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~J~. I;~NCY: General Yo~mn~ General Lemnitzer, friends: lest 
October when the President approved Public Law 32% the ~{~tual Defense 
Assistance Act, it g,~ve to the President ~ new charter vd_th which to 
implement our foreign policy. Our major responsibility here is not 
one of foreign policy. %re will admit that at the beginning, in that 
bill~ however, are some very important considerations for the 
Industrd.ai College. 

As you perhaps know, something over a billion dollars, either in 
actual #ppropriated funds or contract authorizations~ has been made 
cveilcble for ~lloc~tion and use during this fiscal year. It poses 
a tremendous prcb!em, I sh~l! not, rand our speaker this m,~nuing will 
not~ attempt to cover more th~n one segment of this act. He will 
confine himself to those ~pproprictions for military aid to the nations 
which have signed the North Atlantic Pact, and he will try to give us 
background policies and the orga~iza~ion~l structure within which the 
procurement of ~ppro~imetely one billion dollars worth of military 
aid v&ll be made° 

Our speaker this morning has been ~a~th the State Department since 
1951 in increasingly respcnsib!e Dositions. l~m~ediately before his 
present assignment he was Chief of the Aviation Division of the State 
Department. He is a graduate of the ~aw School of George Washington 
University, a member of the District Bar, and is a graduate of the 
National War College. It is a pleasure for me t,5 introduce Xr. John 
O. Bell, Assistant ~£rector~ }£utual Defense Assistance Pact of the 
State Department. P~. Bell. 

I~[R. BELL: General Holman, gentlemen: i~ subject today is the 
Hutual Defense Assistance Program. This progrqm is pr~imarily con- 
cerned with pr'~blems of" military supply. Consequently~ it is v~th 
some trepidation that I~ a civilian, venture to address a group of 
officers who are expert in such matters. This feeling of hesitancy 
is enhanced by my recol!cction of attendance at the War College. I 
w~ll recall the fact that a~ the lecturc course proceeded, with sc 
many truly gifted lecturers, the students became steadily harder to 
please, P sho~11d like to mmke it clevr that I am neither gifted nor 
a lecturer, and that I crave your indulgence. 
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The I:~tual Defense Assistanc"c Program wns enacted as Public La~" 329 
by the 81st Congress. Behind the law lies a histc~J of many months of 
work, some understc.nding c£ which .is import~.nt to an understanding of 
the program and the manner in which it is to be c~.rrlca out. into in 
July of 1948, the i~ational Security Council.recommended to the President 
that consideration be given to the .devel::pmcnt of a program of military 
assistance. The Council Cited the d~..~noe~ to the securi.ty of the. U~ited 
States arising from. thG aggressiv6cxpansiOniS't policies. :~f th~ Boviet 
Union~ and. the .lack of ~f~litar?l s~,ren~gth ~n the free natiofis o£ the 
world. The President approved the re~or..-~end~tiens c£ the Council and 
assigned to the Secret~r~- of State the t~sk .of  cxplOrin[Lways and means 
of strengthening those free nations~ ~nd, in oarticularj the nations of 
western Europe, the maintenance of whose secu~,ity is so vital to our oval° 
From this assignment grew net only the ?,~utual ~efense Assistance Program 
but als'o the North At-~.ntmc Treaty. 

" j_ 

~qrly in January 1949~ by agreement between the Secr-~n~r of State, 
the Se:c'r, etary of Defense, ~nd the Administrs't~r of the Econo~,~±c 
Cooperation Adr/Anistration~ +~ .... e est~biished an ad hec committee 
kno~,~a ~.s~tho F o r e i g n  Ass_s .... n c  C o r r e l a t i o n  C.o~n~t toe ,  o r  t h e  FAOC. 
This group, composed of a representative of e~ch o£ the three a[~ency 
hcads~ w~s ~ssi~ned"thc task of formulating and developing s single 
program to cover all, military assistance projects, o£ drafting Icgis- 
l,~.tion te provide thcrefor~ and of securing legislative authorization 
~.~nd ~pprOprlhtlo~s.~ It had to survey the world scene: tc ascertain 
tLe nature and~tent o£ threat to United St~,tes security arisin~ fron 
military ~re~kness abroad~ to evaluate the ability of the Unit,~d States 
to provide aid ~.nd the ability o£ foreign nations effectively to utilize 
it; and.to detem~ine the kinds and amounts of assistance required and the 
relative-priority o£ the needs. In the course Of its work, the committee~ 
aided by the staffs o£ the three a~enci~s involved~ r6viewod the 
objectives of our naticnalpolicy on a global basis. 

As a result o£ this work~ a program and le"islation wcrc presented 
to the Cnngress and enacted~ in the maim, substantm~ly as pr'~>posed. 

The l..~utual Defense Assistance Act o£ 194% as it Was entitled by. 
the Congress~ authorizes the provision of military'assistnnce on a 
grant basis to certain nations. Title I authorizes the granting of 
assistance to those ne.tions~ members of the North Atlantic TrCaty~ 
that hadr equested assistance from the United States prior to the 
enactment of the legislation. These n~tions" are the United Kin~'~em~ 
France~ Belgium, the ~,.Tctherlands~ Luxcmbourg~. Denm~rk~ Nor~ay~ and 
Italy. Title !! a~thorizes the continuatic.n e;f the programs of " 
~Alitary aid to Greece and Turkey. Title III authorizes the provision 
of assistance to Ir~n~ Korea~ and the Philippines° This title~ in 
section 3.0~ also authorizes the appropriation to the President of 
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75 million dollars, to bu used in his discretion~ for carrying out the 
policies and pmrposcs cf the act in the general area of China. 

The Congress, with respect to title I, which covers the North 
Atlantic Treaty countries, appropriated 500 ~mlllon" " do~l~rs" -~ in cash 
and authorized the executive br~nch of the @ovenmuent to enter into 
contracts up to 500 million dollars more. Two hundred and twelve 
million dollars was appropriated for title II countries and 102 mill:lens 
for title III nati?ns, including the 75 millions for section 303, 
referred to earlier, Thus~ 1 billion and..314 m.~lli~n dollars ~ms 
appropriated., in addition, the Congress authorized the transfer Of up- 
to 4.50 million dollars worth of equipment, priced at acquisition costs, 
~thout charge to the appropriation, except for such stuns as might be 
required for the rehabilitation, oackin~, handling, and transportation 
of such equipment. " " 

"In addition to the provision of the legislation authorizing grant 
aid, the President was also ~2iven authority to provide what we have 
called procurement assistance. The authority granted in this respect 
was limited to the provision of procurement c id to those countries 
specifically naneg in the act as recipients of grant aid, and to such 
other countries as had joined ~[th the United . States in regional and 
collective defense arrangements. The effec~ of this provision is to 
make it possible for the United .States to use the procurement channels 
of the Defense Dep~rtment to buy milita~ equipment and supplies on 
bch~If of the countries I have alrcady n~med; ~.n behalf of Canada, 
Iceland, ~ncl Portugal, which ~re members Of the ~rth Atlantic Treaty; 
and on behalf of those Latin American republics that have ratified the 
Rio treaty. The act requir0s, h~ever, that, in "such cases, the total 
cost of the equipment to bc purchased be made available to the United 
States in advance. 

The Congress also imposed a nu~'ber of conditions that had to be met 
before the assistance authorized in the legislation could be rendered. 
First, it required tlmt bilateral ~gre~ments be cnnc!udcd with each 
recipient nation befbre any ~id Was given. Those agreements, Congress 
said~ must contain, in addition to such ether provisions as the 
President might consider necessary in our national interest, specific 
pr,nvision for the use of the assistance rendered for the furtherance 
of the purposes and policies of the act, specific provision for the 
furnishingto the,United States or other countries of reciprocal 
assistances:specific proVisionfo~maint~ining the security of any 
equipment or information furnished,- andspecific provision that ~ the 
assistance given could not be retransferred ~ithout the Consent of 
the United States. ~ithough:t~his legislative requirement did not 
applyin the cases of Greece and Turkey where such" &groemonts already 
exJsted~ it did mean that no aid could be granted to any :.~ne c,f the other 
nrtions until we had made such an aggreement~ith that nrtion. 
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In the cases of the Atlantic Treaty nations to ~,rho~ assistance was 
authorized, the Congress made ~dditional c~nditions~ which are of great 
importance. The Crngress spent most of its time dilring the hearing and 
debcte in studying the problem of aid to the North Atlantic Treaty 
countries. It asserted vigorously its opposition to any idea of 
~ro~riding aid to these countries unless such ~id could be clearly and 
directly re!~ted to e com~on defense pi~n. It "~as felt that there 
would be no value to the United States or the recipient nation if the 
objective was confined to the improvement of the individual militant 
establis?m~cnts of these nations as unrelated and separate units. 
Consequently the Congress inserted conditions in the legis!$tion 
~;ithholdin[~ authority to expend more than ten procent of the apprcpria~ 
tion for title I~ ~ntil af%er tho President of the United St~o~s had 
approved recorx~endaticns from the Defense Co~ittee and the Csuncil of 
the North Atlantic Treaty for the integrated defense of the North 
Atlantic are~ The President ~as also directed to nrovido assistance 
only as required to support and further such defense plans. 

This is perhaps an approprdate point tc be more specific as to 
what was envisaged by the term military assistance. There are involved 
in this program four categories o~ aid: first~ the prevision of military 
equipment and supplies; secendly~ the provision of technical ~ndl ~raining 
assistance) thirdly, the provision of assistance in obtainin~ ra~7 
m~terisis end machine tools with ,uhich recipient nations ~an increase 
their o~na production of military equipmont~ and, fourthiy~ assist~i~e 
in purchasing equipment through U. S. g<~vernmental channels, The 
equipment to be prrvided under this program is to come from reserve 
stocks of our o%u~ military forces~ or from nu~'~ ~ production. The material 
which is to come from our o~m reserve stocks~ which will be r¢ughly 
two-thirds of the equipment to be provided under this year's program, may 

be further subdivided into t%~o categories° 

First, there is equipment of which we have a supply in excess of our 
needs under current mobilization plans. The amount of such equipment 
that can be transferred, as I ha ve indicated ear!ier~ n~qy not exceed a 
value of 450 million dollars~ b~scd on original ccquisition Costs. The 
charge to the program for readying and shipping this material is proscntly 

estimated at about 75 million d~llars. 

The second categbry of equipment to c~mc from our stocks is equip- 
ment ~,hich is reau~red under our hobilization plans and ~vhich~ if 
transferred~ ~ill have to be replaced. The amount of such equipment 
that can be used is datelined by the Secretaz$ ~ of Defense after 
consultation ~,~th the Joint Chiefs of Staff. The price to be put upon 
it may be set by the Secretary of Defense either at acquisition or re- 
placement cost° From this it will be noted that the funds appropriated 
for this program will largely be spent in the final analysis for the 
manufacture of equipment in United States s~rsenals and factories, with 
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the products thereof finding their vm~ either to the recipients or t~ 
the United Sta~cs forces in replacement of equipment that already has 
been provided to the recipients. It is obvious that this should have 
a beneficial effect in obtaining and maimtaining Safer levels of 
production capaCity in thSs count~. 

The President has made it clear from the inception.:of work on 
this program that he would delegate authority and responsibility fSr 
the direction and control of the prosram to the Secretary ~f State. 
This was c~nfirmed in the Executiv6 order recently issued w~hich makes 
the Secretary of State responsible. The President excepted from this 
delegation the authority vested in him under section 303, which he 
to,served to himself~, as well as amthority reg~,rding-a n~ber of other 
ecnnmeal points. The reason for assigning thesc duties to the 

Secretary of State derives from the basic purposesunderlying the 
program. The military assistance program is intended to serve as an 
integr~I pa~t cf our foreign policy~ and tc support and imnloment st her 
policies, which~ properly related one to the other, ~ll serve to attain 
the basic'objectives of cur foreign po!i~. All agencies of Government 
have been agreed that the Bepartment of State is the logical point in 
the Government to be resp;~nsible for the blending into a master plan 
the various political~ econemic~ and militcry instruments that may be 
required to attain our goals. 

The fixins of such responsibility in the Secreta~- of State has by 
no means confined ~zlthin the Department of State r'~ ~ .... ~" ~sp...nslolll~les for 
the implementation of this program. The Department of Defense is 
responsible for, and v~ill carry out~ the major portion of the operctions 
invp[~ed. The Economic Cooperation Committee will olay a significant 
role~ and other agencies of the Goverr£ment will from time to time have 
functions to execute. 

This fact can best be illustrated by a brief ~'utline of the organi- 
zational p~ttern set up v#ithin the Government. First, the Secretary of 
State, the Secretary of Defense, and the Administrator of the ECA 
csns:t itute a ccffittee knc;s,m as the Foreign ~{ilmt~ry Assistance 
Steering COn~nittee (F?,~SC). This group v#ill meet when and if necessary 
to resolve important policy questions. Designees of these three agency 
heads have been appointed to serve as the Foreign i..~ilitary 'Assistance 
Coordination Co~uittee (FLTACC), ~ natural outgrowth of the plar~uing 
c~nm~ittee (F£CC) that ~.s mentioned earlier. 

This gr-~up meets res~larly and frequently to solve policy and 
operational prob!cms and ma~es recommendations te the Socretar 7 of State 
as to the action which should be taken. ~t is chaired by the designee 
of the SecretaRT of. State~ ~bassador Jamc~ Bruce~ who had been named by 
the President tc serve as Direct~r of the program. Secrctar7 Johnson's 
represcntative cn this body is General Lemnitzer~ who is established as 
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the Director 'f the Offide ::,f~iilitn~ Assistance ~tlJ.n the Office,,of 
the Secretary of D~fense. Hro Edward Dickins.';n~ a hi{~h official of the 
Economic Coooerntioh Ad1.~i.nistration, represents Hro Hcffman~ ~.ch ~f 
these three men is re~ponsib!e for the coordination 4nd direction of 
}@AP activities within his respective agency~ and each has authority 
to represent his princip~lo 

Responsi~i!ity for the implementation of the progrpm in the 
recipient countries is fixed upon the ~bassader" of ~he United States in 
that country. In each of the European Cduntries~ there is being 
estrb].ished v~thin the embassy~ as an integral part of the ambassador rs 
st~f~ a military assistance advisc~j group (knovm as ~AG)~ headed by a 
flag or general officer, and comoosod cf a joint Army-Navy-Air staff. 
The ECA mission in each cf these countries serves as staff to the 
ambassador on the ec"nomic aspects ,~f the progr~m~ and addition~.l 
diplom#.tic ,staff is orovided as roquired~ In most cases a top-rs.nk foreign 
service officer has been a.ssisned to act as special assistant to~ or deputy 
for, the ambassador m military sial mattcrs o Similar arrand~ements are 
being made in title II and title III ccuntrie&, altb,ugh there are 
variations as required by the local situation° 

In the European area, where it is essential to maxir~ze attention 
upon the interrelationships of country programs and their integration 
into a central design~ the Secreta~# of State has designated the 
Honorable Le~s@s Douglas~ ~msbassad-r to the United Kin£dom~ as ~ his repro- 
sentative and as Chairman of a top policy cc.,mmittce knm, sua as the European 
Coordinating 6ommittee (ECC')° The other mersbors ef this committee are 
Amlo~ss~,a,.,r Averoli Ha rrmman, reprcsentmndx ECA~ and General Thomas Handy, 

u1 " 

Commanding General, European ±heater, reoresentmng the Secretary of 
Defense and the Joint °hiefs of Staff. This committee meets at irregular 
intervals and provides advice to. the Secreta~/ ,f Str.te regarding the 
policies a~d procedures of the program from the European re~'io~al point 
of view. The cosm£mttee is served by a staff located in London~ which 
has personnel assigned by State, D@fense~ and ECA° This staff, headed 
by an £kecutive Director, who reports t~ the Chairman of the co~ittee~ 
provides a focal point for .regicnai co'~rdin~tim of pro~rg.m operations 
in ,~urcDe. It not only serves as staff to" the c,~m~ittee to which it 
reports~ but also provides advice and guidance to the embassies and 
makes rece~endations and suggestions to the Office o£ the Diroct'~'~r 
in Washin~ton~ It w:,rks in close cooperation ~'~th United States 
representatives on the various sub-bbdies -f the ~orth Atlantic Treaty 
organizatic, n which are loc~ted in l,onicn~ 
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I do not know tc .what extent you 8cntlemen arc informed regard- 
ing the ~tlantic Treaty organization~ but yo u pr~bably, rea!ize there 
are five regional planning groups set up~ which are subordinate to th@ 
}~litar~ Committee. Three cf these five groups are. located in Europe. 
General Ynndy is United States representative on the western Europeen~ 
greup~ General Cannon~ on the northern European group~ and Admiral 
Connal!y on the southern European-western L[editerranean grc~p~ These 
three officers~ rankiDg n~embers of their services in Europe~ are served 
by a jointst~ff in London~ kno~nq as JA~G; which iscors~mandcd by 
Genera~ Kib!cro JAX}~ also serves as a f~cal reji¢,nal organi£ntion in 
Lcndon~ on-the mi.litary side, %o provide advice and guidance on tha 
purely~!itars~aspects of the r£1ita~j assistance ~)r~-~ram to the 
military personnel stationed in our e~bassies, asd to channel to 
Washington the. regional militery~views. 

After hearing something of the c~mplexiti~s of this ~sr~anization-- 
and I have net touched upon some of the aspects that are Dertincnt--you 
will probably find-it difficult t~ ~, be}lure that an~hin£ is actually 
accomplished. Yet, as ~ matter of fact, considerable work has boon 
done and operations ar~ proceeding relatively smoothly° The ~rgdniza- 
tion is n~'t c<ns~dercd perfDct or i~utab!e. It is thebest We have 
yet been able to evolve~ which tends to ~ssure that al! relevant 
f~c~crs and consider~tions-wiil be brought t~ bear upon the solution 
of our problems. 

In carrying out the responsibility vested in" him for the imp!e- 
mentationof the program~ the Secreta~ of Statej tbmough his special 
assia%ant,/the Director of the program, has established certain basic 
procedures. First and foremost, it is necessary to state for each 
areaand~or count~/ in the program basic concepts as to the object- 
ires, political, econormic, and mi!ita~j, which are sought by the pro- 
gram. Nex~ is the formulation of specific plans for the carrying out 
of~$he concept. ~other step is the deFelopment in detail of a program 
for the implementation of the plans. This is'followed by the institution 
and completion of the requisite supply action. Finally, there is the 
provision for an accounting and a reporting procedure which will assure 
that the action taken is in accord ~s~h the program, and which will 
provide thebasis for evgluation of the effectiveness of the program in 
attaining our objectives. 

To trace this process with respect to the hypothetical country of 
Graustark m~r be informative as to the actual procedures° Let us 
assume that Graustark is a member of the NOrth Atlantic Treaty. The 
basic concept is pretty clearly outlined in the legislative-terms. 

We seek to assist Graustark to equip its forces with the kind and 
amount of materiel that is appropriate to the role Graustarkwould 
pl~y under the common defense plan of the treaty. We insist that 
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Gra~stark help itself to the maximum extent it can and we also insist 
that,if Graustark is in a position to heln other treaty members~ it 
do,see V~ insist that we supplement and not replace Graustark's own 
efforts, iTe insist, that the improvement in Graustark's military 
position not involve exnenditures or efforts which would jeopardize 
its progress towards achiev&~4~ economic recovery or its Chances of 
maintaining economic stability thereafter° ~e insist that, the forces are 
to be equipped ~&thin Graustark's ability to support them and that our 
assistance in end items be confined to nonconsumable capital equipment 

which v,&ll have a long-term valne~ 

Let us assume that~ under the defense concept of the treaty~ 
Graustark's role is to provide ground forces~ that it is to be 
responsible for harbor and port defenses in its territory~ and that it 
is to make a contribution to ~ tactical air force° Let us suppose 
furtherthat Graustark can maintain two d~visions o£ infantry ~-~thin-its 
budget~ that it has adequate uava! str~n.gtn to nerfo~1 it naval mission~ 
and that it can maintain a squadron of aircraft. ~;~ie mus~ then determine 
what t~ble of equipment is required for the ground and air £o~ces 
involved. 'i~le must ascertain what part of this equipment is nc~v on hand~ 
Ue must find out how much addition~! equipment ~&ll be nroduced by 
Graustsrk and ~vh~.~t it can expect to ob~s.in from other sources. Thus~ 
in the case of ground forces-we .~,~y find that there arc. left shor~aoes 
in tanks~ rifles~ and trttcks~ which c~uot be met from Grsustark!s 

r~.~ ~ which C-raustark needs can be resources. We may find that the airc o~ 
su#plied by another treaty member° Accordingiy~ we have arrived at-a ~: 
conclusion that Graust~rk needs certain quantities of tanks~ rifles-~ 
and trucks~ and that its needs for naval ~qnd air equipment can be taken. 

care of without any help from us. 

Similar comnutations have been made concurrently r~th resnect to the 
needs of other countries, Let us assume that in the category of tanks~ 
the total needs of Grsust~rk and the other countries in the program are 
for 500 tanks. Tie must nowlook into the. avai!ab!ility of tanks inthe 
United'States, We may find that there are I00 tanks available in our 
stocks~ which are excess to our needs~ and that the Joint Chiefs are 
prepared to make another 200 tanks available from reserve sto-cks~ subject 
to replacement. This leaves a requirement for 200 tanks~, which must b~ 
met from productions° ~e must now make a comparative evaluation of the 
"urgency of GraustarkTs need for tanks as contrasted ~<th other countries 
that alsoneed tanks. Based upon these studies~ we may conclude that 
Graustark~ which needs %O ta.nks~ should receive 30 tanks from excess and 
reserve stocks and 20 from new production at a later, date, Thus~ we 
have a tentative figure for ~upplying tanks to Graustark and this figure 
takes it place in our over-all program. This program is discussed ~-~th 
Graustark's authorities~ ~nd agreement is. reached with them that we 

will supp~" certain equipment. 
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Our embassy in Gra~s~ark and its military advisory grouo then proceed 
to plan thel implementation of the progr~m~ ~ .~vlth" the Graustarkisns. Inquiry 
is made ~into the readiness Of the Graustark forces to utilize tanks. It 
may be that five tsnks are all thagGraustark can effectively use d~ring 
the first quarter year° Our mission v,lll accordingly requisition five 
tanks for delivery in that .Retied. This requisition will be handled .- 
through the regular procurement Channels of the Army. Our mission may 
find that Graustrrk tank boys are not familiar v~th our tanks and that 
a course of instruction at the Armored School at Ft. Knox is in order. 
It ms~ be found preferable to have a tank expert come to Graustark to 
train th~ locals in tank operation and maintenance. 

!~en the program is finally agreed upon with the Graustarkians, it~ 
togetherv~th other progr~ms~<issubmitted to the Secretary Of State for 
approval..Follov~ng approval, funds are allocatcd by the Dcpartment of 
State to ~the Department of Defense and by Defense dovm through channels 
to:thevarious tec.hnic~l services. W%en the tank requisition from 
Graustarkarrives in the Department Of the-Ar~F~ appropriate supply 
action ~s taken to insure the conditionlngj packing, and transportation 
of the tank, At each step of the way a careful record is n~int~ined. 
S~.rFrcports ofsupply action arc furnished the Director of the 
program periodically so he c~n be informed as to the progress of 
implementation in the plan~° 

After the tanks have arrived in Graustark and" our mission has given 
the requisite advice and instruction in their use W a careful ~uqtch is 
maintained to,determine h~v effectively the Grsust~rkianm are using this 
equipment• and to assure that it is being used for the purposes intended. 
~qports are made to the Director by the'mission~ and ewluation of 
effeot, on Graustark's milita~g strength~ morale, ~nd oolitical situation 
is based thereon. 

Let us further imagine that Graustrrk is a country that has factories 
that can produce, let us say~ machine guns, but that although manp~vcr 
is available, Zhe present output of these factories is below capacity, 
because of the lack of certsin ~:mchine tools and raw naterials. It is 
not feasible, let•us postulatO, for Oraustark to obtain such tools or 
materialsv~thout paying dollars, which are m-re urgently needed for 
othcr imports essential to econoric recovery. Under ~ the }DAP legisla- 
tion~ it is possible for us to purchase the raw materials or machine 
tools for Graustark~th Which She can increase her production of 
machine ~ms, The estimates we have made indicate that by an investment 
in Europe of about 85 millions we can overa 2 year period achieve an 
increase in production in ~uroDc ~ of five to six hundred million dollars 
in value, 

• b V' 



1384 
< )  1 ' > ' ~  t . ' ~ ' 

In the case of GrausZark~ a.s outlined~ ~,:c ~-ill nro~-'±de assistance 
in the "form of end items~ in the ,'form :of t.raining, b.nd by procuring 
toois and me:terials needed, for £fic~reased production° This .is a 
reasonably.accur~.to facsimile 09 v~bnt has been and is taking place in 

the military assists~nce pr..ogr,~., 

Vie have Concluded the bilateral agreements v,~th tD.e. Atlantic 
Treaty p~ers~ ~,;hich were reqnire'd b~ ~, the legisl~..tion® These nego~ 
tiations took about 2½ months Zo complete. The North Atlantic Treaty 
organization has made recommendatiOns, for an integrated defense of the 
area, which have been acceptedby the govermuents invS,%ved and which 
have been approved by the President° ~:~fe have had technical discussions 
~',ith those countries" and have arrived at agreement as to their neods~ 
their availabilities~ and net deficiencios~ "and as to the portion of 
the Isltter'which wc vd_il endeavor to supply, In the case of Arnr£ and 
Navy items~ these have been checked against availabilities in the 
United States~ and.- over-all Ar-,W and }7avy programs for title I are 

,~r program is expected to be. approved -being approved as o£ today° The '~ 
v,i,thin i0 days, Some funds have been allocated and more will be 
allocated shortly. Suppiy action has already been initiated, The 
e-.~bassios in Europe have~ in most instances~ already boon augmented 
by the initial increments of military personnol~ and the next 2 weeks 

~" t oxoectations as will see this comnletedo Initial snmpmen s~ based on 
to content o,f £in~l ~pprov~d programs~ @.re being readied and Should 
take place in a few weeks. Steady flo~:~ will probably commence in 60 

to 90 d~..ys, 

The Greek and Turkish programs have been continued~ although they 
are being re-e.v.~,iuated in the light of the successes in Greece and the 
necessity for tcking into account other demands upon our resources. 
Programs for Korea~ :.~ith :,Them rn agreement for aid and for ~ large 
military mission have boon concluded~ add for the Philippines~ .~,~th 
whom the det~i!s of agreement have been reached except for formaii- 
zation~ ~ill b.e approved, shortly and supply action begun. 

Arrangements have been worked out whereby the Canadian Government 
can orocuro equipm~nt for its defense needs and to further the policy 
of standardization of equipment -~th the United Ststes~ Similar 
arrangements ~,ith the Latin ~erican st~tes~ which ~,'ant and can afford 
to buy 0quiomcnt~ are beihg worked out. Studies in both the Departments 
of State and Defense~ with respect to the Fa,~. Eastern situation~ have 
been going on~ and it is likely that specific reco~rmndations to the 
President i~.~th regard to the also of the section 303 funds will be urn.de 
in the not too distant future, It is anticioatod that such programs o£ 
military assistance as may be i approved by the President under this 
section will be administered through the est~biishod channels that !. 

have described, 

IO 
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All in all, substantial progress has been mado~ and founda- 
tionses%~:blished which should assure rapid and efficient opera- 
tions. The progress, that has been'moie is in no small measure 
due to the attitude of cooper~tionj'which has chtracterized the- 
pers0nne!0f the agencies concern0d~ both civilian :nd military~ 
and the willingness on both sides, to adjust individual points of 
view in order to solve th~problems. This augurs well for the 
future° 

Our~present concern is to move ahead rapidly v~th this year's 
program. It is also directed to the necessity of securing congress- 
ional approval and appropriations for the continuatiSn of thepro- 
gram next year. !Ve are actively working on these problems and are 
hopeful that by 15 April wecan present legislation to the Congress 
which v.~ll provide therefor. 

We are confident that this program and succeeding progrcms~ 
if well conceived ~nd properly executed, can serve to strengthen 
our friendS and vmrn our fo~s~ so that war can be avoided~, or, if 
it mu~t come, that it can be won v~th the least cost in lives and 
funds. If we can, as the President said, make clear that an attack 
v~ll bemet with effective resistance and defeat, we may well 
discourage potential aggressors from aggression ogainst us. 

Thank you. 

XX~ I'~NCY: Gentlemen, as I listened to Xr. Bell this morning, 
it occurred to me that, aside from the foreign relations aspect of 
this ne~ law, there is a very imminent problem involving our" o~m 
economy. Perhaps this is one of the first, if not the first, time ~ 
that we have had im peacetime a ~jor military procurement program, 
and at this time it is on top of an economic system which is already 
operating ~t top speed. ! think it will give us an opportunity there 
to observe some o£ the problems that arise in regard tothe conditions 
that we would find in case of a real national cmergcocy. 

NOW~ who has the firs$ que@tion? 

QUESTIOn7: In your Graustark example you mentioned the matter of 
the production of machine guns by Graustark.- N~r What I would like 
to-km~vis, in our policy.of standardization, the more er less 
stand~.rdization Of arms of these wrious countries, and this policy 
of manufacture--for instance, letting Graustark manufacture its 
machine guns--would that put the burden on them of manufacturing 
machine guns for all of the countries, or would other countries be 
manufacturing guns? In ether words, would 6ach count~g be specializing 
in one or more items of equipment? 

ll 
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~,,.A. BELL: The problem that you bring up is <~no of the most 
difficult in this whole business° We are try~_n~ tc approach it in a 
variety of ways. In the first place, the question to be asked ~ith 
regard to projects for addition~l production is~ first~ is it some- 
thing tha~ is needed under this plan? You Olden have a whole series of 
questions. One~ for axamplO~ .is~ what are the economic aspects of 
production in Graust,~rk? .... /be Graustark's p~oduction of machine guns 
is th~ most costly end you would not like the production for that 
reason. You hav~ to look at the demand for m~Chine guns. Naybe they 
don't need any. Another ftctor that has to be t~ken into c~nsideration 
is whether there is any strstegic objection to production of machine 

guns in Grsustark. 

As far as Graustark producing beyond its o~,,~m necds~ our hope is to 
encourage to a maximum degree that kind, of production where the equip- 
mcnt is nccded by c, thcr countrics. That brings you~ however, right up 

~h~_t the v~hole treaty organization against one of the hardest problems * ~ 
has to face, what kind of financial arrang,oncnts can you make to cover 
transfers of, equipment between countrics~ Our ideal is that a country 
manufacturing machine guns for use of a foreign count~: in the treaty 
would require those m~,ch~nc ~ms as Dart of its o',~m defenses. But it 

is not auit~ that easy. - - 

~lmt~:~: y SUpply Board QUES[iO'.,~. Co~id ~ou o~l~n to us how the ~x" " .... 
of the Atl[:ntic Treaty organization" fits'into the {other organizations 
in Europe which you described to us~ and~ rouchly~ what its functions 

and its composition are? 

NR. BELL: The Y&lita~j Producti6n Supply Board is a body set up 
under the ~orth Atlantic Treaty~ which is subordinate to the Defense 
Co~mlittee. The Defense Corer&tree is composed of our Sqcreta~,< of 
D~fer~e and the defense ministers of the other powers° The ~,~!itary_ 
Production Supply Board is composed of top-level prod~ction and supply 
people in the various government, s° Ou9 representative on that bo~rd 
is the Chairmen of the Y!unitions Board° The ~oard's tc,~-!eval man meet 
only ~s rsquired~ but they h~ve s oermanent working staff that is ~ade 
up~ at least ,on our sida~" of to~-level peop!e~ too~ General ~y~s~ as 
probably m4ny of you ~now~ is the United States representative on the 
Board's working staff° I donrt recall the names of the other countries~, 
representatives at this point. That permanent working staff is located 
in London and is operated on a full-time basis. It has a ch~rter from 
the Defense Co~mittea~ which sots forth its responsibili~ies~ The main 
problem it has to deal v~th is trying be find ways and means~ through 
production and t~hrough interchange~ of meeting the deficiencies 
involved in the treaty. It is attempting to tackle the problems c~f 
trying to achieve integration of production in Europe, but is making 
very slow progress~ There arc many~ many problems in connection v,~th 
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it, not the least of which is solving the license problem in the United 
States. T can,t give you a much more detailed answer than that. 

}:i~. ~ft~OY: i see we have a relatively large number of v/sitors in 
th<~ audience this •morning. I would like to invite them to participate 
in the questions, if they desire. 

QUESTION: Your program seems to me to step upon the sovereignt~T of 
these various countries; I can see a government might want a few million 
dollars for a Taw years, but, when you go in to ad~nistcr it, ! can see 
a lot of ~rouble popping up. Hc~v do you get around it? 

~{R. BELL. I don't think it is going to cause us a lot of trouble. 
The administration of the program involves, I would say, relatively 
little, if ~ny~ infringement onthe sovem~nty of these countries. You 
start, I think i, from the point of Viola that in carrying out the North 
Atl~ntic.Treaty each govcrnm@nt has comn~tted itself to doing what-it 
can tO improve the individual-.and collective capacity to defend them- 
selves...This program calls ' :for. supplying equipment.to a .particular 
coventry. ~uch of ~ho i~formation I spoke of. obtaining~ is gotten" from 
the .country it'selfo ~far astHe supply.operation is Concerned, we 
will have in the Nation a small group of people who v~ll work "with 
those foroign.milit~.ry.laathbrities ' who'v~ll in each case .approve each 
requisition, and so it will b e, -in.fact,- a request .from .them upon us~ 

The reason for having our people there v~'orking, on requisitions is 
that%, because of the complexities, of the' UnltodT " States supply.system, 
under this program, we have to deal ~th something like 27 different 
technical so .rvices in the United States Department of Defense which 
have various syste.m s of requisitions, .supply, andaccounting. So it 
would be veryl d~fficult. It is not. something we can get one off loeb 
in the. United States to do. ~ ' ~ ... We n~ve to n~:ve them. from each service. 
~ile y~u~might say, "let t~e ~ Graustarkians make thai9 ov, nq requisition~s~, 
the.~ch~:nce~s are that that would hardly be practicable, If they Sent in. 
a requisltiOn .that was erroneous~Jnd it reached ,the requisition suppl~ 
sergeant, who noted it was incorrect and tossed it, in the box, nothing - 
happens .... if they submit that requisition to our .man in his ~wn .coUnt~ 
that ma.n~ll beexpert ehd v,~ll :know what kind of equipment it is that 
is wanted~ whether we will have it, t~hat the time la.E is likely t.:£ be, 
and .s-o on. -v{e have included in the bilateral egreements ,'~th these 
count:ties provision for-the, addition of these military increments at 
our ~mb~ss&es~ #.nd~ while we have'had some problems in-Connection ~ith 
that, they have not really revolved about nmjor issues 

. . - . . @ 

Q~JESTION: ~'~y question has to do ~@th the international legal 
complications. I~want to cite this. as ~an exampl@° Assume that France 
comes up ~ith a requirement for a thousand jeeps. The requisition- 
would be clear. They also have c~pacity to build a th~'usand jeeps , but 
they don't have the plans or know-holy. Does that mean~ for instance~ 
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that :Willys would contribute the plans and we would pay Willys for 
royalty rights from this billion dollars that has been appropriated? 

~ },~, BELL: I wcnTt pretend that we have solved that problem. The 
- . . ,  . 

queStionoT license, as I mentioned a moment ago, is one of the most 
difficult, We don't c-,ntemplnte that we would be pas~ng Wiliys for the 
license. But it is going to t]~,ke a lot of work, and it.probabiy ~ll 
be a long time before we have the answer to that question. As" regards 
patents ~ we ~ad a patent provision in our bilateral agreements, but nc 
one,i including the .gentlemen in each committee, could really understand 
it, ~nd it is going tohe:ve to be supplemented by further agreements. 
But we .are going to h~ve a lot cf specialists sit do~m and work it out. 

QULSTIOh." ~ There h~ve been. articles in the newspaper~ .. and different 
ms.gazinesreccntly about the a~tion being initiated w iZhin the Communist 
organization inFrance to prevent the/landing:.of thes~ilshipments that 
we are sending. Over' there. I wonder what we-are.doing about that or 
what the French Government is d6ing ablaut it, and whether we can expect 
that those supplies will arrive. I understand the co~nist organization 
is particularly strchg in the longsh.0re~on's, union over.there. 

XR. BELL: ~his problem is-a very. real one, Coion@l~ and it is by .no 
" ° "~ " n means confined to France. Our Inform~tlo shows quite clearly that there 

is ~d central directive to the Co~lunist Party:kin EurOpean countries look- 
ing toward m~imum interference with the shilxnents of equipment@ I think 
that this will be likely to be .concentrated on the first shipment in each 
case andthe success or lask...thezeof, in.that effort ~ill serve more-or 
less to d6termine how muchis to be expected with respect to"further 
shipments. We have been consulting-wit~ the French G'overnien9 and other 
government~ v~th repect to .this. pro.blown. We are quite acbiVely" Working 
on all aspects of it, first, on the prop~.ganda effect and ways ..:and mcafis 
of ~ublmc-~nformatmon to counters.or that@ There n~s.be.on.?g~ec meat 
",Euro&ean cbuntrie& with us that the initiative should Oe ~aKen oy-~ne : 
Iocal'D ~governmen. '' " ts~ The etheraspect of thc problem'isthe. . . actUal 
physiCal~interference problems. That is Being worked on wry Actively .' 
indeed by:the lo~al governments concerned. France, for example , has 
plans worked out. for demonstrs.tiens ~ith French.forces near the-parts 
at about the same time the shipments are to come iver. VlOrklis'being 
cbordi~ted:' through non-Com~nunist . l~.bor org<~nizations looking t.~vard what 
help L-.bor i.tself can give us in meeting this problem. To date they have 
not met ~£th great success. The problem is perhaps worse i n northern 
Italy than an~n~here else~ We are hoping to cov er~ thht bY selectiig a 
port where the ConLmurList strength is. no.t as great, ~erhaps Naples. There 
is a little problem of trying tc obtain a coordinated approach with each 
of the other' governments c ~ncerned, but looking largely to :th e local 
govermm~nt itself to , m S k c  the specific arrangements that ~ . r e  necessany 
to cover thelsituatio~. . . . . .  . • . .  i '  .~ 

• . .- ,. . . 
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QUESTION: Is any further ratificati~m of the bilaterals necessary 
b~fore they go into effect in regard to shipments? 

$~I. BELL: There are some--I dontt knowwhich ones they are--but 
there are several yet to be ratified by the European parliaments. One 
I doknow is the Nor~egian~ and there are several others. But we don~t 
anticipate that is going to be any problem. It is'just amatter ofred 
tape. ~f thered tape doesn't get thorough in time, it will delay the 
program~ but il will get through all right. 

COLO?TEL ~CULLOCH: I was interested in your statement that the 
President had assigned over-all responsibility for p~licy direction to 
the Secretary of State. Then~ I believe you said later in your talk 
that~ when the requisitions came In~ the ~tate Department would make 
the allocation of the funds. Specifically, what supply bill ~ll carry 
the funds for the military aid program; who v~ll control the allocation 
of funds; and, further, what elements of cost are included? 

XR. BELL: First, let me say there were two processes of meeting 
costs. One is the funds appropriated under the legislation; the ether 
is in the form of local currencies advanced by the recipient governments. 
The law provides that, so f~r as possible, administrative expenses abroad, 
sayin France, should be borne out of funds advanced by the French. Now, 
in. our bilateral agreementsj we have ~ade suDplementary agreements v~th 
each of these govern.tents providiflg • for s range of figures that repre- 
sent our estimates as to h~v much local currency for administrative 
costs in ~hat country will be needed. Those funds will be advanced by 
these governments and used for classified administrative expenses. 
Allowanccs~ for example, cver and above the normal pay would generally 
come out o~ such funds. 

So far as the actual procedure for the allocation of funds~ I 
prebably have confused you in my presentation of the programs. Act~lally 
it ~ms worked out in great detail by the military establishment, and we 
participate ~th the military establishment fr~m time t~ time as it is 
appropriate. The actual process is for the over-all program. If I may 
take the Army program fo~ title I as an example--that program As de- 
veloped through the ~lita~j establishment and submitted to the State 
Department. There has boon, at various stages throughout this develop- 
ment, joint action on it, so that th~ thing submitted to the State 
Department is pretty well agreed to bef ~re it is submitted. As a 
matter of fact, the Secretary of State approves the program and allocates 
the funds--acc'rding to the funding program, which depends on the rate of 
expenditure--t ~' th~ Secretary of Defense. The Secretsr~# of Defense sub- 
allocates thrse funds ~%thin the Department for the purpose of carrying 
Out the program. I believe the theory is that they are allocated by the 
Secrctary of Defense to Army~ ~avy, and Air and by the Army~ Navy, and 
Air do~uq through their respective establishments to the people who will 
actually h~ve to do the procurement. 
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COLONEL }~CUL!DCH: ~;~ich supply billwill thot bc in? Will the 
money be appropriated to State ~ or to Defense? 

i[R. BELL: The money in the original act was appropriated to the 
President. The President dolegcted his authority to the Statc Department, 
and the State Department--I say State Department all the time but this is 
generally a three-agency operation. The State Department has the moral 
resoomsibility~ but it is obvious that it must be cooperative. We have 
to go to the Budget Bureau to get an apportionment of funds; the Budget 
Bureau prepares a paperwlich the Prosidcnt signs; it is then signed by 
thc Secretary of the TreaSury--the Comptroller General in person finally 
deposits it in the Trcasury~upi~nwhich rnquisitions may be ma~e. The 
State D@partment then ailocates those funds tc Defense; Defense sub- 
al!ocatcs to Army, Navy~ and Air. 

QUESTION: L~. BoII~ you said~ I believe, that one of the conditions 
for shipping the equipment is that its maintenance v~ll be th~ responsi- 
bility of the country to which it is shipped~ is that correct? 

HR. BELL: I think I was referrin~ to the upkeep of it. 

QUESTIONER: Yes~ sir. Could y&u elaborate somewhat on that policy~ 
particularly v~th respect to spare parts and the possibility of procuring 
spare parts in the other countries rather than to have them ~ furnished byl 

our country? 

hR. BEIL: lTel!~ the spare parts pr~blemis a very complicated one. 
The hope is that it will be ncssiblc to meet sp~rc parts necds~ at least 
in oart~ from ~ther sources than ours. One of the ways we are hoping to 
get-the things is in the Ehropoan countries v~heru it may be possible to 
go into the manufacture cf spare parts and reduce future demands upon us~ 
This is complicated~ howevcr~ by the license problems and the questions 
involved in the releasing of~chnical draftings and blueprints. There is 
scmc hopc of meeting part of the problem by spare p~rts now in Enropej 
which arc not ~eing used° There are two caches ~f such materials. We 
at present know of one in Italy and another in Bclgium~ which are not 
being used. The problem of inventory is a very large problem~ where you 
have warehouses full cf stuff~ but you donrt kn~av what it is~ It is 
going to be tough to inventory all that matcrial. 

QUESTION: You mentioned that most of the money probably would be 
spe~ in this country for production° Vie have siso hoard recently about 
the terrible dollar shortage in all European countries° To what extent 
are we planning to spend mon~y--we will take a placo like ~vitzerland~ 
for example, that has somc munitions manufacturing ability~ also France-- 
to what extent are we plannin~ tc spend money in Euronean o~untries to 
build these items in order that we may not have not only tc spend money 
but also to export resources of steel and iron and all the rest of the 
things we have? 
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XR. BELL: The policy regarding buying from Switzerland or Sweden 
or from some other arms-producing country outside this group is not to 
buy~ It is not technically prohibited under the legislation. It has 
not been contemplated that we would buy such equipment in those 
countries° It is a difficult question because there may be in a 
particular country a p~rticular ~.nd of thing that they make especially 
well and which we might want to keep going. The European countries, 
however, cannot buy in S~ritzerland without having hard cureency. The 
SWiss franc is harder than the UrN.ted States dollar~ and they wonrt 
take local European currency there. It is a question of whether we 
are dissipating our resources in this program or not. I think the 
opinion of most economists is that the dissipation is not ve~r large 
and that the advantages gained in maintaining production lines 
outweigh them. This is not a matter on which I am an expert~ but we 
had the question studied" fairly extensively last year by the Latlonal'T 
Security Resources Board~ and it came up v,ith the opinion that carrying 
out the program would not have a material effect on our present resources. 
I think the largest percentage Of national output ,z,ith respect to any 
one item vms 5 percent. That was in cold rolled steel plates. It is 
not a large amount in any case. 

QUESTION: Suppose the decision has been reached that there must be 
some production and supposing t.hat production facilities are available 
both here in the United States and in the overseas country involved, 
what determines just where it will be produced? 

~JIR. BELL: I take it you are talking about additional production~ 
some production that they are wanting to have financed. I think our 
general feeling is that if the foreign country can produce economically, 
if there" are no military reasons why it can't be produced in that 
locality~ and they have the equipment~ it should be oroduced there. The 
amount of their production is a marginal amount and will ~have the effect~ 
to the extent carried out, of reducing the amount required from us. T~at 
we are hoping for is a long-term project, and it is not going to be 
settled in a year or two ]~hat we are hoping to achieve in Europe is 
capacity for meeting most of its ~,m needs so we will not have indefinitely 
to furnish equipment to the Europeans. The basic resources are there. 
The biggest problems to be solved are economic and financial" in character. 
If it were one country and we did not have currency prob!ems~ it would be 
much simpler. 

NR. ~JNCY: }Jr. Bell~ I want to thank you on behalf of the College, 
the faculty, and the student body for your fine presentation thi~ morning. 

(27 ~{arch 1950--650)I~,!G 

l? 

XZST ]1CTZD 



1 3 9 2  , • 


