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HETUAI'BEFEHSE ASSISTANCE PRCGRAH

13 February 1950

LR, MUNCY: Genemal Holman, Genersl Lemnitzer, friends: Iast
Octcber when the President approwed Public Law 329, the lutusl Defense
Assistance Act, it grve to the President » new charter with which tn
implement cur fereign policy. Our major responsibility herc is not
one of foreign policy, We will admit that at the beginning, In that:
bill, however, are some very important considerations for the :
Industrial College. S '

As you perhaps know, something over a billion dollars, either in
actual rpproprizted funds or ccntract‘authnrizations, has been made
cveileble for nllnecrtion and use during this fiseal year. Tt poses
a tremendous preblem, I shell not, and our sperker this merning will
not, ettempt to cover more then one segment of this act, He will
confine himself to those appropristions for military 2id to the naticns
~ which have signed the North Atlantic Pact, and he will try to give us
background pelicies end the. orgapizsbional structure within which the
procurement of spprogimetcly one billion dollars worth of military
2id will be nade, ' S -

Our spezker this morning has been with the State Department since
- 1931 in increasingly responsible positions, Irmediately before his
present assignment he was Chief of the Aviation Division of the Stete
Depertment. -He is a grrduate of the Law School of George Washington
University, s member of the District Bar, and is a greduate of the
National War Collcge, It is a pleasure for me o introducc Mre John
O. Bell, Assistent Bircctor, Hutual Defense Assistance Pact of the
State Department, lr, Bell, : ‘ ‘

IR, BELL: Genercl Holmen, gentlemen: Iy subjeet today is the
Mutual Defense Assistonce.Progrem., This progrem is primorily con~
cerned with problems of militery supply, Cbnsequently,.it is with
some trepidation that I, a civilien, venturc to address a group of
officers who arc expert in such metterse This foeling of hesitancy
is enhenced by my recollection of attendance at the Wor Collecge, I
well recall the fect that as the lecturc course proceeded, with sc
many truly gifted lecturers, the students became steadily harder to
pleasc, I should like to moke it cleer that I am neithor gifted nor
a lecturcr, and that I crave your indulgence, -
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‘aided by the staffs of the three agencics involved, réviewed, the
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The Hutunl Defense Assistance Progren was cnccted as Public Law 329 -
by the 8lst Congress, Behind the low lies o history of mony menths of
work, sone understrnding of which’is important to an understanding of
the preogrem and the manner in which it is to be carricd out. Iate in
July of 1948, the lational Security Ceuncil recommended to the President
that considerstion be given to the develrpment of o program of military
assistence. The Council cited the  danger to the security of the United .

Stetes arising from the aggréssive cxpofisicnigt policies of the Boviet
Union, and .the lack.of rilitery strength in the frec nations of the
world. The President approved the regommenddticns of the Council and
assigned to the Secretery of State the tosk of cxploring woys and moans
of strengbhening these frec nations, snd, in particular, the nations of
western Europe, the meintenence of whose security is so vital to cur own.
From this assignment grew not only the Mutual Defense Assistance Program.
but also the North Atlentic Treaty. ' :

Early in Jenuery 1949, by agreement botween the Secrebary of State,
the Seeretery of Defense, £nd the Administrotor of the Economic "
Cooperation Administration, there was gsteblished an ad hoe committee
known'asrthchOrGign.Assistanco‘Cerolatlbn Cormittec, or the FACC,

This group, composed of o representotive of esch of the threc agency
hceds, was -assipned the task of fornmlating and doveloping & single.
progren to sover all militery assistrnce projeets, of drafting legls—
lation to provide therefor, end of sccuring legislative authorization

sn¢ appropriatiodses It had to survey the world scene: te ascertain

tl.c nature and atbent of threat to United Strtes sceurity arising from
militery weakness abroads to eveluate the ability of the United States
to provide aid and the ability of foreign nations effectively to ubilize

it andfto"determine the kinds and amounts of assistance required and the

relative priority of the needs. In the course of its work, the committee,

a

objoctives of our neticnal policy on a glrbel basis.

As = result of this work, a program and leriglation were resented
X . Xy 2D 1 (A8 p ;
to the Cengress and enacted, in the main ‘substentially as . proposed.

= N .’_ 3 ) & )

The Mutual Defense Assistance Act of 1949, as it was entitled by,
the Congress, authorizes the provision of military assistence on a
grent basis to certein nations. Title I authorizes the granting of
assistance to those netions, merbers of the North Atlentic Treaty,
that had r equested assistance from the United States prior to the
enactment of the legislation, These netions: are the United Kingom, .

' France, Belgium, the Hetherlands, Iuxerbourg, Denmark, HNorway, . and

Ttaly. Title IT authorizes the continuaticn of the progrems of -~
military aid to Greece and Turkcy. Title III authorizes the provisinn
of assistenee to Irqn, Korea, end the Philippincs. This title, in
scction 303, also authorizes the appropriation to the President of
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75 million dollars, to be uscd in his‘discretion, for carrying out the
policics and purposcs of the aot‘infthe~general.arga of Chinag '

The Congress, with respect to title I,'which'covers the Nerth
Atlentic Treaty countries, gppropriated 500 million dollars in cash
and zuthorized the executive branch of the Government to center into
contracts up to 500 million dollars more, Two hundred and twolve ; o
million dollars was appropriated for title II countrics and .102 millions-
for title TIT neticns, including the 75 millions for section 303,
referred to earlier, Thus, 1 billion and-314 million dellars wes .
appropriated.. In addition, the Congress authorized the trensfer of up -
to 450 million dollars worth of cquipment, priced at acquisition costs,
without charge to the appropriation; except for such sums as might be
required for the rchabilitotion, packing, handling, and transportation -
of ‘such equipment, - : . ' .

“In addition to the provision of the legisletion authorizing grant
aid, the President was 2lsn ¢iven authority to provide what we have
called procurcment assistance, The authority granted in this respeet
was limited to the provision of proecurenment 2id to those countrics
specificelly nemed in the act os reciplonts. of grant £id, and to such
other countrics as had joincd with the United: Statoes in regional and
colleetive defense arrangements. The offect of this provision is to
make it possible for the United States to use the procurcmént channcls
of the Defense Dgprrtment to buy militery equipment and supplies on
behalf of the countries I have alrcady nemeds on behalf of Canada,

. Iceland, end Portugel, which ore members of the Nnrth‘Atlantic'Trcaty;
and-on behalf of thosc Latin American republices that have ratifiod the
Ric treety.. The act requires, however, thet, in ‘such cases, the total
cost of the equipment to be purchesed be made available to the United

“States in advence, o o S

- The Congress. also imposed a nugber of conditions that had to be met
before the assistance authorized in the legislation could be rendered,
First, it required thet bilaterel agrecments be crncluded with each
recipient nation before any rid was given. These agreements, Congress .
said, must ccntain, in eddition to such ~ther provisions as tho
President might censider necessary in our neticnal intercst, spocific
provision for the use of the assistaonce rendercd for the furtherance |
of the purpcses and policies of tho act, spcecific provision for the o
furnishing to the United States or other countrics of reciprocal
assistance, :specific provision for'maintrining the scourity of any
cquipment or infermetion furnishedy ond specific provision that the
agsistance given could not be retransferred without the ¢ensent of
the United States, Although this legislative requirement did not
apply in the cases of Grecee end Turkey where such’ agreencnts already
existed, it did mean that no aid eould be granted to ony enc of the other
ncticns until we had mede such an aggreement  with that nrtion,
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Tn the cases of the Atlanbtic Treaty notions o whom assistance was:
authorized, the Congress madc additicnel conditions, which are of great
imporbence. The Crngress spent most of its time during the hearing and
debrte in studying the problem of aid to the Neorth Atlentic Treaty .-
countries. It asserted vigorously 1ts opposition to ony idea of
providing 2id to these countries unless such £id could be clearly and
directly relnted to o common defensc plrn, It was felt that there,
would be no value tc the United Stetes »r the recipicnt. nation if the
chijective was confined to the improvement of the individual militery
estoblishrents of these nations as unrelated and separste units.

 Consequently the Congress insertod conditions in the legislation

withholding autherity to expend more then ten precent. of the appropria®
tion for title I, unbil afber. the President of the Upited Staves had
approved recormendaticns from the Defense Committee and the Ceuncil of
the Narth Atlantic Treaty for the integrated defense of the North
ftlontic szren, The President was also dirceted to provide assistonce

~only as required to support ond further such defense plans. o

This is-pcrhaps anhappropriate»pcint ta be more specific as to
what was envisaged by the term nilitery assistrnee, Thers arc involved .
in this progren four categories’ of aid: first, the provision of military
equipment and suppliess sccendly, the prbvisian of technicel and draining
assistencey thirdly, the provision of assistence in cbtaining raw
maborials and machine tools with which rccipicnt notions ten inerease
their cwn production of militery equipnenty and, fourthly, assisténce
in purchesing equipment through U. S. governmental chennelss The
equipnent to be provided under this program is to come from reserve
stocks of our ~wn military forces, or from new production, The material
which is to come from our »wn reserve stocks, which will be roughly - '
two~thirds of the equipment to be provided under this ycar'!s progran, nay
be further subdivided into two categorics.

First, there is equipment of which we have a supply in excess of ocur
needs under current mobilization plens. The smount of such equipment
that cen be trensferred, as I ha ve indicated carlier, may not exceed. a
value of 450 million dollars, bescd on original ccquisition costs, - The
charge to the program for readying and.shipping this moterial is ‘presently
estinrted et about 75 million d-llars. ‘

- The sccond category of equipment to come from nur stocks is equip~
rment which is required under our mobilization plens and which, if
transferred, will have to be replacede The amount of such cquipnent
that can be used is determincd by the Secretary. of Defensc after
c-nsultation with the Joint Chiefs of Staff, The price bto be pub upen
it may be set by the Secretory of Defensc either at acquisition or re-
placement cost. From this it will bc noted that the funds appropriated
for this progrem will lorgely be. spent in the finel analysis for- the
manufacture of equipment in United States ersenals and factorics, with

4
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the products thercof finding thelr way either to the rceipicents or ta
the United States forces in replaccment of cquipment that alrecady has
been prcvided to the recipients, It is. cbvicus that this should have
a beneficial effect in cbteining snd maintaining safer lovels of '
production capacity in this country, R

The President has made it clear from the inception-of work on
this program that he would delegate authority and responsibility for
the direction and control of the program to the Sgcretory 8f State,
This was crnfirmed in the Exocutive order recently issucd which makes
the Secretrry of Stete responsible, The President uxecepted from this
delegation the euthority vested in him under section 303, which he
roserved to himself, as well es authority regerding a number of cther
toehnieal points,  The reason for assigning these duties. to the
Secretary of Stote derives from the basic purposes underlying the
program, .- The military assistance progrem is intended o serve as an ,
integrel pagt of cur forecign policy, and tc support and implement sther
policies, which, preperly related cne to the other, will serve to attain
the basic cbjectives of cur foreign policy, All sgencics of Goverrment
have been agreed that the Bepartment of - Strte is the logical peoint in -
the Government to be rcspansible for the blending intec a master plan
the verious political, econcmic, and militery instruments that may be
required to attein our goals, . ’ .

~ The fixing of such responsibility in the Scerctary of State has by
no means confined within the Departmont of Statc responsibilities for -
the implementation »f this program,”  The Depertment of Defense is
responsible for, and will carry out, the major portien of the operotions
involved, The Economic Cooperation Committec will play a significent
role, and other agencies of the Government will from time to tinme have
functions to execute, ' a -

This fact canbest be illustrated by a brief ~utlinc of the organi-

zational pattern set up within the Government, First, thce Sceretary of
State, the -Secretary of Defense, and the Aministrator of the ECA
constt itute a committee kmiwm es the Foreign litory Assistence _
Steering Committee (FMASC). This group will meet when and if necessary
to resolve importent policy questions, Designeecs of these three agency
hoeds have been appeinted to serve as the Foreign Military Assistancc
Coordinaticn Committee (FIACC), o natural outgrowth of the planning
committee (FACC) that wes mentioned carlier, ~ A

This group mects regularly and frequently to solve policy and
operrtional problems and makes recormendations to the Scereteory of State
as to the action which should be tokon, It is cheired by the designec
of the Secretory of State, Ambessador Jomes Bruce, who had been naned by
the President tc serve as Dircct-r of the program. - Secrctary Johnsen's
representative on this bedy is Generel Lemnitzer, who is established as

s
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the Director ~f the Office of IHlitary Assistance within the Office.of
the Secrctary of Defensc. ifr. Edward Dickinssn, @ high official of the
Feoncmic Cooperation Administration, represcnbs Mr, Hoffricn, Each of
these three men is responsible for the cocrdination &nd direction -of -
MDAP activities within his respective agency, and cach has authority
to represent his principal, v :

Responsikility for the implementation of the progrem in the - .
recipient countries is fixed upon tho Ambassador of ithe United States in
that country. In each of the European Céuntrios, therc 1s being
cstrblished within the embassy, as an inbegral part »f the smbassadorts
st~ff, a military assistrnce advisory group (known as VMAAG), headed by 2
flag or genersl ~fficer, and composed of a Joint Army-Navy-Air staff.

The BCA mission in each of thesc countrics serves as steff to the
arbessadar on the ec nomic aspects of thé progrem, and acditionnl
diplomrtic staff is provided as roequircds In most cases o top-rank foreign
secrvice officer hes been assigned to'act as special assistant to, or deputy
for, the ambassador on militery oid mattors. Similar arrengements are
being made in title IT-and title IIT countrics, althiugh there are
variations as required by the leocal situctions )

Tn the Buropean arca, where it is cssential to maximize ettontion
upen the interrelationships of country programs and their integration
into a contrel design, the Secrctory of State has designated the
Honorable Lewis Douglas, Ambassad:'r te the United Kingdom, as his repro-
scntative and as Chalrman of a top policy committee known as the Europcan
Corrdinating Gommittee (ECC), . The other nembors of this committee are
Ambessador Averell Harrimen, reprosenting ICA, and. Generesl Thonmas Handy,
Commending General, Eugopeaﬂ,lheater5 renresenting the Seerctery of
Defense and the Jeint Uhicfs of Steff, This committce meets at irrcgular
intervals - and provides advice to the Seeretary of State regarding the
policics afid procedures of the program from the Burspean regional point
of view, ‘The committee is served by a staff lecated in London; which -
hes pérsonncl assigned by State, Defense, and ECA, This staff, hcaded™
by an Ixecutive Director, who reports tn the. Chairmen of the commitice,
provides & freal point for rogienal conrdincti-n of program operations.
in Buropes It not only scrves as steff to the crmmitbec to which it -
reports, but alsc provides advice and guidance to tho embassics and
makes reccrmendations and suggestions to the Office of the Dircctor
in Washington, It works in clesc gooperation with Unitcd States
representatives on the various sub-bodies ~f the North Atlentic Treaty
crganizetion which are lecrted in Londen, '
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I do not know tc .what oxtent you gontlemen arce informed regerd—
ing the Atlantic Treaty crgenization, but yru probably realize there
arc five regional plenning groups sct up, which are subordinate to thé
Militery Committee,. Thrue ~f thesé five greoups are located in Europe,
General Hondy is United States representetive on the western European
group,. General Cannon, on the northern European greup, and Admiral
Connally on the southern Europesnewestern Mediterranean grotp,  These
three officers, ronking members of ‘their services in Europe, are served
b a joint starif in London, known as JAMAG, which is' commanded by
General Kibler, JAMAG also sorves as a frcel resional organization in.
Lendon, on-the military side, to provide advice and guidance cn the
purcly militery aspects of the military assistance program to the
military personnel stationed in ocur erbassies, smd to channel to
Washingbon the regicnal militery vicws, ; ‘

After hearing sonething of the c-mplexitics of this organization--
~and I have nct touched upon scme of the aspcets thet are pertinente--you
will probebly find it difficult tr beliuve thet ‘anything is actuelly
accomplished, - Yet, as » mattor of fact, considerablc work has boch
done and operations are proceeding relatively smo-thly. The ~rganiza-
tion is nct censidered perfeet or immuteble, It is the best we have
yeb been able to evolve, which tends to sssurc that =11 relevant
fagdors and considerstions will bo breusht to bedr upon the selution

of our prcblems, : s :

- - . In cerrying out the responsibility vested in- him for the imple<
mentation of the,program,'the;Secretafy of State, through his special
assigtant, the Director of the progrem, has established certain basic
procedures, First and foremost, it is necessary to state for each.
area'and/br country in the program besic concepts as to the object-
ives, -political, economic, and military, which are sought. by the pro-
gram, Next is the formulation of specific plans for the carrying out
of :the concept. Another step is the developrient 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 with the progwam, and which will
provide the basis for evgluation of the effectiveness of the program in-
attaining our objectives, R : . ‘

To trace this process with respect to the hypothetical country of
Graustark mey be informative as to the actual procedures, Let us ‘
assume that Graustark is a member of the Nprth Atlantic Treaty., The
basic concept is pretty clearly outlined in the legislative  terms.

Ve seek to assist Graustark to equip its forces with the kind and

amount -of materiel thet is eppropriate to the role Graustark would
play under the common defense plan of the tresty. We insist that

.
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Graustark help itself to the meximum exbent it cen and we also insist
that, if Graustark is in a position to help other treaty members, it
do -s0, We insist that we supplement and not replace Graustark's own
efforts, e insist. that the improvement in Graustark's militaby
position not involve expenditures. or efforts which would jeopardize.
- its progress towards achieving economic recovery or its chances of
maintaining economic stsbility thereafter, We insist that. the forces are
to be equipped within Graustark's ability to support them and that our
assistance in end items be confined to nonconsumeble capital equipment
which will have & long-term value. T ' Do s

Tet 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
55 to make a contribution to & tactical szir force, ILeb us suprose

further that Crausbtark cen maintain two divisions of infantry within its
budget, that it has adequate naval strength to perform it naval mission,
and that it can maintain a squadron of aircreft. e must then determine
what table of equipment is required for the ground and air forces
involved., We must ascertzin what part of this equipment is now -on hand.
Te. must £ind out how much additionel equipment will be produced by
Graustark, and what it can expect bo obtein from other sources. Thus,
in the case of ground forces we may Find that there arc left shortages
in tanks, rifles, and trucks, which cennot be met from Grausbark!s
resources. e may find thet the aircraft which fraustark necds can be
supplied by another treaty member. Accordingly, we have arrived at a <~
conclusion that Greusterk nceds certein quantities of tanks, rifles,

and trucks, end thet its needs for naval and air equipment can be taken
care of without any help from us. ’ :

Similer compubations have been made concurrently with respect to the

needs of other countries, TLet us assume thet in the category of tenks,
the total necds of Crausterk and the other countrics in the program are
for 500 tanks. We must now look into the availablility of tanks in the
United  Stetes. We may find that there are 100 tanks availlable in-our
stocks, which are ecxcess to our needs, end thet the Joint Chiefs are
prepared to make another 200 tenks aveilable from reserve stocks, subject
to replacement, This leaves a requirement for 200 tonks, which nmust be
net from productionse Ye must now make a comparative evaluation of the

urgency of Craustark's need for tanks as contrasted with other countries
that elso need tanks. Based upon these studies, we mey conclude that
Graustark, which necds 50 tanks, should receive 30 tanks from extess and
reserve stocks and 20 from new production at a later date, Thus, we
nave a bentabive figure for supplying tanks to Graustork and this figure
takes it place in our over-all program. This progrom is discusscd with
Greustark's outhorities, snd agrecment is reached with them that we
will supply certein equipment.

8
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. Qur embassy in Gravstsark and its military advisory group then proceced

to plam the implementrtion of the progrem with the Grausterkions, Inquiry
is made into the readiness of the Graustork forces to utilize tanks. It
may be that five tonks are all that Graustark can cffectively use during
the first quarter year, Our mission will accordingly requisition five -
tanks for delivery’in‘thatAporibdg' This requisition will be handled = .-
through the regular procurement channels of the Army., Our mission nay

find that Graust-rk tenk boys are not familiar with cur tanks and that

‘& course of instruction at the ‘Armored School at Ft. Knox is in order,
It may be fourd prefersble to have a tonk expert come to Graustark to

- train the locals in tank ‘operation and maintenance, ‘

Yhen the program is finally agreed mpon with the Graustarkians, it,
-~ together with other progrrms,”is submitted to the Secrctary of State for
approval, HFollCWing.apprGVal, funds ere allocated by the Department of
- State to ‘the Department of Defense and by Defense down through channels
~tothe verious technicsl services, = When the tank requisition from -
Graustark srriveg in the Department of the Apmy, appfopriatevsupply
action is taken to insure the conditionfng, packing, and transportation
of the tenk, At each. step of the way a careful record is maintained.
AHSummany“rgports.of‘supplyvaction arc furnished the Director of the
program pceriodically so he cen be informed as to the progress of
implementation in the plang. '

: L . 4

After the tanks have srrived in Graustark and- our mission has given
the requisite advice sngd instruction in their usey a careful watech is
meintained to . determine how effectively the Groustrrkiang are using this
- equipment end to assure thet it is boeing uscd £or the purposes intended,
Rgports are made to the Director'by'the‘mission3 end evrluation of
cffect on Grausterk's military strength, morale, dnd political situation
is based thercorn, : ' : S s :

Let us further imaginc that Grausterk is a country thet has factories
that can produce, let us sayy machine guns, but that although menpewcr
is aveilable, the present output of these factories is below capacity,
because of the lack of certrin uachine tools and raw noteriols, It is
not feasible, let us postulate, for Groustark to obtain such tools or
_materials without paying dollars, which arc msre urgently necded for
.- otherimports essential to ceonomic recovery., Under the IDAP legisla=- -
tion, it is possible for us to purchase the raw materials or moching
tools for Graustark with which she can increasc her production of
‘mechine guns, The estimetes we have made indicatc that by an investment
- in- Burope of about 85 millions we can over a 2 year period achievc an
inerease in production in Burope of five to six hundred million dollars
in value, B ' B '
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. In the case of Croustork, os outlined, we will provide assistance
in the form of end'itoms,,in thé*formgbf'training,_énd by procuring
tools nnd meterials ncedod. for inersased production, This is a
ro;sonablyfécduratc;fapsimilefof-what has boen and is toking plece in
the militery assistonce program, = ' co

We have econcluded the bilatoral agrecments with the Atlantic
Treaty powers, which were required by-theflegiélation, These negow
tiations took about 2% months to complethes The North Atlantic Treaty .
organization has made recomnendations. for an integrated defense of the
arez, which have bcen accepted by the governments invedved and which
have been approved by the Prcsident. . We have had technical discussions
" with these countries and have arrived at agreement as ‘to their necds,
< thelir qvailabilitics,;and,nét'deficioncios,fand as to the portion of
the latter which we will endeavor to supply. In the casc of Army and
Navy items, these have. been checked against aveilabilities in the
United States, end over=all Army and Yavy progrems for title T arc |
‘being cpproved as of today, The Alr progrem is expected to be. approved
within 10 days. Some funds have boen rlloceted and more will be :
allocated shortly. Suppily action has alrcady becn initiated. The
ombessics in Burope have, in most - instances, alrcady been augmented
by the initisl inecrements of military personncl, and the next 2 wecks
will see this completed, Initisl shipments, based on cxpectations as
to content of finsl cpproved progrers, arc being readied and: should
toke place in a few weeks. Stoady flow will probably cormence in 60
to 90 dnys. '

The Greck and Turkish progrems have boon continucd, although they
arc being re-cveluated in the light of the successcs in Greece and the
necessity for trking into sccount other demands upon our rosourccsSe '
Prograns for Korea, with whom rn agroemont for aid and for ¢ large
militery mission have béen concluded, add for the Philippines, with

_ whom the deteils of agreement have been reached cxcept for formali-
zation, will be approved shortly ond supply action begun.

" Arrangements have been worked out whercby the Cahadian Government
can procurd cquipnment for its defensc necds snd to further the policy
of stenderdization of equipnment with the United Strtes, Similar
arrongements with the Latin Merican sbetes, which want ond can afford

. to buy cquipment, arc being worked out. Studies in both the Departments:
of State and Deferse, with respect to the Few Eastern situation, have
been going ong and it is 1ikoly that specific rcecormendations to the
President with regerd to the use of the section 303 funds will bc made
in the not too distent futurc. It is anticipated that such programs. of
militery assistance as may be spproved. by the President under this '
scetion will be administored through the estrblishod channels that T
have desecribed. -

10 ,
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All in all, substontial progress has beon made, and founda-
tions cstoblished which should assure repid and cfficient opera=-
tions, ‘The progress thet has been made is in no smoll meosure
due to the attitude of cooperstion, which has cheracterized the”
personnel of the - agencies concerncd, both civilian ~nd nilitery,
and the willingness on both sides. to sdjust individual points of
view in order to solve the problems.  This augurs woll for the
future, 3 R S

Our 'present concern is to move ahead repidly with this year's
progrem, It Is nlso directed Yo the necessity of sceuring congrosse
ionol approval and eppropriations for the continuation of the pro-
gram next yeer, We are actively working on thesc problems and are
hopeful that by 15 April we can present legislotion te the Congress
which will provide thcrefor, :

- We are confident that this program and succcceding progrems,
if well conceived end properly excouted, can serve to strengthen
our fricnds end wern our foes, so that war can be avoided, or, if
1t must come, that it can be won with the least cost in lives znd
fundse If we can, as the President said, make clear that an athack
will be'met with effsective resistsznco and defeat, we may well
discourage potentirl aggressors from cggression zgoinst us.

Thank yous

MR, MUNCY: Genmtlemen, as T listened to Mr. Bell this morning,
it occurred to me that, aside from the foreign relations aspect of
this new law, there is a very imminent problem involving our own
ceonomy,  Perhops this is one of the first, if not the first, time’
that we have had in pcacetime a gajor militery procurcment program,
and at this time it is on top of 2n cconomic system which is already
opereting et top speed. I think it will give us an opportunity there
to observe somc of the problems that arise in regard to the conditions

that we would find in czse of 2 rcal national EROTELNCY s

Néw, who has the first question?

- QUESTION:  In your Graustark ¢xample you mentioncd the matter of
the production of machine guns by Graousterk,  Now what I would like

- to know is, in our policy of standardization, the more or less
standerdization of arms of thesc vericus countrics, and this policy

of menufaeture—--for instance, letting Greustark monufacture its

nochine guns~-would that put the burden on them of menufacturing |
machine guns for all of the countries, or would other countries be
manufacturing guns?  In cther words, would each country be specializing
in one or morc items of cquipment? R '




MR, BELL: The .problem thet you bring up is cnc of the most |
difficult in this whole businesse e are trying to approach it in a
variety of ways. In the first place, the question to be asked with
regard to projects for additionel production is, first, 1s it some-.
thing thet is necded under this plon? You then have o whole serics of .
questionse One, for cxauple, is, what are the cerneomic aspects of
production in Graustork? laybe Grousterk's production of nachine guns
is the most costly rnd you would not like the production for that
reason,  You have to look st the demand for mrehine guns. ~Maybe they
don't need any. Another fretor thet hes to be trken inte consideration:
is whether therc is eny stretegic objection to production of machine
guns in Greustark, : o o

‘As far as Grausterk producing beyend its own necds, our hope is to
cncourage to a mexirum degree that kind. of production where the equip-
ment is nceded by other countrics. That brings you, however, right up
ageinst one of the hardest problems thet the whole treaty orgonization
has to face, what kind of financial arrangenents can you meke to cover. .
trensfers of. equipment between countrics. Our ideal is thot o country
nemufacturing machine guns for usc of a forcign country in the troeety -
would require thosc machine guns as part cof ibts cwn defenses, But it
is not quité thot casy.. : o : :

QUESTTCH?  Cotdd you explein to us how the Militery Supply Board
of the Atlentic Treaty orgenization fits into the othor orgarizations
in Furope which you described to us, and, roughly, what its. functions
and its composition are? ‘ o

: MR, BELL: The Mlitery Production Supply Board is 2 body set up.
wnder, the Yorth Atlentic Treaty, which is subordinate to the Befense
Committec, The Defconse Cormittee is composed. of cur Sgerebtary of
Defense and the defense ministers of the other powerse The Military .
Production Supply Board is composéd of top~level production and supply
peoplé in the varicus govermments, Ouf representative on that board -
is the Choirmen of the Munitions Board. The Board's top-level nen mect
only ss required, but they heve o permenent working stoff thot is made
up, at least on cur sicde,” of top=levcel people, too, General Hayes, as-
probebly meny of you know, is the United Stotes representative on the
Board!s werking staff, I don't gecall the nemes of the other countries?*
representetives at this point. That permenent working staff is located .
in London and is operated on o full~time basis. It has & charter from.
the Defense Committec, which sets forth its respongibilitiess The main,
problom it has to deal with is trying to find ways and means, through
production end through interchange, of meeting the deficiencies:- .
involved in the treaty. It is attempling to teckle the problems of &
trying to achieve intcgration of preduction in Hurepe, but is meking.
very slow progress. There arc many, many prcblems in connection with




it, not the least of which is sclving the license problem in the United
States, I.can't give you a ruch more det~iled answer than that,

MR. MUNCY: T see we have a rélétively large number of visitors in =
tho audience“this.morning; I wonld like to invite then to participate
in the questions, if they desire, R L : o

" QUESTION:  Ybur~progrém seenis to me to step upon the sovercignty of
these various countrigs, I can scc = government might want a few million
dollers for a Tew years, but, when you go in to edminister it, I can see

aflot'oﬁfﬁrcubleipopping’up;' How do you get around it?

MR, BELL: T 'don't think it is going to cause us a 1ot of trouble,
The administrrticon of the program inv:-lves, I would say, relatively ‘
little, if ony, iﬁfringement"on*the7soVemﬁgnty of these countries, You
start, T think, from the point of view. that in- carrying out the North
Atlantic Trecty each government “has comnitted itself to doing what it
can to improve the“individuaIFénd:collectivarcapacity,to,defend them—
selves, . This‘program‘callsffﬁr~Supplying;equipment.tb.a_particular '
country, - luch of the information I spoke of. obtaining is gotten from
the country itself,’ 45 far as thc supply operation is c¢oncerned, we
will have in the Nation a small group of people who will work with

those foreignfmiliﬁgry'adthbrities,'Who“will in each case approve each

requisition, and so it will be, in-fact, a request from them upon us,

~“The reasen for having our people there working on requisitions is-
thaty because of the complexities of the United States supply system,
under this program, we have to deal with something like 27 different
technical services in the United States Department of Defonse which
“have various systems of requisitions, supply, ond accounting, ~So it
would ‘be very difficult, It ig not. something we can get ono offiver

in the United States to do, We hove to have them from each service, 7
While you might say, "let the Grauvstarkians make their own requisiticns,"
the chances ‘dre that that would hardly be~practiceble.“vlf.they sent in
a requisition that was erroneous snd it rcachod the requisition supply o
- sergeant, who noted it was incorrect and tegsed it.in the box, nothing ¥
happens,. If they submit thet requisition to ~ur man in his own country,
that man will ‘be expert snd will know what kind of equipment it is that”
is wanted, whcther we will Have it, what the time leg is likely to be,
end §6 on, “We have included in the bilateral ogrecments with thése
céuntriés’proviSion'fdr‘theaaddition.of these military increments at
our smbassics, ¢nd, while we have hed some problems in connection with
that, they havelnot.?eallyrrcvolved cbout major issues, S
QUESTION: ~ My question hes to dé with the international legal :
complications, I want to cite this as an cxamplé, Assume that France
comes up with a requirdment for @ thousand jecpss. The requisition
would be elear, They 2lso have copacity to build a thousand Jjeceps, but
they don't have the plens or know-how, Does thot mezn, for instance,
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ﬁh&ﬁ”TWillyS‘Woﬁld contribute the plans ond we would pay THllys for
royelty rights from this billion dollers that has been appropriated? -

7 MR. BELL: * I won't pretend thet we have solved thet problem, The
question ‘of license, as I mentioned a moment 2go, is one of the most
difficult. Ve don't c-ntemplate that we would be paying Willys for the
license, But it is going to take o lot of work, and it,probably“will

be .2 long tim¢ before we hove the answer. to that question.  As rogards
petonts, we had a petent provision in our bilateral agreements, but.nc
one, including the -gentlemen in each committee, could reelly understand

it, end it is going to'hove to ve -supplementéd by further agrecmonts. T
But we erc going to heve a lot of specislists sit down and work 1% out,

QUESTION:  “There have been, articles in the newspaper and different
magazines recently ebout the action being initiated within the Communist
orgenization in Frehce to provent the landing: of these shipments that .
we qré‘sendingVGVer*there.-II,Vonder»what we are doing about that or
what the French Government is déing sbeut it, ond whetheér we can expect
‘that thcse supplies will arrive,: T understend the Communist organization
is perticularly strong in the longshorencnts union over. there. e

MR, BELL: $his problem is a very real one, Colondl, and it 'is by no
means confined to France, Our information shows quite. clearly that there
is & centril directive to the Communist. Partylin Furcpean countries -look=-
ing toward maximum interfercnce with the shipments of equipments I think
that this will be likely to be.concentrated on the first shipment in cach
case and the suceess or lack thereof in that effort will serve more- or
Tess to détermine how much'is to be.expected with respect & further - -
shipments, Ve have been consulting with the French Government and other
governments with repect to this problem. We are quite actively working
on all aspects of it, first, on the propaganda effect and ways-and mcans

. of public informotion to countersct that, There has becn agrcement <in”
‘Buropean countries with us that the initiative should be taken by the '
lscal governmentse The other aspect of the problemis the dctual -
physical interference probloms. That is being worked on very ‘aetively
indeed by:the loéal governments concernede France, for ex?mplc,»has
"plans worked out for demonstratiens with French.forces near the ports.
at about the same time the shipments are to come fvers Work is:being
chordineted’ through non-Communist:labor orgonizations looking toward what
help lrbor itself can-give us in meeting_this‘problem,i To date they have
not met with great suceess. The problem is perhaps worse in nerthern
Ttaly then anywhere else, We are hoping to cover: that by selecting a .
port where the Gommunist'strength'is~nqt,as,grqat;,p@fhaps’Naples. There
is a little problem of trying to cbtain a coordinated approach with cach
of the other governments c~ncerned, but looking largely to-the lecal

government itself to méke the specific arrrngements that fre necessary -

to cover the situatioms - ¢
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QUESTION: Is any further ratificaticn of the bilatcrals necessary
before thay go into effect in regerd to shipments? ;

MRe. BELL: There are some=-I don't know which ones they are--but
therc arc scveral yet to be ratificd by the BEurcpcan parliaments, One
" I do.know is the Norwegian, and there are several others, But we don't
anticipate that is going t> be any problem, It is®just a matter of red
tape., If the red tape deesn't get through in time, it will delay the
program, but it will get through all right,

~ COLOYEL McCULLOCH: " I was interested in your statoment that the
President had assigned’ over-zll responsibility for policy direction to
the Becrctary of State, Then, I belicve you said later in your talk
that, when the requisitions came in, the State Department would make
the allocation of the funds, Specifically, what supply bill will carry
the funds for the military aid program; who will control the allocation
of funds; and, further, what elements of cost are included?

MR. BELL: First, let me say there were two processes of meeting
costs. -One is the funds apprepriated under the legisletiony the cther
is in the form of local currencies advanced by the recipient govermments.-
The law provides that, s~ far as poseible, administrative expenses abroad,
say in Francc, should be borne out of funds advanced by the French., Now,
in cur bilaterel agreements, we have made supplementary agreencnts with
‘cach of these governnents providifg - for & range of figures that repree-
~sent our estimates as to how much local currency for administrative
~costs in that country will be needed. Those funds will be advanced by
those governments and used for classified administrative expenses.,
Allowances, for exemple, cver and above the normal pay would generally -

conie out of such funds,

8o far as the actual procedurc for the allceation of funds, I
probably: have confused you in my presentation of the programs, Actually
‘it was worked cut in great deteil by the nilitery establishment, and we
participate with the nilitary esteblishment from time to time as it is
appropriaste. The actual procoss is for the over~-2ll program, If I may
take the Army pregranm for title T as an cxample--that program is de-
veloped through the military establishment and submitted to the State .
Department, Therc has boen, at varisus stages throughout this develop—-
‘ment, joint action on it, so that the thing submitted to the Stato
Department is protty well agrced to bof-re it is submitted, As a
matter of fact, the Secretary of State approves the progren and allocates
the funds=~=acc rding to the funding pr2gron, which depends on the rate of
expenditurem—-t- the,secretary of Dufense. The Secretory of Defense sub=
ellocates thrse funds within the Department for the purpcse of carrying
out the progrem. I believe the theery is that they arc allocated by the
Secrctary of Defense to Army, Mavy, and Air and by the Amy, Nevy, and
Air down through their respective esteblishments to the people who will
actuelly have te de the prreurement,
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‘ COLONEL McCULIOCH: ‘hich supply bill will thrt be in? i1l the
noney be sppropriated to State or te Defense? ,;

MR, BELL: The money in the original act was appropriated to the
President, The President delegrted his authority to the State Depertment,
and the State Dopartment--I say State Department all the time but this is
generolly o three-agency operation, The State Department has the moral -
respomsibility, but it is obvious that it must be croperative, We have
to go to the Budget Burcau to get an apporticnment of fundsy the Budgct’
Bureau prepares o paper which the Prosident gignsy it is then signed by .
the Secrctary of the Treasury--the “Yomptroller General in persen finally
depcsits it in the Treasury--upon which requisitions ney be made. The -
State Dgpartment then sllocatcs those funds to.Defohsc; Defensc sube
allocates to Army, lavy, and Airy ;

QUESTION: lr. Bell, you said, I believe, that one cof the conditions
for shipping thc equipment is thet its mainténance will be the responsi=-
bility of thc country to which it is shipped, is that correct?

IR. BEIL: I think I was referring to the upkeep of it.

;QUESTIONER: Yes, sire, Could you elaborate somewhat on that policy,
particularly with respect to sparc parts snd the possibility of procuring
sparc parbs in the other ccuntrics rather than to -have thern furnished by’
our ccuntry? ' : - : ~

R, BEIL: Well, the spare parts problem is a very complicated one.
The hope is thet it will be possible to mect sparc parts necds, at least
in pert, from sther scurces than surs. Onc of the ways we arc hoping to-
get the things is in the Buropcan countrics where it may be possible to
go into the menufacture of spere parts and roduce future demands upon uSe
This is complicated, however, by the license problens end the qugstions
involved in the releasing of technicel drewings and blucprints, There is
scme hope of mecting part of the problem by spare prris now in Furope,
which arc not being used. There are two caches of such naterials., Ve
“at present know of onc in Italy ond enother in Belgium, which arc not :
being uscd. The problen of inventory is a. very large problen, wherc you
have warchouses full of stuff, but you dn't know what it iss It is '
going to be tough to inventory 211 that meterial.

QUESTION: You menticned that most of the moncy probably would be
spent in this country for production, We have clso hoard reeently about
the terrible dollar shortage in all Europuan countricss To what oxbent

are we planning to spend money--we will toke a place like Switzerland,
for example, thet has some runitiocns menufacturing ebility, also France--
to what extent ere we planning tc spend money in Burcpean cruntries to ’
build these items in order that we may not have not only tc spend money
but 2lso to oxport resources of stecl and iron and all the rest of the
things we have?
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FR. 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 eguipment in those
. ‘countries, It is a difficult question because there may be in a
sparticular country a particular kind of thing that they make especially
well and which we might want to keep going. The European countries,
however, cannot buy in Switzerland without having hard cureency, The
Swiss franc is harder than the United States dollar, and they won't
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 very 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 National
Security Resources Board, and it came up with the opinion that carrying
out. the progrsm would not have a material effect on our present resources.
T think the largest percentage of national output with respect to any
one item was 5 percent, Thet was in cold rolled steel plates, It is
not a large amount in any cese, C '

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

MR, 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 gconomically,
if there’ are no military reasons why it can't be produced in that
Jlocality, and they have the equipment, it should be produced 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, What
we are hoping for is a long-term project, and it is not going to be
settled in a year or two. What we are hoping to achieve in Burope is
capacity for meeting most of its own 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 problems, it would be
much simpler, ‘

MR, MUNCY: IMr, Bell, I want to thank you on behalf of the College,
the faculty, and the student body for your fine presentation this morning,
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