic dindustriea la ...
cornerstone of entire program, Greatest hope lies In intenslive
attack on such problems as British and Ruhr ~pal production,
French grain, railroad equipment repalr, ete, Measures of
planning ,international allocatlons, and internal priorities
to obtaln p;nmptest expansion ere essentlal to speedy recovery
with minimum outside ald at least while basic resources remain
sharply limited, Such controls should be confined to flelds of

agriculture and basie industries and be progressively liquidated
'!EE-!!EEEE r*fs“' e
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as output increases and normal E;:ﬂllﬂlll.t lforees come inte play.
As .tu U. S. pvblic views on this item, note that KAM industrial-
ists meetipg with NHeas have ‘axpralsuﬂ view that European pro-
gran's mpaln feature should be to set production goals for the
basle imdustrles and concentrate on Lhelr achlevement,

2, Undertakings on dnunsfic messures nacessary Tor in-
ternal econonle ntnhilizaélnn, effielent use of national resources
to minimize cutside aid, and fulflllment of mutual ald commlt-
ments, FProposals should recognlze wide variations in need for
remedlal measures, which inelude:

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

b, Colleetions, internal sllocatlins and priorities,
and ratloning of essentials, durlngipnrlud of acute
atringency.

e, Direction of supplies to fulfill mutual ald commit-
ments, on pricrity equal to if net higher than internal u:e;

Discusslon of ltem 2, ) '

These measures tumglnnani;.arr to Item 1. L - I;J & & 5

Full restoration of mconomic fabriec internally will hﬁ*{
possible only after produetion has increased, although much can
be done immediately to reduce currency in circulation, reform
taxes, ete, Must be recognized, however, that breakdown in
normal monetary exchange ls yo.ounatdarabla extent symptom raihar
than cause, and that u%ur-dr&dﬁic monetary and fiscal remedies
without foundation in 1n¢rnn?id_prudu=tlun may actually retard

m racovery
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recovery. Moreover polltical implicatlons, liclulding danper of

wlidening cleavages anong producer and ecopsupnr groups must he
carelully consldered, As to use of Intermal Gowernment conirols,
hepe that expanded preduction will permit eatrly llguldaticn.
However, normal priee mechanlsm caunot funetion In fnee of
present aecuts searcitles. U8, eannol acoect situation under
which 1ta ald goes direetly into or replaces domestic supplies
galng Into barter, compensation and black merhets. U.8. alao
coneernad as to Internal politlenl coneequences of inequitable
fdlstributlon of searce vital commoditles,

'3. Comprehensive measurea to foster mulil-lotersl intra=
European trade, over and mbove any speclific mutual ald arrange=
ments. Thess measures should be direcled toward:

a. Frogressive replacement of bileteral trading arrange-
ments by more effective multillinteral- rrrangements for expand-

Ing Intra-European trade, lecking, 1f possible, toward an

eventual Furopesn customs union. Bilateral trede and pay-

ments agreements within the group of participants in con-

[lict wlth the mutual ald program should be abropated.

Posslbl!itles of major Ltrade barrier reductions, encompassing

Important commodity groups or smaller proups of natlons,

but short of general customs unlon, should be earefully con=

sldered, Hecognize that partlal measures of apparently pre-

ferentiol charaster may run counter to ITD prinelples,

But in view ashort-run pelitical snd simlnlstrative ohatacles

to dmmediate commitment or rapld progress toward customs

— union,

= S |
“mesesss [0
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union, 1t appears vital to explere means for Eurcpean Lrade

barrier reduetlion falling short of customs unlon.

L. Faecilitating multilateral trade through foreign ex-
rhangs clearing arrangements among the partlelpants or
otier meenz for achleving eurrency convertlbllity and trans-
ferability. Conference may propose !, 5. support of elear-
ing system, under sulteble safeguards, elther through doller
fund or through direction of purtion I, 8, conmodlty ald to
countries with export surpluses, although Departpent has as
yet no nappralsal of probable Congressicpnal reacllon.

Discusslon of Item 1, '

While in many respects the long-run galns of European eronomi

fntegration In terms of speeializatlion of productlon and economle
location -- achleved 1deslly through both a customs and a currency
unlon == wonld be the most teneficlal consequences of a recovery
program, these goals mqat be put in persperlive 1p relatlon to
more urgent short-run needs, Measures a and b abeve will ron-
tribute little to immedlate restoration of oreduction, but will
grow in significance as production expands and domestic economiea

' are atabllized, In first phase, the;afcre, Item 3 1= subordinate

| to 1 and 2, although the groundwork must be lald immedlataly,

C]> 1In thls connection, Congreasman llerter has stated to Department

—_ that program merely aggregating natlional defleits and commlting

Lﬁl_ﬂ participants to customs union would be completely inadeguate
| i and unacceptable to Congreas.
¥ { E3 1 TmS :
| 19e SECRET i
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C. 'Forms of lossible U, S, Assistenge. Department regardz formu-
lation of program of maxlmum $elf-help and mirlpum ovtside aid
requirements na primary Conference poal but reecgnizes importimnce
to reallstle vrogream of guldance on general form of posslhle out-
slde asasistancze. In this connection:

1. Assumed that in any event major part U, 8, ald would be
speeified commodities or commodity groups. Exbent of possible un-
tled dollar amslatance, e.'lthar_tln suppurt elearing sysfom or other-
wlse, should he left open for revlew on nerits, :

2. Program sﬂﬁul& minimize dollar ald for purchases ouktside
U. 8. It is not (repeat not) intended to satisfy entire world's
appetite for deollars ¥ under gulse Eurcpean FAecovery program,
Efforts shonld be made to maintain existing vommltments from other
suppliers (such as Argentine and Canadlan J‘cuntracfs for wheat to
UK.}, with dollar aid being limited to Lncrements bayond these
commltmenta, Thls approach desirable both b3 1lmlt total assist-
ance requested Congresas nﬁﬂ to limit inflatlonary effects within
U, 8. of malntalning heavy export demands from other arens ms well-
as Eurepe, [Partial rellef for dollar shortages cutslde Furope
may of course be subject of negotlations apart from European
program, Moreover, program should not exelvde expendltures out-
side U, 3. which would inﬂ:unﬁubtlﬂw of essential goods to Eurnpi:
and make real contribution to European recovery, A firm position
on this puint should qut hc.tgkpﬁ untll sppraisal is possible of
cost of financing uxtrn-Euiopﬁih trade and elternative means of
securing and financing sumpliaq:rur Europe from non-U.8. sources.

Hote press reporta of possible large-scale Canadlan loan to be

— L FRERET floated
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3, Dlstribution of ale by U.S. should take into account
recomnendations by contlnul g European organization orf where appro-
priats by other internationil allocating bodies (e.g., coal and

' food), FHowever, U. 5. ald will not be provided in totals for sub-
divislon by Eurcpeans. UNRRA precedent will not be followed. _
,Us 5. would hope to be gulded by European recommendations but must
retalin freadom to modify alloeations to assure most effielent

use of ald ard to snforee any agreed conditions,

D. Helatlons with Eastern Furope, On trade and fipanclael re-
laticns of participating countries with Erstern Europe, Dept
recognizes necessity of existing trede between Eastern and Wastern
Burops and desirabllity of its increase, FProgram cannot, however,
ineclude provision of U, 8. direct dollar or commodity eid to
Eastern Europe bacause of political inacceptability here., U, 8,
will consider international measures of help fur Eastern European
countries designed to ald Western Eurocpean recovery, e.g. World
Bank loan to expand production and transport Pelish coal; and
recognizes necessity expanding production in Wastern countries in.
lines furnlshing exports to Eastern Eurape, to be exehanged .
against Fastern European exports of essential commodities to West.
U. 5. does not require abroqat!nn bilateral agreements with
Eastern Eurcopean cauntriqu.'lFertgoing views obtain so long as

Eastern Europe not clearly engaged in:uuunomln warfars againat
: _ oy i _=
- ‘ i' J._._.l § | i | &

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

" Dépt considers that three Iqqﬁirn zones, as unit or bizonal area

~IQE. SECRAT plus -

= ‘F:‘ii‘ll‘l"';l' AR ik v

Western Europe,
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plus French zone, be covered fully into program. Hevised level
of industry ngreement should be baxis for incluslon of blzonal
area, with changes required in interest of Europeannﬂ;da recovery
recommended by conference on same basls that conference makes
similar recommendations for changes in Mormet or other national
plana., Hates of and priorities in reactivativn of German industry
should likevise be diseussed hr conference as @Trt of similar dis-
cussion of achlevement of other natiomnal plans, U. 3. desirea
earliest possible self-supporting Germasn economy, but recognizes
that German rem very does not have priority over similar recovery
elsewhere in Europe, and that recovery in Gereany should not receive
specin]l impetus st expense of wider European recovery, On other
hand, Dept will not agree te system of allogations of German re=
sourees or U, 5, ald which would p;ntpcne German recovery until
full recovery other cnuntrlea has been assured, I
Fa U.H., Dept supports fullaat prnnticahle use of United
Hations bodies and specinll:ed-ngunclns in earrying out of program,
Th;; includes continued international allncptlun of coal through

) Eﬁk Cosl Committee and food through IEFC Coomittees, and technieal
planning work in ECE Committees en transport snd power, Sympa-
thetie to asﬂignnnnt_to ECE of additlonal functions related to
program, But [Pspt recognizes thnt.Fnurdinntlun of European program
and integration of UF mgtivities with neads of this special program
will probably have to be retailhed in organization composed only of
partielﬁnnts (including bizonal Gérmany). .In view possibilities
systematic obstruction to ECE L{?letitnnnnn+ apecial European

recovery organization must be ]qh_l_._ln to handle entire program and
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must be prepared Lo assume promptly functions aasigned to other
organlizations i1f they prove lneffective.

6. 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 elemnnts, but many details of its application will
remaln for Further study. Medifications are also to bs expected
during negotiations with the U, 8, before acceptance and in con-
tinulng development of any arcepted program., Emphasls should be
glven to wajor role of econtinuing organization of phrticipatin;
pountries {(plus bizonal German area); beth in implementing and in
progressively refining any agreed program,

H. Proceduras,

1. When the Conference has first draft of progrem, U. B.
reprasentatives in Parls should review it informally, presumably v
with Executive Committee, Review should cover both general pnlieré—:
matters mnd technical questlons, and U. 8, group in Paris should L—_
inelude technicinn®squalified on all phases of program. Furpose
of review iz to efford U, 5, representatives appnrtunltr_ta —
seek explanations and clarifications of points that are not clear. J
In such discussions, U, S, rtpénninﬁntiull would be gulded by above
statements on essentials of turHFh}u program, This should be
epportunity to guide both cun#én}“lnd conclusions of Conference
report, It should be made clua;ﬂfhpt U. 8. representatives are

taking this actlon to racllltltaipt&:lntutlun of program to U. B.
) . Government :
IOR—SECRET - Tl
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Government and that 1t Ls not final U, 5, eritlcal analysis of
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program looking toward approval,

2., . When the Conference has completed report, it should hp
tranamlitted to U, S, Transmlttal by Bevin as Conference Chalr-
munltu Secretary Marshall would be setisfactory, Desirable to
have document physically in Washington prlior to release to preas
in Parls so that coplea can be made here for distribution. First
impaect on . 5. public should not be through newspaper accounts
cabled from Faris.

3, After report hns been received in finshington and glven
at least cursory n:ﬁminatlnn, it would be desirable for Confler-
ence representatives, presumably Executlve Committee, to dlscuss
it in Washington with U, 8. Exeeutiwve Dapartuéntl.

L, Drafting of muliéilatersl and bilatérsl agreements would
atart simultanesusly with submlission of proposad leglslation te

Congress.

. Return to Marshall Plan Documents Main Page

. Return to Truman Library home page
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