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SEMMARY

This is a brief view of the Marshall Plan ~ America's bold venture
in economic redevelopment and restructuring of Europe after the havoc
wreaked by World War II - from a Public Administration perspective. There
are of course mzny standpoints from which the Marshsll Plan can be viewed
and studied: the economic, the political, the sociological, the foreign
policy and international relatioms aspects, and the military, to mention
just the principal categories. Comsidering that there were sixteen recipient
countries of Marshall Aid, amounting to $13.3 billion during a brief four
year period, there is a wealth of material to draw upon, and issues tc
research and analyze are practically limitless. Thus no attempt has been
made in this limited paper to tell the entire Marshall Plan story, or even
to cover the Public Administration area in any depth. This is merely a
brief overview of the subject.

The Marshall Plan - more formally referred to as the European Recovery
Program - is significant to students of Public Administration for several
reasons. First, the Plan was unique in American political history in both
concept and magnitude, shattering traditional positions of isolationism.
Secondly, it was promulgated and promoted by the Truman Administration in a
highly unorthodox manner, and was the subject of much political wrangling
and public debate before receiving the approval of the Congress. Once
authorized, the Economic Cooperation Administratijon (ECA) - the organization
created to administer the Program - was staffed and organized (in that
order!) and the Program implemented in & manner unprecedented in govermment
bureaucracy, anywhere. Numerous administrative innovations were spawned
during the course of implementation in an effort to overcome the many
obstacles which were encountered. Some of these innovations are still with
us today, such as the emphasis on “business-like” management, and the
stressing of efficiency and effectiveness criteria in program evaluation,
the utilization of economic analyses for planning and monitcring, comtracting
out, professional specialization and the involvement of the private sector
to the maximum extent in carrying out public programs. The Program drew
upon the services of some of the Public Administration field's notables
such as Harland Cleveland, Donald Stone, Edward Mason and Luther Gulick,
to mention just a few who played key roles. The Marshall Plan was noteworthy
alsc in that it was the first major attempt by the United States to export
its Public Administration know-how to others - Europe in this instance -

instead of merely borrowing from them. Finally, the American public



ii
adm:inistrative experiences in implementing the Marshall Plan gave rise to
the creation of a whole new sub-field within the broad umbrella of P.A.
- nsmely "Development Administration™ which is attempting to amalgamate
a melenge of economic, sociologic, and management theory end techniques,
in order to practice Public Administration in the international development
realm on a8 pragmatic, prescriptive basis.

The results of this latter innovation have been mixed to date. The
environment is so complex and the variables so numercus we are still largely
at the tinkering and developmental hypothesis stage. Nevertheless, a
significant enough body of knowledge has been developed in this subset of
Public Administration that there is sufficient theory for application and
opportunity for experimentation, for those so inclined. The other major
impact that the Marshall Plan had was the establishment of a mind-set to
continue ecconomic and social development assistance to the lesser developed
nations of the world, in the amount of approximately four billion dollars
& vesar,

Assistance to Europe was primarily economic: to enable them to rebuild
their indusiries and reestablish trade channels, so that the countries could
function sgain. Although this was a monumental task, the Program was highly
successful. The United States also reaped the benefits of its 'investment'
both politically and economically. Assistance to the Lesser Developed
Countries - the LIC's of the so-called Third and Fourth World is much more
difficult. These countries do not have the industrial base to build upon,
the markets to reestablish or strengthen, the commodities to export, or
trained and experienced technicians and administrators, or equipment, to
work witi.. Nor, in meaay instances, do they have stable governmeats. Thus
the task of Development Administration today is different from that of the
Marshall Plan era, but it is no less a necessity. The future of the United
States is inextricably intertwined with the fate of these countries. "The
United Staes, the EEC [European Economic Comgunity] and Japan are now selling
at least one-third of their manufactures to the newly developing nations.” 1
"The processes of aid and investment virtually lauached by the Marshall
Plan, have indeed produced a degree of global (italics mine) interdependence"z
and "the clearest lesson that emerges from the development of the Third World
nations is that openness to foreign trade encourages efficiency, adaptaoility
and growth". 3 Public Administration’s job is to put it all together, and

make it work, and this requires a professional approach; it is too important



a task to be left to amateurs.



THE ORIGINS OF THE MARSHALL PLAN

While World War II was drawing to a close in 1944, the United States
proposed a program of assistance tc help its wartime allies reestsblish
themselves and their wrecked economies. Although financed largely by U.S.
centributions, this was not solely an American project. From 1944-1946
the United Nations Relief and Rehabilitation Administration (UNRRA) provided
consumer goods - particularly foodstuffs, clothing and medical/health
supplies -~ to selected European countries as a short-term transitional scheme
until "normalcy" should return. 4 This differed from the Dawes (1924) and
Young (1929) Plans which attempted to stabilize the European economic
situation after World War I through the form of credit to repay war debts
and reparations, in that the UNRRA program was an outright grant. By 1946,
however, it was evident that the mere injection of relief goods was
insufficient to induce recovery; economic conditions were still in a drastic
state of effairs. Furthermore, pclitical crises were mounting with communist
encroachment in Chira, as well as Eastern &nd Western Europe. In addition
to the multi-lateral assistance program through UNRRA, the United States
extended a bilateral locan of $60C milljon {(with a2 further credit 1lime of
$3.75 biliion) to Great Britain in August 1946, in a special effort to get
that nation and its extended Empire out of the doldrums. Conceived as a
five year financial crutch during which Britain could reestablish her trade
relations, close the Mdollar gap" and stabilize her internal economy, the
loan was a colossal failure. The loszn, and most of the credit line was
drawn down in less than a year without any sigrificant impact or the economy
of the sterling area or the rest of the Commonwealth. ~ This was not just
a simple dettor/creditor problem between Great Britain and the United States.
It was & harbinger of eccnomic catastrophe for the Free World.

The United States was not immune from this catastrophe. It needed income
from abroad in order to maintair its economy at home, while at the same
time being able to export its products. In ¢rder to purchese those American
goods, however, other countries needed dollars which they could only earn
from the United States. Thus the balance of trade was a critical element
of concern to all nations. Western Eurcope had had a trade deficit with
the United States before the war, but nad been able to msintain a balance
of payments through services (such as shipping), dollar earnings from the
rest of the world, sesles of products from their colonial empires to the

U.S., and liquidation of assets. In the first quarter of 1947, the U.S.
exported almost $1.5 bdillion of goods to Western Eurcpe. They. ian turn.
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were orly able to export about $130 million to the U.S. 6 The deficit could
only be financed by further drawing down remaining essets, borrowing from
the U.S., or accepting relief. A solution haed to be found to give Western
Evurope en opportunity to increase its productivity, develop altermative
non—-dollar sources of supply, and boost European dollar earnings by increased
exports to the United States.
The U.S. State Department's Policy Planning Staff heightened U.S.
political concern for Europe's plight when they raised the specter of
communist exploitation of the situation.

The present crisis results in large psrt from the
disruptive effect of the war on the economic, political
and social structure of Europe and from a profound
exhaustion of the physical piant and of spiritual vigor.
e « « The communists are exploiting the Furopean crisis
and . . . further communist successes would create
serious danger to American security. . . . However,
« « « American effort in aid to Europe should be directed
not to the combatting of communism as such, but to the
restoration of the economic health and vigor of European
society.

A plan for European recovery was conceived by Under Secretary of State
Dean Acheson in April 1947 and further developed by the Policy Planning
Staff under George R. Kennan. The plan was then coordinated with other
interested government departments, and approved by Iresident Truman as
a new, positive, direction for American diplomacy and foreigrn policy.
Truman planned to launch the plan himself in May 1947, at a meeting of
the Delta Council in Cleveland, Mississippi. Unfortumately, Truman was
not able to attend because of another conflicting politica® obliigation,
and Acheson delivered the speech instead. Some interest was aroused in
Europe by this speech, but rothing of consequence resulted from it. In
the United States, the occasion was hardly noted at a].]..8 In essence,
the Plan was an assurance to Europe of America's willingness to assist
the entire continent, for: the mutual benefit of all parties, provided that
Eurcpe could work out the details of a comprehensive program for joint
recovery without the United States being responsible for the initial stages
of its formulation, It was felt by the Policy Plamning Staff and other
U.S. officials that if the United States were to assume coatrol and
direction over the program, either umasked or by forcing its good intentions
upon Evrope, such an approach could toc easily be interpreted as American
economic imperislism, which would play into the hends of the communists.

The Secretary of State, General George C. Marshall, was unwilling
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to relinquich the idea, and laid carefuvl plans for a second presentation
in public, Marshall did not want to appear to offer Zurope an American
"handout" which would be resented abroad and denounced at home (especially
after the recent failure of the U.S.-British loan). He needed the impetus
to come from Europe in the form of a request; but one that would meet both
the requirements of economic recovery, acs well as being able to withstand
critical American public scrueriny. Thus the speech was plapned to be
presented very unobtrusively, without any buildup or dindicatiom that
something unusual was about to happen. To meintair an inconseguential
atmosphere in the U.S., President Truman feigned an air of business as usual,
~and Marshall delivered the message in & Commencement Address at Harverd
on 5 June 1947, To ensure that the message did not fail flat this time,
however, on 4 June - the day before the speech was to be delivered - Acheson
informed three British news correspondents that Marshall was about to mske
a speech of the utmost importance, &nd urged thesm to comntact their Londen
offices. He further advised them to ascertair that the British Foreign
Secretary, Ernest Bevin, receive a copy as goon as possible after its
release. 9'.l'h:is time, the speech had the desired effect., Forewarned, England
was the first country to react, and she laid the groundwork for future
developments. After some preliminary negotiations, on 14 June 1847, the
British Foreign Office announced that

His Majesty's Government is specially mindful of the
part which Frarce can play in the economic reconstruction
of Europe, and has decided to take the initiative in
exploring with her . . . the best means of following
up the Marshall offer. 10

They extended invitations tu 22 European countries to attend a
conference in Paris on 12 July. At this coaference; a Committee for
European Economic Cooperation (CEEC) wes organized to formulate a combined
program for recovery of the sixteen nations who participated. (The
conference was boycotted by the Soviet Bloc, although the offer had also
been extended to them.) 1 The Committee worked out the ground rules;
provisicnally decided what external aid would be required, country by
country, and by September 1947 had prepared a comprehensive report te
present to Washington .12 The European Plan, in response to Marshall'’s speech
vwas a four year recovery program (1948-1952) which would be directed towards
the following four priorities:

1. Increased production, especially in agriculture, energy
and heavy industry
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2. Elimination of inflation
3. Promotion of economic ccooperation among the participants,
and
4. Solution of the dollar payments problem
The CEEC representatives delivered the plan to the U,S. Administration
on 22 September. This set the stage for some very interesting political
maneuvering between the Administration and Congress, for despite the
generally held assumption in Europe that the U.S., through Marshall, had
made a definite offer of assistance, Congress was still the keeper of the
purse-strings, and up *o this point had not been involved. President Trumen
was thus placed in the position of having to convince Congress that the
program which he had authorized his Secretary of State to propose, and
which Great Britain and much of Europe had accepted and spent the summer
laboring over so diligently, was in fact worthwhile! Until the proposal
had been accepted by Congress, however, the Administration could only be
sympathetic and supportive towards Europe's request for assistance, but
had to remesin noncommital, substantively and financially,
U.S. Public Opinion. & Administrative Practice

American business interests had looked forward with great expectation
to the increased business thut they presumed would occur with the cessation
of hostilities after World War II., Instead, they were .confronted with
an economically debilitated Europe which could not afford to import American
goods. American businessmen thus reacted to the prospect of providing
economic assistance to Europe with mixed feelings. Some supported the
concept since they recognized that their prosperity was largely dependent
upon the immediate world demand for American products. Others balked at
the longer range prospect of a restored Europe competing with the United
States - its erstwhile benefactor. Thus, the greater the success of the
proposed program, the more difficult the future could be for American
industry and its products! Similar concerns were expressed by the farm
bloc. The farmers needed an outlet for U.S. surplus agricultural products
but wanted protection against foreign agricultural produce, both immediately
and in the future. 13

While the business and farm bloc interests had largely informed views,
both prec and con, on the issue, despite the fact that approximately 12
million Americans served in the military in World War I1 (many oversess)

the great mass of the American public had no real conception of Europe's
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plight, or America's concern with it., There waes &lso a strong isolationist
sentiment that now the war was over the country should get back to the
normalcy that was Americen and Americanism, and not involve itself further
in the problems of the worid. The "gut™ reaction therefore tended to be
negative. Although humanitisrianism runs deep in the American psyche, the
public was not enthusiastic sbout the prospect of a government program
to give away their hard-earned tax dollars to foreigners. Some guestioned
why the United States should be involved with, and consider itself
responsible for people who were

. « « Deither citizens of the United States,

nor subscribed to American doctrines,

nor paid tazes to the U.S. treasury

nor vwere in any alliance with the U.S.

nor were in any way bound to the U.S. by ties of race,
religion, culture or sffection. 14

In short, benevolence towards foreigners seemed incompatible with the
governmental function of defending and promoting the interests of its
citizens. A Gallup poll conducted in November and December of 1947
indicated that barely 3261 of those interviewed favored any American
participation in a European racovery program, while the remaining 682 were
either uninformed (35%), unconcerned (18%), or opposed (11%) to such action.l’
A few outspoken critics, as exemplified by the Patterson-McCormick
press {Chicago) questioned the viability of any proposed assistance, based
on previous experiences. The most recent aid to Great Britain, amounting
to over four billion dollars in loans and extended credit, had failed to
accomplish any dramatic results. Why then, they asked, should another
aid program be any more than another "Operation Rathole" for squandering
U.S. taxpayers dollars.16 When the details of the CEEC proposal and possible
U.S. responses were aired, and it seemed evident that the U.S. was
considering providing outright grants (rather than just making new loamns),
the rationale for this was also challenged, and the opposition stiffened.l”?
Regardless of whether the program was to be grant or loan funded, a major
concern was that taxes would have to be increased in order to finance it,
Senator Taft estimated, for instance, that the program would require eight
billion d.llars more in taxes for 1948 than would otherwise be the case. 18
While the CEED was at work during the summer of 1947, President Truman
established three separate groups in the U.S. to study America’s needs,
and resources for extending aid ro Europe. 19 The Nourse Committee of the

Council of Economic Advisers analyzed the impact of proposed aid om the
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U.S. economy. The Krug Committee was a committee of specialists from
various government agencies and departments, headed by the Secretary of
the Interior, to study the impact on U.S. resources. The thiré committee
~ the Harriman Committee - was composed of nineteen civilian leaders from
the world of finance, agriculture, business and jindustry (including
organized labor), all appointed by the President to work under the
chairmanship of the Secretary of Commerce, to study "the limits within
which the U.S. might safely and wisely plan to extend economic assistance
to foreign countries and . . ., the relaiion which should exist between
such assistance and our domestic economy." 201hese committees established
numerous sub-committees and specialized working groups in order to tackle
their tasks effectively, but it was felt by the Administration that three
overall committees would be more effective for integrating the findings
than a wider proliferation of specialized interest groupings.

As soon as the CEEC's report was received in October, representatives
of almost every depertment of the government participated in reviews and
discussions, under the leadership ¢f the Department of State, and voluminous
materials were prepared for congressional consideration. The Administration
favored support to Europe on both econcmic and political grounds, and sought
to persuade both the Congress and the general public with a multiplicity
of arguments. Secretary Marshall discussed the program in buciness-like

terms; thus:-

« » - We are all stockholders in the same company, the
United States of America. . . . [We are meking]! a
capital investment in European recovery involving a
sum that though large, is well within »ur means, with
a good prospect of realizing long term gains, 21

Secretary Harriman emphasized from his committee's standpoirnt the inter

dependence of the U.S. and European economies by pointing out that a
decline in che buying power of the 270 miilion people of Western Europe
would also have » powerful impact upon the prosperity of the pzople of
the United States.22 In a public address, President Trumen expressed his
support for providing assistance when he stated "this program is much
more then s commercial operation. It rapresents a major segment of our
foreign policy™; 23a sentiment which wes echoed by Harrimsn's report that
the "United States® politicsl interest in a stabie Europe overshadowed
all other intereats. 24 pnother concept, which had much greater sppeal
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among Americans than Europeans, was expressed by the then U.S. Delegate
to the United Nations, John Foster Dulles, that impiementation of the
Marshall Plan could lead to a United States of Europe. 25

These representations by high 1level Administration officials ¢id
not automatically persuade the Congress or the Public in gemeral that
economic assistance was the proper course of action to tz:s. Inured to
the "hard sell”, the American public tended to regard these presentations
of facts, opinions and assumptions sbout Europe's situation and America’s
self~interest and reed for invelvement, as mere posturing and bureaucratic
advertising for appropriatioas.

Legislative Action snd Reaction

Although Marshall's target was Europe, he had to address himself
to the critical audience at home. Theres had been some informal discussion
with the Congress of the need for for U.S. assistance to Europe shortly
after Marshall's commencement address in June 1947, Without weiting for
the Administration'’s analysis of the situation, or of Europe's formal
request for assistance, the Congress decided to undertake it own study
and investigation of the need for such assistance. A Select Committee
of nineteer House members was formed, which became known as the “Herter
Committee™. The Committee travelled abroad during the summer of 1547
to gather first hand impressions of the situation, and to study the
assistance proposal in some depth.261.ater. the House Commit.tee on Foreign
Affairs and the Senate Committee on Foreign Relations heard extensive
testimony on proposals for extending assistances to Europe and the likely
impact it would have upon the United States .27 The prospect for achieving
bipartisan cooperaticn on any major policy was highly unlikely, however,
since both the Democrats and the Republicans were sharpering their wits
at each other's expense for the coming elections. The Republicans were
particularly hesitant to support any new Democratically-inspired policy
initiatives which could redound to the benefit of the incumbent Democrat
Presidential incumbert. Furthermore, as the majority party in Coagress,
the Republicans had the votes to bloc such initiatives, shouid they choose
to do so.

There were extensive discussions, debates, arguments and counter-
arguments about the Marshall proposal through the Fall of 1947, and om
into the winter. A special citizen's "Committee for the Marshall Plan"
was organized by several prominent people, en¢ registered as a lobbyist
group, which then sterted bombarding the media with promotiomal litersture
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to influence the public, nationwide. 28Several more objective groups were
called upon, also, to analyze the situation -~ The National Planning
Association, the Committee for Economic Development, and the Brookimgs
Institution.2®

The congressional hearings were lengthy and the documentation from
them was voluminous. BHarry B. Price, who witnessed and recorded the first
authoritative history of the Marshall Plan, wrote that the published
hearings "before the Serate committee fill three volumes totaling 1,466
pages; those before the House committee, two thicker tomes of 2,269 pages.”
Ané over three hundred witmesses were heard, 50

In February 1948, a coup d'etat occurred in Czechoslovakia following
several porths of communist agitation and activity. This event alarmed
many of the U.S5. ccagressmen, who saw the pattern of Kremlin-inspired
communist expansion of its orbit while the U.S. debated whether it should
assist Western Europe. KRepublican resistance to the Democrastic-inspired
proposal thus weakened, and the debate wound down to a bipartisan
conclusion. On March 1st, Senator Arthur Vandenberg (R. Mich), Chairman
of the Senste Foreign Relations Committee presented the bill to the Senate.
As a notable isolationist, Vandenberg's position on the bill was crucial
to the Administration’s success. Secretary Marshall had worked very
intently to obtain Vandenberg's support and leadership in the Senate.

I worked closely with him on the Resolution which
he presented to Congress. In fact, the first draft
was prepared in the State Department at my request.

Senator Vandenberg took this draft and improved
it enormously on his own typewriter. He made it
a practical proposition, and, but for his leadership
and coordination in the Senate, the plan would not
have succeeded. 31

Senator Vandenberg himself referred to the bill as "the final product
of eight months of more intensive study by more devoted minds than I
have ever known to concentrate upon any one objective in all my 20 years
in Congress.":‘i2 His support for the measure moved the tome of the debate
from "whether or not" to provide assistance, to "how". A new, and
"businesslike" orgenization "to accomplish an emergency operation with
maximum efficiency”™ was favored by the Congress, particularly the
Republicans. The Administration eventually won ocut however with an
agreement for a separate, new agency, but with significant emphasis on

private sector involvement. The Congress approved the Foreign Assistance
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Act of 1948 on April 2nd, and¢ it was signed into law by President Truman
the following day. The final vote was as follows:

Jable 1 U.S. Congressional Voting Record om 33
The 1948 Foreign Assistanc2 Act
Political SENATE HCUSE CONGRESS AS
Party A WHOLE
Total For Agaimst Total For Against For Against

DEMOCRATS 42 38 4 169 158 11
REPUBLICANS 44 31 13 234 171 63

TOTAL 86 69 17 403 329 74

The framework for a2 Buropean Recovery Program had now been created.
But one more hurdle still had to be surmounted; - obtaining appropriations
to fund the program. Although with political acceptance, the likelihood
of financial support was assured to some degree, the exact amount was
still subject to speculation and debate. Secretary Marshsll had aroused
the ire of Congress back in January 1948 when he asked for $6.8 billion
as the first fifteen months costs for the program, with what they
interpreted as a "put up or shut up" attitude:-

An inadequate program would involve a wastage
of our resources with an ineffective result. Either
undertake to meet the requirements of the problem
or don't undertake it at all, 34

The Administration had estimated that approximately $17 billion
would be required in total to fund a four year program of recovery.
While Democrats blanched at the magnitude c¢f the program, Republicans
balked, even while they acknowledged the need for such assistance, and
the debate continued on a “how much" level. Doing some political fence-
mending, President Truman consulted with Semator Vendenberg to seek
his advice on the selection of an Administrator for the new organization
-~ The Economic Cooperation Administration (ECA) - which had been
authorized to implement the European Recovery Program (ERP). Vandenberg
suggested Mr. Paul Hoffman, the President of the Studebaker Corporationm,
vho had alsc been a member of the Harriman Committee, and although Truman
had favored appointing Dean Acheson, (his former Assistant Secretary
cf State) he accepted Vandenberg's recommendation .35 Although Hoffman
wvas a Republican, he was not politically active, and was highly respected
for the solid work he had put in on the Harriman Committee.
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Hoffman was sworn inte office on April Sth, but apart from some
interim advance spending money {[Congress sauthorized $1 billion, plus
$21 million in transfers from other aid funds] he had no budget to
undertake the program.36 Another two snd a half months were to pass
with extended hearings before the appropriations committees completed
their deliberations. Ever with a Republican businessman at the helm
cof ECA, however, the Republican-dominated Congress was still unwilling
to provide money for the program for more than & year at & time. On
28 June 1948, Congress authorized $5.3 billion for fiscal year 1949,
which commenced 1 July 1948. By this time, Hoffman's ECA had already
shipped $21 millicn dollars worth of emergency relief supplies (food,
fuel and seeds) to several countries, and authorized procurement of
goods and services in the amount of almost three-quarters of a billion

dollars for lomger term needs. 3

OBJECTIVES OF THE EUROPEAN RECOVERY PROGRAM

The twin themes that ran through all the discussions in Congress
and the U.S. media concerning the prosram were political and economic
- Democracy versus Communism on the p>litical front, and economic know-
how to invigorate procuction and trade in Europe. These were both areas
which the United States comsidered its¢lf umiguely qualified to tackle.

The communist threat was viewed as a very real and imminent danger
to the security of the United States, and concomitant with economic
aid, considerable military assistance and arrengements (such as NATO
~ the F-vth Atlantic Treaty Organization) were being devised. Thus,
the Marshall Plan was but one of the political innovations devised to
strengthen Western Europe vis a vis the Soviet Bloc. The popular notion
with respect to economic assistance was that Commupism as a political
philosophy could be contained (and even forced to recede) if the United
States helped the Eurcpean countries recover economically and thus
demonstrated the efficacy and superiority of the democratic, capitalistic
mode over that of the centrally-planned communist system. Politically,
the scope of the assistance was to be extended even beyond America’s
war-time allies, to both Germany and Italy., In fact, aid was originally
extended to sny country that would adhere tc a "joint progrem of European
Tecovery designed to sustain and strengthen principles of individual
liberty, free institutions, and genuine independence in Europe". 38Spain
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never joined, and as indicated earlier, the communist bloc~ nations

abstained after pressure from the Soviet Union. Economic assistance
was also extended to Greece and Turkey as a special situation, although
the latter was neither in Europe, nor a party tc the origimsl agreement.sg

From the economic standpoint, there was a need to restore Europe's

economy even beyond that which existed before the war ir order to attain

the same pre-war standard of living., Despite the losses of population

due to the war, Western Europe's population had nevertheless increased

by almost ten percent, while many of the sources of natiopsi income

which had formerly been available from foreign investments, shipping

and other external services, had been lost,. 40 This was a monumental

task. Coupled with the interral physical destruction of ipdustrial

plants and the disruption of business and marketing infrastructure,

the task of restoration was unprecedented. Furthermore, even before

the war, Western Euvrope was not an economically viable area, but was

« « « 8 grouping utterly unbalanced in its productive
structure, with too few materials and too little
food, and far too wmuch capacity for producing
industrial products for which there was no outlet

in the dollar world. The folitical difficulties
{were] certainly no smaller. 4

Thus the task facing the Economic Cooperation Administration (ECA) wes
ncet simply one of restoring end rebuilding, and providing sustenance
until the healing took place, but rather one of creating a2 new economic
order in Eurcpe. Unabashedly (if with some internal trepidation) the
United States undertook the challenge. 42 Consistent with the traditional
pattern of American optimism, four vears was still considered a realistic
time-frame to accomplish the program!
The three major elements of the program were outlined by the

Europeans as

1., Promote industrial and agricultural production

2. Further restore or maintain sound Eurcpean currencies,

budgets and finances, and
3. Facilitate and stimulate growth of international trade

{including trade among participating countries)

with an overali goal of attaining "an economy organized for the maximum

benefit of Europe as a whole". 44 Supplemental measures to be taken

were the 43
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- Maximum utilization of manpower

- Provision of technical assistance (i.e. U.S. "know-how")

~ Financial guarantees of convertibility of investments in

order to stimulate U.S. private investment in Europe

- Use of counterpart local currency funds, and liquidation

of European-held assets in the U.S., and

— Maximum use of private trade channels
The dimensions of the problem had been charted and a new organization
created to tackle it. The details of the program now had to be worked
out and implemented.

OPERATICN OF THE EUROPEAN RECOVERY PROGRAM

A week after Paul Hoffman was sworn in as Admimistrator of the
new Economic Cooperation Administration (ECA), the Committee for European
Economic Cooperaticn (CEEC) was disbanded and a new permenent body -

the Organization of Eurcpean Economic Cooperaticn (OEEC) was created
in Paris to develop end follow-through a combined program for economic
rehabilitation, with U.S. Assistance. Thus on both sides of the Atlantic
unprecedented governmental organizations were being established, which
gave rise -2 a number of administrative innovations. This section will
provide a brief overview of the principal features of some of these
organizations,

Organization for Recovery

On the U.S. side, personnel selection was a major dnitial
consideration. Contrary to standard bureaucratic practice, in order
", . . to ensure a 'businesslike' approach, selected posts were at the
outset filled with businessmen, preferably with previous governmental
experience . . . by deciding on qualified individuals and then inducing
them to serve . . . rather thar by relying on selections from among
many thousands of applicants.” 46 e procurement of aid supplies was
declegated to recipient goveraments, private firms and individual

initiative, obviating the need for a large, expensive procurement
organization in the U.S., This approach glso made maximum use of private
trade channels .47 ECA's role was thus to control the planming, approval

and financing of commedities, and to menitor their delivery.

The structure of the ECA developed in am gd hoc fashfmn."8 As

work was undertaken, and experience geined, the structure was reorganized
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to accommodate the functions required., Essentially, however, an ECA
office was established in Washington, with another major office in Paris.
The Paris office was headed by & Special Representative whose duties
were to serve as a counterpart organization to the OEEC, and to exercise
a supervisory role over the ECA Missions which were established by the
United States in each participsting country. 49 Averill Harriman, the
former Secretary of Commerce who had headed the earlier Farriman
Committee, was appointed as the Special Representative, with the rank
of Ambassador, while other ECA persomnel were appointed as Foreign
Service Reserve Officers (or Staff) for the duration of the program.
Administratively, the country Missions were serviced by the State
Department concomitant with the Embassy and Coasular Administrative
support function. To supplement the businessmen who had been brought
on board by Hoffman and his senior staff, several other government
agencies were tapped for specialized personnel, particularly in the
departments of Commerce, and Agriculture.

In Washington, a special relationship was established between the
Administration and Congress to review progress in the administration
and execution of the recovery program. This was formalized as a Joint
Committee on Foreign Economic Cooperation. A Public Advisory PBoard
was established by the President to consult with the Administrator of
ECA on general policy matters, while the ECA Administrator himself also
established an Advisory Committee on Fiscal and Monetary Problems to
meet with his staff, the Undersecretary of the Treasury, and the Chairman
of the Board of Governors of the Federal Reserve System.’0 Thus, the
key ECA management staff planned to interact regularly with selected
representatives of the public on key policy issues.

A major innovation was the delegation of responsibility by Hoffman
to the recipient countries themselves for planning the program.

I had a strong belief that no patterr imposed by
a group of planners in Washington could possibly
be effective. . . . Coming into this with a business
background, I thought that if we in the ECA adopted
a new role — as a kind of investment banker - that
would be the right approach. 1In order to get am
effective program, each country would need to bring
in its own plan, and the OEEC wculd have to brimg
in & plan for coordimation, with us mnot imposing
a proposition on either. I had 1learned £from
that if you want enthusiastic cooperation, you have

to get those concerned to_do the planning, or at
least to participate in it. >l
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Thus the U.S. role was to consuit with European officials; assist them
in developing an appropriate program; follow-up on progress, and keep
Washington informed.

Two other mzjor innovations were the creation of the Office of Labor
Advisors in ECA's Washington headgquerters; and the utilization of the U.S.
Information Agency, abroad. The OLA's function was ". . . to stimuiate
manpower utilization, to present the democratic viewpoint of American labor
to European trade union organizations, and to interpret the view of both
American and European labor on the recovery program“.52 The USIA was used
extensively as a means of publicizing the activities of the ERP, and to
promote local (i.e. within the recipient country) press, radio and film
coverage. 33

On the European side, things were even more complex, administratively.
A series of bilateral agreements were negotiated between the United States
and each participating country - ell roughly similar - outlining the basic
understandings and responsibilities of each party, but sensitive to local
political and economic needs. The establishment of a multi-pational
organization however, ~opened the door to many mnationalistic disputes.
It had been difficult enough preparing individual country plams as part
of an coverall package, the first time. Now, the U.S. informed the OEEC
that it was to tske responsibility for dividing the available aid between
the participating countries. >4 This meant a reevaluation of each of the
participant's requests and requirements. The United States recognized
that the United Xingdom was the key elemenyt in the progrem, end Britain
was ultimately to receive the lion's share of Americen aid.35 However,
not everyone saw it that way. Britain's greatest need was to close the
"dollar gap" and, as the center of the sterling area, its recovery was
of prime importance to the rest of Eurcpe. At the same time, Britsin did
not regard economic integration with Europe as in its (Britain’s) best
interests. Britain's insular position and easy access to the continernt
of Europe had been exploited in the distant past and fear existed that
eccnomic ties would lead to closer political controls. Even the extremists
in the British Labour (Sccialist) Party regarded the continental socialists
as "hopelessly doctrinaire”, and conceived of the French in particular
as "a relatively undisciplined nation in civir and social matters".57
Furthermore, British Empire ties conflicted with European notions of

integration on the economic fromt .58 Thus the British plan for recovery
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presented to the OFEC called for heavy investment at home to ih;:rease her
productive capacity for exports, with stringent regulation of imports im
an effort to balance the British account by 1953. At the prospect of the
British reducing their imports, there were howls of indignation from the
other European OFEC members. France, especially, was disconcerted, because
as a supplier of many luxury items (such as wines and cheeses) to the
British market, she was largely dependent upon 2 continuation of such
exports for her own reccvery. Britain's plan, as France saw it, was too
one-sided. While solving Britain's Balance of Payments situation, it would
create a shortage of sterling for France. 9 Other countries in Europe
faced similar difficulties, both with Britain and with each other. Thus,
the political and econcmic prospects for cooperation were not good.
Nevertheless, after much wrangling, it was accomplished, at U.S. imsistence.
Largely at British insistence, the OEEC was established as a continuous
international conference, rather than as a supranational body. 60 The
smaller nations of Europe were also accorded co-equal status in the
organization through a rule requiring unanimous comsent in reaching any
decisions. Thus, despite the objections of the larger powers, their wishes
were effectively limited by the vetc of the smaller states. For general
policy =and administrative decisions, the OEEC established a Council of
Representatives of all member countries, with an Executive Comrittee of
representatives from seven member countries, elected annually by the
Council. There was also a: Executive Secretariat, and various Technical
Committees established as permanent working groups.

The impact of the American decision to require Europe to plan and
manage its own future was far reaching. It eliminated the need for a large
U.S. administrative staff to manage and implement programs and projects
in each country, and removed the United States from the acrimony of
competing national claims for assistance. On the European side, despite
their differences, they had to learn to work together and cooperate. "No
cne could take the responsibility for jeopardizing the whole planr, even
if dissatisfied with any particular decision.” In time, this led to
en avareness of the potential that did exist for intra-European cooperatiom,
trade and self-help which might not have been realized through a series
of bilateral trade and aid arrangements with the U.S.

Obstacles to Recovery

The ECA and the OEEC encountered a number of difficulties in carrying
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out the recovery program. Some were forseeable but insuperable - a
difference between American and European perspectives - while others created
the climate for administrative creativity to successfully resolve them.
First, some differences in perspectives.

Americans customarily regarded foreign trade as a means of selling
surplus goods abroad and using the income generated from such sales to
import luxury items and/or "indigenous pative products™ {such as scotch,
English woolers, etc.). To Europeans, however, exporting was not an outlet
for surplus products to exchange for luxury items, but a2 wital link in
their trade balance. Exporting was essential in order to pay for goods
which had to be imported - either for essential domestic consumptiom, or
to be processed for reexportation. Thus in order to obtain dollars, it
was important for Europe to sell as many of their products as possible
to the United States.63 "Trade, not Aid" were popular slogans that the
Europeans recited to the Americans. If only American would buy all that
Europe was willing to sell them, the dollar problems of most European
countries would have been reduced significantly, despite their damaged
economies. However, in their own interests, American businessmen (with
the aid of Congress) took steps against the potential influx of European
imports, by demanding protective tariffs against goods which cculd undersell
American products in the U.S.. Furthermore, in an effort to promote the
export of American surplus commodities, all ECA-financed purchases of
agricultural products which were declared to be in surplus by the U.S.
Department of Agriculture had to be procured from the United States -
regardless of where Europe's former sources of supply had ’been.e4 Az2rican
flour millers were also given special protection in that 25Z of the total
flour and wheat obtained with ECA funds had to take the form of flour.65
Europe did pot wish to waste precious dollar assistance by purchasing such
items from the United States when they could be readily obtained elsewhere
{often at lower prices). Nevertheless, under the conditions of the recovery
program, they were forced to "eat American”.

Another major issue was the enti-communist bias of the U.S.. One
of the political strings attached to Marshall Aid was that PEuropean
countries were prohibited from exporting any commodities to the Soviet
Bloc which were produced from materials financed by American ecomomic aid.66
From the European perspective, this was a major obstacle te recovery since
many countries had had such relationships pre-war and wished to reestablish
them, while others saw Eastern Europe and the Soviet Union as a potential
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market to be cultivated. Again, such transactions, if permitted, would
generate capital without expending preciocus dollars. Thus the dichotomy
of Americen trade policy in trying to promote Free World European recovery
through expansion of trade as an answer to communism; while seeing the
Communist Bloc gain possession of items which could have military
gignificance, such as machinery and industrial tools.

Another adverse effect on Europe was the American trade policy of
"non-discrimination” imposed on Marshall Plen recipients. This policy
required that when any country restricted its dollar imports of a particular
commodity, it likewise had to reduce an equal amount of such commodities
from any other country under the program. This requirement was especially
burdensome on the Europeans. who were trying to reduce their spending of
dollars in order to put their balance of trade irto equilibrium, but it
even had an impact beyond the Plan recipients. For instance, when Canada
reduced its importation of chocolate and jewelry from the U.S., under the
terms of this ruling, she was forced to reduce her importation of chocolate
and jewelry from the United Kingdom to the same extent, even tnough Great
Britain had chocolate and jewelry to sell and Canpada had a surplus of
st:er].:‘u‘xg.67 The rule, of course, was designed to protect American exporters
but in doing so, it created many unintended effects.

A sericus area of contention was the transportation- industry; and
in particular, shipping and civil aviation.68 The United States and several
countries in Europe had an excess capacity of these services which they
desired to sell to each other; or in the case of the U.S., to charge off
against the dollar assistance grant program. The American merchant marine
had increessed during the war to over 5,500 ships, totalling 40.3 million
tons; almost double her pre-war tonnage. The British merchant marine had
formerly been an important part of Britain's national economy, earning
large amounts of foreign exchange in the pre-war era, which helped to pay
for the importation of foreign goods. Much of Britain's shipping had been
iost during the war, however. To restore this fleet to its former health
and strength would imevitably mean more competiftion and a smaller share
of world trade for American shipping.69 Other maritime European countries,
s . as Greece, Italy, France, Germany and the Scandinavian countries were
. . similar pesition. However, the 1948 Act required that at least 50
mercznt of the gross tonnage of ECA goods would have to be carried omn
American vessels, and this reguirement was assiduously wmonitored and
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enforced, despite the fact that European freight rates were considerably
lower than those of the U.S. merchant marine. Thus every ton of commercial
freight carried by an American ship was not only a subsidy from Europe's
recovery program to Americam shipping which reduced the amount of dollars
availsble for more necessary assistance, but it also hampered utilization
of the idle fleet capacity which some of those countries possessed or were
creating by their restoration and ship comstruction program. 70 This was
an expensive parei.- but since it was obviously in the best interests
of the U.S., as t»z jumor of the assistance, the policy prevailed.

A side-effect of shipping goods to Europe was the insurance coverage
for the merchandise in trausit.71 At first, the ECA was a self-insvrer,
accepting any losse= incurred instead of paying premivms to private firms.
European importers were not generally prepared to lose their commodities in
this manner, so they insured their cargoes with local (European) firms.
At first, this had a dual effect. It not omly conserved precious dollars,
but it stimulated the Furopean insurance business. When this occurred
however, American marine insurers objected strongly on the grounds that
the practice discriminated against American insurance intevests. Once
sgain, with Congressional support, this sentiment prevailed, and the Act
was amended to ensure that some of the insurance was placed with American
firms, albeit at higher rates, and with the expenditure of more precious
dollars.72 Thus many Europsans wondered out loud who was benefitting the
most from American aid to Europe; a sentiment which the communists were
quick to exploit, denouncing the practices as examples of the uvlterior
economic imperialistic wmotives of the United States.

Disagreement also existed between Europe ané the United States om
the question of coatrol of natural petroleum resocurces. & Imported
petroleum was of the utmost importance to Europe as their natural deposits
were insufficient for their needs. Thus, the various countries tried to
estabiish control of o0il reserves in other parts of the world whereever
they could -~ the Middle East, Malaya, latin America and the Dutch colonial
possessions (now Indonesie, and Aruba). In an effort to preserve a European
cutlet for American-produced petroleum outside of the U.S., the ECA
intervened in Europe’s seli-development azlomg these lines. The ECA sought
te restrict the procurement of o0il refinery construction equipment by
European nations on the basis that totsl world productive capacity outside

the U.S. would be greater than world comsumption needs if such acquisition
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and expansion were permitted to continue unrestricted, and hence a waste
of ECA development funds. At the same time, however, the U.S. companies
continued to extend their overseas holdings and exploration. FEuropean
problems intensified, and anger heightened when they eventually had to
purchase "dollar o0il" from American overseas sources, wherzas non-U.S.
0il from the same areas could be (and could have been) purchased with soft
currencies, had they had an equal opportunity to develop there. 74
On the export side, the U.S. presented a formidable barrier to Europe. 75
The Buy American Act of 1933, in general, prohibited Federal procurement
of foreign materials (or commodities manufactured from foreign materials)
uniess they were not available in the U.S., or if evailable, unless the
domestic prices were "unreasonable". {Unreasonable was generally interpreted
t. mean at least 25% higher than the competing foreign product, but was
also discretiomary, and the interpretation was mot consistently applied.)
Furthermore, all imports had to clearly show their country of origin.
Coods had to be packaged in containers of certain sizes, and conform to
the system of weights and measures used in the U.S., rather than Europe's
metric system, or Britain's Imperial measures. Thus items intended for
export had to be produced and handled separately from items for domestic
consumption, and the labelling requirement increased the costs of procuction
substantially since it was rot tradiiionally done in Europe at that time.
Furthermore, the unpredictability of classification of goods -by U.S. customs
officials, the potential for rejection (or refusal for importation) and
the imability to predetermine the ultimately assigned dutiable value often
rendered the final transaction unprofitable.

Intra-European relationships were not all smooth either. As noted
earlier, the British were probably the most recalcitrant to cooperate im
a United European Economic Plan, preferring to "go it alone™ and strengthen
their Empire ties. Nevertheless, there were several natural resource
distributions in Europe as well as historical factors which gave rise to
comparative advantage and specialization in some countries as opposed to
others, and the mutual benefits of intra-European trade were indicated.
Accomplishing this realignment however required much negotiation and
persistence, as well as a reluctant relinquishing of some traditional
activities in favor of the common good.

A major innovation to promote trade was a system of "drawing rights”

vhich was developed. 7 Formally known as the Intra-European Payments Scheme
this was sactuslly Europe's own little Marshall Plan, Under this system,
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an ennval balance of payments was estimated between each set of couatries.
The debtor of the pair was then given drawing rights on the creditor for the
difference. Through this program, Britain extended $290 million of credit
{(ir sterling) to other European countries, while herself receiving drawing
rights on Belgium for $30 million.78 Another area of cooperation was the
Schuman Plan to guarantee all member countries equal access to coal and
iron resources which were mostly located in Germany and France, and which
would (ameng other things) improve the efficiency of steel production
throughout Europe.

Inequitable distribution of manpower was elso a major problem in 1948.80
There were labor shortages in some countries, while at the same time there
were large pools of unemployment in others. Also many countries lacked
skilled workers, but had unskilled laborers in abundance. Through meny
cooperative efforts, several resettlement schemes were carried out as well
as numercus technical training programs. These entailed moving workmen,
and later families to other countries for indefinite employment, and often
ultimate residence.81 Given the former historical insularity, language
barriers, and intense nationalism of the involved countries, and despite
some social side-effects, this was a major achievement that would have
been unthinkable before the European Recovery Program.

A final area cf significance was the focus cn prc;dun::tiv:‘.l:y.s2 Compared
to the United States, European business management and industrial production
methods were archaic. In an effo-t to do something to improve the situation
a number of American technical experts visited various countries to conduct
studies, observe, and teach "Yankee knowhow". The impact went far beyond
this however. A number of Productivity Centers, and Productivity Teams
were established in various countries and representatives of key businesses
and industries were invited to visit counterpart activities in the United
States and neighboring countries. These first-hand experiences were more
than business tours and "junkets". They stimulated much thought end
emulation, and resulted in significant changes in ocutput per man-hour of
effort in selected imdustries, as well as providing a deeper understanding
of and eppreciation for differences and difficulties which existed in some
situations. U.S. Public Administrators also provided much beneficial advice
to various European government officials in such areas as fiscal policy,
personnel procedures, statistics, organizational theories, studies and
management snalysis - both in Europe, and by bringing groups of Europesn
civil servants to the U.S. for observation and study tours.
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Accomplishments of the Marshall Plan

Despite the numerous difficulties encountered during implementation,
the fundamental economic goasls of the European Recovery Program were
achieved in most countriesz in Europe before the expiry of the fourth year
of the program.sl' In so far as the Soviet Bloc did not engulf any more
of Europe during the period (despite several determined efforts tc do =0)
it could reasonably be asserted that the political objectives of the U.S.
with respect to Europe were eslso attained, However, political accomplish-
ments are much more difficult to determine than economic results since
they do not lend themselves readily to quantitative measurement and
comparative analysis. The economic health of Europe was restored beyond
that of pre-war conditions by the end of the Plan, and in some countries
even earljier, but it was a different Europe, with a different set of
relationships and a new vitality. Most important, the countries were freed
from further economic dependence on either the U.S. or the Soviet Bloc.,
ané were able to make their own future by themselves, in concert with their
neighbors. This in itself was a significant economic accomplishment.
The political accomplishments of the Plan are much harder to pimpoint since
NATO played a significant role in that realm.

An unforeseen circumstance which contributed tremendously to the
acceleration of European economic achievement rates was the Korean war.
The invasion of South Korea in mid-1950 stimulated am intensive stockpiling
of resgurces by the United States, and created a boom in raw materials
which were obtained from many of Europe's colonies, which ultimately
redounded to the benefit of the Eurcpe nations directly, particularliy
Great Britain. In fact, the British fimancial position so greatly improved
that the sterling area as a wvwhele had a surplus om current account with
the United States of over $300 million by the end of 1950. 85 Western
Europe also became a heavy net supplier of steel to the United States,
and the demand for shipping increased commensurately with the increase
86 The Marshall Plan of c¢surse had

provided the foundation which enabled Europe to respond in this manner,

in amwerican commodity procurements.

when the demand came. Thus, from either perspective, the Marshall Plan
and the United States were clearly instrumental in Europe's recovery.
At approximately $50 per beneficiary ($12.50 per year for four years,
considering only the Europeans as beneficiaries) it was truly a sound
investment, as Marshall had envisioned it would be.
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To put the situation in perspective however, Europe still iaad & long
“2; L0 g0 to catch up to the United States in productivity. At the end
~f 1951, for instance, in spite of all the gains made during the program,
wirrpe was still operating at less than one-third of the efficiency (dn
ce-as of man-hour output) of g U.S. t-mrker.s7 Furthermore, even thougﬁ
agricultural production had risen mearly 30 percent since the Marshall
Plan began, and was about ten percent above pre-war production levels,
this achievement still lagged behind population/consumption :i.l:iu:;r:eases.88
Thus, there was no room for complacency.

As a result of their involvement with the Plan, American businessmen
also got a new perspective on Foreign Aid. The National Association of
Manufacturers expressed it this way:

Sound economic progress not only makes other
countries better neighbors, it makes them better
customers and suppliers. As their productivity rises,
their ability to supply us with the goods and raw
materials which we need will be increased. 4s their
living standards are raised and the earning power
of the countries and their nationals is increased,
they will provide expanded markets for the goods we
want to sell, In this way, the entire world economy
and the economy of the United States will be
strengthened., 8¢

Politically, the purpose of Marshall Aid was to strengthen Europe
against Communism; not to purchase allies. Writing on "Foreign Aid in
the Framework of National Policy", George Kennan expressed the philosophy

of aid succinctly when he said

« « .When we give sid to others, it should be because
we have decided that the undertakings we are setting
out to support are worthy ones from the standpoint
of our national purposes. In the success of these
undertakings lies our reward; we should seek no other.
If we do not consider this reward sufficient, the
aid should not be exterded, or it should not be
considered as aid. 90

Nevertheless, the Marshall Plan demonstrated that the "American System"
was capable of providing the assistance for the self-development of
political systems other than their own, without coercion or overt force.
There were some political and economic strings attached as a part of the
"aid package" but these were primarily to protect American interests rather
than to destroy European freedoms, although there were mome overlapping
situations as noted earlier, where the result seemed to be a "zerc-sum"
game, where achievement of one denied the other. Although s United States
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of Europe did not emerge 2s some elements in the U.S. had hoped, the
groundwork was laid for much future cooperation, through curremcy linkage,
reciprocity in travel and border crossing requirements, customs duties
and excise taxes; which later led to the development of the European
Common Market. In short, while the European Recovery Program afforded
immediate economic assistance to Europe, both Europe and the United States
are still bemefitting economically and politically.

IMPACT ON PUBLIC ADMINISTRATION

The Marshall Plan was a springboard to change in several Public
Administrative practices. Some of these immovations, such as g¢ hoc
organizational growth, and recruitment of staff have already been mentiomed
and were relatively short-lived. Others, =such as the emphasis on
"businesslikz management™, efficiency and effectiveness, economic analysis
of secters, and long-range planning, "projectizing"”, decentralization,
and public advisory roles in government policy making, have had a longer,
if variegated life. The current administration, after initially viewing
all foreign assistance programs with askance, for instance, is now also
putting renewed emphasis upon private sector involvement, joint (U.S. end
recipient country) involvement in planning activities, and "comtracting
out" of operating functions in order to reduce the size of the official
bureaucracy. (During the Marshall Plan era, given the relatively small
staff that was feasible, private sector iavolvement, recipient country
responsibility and contracting out were adopted as the only way the program
could be undertaken effectively.) The innovation of hiring local nations
for program support and administrative functions, started under the ERP,
has also continued and blossomed to the point where many technical functions
are now also carried out by locals {(rather than Americans) on the U.S.
Mission staff.

A distinction shculd be made between the assistance required by the
Marshail Plan countries, and that required by the "Third and Fourth Worid"
countries today, however, lest faulty conclusions are drawn from false
assumptions. Europe was Dbasically technologically developed and
industrialized, with a high level of peclitical development. They needed
their debilitated industries revived; but their problem was principaily
one of a balance of payments and markets. On the other hand, the problems
of economic development in the lesser developed countries (LDCs) today
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are of a different kind. Their need iz pot to rehabilitate wrecked
industrial economies, but rather to create new eccnomic enterprises and
relationships between societies, where none formerly existed. The "shortage
of internal revenues and nondollar currencies . . . coupled with a shortage
of traimed and experienced technicians and administrators . . . and
equipment . . . needed to organize and extend essential services"9l can
be, and is being tackled today by the U.S. Agency for International
Development in many countries, with varying degrees of success - but largely
on a piecemeal besis. The Marshall Plan approach ~ of making the
participating mnations play the major lead in their own development, with
the United States providing the necessary financial, technical and mansgerial
underpinnings (vhere they are lacking on the local scene) - is still a
viable concept however. Indeed, in the 30 year interlude since the Marshall
Plan was so successfully terminated in Western Europe, a lack of consistency
in adherence to that concept has undoubtedly comtributed to telay‘s dilemma.
The recent call by Jeane Kirkpatrick, U.S. delegate to the United Nations,
to the Reagan Administration for a Marshall Plan approach to development
assistance for Central America and the Caribbean in order tc thwart Soviet-
backed subversion in the region, reflects the currency of the concept,
albeit with different programs - in family planning, agriculture, health,
education, reforestation, research and development of alternative energy
sources, appropriate t“echnology and transportation network development.

Apart from all the more apparent aspects of management, monitoring
and administration of a program of umprecedented dimensions and nature,
which the Marshall Plan represented, probebly the most significant Public
Administration impact was the birth of a whole new sub-field - that of
"Development Administration™ ~ from this experience. Technical assistance
was peeded to set up the ECA and to provide expertise to European
governments. In addition to the businessmen and productivity experts,
Public Administration notables such as Harland Cleveland, Donald Stone,
Edward Mason and Luther Gulick wwere called into the service of their
country for their Public Admimistration expertise. As they became exposed
to the concepts and practices of other countries, technicai assistance
in public administration became a two-way street. With expansion to the
lesser developed world, the conditions there alsc warranted different
approaches, and Public Administration practitioners were able to practice
their craft and test their theories, empirically. During the fifties and

92
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sixties, Development Administration pioneers, Comparative 1Government
researchers and Community Development practitioners all emerged as different
shades of "Public Administration"™. Public Administration was thus to b=z
established for awhile as a "Technical Sector” in its own right, &s an
important field in which to render assistance to developing countries.
Universities with renowned Public Administration faculties such as Syracuse,
University of Southerrn Califsenmia (USC), Pittsburgh, Harvard and Indiana,
were all enlisted in the task of spreading the Public Administration message
or more correctly, messeges, together with specialized organizations and
institutes such as the Public Administration Service (PAS). Regrettably,
the role of the P.A. "Professional™ {if I may use that term in its loosest
sense) hes declined in recent years. Possibly Public Administration's
success in self-identification, but inability to impact upon either host
country administrations, or to influence the implementation of other
technical sector assistance action programs, such as in agriculture, health,
and education, was the reascn. In any event, Public Administration was
disestablished &8s a distinct technical sector within the AID prograr in
the early seventies, its personnel metamorphosed as generalist managers
for intermal AID project administration, or departed the service, and the
functions which they performed for the host country either subsumed

by the sector techgical specialist, or neglected. Today, there is a
growing avareness that administration ard management are functions and
skills apart from the technical subizct matter being extended as assistance,
but by and large, the specialists still hold sway. A few tentative
experiments have been conducted and are being examined to determine what,
if anything, the general field of Public Administration (imcluding the
sub-fields} bave to offer to enhance the delivery of actior programs and
improve public well-being. Most of these prescriptions focts on pragmatic
management systems and techniques, and the demand that Development
Administration update and reassert itself - both for internal and external
sdainistrative program management.

The need for application of the principles of that era is still with
us, tc apply to the problems of today. Like Europe at the end of their
recovery program, we still have a long way to go in the developing world
and the adwinistration of our program, in order to catch up with what we
know, intellectually., There is a lot to be done., We have no cause for
complacency.

......
L I T LR I N )
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'E MARSHATL PLAN"

U CONQMIC ASSISTANCE

R THE

AN OVERY %

Apeil 3, 1943-June 30, 1952
(Milliens of Dellars)

COUNTXY Total Grants Loans
TOTAL OBLIGATIONS FOR MARSEALL PIAN
OUNTRIES $13.225.8  $11.320.7 $1.303.3
1. Austria 677.8 677.8 - a/
2-3. Belgium-Luxembourg 555.3 691.3 68.0~
4. Demmark 273.0 239.7 3.3
3. DPrarce 2,713.6 2,438.0 25.6
6. Germany, Federal Republic 1,390.6 1,173.7 216.9”
7. Graece 706.7 706.7 -
8. Iceland 29.3 26.0 5.3
9. Ireland 147.5 19.3 128.2
10. Italy (incl. Triaste) e/ 1,508.3 1,613.2 95.6
11. Batherlands (incl. East Indies) 1,083.5 916.8 166.7
12. Boruay 258.3 216.1 39.2
13. Portugal 51.2 15.1 35.1
14. Sweden 107.3 86.9 0.4
15. Turkey 225.1 140.1 85.0
16. United Kingdom 3,129.8 2,805.0 386.8
d/
Regiomal 607.0y 407.0° -

2/ Loan total {ncludes $65.0 millicn for Belgium and $3.0 millicn for Luxembourg;

grant detail between the two countries camnot be identified.

3/ Iacludes an original loan figure of $16.9 million, plus $200.0 millien

&/ Mershall
extended
Decanber 30, 19569.
€ollows:

Tapresenting & pro-vatad share of grants cocverted to lcans under an
sgTesment signed February 27, 1953.

Plan aid te the Netherlands Zast Indies (now Indoteaia) was
through the Netherlands pricr to transfer of sovereignty on
The £id totals for the Netherlands East Indics are ss
Total $101.4 million, Grants $84.2 million, leans $17.2 sillsom.

£/ Includes U.S. comtridution to the Eurcpear Fayments Uniom (2PU) capitsl fumd,
$361.4 nillicn; General Freight Account, $33.5 millicn; and Zuropesn Teckaical
Adsgistance Authorizations(multi-country or regicnal), $12.1 willdien.

FRESH COPY=m1983

S8taristics & Raports Divisiece

Agency for Internaticnel Development

Noveaber 17, 1978
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APPENDIX IV: 37

(Source: U.S. Agency for International
Developmenct "FACT BOOK™ - undated
looseleaf booklet maintained by AID's
Office of Public Affairs)

SIGNIFICANT DATES IN FOREIGN ASSISTANCE CHRONOLOGY

March 31, 1942 Institute of Inter-American Affairs formally established -
First technical assistance by the United States.

November 9, 1943 Agreement signed to furnish aid to war-ravaged countries
through United Nztions Relief and Rehabilitation Administr-
ation.

vecember 27, 1945 International Monetary Fund and Intermational Bank for
Reconstruction and Development (World Bzzk) formed.

May 15, 1947 Congress approves economic and military aid to Greece and

Turkey.

June 35, 1947 Secretary of State Marshall's speech voices U.S. interest
in rebuilding European economies.

April 2, 1048 Economic Cooperation Act (Marshall Plan) creates the
Economic Cooperation Administration to administer the
European Recovery Program.

January 20, 1949 President Truman's Point IV inauguration speech.

June 1, 1950 Act for International Development (Point IV) creates
authority for the Technical Cooperation Admimistration.

October 31, 1951 Mutual Security Act of 1951 unites military and economic
programs and technical assistance; establishes Mutual
Security Agency.

June 30, 1952 Termination of the Masshall Plan.

July 10, 1954 Pubiic Lew 480 asuthorizes sale and use of U.S. surplus
focds for economic development.

March 13, 1961 President Xennedy calls on people of the hemisphere to
join in an "Alliance for Progress”.

September 4, 1961 Act for International Development combines ICA, DLF, and
other U.S. assistance functioms,

November 4, 1961 Agency for International Development activated.

1973 The "Percy Amendment™ — "New Directions™ Congressional

Mandate.



1wy
Jane §

June 17

June 1%

Jone 22

June 27
July 2
July 8
July &

July ©
July 10

July 12

July 18

July 21

”»i§r
July 29

Avgust 28
Beptember 22

Chronology of the Europea Recovery. Brogram
1947 - 1948

Bacretary of Biste George 0. Marahall at Hervard Untroroily
outllues pian for economic recovery of Europe,

Tulkn open in Pacis betwoon Forclgn Minlsters Bevia of Britaln
and Bldault of France,

Brittsh 0d French Porelgn Ministers lsmne fovltation to
Forelgn Bocrelary Molotoy to joln them,

President Truman appointa three commitiees to etudy tha pro-
posad foreign assistance program: {1) the Erug Committee
to investigate natlonal resources 1o relation to the program;
{2) the Nourse Commities (Councll of Economic Advisern)
to study Ita impret on the American economy ; and (5) the
Warrlman Comwittee, conalstiog of 19 prominent business,
Anancial, agriculturdl, sud labor leaders, 1o study the Nmlis
within which the United Bilates can safely ext:nd ecouvmic
assistance Lo forelgn countrles,

Paris confarence of foreign ministers of Britaln, France, gnd
Nusals beging,

The Forelgn Mioisters Oonference ends with the withdrawal
of Nuasia,

Norelgn Miniaters Bevin and Bldauw't Invite 22 additions}
Eurgpy-. . .atlons to moet in Parls for turiler discussion of
the Marshati propossi,

T'en natlons accept the Invitation to mect July 12
Polsnd, Yugoniavla, Bulgaris, and Rumania decline Lo attend,

fAungaty, Albaule, and Fintand send refusal. Crechosiovakia
withdraws acceptance,

Qaonference of Buropean nations convenes in Paris to set up
permanent Committoe of Buropzan Heonomile Cooperation
{Cxro). In attendunce are reprosentatives of Auvstrin, Iiel-
glum, Denmark, France, Orcece, leetxnd, Ireland, Tiaiz,
Laxeiburg, 1he M-herlands, Norway, Poriugal, Beoden,
Bwitzerland, TurLey, und the United Klnglom,

Worktug commlitess are pet up 1o Perts to atady (2) food and,

agricuiture, {(b) fuel and power, {c) iron asd stecl, aud
{d) teamspori, and complete reporta for subminslon to the
United Biates.

Becrotary Marshall meeis with House Foreign Affalea Com.
mitiee In clnsed sesalon to explain his plan,

Houin of Regrestntatives sets up new nineteen-member com.
mitice, sponsored by Representative Christinn Hester,
study the Marshall Plar, Representative Eaton ls namd
chalrman,

The Herter Committes and it staff sall for Europe,

The Qenerzl Neport of the Committes of European Economte

g.-mperatlon, slimed by 10 natloos, fs presented to the Hnited
inten,

Octobier @

October 7

QOctober 10

October 23

Octohor 28
November T
November 10

December 17

1948
Janonry @

March 81
April 2
Aprll 8

Aprii @

Aprll 9

April 16

18
April 18

Aprll 22

May 10
Jane 28

Tha Cominforin, seprezenting the Communiat FParties of nine
nationg—--Runala, Yugoslavie, France, Jtaly, Poland, Dul-
garla, Crechonlovakis, Hungary, and Rumaoia—Fa organired
to combnt the Merahall Flan and “Uited Btates Im-
perialinm,”

The Erug Repart ln anhmitted to tha Presldent,
Conversatlons begla in Washington between European end
United States technicisus on the Cexo Report,

Tha Herter Commlittce seturns from Earope,

Priatdent Traman lesaed call for spacinl session of Congress on
November 17 to connliler forzign atd and sther problems,

The Nourse Report tn submitted to the President.
The ITarriman Itcport lw subimitted to the Preatdent,

The Senate Forelgn Reiatlons Comnilitee and flouse Foreign
Affalre Committes meet in Joint seaslon Ao begin hearloge
on the European [lecovery Prograny,

Congreas pannea the Forelgn Ald Act of 1647 (Pablle Law
840} suthiorizing a grant of $522,000,000 to France, Austria,
and Italy,

Congresn beglne the study of the European Racovery Program.
Congresa provides an additional §55,000,000 for forelyn ald.
Congreas pasoes the Forelgn Asslaiavce Act of 1948,

Fresldent Truinan signs the Forelgn Asslstancs Act of 1048
{Puoblic Law 472).

Teul Q. Hoffman s nominated by the President as Admin-
Intrator of the Economie Cooperation Adminiatration.

Paul Q. Hoffman v sworn in as Admislstrator of the Hco-
nomie Cooperntion Administeation,

The 8. B. JoAn H, Quick saile from Oalveston, Texan, bonnd
for France with the Arst cargo financed by the Economle
Cooperation Administration,

Austrin signs the Orat letser of tatent to negotlete o tllateral
sgreement, ‘

Representatives of itie 18 participating nnttons and of the ocva-
pying powers of Weatern Germany sign at Parls the multi-
Literal mgreement for econumic cooperatlon,

W. Averell Harrlmar in nom!nated Unlted Btistes Specisl
Represeciiutive for the Economie Coopernilon Adminiatra-
tlon in Eurcpe, with the rank of Ambassador,

The B, 8 JoAs H. Quick arrives at Bordeaux, France,

Congrese pansen the Forelgn Atd Approptiation Act of 1040,
Ttaly aignn the Ocat bilateral agrecment,

(1 # 230d9Y ¥DZ :92IMOS)  F XIaNZdaY
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List of Betic Documents on the Ewropean Recovery Program

Address of Bacretary of State Marshall at Harvaré University, June §, 1047, in
the Depariment of Biate Builetin, vol. XVI, no 415. Jupe 15, 1947,

Committee of Buropeas Ecobomic Oo-operation. Vol I General Report. Depart-
ment of State Publication 2080. Coropean Series 28 Paris, Eeplember 21,
1047,

Committee of European Deonomic Co-dperstion Vol T Techrics! Reports.
Tepartman: of State Publicetion 2052, Europeas Zzries 2. Octoder, 19417.

National Rescurces &nd Foreign Ald: Report of 7. 4. Krug, Sacreiary of the
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Phone: T03-978-1876 4517 Twizbrock Road
PAINFAX, Virginia 22032

- Mr. Snith bhas over seventesn ysars with AXID as a specialist in management sualysis, pro-
4ect management and mansgessnt information systems. In kis last assigoment with AID's Wash-
| dagton Training Center, be developed courses and saterials in all aspects of project msuage-
mant - from planning and design, through implemsntation and monitoring, to follow-up svaluation
| « for ATD's professional staff as well as foreign govermeat officials. Ne was the project

for AID's Project Implementation Course and ths Project Design & Evaluation Course.
In addition, he has taught a mumber of specialty courses {r managemast tectniques, and statise

B e4cs, and conducted comprehsnsive workshops for ssveral yesrs in AXD management practices and

proceduras to train nev AID foraign service officers - the International Developasnt Interns.
¥r, Smith slse provided short-term consultstion to sevaral overssas ADD missious duvring this
tiss ov.specific projects and sctivities, Be is the suther and editor of several key AID texts

such ss Desiye & Pvaluation of ATD-Assisted Profects, Jraining Guide for USATID Profect Opera-
rt Svstems, and Applied Survey Methods for Develormant Prejects, and a contributor

AD’s Bandbock 3 on Project Assistance,.

Prior to hic rasssignment to Washington {2 1979, Mr, Smith sarved overseas for many ysars
&s & Pudlic Administration Advisor (Management Systams Specisclist) and Gensral Developmsut
Officar in several dsian ATD méesions, and was an adviser and mansger fer several mmltie-million
dollar projects, particularly iz Agriculture, Esalth & Nutrition. Nis last ovarssas post was
4n Indonesis as Acting Chief of the AID Health & Nutrition Program. Otber mejor posts mere ia
the Philippines, and Korea, with several consultancies on Rural Develepmant Projects in Thai-
lard ard South Vietnam. Mr, Smith also served in Washington with AID's Asia Bureau snd the
Tecknical Assistance Buresu in support of AID's world-wide program, with shert-term consultan-
eiss to ovorsass missions in Africs, lLatin America snd ths Caribbean,

Befors joining AID, Mr. Smith entered the Civil Sarvice as & Nanagement Intern aad weorksd
with the ©.5. Departmant of Defense £or several years as a Management Aualyst/Systems Specislist
particulsrly {o veapons systems development and project masagement, For & time, ha was alsc a
8:88f sanbar of the U.5. Govermment's Intersgency PERT Orientation & Trsiuning Center, providisg
::oijoct mazsgeaant training and on-the-job assistance to U.5. Covermmsnt and coatractor persom-

QOthar Profassional Activities

7. Smith 4o activs as & Colonel in the U.5. Air Force Rasarve. Hs 43 alse a liafsom
offizzr with the U.5. Alr Force Acadexmy & APROTC prograas, counsslling high school students
£n ¥ortbsrn Virginia on scholarship opportunities offered by the Air Force, snd {aterviewisg,
zesting and eviluvating applicants.

#locstiop

Mr. Smith was educated in England and the United States. Hs attended Maidstooe and Barrow
Crazmar Schools, metriculsting frow London University., In the U.5., be attended the University
of Commacticut where be Tecaived 3.4, & H.A, degTees in Govermmant and International Relatiems,
He later attendad Massachusstts 3Snstitute of Technology as a Fellow in Systems Anclysis with
the Center for Advanced Buginsering Study, and received au M.5. Segrea. Mr, Smith is currently
anrclled {n a Doctoral progrea in Public Administration at George Mason University, Fairfax, Va.




