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EUROPE
FY 1958 PROGRAM

TYPE OF ASSISTANCE
{Millions of Dollars)

— , th
Military | Special | Ofher

Assistance| Assistance |G CooPs

COUNTRY
Member of NATO-*

1 Austria

Belgium - Luxembourg*

| Denmark *

Fronce*

Germany*

ltoly*

Netherlands™

| Norway*

Porfugul*

‘Spoin

United Kingdom*

1 Yugoslavia
Joint Control Areas
1 Interregional Expenses - 03 0.1
4~~~ Western Europe Tech.Ex. - 2.3 -
Scientific & Engineering - o8 -
TOTAL 338.5 18.4 450

YDefense Support $30.0 Million. YTechnical Cooperation,



Shaded areas are Security classified

EUROPE RW Mutual Security Program and st mot be divalged to

u;,qutlwn'ud individuals, All

other material is unclassified.

U.S. Objectives: To develop greater unity and strength among the

Tree nations of Europe in order to promote the security of the ) %
U.S. and the free world; to assist the free countries of Europe THE PROGRAM FY 1956-58 7
to attain their full potential in po.itical, economic and mili- {$ Miltions)

tary strength in order that
to the collective security;

trid Ilecti

U.S. Interests: It is vital to U.S8. security that Europe remain

firmly allied with the U.8. Only through the mutual effort of
the U.S. and its European allies is it possible to maintain the
strength needed to resist encroachment, subversion or outright

attack by the Soviets or Soviet satellites.

By virtue of its highly skilled manpower, its industrial produc-
tion, and its geography, Europe is strategically a key factor in
the power struggle between the Soviet Union and the free world.
If Western Burope were to fall under Soviet control, the balance
of world power would be shifted overwvhelmingly in favor of the
USSR, and the military and economic position of the U.S. would be
virtually untenable.

Assistance

Basic U.S. interests in Europe can be described in four categories
as follows:

Strategic Interests: Europe ig the area of the free world situ-
ated closest to the heart of the Soviet power complex. Through a
series of bilateral treaties with NATO countries, the U.,S. has
acquired air and naval bases in Europe which provide a major de-
terrent to Soviet attack. The U.S. and its NATO allies are con-
tinuing to construct a network of military facilities for the
common defense, Moreover, U.S., Canadian and European military
forces have combined under NATO to form a defensive shield which
is an essential element of the deterrent, Western Europe thus

FYy 1956 FY 1957 FY 1958

provides the U.S., with a forward defense base of foremost impor- (Proposad Program)

tance. This base is manned primarily by Buropean troops and pro- .

tected in large part by European navies. It is a most valuable U.S. Programs: The total Mutual Security Program proposed for

complement to U.S. strength for the defense of the free world. FY 1958 1s $401.9 million, of which $338.5 million is for Mili-
tary Assistance, ! , $3.5 million

Political Interests: The free countries of Europe, particularly for Technical Cooperation, Other Programs.

the countries of the North Atlantic Alliance, are our strongest
and most steadfast allies. This Alliance, which was sorely



EUROPE  Regional

strained by the Suez hostilities, has been reaffirmed and, given
the goodwill and cooperation of all the member states, will con-
tinue to develop. In addition to its vital defense function,

HEATO is now engaging in numerous activities wvhich are non-military
in pature and vhich are designed to develop greater political
solidarity and further economic and cultural cooperation among
‘the member nations.

e

Shaded areas are Security classified
and must not be diuu[g.ed to
wnauthorized individials, All

other material is uncladsified.

Economic Interests:

Our own economic growth and prosperity de-
pend in part upon that of our trading partners, and the bulk of
our foreign trade is with European countries. European economic
growth provides an expanding market, not only through direct
trade, which has increased by 75% in the last six years, but also
through European investment in other less developed areas which
buy from the U.S. and provide essential strategic materials in
exchange.

Cultural Interests: The culture and institutions of the U.S. had
their origins in Burope and continue to be closely linked with
those of Europe. Our religious beliefs, our political philosophy,
our economic institutions, and many other aspects of our culture
represent strong and continuing ties with Europe.



EUROPE  Regional

EUROFE

REGIONAL DISTRIBUTION OF FY 1958 PROGRAM

By Function and Country

(In thousands of dollars)

Shaded areas are Security classified

and muat not be Jiuul}ld to
unauthorized individuals. All

other material i3 unclassified.

Country

Military Defense
Asgistance Support

Total

Mutual

Defense Technical Other
Assistance Cooperation Programs

Austria

Belgium

Denmark

France

Germany

Italy

Luxembourg

Netherlands

Norway

Portugal

Spain

United Kingdom
Yugoslavia

Joint Control Areas
Interregional Expenses
European Technical Exchange
European Scientific and

Engineering Program
Total

1,000

2,500

2,300

k01,909 338,509 30,000

368,509 3,500 29,900




EUROPE

Regional

EUROPE

MUTUAL DEFENSE ASSISTANCE PROGRAMS

Summary by Country

(In thousands of dollars)

Shaded areas are &cun’ly c/aui‘i«d
and must not be Jiuu[wd to
unauthorized individuals. All

other material is unclassified.

Country

“FY 1956 FY 1957

FY 1958

Military

Defense Military Defense
Support As e Support

Austria

Belgium

Denmark

France

Germany

Italy

Luxembourg

Iceland

Netherlands

Norway

Portugal

Spain

United Kingdom
Yugoslavia

European Technical Exchange
Interregional Expenses

Total

29,803
2,657
1,232

15,000
2,500
1,200

301,335 92,127 393,462

261,262

103,064

Military Defense
As ce Support

364,326

338,509 30,000 368,509

Note: Columns may not add due to rounding.
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PROGRAM BY FUNCTION

TOTAL PROGRAM

Other Programs

FY 1957

Military
Assistance
(70%)

$ 376.6 million

Special
Asestorse  Other Programs (4%)

FY 1958

(84 %)

$ 401.9 million

TREND BY FUNCTION

{ $ Millions )

338.5

103.1

EDefense Support

30.0

Military Assistance

Other

19.6

2.2

1956 1957 1958 1956 1957 1958

U.S. Fiscal Years




EUROPE - PROGRAM BY COUNTRY

SECRET

Spain .

France

Italy

Norway

Netherlands

COMPARISON OF FY 1957 & I958} PROGRAM

( $ Millions )

fense Support -

Technical Cooperation

FY 1957
/

Military Assistance

1434

755
FY 1958
983

FY 1958 PROGRAM

Non-Military

Other
5%

Joint Cantrol Areas
8%

Yugoslavia
$ 63.4 million
Austria
Belgium-Lux. Mlh"ﬂfy ther
Portugal a%
oriug OTHER EUROPEAN PROGRAMS Yugoslavio
4%
Denmark
Belgium - Lux. FY. F.Y. 5%
1957 1958
Denmark
1.4 0a 08
, o -

lcslond il B, Ogm

| Joint Technical Interregional Scientific

Control Exchongs Expenses -
Germany 49 Arsas Engineering
(Fed. Rep.) r2.4
United [0,
Kingdom .0 :
$ 338.5 million
SECRET



EUROPE - Basic Data SECRET(AsN

TREND OF ECONOMIC ASSISTANCE DEFENSE EXPENDlTURES and U.S. MILITARY ASSlSTAN‘
($ Millions) '° European NATO * : I%
. ($ Billions) 3.3 /4

) I2.8 SAAN

7/
i ////,"/// o
(e

1 s99

198 2 03
S0 IR 200 I xons I SOKRC 0 - s i
1949 1950 1951 1952 1953 1954 19585 1956 1957 1958 1950 1953 1954 1955
(15 mos.) U.S. Fiscal Years ( Proposed) Calendar Years
9 Inciudes Gresce and Turkey.
INDUSTRIAL PRODUCTION - OEEC Countries Combined - GOLD and SHORT-TERM DOLLAR ASSETS
140 T 20 T
‘ l “( Index:1953=100) ($ Billions)
15 T
i20 Total OEEC (Excl. Switzerland)
Adjusted W / //_%
e 0 W 7
Other OEEC (Excl. Switzeriand)
100
Germany (Fed. Rep.) ¢
e France ;'::‘::{:{:}:{:}:{:{:{;}:_}:_;;; 2o
United Kingdom
JO T T T T T O N O A o
1952 1953 1954 1955 1956 1957 |g.5°2 1953 1954 1955 1956 1957

SECRET (as Noted)‘ 8
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Mutual Defense Assistance
Military Assistance

EUROPE

OBJECTIVES:
e

European NATO countries carry the bulk of the common
defense effort in Europe to the limit of their political-
economic cepabilities, but U.S, military assistance, in-
creasingly in the form of U.S. advanced weapons, plays an
indispenseable role in the maintenance and modernigation of
the forces contributed by our European NATO allies to the
common defense. This U.S. assistance, totalling $12.3
billion from 1950 through 1956, represents only 4.5% of
total U.S. defense expenditures o this same period; how.

)
ora Europe, deprived of an effective shield,
would be subject to serious pressures to move toward
neutralism or accommodation with the Soviet, with danger of
transfer of Eurcpe's great human and material resources
from the Free World side to the Commmist side.

Apart from continued assistance to Spain, Austrie and
Yugoslavie, the European section of the Military Assistance
Program proposed for FY 1958 is primarily designed, as in
previous years, to assist our NATO allies in their efforts
%0 build up and improve their defense forces toward agreed
force goals Judged by the NATO military authorities to be the
minimm necessary for the integrated defense of the European
aree.. PEmphasis is placed upon providing equipment and train-
ing vhich the countries would not otherwise be able to obtain
from their own resources, and seeking to stimulate the
maximm defense effort by each European recipient nation.

SECRET|

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

Comol FY 1957
thru 771756 10 R Unliquidated
FY 1956 228057 6530/57 Totel P
O 1$11,584,181 $ 111,824 $ 96,197 | $ 208,019 | $1,488,219
Exp. 9,339,32 537,13 l#27,>520 96k, 659 -
] PROGRAM (Dollars in thousands)
L FY 1950.57 FY 1956 FY 1957 Proposed FY 1958
$11, 927,034 $301, 335 $261,262 $338, 509

CONTENT OF FY 1958 PROGRAM

No.

Deascription

Equipment ﬁndVSupplios Purchased to 31 Dec. '5%6
Programmed from Excess U. S. Stocks to 31 Dec. '56




SECRET European Region

DEVELOPMENTS IN NATG MILITARY STRATEGY: NATO emerged from
its first phase in 1954 when the numerical buildup of forces
was substentially completed, except of course in Germany,
which did not enter the Alliance until 1955. Recognizing
the continuing nature of the Soviet threat and the waste-
fulness of pest practices which hed led to peaks and valleys
in defense spending, the NATO countries decided at that time
to gear their efforts for the long-haul, as the U.S. had
done, and to seek to meintain defense expenditures at the
increased levels then attained. Primary emphasis was hence-
forth to be placed on the quality of forces, which would
need to be increased only slightly in number.

In December 1954 the North Atlantic Council, in another
decision of grest importance, agreed that NATO military
planning against all-out attack would henceforth be based
upon the use of atomic weapons. The Council agreed, how-
ever, that the responsibility for putting atomic defense
plans into action in the event of hostilities was reserved
to governments. The decision to plan on the use of atomic
weapons reflected the reglization that in the event of ali-
out war, NATO could not hope to offset by any other means
the tremendous numerical advantege of the Soviets, whose
forces then comprised 175 active divisions, a&bout 20,000
aircraft and a navy of over 400 submmrines, armed with modern
weapons. The Council realized that the nuclear concept would
require a new patiern of defense planning and that, for a
variety of reasons, the edaptation of NATO forces to this
pattern would have to be approached on an evolutionary basis.

The continuing need for shield forces to contribute to
the deterrent and, if necessary, to defense of the NATO ares
was re-stated by the Cou.ncll in December, 1956.

Now in the Spring of 1957 NATO nations are continuing
to adapt their nationel defense plens to the new concept
and to the employment of modern weapons. On the basis of

studies by Generel Norstad and other msjor NATO commenders,

"

NATO force goals and defense plans are being revised to re-
flect the new military situation. Further adjustments are
being made in the nature and composition of forces. With
respect to ground forec NATO requirements remain essentia.lly

With respect to naval and air forces, the adjustmen 8
will be more far reaching and may involve some reductions in
numbers. However, because the cost of modern arms is rising
steeply, overall defense costs are expected to remmin af least
at present levels in the years ahead. As an example of the
high cost of defense, a single B-52 bomber costs as much ‘
today ($8.5 million) as thirty-four B-17 Flying Fortresses in
World War II.

THE BASIC PROBLEM: The basic problem now facing NATO is how
to modernize its forces with the necessary expensive new
equipment within defense budgets which in most countries are
already &s high as domestic conditions will permit, unless
Eagt-West tensions should increase. Some NATO countries are
unable within these budgets even to meet the operating costs
of their existing conventional forces without extermal
assistance; the majority can meet these costs but have an
inadequate margin of funds left for equipment replacement and
modernization. While some economies may be possible which
will offset in part the added costs of the newer weapons, the
NATO governments are keenly aware of the necessity not to
reduce their conventional forces t¢ such a point that their
only response to any challenge from the Commmniste (such &s &
local hostile action) would be nuclear war. In the words of
the Norwegian Foreign Minister at the recent NATO meeting in
Bonn, "The Western Alliance must not be obliged to choose
between apocalypse and capitulation.”

In these circumstances the only recourse of most NATO
countries is reliance on the U.S. for & diminishing amount
of conventional equipment and, for the present, virtually
all of the complex and highly expensive new wespons required
to maintain NATO's front-line strength. Although vital to
this purpose, this assistance in FY 1958, if approved by
Congress, would total about 2.3% of the U.S. military budget.
Considering the paramount importance of maintaining on the
side of the Free World the great human and material resources
of Europe and of denying those resources to the Commmnist

bloc, it can with justification be maintained that no element
of U.S. defense expenditures is better spent. SECRE'{



SECRET European Region

EUROPE'S CONTRIBUTION TO DEFENSE - CURRENT PROBLEMS: It is
not always appreciated that the bulk of the manpower assigned
or earmaerked to NATO commanders is provided by the European
NATO nations, and that during the seven years of the NATO
buildup, those nations have contributed 85% of the total cost
of their defense programs and have supplied 60% of the equi
ment for their forces ”

In addition to men and materiel, the European countries
make available to each other and to the United States base
facilities, air fields, ports and communications networks,
either directly or under the NATO infrastructure program.

To date over 140 air fields have been constructed under the
NATO infrastructure program, many of which are occupied by

units of the United States Air Force. In time of emergency
all these bases and facilities will be available to U.S.
forces. Without them, the effectiveness of U.S. nuclear
retaliatory power would be materially reduced.

During the past year the combined defense expenditures
of European NATO nations reached an all-time high of $13.3
billion. This compares with $11.9 in 1955, $12.2 in 1954
and $6 billion in 1949, the year NATO was established. The
1956 defense expenditures of France, Italy, The Netherlands,
and the U.K. represented substantial increases over 1955,
and in only two countries were expenditures lower than in
1955.

The military strength of the Alliance cannot be main-
tained and developed without continued regard for the
economic base upon which it rests. The ultimate hope of
the Free World lies not only in military defenses but in the
vitality of our economic system and of our democratic in-
stitutions, and in our ability to prove that & free society
holds greater promise for peaceful progress than does
Communism. Any democratic government, to stay in power,

12

must achieve & reasonsble balance in the allocation of
resources between defense and other competing requirements.
This is a pressing problem for some of our NATO allies,
notably the U.K. and France, whose economies have been under
great strain for a variety of reasons.

Since 1950 the U,K. has been making an outstanding
defense effort, consistently devoting a greater proportion of
its national product to defense than any other NATO country
except the U.S. Considering that the U.S. per capita gross
national product and income are more than twice that of the
U.K., the British defense effort has constituted a consider-
ably greater burden and strain on the domestic economy than
has that of the U.S. During the past year the U,K., concluded
that it could not continue to devote so large a proportion of
its resources to defense without risking economic cellapse.
Under the circumstances, the Macmillan Government was forced
to make reductions in the defense effort. In response to the
urgings of its NATO allies, the U,K. Government has agreed to
stretch out the reductions in its forces in Germany to phase
in more closely with the buildup of German units. While the
British reductions have been & source of serious concern in
NATO, this concern arose primarily from the fear that other
nations would take a similar course and that & "chain reaction”
would be set up. The bulk of U.K., combat forces on the
continent will remain, and the British reductions effected do
not invalidate NATO defense plans or strategy.

France has for some years been over-extended economically
and militarily, primerily because of the succession of crises
in various parts of the French Union. Bitter fighting has
occurred in Indochine and Algeria. The blocking of the Suez
Canal accelerated the drain on French resources in general
and on foreign exchange in particular. At the present time,

France has a substantial portion of its forces in Algeria,
seriously depleting its contribution to continental defense.
While the Algerian operation is obviously & matter of French
national interest, it has been recognized by the North Atlantic
Council to be of great importance to NATO as well. As General
Gruenther has said, it would not be in our interest to have
NATO's southern flank "




SECRET European Region

The German buildup also presents problems. Adoption by
Germany of only 12 months military service in September of
last year had an unfortunate effect in other NATO countries
with longer periods of service. The rearmament program has

not proceeded as rapidly as Planned, and the German Government,

while not denying previous commitments to NATO, for a total
force of 500,000 men, (12 divisions, 120 naval vessels, and
1,325 aircraft), has indicated that budgetary, political and
technical considerations make it impossible to indicate at
this time when these goals will be reached. Two circum-
stances are basically responsible for the delays. This is an
election year in Germany, and the opposition parties have been
able to make & major issue of the rearmement program, which

is both costly and, because of vivid memories of Ge 's
bitter experience in World War IT controversial

Despite the lag, there is evidence that the Germans are
planning and working with thoroughness and proficiency, and
that a solid foundation is being built for a German force
which will be effectively organized and equipped
they are building slowl; in,

U,S. MILITARY ASSISTANCE PROGRAMS: In keeping with the
principle that each member of the Alliance contribute
according to its specialized abilities, the U.S. has under-
taken through the MAP to furnish equipment and training
which the European NATO countries would not be able to

provide from their own resources. For some time, the
emphasis in this program has been on modernization. In
presenting the program to the Congress a year ago, the
Executive Branch emphasized the necessity of programming
modern weapons such as guided missiles, rockets, electronic

1"

equipment and advanced types of aircraft for grant aid or for
sale to our NATO allies. We have made clear in NATO and in
bilateral discussions that delivery of such equipment will
depend upon the capability of forces effectively to utilize
it, and that our ability to devote an increasing share of
the military assistance brogram to newer types of weapons
will also depend to a considerable degree upon the recipient
countries' willingness and capability to assume a greater
share of the costs of maintaining existing forces. (See
separate Section on "New Weapons").

During World War II the U.S. benefited greatly from
research and development by our European allies. Now the
tables are reversed, and the U.S. has outstripped other NATO
countries in research and development. If we are not to
continue indefinitely as the exclusive "modern weapons
arsenal” for NATO, we must help other NATO nations to develop
the technological know-how to produce the complex weapons re-
quired by present-day forces. A start in this direction has
been made not only through the Mutual Weapons Development
Program and the Facilities Assistance Program (described
elsewhere in this Presentation) but also through a new U.S.
offer announced to the North Atlantic Council by Secretary
Wilson in December, 1956. Subject to certain security
guarantees, the U.S. will make available sample items of
modern weapons and technical data thereon to those NATO
nations having the industrial, technological and financial
capability to undertake production. This program is intended
to put to better use the scientific and technical skills and
production capacity available in NATO countries. In carrying
the program forward, countries will be encouraged to coordinate
their production plans so as to avoid wasteful duplication of
effort.

NECESSITY FOR U,S. AID: NATO faces Problems - high costs of
modernization, U.K, reductions, French withdrawals, German
delays, adaptation to combined conventional-nuclear defenses -
but neither individually nor in combination do these problems
appear beyond solution by an alliance with NATO's history of
accomplishments. A proven organization with a record of
rising to challenges, NATO is addressing itself competently
and aggressively to these problems with no thought but that
they will be met and overcome. The military strategy of the
Alliance is sound. The European NATO countries are continuing

to carry the bulk of the common defense effort in Europe, to

SECRET
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the limit of their political-economic capabilities. The role
played by the U.S. continues, however, to be essential,
without which the whole structure would collapse. Our forces
in Europe are vital militarily and psychologically and our
end-item assistance plays an indispensible role in the
necessary maintenance and modernization of NATO forces.
Failure of the U.S. to provide this assistance would mean that
the forces of European NATO countries flanking U.S. troops in
Europe would be inadequately armed and that the concept of an
integrated NATO force with an atomic capability, capeble of
helping to deter and, if necessary, to defend against aggres-
sion in Furope, would not be realized. Unless NATO countries
have the assurance that their forces will be effectively
armed and that the U.S. will continue to support their
efforts on their own behslf, the Alliance can only deteriorate,
and the U.S. will be forced to undertske a far greater defense
effort against far heavier odds in the face of the Soviet
military threat.

MIT.ITARY ASSISTANCE FOR NON-NATO COUNTRIES OF EUROPE: In

addition to the military assistance program for NATO countries,
ted for assistance to Spai

of the Mutual Security

discussed in detail i

country sections of this presentation.

4

SECRET



S'ECRET Military Assistance
PROGRAM AND OBLIGATIONS SUMMARY

EUROPE {In Thousands of Dollars)
Programs Estimated Obligations Estimated
FY 1957 Unliquidated
FY- FY FY Proposed Cumulative 7/1/56 3/1 - Obligations
Country 1950-57 1956 1957 FY 1958 30 June 56 | 2/28/57 6/30/57 Total 30 Jun 1957
TOTAL 11,927,034 0L $ 261,262 $ 338,509(1$11,584,181 |$ 111,822 |$ 96,197 {$ 208,01 $ 1,488,21
Austria 7" 0,

Belgium 1,133,47

Denmark Lok,143
France 3,633,728
Germany

Ttaly 1,596,41
Luxembourg 7,43Y
Netherlends 938, 564
Norway 580,879
Portugal 263,129
Spain 352,63
United Kingdom 92'+,1+51
fugoslavia 179,979

SECRET

1%
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Military Assistance

PROGRAM AND EXPENDITURES SUMMARY
EUROPE {In Thousands of Dollars)
Programs Estimated Expenditures Estimated
FY 1957 Unliquidsted
FY FY FY Proposed Cumulative T/1/56 3/1- Obligations
Country 1950-57 1956 1957 FY 1958 30 June 56 | 2/28/57 | 6/30/57 Total 30 Jun 1957
TOTAL 9 oL 261,262|$ 09 339,322 37,139 427,520 96k,659 | $1,488,219

Austria X3 R 00 00
Belgium 1,133,471
Denmark hol,1h
Freace 3,633,728
Gexrmany
Italy 1,596,41
Luxembourg Tok
Netherlands 938,566
Norway 580,879
Portugal 263,129
Spain 352,633
United Kingdom 92k, k55
Yugoslavia 779,979
( ) Indicates

negative

amount

SECRET
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Shaded areas are Security elassified
and must not be divulged to
unauthorized individuals. All

other material is unclassified.

Defense Support

EUROPE  Regional

ESTIMATED OBLIGATIONS AND EXP ENDITURES ($ in thousands)

Cumul. FY 1957 ESTIMATE
Ry ° o Unexpended
FY 1956 A AR Total /30757
Obligations ....c.se.s 12,1‘28, 511 21‘, 3114\ 78,750 103L06h XXX XXX
Exponditures «oveen 12,284,073 | 109,913 | 39,289 | 1k9,202 | 98,300

SUMMARY OF PROGRAM

FY 1956 FY 1957 Prapased FY 1958
Total weveeenrerernsereererens 92,127
Earlier economic programs in NATO countries s plus continued
military assistance, have contributed to the necessary eco-
nomic support of an over-all NATO base structure vitel to -':33#,?5:": SS|STANCE 597
U.8. security. Participants .....eeeesernees 2’285
Contr, Services ............ l, 651
The Proposed FY 1958 PI‘OEBJR Supplies & Equip. ........ 17,507
Contr. to Coop. Service .. -
No Defense Support aid is proposed for West Other weeuevveereressersvnsiens 1,579 8/
! Total Proj. Asste ceeeeeas 23,619
also proposed to continue ) or year
Progr: n ugoslavia and the regional Technical Exchange NON-PROJ, ASSIST.
program, previously financed by Defense Support appropria-
tions. In keeping with the contemplated new aid concepts and Agric, Commod. Total .. 52,000
practices, these are proposed for FY 1958 in the sections on SUPPIUS ceveenverennneneneees 52,000
Other Programs (Special Assistance) and Technical Cooperation. Other ... ceueseecnsvesennans -
tndus. Commod. Total .... 16,1&99
Row Mat'ls. & Fuel ..., 9,301
- he Machinery & Equip.sisas. 7,153
Defense Support program and a P,L 480 sales program will com- Other ind. Commod. ..... L5
Dlement each other in bringing essential commodity imports
into Spain and in generating local currency proceeds for Cash Grants .....eeeecreeenn -
Spanish economic development purposes and for U.S. military Othe 9
and other uses. T TR TR | Other e,
Total Non-Proj. Asst. .. 68,508

s/ Includes $1,232,000 and $1,200,000 for FY 1956 and FY 1957, respec-

tively, for interregional expenses.

17



EUROPE  Regional

Shaded areas are Security classified
and must not be Jiuulpd to
unauthorized individuals All

other material is unclassified.

Defense Support

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
TOTAL TURE AND | MOUSTRY | Lo HEALTH PUBLIC | DEVELOP, | CENERAL
FISCAL YEAR AND LABOR AND EDUCATION | ADMINIS- SOCIAL
cosT NATURAL MINING TATION SANITATION TRATION | WELFARE | MISCEL- g
RESOURCES LANEOUS
& HOUSING
Actual FY 1956 1euvvrrereeerseesresessesesssssenses 861 10,773 8,340

Proposed FY 1958 ...uccierereersennenenenennnnnes

02 2,289

a/ Includes $1,232,000 and $1,200,000 for FY 1956 and FY 1957, respectively, for interregional expenses.
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E ic & Technical Cooperdtion
EUROPE /Qe?w conomic echnic per

EUROPE

ECONOMIC AND TECHNICAL COOPERATION PROGRAM

(In thousands of dollars)

Shaded areas are Security classified
and must not be diuulpﬂl to
unauthorized individuals, All

other material is unclassified.

Actual “Estimated
FY 1956 FY 1957 Proposed FY 1958
Other Other Tech. Other
Programs Programs Total Coop. Programs
Spain 1,000 1,000 -
Yugoslavia 2,500
European Technical Exchange -
European Scientific and
Engineering Program -
Joint Control Areas 18,663 y 12,000 5/ 11,370 - 11,370 5/
Other Th2 - - - -
Total 19,405 12,000 32,970 3,500 29,470
Interregional Expenses 235 &/ 200 Y/ 430 - 430 &/
Total 19,640 12,200 33,400 3,500 29,900
y Excludes domestic support costs financed from Joint Control Area appropriations which are included in Inter-
regional expenses.
y Financed from Joint Control Area appropriations.
5/ Includes $130,000 requested under Joint Control Area appropriation and $300,000 for interregional expenses of the

European Technical Exchange program, funds for which are included in Other Programs (Special Assistance).
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EUROPE  Regional
Objectives: To cooperate in maintaining and expanding the
economic strength of the Western Alliance and of friendly.
third countries; to maintain an environment favorable to con-
tinuation of military base.rights essential for U.S. secur-
ity; to encourage further Buropean economic integration as a
means of promoting economic growth and political cohesion; to
stimulate closer economic ties between OEEC/NATO countries
and other countries on their periphery, such as Spain and
Yugoslavia; to bolster independence of European countries
from Russian domination.

Background: The two most important developments affecting
the economy of Europe in the past year have been the Suez

crisis and the significant progress toward more effective

Buropean economic cooperation.

Prior to the Suez crisis, the European economy had been grow-
ing at a rate approximating that of the United States. Gross
output of the OEEC countries in 1956 was about one-fourth
greater than in 1951. The European economy, however, was al-
ready beginning to show signs of inflationary strain when the
Suez crisis erupted. Prices were rising at an increasing
rate and in some countries, notably France and the U.K.,
heavy pressure on foreign exchange reserves had been experi-
enced. The very large surplus position of Germany in the
Buropean Payments Union was also giving rise to concern about
the structure of economic relations between Germany and the
rest of Europe.

The closing of the Canal and other developments in the Near
East and North Africa aggravated these problems. Belt-
tightening and other self-help measures, and cooperative U.S.
European efforts to coordinate the procurement and allocation
of oll supplies, served reasonably well to meet the situation
for most countries., More extensive measures have been neces-
. sary for the U.K. and France, which are making the bulk of
the Buropean contribution to NATQO defense. The entire U.K.
qQuota in the International Monetary Fund has been put at the
disposal of that country; the British have obtained a fully
secured loan of $500 million from the Export-Import Bank; and
the President requested that the Congress permit the post-
ponement of seven annual payments due under the Anglo-
American financial agreement of 1946. In addition, the

Economic & Technical Cooperdtion

ludes $235,0(

%gclu g, ?egséc1

b/ Includes $742,000 for Te
2

onal and undlstributed.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thausands)
c:?uL FY 1957 ESTIMATE
thru / ° / nexpende
FY 1956 A Py Total Veraorar
Obligations ....eeees 2,277,905 5,571 6,623 12,200 XXXX
Expenditures ....... 2,269,456 6,208 7,841 14,049 6,600
SUMMARY OF PROGRAM
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Specia sist,

Technical Cooperation ,, - - 3,500 3,500 Xxxx

o : XX &% X %% x XXXX
evelopment Assist, .....

Other Programs ........... 19, 6&0 12, 200 29,900 29, 900
Total cueveeernieienseinens 19,640 12,200 33,400 3,500 29,900

PROJECT ASSISTANCE

Technicions ..c.cccevvvnnnnns 1)46 95 792 )"'51 3)"'1

Paorticiponts ...ccceevevnnnnns 266 205 2)226 l) 771 )"'55

Contr, Services .....eveveeee 1)43 160 1, 397 )“‘39 958

Supplies & Equip. ......... - - 719 669 50

Cantr, to,Coop, Service - - - = -

Y S 275 240 916 170 T46
Tatal Proj. Asst, ......... 830 700 64050 3)éoo 21550

NON-PROJ. ASSIST.

Agric. Commod. Total ..... 16,489 11,000 11,000 11,000
SUMPIUS 1eveueereneanersennns 16,489 11,000 11,000 11,000
Other . iviseececcrensssensnces - - - -

Indus. Commod, Total ..... - - 15,000 15,000
Raw Mat'ls. & Fuel ......] - - 8,500 8,500
Machinery & Equips ciiudd - - 5,000 5)000
Other Ind. Commod. ......{ - - 1,500 1,500

Cash Grants ..cceecenscenennes - - l) 350 l’ 350

Other voreeeeesrsresremn 2,321 % 500 - -
Total Non-Proj. Asst. ...| 18,810 11,500 27,350 27,350

0, $200,000, and $h§0 000 for FY 1956, FY 1957, and
ive for interregiohal expenses.




EUROPE Rwd Economic & Technical Cooperdtion

German Government has made various financial arrangements benefi-
cial to the U.K. [France has also been given access to IMF re-
sources and has secured a short-term loan of $100 million from
U.S. commercial banks.

Accomplishments: The outstanding development during the year has
been a series of new initiatives taken by European natioms, in-
cluding the United Kingdom, toward closer unity and cooperationm.
These moves were all initlated before the Suez crisis, but the
crisis gave Buropean governments and peoples & new sense of ur-
gency regarding the need for strengthening the basis of both
European and Atlantic cohesion.

While these initiatives have been in the economic and téchnical
field, they have significant political implications for European
and Atlantic unity. Beginning with the Marshall Plan and the
establishment of the OEEC and the EPU, the U.S. has consistently
supported progress toward freer, non-discriminatory, multilateral
trade and convertibility of currencies. This policy has been
based upon the conviction that Buropean economic cooperation can
create strength and unity of purpose as a bulwark against Commun-
ist subversion or aggression, and can make Europe a more effec-
tive partner of the U.S. It can also contribute toward expanded
levels of trade and material well-being in Europe and throughout
the free world.

Significant progress has been made recently in several major
areas. The six nations already Jjoined in the European Coal and
Steel Community (France, Italy, Germany, Belgium, Luxembourg, and
the Netherlands) have completed negotiation of treaties to estab-
lish a Common Market and a community for common development of
nuclear energy for peaceful purposes (EURATOM). EURATOM, in ad-
dition to being a step in the direction of Buropean unity, will
provide for the efficient development of nuclear power on a re-
glonal basis. During the next decade this arrangement can make a
major contribution to meeting EBurope's growing long-term energy
needs. The same is true of the nuclear energy work of the QEEC.
Under the Common Market, substantially all barriers to trade
among the Six would be eliminated over a 12 to 15 year period,
and common tariff levels would be applied to outside countries.
The Common Market will extend beyond the trade field to provide
for hnarmonization of economic and social policies among the Six.
It is hoped that the EURATOM and Common Market Treaties will be
ratified by national parliaments during the course of 1957.

A

A third major initiative is the proposal for formation of a broad
Eurcpean free trade area, an important step toward closer rela-
tions between the U.K. and the Continent. Negotiations to estab-
lish the free trade area are now beginning in the OEEC in Paris.
Under the proposal, the U.K. and other interested OEEC countries
would be associated, on a multilateral basis, with the more
tightly-linked six-nation Common Market. The Plan contemplates
elimination of barriers to internal trade among member nations on
a wide range of products, but, except for the six members of the
Common Market (who would constitute in effect a single unit of
the free trade area), member countries would be free to va.ry
their tariffs toward non-member countries.

The postwar growth of Burope's economy was given a substantial
1lift by large-scale U.S. economic assistance under the Marshall
Plan and Mutual Security appropriations through FY 1954. Since
that time, BEuropean growth has continued without U.8. economic
aid, except for some special programs, primarily for Spain,
Yugoslavia, and Berlin. Per capita Gross National Product has
increased in recent years at approximately the same rate as in
the U.S. The European Productivity Agency and national institu-
tions to promote productivity have taken root and their programs
have won increasing support. The total volume of imports into
the OEEC area in 1956 was over 80% above 1948 and 50% above pre-
war, The corresponding increases in the yolume of intra-European
trade were 170% and 90%, reflecting the gradusl removal of intra-
European trade and payments barriers.

The interrelated advances in Europe's trade, productivity and out-
put have permitted per capita consumption to rise by about 30% be-
tween 1948 and 1956. These advances have also encouraged Western
European nations to take an increased interest in providing eco-
nomic and technical assistance on a large scale for newly develop-
ing areas of the world -- areas whose economic growth is of great
interest to the U.8. 1In 1955, for example, the flow of public and
private capital from Western Burope to these less developed areas
is estimated to have been approximately $1.4 billion, of which
about $600 million came from private sources.

U.S. economic cooperation with Europe and the accompanying Buro-
pean economic growth have also created a favorable environment for
cooperation in the defense sphere through HATO and other Jjoint de-
fense arrangements.



EUROPE Regional

The total effect of these past programs has been to add to U.S.
security and to emhance U,S., economic growth directly and indi-
rectly. The security effect is evident. The economic implica-
tions may not be so readily apparent. European economic growth
and U.S. growth support each other, both through direct trade be-
twveen these areas and through Europe's assistance to the growth of
other areas trading with the U.S. The value of commodity trade
between Burope and the U,S. increased by 75% from 1950 to 1956.
Moreover, Europe's ability to support large defense establish-
ments and to assist in the economic development of less developed
countries tends to reduce the economic burden on the U.S.

The Proposed FY 1958 Program

Other Programs: This category includes the continuation in
FY 1958 of the

the Joint Control Areas progr
Technical Exchange Program :($2.3 miliion),
participation in a regional program to increase the supply of
sclentific and engineering skills in the North Atlantic area |

), and $.3 million for interregional expenses.

special Yugoslav economic program ($15 miliien),
1.5 million), the European

Beginning in FY 1958, it i1s proposed to
programs in Spain and Yugoslavia
($1 million and $2.5 million, respectively) from Technical Coop-
eration rather than from Defense Support funds.. The activities
involved are similar to those funded in other countries from
Technical Cooperation appropriations, and the change is intended

Technical Cooperation:
finance technical cooperation

, & new proposal for U.S.

Economic & Technical Cooperdtion

Shaded areas are é’ecurity classified
and must not be divulged to
unauthorized individuals. All
other material is unclassified.

to help simplify the program structure for appropriation pur-

poses,

Program Plans: U.S, economic programs in Europe are not based

primarily on economic ald, but on cooperation in the various eco-
nomic activities cited above in related flelds, such as P.L. 480
sales, which help to strengthen European economies.
to continue such activities in FY 1958,

It is planned

The illustrative country program for economic and technical co-
operation for Spain for FY 1958 is confined to a $1 million Tech-
nical Cooperation program, which will continue prior year programs
to assist Spanish industry and agriculture to learn improved tech-
niques, and the previously described $3 4
program. However, Spain has other major requirements for outside
resources to assist her in Promoting economic development and in
reducing pressing problems of economic instability. The latter
tekes the form of growing inflation and a balance of payments
deficit.

The proposed Defense Support program plus anticipated P.L. 480
sales should help substantially to alleviate these economic prob-
lems. It ©

The European Technical Exc would con-
tinue -« on's slightly redu ot .S. support
for the highly successful and growing cooperative effort of the
OEEC countries to strengthen institutions and practices generating
increased productivity. This same growth objective will also be
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supported by the other FY 1958 aid programs, and by the various
regional cooperative activities previously mentioned. :
ortance of these activities is underlined by he
‘te the unprecedented postwar economic growt :
8., output in the Soviet Bloc is estimat
,ccnt yearu at wm substantiany h.i.gher':ra.

dlong: *1cipa$e tham this differenh

Economic & Technical Cooperdtion

Shaded areas are Securily cle

and must not be J[uu[g.nl

wunauthorized individuals.c

nclasaifi

PROJECT ASSISTANCE BY FIELD OF ACTIVITY ($in thousands)
UNITY
AGRICUL- | \NDUSTRY HEALTH PUBLIC | DEVELOP. GENERAL
FUNCTION AND FISCAL YEAR Pkl TR > AND TRANSPOR: LABOR AND EDUCATION | ADMINIS- | _SOCIAL L.
RESOURCES MINING SANITATION TRATION &WE{SE:::‘EG LANEOUS
ACTUAL FY 1956
Technical Cooperation ...cccesieeienscneees
Development Assistance ..ccieciesscesecees a
Other Programs .eceeseceassaccsscossascescennss 830 - 266 13 b1 20 52 30 ko8 =
Total tereeeercennnresserisnnsensesssssecne 830 - 266 13 41 20 52 30 408
ESTIMATE FY 1957
Technical Cooperation .i.icciceseeccsnccanes
Development Assistance .....cecsececcncenes b
Other Programs ...ceeecerscsessssosecnncaionne TO0 - 215 - 77 60 - 13 335 =
TOtal rerrrersssssassrnessanaansassessnanasnes 700 _ 215 - T 60 - 13 335
PROPQSED FY 1958
Technical Cooperation .iccieeeescecsnccscases 3,500 1,051 1,021 335 = 325 2’"’3 25 500 c
Other Programs (Special Assistonce)..... 2,550 12 180 15 ,4'03 112 - 29 1) 799 =
Total suressrereensrenereresessssassasenssenes 6,050 1,063 1,201 350 403 437 2h3 5k 2,299

a/ Includes 000 for interregional expense
”/ n gZQZﬁtific ané Engin%ering r g?gmgan

Buropesa

a 330860982 ieesfezgigazfgzﬁzﬁs

glona.l expenses.

¢/ Includes $800,000 for



EUROPE - Trade and Prices

TRADE OF OEEC COUNTRIES WITH REST OF WORLD

($ Billions)
25
Imports oS
20 \— £ :
. e 208
& ot e
. = Deficit i 8 -
10 .-':'k o a%* Exports
5
I I
0 i l I
1947 1948 1949 950 195I 1952 1953 1954 1955 1956

VOLUME OF EUROPEAN TRADE

. 200

. (Indexes — 1953 « 100)

lso—INTRA OEEC TRADE 0

‘ EEC Exports to Rest of World
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150 1— 50
o [ R R ) L 125 Est.
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1956

1955

1947 1948 1949 1950 195I 1952 1953 1954

TRADE OF U.S. WITH EUROPEAN COUNTRIES

 $ Milligns)
V77777 Cher. Imports trom U.S.27777

United
Kingdom

Agriculfural imports from L S KRR 4903

Germany
(Fed.Rep.)

Netherlandsp
France

Italy

Belgium -

Lux. Europe Takes 52% of

U.S. Agricultural Expo
Spain

Yugoslavia w

Calendar Year 1956

Source: U.S. Customs Data.

Total

CONSUMER PRICES - SELECTED COUNTRIES

130 -
{Indexes 1953=100)
120
United Kingdom
110 © f
Italy Germany
- e --"l'---
’_——Q’—T_
(00 mumm— agn=s
Frunce
oo 1 ! ! | | | 1
1954 1955 1956 1957
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AUSTRIA

nit
TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions
Per capita GNP coccviceeccscccsccsnnnnconconss Dollars

GNP and
DEFENSE EFFORT DEFENSE EXPENDITURES «.vvveavccescosccssccceess $ Milllons
As percent of GNP (in current prices) .e.coes Percent

As percent of Central Gov't expenditures .... Percent

1953
3,170
455

Calendar
1954
3,480
499

Years
1

3,860

554

12

0.3 1

1%

1956
4,020
575

39
Lg

INDUSTRIAL PRODUCTION INDEX .ceeccescavcsscnccs 1953=100
AGRICULTURAL PRODUCTION INDEX ...ecu.eeveeeess. Prewar=100

CONSUMER FRICES (end of year) seceessceseces .es 1953=100
TRADE WITH U.S. (U.S. Customs Data)
Imports from UeSe seeesececsscscecscscsssssss $ Millions
1]

EXDorts to U.S: ceevcccsosccocsossescssccansse
Trade BAlANCE .ccccocevcassscanacannncssens "

ECONOMIC TRENDS

100
99
101
60

35
-25

114
108
104

37

30
=7

133
104
107

56

34
=22

138
110
110

77

47
-30

Country Fiscal Year ending December 31

(In Mi1lions of Dollars) 1954

Total revenues ...cccocovessccsscscncssnscsscssse
Total expenditures ..cceeccossceccccsocssscsnce

cE"TRAL eovyT Deficit or Sll!'pl‘llﬂ et ssssccsssssrrscsssss s
F INANCES

As percent of GNP ...civenecaceccccnccncnnace
Foreign Debt ..ccccececcccsncscctscnsccctenss

857
817
£40

Total Debt (ZroSs).ceeecsescossescsccasoscssecs 468

1%
58

19535
932
939

-7

446
12%
53

1956
1,003
1,014

-11

1957 (Budget)
1,137
1,145

-8

Not
Available

Imports (£.0.D.) ccecensesscascscrnscssssccnnns

Exports (£.00De) coveverecccsscencsacssasasocns

Payments for Services .....ccesevvcescaccrecccs

Receipts for Serviced .....cccccocsccceccccanss

Net Capital Operations ....ceceveseasessccsacss

BALANCE BEF(RE SPECIAL RECEIPTS FROM U.S...
Special Receipta from U.S.:

U.S. Military & OSP Expenditures ....ecccee.

Economic

MSP Aid Receipts ..cceeccentccnensees ceee

PL 480 Receipts ....ccoceccscccocssoccose

less Local Currency for U.S. Use .....

NET TOTAL SPECIAL RECEIPTS FROM U.S. +cec..

BALANCE OF
PAYNERTS

BALANCE AFTER SPECIAL RECEIPTS FROM U.S. ..

889.9
807.3
123.8
160.9
=24.1
-69.6

11.4
1.0
9.6

-5.6

+16.4

_53 .2

‘ (In Millions of Dollars) U,S, Fiscal Year 1956

+21.8

+4».3



U 3 H Shaded areas are Securit tlaooi[ie.{
EUROPE Auitria Mutual Security Program v

and must not be J:'uu/;ed to
unauthorized individuals. All

other material is wunclassified.

U.S. Interests: Austria regained full sovereignty by the State
Treaty of 1955. It is an integral part of the Free World, and
the Austrien people ere overvhelmingly pro-Western. Austria has
adopted a policy of military neutrality, but has emphasized that
the policy requires readiness to defend its borders against for-
eign incursions. Austria has assumeda heavy burden of obligations
to the Soviet Union as & price for the State Treaty. It is in the
interest of the United States to maintain and promote the econo-
mic and political stability of Austria. Assisting in the recon-
struction of the former Soviet Zone of Occupation serves this
purpose and helps to sustein Austria's ddherence to free world

rinciples and its resistance to Communism. SErns
princip THE PROGRAM FY 1956-58 %
: oo : ($ Millions )
30.0
o 0.04
FY 1956 FY 1957 FY 1958

(Praposed Program)

for Military Assistance.



EUROPE Mutual Defense Assistance SECRET
Auibria Military Assistance

OBJECTIVES

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)
FY 1957

MAJOR COMBAT FORCE OBJECTIVES:

thrv )
7/1/56 to
FY 1956 2/28/57

Unilquidated
Total obitgations
6/30/87

3/1to
6/30/57

-PROGRAM (Dollars in thousands)
FY 1956

FY 1950-57

FY 1957 _ Proposed FY 1958

CONTENT OF FY 1958 PROGRAM
No. escription

COUNTRY CONTRIBUTICN TO DEFENSE: Since achieving independence

in 1955, Austria has steadily consolidated its political,
economic and cultural alignment with the West. The manner in
which Austria provided asylum to Hungarian refugees and the
position it took in the UN on the Hungarian crisis demon-
strated the strong and independent spirit of Austria vis-a~-vis
the Soviet Bloc. In the military field, Austria is cooper-
ating with the West to the maximum extent possible without
exposing itself to the charge of violating international
commitments. Since gaining independence, Austria has created
an armed force which exceeds by two brigades, the force
originally planned for establishment during that period. The
military buildup has the support of both major political

ies, and legislative measures needed to carry out defense
plens are expected to receive increased support as a result Equipment and Supplies Purchased to 31 Dec. '5 $
of the Army's effective performance during the Hungarian crisis. Programmed from Excess U. S. Stocks to 31 Dec. '$6 s

SECRET
%




SECRET  Austria_

COUNTRY LIMITATIONS: Austrian military neutrality precludes
membership in NATO or the conclusion of a mutual assistance
agreement with the U.S. Austria does not have the financial
means to procure initial equipment for the planned forces
without jeopardizing important economic objectives, but it
has indicated that it will maintain such equipment in combat
readiness from its own resources. Austria's exposed position,
bordering on the Soviet Bloc, has a limiting effect on the
scope and timing of the Austrian buildup, and the influx of
refugees from Hungary is posing special problems for the
militery program through diversion of resources for food,
clothing and shelter.

APPRATSAL OF FORCES:

ACTIVE FORCE

ADMINISTRATION: No MAAG authorized. Headquarters U.S.
Furopean Command provides personnel to assist the U.S.
Attache in administering the program.

PER CAPITA MILITARY PERSONNEL COSTS: Not available.

SECRET



SECRET austrra

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Item

Proposed

Program
FY 1958

Total Delivered Estimate of

Program Program Through Delivery Undelivered
FY 1957 FY 195057 {28 Feb. 1957 | Mar-Jun 1957 | 30 Jun 1957




AUSTRIA

TREND OF ECONOMIC ASSISTANCE

274

1949 1950 19561

INDUSTRIAL PRODUCTION
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(index:
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GNP and
DEFENSE EFFORT

ECONOMIC TRENDS

CENTRAL GOV'T
FINANCES

BALANCE OF
PAYMENTS

BELGIUM-LUX

. Dnit
TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions

Per capitf GNP c.cccececocccsoccacocccccnsnee Dollars
DEFENSE EXPENDITURES ..... cecssans cserescscnses $ Millions
As percent of GNP (in current prices) ....... Percent
As percent of Central Gov't expenditures .... Percent

TINDUSTRIAL PRODUCTION INDEX ....veesesees csenee 1953=100
AGRICULTURAL PRODUCTION INDEX .ecsceioovesecses. Frewar=100
CONSUMER PRICES (end of year) ceeeecececcscoss . 1953=100

TRADE WITH U.S. (U.3. Customs Data)

EXports tO UeS. cieeoeseccecessesccansncnncns

Trade BRlBNCE .c.ecesvecocoscsscssvas cieass "

ﬂ- Tmports £rom UsS. cececeesccessssscsssecsccss $ Millions
"

1953
8,930
983
406

5%

22%
100
123
101

236
236

t- As percent of GNP ...ccescencccrccncccacannss

Calendar Years

1954
9,200
1,008

410

5%
20%

106
125
101
270

192
-78

1955

9,640
1,050

354
L%
174
116
132
102
319

243
~76

1956
10,000
1,083

370(Est.)
54
17%

122
135
105
432
304
-128

Country Fiscal Year ending December 31

(In Millions of Dollars) 1
Total TeveNUueS..ceeececcescsenccecesccesasaccnan 1,669
Total expenditures .ceeeecseecsscssscecnssscaas 2,022
Deficit or SUrplus c.esececsessscsesseccscccne -353
Total Debt (Bross).ccececcesseccccscccsascannns 5,875
65%

Forelgn Debt ..ccececcessacescscsccncscccncne 485

:.:l:l:l.l.l.l.l-l.l.l.I.I-I...l:.:l-.:I:-:I.I:.:.:l:l:l:':l:l:.:.:.:.:.:.:l:I:I:I:l:.:l.. .:I:I:....l..:.-.-.-..........l-
B U,S, Fiscal Year 1956

(In Millions of Dollars)

EXports (f.0ebe) civeveveccscncncccsasascnccnss
Payments for Services ...c.ceccececcccecctacses
Recelpts for Services ...c.cccecscescencccnscens
Net Capital Operations ..ccececccccccccce ceenen

BALANCE BEF(RE SPECIAL RECEIPTS FROM U.S...

Special Receipts from U.S.:
U.S. Militery & OSP Expenditures ....ccccec..

Economic
MSP Aid Receipts .eeececcecnne teesacsaces
PL 480 Receipts sevenscccrecncnes seessecs
less Local Currency for U.S. Use .....
NET TOTAL SPECIAL RECEIPTS FRGM U.3. ......

BALANCE AFTER SPECIAL RECEIPTS FROM U.S. ..

n.a. - Not Available

Imports (£.0ebe) ceeveveceseccecaccnnascassans 2,620.9
2,940.9

628.0
496.0
+113.0
+301.0

58.2
1.2

-0.1
+59.3

+360.3

1955
1,738
2,08,

-346

6,058

63%
521

1956
1,929
2,216

-287

6,356
62,
506

1957 (Budget)

2,027
2,216

3,027.3
634.0
504.0

+110.2
+168,3

40.9
0.2

+41.1

+209.4

-189



EUROPE  Belgicem

U.S. Objectives: Continuance of the Belgian contribution, to the
military, political end economic strength of the Western Allience,
including the maintenance of effective defense forces.

U.S. Interests: Belgium occupies a strategic position in the in-
dustrial heart of Western Europe. Moreover, Belgien territories
in Africa are a primary source of strategic raw materials for the
West. For example, as & result of U.S.-Belgien agreements, the
Belgian territories in Africa have become a principal source of
uranium for U.S. atomic development so essential to the defense
of the free world.

Belgium has strongly supported the concept of Atlantic unity and
the role of NRATO in the defense of Western Europe. Thé Belgian
Government, long in the forefront of the movement toward greater
Western European unity, bas recently taken the lead in urging
the necessity of further economic integration through the esteb-
lishment of & Common Market end EURATOM. The caliber of Belgian
statesnen has been such that this country has gained a signifi-
cant place in the political councils of Western Europe which
belies its relatively small size. The Belgian government is
stable and its policies of active alignment with the West have
the support of the overwhelming majority of its population.

The Belgian economy, which has continued to expand in recent
years, plays an important role in the industrial life of Western
Europe.

E ]|
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Mutual Defense Assistance

EUROPE
Z?e&;iu&n

Military Assistdnce

OBJECTIVES:

MAJOR COMBAT FORCE OBJECTIVES

5 Divisions (b :m, :L mared)
Sh Navel Vessels :

mrme 28 Adr Sqnadrons (6 F/B, 1 'ﬂa.c Recon., 1 T.rms.,

12 IDF, 8 AWX)

PROPOSED FY 1958 PROGRAM: "The progrem would provide $12.2
: 1ion, exclusive of modern wespons, to meet equipment
ies and provide modernization. It includes $6.
”'mf;emea af tmes md. $5.8 mm.ionf for

Air Force:

FY 1950-1957 PROGRAM

SECRET
2

W

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousards)

Cumul FY 1957
FY'hlr;Sé AN e Totol ob }::t'?::.:d
' _ 6/30/57
$ 5,340 | $10
25,500 | 37,342

PROGRAM (Dollars in thousands)

FY 1950-57

$1,133,477

No.

CONTENT OF FY 1958 PROGRAM

Equipment and Supplies Purchased to 31 Dec. ‘5%
Programmed from Excess U. S. Stocks to 31 Dec. '56




SECRET Belgium

Air Force
OSSN

ACTIVE FORCES:

AMINISAB;ATION: The present authorized caomplement of the
MAAG is TG military personnel supplemented by 15 local em-

; ns:to NATO. The pres nt government has ma.in- '

tained the requirement of 18 months military service, al- ployees. 10 U.S. civilians are authorized.

though reserve divisions were reduced from 4 to 2 last year.

Since 1949 Belgian defense expenditures have totaled about PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
$2.5 billion. Belgium has provided a significant proportion dollars, the average annuel maintenance cost of a soldier,
of its military equipment needs, including sizeable numbers seilor or eirmen is $1,605. This includes pay, allowance,
of aircraft, ammunition, electronics, artillery and small subsistence and individual clothing costs.

arms. Belgium has also agreed to assume complete responsi-
bility for providing spares for the Army as of 30 June 1957,
and for the Air Force as of 1 July 1957. Navy spares have
been a Belgian responsibility since 31 December 1955.

COUNTRY LIMITATIONS: The principel limiting factor in Bel-
gium's cohtribution to NATO defense is its unwillingness to
provide adequate budgetary support. Belgium has the econ-
omic capability to increase defense expenditures, but the
policy of successive governments has been to extend social
welfare benefits, and to promote economic expansion without
deficit finencing. These factors, together with the belief
that the dangers of war have receded, has tended to keep
Belgian defense expenditures lower in proportion to GNP than
those of most other NATO countries.

 APERAISAL OF FORCES

‘SECRET
3
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BELGIUM

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Ttem

Proposed

Program
FY 1958

Program
FY 1957

Total

Program
FY 1950-57

Delivered

Through
28 Feb. 1957

Mar-Jan 1957

Estimate of
Delivery

30 Jun 1957

Undelivered

mm HE,
zm/am--
8CR-506

' ty:pea) (M Rﬂs)
, v/f,m, m Gun{M Rds) |
. v,_vt, 105mm Bbw, (M R&s)
155ﬂﬂb (all models) 1 o
Mmﬂ%mMWﬁaqm@nmrmmﬂ,:

0 000 ©0O0B 000 00O

‘o000 oDoO coc>g§< OB

34



EUROPE .L’mmﬁo«/u;

U.8. Objectives: Continuance of the Luxembourg contribution to
the military, political and economic strength of the Westerm
Alliance.

U.S. Interestse: Although a small country, Luxembourg makes a
relatively important contribution to the industrial capacity of
NATO.

Luxembourg has been a strong supporter of the North Atlantic
Alliance. Together with Belgium and the Netherlands, it hes
been in the forefront of the movement toward greater Westerm
European unity, including the Brussels Treaty of 1948, the
European Defense Community, the Western European Union and, more
recently, the treaties to establish a Common Market and EURATOM.
The caliber of Luxembourg statesmen has been such that Luxembourg
has gained a significance in the political councils of Western
Europe which belies its small size.

Mutual Security Program

Shaded areas are Security classified
and must not be divulged to
unauthorized individuals, All

other material is unclassified.
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EUROPE Mutual Defense Assistance SECRETl
Lurembourg Military Assistdnce

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

MAJOR COMBAT FORCE OBJECTIVES: FY 1957
Cumul
thru
° /1to Total Unltquidated
FY 195 Ty | oo ' ob  Igat Tons
PROPOSED FY 1958 PROGRAM

PROGRAM (Dollars in thousands)

© FY 1950.57 FY 1956 FY 1957 | Proposed FY 1958
$ 7,431 :
FY 1950-1957 PROGRAM: CONTENT OF FY 1958 PROGRAM
e Ne. Description

COUNTRY CONTRIBUTION TO DEFENSE

Luxembourg has no naval or

air forces.;}-
one repi ! < In addition, a
small terrltorlal force has been formed for the purpose of
maintaining internal security in case of emergency. However,
the strategic position of the country, its high industrial
development (12th largest producer of steel in the world)
skilled labor force, and well-developed communications net-
work constitute worthwhile additions to NATO resources.

The coelition government of Christian Socialists and
Socialists has given wholehearted support to NATO policies
and objectives. Defense expenditures rose from approximately
$2 million in 1949 to over $12 million in 1955.

* Less than 500 rounds.

. Equipment and Supplies Purchased to 31 Dec. '56
SECRET Programmed from Excess U. S. Stocks to 31 Dec. '5%




SECRET Luxembourg

COUNTRY LIMITATIONS: The small size of the country and an
acute shortage of labor are the main limiting factors. Lack
of adequate training areas in Luxembourg led to agreements
with Belgium and France permitting Luxembourg units to conduct
training maneuvers in those countries. The shortage of
military manpower has been aggravated by the attraction of
workers to the iron and steel and mining industries.

APPRAISAL OF FORCES:

ACTIVE FORCES:

ADMINISTRATION: No MAAG authorized. The program is
administered by MAAG Belgium.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a soldier,
is $1,100. This includes pay, allowance, subsistence and
individual clothing costs.

3
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QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Item

. g S7om Rifle (M Rds)

EEC RET ruxemBourc
[ .
Proposed Total Delivered Estimate of
Program Program Program Through Delivery | yngelivered
FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mar=Jun 1957 | 39 gun 1957

75mn Rifle (M mas) |

,; ,106m Rifle (M Rds)

,!_&mtta:c (M Rds)
Mortar (M Ras)
£, 105mm, How,M2(M Rds )

oﬁ: {other types)(M Rds)

36" Mb-Series (M Rds)
5", M28-Series (M Rds)

c..le) Radio Set
} GRc—3) Radio Set,
10 (AN/YRC-8) Radio Set

{/GRC-4) Radio Set
.»/cmc-s) Radio Bet

. SECRET




BELGIUM-LUXEMBOURG

CONFIDENTIAL (AsNoted)

TREND OF ECONOMIC ASSISTANCE

261 ( $ Millions)
i ! o o o o oo
1949 i950 1951 1952 1953 1954 955 1956 1957 1958
U.S. Fiscal Years { Program)

{15mos.}

'DEFENSE EXPENDITURES and U.S. MILITARY ASSISTANCE
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GNP and
DEFENSE EFFORT

ECONOMIC TRENDS

CENTRAL GOV'T
F INANCES

BALANCE Of
PAYMENTS

DENMARK

. Unit
[TOTAL GROSS NATIONAL PRODUCT (4in 1955 prices).. $ Millions
Per capita GNP ..cccceecccncccccsocccccacncns Dollars

DEFENSE EXPENDITURES ............ creccessscesss $ Millions
As percent of GNP (in current prices) ce..... Percent
As percent of Central Gov't expenditures .... Percent

.

TINDUSTRIAL PRODUCTION INDEX +veevevecooceocnces 1953=100
AGRICULTURAL PRODUCTION INDEX .oveeveeocenenes .. Prewar=100

CONSUMER PRICES (end of year) .v.eececevecveces 1953=100
TRADE WITH U.S. (U.S. Customs Data)

Imports from U.b. .iecessccssscsccanss cecsess $ Millions
Exports 10 U.S. tevieeeironsencnscncecens caes "
[L Trade Balance ....... esessseseeaseaasecscsons "

Total revenues ...cieieceeccesscesssscecosncnsoe
Total expenditures .....oecesecesccecccscaseance
Deficit or sSuUrplus .c.eveececescecococccvoans

F As percent of GNP ...c.ecevencececcconssascans
Foreign Debt .ccccevcccccevercsrccnscanncsane

(In Millions of Dollars) 1954

62/,
648
-24

Total Debt (gross).cseeceieecascosccarsscccsnns 1,247
. 33%

212

U,S, Fiscal Year 1956

Ca

lendar Years

1953 1954 1955
4,160

4,050
915

129
3%
20%
100
121
100
39

40
+1

Country Fiscal Year endin

1,2

1950
617
648
-31

75
32%

182

(In Millions of Dollars)

Imports (£.0.De) ceveeeescescsarassosasssasscnse
Exparts (£.0eDe) teveencestoesnsscosossanscnace
Payments for Services ..ccceceveccrsarsrcsccese
Receipts for Services ...c.coceecersecesccsnass
Net Capital Operations ....ccceveccrceccencsaes
BALANCE BEFCRE SPECIAL RECEIPTS FROM U,S...

Special Receipts from U.S.:
U.S. Military & OSP Expenditures ...c.eeceee

Economic

MSP 4id Receipts ceersececsccccncacenovane
PL 480 Receipls ceeieeccercnconccens ceece
Less Local Currency for U.S. Use .....
NET TOTAL SPECIAL RECEIPTS FROM U.S. eecees

BALANCE AFTER SPECIAL RLCEIPTS FRMM U.S. ..

1,110.0
1,073.0
271.0
319.0
-30-9
-19.9

35.0

+35.0

+15.1

932
128

4,150
922

133

3% 3%

21

109

% 21%

112

128 130

103

47
51
+4

109

68
58
-10

1956
739
604,

4135

1,341
32%
217

U,S, Fis

Qe

g March 31
' 1957

1956
4,160

917

136
3%
21%

-:.:-:.:..-:.:-:.:.:..:.:.:.:.:.I.I.-...l.l.I......-l.l.............'.l.'.l.'.l.l.'.l.'.'-..I.'.' 2860868588588 0680600000060 00000000 ss00000
'.. asssae®B®Ep ..I-I.I-........I.I..-..I.I.I-l.........I-....l.I.....I......-.......-.......--..........-...........................................-......-.-

111
125
114

84

59
=25

743
613

#130



EUROPE Dennark

U. S. Objectives: To sustain and encourage effective Danish
participation in NATO, active Danish cooperation in the communi-
ions a.nd Da.nish support of U S. policies; to re-

. nl T m iy satisfactory
cen .to support Danish efforts to build an effective
efense force without Jeopardizing continued internal economic
growth.

U. S. Interests: Denmark, by virtue of its geographic location,
controls the entrance to the Baltic Sea, between Germany and the
Scandinavian peninsula: Greenland is an integral part of the
Kingdom of Denmark; U.S. bases in Greenland, made available as
part of Denmark's contribution to NATO, are vital to the defense

j ce to the U.B. that the:
1able: as a widely
respected traditionally neutralist country, Denmark'!s adherence
to NATO provides psychological support to Western Europe's
defense, surpassing Denmark's material contribution: Denmark's
general support of positions taken by the U. 8. in International
forums is useful beyond its dirsct value.

Direct cultural ties with Denmark are strong and Denmark is in
the front rank of European cultural developments. These ties,
on both a personsl and professional level, are useful sources
of cultural interchange for both countries, particularly in the
fields of sciences and the arts.

U. S. economic relations with Denmark are more extensive than
with any other Scandinavian country. The U.S. is the third
largest importer of Danish products, and Denmark provides a
substantial market for Americen products,

L)

Mutual Security Program

Shaded areas are &curily classified
and must not be Jiuulg.u{ to
unauthorized individuals, All

other material is unclassified.

FINLAND

THE PROGRAM FY 1956-58

{$ Miilions)

16.6

Military
Assistance

FY 1957 Fy 1958

(Proposed Progrom)

RY 1956

U, S. Programs: The total Mutual Security Program proposed

for FY 1958 is

for Military Assistancs.



EUROPE Mutual Defense Assistance SECRET

D) ) Military Assistdnce
OBJECT IVE

sl

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

' FY 1957
Cumul
MAJOR COMBAT FORCE OBJECTIVES: ey 1956 sy 2075 Torsl | Grigutions.
2/28/57 6/30/57 6135157
ont. | $395,800 '
Exp. ;3115;,532
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 | FY 1957 Proposed FY 1958
$hok, 143

CONTENT OF FY 1958 PROGRAM
Description

Equipment ond Supplies Purchased to 31 Dec. '56 s
Programmed from Excess U. S. Stocks to 31 Dec. 56 $




SECRET

f-program, a@iernizatian of aireraft control and warn°
" system and close support radar. : : . :

Denmark

New Weapons: 1 baitalion.of_Honést.JOhnméhd.ljﬁi
of NIKE missiles.: : -
COUNTRY CONTRIBUTION TO DEFENSE: Base facilities provided
by Denmark for U.S. forces in Greenland constitute an im-
portant contribution to Western defense.

Denmark is currently devoting about 3% of GNP to de-
fense. The Danish defense effort, while small in relation
to the efforts of most other NATO countries, is quite large
by traditional Danish standards. Within the limited level
of expenditures, Denmark has teken positive steps in the
past year to utilize its resources to improve its forces.

It has ordered Hewker-Hunter aircraft, U.S. helicopters,
transport and amphibious planes and is completing construc-
tion of 3 submarines. Denmark has also assumed responsibil-
ity for spare parts procurement for Army and Navy.

COUNTRY LIMITATIONS: An evaluation of the Danish defense
effort must teake into account the social and political situ-
ation within the country which has been pacifist and neutral-
ist for generations. The Social Democratic Party, which
brought Denmerk into NATO in 1949, governs in coalition with
the Radical Liberal Party, a small but powerful group of
neutralists who are pressing constantly for reductions in
defense expenitures. The Social Democrats themselves, while
defense-minded, are committed to & social and economic pro-
gram which forecloses any possiblity of increased defense
expenditures. Economically, Denmark has inflation and
foreign exchange problems which contribute to the pressure
against further defense spending.

APPRAISAL OF FORCES:

 training and logistical suppnrt impair the effectiVEa,;
_ Danish land forces.

Aly Force

ACTIVE FORCES:

ADMINISTRATION: The present authorized complement of the
MAAG is 42 military personnel supplemented by 8 local em-
ployees. 7 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenamce cost of a soldier,
sailor or airman is $1,145. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET
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QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed

Program
FY 1958

Total
Program
FY 1950-57

Delivered
Through
28 Feb. 1957

Estimate of
Delivery
Mar-Jun 1957

Undelivered
30 Jun 1957

+ Coastal Minesweeper Emcgr :

7. 180! Escort Vessel (PCE)
Tank, Iight, M2k
- Tank, Medium, Centurion

10. Mount, Tratler, Multi, Cal..50, MG, M55
11. ruck, 1/4 Ton, bxk, (all models)
12, Truck, 3/4 Ton, 4xh, Cargo (all models)

3. Truck; 2-1/2 Ton, 6x6, Cargo gan models
. Truck, 4-5.6 Ton, 6x6, Cargo (PM)
. Truck, 4-5-6 Ton, 6x6, Wrecker

« Gun, 90mm, AA, w/mount (all models)
Howitzer, 105mm, M2AL, v/Crg. or Mt.

9. Howltzer, 155mm, ML, w/Crg.
, Rifle, 106mm, w/Mount
Riﬁe, U..S..,. Cal. -30, Ml-Series

. Cartridge, 4Omm (all types) (M Ris)
. Shell,Fixed,HE,v/f MI'SQ,90mm Gun(M Rds)
. Shell, HE, ML, w/£, 105mm How,M2(M Rds)

20mm Ao, {all types) (M Rds)
» Rocket 2.75" FFAR T .
7. AN/ARN-21 Class V Kit

.. AN/MSQ-1 Radar Set
D Transmitier

g~ 4

DO~ 000 ©oOo.
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CONFIDENTIAL (As Not

DENMARK

DEFENSE EXPENDITURES and U.S. MILITARY ASSISTANCE
150

5(050LD and SHORT-TERM DOLLAR ASSETS

TREND OF ECONOMIC ASSISTANCE

'e}

[+ 1]

AGRICULTURAL PRODUCTION
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CONFIDENTIAL (As Not



F RA N c E Calendar Years
) Onit 1953 1954 1955 1956
[TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions 42,200 4d,,300 47,900 50,000
Per capita GNP c..cccceeccncrssccccsocancscance Dollars 988 1,031 1,106 1,146

GNP and
DEFENSE EFFORT DEFENSE EXPENDITURES ........ teeececscsesssesss $ Millions 3,961 3,346 3,148 4,219
As percent of GNP (in current prices) ....... Percent 10% ag 7% 8%

As percent of €entral Gov't expenditures .... Percent 35% 29% 26% 33%

l..-l.l.l.l.l-l...l-l.l.l-l.I.l-..l.l.I-l-l...l-l-.-l-l-.-l.l-. A R N X esness -
:.-'-.-'f ..I.l.l-l...l..-l.l.l-I-l.l..-l.l.I-I.I.I-I-l.l-..-.l-:.l....-...-...-...-.-.-.'-..-----...-.--..-.'.....':.:.:'.....:.:-..:.:.:::::::.::::::I:::-:::.:.:;:::.:::::

TINDUSTRIAL PRODUCTION INDEX ......... teeeeesene  1953=100 100 111 121 131

AGRICULTURAL PRODUCTION INDEX .cceccvcencenes .. Prewar=100 110 120 127 127

CONSUMER PRICES (end of year) .e.cecececcsccccs 1953=100 98 101 102 103
TRADE WITH U.3. (U.S. Customs Data)
Imports from U.S. «ec.... g vees. $ Millions 338 333 359 558
EXports tO UsSe cececerocacassssosaanss " 186 157 202 236
Trade Balance ..... P eee " =152 =176 =157 =322

ECONOMIC TRENDS

Country Fiscal Year ending December 31

(In Millions of Dollars) 125h 1935 1856 1957 (Budget
Total TOVONUES .« ..-ccooo-- . .o 9,078 10,140 10,477 11,023 (Budget)
Total expenditures ........cccvevereeeronoanes 11,457 12,031 12,943 13,331

CENTRAL GOV'T Deficit or surplus .........cvvvevecannonn. . -1,779 -1,891 -2,466 -2,308
FINANCES

Total Debt (EroS8)eeceecccrececessastacsscasncns 16,143 16,765 18,590 Not
As percent of GNP ....cevcccecsccrnracasannes 37% 35% 359 Available
Forelgn Dbt .ccceeecessvesssossssccccsaconcs 3,200 2,935 2,735

L) --l.....l.-.-.I.l.-.l-.-I..-I.I...-...l-....-.-.I...-.l...l.--.-l.l-l.l.-..--.l...-.-..-l...--.-I.-.l...P.-......-I.l...I-I.I...I....-..I- ..: :
..II.II.I.I'I.l.I---l.-.-lI.I.-l.lII.Il.l-l.-l----..--..-....-......--.. . PO OO O0OBOOSS
(In Millions of Dollars) U,S, Fiscal Year 1956 0,5, Fiscal Year 1957 '
Imports (£.0.be) eeseeevecesassascseccnnensanes 3,256,0 3,865.0
Exports (£f.0ebe) ceveeccccnncceess veecsecnsennn 2,997.0 2,944,.0
Payments for Services .....ceccevcceccencscanes 1,117.0 1,390.0
Receipts for Services ..c..ccvcececccaccccecens 957.0 988,0
Net Capital Operations ....cccececccescccccsans =361.5 +26.8
BAIANCE BEF(RE SPECIAL RECEIPTS FROM U.S... -780.5 -1,296.2

Special Receipts from U.S.:
U.S. Military & OSP Expenditures .....ccce.. 576.2 335.6

Economic
MSP Ald Recelpts .c.coeevrvcscsanccsancns 52.6 38.1
PL 480 Receipts ......... e eenseccsossnres 0.7 -
Less Local Currency for U.3. Use ..... -6.0 -3.8
NET TOTAL SPECIAL RECEIPTS FROM U.S. ...... +623.5 +369.9

BALANCE OF
PAYMENTS

BALANCE AFTER SPECIAL RECEIPTS FROM U.S. .. -157.0 -926.3



. Shaded areas are &curity classified
EUROPE 4 y Mutual Security Program and must not be divulged to
rGanc unauthorized individuals, All

olﬁ:r material i3 unclassified.
U.S. Objectives: To maintain France securely within the NATO ‘
alliance and assure continued French cooperation in Western
European defense; to strengthen the effectiveness of French NATO
forces; through the OEEC and other regional organizations, to
encourage and assist the French to strengthen their economy.

U.S. Interests: The United States is primarily interested in
insuring continued and effective French participation in and
contribution to the strengthening of Western defense, particular-
ly within the NATO framework. Because of its strategic location,
France is one of the keystones of the North Atlantic Alliance
and of the military plans developed by NATO for the defense of
Europe. Moreover, the lines of commmication from the Atlantic
ports to our military forces in Germsny traverse France.

The French armed forces, & large segment of which is presently

heavily engaged in Algeria, represent one of the strongest poten- /%Q
tiel elements in the deterrent and defeansive strength of NATO. THE PROGRAM FY 1956-58 w‘fy
As part of our own contribution to NATO defenses, the U.S. main- {$ Millions)

tains numerous facilities in France.

While French-U.S., relations were severely sirained last winter
because of French intervention in Egypt, close working relations
have been re-established in recent months. Mutual interests and
objectives in meny fields serve to facilitate the return to
normalcy. 98.9

France plays a major role in international affairs and, although
troubled by a strong Communist movement at home, has construc-

tively supported Free World opposition to militant international
Commmism, French leaders pioneered the movement toward European

political and economic integration which hes resulted in the
European Coal and Steel Community and the Western European Union.
Recently France has played an important role in the negotiations
resulting in agreements which, when ratified, will provide for
the establishment of the European Common Market and EURATOM. ]

French-German repprochement, marked by increased political and FY 1956 FY i957 ohY 1988
economic cooperation between the two major Continental European
countries, has helped to mend the wounds of World War II end to
hasten the recovery of Western Europe.

Assistance

The total Mutusl Security Progream proposed for

U.Se. Programs
' 0 or Military Assistance.

FY 1958 18 &




EUROPE Mutual Defense Assistance SECRET

4¢ance

Military Assistance

OBJECTIVES
ESTIMATED OBLI A in thousand
MAJOR COMBAT FORCE OBJEC g OBLIGATIONS AND EXPENDITURES (Dollars in thousa s)
Comol FY '!957
thru ’ Untiqul
A e
30/

PROGRAM (Dollars in thousands)

FY 1957 Proposed FY 1958

FY 1956

FY 1950-57

633, 728

CONTENT OF FY 1958 PROGRAM
No.

PROPOSED FY 19

Description Value

Air Force:

_were in units. The 1950-57 Program provides equ
ment, , supplies and training velued at $3,634 million as

follows:

5_:3:_11- Unit equipment including 2,662 te

Equipment and Supplies Purchased to 31 Dec. '56
Programmed from Excess U. S. Stocks to 31 Dec. '56 ¢

SECRET
4



S EQRH France

Air Force

COUNTRY CONTRIBUTION TO DEFENSE: France is engaged in a
major military effort in Algeria which is taxing her re-
sources and has necessitated the withdrawal of large portions
of French M-Dey forces fraom the Central European front.
France considers that the restoration of order in Algeria is
-essential to the protection of French interests and to the
protection of NATO's North Africen flank.

French defense expenditures in 1956, including expendi-
tures for Algeria, amounted to $4.2 billion, or 8.0% of GNP.
Except for the expenditures of the U.S. and the U.K., this
represented the highest level in NATO, both in relative and
absolute terms. Since 1949, France has expended almost $2k
billion for defense. In 1957, expenditures are estimated’
at about the same level as in 1956.

France has large armaments industries and has purchased
considerable quantities of military equipment both at home
end abroad. Procurement from the U.S. alone amcunted to
more than $250 million in 1956. France has accepted respon-
sibility for providing spare parts for the Navy after 1 Sep-
tember 1956, and Bas suggested a cutoff date of 1 January
1959 for Army spares.

COUNTRY LIMITATIONS: Economicaelly, France is severely over-
éxtended, and the effects of Suez are aggraveting an already

serious situation. During 1956, there was & marked deteri-
oration in the balance of payments and a substantial in-
crease in the netional deficit. The persistence of the
Algerien problem is costing France nearly $1 biliion per
year in direct expenditures, plus heavy indirect costs.
Under the circumstences, it is impossible ‘to predict when

France will be able to restore its contribution to the Cen-
tral NATO front.

APERATGAL OF FORCES

ACTIVE FORCES:

ADMINISTRATION: The present suthorized complement of the
MAAG 1s 105 military personnel supplemented by 20 indigenous
personnel. 29 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a soldier,
sailor or airman is $1,440. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET
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GERMANY (FED' RER) Calendar Years

- Unit 2932 A954 1955 1956
TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions 34,100 37,000 41,000 43,900
Per capita GNP. Dollars 696 747 820 268

GNP and
DEFENSE EFFORT DEFENSE EXPENDITURES .....c.ccn0 tece-esesssses. $ Millions 1,681 1,646 1,758 1,635
As percent of GNP (in current prices) ....... Percent 5% 5% L% 4%
As percent of Central Gov't expenditures .... Percent 26% 28% 26% 25%

" 22 0099 00 S PSSP G S S S ESSEEEREN0S0DDNEE0ss0ss00ss0s00080E008Es00 L) L) L) [ ]
i g o o o e e

[INDUSTRIAL PRODUCTION INDEX ..... veeeeveesseass  1953=100 100 112 129 139
AGRICULTURAL PRODUCTION INDEX ........ ceeseen .. Prewar=100 113 119 121 119

CONSUMER PRICES (end of year) ...... 1953=100 99 102 104 106
TRADE WIT U.S. (U.S. Customs Data)
Imports from UsSe ceeeececceccccsccccacaacens 4 Millions 355 494 595 784,
Exports to UsSe ceeeesvvccccnen Cecevesecenes . " 277 278 366 494,
Trade Balance e....ccecosesecvssssscssssasss " -78 =216 -229 -290

ECONOMIC TRENDS

( ) " Country Fiscal Year eng.ing March 31

In Millions of Dollars 195 1 195 125&
TOtAl TOVENUGS oo vevrnencnnnncennanennonns . »229 6,59 1,257 7,60
Total eXponditiTes .......ccceiveeesconsscones 5,846 6,262 6,33 7,100

CENTRAL GOV'T Deficit or surplus .......cecveceecncccnes . +383 +332 +32 +504
FINANCES

Total Debt (Eross).cececececccccssessesoccsnses 3,941 5,035 5,001 5,000
As percent of GNP .....ccceescecsccccccccnans 12% 1% 12% 11%
Foreign Debt .cocececeecccsncaceccssseccnaces 1,640 1,906 1,938 1,929

®a"s"s"e"s -'-'-'-'-'-'-'-'-:-:-'.:-:-:-:-:-:i:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:-:l-l:-:-:-:-:-:-.-.-:-:-: -:-:- :o.-:.:. O oser
(In Millions of Dollars) U.S, Fiscal Year 1956 U,S, Fiscal Year 1957 *
Imports (£e0.be) eeveveeeeccccsnocssscsssscanes 5,780.0

6,8
EXports (£.0eDe) sevecceevsescsccccsssccccscccne 6,830.0 8,0
2,0
1,5

Payments for Services ...c.cecscccncccicnnasccs 1,670.0
Receipts for Services ..cecceceecscceccssosress 1,295.0
Net Capital Operations .....cecvceccccnceaceaes -349.9 -605,

BALANCE BEF(RE SPECIAL RECEIPTS FROM U.S... +325.1 +135,

BALANCE OF Special Receipts from U.S.:
PAYMENTS U.S. Military & OSP Expenditures ..... ceeres 308.3 360.6

Economic
MSP Aid Receipts ..iceveiveccccrcocsccnanss 26.5 12.2
PL 480 Recelpts8 ..cceecececcccocnscccrcns S -
Less Local Currency for U,S. Use ..... -0.9 ~1.4
NET TOTAL SPECIAL RECEIPTS FROM U.S. ...... +333.9 +372.4

BALANCE AFTER SPECIAL RECEIPTS FROM U.S. .. +659.0 +507.4
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EUROPE Germany

U. S. Objectives: To strengthen Germany's ties to the West and
enhance NATO defense by: supporting the most rapid rearmament
consistent with Germany's political and economic ability in

consonance with NATO planning;

encouraging German

West through existing organizations (NATO,
WEU, OEEC and CSC) and through EURATOM and the common market.

U. S. Interests: Germany's geographic position in central Europe
and the fact that it remains divided and partially under Soviet
control make it of crucial importance to the Atlantic Community

and the U.S.

The Federal Republic is the front line of NATO defense. In
furtherance of NATO defensive strategy, U.S. and allied forces
are stationed in Germany, and the Federal Republic is continuing
to contribute to the costs of maintaining these forces. The R
military buildup of Germany's own forces, now under way, con- - 7
tinues to be of concern to the United States, related as it is THE PROGRAM F(IM'!K?S? 58 7
to the effectiveness of the whole mutual security effort in
Western Europe. The most rapid development of these forces con-
sistent with political and economic stebility in Germany remains
a basic necessity to the defense of Western Europe.

The development of political democracy in the Federal Republic
since the war and Germany's close continued alignment with
Weatern Europe are assets of the Western Alliance and a challenge
to Soviet domination in Eastern Europe. The German economy, with
its flourishing industrial production, increasing commercial im-
portance, and re-emerged technological pre-eminence forms a sharp
contrast with developments in the Eastern Zone and elsewhere in
the Soviet Bloe.

The foreign policy of the German Federal Government continues to
be premised on loyalty to the free world and full cooperation
with the U.S. The Federal Republic has beern a leader in the

movement toward European economic and political integration re- FY 1986 FY 1957 AN
presented by the European Coal and Steel Community, Western
European Union and recent agreements on the Common Market and
EURATOM. Western Europe is immeasurably stronger because of
French-German rapprochement in recent years, which has resulted U. S. Programs: The total Mutusl Security Program proposed
in increased political and economic cooperation between these two for FY 1958 1 .on for Military Assistance.

countries.




EUROPE ' Mutual Defense Assistance SECRET
QW Military Assistance

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousonds)

FY 1957

MAJOR COMBAT FORCE OBJECTIVES: Cumul 1
thea 7/1/56 1o /110 Totol onliquldated
FYase | /s 6/30/57 6130057

Proposed FY 1958

Description

FY 19501957 PROGRAM:

SECRET Equipment and Supblies Purchased to 31 Dec. '5%
Programmed from Excess U. S. Stocks to 31 Dec. '5%
5




New Weapons :
o

COUNTRY CONTRIBUTION TO DEFENSE: The Federal Republic has
Indicated that 1t will activate in July 1957 5 divisions and
1 minesweeper squadron. The Federal Republic continues to
contribute to the cost of maintaining U.S. and other NATO
forces in Germany. In lieu of continuing support costs at
the former level, the Germans have agreed to provide special
financial contributions and economic concessions to the U.K.
and Frence. The Federsl Republic has placed substantial mil-
itary procurement orders with several of the NATO countries,
including approximately $350 million with the United States.
The Federal Republic is economically one of the strongest of
the European NATO countries. However, German defense ex-
penditures are falling far below the levels necessary to
achieve their planned buildup on schedule.

COUNTRY LIMITATIONS: The German armed forces have run into
fore difficulties than they first anticipated in obtaining
suitable personnel for highly technical positions such as
pilots. But, in general, sufficient manpower is available
from among volunteers and within conscription classes. The
main problems contributing to the continued slowness in the
German buildup are (1) German uncertainty as to the nature
and composition of forces required in light of new concepts
being developed in NATO, (2) reluctance of political leaders
to push ahead vigorously in an election year, and (3) con-
stitutional limitations hindering the acquisition of land
sequired for training areas and barracks construction. The
barracks problem is aggravated by German failure to relocate
refugees currently occupying many military barracks.

APPRATISAL OF FORCES:
BB S &8

on

ACTIVE FORCES

ADMINISTRATION: The present authorized complement of the
MAAG 1s 266 military personnel supplemented by 15 local em-
ployees. 40 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annuel maintenance cost of soldier,
sailor or airman is $2,504. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET



SECRET QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

GERMANY

Item

Bl */fi lo&m ﬁifie(m ‘Ras)

/2 MI5Q, 90m Gua(H Rds)

Shell, HE, w/f PD, h.2" Mortsr (MRis)
Shell, HE, Slmm Mortar (M Ras)

Rocke‘b, HE.AT, ’3'.5": ,}Q&‘S&ri&s ‘(M RﬂS) 1 :

Rocket, SCAR 2.25", (M Rds)
AN/MPS-T, Redar Set, Search -

. AN/TPS-10D INW Height Finder
SCR-300 ‘Em/mc-lo) Radio Set

SCR-506 (AN/GRC-19) Radio Set

Proposed

Program
FY 1958

, w/t, 105mm How,M2(H Rds) |

Program
FY 1957

Total Delivered
Program Through
FY 1950-57 |28 Feb. 1957

Estimate of
Delivery
Mar-Jun 1957

Undelivered
30 Jun 1957

SECRET
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GERMANY
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TREND OF ECONOMIC ASSISTANCE

{$ Millions)

Excludes Joint Cantrol Arecs Program

o
1954 955 1956 1957 1958
9

scal Years

1953
U.S. F|

1952

606

)

1949 1950 195

(I5mos

INDUSTRIAL PRODUCTION

160

( Unadjusted for seasonal variations)
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{ Index:1953=/00)

1948
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Calendar Years

) Unit 1953 1954 1955 1956
TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions 180 200 215 240
Per cApits GNP 4eu.eeecnccosccososooccsacanns Dollars 1,192 1,286 1,367 1,481

GNP and
DEFENSE EFFORT DEFENSE EXPENDITURES «ccevesecccsvesccsresecess $ Millions - - - -
As percent of GNP (in current prices) ....... Percent - - - -
As percemt of Central Gov't expenditures .... Percent - - -

‘.---.-.l.c.l.l.i-l.-.i--.l.-.l..-n.l.l.-.l.o.-.l.l.-.-.l.-.-.l...n-l.-.--l...l.l.-.l.-.-...-.-...-.l.-.l..-.-..c...c.. 9,9,9,0, 0.8 o CICIC ) ()
o"a"e%"s"a"a"e"s"s"s I.I.I.l.l.l...l.l.l.l...l.l.l-l.l.l.-.l.l...l.l.l.l.l.l.l.l.l.l.l.l-l.........I.I.I'l..-I.l.l....:.:..l:l:.:l:.:::::::::::::I:':I:l:.:::::::::::::.:l:::

"PRODUCTION (® SEA FISHERIES INDEX ............. 1953=100 100 107 113 122
AGRICULTURAL PRODUCTION INDEX .oeeeevveenenes .. Prewar=100 - - - -

CONSUMER PRICES (end of Jear) ...cevseveccccses 1953=100 101 102 111 118
TRADE TITH U.S. (U.S. Customs Data)

Imports from U.S. ceeccccsccococsccossscoccss

EXDOrts 40 UuS. seceseoccocrsnconarooscassccns 7 9
Trade BRlBNCE .e.cecsssceceassorssoasoscasas " -6, -2

ECONOMIC TRENDS

[

15,

$ Mil&ions 13.

12
6 8.
-8 -3.

s 00 OIS~

s ONOB P
s O"PH O

Country Fiscal Year ending December 31

1956 1957 (Budget)
49. 55.2

51. 54.0

-1. £1.2

(In Millions of Dollars) 1954

Total revenues sveescecssccoccssssssssos cecceee 39.1
Total expenditures ..ceeececcecccccccsscscecaes 36.0
£3.1

CENTRAL 6OV'T Deficit or surplusd ..c.ccecceeccecccsvccicnss .
FINANCES :

Total Debt (Zross).ceeceescrcsssssccccsccscccans 25.0 26,2 29.9 33,0
As percent of GNP ...cceveectcsccccscscncacss 13% 12% 114 n.a.
Foreligh Debt .cccecececcscccsccscscsccnccsene 1.6 15.8 19.8 23.0

1955
45.
39.
#6.

N =W
= O 0

(In Millions of Dollars) 1,8, Fiscal Year 1956 g,8 scal
Imports (£.0.b.) ceecoscecececsnoecscssoacccnas 72.0 80.0
EXports (£.0.be) ceeescveoceccccccrcscsncccanes 62.0 66,0
Payments for Services .....ccceescccrccnccconce 18.9 16.5
Receipts for Services .....ccececescscscocncncs 13.2 13,0
Net Capital Operations ....cococceseceiscasncse +5.4 +1.1

BALANCE BEF(RE SPECIAL RECEIPTS FROM U.S... -10.3 -16.4

BALANCE OF Special Receipts from U.S.:
PAYMENTS U.S. Military & OSP Expenditures ......... .e 15.0 11.7

Economic
MSP Ald Receipts ..ciccecccscccscnscacnces 0.2 2,
PL 480 ReceiptS cecccecscsscescssecscoacs - 3.0
Less Local Currency for U.S. Use ..... - -
NET TOTAL SFECIAL RECEIPTS FROM U.S. ...... +15.,2 +18.1

BALANCE AFTER SPECIAL RECEIPTS FRGH U.S. .. +4.9 +1.7
n.a. - Not available.



Shaded areas are Security classified

EUROPE Jceland Mutual Security Program and must not be divulged to
wunauthorized individuals All

other material i3 unclassified.

bass in t.his_ atrqta" ¢

FINLAND

U. 8. Interssts:

mehbafship in
r.'tias in the Nmrth .

NATO has delsgated to the United States responsibility for
making arrangements with the Government of Iceland for the
defense of Iceland, which has no armed forces of its own and
a police force of only 180 men, In fulfillment of this 1, -

responsibility, the United States, on May 5, 1951, signed a THE PROGRAM l:IM:!iZib 58
Defense Agreament with Iceland under which the United States
has stationed Ar Air and Navy forces in Iceland, The
fense of Icalnnd

Defense activities have had a marked social and aconomic
impact on this previously isolated country of 160,000 persons,
and the presence of foreign forces in Icel d i itabl

o] (o]
. A

FY 1956 FY 1957 FY 1958

(Proposed Program]

o

U, S, Programs: The only program contemplated for FY 1958
is a small technical assistance program which is discussed
under European Technical Exchange Program.

59/
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Defense Support

Jceland

EUROPE

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thausands)

Comul. FY 1957 ESTIMATE
rr'ids e | Jam | e | Ve
- Obligations veeseees 34,633 9,364 9,364 XXXXXX
Expenditures «eeceeed 3).1,633 3,36).1 3,361& 6,000
SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958
Total iuiverencerssenrsersnnsnns 9’36)4 -l-/
PROJECT ASSIST ANCE
Technicians ..vvieesveenanns -
Porticipants ...vcvcaeesenne. -
Contr, Services ,.,......... 700
Supplies & Equip. .eeeeeee 5,300
Contr. to Coop. Service ,, -
Other wouveiniiiiiriveiecennnns -
During FY 57 the U, S. Government also expects to pro-
cesd with a $6 million loan for the Upper Sog project. Total Proj. Asst. .ee... 6,000 1/
These funds will be used to import generators and other =
capital goods nesded for the hydro-electric project. The NON-PROJ. ASSIST.
project is considered essentisl to the long-term develop-
ment of the Icelandlc economy since the rapidly growing Agric, Commod. Totadl .... 100
city of Reykjavik, which contains over one-third of the SUrplUS tererrevsenseesenens -
total population, would otherwise face a powser shortags Other .uuvversvecsensessarans 100
in 1959, In addition, this hydro-electric plant will
provide electric power to the U. S. military base at indus. Commod. Total .... 3,26l
Keflavik., The local currency necessary for this project Raw Mat'ls. & Fuel ..... 1,345
is expected to be generated in part by loans financed Machinery & Equipsss.... 1,461
through a surplus agricultural commodities program for Other Ind. Commod, ..... 1158
Iceland under P.L. L80.
Cash Grants .ccveeveersececes =
The Icelandic economy received an important benefit from -
a U. S. loan to Denmark in March 1956 of the equivalent Other wuvmrenssnsascnsnsnsnss
of $2,3 million in funds derived from Section L02 sales. Total Non-Proj, Asst. ... 3,36&42/

Denmark, in turn, extended a loan of the same magnitude

to Iceland to assist in the construction of a cement plant
which will eventually eliminate Iceland's need to import
this commodity, now being obtained chiefly from the

Soviet bloc.

1/ Technical exchange for Iceland is shown under European

T Technical Exchange.

g/ $636,000 equivalent of Danish Kroner and Dutch guilders
excluded.

60




Shaded areas are Security classified
and must not be diuul}ld to
unauthorized individuals. All

other material i3 unclassified.

EUROPE  Jceland

This loan program, by assisting Iceland!s economic development,
also reduces Iceland's dependence on imports and assistance
from the Soviets and contributes to the improvement of living
standards in Iceland.

The Technical Exchange program of roughly $100,000 has had a
parallel effect. Through Icelanders visiting America and
American technicians visiting Iceland, the program helps to
break down Lcelandic insularity and instills an appreciation
of American methods in industry, labor, and agriculture.

The Proposed FY 1958 Program

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

AGRICUL- INDUSTRY HEALTH PUBLIC DeVELOR., | GENERAL
. - AND
FISCAL YEAR Pokiety R AND TRANSTOR LABOR AND EDUCATION | ADMINIS- JSoCIAL MISCEL-
MINING SANITATION

RESOURCES & HOUSING LANEOUS
Actual FY 1956 tivininiieiensnnncncececssererensens = -
Estimate FY 1957 .oiviiesercrnecmeecsensenssenns 6,000 6,000
Propased FY 1958 . iviecricnnecernnsecceronenss

61



ICELAND

TREND OF ECONOMIC ASSISTANGE

{ $ Millions)

|04‘;,ollo|£

4 1.0

1949 1950 195! 1952 1953 1954 1955 1956

15 .
{15 mos.) U.S. Fiscal Years

1957

1958

PRODUCTION OF SEA FISHERIES

160

140

120

100

80

60

( Index:1953=100)

{ Unadjusted for seasonal variations)

CONSUMER PRICES

130

T
{ Index:1953 =100)

120

100 —V

olon L1t

1953 1954 1955

1956

‘57

FOREIGN TRADE

I
{ $ Millions)
{¢]
Imports
8
6 _ Oy
Deficit
. AL \
W Exports
- 4L i e | L | | | | l | | f i |
1952 1953 1954 1955 1956 ‘57
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ITALY

Onit
$ Millions
Dollars

TTOTAL GROSS NATIONAL PRODUCT (in 1955 prices)..
Per capita GNP ....ccceceeeeccctosccoccccaane

GNP and
DEFENSE EFFORT $ Millions

DEFENSE EXPENDITURES ..ecceceocccvocnccsncnscns
As percent of GNP (in current prices) ....... Percent
As percent of Central Gov't expenditures .... Percent

-I-I-I'I.I-I.".I.l.I'I-..I-I-I-I....-..I...I-I-.-l-...--.l...I.I'I.I'I.I.I.I...I.I'I-I'I...
l.I-I-I.I.I.I.I.I-I-.I-I.I-I-I.I-...-.-'..-l...-.I-.-I-I-I..-..'-I-I-I-I.I.I.O-I-I..-l-.-l.

[INDUSTRIAL PRODUCTION INDEX .. 1953=100

AGRICULTURAL PRODUCTION INDEX ..cev.covsccses .. Prewar=100

CONSUMER FRICES (end of year) ceceecssscscccsss 1953=100

TRADE WITH U.S. (U.S. Customs Data)
Imports from U.S. .cccecreccosconrosccecanns .o

Exports to UsS. sceececccscancsceccsccaccance
ade BRlANCE ...cceceescctsconscsrcscssonns

ECONOMIC TRENDS

$ M1l1lions
n

l-l L} I.l e a I-I-I.I-I.I.l..- o .I.I.I.I.I.I-I.I-I.I-I-l-I.l-l-I-'-'.'.'...I-'...l.l.... a a a8
'.l-l.l.l-l-..l.l-'-'-..I.l... s .I.I-l-..l-I.l-l.I-l.I-l-I-'.I-I-I'.'I'I.I...I.I-O-I-I.I.. o0 00090
(In Millions of Dollars) ;25%
Total IOVONUBS . .......c.c00ccenacacercne csees 3,18l
Total expenditures .......cc.cceceeecacccanocs . 3,728
Defitit or surplus .......c.ceceecenvcncone . £542

CENTRAL 6GOV'T
FINANCES

Total Debt (gros8).ceeecceeccsscacenns
Ag percent of GNP
Foreign Debt .coceeeeccscscsicoccnccaccccccns

(In Millions of Dollars)

Imports (£f.0.b.) cevecccevececccsoosnscascsaane
Exparts (f.o.b.)
Payments for Services ....cceevecesccccccccecss
Recelpts for Services ..eccceccecescsacscccsces
Net Capital Operations .....ececesvescccoccssce

BAIANCE BEF(RE SPECIAL RECEIPTS FROM U.S...
Special Receipts from U.S.:

U.S. Military & OSP Expenditures ......ccce.
Economic
MSP Ald Recelpt8 cciceccccccoccccccsscnce
PL 480 Recelpts ceeeesereccencccsnncnones
less Local Currency for U.S. Use
NET TOTAL SPLCIAL RECEIPTS TRCM U.S.

44D

BALANCE OF
PAYMENTS

BALANCE AFTER SPECIAL R:CEIPTS FRCM U.S. ..

n.a, - Not Available

6,765

U,S, Fiscal Year 1956

Calendar Years
1954 1955
20,200 21,600
423 450

869 881
4% 4% 4% L%
23% 22% 19% 20%

100 109 118 127
131
104

1953
19,300
405

769

1956
22,400
465

934

117 122 131

100 107 112
286
159

=127

356
142 180 216
-163 -176 =307

IEEZ(Budget
4,490 )
4,750

-260

305 523

Country Fiscal Year ending June 30

3%%22 1956

3,983 & 50

» 452
=417 -524

7,358
35% 36%
515 547

7,917
35%
597

2’ 525.0
1,971.0
555.0
1,047.0
+63.0

+l.0

m.z

18.0
10.4
-5 -l
+171.5

=-21.1
+168,7

+172.5 +225.4
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EUROPE  Jtaly

U. S. Objectives: Further progress in Italy toward a strong
democracy with a viable economy, capeble of resisting the
threat of Communism and of providing important political,
economic and military support to the Western Alliance.

U. S. Interests: Italy, stretching out in the middle of the
Mediterranean, occupies & strategic position on the Southern
flank of NATO. With the help of U.S. equipment, training and
guidance, Italy in the past five years has built up the size
and capebility of its armed forces. In the case of hostilities,
these forces would be vital to defense of the Mediterranean.
U.S.-Italian-RATO military relationships have been marked by

full cooperation and understanding. Through the conclusion of /‘%i
several agreements with the Italian Government in implementation THE PROGR AM FY 1956-58 '?6‘7

of NATO requirements, the U.S., has acquired a number of bases ($ Millions)
in Italy. The Italian Government and people have welcomed the
stationing of U.S. forces alongside Italian units.

Italy staunchly supports the Western Alliance, European politi-
cal and economic integration end U.S. international policies.
Italien leaders have frequently reiterated their desire for the
closest possible collaboration with the U.S. in the political 50.6
and militery defense of the free world. The strong social and
cultural ties between the U.S. and Italy are enhanced by the
large number of Americen citizens of Italien descent in the
United States. These citizens have done much to create in Italy
an understanding of the American way of life and an appreciation
of U.S. international obJjectives.

Military
Assistance

Fy 1957 FY 1958

(Proposed Program)

FY 1956

U. S. Programs: The total Mutual Security Program proposed
for FY 19% is: §50 or Military Assistances



EUROPE Mutual Defense Assistance SECRET = —Xi\\___r;/m’j
Ialy 1 i Sy =

Military Assistdnce

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

MAJOR COMBAT FORCE OBJECTIVES:

Cumul FY 1957
thry Unliquidated
7/1/56 o 3/1te Total ntid
FY 1956 2/2 Obilgations
2/28/57 6/30/57 6430457

PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 FY 1957 Proposed FY 1958

PROPOSED FY 19 :  ‘The propose [ 31,506,k | $29,560 | $38,3%

CONTENT OF FY 1958 PROGRAM
Ne. Description Value

Complete
v -Ms (TOC Kits
Su‘bmrina {88) (1oen)
mm, Ei‘railer, mlti, za

Air Force::

: Equnprnenf and Supphes Purchased to 31 Dec 15 .
'SECRET Programned from Excess Ui 5. Stocks fo 31 Dec




SECRET rtely

upport through T 1957,
electronics ‘equipment and 90 days:

_New Weapons:

COUNTRY CONTRIBUTION TO DEFENSE:

Since the formation of
NATO in 1949; Italy has fully supported the concept of col-

lective security. It has made a creditable record in build-
ing up Italian armed forces and has been most cooperative
with the U.S. in connection with the stationing of U.S.
troop units in Italy. Except for a dip in 1953, the level
of Italian defense expenditures has risen steadily to a
level of a little less than $1 billion a year, which repre-
sents about 4% of GNP. Total Italian defense spending since
1949 has amounted to over $6 billion.

Italian industry is cepable of producing many of the
country's conventional weapons, but its capacity is not be-
ing used to the full owing to lack of financing. Italy is
producing escort vessels, aircraft, general service vehicles,
artillery, rocket launchers and ammunition. The Italians
have agreed to take over & progressively increasing share of
the responsibility for spare parts.

COUNTRY LIMITATIONS: The Italian Government hes undertaken
a long range Economic Development Plan to combat unemploy-
ment and to develop the backward regions of southern Italy.
This program is one of the claims upon the limited budgetary
resources of Ttaly which competes with defense effort. Con-

sidered in the light of the relative economic poverty of the

63

country, which has & per capita GNP of less than $500 per
year, Italian defense expenditures probably represent the
maeximum possible in the present climate of international
affairs. The Italians have indicated that they will atteupt
to increase the defense budget proportionately as GNP rises,
but even this will not &dequately support present Italian
forces, much less finance necessary modernization.

OF FORCES

ACTIVE FORCES:

ADMINISTRATION :

The present authorized complement of the
MAAG is &2 military personnel supplemented by 4 local em~
ployees. 15 U.S. civilians are suthorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the sverage annual maintenance cost of a soldier,
seilor or airman is $837. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET



SECRET ITALY QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed Total Delivered Estimate of
Program Program Program Through Delivery Undelivered
Ttem FY 1958 i FY 1957 FY 1950-57 |28 Peb. 1957 | Mar-Jun 1957 | 30 Jun 1957

v .
mmmeper (mI) :
orpea '“Boa’c, Tend.er (AGP)

. - Ioan)
_- :er Eecort (:PCE)

7. Carriage, Motor, 90m Gun, ¥-36 Series
'+ Mount, Tra:ll:er, Malti, Cal..50, MG, M55

_“»'Vehicle, Tank Recovery, TTh, T51
» Rifle, 106mm, w/Mount
. Carbine, Cal..30, (all models)

cmﬁd'géy HE.AT, 106mm Rifle (M Rds)
+ Shell,Fixed,HE,w/f MT'SQ, 9O0mm Gunil\{ Rds)
Shell, HE, ML, w/f, 1O06mm How,M2(M Rds)

5. AN/ARN-21 Class V Kit
AN/M5Q-1 Redar Set
.- BCR-508 (AN/GRC~3) Radio Set

SCR-608 sm/cmc-s) Radio Set
). SCR-~694 (AN/GRC-9) Radio Set
‘TPruck, Military Bridging, 6x6

_SECRET




CONFIDENTIAL(As Noted)
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NETHERLANDS Calendar Years

. Unit 1953 2954 1 ;ggg_
TTOTAL GROSS NATIONAL FRODUCT (in 1955 prices).. $ Millions 6,820 7,140 7,670 8,
Per capit8 GNP ..ccceveccccccascscscccscceses Dollars 651 673 yAVA 736

DEFENSE EXPENDITURES . ccecevcecsecssssasssssoess & Millions 350 417 4477 488
As percent of GNP (in current prices) ....... Percent 6% 6% 6% 6%
As percent of Central Gov't expenditures .... Percent 21% 23% 21% 23%

B e e o o R K L L B

TINDUSTRIAL PRODUCTION INDEX .ceeveeeecssonsesss  1953=100 100 110 118 124

GNP and
DEFENSE EFFORT

AGRICULTURAL FRODUWCTION INDEX ...cccececceesess Prewar=100 12/, 127 136 139

CONSUMER PFRICES (end of year) ....c.eeecscsaces 1953=100 100 105 105 110

TRADE WITH U.S. (U.S. Customs Data)
Inports from UsS. seoecescecsscssscssccsaccess o Millions 258 423 476 565
L

IL EXpPOrts t0 UeS. ceeeececscesaccrococacannssns 192 159 178 166

ECONOMIC TRENDS

Trade BalBNCe «..ccocevacceccsercssosescnce " -66 264, -298 -399

! Country Fiscal Year ending December 31

(In Millions of Dollars) 1954 1955 1956 1957 (Budget)
Total revenuss ...ccceceeesscccsccccncccccocnss 2,114 2,151 2,112 2,246
Total expenditures ceeececcceccsccccccccacccasne 1,829 2,116 2,172 2,189

CENTRAL 60OV'T i Deficit or SUrpluS ...eecececccecscceccocccnns 28 ‘ -60
F INANCES +285 +35 +57

Total Debt (Eross)..cececeececsrccncacssacesacs 5,459 5,15/ 4,858 Not
As percent of GNP ...ceveeescncconsroscscocne 784 67% 59% Available
L Foreign Debt .ceccceccccceccccscccnsersccaancs 602 530 512

I.l.l.l..-l.:.:.: :.:.l.l.l.l.....l.....l...l.....l.l.l.l.l.l-l.l.:.:. .:- ® .:.l.:.......l...I.O-I.D'I. : : : -:.:.:.......: : :
(In Millions of Dollars) U,S, Fiscal Year 1956 U.S, Fiscal Year 1957

Iports (£.0.bDe) sesesocsccasccccseeacconassoss 3,005.0 3
Exports (£.0.b.) ceveeeccccncaacnn 2,664.0 2,90
Payments for Services ..ccceeecececscrccccccces 619,0 67C.
Receipts for Services ....cceceeceecsccsscssans 995.0 1,02
Net Capital Operations ....eeoccccocescceccccene +22,0 +24,,0

BALANCE BEF(RE SPECIAL RECEIPTS FRCOM U.S... +57.0 ~54.0

BALANCE OF Special Receipts from U.S.:
PAYMENTS U.S. Military & OSP Ixpenditures eccceec..as 99,3 95,6
Economic
MSP Afd Recelplts .cciecerecrsecssennnsans 3.7 -
PL 480 Receldpts ..veviecenieacnncnancaanss -
less Local Currency for U.S. Use ..... =0.4 -
NET TOTAL SPECIAL RECEIPTS FROM U.S. ...ee. +102.6 +95.6

BALANCE AFTER SPFECIAL RECEIPTS FR(M U.S. .. +159.6 +41,6



EUROPE  Nelherlands

U. S. Objectives: Continuation of the important Netherlands
contribution to the military, political and economic strength
of the Western Alliance and the development of such additional
‘military forces as are necessary to NATO strategic concepts
and which can be maintained over an extended period.

U. S. Interests: The Netherlands occupies a strategic position
at the mouth of the Rhine River and along the Western approaches
to the Central European Plain. Her extensive port facilities
along the Atlantic Coast provide the means for alternate lines
of supply to forces in Germany. At the invitation of the Dutch
Government, a U.S. Air Force squadron is stationed in the
Netherlands in furtherance of NATO objectives. The U.S. also
has harbor facilities at the Port of Rotterdam.

In international forums the Netherlands looks to U.S. leader-
ship and actively supports European economic and political in-
tegration. The Netherlands' participation in RATO has been
marked by vigorous support for the concept of Atlantic unity
and an understanding of the needs of Western defense.

The Netherlands, with its long history of political democracy
and a well-educated and industrious population, represents an
important element of stability in the political and economic
fabric of Western Europe. The healthy Dutch economy makes a
major contribution to the economic life of Western Europe,
especially in the scientific and technical fields. The Govern-
ment of the Netherlands is an outstanding example of political
stability in Western Europe. The Dutch Communist Party is one
of the smallest in Western Europe. Economic, political and
cultural ties with the U.S. are strong. The Netherlands and
the U.S. have many mutually beneficial commercial interests,
and the Dutch are one of the highest per capita buyers of U.S.
agricultural products in the world.

Mutual Security Program

Shaded areas are Security classified
and muat not be Jivu{g.cr{ lo
unauthorized individuals. All

other material is unclassified.

FINLAND

_ S
THE PROGRAM FY 1956-58 %r;

Military
Assistance

FY 1956 FY 1957 FY 1958

{ $ Millions}

32.6

Proposad Progrem

U. S. Programs:
for FY 1958 is.

The total Mutual Security Program proposed
for Military Assistance.



Mutual Defense Assistance SECRET
Military Assistance

EUROPE _
Nelherlands

_OBJECTIVES:

MAJOR COMBAT FORCE .OBJECTIVES:

16 Maritime Patrol &
13 arce 27 Mir Sqtmdrons 3 wa,)s r/n, 6 %,

: 10! essels,

Navy:

Alr Force:

provided for Army forces, and a ve.r"
selac*bed categories of ammltion for

70

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

Comul FY 1957

thru Unilquidated
7/1/56 to 3/1t0 Totol N

FY 1956 2/28/57 6/30/57 ere Obé}gs;;?ns

PROGRAM (Dollars in thousands)

FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
$938, 566
CONTENT OF FY 1958 PROGRAM

No

,1,790, L

 Shell; mE, h.2" Mcrtar (x Rds)

"k 3"/50 Ammo. (M mds) 156
. 2 AN/FP3-8 (Modification Kit) 120
20 AN/MRC-20 Radio Set 113
6 AN/MPG.10 Redar Set 691
5 AN/4 Class VKit 650
:.t:‘rnck, Mil'l tary Bridging, 6x6 598
’Fallow-on Spare Pa.rts o 5, 872
ers Cnems
Equipment and Supplies Purchased to 31 Dec. 'S $ 7,763
Programmed from Excess U. S. Stocks to 31 Dec. '56 $ 38,655




SECRET Netherlands

COUNTRY CONTRIBUTION TO DEFENSE: The Dutch have been strong
and consistent supporters of the NATO defense effort, as
evidenced by their recent decision to increase their active
ground forces to two divisions in 1958 by bringing a reserve
division to active D-Day status. Total active strength of
Duteh forces is 121,000 with treined reserves numbering

The Netherlands defense expenditures have increased
progressively each year, and the government is pledged to
maintain the defense budget at a new peace-time high through
1960. With about 6.0% of GNP devoted to defense, the Dutch
now rate third among all European NATO countries in this
respect. Since 1949 they have spent $2.7 billion in their
own defense.

The Dutch are financing or producing locally much of
their military equipment, including ships, vehicles, ammmi-
tion and spare parts. They have agssumed full responsibility
for Army and Navy spares and will take over the supplying of
Air Force spares on Merch 1, 1958.

COUNTRY LIMITATIONS: In purely budgetary terms The Netherlands
might be expected to make a greater defense effort, but con-
sidering the political situation and the fact that few NATO
countries are making a relatively greater effort, a further
increase cannot realistically be expected. Manpower shortages
result in competition between industry and the military
establishment. In particular, there is a shortage of skilled
technicians in the services.

with o
s valuable asset to

2 i bk

Dute

PRATSAL, OF FORCES:

n

ACTIVE FORCES:
Army:
.xavy: o

_Air Force:
_ Reserve l‘orees + 160,00

ADMINISTRATION: The present authorized complement of the

MAAG 18 56 military personnel supplemented by 8 local em-

ployees. 7 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a soldier,
sailor or airman is $946. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET



SECRET  wermerramps QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DEL IVERED
Proposed Total Delivered Estimate of
Program Program Program Through Delivery Undelivered
Ttem FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mar-Jun 1957 | 30 Jun 1957

0o owo Ruo #oo

b%&ﬁu

g&GCu@(m)
,Wn&u

&m,%m M,MQTW&
. Gun, Automatic, 4Omm, ML, w/Crg.
E_(}w:z,%m M,w%mﬁ(ﬂlm@h

. Hovitzer, 155mm, M1, w/Cerriage
+ Rifle, 106om, w/Mount
_,wmm%cu .30 (all models)

. 20wm dmmanition (all types) (M Ras)

» Cartridge, HE,AT, 106mm Rifle (M Ris)

. Shell, HE, 155mm How (all models) (M Rds)
q@mwuducm@Mwmmmﬂ b
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NETHERLANDS

CONFIDENTIAL (As Noted)

TREND OF ECONOMIC ASSISTANCE

{ $ Millions)
567
i3 4 o 0. 0. 0.
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958
(15 mos.) U.S. Fiscal Years { Pragram)

DEFENSE EXPENDITURES and US. MILITARY ASSISTANCE

600

400

200

U.S. Miiitary Assistance

( $ Millions)

Defense Expenditures

INDUSTRIAL PRODUCTION

160

{Index:1953=100)

140

{ Unadjusted for Seasonal Variations)

120

100

GOLD and SHORT-TERM DOLLAR ASSETS

1,600

1,200

800 F£8

400 B3

T
( $ Millions-End of Period )
1,024
"
\‘\\\@\.;\
N
SN
\\\:‘\\
1953 1954 1955 1956 '57

CONFIDENTIAL(As Noted)
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GNP and
DEFENSE EFFORT

ECONOMIC TRENDS

CENTRAL GOV'T
F INANCES

BALANCE OF
- PAYMENTS

NORWAY

Calendar Years

_Unit 1953 1954 1955

$ Millions 3,060 3,200 3,300
Dollars 912 942 964,

1956
3,460
1,001

"TOTAL GROSS NATIONAL PRODUCT (in 1955 prices)..
Per capita GNP esc.coococcocsccccscncccsccoacs

DEFENSE EXPENDITURES ...cievvecees ceccssescsnes

$ Millions 149 160 133
As percent of GNP (in current prices)

135(Est.)
Percent 5% 5% 4% 4%
As percent of Central Gov't expenditures .... Percent 27% 26% 229 20%

.

e eS8 EERNSEES S0 0SS EESEESEENEEEEEE0NSEEEN0000N000EN000000080000 [

"s"a"s"s” -l.l.-'-.t.l.l'l'l.u'---...I------.-----'-----.l-l'--.-----l----'.----.---------.-.-- na e n e e e e e e e T e e e T a T e Te T n s Ta T N a 2e T u T 2e Tu %e e e e Ta e e e e
OO )

seew lllllllllllll.lllllllllllllllllllll.lllllll............l-.-...-.'-...--..'.....'...'......

TINDUSTRIAL PRODUCTION INDEX ..veveeee-

1953=100 100 109 113 119

AGRICULTURAL PRODUCTION INDEX .cevcen-. secoses «. Prewar=100 109 109 113 115

CONSUMER FRICES (end of vyear) .... 1953=100 101 106 105 110

TRADE WITH U.S. (U.S. Customs Data)
Tmports fTOm UsSe wuveesnecennsncsssessssesss o Millions 65 68 75 94
EXPOTtS £0 U.Be eeevevecercsssoossscscansonse " 67 58 61 72
Trade Balance .......c.... teresnesanons " +2 =10 -1 -22

lz_ﬁ% (Budget)
T

Country Fiscal Year ending June 30

1933 lzg.g

(In Millione of Dollars)

1994

Total TeVENUEB ......ccicveonvovsroncssncnasnse . 579 599
Total 6Xpendlfires .c...ieveececvesnesccncnne . 583 558 590 643
Deficit or SUrpluse eeceeevevoec.. e . - +41 +46 +33

As percent of GNP .....eveeesscrscosccocannnn 56% 54 50% Available

Total Debt (ErosSs)..ceceeescosecncennans ceesces 1,650 1,726 1,724 Not
Forelgn Debt ..ecveescccceccccicasrccsonccnne 250 287 295

(In Millions of Dollars)

Imports (£.0.De) ceveeeecceccorsscsscrossscanse
Exports (£.0.bs) civeveceorocacess ceesecessosns
Payments for Services .....ccceccececcsscnsscee
Receipts for Services .cicevvececscccccccascase
Net Capital Operations ....cccccececcecnoccncee
BALANCE BEF(RE SPECIAL RECEIPTS FROM U.S..-

Special Receipus from U.S.:
.3, Kilitary & OSP Expenditures ........

Economic

MSP A1d Recelpts ..ceceecsccccccccacccscs
PL 420 Receipt8 c.ececcecsseircccccccsces
less Local Currency for U.S. Use .....
NET TOTAL SPECIAL RECEIPTS FROM U.S. ......

U,S, Fiscal Year 1956
1,097.0

729.0

500,0 500.0

805.0

+137.3 +52.1

+74.3

19.8
1.7 1.5
=0,2
+21.3

BALANCE AFTER SPECIAL RECEIFTS FRM U.S. .. +95.6



EUROPE /VMwa;

U.S. Objectives: To encourage and support Norway's active cooper-
ation as & NATO partner; to support Norwegian efforts to build an
effective defense force while continuing internal economic growth
and avoiding dangerous inflationary threats; to elicit continued
general Norwegian support of U.S. policies.

tegic 1

sf%nqlp@g*”

. merchant fleet of eight million tons, a major
factor in the commerce of the world.

Norwey's support of NATO and of Western European economic and
military cooperation strengthens U.S. security. Norway's influ-
ence in Furopean Social Democratic circles considerable outweighs
her actual strength. In internstional forums, the caliber of her

representatives is such that her influence is greater than would
be anticipated of a country three and onme-half million population.
Her influence is enbanced by & reputation for feirness and dis-
interestedness toward most 1nternational ar

tept & channel of

ently supported the same pdliéies in the UN.

Mutual Security Program

Shaded areas are &curity classified
and must not be Jiuulgﬂf to
unakthorized individuals. All

other material is unclassified.

FINLAND

THE PROGRAM FY 1956-58 &

($ Millions)

34.0

Military’
Assistance

FY 1956 FY 1957 FY 1958

{Proposed Program)

U.S. Pro rams: The total Mutual Security Program proposed for
or Military Assistance.




EUROPE Mutual Defense Assistance  SECRET

Norway Military Assistance
OBJECTIVES:

MAJOR COMBAT FORCE OBJECTIVES

PROPOSED FY 1958 PROGRAM: Provides $20.4 million for
: rces and $13 6 million f‘e

a con‘brgglor warning ca.pa.bllity. The Mllltary A551stance
Progrem for FY 1950-57, amounting to $580
completed, will provide equipment for 3 |
squadrons, 1k major combatant ships, and
vessels and supporting forces as follows:

: In mdea trucks ;5 howitzers,
Training s s Hpare parts, e;nd._
of worn out Germen f i

SECRET
76

—

o
ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)
Cumul FY \!957
thru Unllquldated
/1/56 to 3/1te Total
Fy 1956 228057 6/%0/57 ' Y

PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 FY 1957 Proposed FY 1958

$560,879 TR - N

CONTENT OF FY 1958 PROGRAM

Ne.

Equipment and Supplies Purchased to 31 Dec. '56
Programmed from Excess U. S. Stocks to 31 Dec. '5




S PEBeTVeS .

APPRAISAL OF FORCES: Lack of

and tmming' aids.

Airxr Force 'Pr

squadrons , 8 ‘
‘squadrons, 1 ta.ctiml recssdnce sqmdron, .1. tmaport
“squadron and 1. maritime patrol squadron with follow-on sup
 port. In sddition, commnications snd electronics egquipment,
. training smmmition ‘and other support eguipment has been v pro-:,
 vided. Also included are 4 RP.BUF sttrition sircreft plus
. 60 F-B6F aircraft for modernization of 2 fighter-bcmber -

t could engage in offensive g a.nd
2T NATO countries. The preseny
owever, inadeguate to perform ‘i:he

me presently equipped with the old F8UGe, - mssigned mission in the defense of ‘the Northem Axea Commmay
_without sdditional sssistance. L
New Weapons: 1 battalion of Honest Johns and 1 battald
" ion oﬂﬁ%ﬁ?ﬂes have been programmed for Norway under ACTIVE FORCES:
FY 1957 MAP. e - .

COUNTRY CONTRIBUTION TO DEFENSE: RNorwegian active forces as
of 31 December 1056 numbered 3%,467. In addition, Norway's
menpower: contribution includes 209,400 trained and ready

New:  san

:A.ir F‘orce . 8,411

Reserve Force- 2 Infantry D:wision.s (3RC'1!3 )

Norwegian defense expenditures are being maintained at
trained.

the level of about $135 million despite strong pressures in

an election year for reductions. This represents about 4% '
ADMINISTRATION: The present authorized complement of the

of GNP.
MAAG is 55 military personnel supplemented by 10 local em.

i Norway provides a large proportion of the ajrcraft coti— ployees. 8 U.S. civilians are authorized.
trol and warning sites of NATO. Many of these are in deso-
late ‘country, posing problems with respect to construction
-and: staffing. Although construction costs of the sites
themselves are financed under NATC infrastructure pregram;
provision of access rosds and the acquisition of real estate
are Norway's responsibility, &s are operating costs.and the
‘provision of technical personnel.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintensnce cost of a SOldler
sailor or esirman is $1,772. This includes pay, allowanCe
subsistence and individual clothing costs.

COUNTRY LIMITATIONS: As in other countries, there is a

shortage of men of military age, due to ‘the low birthrate
during the 1930s. This is one of the fundamental problems

considered in a Defense Staff study which is currently before
the Norwegian Parliment concerning the nature and scope of
the defense effort in Norway over the next five years.

77 SECRET



SECRET NORWAY

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Ttem

Proposed

Program
FY 1958

Program
FY 1957

Total

Program .
FY 1950-57

28 Feb. 1957

Estimate of
Delivery
Mar-Jun 1957

Undelivered
30 Jun 1957




NORWAY

CONFIDENTIAL (As Noted)

TREND OF ECONOMIC ASSISTANCE

( $ Millions)

o] 0.5 o] o] o]

250

DEFENSE EXPENDITURES and US. MILITARY ASSISTANCE

200

( $ Millions)

Cy
04, 2
06\4’

150

U.S. Military Assistance

Q %

Defense Expenditures

100

50

1949

(15 mos.)

950 1951 1952

1953
U.S. Fiscal Years

1954 1955 1956 1957 1958

( Progrom)

1950

1951 1952 1953

Calendar Years

1954 1955 1956

160

INDUSTRIAL PRODUCTION

140

{ Index:1953=100)

120

100

80

60 —/*

(Unadjusted for Seasonal Variotions)

200

GOLD and SHORT-TERM DOLLAR ASSETS

1953

( $ Millions-End of Period )

1954 1955

1956 ‘57

CONFIDENTIAL (As Noted)
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GNP and
DEFENSE EFFORT

ECONOMIC TRENDS

CENTRAL GOV'T
F INANCES

BA LANCE OF
PAYMENTS

PORTUGAL

Calendar Years

_ Unit 2953 1954 2955 21956
TTOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $§ Millions 1,660 1,760 1,780 1,870

Per capita GNP ..ccceccccoscccacsccscccccaccn Dollars 193 202 203 212
DEFENSE EXPENDITURES «.occoceccccconcassscsecss & Millions 69 73 77 80(Est.)

As percent of GNP (in current prices) c..eee. Percent L% L% A 4 A 4

As percent of Central Gov't expenditures .... Percent 36% 34% 30% 30%

.l....-l.l....-l'l....-l...v.-......'...l-'.l..-.-....l..-..l-l....-..l-.......-.-l.l.......................................-.-..........-.---.-.......-----' C O O R
DIIIJ.II.II‘..I..l...'......Il..l.....l.l...l..l.............I........".'."'..I.-.'..-...-....

’.ll. l.ll.lI..I.III.IIl..I.l..II..llI....l........................-.-..-...-.-.-.----.
TINDUSTRIAL PRODUCTION INDEX ..evececsscoceccens 1953=100 - - - -
AGRICULTURAL PRODUCTION INDEX ..ieeevescnccccss Prewar=100 118 13 139 126
CONSUMER PRICES (end of vear) cecceessccesccsss 1953=100 101 100 102 104
TRADE WITH U.S. (U.S. Customs Data)
Imports £rom U.S. eececescccssassasssscsssess 9 Millions 26 25 34 4
EXports t0 UuSe coceeecncecoccioccssssccnnnss " 35 26 27 24

Trade BAlANCE ..cccecsecscsesccsssscncvsscs " +9 +1 -7 <20

"y
...l..-....:-I-l.:.:-.-..I.I...I.:...:.:.I..-.-..:.:.l-.-.-....I.I.I..-.-:.:.:.:.:-:-:-:.:.:.:.:.:.:.:.: :':':':'

Country Fiscal Year emling December 31
(In Millions of Dollars) 1954 1922 195 1357 (Budget)
2

Total revenues .......-.-.-..- Cerieecesaaann ceee 218 207 219
Total expenditures e......eeoveecenonnocces . 216 255 269 278
Deficit OF SUFPLUB se-ceererercnnns Ceeeieoan +?2 -29 -62 ~59
Total Debt (Zross).eeeesccsseescoccsacnsasannee 405 406
As percent Of GNP ...ccveecssscsnsccoccccnnss 2% 23% Not Available
Foreign Debt ..ccccescecsscsccecacccccncsacss 24 2
::::::;Z::;:;:::::;:;::::Z;Z::;:;:;::::::::::Z;:;:::::::::::::;:::::::::::;:;:::::::::;:;:;:::-:-Z;:;:::;:::;:::::::;:::;:::;:;:::::::;:;:;:::::;:;:;:;:::::::::::::::;:;:;::

(In Millions of Dollars) U,S, Fiscal Year 1956 U.S, Fiscal Year 1957

Imports (£.0.De) seseeccccscosssoscssecssccoces 304.5 307.4
Exparts (£.0.b.) coeececreccccnroesescacsccnne 2.1 212.9
Payments for Services .....cccvceccencsssccioce 71.9 75.6
Receipts for Services ....ccceevecccsvaccscscnsce 91.9 96,9
Net Capital Operations ....ecececececcccnacsnss +76.6 +57.6
BALANCE BEF(RE SPECIAL RECEIPTS FROM U.S... +6.2 -15.6
Special Recéipts from U.S.:
U.S. Military & OSP Expenditures ...ceeescse 18.6 17.2
Economic
i MSP Aid Receipts .oceeecersecacacsannces - -
PL 480 Recedpts ..cceecevrcecccscrccssnnce - 7.1
less Local Currency for U.S. Use ... - 3.7
NET TOTAL SPECIAL RECEIPTS FROM U.S. ...... +18.6 +20.6
BALANCE AFTER SPECIAL RECEIPTS FROM U.S. .. +24.8 +5.0
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other material is unclassified,

U. S. Objectives: To encourage
cooperation as a member of NATO

PORTUGAL\ ¢

U. S. Interests: Portugel is one of the Western European areas
least exposed to attack from the East due to its location in

the south-west corner of the Iherian Peninsula. Portugel and

the Azores Islands, in the Atlantic to the west, dominate the /%g

Atlentic sea lanes and the access to the Mediterranean. THE PROGRAM FY 1956-58 é\77
' ($ Millions)

As a member of NATO, Portugal provides base facilities to its
allies in addition to certain military and naval forces.

' The NATO command for the West
Central Atla.ntic area is located in the Azores and vested in
the person of a Portuguese Naval Officer.

The 1951 United States Defense Agreement with Portugal defines 22,7
and integrates into NATO plans important military facilities
in the Azores which Portugal grants to the United States. This
is a significant contribution to the security of che United
States.

Military.
Assistance

FY 1956 Fy 1957 FY 1958

(Proposed Program)

U. 8. Programs The totel Mutual Security Program proposed -
for FY 1958 is. for Military Assistance.

8



Mutual Defense Assistance
Military Assistance

EUROPE

Portugal

OBJECTIVES :

MAJOR COMBAT FORCE OBJECTIVES:

ortuguese defense expenditures

’

The appropriation for 1957 is slightly
Total expenditures since

financial capacity.
less than for the previous year.
1949 amount to about $514 million.

Portugael has some facilities for ship construction and
for production of small arms and ammnition, but requires
external financial aid in order to use this capacity to the
full. Portugal has assumed responsibility for Nevy spare
parts and for a portion of its Air Force spares.

SECRET

in low in relation to Portuguese

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

Cumul FY 1957
thru Unilquidated
7/1/56 to 3/1te Total nilqu .
Fy 1956 6/30/87 Obligations
2/28/57 Rk

PROGRAM (Dollars in thousands)

FY 1950-57 FY 1956 FY 1957 Proposed FY 1958

$263,129

SECRET
82

CONTENT OF FY 1958 PROGRAM

Equipment and Supplies Purchased to 31 Dec. ' $
Programmed from Excess U. S. Stocks to 31 Dec. 'S6  $




SECRET  rortuga1

COUNTRY LIMITATIONS: Portugel is one of the least developed
NATO countries with a per capita GNP of only $212. The
Portuguese Government is dedicated to & policy of internal
finenciael stability and & costly welfare program which makes
any further increase in the defense budget unlikely.

PRATSAL OF FORCES:

ACTIVE FORCES:

ADMINISTRATION: The present authorized complement of the

MAAG is 49 military personnel supplemented by 9 indigenous
personnel, 7 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of & soldier,
sailor or airman is $420. This includes pay, allowance,
subsistence and individual clothing costs.

8

SECRET



SECRET PORTUGAL QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed

Program
FY 1958

Ttem

D,S0mm Gun (¥ Ras) |
Mrsq Gun(M Rds)

Program

FY 1957

Totel Delivered
Program Through

Estimate of
Delivery Undelivered




CONFIDENTIAL(As Noted)

PORTUGAL

DEFENSE EXPENDITURES and US. MILITARY ASSISTAI
125

—

( $ Millions
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( $ Millions-End of Pe

0%‘;OLD and SHORT-TERM DOLLAR ASSETS
8

TREND OF ECONOMIC ASSISTANCE

( $ Millions

AGRICULTURAL PRODUCTION
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S PA' N Calendar Years
_ Unit 1953 1954 1955 1956
TTOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions 6,850 7,400 7,500 7,700
Per capita GNP cccccvcrccccccccnacanccsccnces Dollars 240 257 259 264,

GNP and
DEFENSE EFFORT DEFENSE EXPENDITURES «cccececscacssaccsosvscsne $ Millions 292 321 351 380
As percent of GNP (in current prices) c.ces.. Percent L (14 5% 5%

As percent of Central Gov't expenditures .... Percent LoZ 32% 27% 25%

LN ] Illlllll.l.ll.lll.l.l.l.llllllllllll ae aee a a o 8.8 L] U ) a L) L) L} L]
T T s e T e o

TINDUSTRIAL PRODUCTION INDEX ...... teesecseseese  1953=100 100 104 117 12L

AGRICULTURAL PRODUCTION INDEX .icccvoceoscscecce Prewar=100 107 103 106 102

CONSUMER FRICES (endOf vea.r) ................. 1953"—'100 100 102 107 116
TRADE WITH U.S. (U.S. Customs Data)
Imports £rom U.S. cececescesrsosscsoccsacscss $ Millions 70 99 154 254,
Exports t0 UsSe ceeevscessccscsccscsasesccces " 63 65 59 68
Trade BalanCe ...cceccevessacessssancacvsce " -7 =34 -95 -186

s s e S ORASBERBOS0N0E BB C IR R O RO O R U I L I ) sesenosan L L
-I-.'I.I-I'l.l.l.l-l-l'l-..........I.l.l---l--.-.l-.-..l---..l-l.I-‘.I-l..-I-I.I-l.l-.-l:l-.-l..-.:l..:l.l:l:l.l:l.l:l:l:.:l..-.:..l-.-I.l-..l-..l-.-l-..l-..l-..l:l:-:l:.:-:
amae NSRS GS RO RRREESRSSES cessesneccecgoGEcRescnonmRRSsSe l-. L) .-‘ .-l as8 .-..l .-l.l-...-.-.-..l..-.-..l-..l---. apmmne

ECONOMIC TRENDS

-

Country Fiscal Year ending December 31

(In Millions of Dollars) 1954 1955 1956 1957 (Budget)
Total IeVENUES «cocevqosssecnsscscasscscsssssccne 842 95C 1,121 1,325
Total expenditures ..eeve-eeecsccccecncans cecans 998 1,312 1,548 1,685

CENTRAL GOV'T Deficit or SUrplud eseececscctcsccccnsscnccas =156 =362 -427 -360
F INANCES

Total Debt (EroSS).eeececcecscssoccencassvoasnes 2,293 2,735 3,183 3,490
As percent of GNP .....eececcancocccoscnccnes 33 37 39 n.a.
Foreign Debt .c.vecvnececcvossacccccccnnccane 110 220 239 265

(In Millions of Dollars) U,S, Fiscal Year 1956 .S, Fisggl Year 1957
Imports (f.0.be) eeveceeceens teessseecsssssanas 75.0 10.0
Exparts (£f.0ebe) ceveccenaccnaacns ceeesesvenses 525.0 545.0
Payments for Services .....cecceeccencrcccccccs
Receipts for Services } =75.0 -100.0

Net Capital Operations ....c.cceoececcccssccccocss +57.7 +131.2
BALANCE BEFCRE SPECIAL RECEIPTS FROM U.S... -167.3 -233.8

BALANCE OF Special Receipts from U.S.:
PAYMENTg U.S. Military & OSP Expenditures .c.c.eeceece 30.12 82,3b

Econonic
MSP Ald Receipts ceeesssccceccsccccnannes 8.5 62.2
PL 480 Recoipts .ceeceesrccccnsaseccocanes 60.8 80.0
less Local Currency for U.S. Use -.... -78.4 =71.6

NET TOTAL SPECIAL RECEIPTS FROM U.S. ...... +97.0 +152.9
BALANCE AFTER SPECIAL RECEIPTS FRCM U.S. .. -70.3 -80.9

80f which $27.1 million spent in pesetas generated from Defense Support and PL 480 sales.

bof which $62.7 million spent in pesetas generated from Defense Support and PL 480 sales.
’ n.a. - Not Available



EUROPE Spain

P Y
world and to strengthen the economic foundation for this cooper-
ation; to promote closer relations between Spain and the other
countries of Western Burope.

U. S. Interests: Spain's geographic position at the south-west-
ern extremity of Europe, behind the rampart of the Pyrenees Moun-
tains, makes i1t one of the less exposed areas of Europe to attack
from the East. This geographic location is of strategic import-
ance for the Western Mediterranean and the important Atl
anes t] th the Western Hemisphe 5

to bilateral agreements signed September 26, 1553, the United
States is making a multimillion dollar investment in Spain for
the development of important naval and eir bases on Spanish soil
for Joint use with the S

ish armed forces

The United States favors Spanish participation in NATO. However
a number of NATO member nations are not yet prepared to agree to
Spanish membership in NATO. Spain's contribution to the European
mutual defense effort therefore derives from its agreements with
the Unlted States, and from its 1939 Treaty of Friendship and
Nonaggression with Portugal, which is also a member of NATO.

Mutual Security Program

Shaded areas are Security cladsified
and mudt not be divulged to
unauthorized individuals, All

other material is unclassified.

{$ Millions)

143.4

Militory
Agsistance
[34.1]

FY 1956 FY 1957

THE PROGRAM FY 1956-58

&5

«+=Tach. Coop.

FY 1958

{Proposed Pragrom)

U. S. Programs:
FY 1958 18} " of which
Assistance, for Defense
for Technical Cooperation.

The total Mutual Security Prog:

am proposed for
4308 is for Military

pport, and $1.0 million



EUROPE Mutual Defense Assistance SECRET
Spain Military Assistance

MAJOR COMBAT FORCE OBJECTIVES:

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

Comol FY 1957

thru Unlliquidated
7/1/56 to 3/1te Totol atlons

FY 1956 2/28/57 6/30/57 Y

| $32,479 | $ 27,751 | § 60,230 | $163,57h
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 FY 1957 Propoaed FY 1958
$352,633 | $34,115 | $68,387 |  § 43,503
CONTENT OF FY 1958 PROGRAM
Ne Description ‘ Y‘_’l""

Training
Primarily Maintenance for
. Equiwnt furn:imd m

red or mﬁe-’ The FY 1954-1957 Progra.m for Spain
includes equipment, supplies and training valued at $352.6
million.

. New Weapons: No modern vesp

COUNTRY CONTRIBUTION TO DEFENSE: Spain provides a complex
of air and naval bases for joint use by U.S. and Spanish
forces. Spain also is basing its military planning for
defense of the Iberia.n Peninsula upon joint Spa.nish-Portugue
defense planning. - The strength of Spmiah &c‘bive fore
" cluding Civil Guard, Armed Police md_ ;be Kb
k90,000, In sddition, Spain has sppri
‘trained reserves, but no organized ressrve uni
expenditures for military purposes, while increasing in
absolute terms, amounted in 1956 to only 25% of the total
national budget compared to 40% in 1953.

SECRET Equipment ond Supplies Purchased to 31 Dec. '56
Progrommed from Excess U. S. Stocks to 31 Dec. '56




SECRET Spain

COUNTRY LIMITATIONS: The primary factors limiting the

Spanish defense effort are the country's poverty and its
lack of incentive, resulting from its geographic position,
relatively insulated from the Soviet periphery. Spain is
also suffering from inflationary pressures which limit the
resources available for defense.

ADMINISTRATION: The present authorized complement of the
MAAG is 103 military personnel supplemented by 25 local
employees. 17 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a soldier,
sailor or airmen is $520. This includes pay, allowance,
subsistence and individual clothing costs.

i SECRET



SECRET

SPATN

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Item

Proposed

Program
FY 19_58

Total Delivered Estimate of
Program Program Through Delivery Undelivered
FY 1957 FY 195057 (28 Feb. 1957 | Mar-Jun 1957 | 30 Jun 1957




Shaded areas are Security classified

and must not be divulged to
Defense Support unauthorized individuals. All

EUROPE 3 other material is unclassified.
ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)
Cumul, FY 1957 ESTIMATE
thru o
7/1/56 to 3/1to Unexpended
FY 1936 2/28/57 6/30/57 Total "6/30/57
Obligations ..cuveeees 290&'40 23,959 5110)41 75,000 XXXXXX
Expenditures «e..... T 218, 876 5)4-,208 12, 656 66,8616» 79,700

erated under Defense Support Programs already approved are

SUMMARY OF PROGRAM
specifically for use in the base construction program _-‘(_Ap_-__‘

FY 1956 FY 1957 Proposed FY 1958

Total sivicerensirsesesonsoseses 56 ) 967‘?‘/

PROJECT ASSISTANCE

Spanish output continues to increase, and important develop-
ment projects are being undertaken. The external financial Technicians
situation is unfortunately less favorable. The freeze of the Participants
winter of 1956 reduced substantially the availability of cer= | Contr, Services

............

tain agricultural goods for export. At the same time, im- Supplies & Equip. ..ueuu.. 17,459
ports rose partly to offset crop losses and partly to meet Contr. to Coap. Service ..

the generally increased demand resulting from increased in- Other oovvieverunineensaninins

vestment. The Spanish Government is under heavy public

pressure to ssure that the somewhat improved living standards Total Proj. Asst. w....eee 17,)459J

of the population are not eroded through inflation.
NON-PROJ. ASSIST.

The Proposed FY 1958 Program: The proposed program of $30

million provides for $15 million of surplus agricultural com- Agric. Commod. Total .... 27,000
modities and $15 million of industrial raw materials, such as SUrplUS wuerseresereessisnes 27,000
coal, steel scrap, copper, aluminum and the like. The sur- Other iioeerneueersseennsns

plus agricultural commodities would cover part of Spain's

normal imports of cotton, edible oils, and feed grains. Ad- indus. Commod. Tetdl .... 12,499
ditional sales of surplus agricultural commodities under PL Row Mat’ls. & Fuel ..... Ty 301
480 may be possible. The industrial raw materials would as- Mochinery 8 Equips.ces.. 5,153—/
sist Spain in mainteining essential industrial production of Other Ind. Commed, .....

consumer goods, thus contributing to the maintenance of an

adequate flow of goods into the civilian economy and to a Cash Grants ...ciceeeceensens
containment of the heavy inflationary pressures currently
being exerted on the economy. These pressures originate with
competing demands for long-delayed increases in consumption
and the need to make inroads on the backlog of urgently re-
quired investment. The period of the greatest inflationary

Total Non-Proj. Asst, ..

danger also coincides with the period of peak expenditures on 5 P/ Excludes

the base construction program from peseta funds accumulated h Kroner rom FY 1955 Sec-
tion ho2 program. _c/ Excludes %35 ,OOO in equivalent Danish Kroner
regulting” from FY 1 Section program

9



Shaded areas are Security clasaified

and must not be divulged to
EUROPE  Spain

unauthorized individuals All

other material is unclassified.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
AGRICUL- GENERAL
INDUSTRY HEALTH PUBLIC DEVELOP.
FISCAL YEAR TOTAL D AND TRANSPOR- LABOR AND EDUCATION | ADMINIS- SOCIAL " | ,ueckL.
TRATION WELFARE
REATURAL | MINING SANITATION JeLFare | ANEGS

Proposed FY 1958 ' b = =

a/ Excludes §$1,065,000 equivalent in Danish kroner resulting from the 1955 Section 402 progranm.
2




EUROPE Spain

Objectives: To strengthen key sectors of the Spanish econ-
omy; to encourage closer economic cooperation between Spain
and other Buropean countries.

Accomplishments: U.S. financing under past programs has
helped to supply modern equipment to a number of baeic in=-
dustries and to the badly worn railway transportation system.
As a result of such assistance a number of thermo-electric
power plants are coming into operation, and transmission
systems have been strengthened; several key .lines of the
Spanish railway transportation net have heen modernized, gnd
critical machinery items have been supplied to several basic
industries. The Spanish programs in irrigation, soil con-
servation and land reclamation have received a new impetus
as & result of equipment supplied by the U.S. Under tech-
nical assistance programs the beginnings of a systematic
movement to acquaint Spanish industry and agriculture with
modern U.S. methods has taken place.

In the international economic sphere, Spanish authorities
nave continued to show interest in cooperating with the OEEC,
in vhich they now hold observer etatus, and with which they
are currently discussing closer association.

The Proposed Fiscal 1958 Program

" Technical Cooperation: $1 million is proposed to assist
Spanish industry to introduce modern business and industrial
techniques and help Spanish agriculture develop improved
methods. Slightly under half the sum will be used to bring
Spaniards to the U.S. to study American methods; most of the
remainder will be spent on providing demonstration materials
and American specialists to assist in technical problems
plaguing the Spanish economy.

Development Assistance: Spain's economy has not been able to
keep up with modern developments. The lag has been most
severe in the last twenty years when Spain was for a long
period of time virtually cut off from participating in the
economic and technical developments that took place in other
countries. One result is that Spanish requirements for im-
ported modern capital equipment are large and cover almost

Economic & Technical Cooperdtion

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Ct;‘mul. FY 1957 ESTIMATE
thru
7/1/56 ¢ 3/1¢ U ded
FY 1956 2/28/51 6/30/57 Total /30757
Obligafions.a.[ ..... XXXX
Expandifurass.z....
SUMMARY OF PROGRAM
FUNCT ION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Special Assist.

Technical Cooperation ... 1,000 1,000 XXXX
Development Assist, ...... XX XX XXxX XXXX
Defense Suppart ..eeeeeesses 1, [,68:?/ l;OOOE/
Other Programs ......ceeeee

Total werverrereereanereranens 1,468 1,000 1,000 1,000
PROJECT ASSISTANCE
Technicians ....cceeeenennee 100 286 285 285
Participants ....cceeeenenee 889 5)4‘8 550 550
Contr, Services ............ )"‘58 50 50 20
Supplies & Equip. ....ce.. - )4‘5 )4‘5 )'"5
Contr. to Coop. Service ..
Other iiiiiiericiinnserennsnse 21 71 70 T0

Total Proj. Asst, ...cceee l,)-|»68 l,OOO 1,000 l,OOO
NON-PROJ. ASSIST.
Agric, Commod. Total .....

SUrplus cerrereersesescsnnnans

Other icvveeerieriercncesense
Indus. Commod. Total .....J

Raw Mat'ls. & Fuel ......{

Machinery & Equipe .ceeeed

Other Ind, Commod. ......4
Cash Grants ..iceeerecennssnse
Other ciceieeerecriirecescnonens
j’é‘g’i}mp'@{ Asst,

g ogg ag % uﬁgg for gﬁior ear techni XC e _ac-
‘ 3T BeE Y B
% nanc 3 ?rom efense NpPoRE SHEERLY: Bxchh ngepacg T8ies.

93




EUROPF £ -4

every sector of the Spanish economy. It is anticipated that
Spain will apply for assistance from outside sources, possibly in
the following critical sectors: (a) Rail transportation. The
Spanish rallroads continue to require considerable modernization,
as they have not been adequately maintained since the Spanish
civil war. Requirements are for heavy rails, railroad ties,
diesel engines, and modern signal equipment. Substantial por-
tions of past dollar aid funds have gone to the Spanish rail-
roads, as has the bulk of the local currency counterpart accruing
from economic aid programs and availasble for economic uses. (b)
Irrigation, reclamation, etc. Another important area of capital
improvement includes irrigation, reclasmation, resettlement, re-
forestation, food processing, and manufacture of farm tools and
machinery. The Spanish economy is still largely agricultural,
but egricultural productivity is low and barely provides sub-
slstence standards for the mass of the population. Spain is sub-
Ject to severe drought, with catastrophic effect on output and
exports.. Long-range irrigation and other land improvement pro-
Jects are underway in an effort to eliminate to the extent pos-
sible this major cause of instability in the Spanish economy,

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

primarily by increasing the production of forage and feed crops
to support expanded production of livestock, and of fruits and
vegetables for domestic consumption. The Spanish Government is
making progress in this area with its own financisl resources
supplemented by grants and loens of local currency from surplus
agricultural commodity sales under PL 480 and Section 109
(McCarran Amendment). The latter sources of financing have also
been used for extension services, soil conservation, ete. (c)
Hydroelectric power. The frequent lack of water also affects the
production of electric power (the bulk of which is hydroelectric),
often leading to restrictions on the use of electricity and re-
duced industrial output. Substantial funds from past aid pro-
grams have gone to finance dollar imports of electric equipment
and transmission equipment. The Export-Import Bank has also
financed small exporter credits for power equipment, and loans
from both counterpart and PL 480 sales proceeds have been made
to this industry. (d) Miscellaneous industries. The privately
owned sector of the steel industry has need for reversible cold
mills, annealing furnaces and other equipment; other industries
which are badly in need of modernization include coal mining,

textile, and cement.
($ in thousands)

AGRICUL PUBLIC | DEVELOR. | GENERAL
- INDUSTRY HEALTH B “ AND
TOTAL TURE AND TRANSPOR- ADMINIS- SOCIAL
FUNCTION AND FISCAL YEAR L AND TATION LABOR AND EDUCATION MISCEL-
cosT Rr::_gggéEs MINING SANITATION TRATION | WELFeRE | . LANEOUS
ACTUAL FY 1956
Technical Cooperation . ,.iieeeeeesseconsen - - - - - 6(-) 12- 136
DEFENSE SUPPORT  <rereeeereerenceens 1,468 323 549 24 32 1 7
Other Programs ..c.ecececeeaseercesonsaessssons - - - - - - = -
Total ceeciereiiiicnnsernrorencensocansassnnne l,%a 323 5)4_9 21}1 32 160 27 136
ESTIMATE FY 1957
Technical Cooperation ..ccceceecenneseeases - - - - - - - -
DEFENSE SUPPORT  weeecrsesesemsenns 1,000 199 386 191 19 16 22 167
Other Programs ...iicesessecesescsceccssssosons - - - - - = b =
Total tuiiiiceriesrcncenensescstncresseonssones 1,000 199 386 191 19 16 22 167
PROPOSED FY 1958
Technical Cooperation .u.mueressssesserees 1,000 200 276 205 110 18 25 166
Other Programs (Special Assistance)sees. - - - - - - - =
Total wiieierecrssennenionconncccnennenniones 1,000 200 276 205 110 18 25 166




SECRET (As Noted)
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UNITED KINGDOM Calendar Years

_ Unit 1953 1954 1955 1956
TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions 49,400 51,750 53,150 53,600
Per capita GNP s.cccveeineecrenvenccccnccanes Dollars 972 1,013 1,038 1,042

GNP and
DEFENSE EFFORT DEFENSE EXPENDITURES ..eecececoces tesscreersese. $ Millioms 4,916 4,658 4491 4,782
As percent of GNP (in current prices) ....... Percent 104 99 8% 8%

As percent of Central Gov't expenditures .... Percent 36% 34% 32% 31%

R ettt et

[INDUSTRIAL PRODUCTION INDEX +.ueveevvenecnenans 1953=100 100 108 114 11

AGRICULTURAL PRODUCTION INDEX ...ceecseeeesesss Prewar=100 . 125 132 138 131

CONSUMER PRICES (end of YeAT) se.ceveeeccssoncs 1953=100 100 104 110 114

TRADE WITH U.S. (U.S. Customs Data)
Imports £rom U.S. secvecccacecoscnscneassons . $ Millions 591 692 922 905
EXports £0 UiS. .teieecviaceseoscsosacaccnnnes n 546 501 61 725
u_ Trade BBLANCE +uveveeesoeconesonnssanensens n -45 -191 -308 -180

ECONOMIC TRENDS

- Country Fiscal Year ending March 31
(In Millions of Dollars) 1954 1955 1956 1957

Total revenues ..ceeeceeeeescececascsnsceecoces 12,373 13,437 13,763 14,485
Total expenditures ceveeesscceceoececennsnncens 13,381 13,628 14,157 15,400
Deficlt or surplus seeeececececcccccas ccssese -1,008 -191 -394 -915

CENTRAL 6OV'T
FINANCES

Total Debt (Zr0S8).eeneecrsreneeareseennneosens 73,156 U, 147 74,693 75,410
As percent of GNP ...cceeveccacrecnsssccnnsas 155% 1.8% 141% 1324
POredgh DODE .eueveeeennnereesnneecsnsoceenns 5,922 5,964, 5,810 5,650

(In Millions of Dollars) U,S, Fiscal Year 1956 0,S sc
Imports (£.0.De) eevceecsocssencosssccscncsnnes 8,600.0 8
EXports (£.0ebe) ceeeveenccnseacen ceseesccsnanse 7,470.0 8
Payments for Services .....cceceeciecacccncccns 2,500.0 2
Receipts for Services ...c..icivreccrcncccncans 2,930.0 2
Net Capital Operations ......cececceeescccccces -40.0 +361.
BALANCE BEF(RE SPECIAL RECEIPTS FRM U.S... =740.0 =-249.
Special Receipts from U.S.:
U.S, Mlitary & OSP Expenditures ....c...... 486.1 432.7
Economic
MSP Aid Recelpts ...icivecnnccanss 34.1 21.8
PL 480 Receipts cecececesccseccscccecenns 15,2 18,2
Less Local Currency for U.S. Use ..... -15.3 -18.2
NET TOTAL SPECIAL RECEIPTS FR(M U.S. ...... +520.1 +454 45

BALANCE OF
PAYMENTS

BALANCE AFTER SPECIAL RECEIPTS FROM U.S. .. -219.9 +205.5



EUROPE  Wuiled Kingdom

U. S. Objectives: To maintain solidarity with the United
Kingdom as our strongest and closest ally; to encourage and sup-
port British defense efforts within NATO; to maintain valuable
U.S. bases in the British Isles and in British possessions.

U. S. Interests: The United Kingdom is our strongest NATO ally
and the only other free world power possessing nuclear weapons.
Strategically located, it provides valuable bases for U.S. forces.
It would serve as a staging area for strategic and tactical oper-
ations and 1s important in maintaining control of the North Sea
and the Eastern Atlantic.

The British economy has been subject to strong inflationary pres-
sures attributable in great part to full use of resources and
sizeable contributions to Western defense. Restraining monetery
and fiscal policies over recent months have reduced pressures
and resulted in some general economic improvement despite the
added difficulties created by the Suez situation. For some time,
the British Government has been reviewing its defense policy,
planning to adjust it to the long<haul concept at a level which
would be consistent with the country's economic capabilities.
The White Paper on Defense Policy published in April 1957
announced changes not only in the size of the British forces but
8lso in the entire character of the U.K. defense plans. These
changes reflect the basic premise that in the true interests of
defense the claims of military expenditure should be considered
in conjunction with the need to maintain the country's economic

strength.

Upon the strength of the British domestic economy will also de-
pend, in mejor part, the strength of former British territories
now approaching independent status in widely separated and
strategic areas of the world. It is becoming increasingly im-
portant that these underdeveloped areas recelve necessary
capital from Western sources. Should the U.K. be forced by
economic pressures to discontinue or severly curtail its capital
investment in these areas, opportunities for Soviet penetration
in the newly independent countries will arise.
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EUROPE Mutual Defense Assistance SECRET
Uniled Kingdom Military Assistance

OBJ'ECTIVES

MAJOR COMBAT FORCE OBJECTIVES: ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousards)
Comul FY 1957
N B

26 ;
b _381; ,950 | 119
PROPOSED FY 1958 FROGRAM: PROGRAM (Dollars in fhousands)
v FY 1950.57 FY 1956 FY 1957 Propoaed FY 1958
$92l, 455 $30,08 | $ 55 | &

CONTENT OF FY 1958 PROGRAM

Description ) Value

egae £:% : g L m assismesg md
new military assistence funds have been requested for the
K. since FY 195 excep'& in connaetion with modest tra.ining
_ progrems and certain FAP and | proaeci*s. FY 1950-1956
_ Progrem provided the fenwi;ng. L

Reck 't lwchers- 'f*"-perscnnel”cmaers a.nd trucks

' aﬁmuniticn and._ pwei pa.rts maintenance.

SECRET Equipment and Supplies Purchased to 31 Dec. '%
Programmed from Excess U. S. Stocks to- 31 Dec. '56




SECRET

United Kingdom

Air Force

COUNTRY CONTRIBUTION TO DEFENSE: British defense expendi-
Tures over the past five years have averaged over 9% of GNP,
a level of effort exceeded in NATO only by the U.S. Station-
ing of U.K. forces in many areas of the world has contributed
to the strength and deterrent capacity of Free World forces,
but hes caused considerable drain on the U.K.'s foreign exe
change reserves.

Except for some types of aircraft, the U.K. has fur-
nished all major materiel for its forces from its own re-
sources. The U.K. provides valuable military bases for U.S.
forces in the British Isles and elsewhere. As the third
great power possessing nuclear weapons and the capability to
deliver them, the U.K.'s military forces add significantly to
the deterrent strength of NATO. British ground forces and
the 2nd Tactical Air Force in Germany constitute a major con-
tribution to the NATO shield.

British skills and industrial capacity are also an in-
valuable asset to the collective power of the West. The
limited available manpower resources, particularly skilled
labor, scientists and engineers, have been devoted to defense
at the expense of British trade and commerce.

COUNTRY LIMITATIONS: The U.K. estimates that the cost of
maintaining the existing level of forces and equipping them

with modern weapons during the next five to seven years would

add approximately one-third to the annual defénse budget.
This prospect, plus the deterioration in the British economic
situation during,l956, led to the decision announced in the
White Paper on Defense Policy in April 1957 that significant
reductions would be made in the defense effort. The British
Government decided that military strength could be maintained
only to the extent that the country's financial and economic
structure was firm.

APPRASTIAL OF FORCES:

ACTIVE FORCES:
G0

ADMINISTRATION: The present asuthorized complement of the
MAAG is 190 militery personnel and 3 U.S. civilians.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average ennual maintenance cost of a soldler,
sailor or airman is $1,805. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET



SECRET uwITED KINGDOM

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Item

Proposed

Program
FY 1958

Program
FY 1957

Total
Program
FY 1950-57

Delivered
Through
28 Feb. 1957

Estimate of
Delivery
Mar-Jun 1957

Undelivered
30 Jun 1957
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GNP and
DEFENSE EFFORT

ECONOMIC TRENDS

CENTRAL GOV'T
FINANCES

BALANCE OF
PAYMENTS

YUGOSLAVIA

1Y)

_ : Dndt
[TOTAL GROSS NATIONAL PRODUCT (in 1955 prices).. $ Millions
Per capilta GNP ..v.iceeecscersseccansccscccsccns Dollars

DEFENSE EXPENDITIRES ..e0ceovceee. ceessacsessases $ Millions
As percent of GNP (in current prices) .ecee.. Percent
As percent of Central Gov't expenditures .... Percent

[INDUSTRIAL PRODUCTION INDEX ...... cecsecns ceene 1953=100

AGRICULTIRAL PRODUCTION INDEX ...eccveeveesess. Prewar=100

CONSUMER PRICES (end of year) v...ccesessccecss 1953=100

TRADE WITH U.S. (U.S. Customs Data)
Imports from U.S. ceveveecreceescncoasenesess o Millions
Exports t0 UeSe cevevneecens Ceseerecsavossset "
Trade Balance ....

Total revenues ........ccic00nnne csecscescsns
Total expenditures ......... €esesccecccaccene .
Deficit or Surplus ............c..cvnives cee

PITotal Debt (ZT098) ceceerecerereccvecasssssanenae
A8 percent of GNP ....c.ccvecceecescnscecsnans
| Foreign Debt ...ccieeecccencccccccccccncnccne

u,S, ;.sca.l Year 1956

(In Millions of Dollars)

Imports (£.0ebe) ceveneccencssscecsscavscssanes
EXports (£.0eb.) vtieeeeeccscanscscssscasocncans
Payments for Services .....iceceeccceccrcnncacss
Receipts for Services .........................}-
Net Capital Operations ....eccceceeercesscseces

BALANCE BEF(RE SPECIAL RECEIPTS FRM U.S...
Special Receipts from U.S.:

U.S. Military & OSP Expenditures ....ccc....
Economic

MSP Al1d Receipts ...ccevceencescccccccnes

PL 480 Receipts .v.cvectccnseesscsccsccce

Less Local Currency for U.S. Use .....

NET TOTAL SPECIAL RECEIPTS FRM U.S. ......

BALANCE AFTER SPECIAL RECEIPTS FR(M U.S. ..

n.a. - Not Available. E -~ Estimate

- 20880 0EENEN I.I.-.I.l.l.l.l.I.I.--I.I.I.I.I.-.I.I.I.I.l.l.l.l a I.. e ea a8 ..I U
I.I.I.I.JII-IIII-..--IIIIIIIIIIllIIIIlIIl::l:::.:.:.:...:.:.:.-...-....................................
00 B 00N P OONORRENONOO NN ONNOTOEDEROES

1953
4,770
280

L80
1%

N.a.

Calendar Years

1954
5,230
302

480
10%
60%

1955 1956
5,770 5,570
326 312

470 465
8% 8%
72% 59%

100

93
92

109
32
-7

114
113
102

100

24
-76

132 6
103 112
11 119

131 109
26 31
-105 -78

Country Fiscal Year ending December 31

1956 1957 (Budget)
852 1,013
786 qu6

+66 +67

(In Millions of Dollars) 1954

852
195
+57

Ll7o6
292.8
-14-4
"205
-141.7

6.2

43.2
77.2
-14.6
+112.0

=29.7

15
17
652
+25

D. 8

n.a. n. A,
N.8.
2808

CIC N B DU B )
U O I Nt e
.............I..........h.................

[ ]
u.S 8

492.7
35..0

-29.8
+54.6
-113.9
7.7
12.2
101.3
-yl-c'?
6.5

=17.4
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U.S. Objectives: To assist Yugoslavia to meintain national inde-
pendence despite Soviet pressures and blandishments; to demonstrate
that a Communist nation may enjoy mutually advantageous relations
with the U.S. once that nation gains freedom from Soviet control
and ceases to participate in efforts to subvert the free world; %o

U.S. Interests: U.S. policy toward Yugoslavia is part of general
U.5. policy toward Eastern Europe which seeks to encourage a peace-
Soviet hegemony in the area. a8
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THE PROGRAM FY 1956-58 &y

($ Millions)

m the Ur 1ted States.
.S. aid were to cease, might not be able

economy

b
to withstand Soviet pressures or the entangling effects of Soviet
offers of assistance.

Military
Assistance

FY 19%6 FY 1987 " FY 1958
(Proposed Program)
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EUROPE

Y ugotlavia

OBJECTIVES:

MAJOR COMBAT FORCE OBJECTIVES

PROPOSED FY 1958 PROGRAM

$780.0 million.

T eas
maintenance of

Program provides equi: men’

Mutual Defense Assistance SECRE
Military Assistdnce

—

P

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

FY 1957
Cumul
thry Untiquidated
7/1/56 to 3/1to Tatal
FY 1956 2/28/57 6/30/57 Obg ass dons

)

FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
$779, 970
CONTENT OF FY 1958 PROGRAM

No.

Description

 SECRET

Equipment ond Supplies Purchased to 31 Dec. '5%
Programmed from Excess U. S. Stocks to 31 Dec. '%
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SEC R ET Yugoslavia

Unit equipment and attrition sircraft have
med. for 6 aay-fighter, 9 fighter-bamber squad-
> parts for supported forces; commnicationa and
nic eguipment; training ammunition snd other mzp:port
aipment; and selected items of ammmition.

Air Fbrce.

New Weagons : liane. m allocwbed to mgoslam

COUNTRY CONTRIBUTION TO DEFENSE: Yugoslav determination to
resist any attack upon or through its territory is a signi-
ficant factor in the protection of the southern flank of
NATO.

Information on Yugoslavia's defense . expenditures is not
so complete as in the case of NATO countries, but available
data, considered in the light of the under-developed nature
of the country and its limited resources, indicates that the
Yugoslav defense effort is a substantial one. The propor-
tion of GNP devoted to defense in 1956 is estimated at 8%,
which ranks it among the highest of any European country.
Yugoslavie has some industrial capacity for the production
of ships, artillery, and light weapons.

COUNTRY LIMITATIONS: Yugoslavia has a largely agrarian
economy and a per capita GNP of only about $312. The country
lecks skilled manpower for either industry or the military
establishment and is deficient in the financial and indus-
trial resources required to maintain present forces effective-
ly.

APPRAISAL OF FORCES:
44

e Afr Force capability 4 limited. primarily o supe
of the Aymy. It could not function for more than 7 -
ays' combat without outside logistical support. :

105

ACTIVE FORCES:

© Armys wo,ooo
Navy: 3Q)gu@vr

Air Force: 28,000

Reserve Forces
2. S ————

ADMINISTRATION:

The present authorized complement of the
MAAG is 63 military personnel supplemented by 3 local em-
ployees. No U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of & soldier,
sailor or airman is $375. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET



SECRET YUGOSLAVIA QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED
Proposed Total Delivered Estimate of
Ttem Program Program Program Through Delivery Undelivered
FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mar~Jun 1957 | 30 Jun 1957
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Economic & Technical Cooperdtion

EUROPE Y wgodlauia

Objectives: To provide economic support necessary to assist
Tu to maintain independence from the Soviet Union

oans
and develop

1ishments: Mutual Security programs since 1951 have

Aec
enabled Yugoslavia to maintain its independence, despite re-

peated Soviet attempts to undermine it, Yugoslavia's Gross
National Product and standard of living have increased during
this period both absolutely and in relation to the satellite
nations, serving to demonstrate to Yugoslav leaders and
Soviet satellites the advantages of independence from Soviet
eontrol and of closer economic relations with the West. More
than 75% of Yugoslavia's foreign trade continues to be with
the non-Soviet Bloc aress, Economic and political ties with
Western Furope particularly have been strengthened by Yugo-
slavia's observer status in OFEC, by full participation in

an Productivity Agency projects (made possible by Yugo-
slavia's $28,000 eontribution), and by nev arrengements en-
abling Yugoalavia to convert ten percent of her export earn-
ings in EPU ecountries to the currency of any other EPU
-eountry,

During this same period Yugoslavia's domestic policies have
_undergone significant modification resulting in the relaxa-
tion of some of the harshest aspects of the regime, Collec-
tivization has been largely abandoned, decentralization of
the eeonomy has been introduced and market forces are permit-
ted to play a greater role in the Yugoslav economy.

Shaded areas are Security classified

and must not be Jiuulggd to
unauthorized individuals. All

other material is unclassified.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

C'l':‘mul. FY 1957 ESTIMATE
b /1/56 to /1 ta nexpende
FY 1956 Yraesy Ay Total oot
Obligations ......... 380,724 69 14,931 15)m° XXXX
Expenditures ....... 374,105 4 4297 5’622 12,919 8,700
SUMMARY OF PROGRAM
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop.

Technical Cooperation ... (803) (1,500) 2’500
Develapment Assist. ...... - - XXXX
Defense Support ...c..ieeee. 29,803 15,000 -
Other Programs ...ciceeeene - - -

Total ciiiiceresrennnencanens 29,803 15’m 2’5w
PROJECT ASSISTANCE
Technicians ...cceevecnennee 43 55 1%
Participants ..cccceseecncnn. 537 1’131 1’221
Contr. Services ....ccceeens 176 188 389
Supplies & Equip. ........ 38 93 624
Contr. to Coop, Service .,
Other ..vieiivenricennrnrescanse 9 33 100

Total Proj. Asst. .ccceeus 803 1,500 2,500
NON-PROJ, ASSIST,
Agric, Commod. Totdl ..,.. 25 ,m 13,500

Surplus cieeecresesecnresscnen zs,m 13,500

Other ivviervicecorsesscccnens
Indus. Commod, Totdl ..... L,W

Raw Mat’ls. & Fuel ...... J 2,000

Machinery & Equips .eceeed 2,000

Other Ind. Commod, ..cc.ed | -
Cash Grants ..ieceeescncecnsee -
Other .ccvcevcesresssescccesenses -

Total Non=-Proj. Asst. ... 29’“” 13’5w

m; gj Represents portion of defense support funds utilized for
technical cooperation activities.




EUROPE Y ugodlauia
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Shaded areas are Security clasaific
and must not be divulged to
unauthorized individuals, All

other material is unclassifisd.

recognition of the walue of U,S. technical assistance programs.

Technicel Cooperation projects would be concentrated in agricul
ture to help develop greater understanding of Western agricult:
al techniques, extension work, crop production, livestock devel
opment and agricultural economlcs. The work of U.S. technieia:
would be supplemented by seed, seed-drying and lime-gpreading
equipment end other demonstration materials. Selected Yugoalan
would participate in training programs in these fields in the
U.S. and Western Europe, The industry program is deaigned to
capitalize on awakening Yugoslav interest in U.S, concepts of
menagenent and productivity by developing facilities for manags
ment education and by training and demonstration work in plant
layout, materials handling and quality control, Some assistan:
will also be provided to critical bottleneck industries and th«
having extensive consumer impact., Limited but important proje:
are planned in education and public administration to acquaint
Yugoslavia with U.S. and Weatern European advances in these
flelds.



EUROPE

Yugoslavia

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
AGRICUL- GENERAL
INDUSTRY HEALTH PUBLIC | DEVELOP.,
FUNCTION AND FISCAL YEAR Pt TR D AND PRSP OR: LABOR AND EDUCATION |  ADMINIS- SOCIAL oo
RESOURCES MINING SANITATION TRATION | WELFARE Maears
& HOUSING
ACTUAL FY 1956
Technical Cooperation ....ceeeerereranees - = - - - - E -
DEFENSE SUPPORT  ceecrcerneenene 803 351 266 47 21 55 55
Other Progroms .eececarsieseesssssstssesecscens - - - = = - = -
Total tiicciiieeesocneascacrentesnsnnannanse 803 351 266 47 2 55 8 55
ESTIMATE FY 1957
Technical Cooperation ...ceeeeccrcersasenses - - - - - - -
DEFENST SUPPORT .cooccveeceeuerenens 1,500 555 487 131 30 48 249
Other Programs .ieesesseeescscosescnnscrsessses - - - - - - =
Total cevrereconrcnsnsessnsarsscscnssanntesasaes
ota 1,500 555 487 131 30 48 249
PROPOSED FY 1958
Technical Cooperation ...ceescseerercrscases 2’5m 851 745 130 215 225 3%
Total ciieeencrscvesnnnrcescesnsnscsensosnsones 2’5w 851 74_5 130 215 225 334
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YUGO SLAV' A SECRET (As Noted)

QTN :
TREND OF ECONOMIC ASSISTANCE % DEFENSE EXPENDITURES ond U.S. MILITARY ASSISTANCE
(s M_illions.) v e ( $ Millions)
U.S. Military Assistance
122 500 N\
Defense Expenditures
400 \
l 0 I I 0 . . Nszvﬁi(:%:e\ o N -
(I‘?:OSS.) 1950 1951 1953 el 1950 1951 1953 1955 1956 7
I!(!‘JDUSTRIAL PRODUCTION | AGRICULTURAL PRODUCTION

{ Index:1953=100) - (Unadjusted for seasona! variations)

Gross Output
( index: Prewar =100 )

160

140

1 113 12

120

g
- E E?

100}

L1l Ll Ao

80 AN\ , \ : L L L
1948 54 55 56 J FM A M J J A S O N D

na, n.
1948/49 49/50 50/5! 51/52 52/53 53/54 54/55 55/56 56/57

n.a. - Not Available Crop Years
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EUROPE European Technical Exchange
Objectives: To increase European productivity and promote
understanding of the benefits of free enterprise; to
strengthen democratic trade unions and improve labor-
management relations; to develop facilities which will enable
Buropean countries to deal increasingly on a multilateral
basis with common productivity and related problems, such as
underdeveloped areas in Europe.

U.S. Interest: European economic growth and integration and
U.S.-Buropean cooperation strengthen the Western Alliance and
free world and weaken Compunist influence.

Accomplishments: Substantial progress toward achievement of
the above objectives has already been made. In recent years
the rate of increase in OEEC member countries' productivity,
in terms of GNP per capita, has approximately equalled that
of the U.S. The Communist campaign against programs for in-
creased productivity, which attempted to exploit labor's mis-
understanding of its significance, slackened almost to cessa-
tion in 1956.

The European Productivity Agency (EPA), started in 1953, is
now becoming a firmly established agency. Important institu-
tional developments, directly promoted by EPA, have also
gotten under way. National Productivity Centers have been
established in 12 countries and now provide the main channels
through which EPA supports and coordinates the productivity
effort. EPA's Cooperative Research Subcommittee is providing
an increasingly important forum where the national research
orgenizations of OEEC member countries and the U.S. discuss
common problems snd initiate cooperative action in applied
research to obtain optimum use of scientific personnel and
equipment. Significent progress has been made in agricultural
extension, farm management asnd training in solidifying the
accomplishments of earlier Mutual Security bilateral programs.
EPA's Management Training program has resulted in the creation
of new Schools of Business Msnagement within established
universities of several countries. Fifty European professors
who completed training in the U.S. in January, 1957 will staff
some of these new and expsnding schools. New institutions
devoted to the cooperative solution of technical problems have
developed to follow up activities first stimulated by EPA.

Mutual Security Program

Shadgd areas are Security classified
and mudst not be divulged to
unauthorized individuals. Al

other material is unclassified.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

C\;Imul. FY 1957 ESTIMATE
thru
7/1/56 ta /1 to nexpende
FY 1956 /3657 +/30/37 Total ersorar
Obligations w.uevess 58,994 286 2,214 2,500 XXXX
Expenditres w--.... 53,212 1,801 3,681 5,482 2,800
SUMMARY OF PROGRAM ' ‘
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Special Assist.
Technical Cooperation ... XXXX
Derenst SurPoRT ... 2,657 2,500 XXXX XXXX XXXX
Other Programs ........... 2) 300 21 300
Total weveeeeresssesmeeeons 2,657/ 2,500%/ | 2,3002 - 2,300
Fanction FY 1956 FY 1557
Project Assistance by Recipient b
Multilateral Projects thru EPA 1,309 -/
Special Projects
France 248 150
Iceland 123 100
Itely 214 150
Atoms for Peace - 100
USOM and USRO Tech. Support 76; 500
Total, Project Assistance 2,657 1,000
Non-Project Assistance X
Cash Grants to EPA - 1,500
Total 2,657 2,500
Project Assistance by Cost Component
" TMechnicians 451 266
Participants 859 367
Contract Services 1,017 101
Supplies and Equipment 10 -
Other Costs 317 266
Total, Project Assistance 2,657 1,000
Non-Project Assistance
Cash Grants to EFPA - 1,500

m

a/ Excludes domestic support costs reflected separately as inte'rresion
8l expenses on regional summary table and described in Non-Regional

———Sectiuvmrof—the ' presentattons

b/ Financed by grant as Non-Project Assistance.




EUROPE Luropean Technical Exchange

EPA is being financed to an increasing extent by the European mem-
ber countries. Beginning in FY 1958, the annual contribution of
the European Governments to the EPA budget will increase from ap-
proximately $425,000 to $1,700,000. The reduced U.S. contribu-
tion requested for FY 1958 will thus represent less than half of
EPA's proposed budget for that year. In terms of total program
costs (including estimeted European country support costs not
counted in the EPA budget) the U.S. share was 25% in 1955 and
about 20% in 1956 and 1957.

In France and Italy, where special bilateral labor projects of
modest proportion have been undertaken during the past few Years,
the strength of the Communist controlled trade unions has weak-
ened and the power of the democratically oriented unions has
grown. The degree to which this can be attributed directly to
the projects is difficult to estimate, but there is no question
that the project activities for training labor leaders and
assisting free unions to increase their effectiveness have con-
tributed to this weakening of Communist influence in the ranks of
French and Italian organized labor.

In Iceland, it is too early to speak of full results from the
small Technical Exchange program but some progress 1is being
achieved., Productivity has been increased through schools for
training unskilled workers initially utilized on construction of
the Keflavik Air Base and similar activities. Technical assist-
ance in improving the processing and canning of fish has enabled
the fishing industry to compete more effectively in western mark-
ets, thus lessening Iceland's dependence on Soviet purchases and
at the same time augmenting the country's foreign exchange earn-

ings.

The Propoeed FY 1958 Program: This program was funded in previ-
ous years under Defense Support. However, it is now proposed to
fund this program, as well as another European regional program
(Scientific and Engineering Training) under Other Programs
(Special Assistance), in accordance with the current re-alignment
of aid categories. The European Technical Exchange program will
be carried on substantially as in the past, including grants to

OEEC-EPA.

1n2

Shaded areas are Security classified
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other material is unclassified.

EPA: The U.S. contribution of
represents a reduction from FY 1957, thus reflecting U.S. policy
of assuming a declining share of the Agency's operating costs.
In continuation of the FY 1957 program, the contribution would
again be a direct lump sum grant to the OEEC-to finance EPA ac-
tivities in certain defined fields, under mutually agreed cri-
teria. The estimated distribution among these activities is as

follows:
(in thousands of dollarsg
FY 1957 - FY 195

Management Improvement & Education 325
Trade Union Training Activities 250
Agricultural Extension & Training 150
Marketing & Distribution 175
Other Activities &/ 150
General Program Support 150
Subtotal 1,200
Programs for Less Developed
Areas in Europe 300
GRAND TOTAL 1,500

g] Includes industrial relationms, automation, peaceful applica-
tion of atomic energy, priority manpower projects, and elimi-
nation of restrictive business practices.

The "Program for the Less Developed Areas of Europe" undertaken
in FY 1957 pursuant to a mandate from the OEEC Council is a long-
term operation and is expected to become a progressively more im-
portant field of EPA activity. EPA will assist Italy, Greece and
Turkey in the preparation and execution of their development pro-
grams. EPA's assistance initially has centered on the training of
local specialists. Work has already begun in Sardinia, Italy.
Particular emphasis is placed on the use of European skills and
resources, Speclal EPA projects are designed to train required
consultants; and experts from other OEEC countries also help,
without cost, to solve specific technical problems.

Special ProJjects:

France: The §} requested for FY 1958 is for continuation
of the FY 1957 rojects. Approximately will be
used to provide U.S. training for selected trade union leaders




EUROPE 3mapean Technical gxcéa«-;e

and ghort-term team visits for others on such specific subjects
as labor-management relations and operations of union research
bureaus. The remaining’ %30,000 will be used to finance a
follow-up and eveluation study of former participants and to
supplement labor and research activity being undertaken by sev-
eral French unions.

Italy: The $; f{reqpested will be used to continue programs
for bringing leaders of the free trade unions to the U.S. for
trade union internship, a trade union workshop seminar at a uni-
versity, and for in-plant observation of labor management prac-
tices and problems. Concurrently, U.S. technicians will be made
available to Italy to assist in labor leadership training pro-
grams there,

Iceland: The ' program proposed for FY 1958 for Iceland

is similar to those conducted in FY 1956 and 1957 and would help
finance visits of Icelandic participants to the U.S. and U.S.
specialists to Iceland on selected short-term consulting assign-
ments in the fields of agriculture, industry and civil aviatlon
i i 6

Atoms for Peace:
primarily for financing participation of U.S. consultants in sym-

As iun FY 1957, $100,000 is requested in FY 1958,

Shaded areas are .Securily classified
and must not be J[uulg.ezl to
unauthorized individuals All

other material is unclassified.

posia and other activities in the nuclear field as well as
some training in the U.S., in connection with the President's
Atoms for Peace Progran.

FY 1958 represents a decrease from FY 1957 and is to maintain

a smal)l ICA technical support staff in the U.S. Mission to the
North Atlantic Treaty Organization and European Regional
Organizations (USRO) and in the Embassies in France and Italy.
The USRO staff is concerned with necessary day-to-day contact
with EPA and related organizations. It is also responsible

for dealing with residual problems in & number of European coun-
tries where USOMe have been closed, and acts as a central
clearing house for arrangements for third country training.
technical support staffs in France and Italy are responsible,
under the U.S. Ambassadors, for the bilaterasl technical ex-
change lsbor projects in those countries and for the remaining
activities financed from counterpart funds under Section 115(k)
of the Economic Cooperation Act. It may also become necessary
to provide a small staff in Iceland.

The

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

(% in thousands)

g COMMUNITY
TOTA FORECURD | INDUSTRY | 1o cnon HEALTH PUBLIC DEVELOP., | CENERAL
FISCAL YEAR ok R D AND RANSP OR- LABOR AND EDUCATION | ADMINIS- | SOcIAL MISCEL- 2
NATURAL | MINING SANITATION TRATION | WELEARE | | VESLS
Actual FY 1956..J..P..‘.f.‘.!‘.?.‘...?.?.’.:?!s.t.... 2,657 187 528 23 610 276 167 866
25 150 b 50k

}/ Includes Multilateral Projects through EPA.
g/ Includes Technical Suprort for USRO and other countries.
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ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Objectives: To accelerate European scientific and technical
training, in order to overcome the disparity in the rate of C#ruh FY 1957 ESTIMATE

increase of scientists and engineers between the free world FY 1956 72//‘2/85/“5;° 6%‘0};7 Tatal Ry i
and ‘in the Soviet bloc; to stimulate close cooperation among
the OEEC and NATO countries in a field of common concern and Obligations weeeeeens XXXX
in a regional effort that can contribute to European integra-
tion; to influence these activities, of great interest to the-
U.S., through participation in Eurocpean consultations; and to SUMMARY OF PROGRAM
expand U,S.-European interchange of experience and ideas. i S

Expenditures .......

U.S, Interests: A larger and better qualified pool of sclen- -
tists and engineers in Western Europe would be of direct bene- Coapsration ..
fit to U.S. defense and economic interests. ment Assist. |

Programs v

Background: OEEC concern with the need for increased scien-
tific manpower dates from 1953. Action programs are now be-
ing studied by the Manpower Committee, the Nuclear Energy
Training Group, and the Productivity and Applied Research
Committee of the OEEC. Significant shortages of qualified
scientists are evident in such fields as chemistry, physics,
mathematics and certain aspects of biology; there 1s also a
shortage of specialists in the applied scientific fields of
chemical engineering, metallurgy, eletronics and the applica-
tion of nuclear energy. These shortages are currently affect-
ing research, development and teaching. Assuming the continu-
ation of current rates of training, the economic and defense
sectors are also likely to be affected within a few years.
Common OEEC action could stimulate needed country efforts,
both official and private, as well as bring about savings
where multi-national use of facilities is feasible.

The OEEC evaluation of scientific and technological personnel
needs is made primarily for its bearing on the economies of
the Western countries.

15
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EUROPE  Lauropean Scienlific And Engineering Program

The Proposed FY 1958 Program

A total o is requested for FY 1958 from Special Assist-
ance funds e treining, minimal training aids and related
activities to help the OEEC and other regional organizations in
stimulating a regional engineering and sclentific manpower pro-
gram in Europe. The total program, including European contribu-
tions, would be between $1.6 and $2 million. Training in the
uses of nuclear energy in the various applied sciences may be one
of the fields covered. The increasing awareness of the OEEC and
NATO of the serious nature of Europe's scientific and ehgineering
manpower deficlencles emphasizes the need for the U.S, to support
programs which would meet basic U,S. interests. U,S. assistance
and participation in the development of the proposed interrelated
scientific manpower activities would help the program get off to
a strong and well directed start.

Sufficient flexibility is contemplated in this program so that
funds could also be utilized outside the OEEC in the event that
EURATOM regional training programs are developed in time for U,.S.
financial consideration in FY 1958, The U.S. has arranged to
work closely with the National Science Foundation and other inter-
ested agencies in carrying out these progrem activities.

Projects under this program would relate primarily to manpower
utilization and training activities in specialized fields in
vhich a regional approach is desirable. Key educational and re-
search personnel would be selected for training to assure meximum
effectiveness in terms of a multiplier effect in expanded train-
ing programs. Projects in this field would be directed toward
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better utilization of training and research facilities, improvea
training standards and practices, and development of better labor
market information, among other things.

The proposed activities have relatively long-term obJectives of
increasing the supply and improving the quality of scientists and
engineers in Western Europe, the United States and Canada. The
OEEC role in thie respect is to mobilize governmental -and non-
governmental groups with a view to stimulating needed country
scientific manpower action, to arrange for appropriate exchange
training of scientists and engineers, to serve as a focal point
for the analysis, exchange and dissemination of information on
the scientific manpower situation in Europe, the United States
and Canada, to arrange for regional utilization of certain re-
search and tralning activities, to encourage greater mobility of
sclentists and engineers among the European countries, and to de-
velop improved country and international standards in training
and qualifying sclentific and engineering personnel.

A U.S. contribution in FY 1958, conditioned on an equivalent Euro-
pean contribution, would serve to stimulate greater regional
scientific manpower activities than would otherwise be possible.
Regional attention to this critical problem of shortage of
trained personnel should have a beneficial impact far in excess
of the level of expenditures envisaged. The matters with which
OEEC and probably other European regional organizations will be
concerned for the next several years are relatively long range
problems. It 1s expected that, following the FY 1958 program,
U.S. contributions would be relatively esmaller as those of the
European countries are increesed. U.S., contributions will
probably still be required during FY 1959 in order to assure the
firm establishment of en adequate regional program. In subse-
quent years, U.S., participation would be based on the evaluation
of national interest then served by continued participation. By
that time, the European regional program should be firmly estab-
lished and U.,S. contributions should no longer be required as a
stimulating factor.



COMPARISONS OF ENGINEERS AND SCIENTISTS IN

U.S., WESTERN EUROPE, AND USSR
Total Available in 1956

( Thousands)

° 200 400 600 800
| | | |
U.S. W. EUROPE ¢
. (500NN l;:25“6) 22 750
Engineers
USSR 730
, ' 1954-55 NEW GRADUATES
(225) (115 X 400 ( Thousands)
Scientists RaRmaaiaaae S NSRRCERRRcs

160

E ngineers  Scientists
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U. S. Objectives: Maintain West Berlin as an outpost of free-

dom; demonstrate Western determination to stand fast in the face

of Soviet pressures; assure that the constant comparisons made

t and West Berlin remein favorable to JOINT CONTROL AREAS
ng f'hen the ilestcrn orientation of

THE PROGRAM FY 1956-58

($ Millions)

U. S. Interests: West Berlin continues to be of vital concern

to the U. S. The U. S. bears special responsibilities because
it, along with the French and British, retain sovereign powers
in the city. Berlin provides a vantage point for the U. S. be-
hind the Iron Curtain and, at the same time, serves as a show-
window to display to millions of East Germans the economic,
cultural and political advantages of a free Western democracy.
In the light of recent developments in Hungary, its value as a
bastion of freedom has increased in significance.

rected at the East Germany population
ies vith the ﬁest an& their resiamce to

Austriae regained full sovereignty by the State Treaty of 1955.
It is an integral part of the Free World, and the Austrian
people are overwhelmingly pro-Western. Austria has adopted &
policy of military neutrality, but has emphasized that the
policy requires readiness to defend its borders against foreign
incursions.

er. ‘ng tha_ Alpine passes into

FY 1956 FY 1957 FY 1958
{Proposed Program)

The total Mutual Security Program proposed for

U. S. Pro;rams
FY 1958 ;

9
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EUROPE  Joint Conirol Aread

Objectives: To strengthen the economic bese of West Berlin; ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)
construct end expand needed student_housing andvother public Coml. EY 1957 ESTIMATE
facilities of West Berlin : theu e 317e 5 "
FY 1956 7 6/30/57 Tatal 6/30/57
‘assist in the rehabilitation of Obligations .......... 2)276)188y 5)577 6)623 12}200 XXXX
the former Rus51an-occu ied zone of Austria and in its eco-. ; a
- nomic integration with ihe rest of the country. Expenditires v 2’268’085-/ 2,910 7,793 13,703 6,600
SUMMARY OF PROGRAM
Accomplishments: In West Berlin, MSP aid 1s a key element
in mainteining the morale of the populace and has played a FUNCTION FY 195 FY 1957 Toral PROPO;izzjlgsasadalA’ﬂ“
vital role in the economic rehabilitation of the city. The p -
effects of the past U.S. programs for Berlin are evidenced Technical Cooperation ... XXXX
by the reduction of the rate of unemployment from 30% of the Development Assist. ..... Xxxx XXxx XXXX
working force in 1950 to about 10% at the beginning of 1957. Other Programs ........... 18,898 12,200 11,500 11,500
Past grants of U.S. counterpart funds to West Germany have
built up in West Berlin a capital revolving fund of $300 Total Luvverirenssoesesenanns 8,828 12,200 ll,?OO ll,?OO
million in local currency which can be used as previously Lﬁss Intéifegional%: 23> 7200 20 30
grented loans are repaid. The fund is of great importence PROJECT ASSISTANCE 18,603 12,000 11,370 11,370
in advencing the city's industries and business. Recently, Technicians ......cvveen.n.. 146 95 8o 80
the relatively modest U.S. aid has been used in the con- Participonts .eeuveereseenn.. 266 205 88 88
struction of low cost housing, in the expension of the Contr. Services ............. 143 160 167 167
facilities of the Berlin universities, in the erection of a Supplies & Equip. .........
large modern conference hall which will serve for inter- Contr. to Coop. Service ...
national conferences, and in other projects demonstrating Other .ecieveverevenreencnnnnn. Lo ko 35 35
continuing support of this isolated city.
Total Proj. Asst. ......... 595 500 370 370
NON-PROJ. ASSIST,
Agric. Commod. Total ..... 16,489 11,000 11,000 11,000
SUrplus eeeceiieiinrecaeeienen 16 y )4-89 11,000 11,000 11,000
Other ..cieriiiereannerrencenes
o s v 5 Indus. Commed. Total .....|
1/ Includes West Berlin and Austria (now soveréign) on Raw Mat'l's. & Fuel ......,
basis of Section 403 of the Mutual Security Act of 195k, as Machinery & Equip. ...,
amended, which authorizes aid to "nations and areas for which Other Ind. Commod. ......J
the U. S. has responsibility at the time of the enactment of
this Act as a result of participation in Jjoint control Cash Grants weevueeeresencs
arrangements ..." - _
a/ Includes obligations and expenditures for Germany (Fed. Other woeuveresrusrassnsnssinnses 1,579 500
Rep ) and Austria. b/ Interregional expenses are described
in the interregional expenses exhibit of the Non-Regional Totol Non-Proj. Asst. ...| 18,068 11,500 | 11,000 11,000

Section of the presentation.
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EUROPE  Joint Control Areas

In Austria, U.S. assistance has helped to sustein Austria‘'s ad-
herence to the free world and its resistance to Communism.
Technical exchange activities have focused on industrial pro-
ductivity, labor relations and practices, and business education.
Significant progress has been made toward increasing productivity
in the canning and paper industries and toward establishment of a
modern curriculum in business education. The program in Austria
is now being directed primarily at the reconstruction of the
former Soviet Zone which was left in a state of relative disrepair
" and in which it was not possible to operate a program before the
end of occupation in October 1955. Agreements for sales of about
$43 million of surplus agricultural commodities under Title I,
PL 480, will have been concluded by the end of FY 1957. Approxi-
mately $28 million of the local currency proceeds from these
sales are planned for loans for industriasl and power development.

The Proposed FY 1958 Program

To support the West Berlin program it is proposed to provide the
local currency equivalent of $5 million through sales under
Section 402 of U.S. surplus agricultural commodities to West
Germany. Past experience has shown that the U.S. gets the most
lasting political benefits in West Berlin from projects whose
American origin is clearly identified, as in the case of housing
projects aided by local currency generated from Section 402 sales.
Furthermore, vhile the Federal Republic of Germany has given very
substantial aid to Berlin, it has not provided sufficlent funds to
cover the urgent requirements of certain politically and socially
important proJects. The U.S. program would, therefore, con-
centrate more than half of FY 1958 local currency sales proceeds
on lovw cost housing and would devote approximately $2 million
local currency to the expansion of student housing and of
scientific and technical facilities of the Berlin universitiles.

In addition to the $5 million local currency program, a technical
exchange program of $170,000 will train young business and labor
leeders of West Berlin and to assist in the establishment of a
Management Development Training Center.

11lion is requested to geners
lu of surplus sgricultural
_ Approximately $2.3 million
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'29“,, the
Federal Republic of Germeny has contributed a much larger share

In the case of programs for West Berlin ;i

of the total expenditures involved than has the U.S. The direct
and indirect contribution of the Federal Republic to West Berlin
amounted to $3OO million annually,

ol ‘

The TE program in Austria in FY 1958 would continue activities
and projects designed to assist the former Soviet Zone in its
efforts to draw abreast of Western technology and attitudes
relating to increased productivity, scientific management,

regional development and improved labor relations. In addition,
further local currency losns of P.L. 48O sales proceeds are
Plenned for industrial and power development.

So long as the U.S. remains one of the occupying povers in
Berlin and so long as Germany remains divided with the East Zone
under Soviet control, continued U.S. aid will be necessary in
order to foster resistance to Communist aggression.
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PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
AGRICUL- | ynisTRY HEALTH PUBLIC | DEVELOP., GENERAL
FUNCTION AND FISCAL YEAR oty TURE AND AND TRANSPOR- LABOR AND EDUCATION |  ADMINIS- SOCIAL MreoeL.
ResoURAL MINING SANITAT ION TRATION | WELFARE Ry
ACTUAL FY 1956
AUSTRIA L e, 385 186 - 28 - 52 2k 9
WEST GERMANY ceeeeeereecnscnene 210 80 13 13 20 - 6 T8
TOTAL OTHER PROGRAMS................ 595 266 13 k3 20 52 30 173
ESTIMATE FY 1957
AUSTRIA . 325 130 32 60 13 S0
WEST GERMANY 175 85 45 - - 45
ToraL OY“IR PROGRAMS secerscccanssace 500 215 77 60 13 135
PROPOSED FY 1958
AUSTR I A 200 30 30 30 25 85
WEST GERMANY 170 25 33 82 - 30
TOTAL OTHER PROGRAMS +eeesssseseene 370 55 : 63 112 25 ' lls
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WEST BERLIN

INDUSTRIAL PRODUCTION UNEMPLOYMENT
150 400 I
(Index 1936 =100) ( Thousands)
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SECRET

ATO Summary PROGRAM AND EXPENDITURES SUMMARY
/V 7 " (In Thousands of Dollars)
Programs Estimated Expenditures Estimated
FY 1957 Unliquidated
FY FY FY Proposed Cumilative 7/1/56 3/1- Obligations
Country 1950-57 1956 1957 FY 1958 30 June 56 2/28/57 6/30/57 Total 30 Jun 1957
TOTAL $12,628,889| $ 372,699) $ 373,173] $ 487,272 % 9,879 760 | $ 60k,639 711 |8 | $1,477,86
" Belgium 1,133,47T7]
Denmaxrk Lok, 14
France 3,633,728}
Germany
Ttaly
Luxembourg
Netherlands
Norwey
Portugal

United Kingdom
Greece

Turkey
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