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...COLONEL-BERKELEY: Gentlemen, the problem of'wozld security 'is 
intimately related, to ,~ the economic recovery program of.western -Europe, 
The~.:United States ~as evidenced its interest in this probldm through 
a series-,of legislative acts that are unprecedent.e~ in the ihistory of 
our count~rY. Economic stabi'lity is.-a p.rerequisite, fo~. poli%ical stability 
and an ~nsoparab~e elemen~ of m].l~ary power. 

Our-speaker today, graduated from o,.al~. University in 1928. For l& 
years ~her~after he was associated with his distinguished father, the 

..... ~ ' present ~ Congressman from the. %let District, former~ Senator of New York and 
in the cpe~ration - of ~som~ ].5,000 acres of diversified farming in Northern. 
New~Y:°rk~ i. During the war he served as .the Assistant Indust.r~a!':Relaticns 
Managen~er fhe Curtmss-Wr~'ght Coroorat~on. .... ~Fe±.Iow~ng that, :~.~ entered 
Government s arvice as the director' of one of"the major ~iVi-~ions in the 
~ar Assets Administration. Subsequently, .hewas .asscciated With the 
Air Transport Association of America. At present, he is the Special 
Assistant to Ivlr. Paul Hoffman. It is a privilege and a pleasure to 
welcome our speaker today to both the .Industrial College of the Arm~d 

r.~ - a ,- 

F o r c e s  and to the t~ationalWar ool±ege. Ne Will speak cn the European 
-RecoveryPrOgram .as it,affects and influences the ~orth AtlanticPact 
• ~istions. Mr. James J. ~adsworth. • ...... 

MR. ~ADS~,"~ORTH; Thank youvery much. Gentlemen of. the C0].~lege: 
After an introduction like that ~I can hardly wait to hear. what I am 
going to say. I am sincerely honored at the chance .to get down here 
to. talk with you for a few" moments on this sub~ect to which we are so 
dedicated in our own_Federal agency, E.C.A. 

I have had several~discussions with Colonel Berkeley about the 
line which my remarks might take .because, having oeen associated, at 
least "to some extent, with politics and politicians for a long time, i 
have been exposed to speeches of. all kinds, and in gneat number, and 
at grea.t length I and, althongh I hope I haven't.inherited any tendency 

. to lack terminal faoi~ties,~ I do fee]. there i.s nothing qu±te as b6ring 
as listening to something you. haveheard over. and over again° I think 
I would liketo risk semen.repetition, howew~r-.-not knowing exa~tiy what 
you have-.heard about the Eurcpean Recovery "Program--tO sketch very 
briefly, for you the history of it,[ its beginning, its concep.t, and then 
we will get to the .actual achievements of. the program and th@ problems ~ 
that we still face today. . - - 

: You have all been told, and of course' you .rememoor, that in June 
of. 1947, the Secretary of State, 'General.gars~all, enunciated this concept 
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which has, immediately thereafter and ever since, been known as the 
iiarshall Plan. 

I may say parenthetically that if you 60 over to ~urope, as it has 
been my privilese to do several times since beComins identified with 
this agency, it is utterly futile to talk about the ECA program or the 
Economic Recove~y program. If you talk about the ~,arsha.ll Plan they 
all know what you are talking aoout. One man immediately fsaid,. "It 
gives us chocolates." -I don't imagine General i~larshall had any idea 
that the people who would be in the ra11..oaa" ~ ~ stations and walking 
around in the streets of Paris and in the little shops -~ould think 
that because of him they were finally going to get some chocolates. 

He had a concept which he expressed very cogently and briefly in 
that he called for cooperative effort on the part of "all". of Europe 
and said that if they could make plans to get together,, then the 
United States would be willing to do its share. I underlined as muc~ 
as I could that word "all", "all of Europe," because the General said, 
"There is nothing in this concept which is ~o be considered as being 
against any nation, against any political System, a~ainst any ideology. 
Europe having just come through the most'destructive war. in ~histony, we 
fedl if Europe .can get together--the vanquished andthevictors--we are 

~" w%!iing to he/p, and ~ut the world.back on its: feet by that much." 

Immediately after that, the leaders of several European Nations met 
at Paris to talk. over this chal.leng~ that if"'they could g'e~ together the 
United States -would be willing to help.. To those meeti~gs came i~r. 
ivJolotov, giving us, for at least three days, the hope that we could get 
the cooperativ~ effort of all Europe. 

But after three days he walked out, and he walked out for a very 
obvious reason, that Russia as a nation is hot interested in economic 
recovery for Euroge. Economic recovery.will, as Colonel Berk.eley said, 
lead to not only economic but political stabi]_it'y a~~d to military 
security.. No; communism doesn"% thrive on ideologies'of that sort. 
Communism thrives on chaos, on uncertainty, on a'. sens~ Of insecurity , 
and, finally, in the last analysis jus~ bef.ore communism takes over~ 
on desperation. Because it is rarely the healthy, well-fed, well- 
clothed, or well-housed individual that embraces the '!isms" .such as 
commUnism~ Fascis~, Nazism, any of the types ot .totalitarianism that 
we have seen parade before us 'in the world over. the p a.gi~ half century. 
So Rir. ~olotov took all the "satellites" with him, and from that time 
on, there has been only western Europe in the Plan. The Iron Curtain 
clanged down with horrible fina].i~y.- I believe it was ~slter Lippmann 
who coined the phrase the "cold war" soon Rfter 'that.. 

In the spring of .]948,-after probably the most comoiete and exzensive 
study that has ever been given to a legislative problem-in the history 
of the United States, the Congress passed the act under which we now 
operate. 'There was a feeling in that act, and in the language of the 
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act, and in the hearts of the Congress that this would prove not to be 
merely~a defense--if you will--a barrier of some sort, a roadblock or 
a dam to'stem the onrush of communism. ThePe was still some hope that. 
with the example of cooperation in westerh Europe beforeZhem the coun- 
tries of e~stern Europe would see what so many people have been forced 
to see; that !'united~they~stand and divided Zhey fall." 

But it hasn't worked out that way, and the original concept as 
first enunciated by Generalgarshall and the ideas we h~d when we first 
tookonthe job have been changed to that exten$. ~e knew it would be 
our job to get.the internal economy of the European nations UP to prewar 
• levels or a little better, anQ when we .say "prewar levels" andtake 1938 
as the base, we must realize thatthe' year 1938 was not a very-happy one 
for Europe. That was.the first problem that stood before us and g very 
• challengingone it was. Yet as time went on and as the Communists with 
singlepurpose pursued their schedule in'the cold war, we found our- 
selvesfightingmore a political battle, almost J than an economic one. 
~e found ourselves the cutting edge--if'I may callit that--~.of the 
United States foreign .policy in so far as Europe was C0ncernedj and 
little by iittle ever%hing we have done has led toward that goal, 
toward ~nning the cold war. in SO far as.we Could. . " 

The Communists, of cour.s.e, have done everything short of actual 
military marching. Every day in every community, people in Europe attack 
the I~lars.hall plan with fantastic inconsistency, but with so much repe- 
tition that, under the old propaganda dictum that the more you say it, 
the more people believe it, people still do believe. They balieve in 

; • , ° ~. 

most fantastic ~nconslstenc~es such as thlso 

I happened 'to be in Paris last fall and two Communist papers..came 
out on the same day. )One of them said, "This whole Marsha].l Plan is 
an imperialistic scheme.. America is going to take over. Europe. Beware'" 
The other one said, "America • is ready.to drop Europe and leav~ us flat 
as soon as. the Americans have gotten rid of their ~farm surpluses"--and 
perfectly straight-faced. They have the nerve to Come Out and say 
completely contradictory things and expect people to believe them, and 
the sad fact is that some p~ople do believe them• - ..... 

So we havethat sort o£ thing to fight--propaganda, the strikes, 
the slow-downs~ the violence. Everything possibl~ to stop economic 
recovery in Europe ~ has been done, but has failed Because, with the 
increasing ca.loric i~take in.the dailydiet, with the gradual dropping 
of restzictions, oP.rationing, and the comparative ease of getting things 
thathad beeh gone for so long,, a sense of strength communicated itself 
upwardfrom the.Pe0Ple to the governments. As an outstanding example, 
the FrenchGovernment did not. hesitate--shaky though it had been for 
months--to put dovn% the Red-inspired coal strike'%Jith an extremely firm 
hand, and the people backed, it up. That is one of the things we feel 
the ~larshall Plan has.done, with. a great measure of success, the restoration 
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of confidence in the plain people; which inevitabl~[ , though slowly, 
works up to and 9uts stiffener in the backbones of their leaders. 

I don't know that I should go into any statistical discussion with 
you as to the success, or lack of it in certain directions, Of the 
~arshall Plan. Generally speaking, we have completed the first ~ ~hase 
of our offensive. ~e have brought the internal economies of western 
Europe up to a prewar level or better. The people are comparatively 
well fed, comparatively well clothed, and comparatively Well housed. 
There is a great deal yet to do. The diet is back to prewar and in 
many cases above, yet is very uninspiring. It has sufficient calories 
in it, sufficient energT~ so that a workman can go out and do a day's 
work. I~ieat isn't there in quantity and price yet. Dairy prodUcts are 
not up to where they should be. 

But one of the things the Europeans pledged was that once they 
got their economies up to the prewar standard of living, then they would 
stop adding to their standard of living and would put the rest of their 
production into what we like to call "future," work-making, production- 
making, rehabilitation of plants, and, particularly, the acquiring of 
technical know-how, which is going to be absolutely necessary to the 
continuation of a healthy European economy. 

Anybody would be stupid and much too much of a Pol!yanna to claim 
.we have made a complete success of the Plan. ~Je can ~'point with pride" 
but at the same time we still have to "viewwith alarm." We have'a 
long way to go and only two years in which ~to get there. :',iext iv!onday 
is the second anniversary of the !~arshali Plan, and in two years we 
believe we have accomplished a miracle. But if, in July of 1952, we 
can sit back and see the job completed, then it will be a much greater 
miracle. It will need more miracles for perfectly understandable and 
very simple reasons. It will need miracles such as the voluntary discarding 
of c entury-.Old traditions of distrust and:hatred~ the voluntary discarding 
of nationalistic monetary systems;the voluntary discarding of trade 
barriers. 

All the different things we are asking western Europe to do today~ 
are as Mr. Hoffman said something that n.as never been accomplished J.n 
all European history. ~/~hen people cannot speakfreely together; "~hen 
people cannot trade freely with each other; what wonder thag there is 
distrust. So western Europe is trying to take that bull by the ~orns, 
and its leaders know exactly, what ,is necessary.' We speak of it very 
glibly as integration and we say to ourselves, ~ "V~hy can't they integrate? 
All they have to do is to set up a common c urgency, knock do~l trade 
barrier.s, go to work, trade with each other; very simple." 

I want to ask you gentlemen to remember your own American history. 
Think back to how long it took this country to 'Become integrated economi- 
cally after the end'. of the revolutionary ~ar, from the beginning of the 
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Thirteen. Stat~s until the time that we could say we were really integrated 
economically:. And lest you become a little bit smug and self-satisfied 
with the fact that we are integrated, don't ever forget ir. Robert Young's 
famous~ ad~ that: even as of today a hog can ride across th,~, ~ country with- 
out changing trains but human beings have to get off and chang~ in Chicago. 
Also don't forget that many other interstate barriers exist. Ask any 
truck, driver, as any person who tries to operate a fleet of transconti~ 
nenta!~ trucks about the different interstate barriers that exist. Yet 
we nave one language, one currency, one way of doing busine~ss. ~:Je are 
asking these people inwestern Europe to do something that has been 
tried,: and a great many of them hesitate even to put their big toe in 
the water. They just do not want to take the plunge. Why? Because 
they arenot yet to:the condition where they feel that their own security 
depends on the collective security of all. 

All during this first half of the twentieth century, European coun- 
tries have consistently and steadily worked toward self-sufficiency; Our 
special~ genius for government gobbledegook comes out ~Jith a very nice 
word t ha~ We ~all "compartmentalism." All that means is that each 
country ?~ithin its own borders is trying to become so self-sufficient 
that i~ need not depend in any way on its neighbors to keep economically 
alive in the event of another war in Europe. The wars have brought that 
on; and the trouble between the wars. That is another thing that will 
have to be overcome, the fear tha~ something else will happen, the fear 
that a country will once a6ain find it~self isolated trade-~ise and 
inundated military-wise. 

The only answer we can give to these people is, "li~e will do every- 
thingwecan but it is bound to be your job in the long run, with our 
military aid, with our economic aid, and with what a good many people 
sneer at but which cannot be discounted, our moral aid." We are trying 
t e see to it that Europe becomes a barrier in more senses than one to 
that ideology %hat we all recognize as being the ra'ost evil thing on the 
face of the earth today, a barrier not only militarily Out also with 
the sense of security and power to resist the insidious guile of the 
Red propaganda. 

It is a very important thing, gentlemen. I have seen it working. 
~iy first trip to Europe was in the early fall of 1948. Ply last one was 
November 19A9. The difference was discovered not only in the govern- 
ments, but in the people to whom I talkedj the people who perhaps didn't 
immediately spot me as an American. The difference was just fantastic. 
And from that courage that we are trying to build every single day as 
against the breakdown that the Reds are trying to bring about, we hooe 
to see develop in western Europe a morale that can resist mentally and 
morally, and a morale that will not hesitate to uphold their government 
physically if need be. It is a very big order, 
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I know that I sm to be exposed in a few moments to a question 
period, and rather than try to dig deeply and with too much detail 
into any one of the various phases of the problems that still beset 
us, I am goin~ to beg your indulgence now to stop. I ho~e that you 
will ply me with all the questions you possibly can. I do not promise 
I can answer them because, (a) I am not an economistj (b) I have not 
studied the subject enough to be able to answer them all, and (C) there 
is only one person in the world who can answer them all and I wish he 
could be here with you--that is Paul Hoffman. Thank you again ~or the 
privilege of coming here. 

COLONEL BERKELEY: Mr. Nadsworth is now ready for y9ur questions. 

QUESTION: In the iviarch 10 issue of the United States l~ews and 
World Report there appeared an article entitled "United States Billions 
Buys Few Allies," which showed that, in a nationby nation checkup, 
Great Britain alone stands firmly on the side of the United States and 
that the other western nations, having received large amounts of economic 
and military aid, are now moving to the side lines and are talking neu- 
trality. ~ould you please comment on this observation? 

MR. ~%ADS~'ORTH: I did not see the article in question although the 
charge has been made very often that our public relations job so far 
as the European nations are concerned has not been so good as it should 
have been. I must take issue, however, with the broad statement that 
the United Kingdom alone would stand firm as our ally. The Swedes, of 
course, and Ireland, as well as other participating countries, have a 
tradition of neutrality which they have no immediate intention of 
abandoning. On the other hand, the Benelux countries, Denmark, Norway, 
Italy, Austria, Greece, and Turkey are giving us every indication that 
they will stick. I don't believe for a moment that they will retire to 
the ~de lines and hide under any cloak Of neutrality. This, of course, 
is just my own personal judgment against that Of the writer of that 
article. That is what our reports seem to indicate as -~ve get them in 
from the various countries, and certainly that is the way the govern- 
ments in these countries are talking. We can't always be sure that 
the governments reflect completely and accurately the feelings of the 
people. I don't think there is a government any~vhere that would want 
to. spring to arms at any time, but I feel that they will be ready to 
and they will live' up to their obligations. 

QUESTION= Sir, there are two conflicting problems which seem to 
be very difficult of resolution and which you touched on in your talk. 
First of all, you made it very clear that European countries had agreed 
that when their standard of living had returned to the level of 1938 they 
would divert the aid into the future, into production or military activities 
field, and at the same time the European countries are asked to cast off 
their controls, get rid of restrictions, particularly controls on inter- 
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national trade. ~hat I do not see is how your channelin~ of aid into 
the future can be accomplished without very tight~:~strictions, both 
internally and in international trade. " "  - 

MR. WADSWORTH: Very tight, did you say? 

QUESTIONER: Yes. 

MR. Vv-ADS~VORT_,tI: I would like to comment on that albhough it brings 
me into a field with which I ~ not completely familiar. We feel 
this--and ~J~. Hoffman has pounded on it in a great many speeches and 
statements.-they cannot hope to have a healthy economy unless they 
create a mass market for the mass production methods "~hich we are urging 
them to adopt, and they can't get a mass market without abandoning to 
a certain extent the restrictions that make it a tight market or a 
compartmentalized market. If we are to be Content, and ~Luropean nations 
are to be content with stumblin~ along as we did between the two wars, 
then we don't feel that the concept of a unified Europe economically 
can ever be achieved. Perhaps I don't make myself completely clear on 
that. I feel very deeply about i%~ but perhaps I don't know the lingo 
of the economist in such a way that I can explain it very clearly. 
Unless you have the mass market, hewers:r, improvement in productivity 
will be efLlittle value. It will be the S~e as it has been in the 
past, that the nations of Europe will be like a pair of neighbors }~ho 
take in each other's washing. You can't make any money that way. 

QUESTION: ~r. Wadsworth, could you tell roughly a little bit 
about the ECA program for Germany and what you expect to do with Germany 
and western Europe? 

MR. ~ivADSV~ORTH:: The German situation is, extremely important and 
it is one which has to be approached ~,~ith perhaps more d~licacy than 
any other. Part of this is becaus,~ Germany is the conquered nation; 
part of it is because of the seemingly ineradicable suspicion against 
German nationalism that exists not only in France but in a great many 
other western European countries. ~{~e do recognize, however, that to 
a large extent Germany must resume its former position, of European 
machine shop; that without the German's tachnology, v~,ithout their 
recognized talent of productivity, a completely healthy economy for 
Europe cannot exist. 

Another cause of the difficulty is that Germany up until recently 
has had no governmen~ with which we could negotiate or with which we 
could work, having had occupation forces and now having a hi~h-commissioner 
form of watch dog, if you would like to call it that. ~'~e still don't 
know the extent to which the West German Government at Bonn can live up 
to the commitments it may make to us. Naturally, the ever-oresent 
threat' of Eastern Germany and the continual trouble stirred up ~vithin 
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Eastern Germany, not only by the Russians but by the Germans who have 
accepted the Russians as their Sovereigns, is going to make it extremely. 
difficult to walk that very, very :, thin iine between making Germany 
too stron~ and allowing nationalism and aggression to creep zn again 
and making them strong enough so that they will take their rightful 
place in the economic family of western Europe. It is going to be an 
extremely difficult operation. Of course, we have other occupied nations 
to deal with and there have been, and probably will continue ~to be, for 
some time, some differences of opinion as to just how this job should 
be done. I believe all agree~ France as we!l, that Germany must be a 
great deal more healthy eoonomica!ly than it is today. 

QUESTION: ~r. V~ad~orth, the ECA program is apparently asking for 
greater economic unity in western Europe than exists, for example, between 
the United States and Canada. Without a doubt this has certain ramifi ..... 
cations. To what degree does ECA expect political .• unity in wes%ern 
Europe ? 

14R. WADS~ORTH: That is a subject that we have tried not to take 
the lead on. We have not believed that our mission was to atte~]ot to 
impose upon or even suggest too strongly to the western European nations 
the political unity which we all hopewill come out of this association 
by cooperative effort. I think your point is well taken as to the 
situation between Canada and the United States in some degree. But we 
have not said to Europe, "You must get together politically." l~aturally, 
We have made no secret whatever of the fact that we hope that they will, 

and the actions of the western 'Europeans with their Council of European 
Nations seem to be a pretty healthy indication that it is &round the 
corner. ~ound which corner nobody knows, i believe if we all had 
crystal balls in front of us we might come out with different answers, 
but it is something that ECA, that agency alone, has not preached, at 
least not agressively or artidulately. 

• 

QUESTi011: In an area half way between those two could you comment 
upon ECA's present interest in the freedom of movemen0 of cersonnel, and 
particularly working personnel, among the participatin countries2 At 
the time the committee for this job was first set up, there was a v~ry 
large paper on personnel that contemplated ex~ensive movement of personnel, 
but my impression has been that such movement has not been borne o~t in 
the first two years of operation. I am wondering if it is not a thing 
that can be done without infringement upon the political area of which 
you speak? 

i~R. WADSWORTH; I believe it can and I believe it will. You are 
right, we have not moved very far in the direction of free flow of working 
personnel. At the outset of the program the only country with a serious 
unemployment problem was and still is Italy. Unemplo~ne~t, however, has 
been increasing in some of the, other countries. On ~he Italian front, 
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we have been working very closely with the Italian Government on the 
moving of Italian workers to other parts of Europe and also on the 
emigration of Italian workers to other oarts of the world in order to 
relieve that unemployment situation. So far as Italy itself is concerned, 
it is not on~r a question of having too manypeople out of work, but it 
is also a question of an attempt by the Italian Oovernment and Italian 
industry to carry more people on their pay rolls than is economically 
sound, so as to escape a heavier relief load. 

Now,:other countries are not yet at least in nearly so bad straits 
from the standpoint of unemployment and the movement of workers as is 
Italy. The plans are definitely forming to allow for a more easy flow 
of workers to mining areas where the labor supply seems to be short and 
into farm areas on a seasonal basis, things of that sort. The countries 
themselves have not as yet O. K.'d all those plans. 

QUESTION: ~r. i~adsworth, would you discuss the oresent drive on 
the United States to increase imports and what steps specifically we 

should take alOfig that line.? 

~iR. ~ivADSVvORTH: The drive to increas e imports is what we might 
consider the back prong of the two-pronged attack that Iv~. Hoffman 
visualized as absolutely necessary to close the dollar gap and ~o 
bring the European economy to the level at which we want to see it. 
The front prong is of course the economic integration I spoke of. 
~j~hat we are doing is encouraging people. Row we encourage in many 
different ways. We are trying, for instance, to get our own industrial 
and commercial plant or community to accept the fact that unless we 
can allow Europeans ~o earn dollars by sending us goods which we would 
buy and pay for, then they are never going to become customers of ours, 
for they are not going to be able to 6e~ the things they want unless the 
taxpayer is going to handle the entire bill from now on. We therefore 
feel that this question of imports is of very major importance. 

There are several other things as you know that have been done. and 
have been started. ~/'Je are attempting to urge European suppliers to 
take agressive steps to search out possible markets for the goods that 
they can make in enough quantity to export to us, and to study the 
markets over here to find out the kind of goods that will be accepted 
by the ;~lerican buying public. Several of the nations have already 
instituted both traVelins and fixed trade exhibits all over the country. 
A few months ago I was out in Kansas City attending the ceremonies 
opening the new permanent Belgian trade exhibit there. We find 
International House, for instance, in l~ew Orleans has made a survey of 
the entire Missippi Valley from the standpoint of possible imports of 
European goods, searchin6 out markets, and at the same time, realizing 
that international trade is just as simple as breathing, that you have 
to inhale before you can exhale, they are trying to find things that 
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producers in the ~ississippi Valley can send aoro~.' ~ It is therefore 
a two-way stretch so far as we are concerned. ~e are trying to do it 
both ways and we naturally r'~l into some objections. 

It is a hard thing to expound this doctrine to an individual who 
is losing business or to a worker who has lost his job. They have found 
a whipping boy in ECA and say it is sill ECA's fault. Never~,heless, we 
do find that a great many thinking business people in this country have 
embraced this idea very wholeheartedly. ~ajor labor leaders have also 
agreed. You are no doubt familiar with the survey made by the ~ational 
Retail Trade Association, comprising the major dry goods stores of the 
Country. It was made at the request of ~vm. Hoffman, and they came up 
with a quite substantial list of items ~nich they felt could be imported 
and which would not be widely or very fleavily competitive with what we 
ourselves put out. 

This question of imports is one which I think could be discussed 
for almost an entire period, but unless we can make Europeans good 
customers, our own economy is bound to suffer; then the only wa~ we can 
make them good customers is to let them get the dollars that they need 
with which to buy from us. There are only two ways they can do it. 
One is to sell their exports over here and the other is to have us dig 
down in our pockets and give it to them. 

QUEbTiON: About two months ago there was an item in "Fortune" 
regarding the things France could ship to the United States ~md primarily 
they were of the:luxury type. What I am getting at is this: Along the 
line that the retail market or department store survey was made primarily, 
there was absolutely- nothing in that but luxury items, such as cigarette 
lighters and wines--thor sort of thing. ~here is ~ there any stability 
in international trade when the bulk of those items that com~ out of 
France are going to be thos~ just mentioned? 

MR. ~vADS~i~'ORTH: Traditionallyj France has been a manufacturer and 
exporter of luxuries. ~-e are not sure its industrial oiant could possibly 
compete with our own mass production methods in things" which we might 
consider as being' a more healthy bype of internaticnai trade, the 
French simply don't make them. ]i~hy they don't is something I can't tell 
you, but I have never heard of their manufacturing for exoort things 
that are not, or close to, the luxury line. I co~n see ~xactly.your p oint~ 
but that is France. - 

QUESTION: Along that Same line, I am reminded of a story featured 
in the press not too long ago on the specific subject of tractors. ECA 
supplied tractors to France. The gist of it was something like this: 
It was early recognized by everyone concerned that for recovery one of 
the first steps in France was an agricultural recovery. Consequently, 
a great deal of effort was put into the tractor industry in France. 
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At the same time, ECAwas supglying tractors already built with the 
same end in view. ~ow tractors in France are a glut on the market. 
The tractor industry has recovered substantially, but the ECA-sup~plied 
tractors which we send over there are given to the French Government, 
and the French Government sells them to the farmers. The .rench- 
manufactured product, to the point where tractor manufacturers in 
France are claiming that the government itself--not only ECA, but 
the French Government--is stymying their own industry. 

First, I would like to ask, is that a wildly exaggerated story or 
isthere some essence of truth in it? Secondly, if there is some truth 
in that type of thing, is that an isolate@ case cr do you come across 
many 9roblems of that nature? 

~R. WADS~{VORTH: i think i can answer your point by saying, in the 
first place, there is an essence of truth in it although it is somewhat 
exaggerated, i think it can probably be narrowed down to a question of 
too pessimistic an estimate on the part of the French as to the recovery 
of their tractor industry. They did want a great deal of agricultural 
machinery, and the first year or two they got it from us.. They didn't 
expect their own business to be able to come back as fast as it did, 
and we didn't expect it to come bask as fast as it did. To that extent, 
the article is right, but I wouldn't use such a word as "glut." Another 
thing, too, on that, and I think we should rem~mber it, is that a great 
many of the .farms in France are not of sufficient size to support a 
tractor and the local tractor market has always been fairly meager in 
France. It might be that we have figured to inorease bh~ 9r~war demand 
and it will be difficult. 

As to its being an isolated case, I would say yea. I have heard 
it cited more than any other single type of case. In an operation of 
this size I believe it is almost inevitable that a few things like 
that will happen, where, as I say, there are overo£otimistic or over- 
pessimistic" estimates of ~hat local industry can do. But the French 
Government, after due thought, study, surveys, and all the rest cf it, 
decides that its people need X number of tractors, and that they 
really need them, it is natural to take its word. For one thing we 
haven't the p~rsonnel overseas to make an exNaustive survey of a situation 
-like that, to go around to tn~ farms, to go around to the tractor dealers 
to find out whether the French claim, as 9resented to us in the form of 
an application, is completely accurate or whether it is overoptimistic 
or overpessimistic. Again when they ask for something ~lhich they say 
they need, we take their word oecause, they ar~ on].y getting a certain 
slice of the pie. They are only getting just so many dollars, and, you 
can take it from me, they are usually very careful to see to it that 
those dollars don't go for something they don't really need. If they do 
go for such things, those dollars are lost to them and they can't use 
them for the things they need much more. 
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QUESTION: ~ould you comment on the amou~b, if any, of ECA dollars 
and products which nations behind tae Iron Curtain obtain in trade with 

the western European countries? 

MR. %%ADSWORTH: That has been a charge and a rumor that has been 
going on everl,sinoe the first ECA goods started arriving on Europe's 
shores. ~e have, as you know, a list of items in this country for which 
we ourselves will not issue export licenses to the Iron Curtain countries. 
I think this whole business has now been so declassified that it can be 
discussed with considerable candor. ~e got together with the 9articipating 
~arshall Plan countries, showed them our list, and asked them to approximate 
it as closely as they could and to agree that they would nos all~ export 
licenses of this sort of material or that sort of item ~hich in our opinion 
had war potential to Iron Curtain countries. It took them quite a while 
to scan the list. They made some additions of their own--certaSm things 
that they might produce in certain quantities that we do not--and they 
came up with a list very closely apDroximating ours. ~e have not been 
able to find, so far, a substantiated case ~here Marshall Plan goods-- 
and that means the goods we ship with our label to Europe'-have found 
their way behind the Iron Curtain. ~e have had many reports that this 
was so, and our investigatorsj together with the investigators of the 
country to which the goods were originally consigned, looked into them 
just as carefully as could possibly'be done, and they haven't found 
any proof. 

Now as to do liars, dollars as a matter of fact practically never 
leave this country. ~hen something is bought ~th doliars, it doesn't 
leave the ~estern Hemisphere or the dollar area. Actually, the mechanics 
of it are that ECA, t~rough a letter of commitment or a letter of credit, 
authorizes payment right here in this country to the American supplier. 
One of the hardest things to explain to the seneral public of the United 
States from the standpoint of public relations is that we don't load a 
lot of dollars on a boat and send them over to Europe. They still think, 
a great many of them--and I am glad that the gentlaman who asked the 
tractor question brought that out--that it is a free gift to the people 
who use it, whereas those oe691e buy with their own currency. 

I would like to spend a minute more on this Iron Curtain business 
because Senator ~alone and others have introduced a resolution in the 
Senate to the effect that we should deny aid co any western European 
country trading with any eastern European country. That~ of course, 
gets into a very complicated position in east-west trade. But I only 
wish to point out the absurdity of such a proposal. If the resolution 
should pass, then we ourselves would find that we had Very red faces 
because we trade quite openly and freely with Russia and her satellites, 
and all the western European countries have bilateral trade trGaties 
with all the Iron Curtain countries. We encourag~ that because we know 
those western European countries cannot stand alone economically. 
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Qb~STIOI~: ~.~ir. Wadsworth, this may be ;~nother question t~at the 
Congressional liaison officer v~on't want to ~sw~r. It has ;bo do with 
tariffs. As you rightly pointed out, the only thing w~ can do, unless 
we are going to let Europe go by the board, i~; to make contributions to 
Europe or ~lse rehabilitate it so that the essential commodities can 
be bought, l~ow the rich man ~vhO ~ has a rclativ~ who is down and out 
receives undying gratitud~ if h~ helps the man get into a business on 
his own rather than making him dependent on his bounty, but there is 
a strong sentiment among the people Obviously, and strong in Congress, 
too, seeking to raise tariffs even higher. Do you detect any sentiment 
in Congress to maintain the status quo or to increase tariffs or to 
lower tariffs so Europe can really get on its feet again? 

i~R. V~A~S'~ORTH: Generally speaking, I do not. There are alwayS, 
in any legislative body, a groug~ of what you might call protectionists. 
They believe that in order to ~re~erve the markets, or the integrity of 
certain industries, we must erect very high tariff walls so that the 
so-called cheap-labor goods Cannot flow over here from Europe or from 
somewhere else in the world and destroy our markets. Actually that 
question gets into another economic phase which i may not be completely 
competent to discuss, but nero I go on oversimplifying. 

Cheap labor cannot produce as weil aS high-priced labor. Cheep 
labor may be paid only 40 cents an hour as op@osed to the ~!~1.60 per 
hour of our machine-shop operators, but they take about more than 4 
times as many hours to make the same thing. The highly industrialized 
concerns of this country have, in our opinion, nothing whatever to 
fear from the status quo in tariffs, or even from an additional lowering 
in a great many cases j because co~qoetiticn has always been the reason 
for our dynamic economy. And, as ivir. ~offman is very fond of saying 
for his own automotive industry, which is highly industrialized, he has 
always advocated complete elimination of all tariffs on automotive equip- 
ment or automobiles. 

I was talking the other day--just to bring down to a personality-- 
to a gentleman whom I conaider to b~ one of the most conservative--if 
you want to use that work; it isn't a very happy word any more--law- 
makers we have had for many years. He has been a Rrotectionist for 
many years. He told me that he had come around to the idea that this 
business of high tariff ~rotection was absolutely silly and, as a ma%ter 
of fact, it would bounce back on United States industry. I~ow just that 
one isolated ease doesn't mean that the Congress doesn't still have 
protectionist ideas in certain ways, but I do not believe that in the 
easily foreseeable future, at least, there ~ill be enough of that opinion 
in Congress to make any difference whatever so far as lifting t~riffs. 
Under the Reciprocal Trade Agreements Act rene~ved by the Congre'~{s last 
year, the Executive has the right to adjust .downward as well as upward 
and everybody seemed to think that was a fine idea, and the bill 9assed 
with a good majority in both T4ouses. 
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QUESTION: Mr. V~adsworth, .I get a bit confused about those objectives 
of the.~arshall Plan until I accept them, as mo~t people de; as a good 
thing. But when I hear people talking about what they are trying to 
do, I get more confused. 

For instance one of your investigators went to France, and heard 
a talk about the automobile manufacturers building only 50 cars a 
month. They did not have mass production; they had less to work with; 
yet they were doing a fair job and were turning out a good car, but 
they were sitting around in t.~e afternoons drinking wine. He couldn't 
convince this Frenchman that by mass production he could normally produce 
500 cars a month; the people could get more money--they couldn't work 
only five hours a day to ~oroduce more; they would have to give up drinking 
wine in the afternoon; they would have ~o put out salesmen to see who 
could buy a car. The Frenchman said', "What would I want to do that for? 
I am making 50 cars a month. Everybody is happy. ~e have to drink our 
wine in the afternoon. Of course we have car orders. What can we do 
with so much? We have our own star~dar£s." ~/~hat is wrong With the French, 
man's argument and this standard of living Which you are trying to raise? 
He didn't have a good argument for the principles. I am anxious to hear 
your side. " ......... 

New the other thought that came up was this: We want these people 
to manufacture enough articles so they can sell more to us. ~"ie do not 
have enough competition in our own market. I am. reminded of a boxer. 
He is strong in health; he locks one arm behind him and says, nNow come. 
on and fight." In other words, the reason we fight in many respects 
is that :'we must have a market for our own competitive industry, so we 
are seeking foreign competition. Then we tell those boys, "Come on 
and make more items." it doesn't make sense to them. ~$~ell, again, it 
doesn't make sense to me. So i am wondering~ ~re you trying ~o raise 
their standard of living? Are you trying to make the Frenchman nappy 
with his way of life? Are you trying to get him on our side to fight 
communism? Just what is our motive? Is it altruistic? Are we trying 
to help him live a more moral life or are we trying to make him a sort 
of machine that will be able to,fight in cese ~J~e get into a war with 
Russia? Is that what we are trying~to do? If so, let us make it more 
what we are trying to do and not mix our motives. 

NiR. ~ADSV~ORTH: You can't help mixing motives because in my opinion 
they are indivisible. Say altruism, yes, there is Some of it, but at 
the same time we are self-seeking. Now we are not talking about urging 
Europe to compete with us very heavily in this country so far as ~moorts 
are concerned, because we visualize that with our expanding and dynamic 
economy there is going to be more purchasing ~oower; that wewould, rather, 
add to our consumption th~ imports from EuroPe rather than spurn our 
own production and take the European production instead. That is on the 
strictly economic side. 
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Now what are we trying to do? Again my favorite game of over- 
simplification. The main objectives of ECA-,if you take the objectives, 
you come down to a simple word "peace." Peace means so man~ different 
things. But here peace means really, in the ultimate, peace for us in 
the United States, but in order to do the best we can ~o ins~ire peace, 
we want to make Europe strong, [~ow we will make Europe strong in three 
ways--economically, politically, and militarily. ~i~e cannot make Europeans 
Strong politically and militarily unless they become strong economically-- 

so all three are linked together. 

It is perfectly true that there are French industrialists, as there 
are industrialists in other European nations, who do not understand and 
have never understood the doctrine of competition. The cartel, the 
various monopolistic practices that nave been going on traditionally for 
centuries make them say, just as yo~ir friend's Frenc~man said, "~,~hy should 
I bother? I am making a living." But perhaps he must look a little further 
than his own living. Perhaps if he can make 500 cars a month, he can 
make them a great deal more cheaply and more people will be able to buy 
his carj then he will make more employment, and that in turn will produce 
more buying power, which in turn F~ill result in all sorts of things being 
made by plants, not just the automobile, so you go around and around and 

ar ound. 

There is no straight line in what w e  are trying to do except that 
the ultimate objective is the simple little word "peace." We may be 
wrong in some of the things that we believe or in some of the things 
we try to do. Certainly w'e are looked upon ',~'ith great astonishment 
by a great many Europeans ~'ho have been in the habit of sitting around, 
and perhaps once a year, fixing the prices for their products. 

On the other hand, if there were internal competition, then the 
entire economy of France must be better, the standard of living would 
be better~ and the higher the standard of ].iving, the happier the person, 
we think. ~Je are not indolent people, of coursej and it is hard for our 
people to understand why the afternoon aperitif in France, or the English 
tea, or the various other traditions and customs that have been going 
on there for years. ]~e don't know why they keep them up. They will 
probably continue to keep them up, at least to some extent, no matter 
what we do or what we say. Yet planting the germ of internal competition 
will ultimately lead to a brand of international competition which will 
lead to a freer flow of goods, and every time we think about expanding 

the economy, we think of happier people. 

Perhaps I haven't convinced you. I am only convinced in my own 
mind. I wish you could hear it. Hoffman expound on this subject. ~/~e 
just believe that this is the way. It is the way, although it is rather 
strange and new to a great many Europeans. ~e believe that the teams 
that they are sending over here in our technical assistance program, 

\ 
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what we call productTvity teams, are learning and finding out ways of 
making life easier and more secure, and that is really what every hmman 
being wants, be he Frdnc~,nan, '.Am6~ricanj or Turk. 

COLONEL BERKELEY. Any further c,ommemt I might add, bir. ~adswor"6hj 
would be in the nature of anticlimax. I de express-the a~preciation 
of the Industrial College and the ~,~ational V~ar College for your generous help 
in this problem. Thank you very, much. 

(25 May ]950--350)S 
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