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Y 
This is a brief view of $he Marshall Plan - America's bold venture 

in economic redevelopment and r e s t r u c t u r i a g  of Europe after the havoc 

wreaked by World Mar I1 - From a Public Administration perspectives There 

are af course many standpoints  from which the  Marshall Plan can be Vr-d 

and studied: the economic, t h e  p o l i t i c a l ,  t h e  sociological ,  the foreign 

policy and international relations aspects, and the military, to  mention 

just the principal categories. Coasidering that there were s5xteen recipient 
countr ies  of Marshall Aid, araomelng to $13.3 b i l l i o n  during a brief four 
year period, there is a wealth of material to  draw upon, and fssues to 
research and analyze are prac t i ca l ly  l i m i t l e s s ,  Thus no attempt bas been 
made in this limited paper to  te l l  the entfre Marshall Plan s to ry ,  or eves 

t o  cover t h e  Public  Administratian area i n  any depth. This is merely a 
brief averview of the subject. 

The Marshall Plan - rare formally referred t o  as the  European Recovery 

Program - is significant to s tudents  of hblic Administration for several 

reasons, Firs t ,  the Plan vas unique in herican political history in both 

concept and magnitude, shattering traditional gosit ions of isolationism. 

Secondly, it was promulgated and promoted by the Trllnrsrfi Administration in a 

highly unorthodox manner, and was the subject of much p o l i t i c a l  mangl ing  

and public debate before receiving the approval of the Congress. h c e  

authorized,  t h e  Economic C~opera t ion  Administratf on CECA) - the organization 
crea ted  to administer t h e  Program - was s t a f f e d  and organized (in that 

order!) and the F'rogram implaoented in a manner unprecedented i n  government 

bureaucracy, anywhere. Numerous administrat ive innovations were spawned 

during the course of implementation i n  an effort t o  overcome the many 

obstacles which were encountered. Some of these innovations are still with 
us today, such as the emphasis on wbusfness-likew management, and the 

s t r e s s i n g  of efficiency and effectiveness criteria in program evaluation, 
the u t i l i z a t i o n  of economic analyses for planning and monitoring, contracting 

out, professional  spec ia l izat ion and the izrolveaoent of the prfvate sector 

t o  the maximum extent in carrying out public programs. The Program drew 
upon the services of some of the Public Adminfstration fleld's notables 
such as Harland Cleveland, Donald Stone, Edward Mason and Luther Gulick, 

to mention just a few who played key roles. Tbe HarshaS1 Plan was noteworthy 

also in that it was the first major eTtempt by the United States to  export 

its Public Administration know-how to others - Europe i n  thls dnstsnce - 
instead of merely borrowing from them. Finally, the American public, 

I 
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ah5nistrat5ve experiences in Implementing the Harshall Plan gave rise to 

the creatfoe of a whole new sub-field within the broad umbrella of P.b- 

- namely %velopment Administration" which is att-pting t o  m l g m t e  

a melange of economic, sociologic, and management theory and techa5.qd.  

in order to practice Public Administration i n  the international derelopent 
reah on a pragmatic, prescriptive basis. 

The resuf ts  of this latter fnnovatiorr have k e n  d x e d  to date. The 

environment is so complex and t he  vsrfables 8o amerous ve are still hrgely 

at the tinkering and developmental hypothesis stage, Nevertheless, a 
significant enough body of knowledge has been developed in this subset of 
Public Addnfstratioa t h a t  there is sufficient theory for apglicatic~rr a d  

opportunity for experimentation, fur those SQ inclfrred, The other major 

*act that tbe Marshall Plan had was the establishment of a a b d - s e t  t o  

continue ecoaomlc and social development ass is tance  t o  the lesser developed 

na t i ons  of the world, i n  the  amount of approximately four billlion dollars 

ht year. 

Assistance to Errrope was griplarily ecoi~pondc: so enable them to rebuild 

their 2ndustrles and reestabllgh trade channels, so that the corntries could 

function again. Although this was a monumental task, t h e  Program was highly 
successful, The United States also reaped tbe benef5ts of its 'investment' 

both goPitltcs31y and economically. Assistance to the Lesser Developed 

Countries - the ZSCns of the so-called ZMrd a d  Fourth World is much more 

difbicult, These countrfes do not have the  hdustrial base to W l d  upon, 

the mirkets to reestablish or strengthen, t h e  cwm~dt i t i e s  t o  export, or 
trained and experienced technicians and adm5nistrators, or e q u i p e n t ,  to 

o r  . Nor, in -y instances, do they have stable governments, Thus 

the task of k v e l o p e n t  Administration today is different ftcnu that of the 

Marshall Plan era, but it is no less a necessfty. The fu tu re  of the United 
S t a t e s  is inextricably intertvined with the fate of these countries. The 
United Staes, the EE(= [European Econanric Commmltyq and Japan are now 8eUing 

a t  least one-third of t h e i r  m~~ufacturcs t o  tbe a* dere~oping nati-.w ' 
"The processes of aid and bvestatemt v b t u a l l y  launched by the Ifasshall 
Plan, have indeed produced e d e ~ r -  of plobal (italics mine) interdepdmcew2 

and "the clearest lesson that emerges from the development of the Third Y d d  

nations is that openness to  foreign trade encourages effkiency,  adaptavility 
3 

and growth". Public Ad.ministratimrs job is to put St all together, and 

make it work, and this requires a professional approach; it is too mrtant 
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a task to be left to amateurs. 



THE ORIGINS OF THE MARSHALL PLlEN 

While World War I1 was drawing to  a close in 19M, the United States 

proposed a program of assistance to help its wartime allies reestablish 

themselves and their wrecked economies. Although financed largely by U.S. 

contributions, this was not solely an berican project. Frat 1944-1946 
the United Nations Relief and Rehabilitation Addnistration (WRRA) provided 

consumer goods - particularly foodstuffs , clothing and medical/health 

supplies - to selected European countries as a short-term transitional scheme 
until mnormalcyli should return. This differed from the Daves (1924) and 
Young (1929) Plans which attempted to stabilize the European econorafc 

situation after World War 1 through the form of credit to repay war debts 

and reparations, in that the UH'RM program was an outright grant. By 1946, 

however, it was evident that the mere injection of relief goods vas 

insufficient to induce recovery; economic conditions were still in a drastic 

state of affairs. Furthermore, political crises were mounting d t h  comslunist 

encroachment i n  China, as well as Eastern and Western Europe. In addition 
to the multi-lateral assistance program through UNRRA, the United States 

extended a bilateral loan of $600 millfon (with a further credit line of 

$3.75 billion) to Great Britain in August 1946, in a special effort to get  

that natfon and its extended h p i r e  out of the doldrums. Conceived as a 

five year financial crutch during which Britain could reestablish her trade 

relations, clase the ,"dollar gap"' and stabilize her internal economy, the 

loan was s colossal failure. The loan, and most of the credit line was 

drawn down in less than a year without any significant im ct on the econuny 3" 
of the sterling area or the rest of the Commonwealth, This was not just 

a simple debtor/creditor problern between GreaL Brftain and the United States. 

It was a harbinger of ~onomic catastrophe for the Free World. 

The United States was not immune from this catastrophe. It needed income 

from abroad in order to maintain its economy at home, uhile at the same 

t5me being able to export Its products. In order to purchase those American 

goods, however, other countries needed dollars uhlch they could only earn 

from the United States, Thus the balance of trade was a critical elemeat 

of concern to all nations. Western Europe had had a trade deficit with 

the United States before the war, but had been able to mintain a balance 
of payments through services (such as shipping), dollar earnings from the 

rest of the world, sales of products from their colonlal empires to the 

U S ,  and liquidatfan of assets. In the first quarter of 1947, the U,S, 

exported almost $1.5 bi l l i on  of goods to  Western Europe. They. I n  turn, 
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were o ~ l p  able to export about $150 million to the U.S. The deficit could 

only be fhanced by further dradng down remaining assets, borrdng from 

the U.S., or accepting relief. A solution bad to be found to  ggve Western 

Europe an opportunity t o  increase its productivity, develop sltmmtitre 
non-dollar sources of supply, and boost European dollar earnhgs by fncreaeed 

exports to the United States, 

The U.S. State Department's Polfcy PIann-g Staff hebglatened U.S. 
political concern for Europe's plight when they raised the specter of 

communist exgloltation of the sftuatfon. 

The present crisis results in large part from the 
disruptive effect of the war on the economic, p o P i t f  caX 
and social struetare of Europe amd from a profound 
exbuselon of the physical piant arnd of sp5rittlal vigor. . . . The c ~ s t s  are explofting the Europeam crisds 
and . . . further cammist successes would create 
serious danger t o  Anrexican set-ty, . . , However, . . . American effort In a i d  to Europe ghould be directed 
not t o  the combatting of canamism as such, but to the 
restoratjon of the econcrmic health and rlgor 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. Sennan. 3"be plan was then coordinated with other 

interested government departments, and approved by Fresident Truman as 

a new, positive, direction for American dfp2cmacy and fore&* policy, 

Truman planned to Paunch the plan himself i n  b y  1947, at a meeting of 
the Delta Council In Cleveland, Hssfss&ppi.  Urrforttm.ately, Tkumm was 

not able  to attene beawe of mother conflicting political obligation, 

and Acheson delfvered the  s p e e c h  Instead. Soae interest -3 aroused ba 

Europe by this speech, but nothing of consequence result& fromi it. In 
8 

the United States,  the occasion was hardly noted at all. In essence, 

rhe Plan was an assurance t o  Europe of herfeats all iapess ta  assist 

the entire continent, foi she mutual benefit of a l l  parties ,  provided that 

Europe could vork out the details of a comprehensbve program for joint 

recovery without the Unfted States  being responsbble for the initial stages 

of i t a  formulation. It vets felt by the Policy PPannlmg Staff and other 
U.S. officials that If the United States were to assume control and 

direction over the program, either omasked or by forcing fts good intentfans 

upon Europe, such an approach could too easily be bterpreted as Amergcan 

economic imperialism, whleh would play into the hands of the cmmmists. 

The Secretary of State, General George C. kshaU, was unwilling 
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to relinquish the idea, and l a i d  careful pf=s for a second grfesentatfora 

in public. Marshall d i d  not warit to appear to offer Europe aa American 

"bandout" which would be resented abroad and denounced at hame (espechl ly  

after the recent failure of the U.S,-British loan), HE n e d e d  the apt05 

to came fram Europe h the f 3 r ~  of a request; bux m e  that would meet 5otb 

the rcrqdresenss of econaonlc recovery, as well as being able to  withstand 

critical American public scrutiny. Thus the speech was planned t o  be 

presented very unobrrusf veXy , without any buildup or 2ndfcatiom %at 

somethfng musuzl was about t o  happen, To mslnrairr an inconseqa~nt5al 

atmospI~ere ia the U.S., President Truman felped an aZr 02 business as usual, 

and Marshal1 delivered the message in a acment Address at broard 

on 5 June 1947. To ensure that the message did not fall f l a t t h i s  is*, 

however? on 4 June - the day before the speech was to Be delivered - Atbeson 
inf~rmed three British news correspondents that krsha l l  was about to sake 
a speech of the utmost importance, and urged thea t o  contact their London 

offices. He further advised them to ascertain that the British Forefga 
Secretary, Ernest Bevia, recefvt a copy as soon as pssibXe after Pts 

release. This time, the  speech bod the desired effect. Forewarned, England 

was the f irst country to react, and she Xafd the groundwork for future 
developments, After some prelidnary negotiations, on 14 June 1947, the 

British Foreign Office announced that 

His Majesty's Government is spec ia l ly  dndful of the 
part which France can play in the s ~ n c d c  xeconstruction 
of Europe, and hss decided to take the fnitiettive Zn 
explorag with her . . the best cans of foljlow5ng 
up the b r s h l ~  offer. 16 

They extended inv i ta t fa~ l s  tb 22 European countries to attend a 

conference in Paris on 12 July. A t  t h i s  coxiference, a Come3t'~ee for 
European Economic Cooperation ( C m) w s  organized to formulate a comb-ed 
program for recovery of h e  sixteen nations who participated. (The 

conference was boycotted by the Soviet Bloc, although the offer had als9 
been extended t o  t h e m . )  The Codtree worked out the ground rules; 

provisionallp decided w h a t  external aid would be required, country by 

country, and by September 1947 had prepared a colnpreherzsive repre to 
present to washington?* The European Plan, in response to Marshal1's speech 
was a four year recovery program (3948-1952) which would Ibe directed towards 

the folfotdng four prloxities: 

1. Increased production, especially in agriculture, energy 

and heavy industry 
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2. E l m n a t i o n  of i n f l a t i o n  

3. Promotion of ecsnoniz cosperatlori among t h e  pa r t i c ipan t s  , 
and 

4. Solut ion of t h e  doPIar payments problem 

The CEEG representa t ives  delivered the plan to  the  U.S. Administratfan 

on 22 September. This set the stage f o r  some very interesting political 

maneuvering between t h e  Administration and Congress, f o r  desp i t e  the 

genera l ly  held assumption i n  Europe t h a t  the U.S., through Harshall, had 
made a d e f i n i t e  offer of ass is tance ,  Congress was stf 11 the keeper of the 

p u r s e s t r i n g s ,  and up t o  t h i s  point had not k n  involved. President Truman 

was thus placed i n  the posi t ion of having t o  convince Congress that the 

program vhich he had authorized his Secretary of State t o  propose, and 

which Great Britain and much of Europe had accepted and spent the summer 

laboring over s o  d i l i g e n t l y ,  was i n  fact worthwhile! Until the proposal 

bad been accepted by Congress, however, the Administration could only be 

sympathetic and supportfve towards Europe's request for ass%stance, but 

had to r e i n  noncommrital, substant ively and fdnanciallg.  

U.S. Public Opinion, & Administrative Practice 

American business i n t e r e s t s  had looked fohvaxd ~ 5 t h  great expectation 

to t h e  increased business tbe . t  they presumed would occur with the cessa t ion  

of h o s t i l i t i e s  a f t e r  World War I f ,  Instead, they uere.confronted with 

a n  economically deb i l i t a t ed  Europe which could not  afford to- b p o r t  American 

goods, her i can  b~sinessmen thus  reacted t o  t h e  prospect of provid5ng 

econo&c ass i s t ance  t o  Europe with mixed feel ings.  Some supported t h e  

concept s ince  they recognized t h a t  their prosperi ty was largely dependent 

upon the immediate world demand f o r  American products. Others balked a t  

the  longer range prospect of a restored Europe competing with the United 

States - its exstwhile benefactor. Thus, t h e  grea ter  the success of the 
proposed program, t h e  more d i f f i c u l t  the  f u t u r e  could be f o r  h e s i c a n  

industry and I t s  products! Similar concerns were expressed by the farm 
bloc, The fermers needed an o u t l e t  for U.S. surplus a g r i c u l t u r a l  products 

bet wanted protection against  foreign a g r i c u l t u r a l  produce, both immedbtely 

and in the future. 13 

While the business and farm bloc i n t e r e s t s  had largely informed views, 

both pro and con, on the issue, despi te  the fact that approximately 12 

million Americans served i n  the military i n  World War I1 (mny overseas) 

t h e  great mass of the American public had no real conception of Europe's 
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plight, or herica's concern w3th it. There was also s strang i s o l a t i o n i s t  

sentiment that now the war was over the country s!ould get back to the 

n o m l c y  that was heritan and herlcanSsm, and mot involve itself further 

i n  the problems of the world. The wgut" reaction therefore zendsd to be 
negative. Although nizarianfsm runs deep i n  the American psyche, the 

public was not enthusfastic a b u t  the prospect of a government program 

to give away their hard-earned tax dollars to foreigners. Some questioned 

why the United States should be involved with, and consider itself 

resgsrmsible for people w h  were 

. , . neither c%tizeas of the United States ,  
nor subscribed to American doctrines, 
nor paid taxes to the US. treasury 
nor were in any alliance with the U.S. 
nor were in any way h m d  to the U.S. by ties of race, 
religf on, culture or affection, 14 

In short, benevolence towards foreigners seemed incompatible d t h  the 

govemaental function of defending and psomot5ng tihe interests of its 

citizens. A Gallup po l l  conducted in November and December of 1947 
indicated tkat barely 36% of those lnterrlewed favored any American 

participation i n  a European rzcovery program, while the remaining 6-q were 

either uninformed (35%), unconcerned (18%), or opposed (11%) t o  such 

A few outspoken critics, as exemplified By the Patterson-McCordck 
press (Chicago) questioned the viability of a proposed aksistance, based 

on previous experiences. "!he most recent a i d  to Great Britaln, amounting 

t o  over four billion dollars i n  loans and extended credit, had failed to 

accomplish any dramatic results. Why then, they asked, should another 

a i d  program be any more than another '@Operation Rathole" for squandering 
16 

U.S. taxpayers dollars. When the d e t a i l s  of the CEE proposal and possible 

U.S. responses were aired, and it seemed evident that the U.S. was 

consf derf ng providing outright grants (rather than just d i n g  new loans), 

the  rationale for this was also challenged, and the opposition stiffened. 17 

Regardless of whether the program was to be grant or loan funded, a rreajor 

concern was that taxes would have to be increased in order t o  finance it. 

Ssraator Taft estimated, for instance, that the program muld require eight 
billion dtllars more in taxes for 1948 than vould 0 t h @ ~ s e  be the case. 18 

While the CEED was at work durjjlg the slmmrer of 1947, Pressdent Truman 

establ ished three separate groups hi the U.S. to study herica's needs, 

and resources for extending aid t o  ~ u r ~ e .  l9 ihe llourse C-ttee of the 

Council of Economic Advisers analyzed the impact of progod a d  on the 
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U.S. economy. 'Lhe Krug Committee was 8 camittee of specfalists frm 
varfous government agencies and deparments, headed by the Secretary of 

the Interior, to study the Upact: on U.S. resources, The third committee 

- the Harriman Committee - was composed of nfneteen civflian leaders fraa 
the world of finance , agricuf ture, business and industry (Sncluding 

organized labor), all appointed by the President t o  work under the 

chairmanship of the Secretary of Commerce, to study ''the limits uithin 
wblch the  U.S. might safely and wisely plan t o  extend econom%c assistance 

t o  foreign countries and . , the relation whlch should exist between 
such assistance and our domestic ecrmomy."20!hese camnittees established 
numerous sub-committees and specialized working groups in order t o  tackle 
their tasks effectively, but I t  m s  felt by the AbtnistraSia thathat three 

overa l l  camittees would be more effective for integrating the fhd5ngs 

than a wider proliferation of spcialfzsd interest groupings. 

As soon as the CEEC's report was received i n  October, representatives 
of almost every department of the government partfcipated In reviews s d  

discussions, under the leadership of the Department of State, and volamieous 

materials were prepared for congressional consideration. The AdministratSon 
favored support to Europe on both econcmic and p o l i t i c a l  grounds, and rnr~ght 

t o  persuade both the Congress and the general public via a multiplicity 

of arguments, Secretary Marshall discussed the program in buebess-l&e 

. . . We are al l  stockholders in the same company, the 
United States of America, . . . [We are making! a 
capital investment fn European recovery involving a 
s m  that though large, 5s we19 within 2 : ~  means, with 
a good prospece of realizing long term gains, 21 

Secretary k r h n  emphasized from his committee's standpoint the inter 

dependence of the U,S. and European economies by pointing out that a 

decline In <he buyfng pues of the 270 r$l l ion people of Western Et$rope 

would also have C' powerful -pact upon the prosperfty of the p o p l e  of 

the United states. 22 In a public address, Reside3t Truman expressed his 

support ~ Q T  providing assistance vhea he stated "this pragrmu Is much 
more a caxmercfal operatian. It represents a major segmept of our 

foreign pcalfeg"; 23 a s e n t h e n t  which was echoed by Harr- % report that 

the Wnlted States "015 tical interest in a stable  Europe overshadowed 

a l l  other intereets. 24 Anonother concept. which had much greater appeal 



7 

among Americans than Europeans, was expressed by the then US, Delegate 

to the United Nations, john Foster klles, ~ R g t  bplwentation of the 

faarshall Plan could lead to a United States 0s Europe. 25 
These represeneatlons by high level Ahinistration offfcisls did 

not autolpatically persuade the Congress or the Public Srr gemera1 that 
econdc assistance was the proper course of action to tsl:rs, hur& to 
the nharcd sellw, the herscan public tended to regard these presentations 

of facts , opinions and assumptions about Europe ' s s%tuatim lanrd America' s 

self-interest and need for involvement, as e r a  posturing and bureaucratic 
advertising for appropriations. 

Legislative Action and Reaction 
Although brshaPlts target  was Europe, he had t o  address h5mseBf . 

to the critical audience at hame. mere h d  beern same inEomf discuas$on 
with the Congress of the need for for US. assistmace tu Earope shortly 
after Marshall's conmencaneat address 3.n June 1947. Without w a f t b g  for 
the d ~ t r a t i o n ' s  analysis of the situatlton, or of Europe's f o d  

request for assistance, the Congress decided to undertake 55 am study 

aud fnvestigation of the need for such assistance. A Select tte 

of nineteen House members was formed, which became horn as the '%ertesr 
Cmdtteew, The Camittee travel led abroad dnrhg  the smmer aE 1947 

to gather first hand impressions of the situation, and to study the 

assistance proposal i n  some depth. *'hter. tbe ~ o u a e  ttee on Foreign 

Mfairs and the Senate Cormittee on Foreign Relations beard extensive 

testimony on proposals for extending assistances to Europe and the Ifkelp 
27 impact it would have upoar the Un5ted States. The prospect for acldevug 

bipartisan cooperation on any major policy was highly unlikely, however, 

slnce both the Democrats and the Republicans were sharpening their wits 

at each other's expense lor the coming elections. The Republicans were 

pazt icdar ly  hesitant to support any new Democratically-*spired policy 

h5tiatlves which could redound to the benefit of the incumbent Democrat 
Presidential incumbent. Furthermore, as the majority party in Congress, 

t&e Republicans had the votes to bloc such initiatives, should they choose 

t o  60 89. 

There were extensive discussions, debates, arguments and e~mter-  

argaments abut the Ikshall proposal through the Fall of 1947, and on 

jiato the duter. A special citizen's "Committee for the Marskil l  Plan" 

was organized by several -prodnent people, and regfsterd as a JLobbgfst 

group, which then started barmbardhg the media u3th pronotional literetare 
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to influence the public, nationwide. ZB~everal, more objective graqs  were 
called upon, also, to analyze the situation - The National Planning 
Association, the Cantmittee for Econonaic hvefopment, and the Brookkags 

Instgtutfon .29 

!he canlgressional hearings were lengthy and the documentation from 

them sass v o l ~ n o u s .  Harry B.. Price, who witnessed and reeorded the first 

arsthorltatfve history of the Marstiall Plan, wrote that the published 
hearings %fore the Se~glte committee fill three volumes totaling 1,466 

pages; those before the House cornittee, two thicker tomes of 2,269 pages. w 

And over three hundred *itsesses were heard. 30 
In February 1948, a coup d'etat occurred 3n ~ Z ~ & Q S ~ O V ~ ~ ~  follow&og 

several months of communist agitation and ac t iv i ty .  This event ahrated 

many of the W.S, congressmen, who saw the pattern of Kremlin-inspired 
casmnuaist expms%on of  its orbit while the U.S. debated whether it should 

ass%st Western Europe, Republican resfstance to the Democratic-inspfred 

proposal thus weakened, and the  debate wound d m  t o  a bhpartbsan 

conclusion. On March 1st. Senator Arthur Vandenberg (R, Mch) , Chafman 

of the Senate Fsrelgn Relations Committee presented the bill to the Senate. 

As a notable Isolatfoaist, Vandenbergws position on the bill was crucial 

to the Administration% success, Secretary Marshall had worked very 

fntently to obtaia Vandenberg's support and leadership i n  the Senate. 
I worked closely with h3.m on the Besolutlon which 
he presented t o  fhggress. In fact, the dfrst draft 
was prepared i n  the State Department at  my request. 

Senator Vandenberg took this draft and improved 
it enomoushy on h i s  own typewriter. He made it 
a prsctfcal proposition, and, but for h i s  leadership 
and coordination in the Senate, the pPam wuld  not 
have succeeded. 31 

Senator Vandenberg himself referred to the bill as f ina l  product 

of eight months of more intensive study by more devoted d ~ d s  than I 
have ever hown to concentrate upon any one objective fn a l l  my 20 years 

in ~ m ~ r e s s . ~ 3 2  H i s  s~pport for tth measure noved the tone of &c debate 

from "whether or not" to provide ass%stance, to "hown. A new, and 

wbusinesslfken organization ""to accomplish an emergency operatzon w l t h  

amximum efficiency" was favored by the Corgress , particularly the 
Republicans, The Administration eventually won out hawewer w i t h  an 

agreement for a separate, new agacy, but arth significant emphasis on 

private sector involvement. The Congress approved the Foreign Asststance 
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Act of 1948 or, April Znd, an4 it was signed in to  law by President Tr- 
the follow5ng day, The final vote was as follows: 
Table 1 U.S. Congressional V o t i n ~  Record on 33 

The 1948 Foreign Assistance Act 

Total For -- Total For Aaairrst -- 

I TOTAL 11 86 69 17 1 403 329 74 1) 398 

The framework for a European Recovery Program had now been created. 

But one more hurdle still had t o  be surmounted; - obtainring sgproprfations 

to  fund the program. Although with political acceptance, the Ilkelihood 

of financial support was assured to some degree, the exact mount was 

still subject to speculation and delete .  Secretary Harshall had aroused 

the ire of Congress back in January 1948 when he asked for $6.8 bdlliorr 

as the first f i f t e e n  months costs for the proera, vith what they 

interpreted as a "put up or shut up" attitude:. 

An inadequate program uorld 5nvalve a wastage 
of our resources with an inef fectfve resul t .  E5ther 
undertake to meet the requirements of the p r ~ b k m  
or don't undertake it at a l l ,  3% 

The Administration had estimated that approximately $17 b i l l i o n  

would be required i n  total to fund a four year program of recovery. 

While Democrats blanched at the magnitude cf 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 bence- 

mending, President Truman consulted with Senator Vandenberg to seek 

his advice on the se l ec t ion  of an Administrator for the new organization 

- The Economic Cooperation Administration (ECA) - which h d  k e n  

authorized t o  a p l e n t  the European Recovery Program (EM'). Vandenberg 

suggested Hr. Paul Hoffman, the Resident of the Szudebaker Corporathm, 

who had also been a member of the Harriman Committee, and although Truman 
had favored appointing Dean Acheson, (Rfs former Assistant Secretary 

35 
of State) he accepted Vandenberg ' s s r e c ~ d ~ t i o ~ ,  Although Hofftnan 

was a RepuUfcata, he vas not politically active, and was highly respected 

for the solid work he had put I n  on the h r b m  Camittee. 



Hoffman was sworn into office on April 9tA, h t  apart from some 

interim advance spendlng money [Congress authorized $1 bbllian, plus 

$21 a l l i o n  in transfers from other a id  funds: he had no budget to 

undertake +he grogram.36 Another two and a half months onere to pass 

with extended hearings before the appropriations cmttees completed 

their deliberatfans. Even with a Rspublicaa~ businessman at the helm 
of ECA, however, the Regublicaduminated Congress was still undPPing 

to provide money for the program for more than 8 year at a time. (hl 

28 June 1948, Congress autharized $5.3 lbillfon for fiscal year 1949, 
which commenced I July 1948. By thfs time, Hoffman's ECA had already 

shipped $21 million dollars worth of energency relief su?pPies (food, 

fuel and seeds) to several  countries, and authorized procurement of 
goods and services in the amount sf almost three-quarters of a b i l l i o n  

dollars for longer term seeds. 37 

O ~ I V E S  OF THE EUROPEAN RECOVERY PROGRAM 

The twin t h ~ r e s  that ran through al l  the discussions fn Congress 

and the U.S. media concerning the prosram -were political and economic 

- k c r a c y  versus Communism on the p3litfcal  front, and economic know- 

how to avigorate groc~ction and trade In Europe. These were both areas 
which the United States considered f tself rmiquel y t p a l i f i = d  t o  tackle. 

The communist threat was vlewed as a very real and -Anent danger 

to %he securlty of the United States, and concomitant ~ 5 t h  econa~~Zc 
a id ,  considerable military assistance and arrangements (such as NATO 
- the F - ~ t h  Atlantic Treaty Organ5zation) were be5ng devised, Thus, 

the Marshall Plan was but one of the political innovations devised to 

strengthen Western Europe --- v i s  a vfs the Soviet  Bloc. The popular notion 
with respect to economic assistance was that Communism as a political 

philosophy could be contained (and even forced to recede! if the United 
States helped the  European countries recover economically and thus 

demonstrated the efficacy and superiority of the democratic, capitalistic 

lerade over that of the centrally-planned colrcmunfst system, Politically, 

#e scope of the assistance was to be extended even beyond America's 

war-the allies, to both Germany and Italy.  Irm fact, a i d  was orfginaPlg 

extended t o  any country that would adhere tc a "joht program of European 

recovery uesigned t o  sustain and strengthen principles of hdiv idual  

Ubgrtp, free jlnstitutions, and genuine independence 3x1 ~uroge". %Spain 
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never joined, and as indicated earlier, the coanmmist bloc ~ a t i m s  
abstained after pressure from the Soviet Unios. Economic assistance 
uas also extended *co Greece and Turkey as a special situatiorn, although 

the latter was neither i n  Europe, nor a party t o  the orAgina1 8 g ~ ~ ~ t .  39 

Fro~r she e c o n d c  standpoint, there was a need to restore l!Zurope's 
economy even beyond that which existed before the war i r r  order to attgin 

the same pre-war standard of l iving,  Despite the losses of population 
due to the  war, Western Europe's population had nevertheless bcreased 
by almost ten percent, w h i l e  a y  of the sources of national incanre 

which had formerly been available front foreign investments, shippug 

and other external serv5ces, h d  been lost, 00 This uas a wrm~eclrsl 

task. Coupled with the internal physical destruction of industrial 
plants and the disruption of business and marketing infrastructure, 
the task of restoration was unprecedented. Furthemtore, even before 
the war, Western Europe was not an economically viable area, but was 

. . . a grouping utterly unbalanced in 3';s productive 
structure, vltb too few meerials ant too little 
food, and far too much capacfty for producbg 
industrial products for which there was no outlet 
i n  the dollar world, 

me 440 
Pitical d i f f i c u l t i e s  

[were] certahly no smdler. 
Thus the task facing the Econodc Cooperation Administration (a) was 

ncC simply one of restoring and rebuilding, and providirig sustemmce 
unti l  the h a l i n g  took place, But rather one of creatinrg a new economic 
order i n  Europe, Unabashedly ( if  with some internal trepidation) the 

United States undertook the challenge. 42 Consistent vith the a a d i r i o d  
pattern of American optimism, four years was still considered a realistic 

time-frame to accomplish the progrm! 

The three major elements of the program were outlined by the 

Europeans as 43 

1. Promote industrial and agricultural production 

2. Further restore or maintain sound European currencies, 

budgets and finances, and 

3. Facilitate and sthmlate growth of iinternatioa91 trade 

(including trade among participatag countries) 

w with an overall goal of attaining an economy organized for the maximmi 

-fit of Europe as a wholef'. 44 Supplemental measures to ~e taken 

were the 45 



12 

- Maximum utilization of ampower 

- Provision of technical assistance (Bee. U.S. wknow-h~w) 

- Financial guarantees of convertibility of investments bn 

order to stimulate U.S. private investment b Europe 

- Use of counterpart local currency funds, and liquidation 

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

- Max5mm use of private trade channels 

The d%mensioas of the problem had been charted end a new organization 
created to tackle it. The details of the program now had to be worked 
aut and hplemented. 

A - e e k  after P a d  Hoffman was sworn in as Admimistrator of the 

new Economic Cooperation Administration CECA), the C o P t t e e  for European 

E c o n d c  Cooperation (CEEC) was dbbmded and a new permanent body - 
the Organization of European Economic Cooperation ( O m )  was created 

I n  Paris to develop end follow-t~roug8;1 a comb5ned program for econcxnic 

rehabilitation, wlth 3J.S. Assistance, 'Thus on both sldes of the Atlantic 
unprecedented governmental organizations were belng established, wHch 

gave rise r3 a number of administrative innovations. Thfs section ~ 3 9 1  
provide a brief overview of the principal features of some of these 

organizations, 

Or-panization for Recovery - 
On the U.S. s ide ,  personnel selection was a major 5nit ia l  

cabnsfderation. Contrary to  standard bureaucratic practice, %n order 
I1 . . . to ensure a 'businesslike' approach, selected posts were at the 
oarset filled with buslntssmen, preferably with prevzous governmental 

experience , . . by deciding on qvalifled h d f v i d u a l s  and then 5nduc-g 

them to serve . , . rather than by relying on sePecrions from among 

m y  rhousands of applicants. me procurement of aid supplies was 

delegated t o  recipient goverments , private f ism and indivf dual 
h f t i a t i v e ,  obviating the need for a large, expensive prcxurement 

orgdza t ion  3n she U.S. Tfais approach also made maximum use of private 

trade &ame153?' Ed's role was thus to control the planning, approval 

and financing of coinnwdities, and to  monitor their delivery. 

The structure of the EC4 developed in an -- ad hoe fashion. 48 As 

work was m d t e r ~ h ,  and experience gained, the structure was reorganized 



to accommodate the functions required. b s e n t i e l l y  , however, " an =A 

office was established in Washington, w i t h  another -for off5ce in Paris. 
The Paris office was headed by a SpecAal Representative whose dutses 

were t o  erve as a counterpart organization to  the O S ,  and to exercise 

a supervisory role over the ECA Missions vhich were establfshed by the 
~nitod ststas i n  each participating country. 49 ~verill b r i m a n ,  tho 

former Secretary of Comerce who had headed the earlier Earriman 
Committee, vas appointed as the Special Representative, with the rank 
sf Ambassador, xhile other ECA personnel were appointed as Foreign 

Service Reserve Officers (or Staff) for the duration of the program. 
Administratively, the country Missions =re serviced by the State 

&par+aent concomitant with the Embassy arrd Consular Aclmiaistrat2ve 

support function, To supplement the businessmen who had been brought 

on bard by Bof fman and h i s  senior staff , several other government 
agencies were tapped for specialized persomael, particularly i n  the 

departments of Camerce, and Agriculture. 

fa Washington, a special rehtionshfp was established between the 
Administration and Congress to review progress in the admh5stration 

and execution of the recovery program. This was formalized as a Joint 

Connnittee on Foreign Economic Cooperation. A Public Advisory b a r d  

was established by the President to consult d t h  the Adatfnistrator of 
ECA on general pol icy  a t ters ,  whlle the ECA Administrator himself also 
established an Advisory b e t t e e  on Fiscal and Monetary Problem to 

m e e t  with hls staff,  the Undersecretary of the Treasury, and the Chairman 

of the  b a r d  of Governors of the Federal Reserve ~~steca.m Thus, the 

key EGA management staff planned to  interact  regularly w i t h  selected 

representatives  of the public on key policy issues. 

A major innovation was the dezegation of responsibility by Hoffman 

to the recipient countries themselves for planning the program. 

I had a strong belief that no gattern hposed  by 
a group of p4amers in Washington could possibly 
B e  effective. . . . Coming into this with a business 
background, I thought that if we i.la the ECA adopted 
a new role - as a kind of investment banker - t h e  
would be the right approach. In order to get an 
effectfve progrm, each country would need t o  bring 
An its o m  plan, and the OEEC would have to bring 
in a plan for coordination, ~ 5 t h  us not hgmsinag 
a proposition on either. I had learned from 
that f f you want enthusiastic cooperation, you have 
to get those concerned to do the plaaning, or at 
least to partic2pate in it. 51 



Thus the U-S, role uas t o  consult ~ 5 t h  European officfals; assbt them 
in developing an appropriate program; follow-up on progress, and keep 

Washington lafolpled. 

'Ita other major innovations were the creation of the Office of Labor 
Advisors in =A's Washington headquarters; and the utjtlizarion of the U.S. 
Zafowatlon Agency, abroad. The OWL'S function was . . t o  sffwlhte 

manpower utilization, zo present the demcratic viewpoint of American labor 

to European trade ualon organfzatfons, and to Aaterpret the v i e w  of Both 

American and European labor on the recovery programQt. 52 me USU was used 

extensTvely as a Paeans of publicizing the activities of the ERP, and to 

promote local (i.e. uithin the recipient country) press, radlo and film 
coverage. 53 

Oa the European side, things were even more complex, administratively. 
A series of bilateral agreements were negotiated between the United States 

and each participating country - all roughly similar - out1 ioing the basic 
understandings and responsibilities of each p r t y ,  but sensdtfve to local 
political and econamic needs. The establfshment of a multi-national 

organfzation however, opened the door to many nat ional is t ic  disputes. 

It had been d i f f i cu l t  enough preparing individual country plans as part 

of an overall package, the ffrss time- Now, the U.S, informed the OEEC 

that i t  was to take respansibflity for divlding the available aid between 
the participating countries. 54 This meant a reevaluation of each of the 
partkipant 's requests and requirements. The United States recognized 

that the United Kingdom was the key elemenyt in the program, aad Britain 

was ultimately to receive the lion's share of American aid.55 Houever, 

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 Europe. A t  the same time, Brftain did 

not regard economic integration with Europe as in its (Briteinqs) best 
interests. 

56 
Brltaints insular position and easy access t o  the contlnert 

of Europe had been exploited In the distant past and fear existed that 

economic ties vauld lead to closer pol5tical controls, Even the extremists 
An the B r i t i s h  Labour (Social ist)  Party regarded the continental s o c i a l i s t s  

as "hopelessly doctrinairew, and conceived of tbe French An part5cuIar 

as "a relatively undisclpl5ned nation In e ivfc  and social matters", 57 

Furthemre, British hpire ties conflicted with European notions of 
58 integration on the economic front. Thus the Britfsh plan for recovery 



presented to the OEEe called fox heavy investment at h e  to &crease her 

productive capscity for exports, with s t r ingen t  regulation of imports 5n 

an effort t o  balance t h e  B r i t i sh  account by 1953. A t  the prospect of the 

British reducing their imports, there were howls of indignation from the 

other European OEEC members. France, especial ly,  was df scorrcer ted, because 

as a supp l ie r  of Enany luxury items (such as wines and cheeses) t o  the 

British market, she was largely dependent upon a continuation of such 

exports for her own recovery. Britain's plan, as France saw it, was too 

one-sided. While solving Bri ta in ' s  Balance of Payments sitvation, it would 

create a shortage of s t e r l i n g  fo r  France. 59 Other countries in Europe 

faced similar d i f f k u l t i e s ,  both with Br i t a in  a d  ~ 5 t h  each other. Thus, 

the political and economic prospects for cooperation vere not  good. 

Nevertheless, after much wrangling, it was acco~lplisbed, at U.S. insis tence,  

hrge ly  at B r i t i s h  insistence, the O m  was established as a continuous 

i n t e rna t i ona l  conference, r a the r  than as a supranational body. 60 The 
smaller nations of Europe were also accorded coequal status in the 

organizat ion through a r u l e  requiring tumn5mous consent i n  reaching any 

decisions, Thus, despite the objections of the la rger  powers, their wishes 

were effectively limited by the veto of the ~ l l l e r  states. For general 

policy and administrat tve decisions, the OEEC established a Council of 

Regresenzaefves of all member countr ies ,  u3th an Executiwe Committee of 

representatives from seven member sortntrie!~, elected annually by the 

Council. There was also a Executive Secre tar ia t ,  and various Technical 

Committees establ ished as permanent vork-g groups, 61 

The impact of t h e  American decision t o  require  Europe t o  p l a ~  and 

manage its own future was far reaching. It elim5nated the need for a l a rge  

U.S. administrat ive s taff  t o  manage and hplement programs and projects 

fn each country, and removed t h e  United States from the acrirpony of 

competing national claims for assistance. On the European side, despi te  

the i r  differences,  they had t o  l ea rn  to work together and cooperate. "No 

~ n @  could take the  respons ib i l i ty  f o r  jeopardizing the  whole plan, even 

i f  diseatisfied with any par t i cu la r  decision. I 9  62 In t i m e ,  this l ed  to  

~LEL awareness 06 the potential that d id  exist for btra-Europe9a cooperation, 

trade and self-help which might not have been realized through a series 

of b i l a t e r a l  trade and a i d  arrangements with the U.S. 

Obstacles t o  Recovery 

The =A and the OEEC encountered a number of difficultfes In carrying 
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out the recovery program. Serme vere forseeable but insupekable - a 
difference between American and European perspectives - while others  created 

t h e  climate f o r  administrat ive creativity t o  successfully regolve them. 

First, same dif ferences  i n  perspectives. 

American8 customarily regarded foreign t r ade  as a means of selling 

surplus goods abroad and using t h e  income gemrated from such -lee tn 

import luxury items and/or "indigenous native products" (such as scotch, 

English woolens, etc.) . To Europeans, hauever, exporting was not an outlet 

for su rp lus  products to  exchange for luxury items, but a v l t a l  l ink in 

t h e i r  t r a d e  balance. Exporting was essential in order t o  pay for goods 

which had to  be imported - e i t h e r  f o r  essential domestic co~srmtption, or 

t o  be processed f o r  reexportation. Thus i n  order t o  obtain dollars, it 

was important for Europe t o  sell as many of their products as possible 

to the United statesP3 "Rade, not A i C  were popular slogans that the  

Europeans recited to the Americans. If only herfcan would buy a l l  tha t  

Europe was will ing t o  sell them, t h e  dollar problems of most European 

countf ies would have been reduced signif Scantly, despf te their damaged 

economies. However, i n  their o m  Snterests, American businessmen (with 

t h e  a i d  of Congress) took steps agalast the potential influx of European 
imports, by demanding protec t ive  tariffs against goods which could undersell 

American products in the U.S. . Furthermore, in an effort t o  promote t h e  

export of American surplus commodities, al l  Eli-financed purchases of 

agsfcea3tural products which were declared to  be i n  surplus by the U.S. 

Department of Agriculture had to be procured from the United States - 
64 regardless  of where Europe's former sources of supply had been, Azrican 

f l o u r  millers were a l s o  given special protect ion i n  t h a t  25% of the t o t a l  

f l ou r  and wheat obtained ~ 5 t h  ECA funds had to take t h e  form of flour.65 

Europe did not wish t o  teste precious dol lar  assfstance by purchasing such 

items from the  United States when they could be readily obtained elsewhere 

(of t e n  a t  lower prices).  Nevertheless, under the conditions of the recovery 

program, they were forced t o  "eat American". 

Another major issue was t h e  anti-cammist bias  of the  U.S.. One 

of the political strings attached to Marshall Aid was that European 

countries were prohibited from exporting any c o m o d i t ~ e s  to the  Soviet 

Bloc wUch e r e  produced from r~aterials financed by American e c o n d c  aid.66 
From the European perspectfve, this was a major obsteele to recovery since 

many countries had hsd such relationships pre-war and wished t o  reestablish 

thee, whfle others saw Eastern Europe and the Soviet h i o n  as a gotenth1 
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market to be cultivated. Again, such transactions, i f  perdtted, would 

generate capktztl witbout expending precfous dollars. 'fhw the dichotomy 

of American t rade  policy i n  t ry ing  to promote Free World European recovery 

thraugh expansion of trade as an answer to coramunism; w h i l e  seeing 

Coimmist Bloc gain possession of Stems which could have military 

signiffcarmce, such as machinery and industr ia l  tools. 
Another adverse effect on Europe was t h e  &z~can trade policy of 

" n o n - d i s c r ~ n a t i o n "  itaposed on Marshall Plan recf pients. Thfs policy 

required that when m y  country res t r ic ted  its dollar hports of a particular 
d i t y ,  it l ikewise had t o  reduce an equal auouat of such colaaaodities 

frm any other country under the program. This requirement was espechl ly  

burdensome on the ~uro~-s. who r r e  trying t o  reduce their spending of 
d o l l a r s  i n  order to put t h e i r  balance of trade into equilibrium, but it 

even had an impact beyond the  Plan recgplents. For fnstance, when Canada 

reduced its Amportation of chocolate and Jewelry froat the U.S., mder the 

terms of this ruling, she vas forced to  reduce her importation of cbcolate 
and jewelry from the United Kingdom to the same extent,  even though Great 

Britain bad chocolate and jewelry to  sel3 and Canada had a s~rpzus of 
67 

s t e r l i ng .  The rule, of course, was designed t o  protect American erporters 

but in doing so, it created many unintended effects. 

A serious area of content ion m s  the t s a n s p r t a t i o a - h d u s t r y ;  and 
68 

i n  particular, shipping and clvil aviation. Tbe United States and several 

countr ies  i n  Europe had an excess capacity of these services d 5 c h  they 
desired to sell to each other or in the case of the U.S., t o  charge off 

against the dollar asslstauce grant program, The American merchmr marine 
had increased during the war to over 5,500 ships, t o t a l l i ng  10.3 d l l i o n  

tons; almost double her pre-war tonnage. The Brftish merchant marhe !had 

formerly been an -portant part of Britain's natlonal economy, earning 

large mounts of foreign exchange fn the pre-war era, vhich helped to  pay 

far the importation of foreign goods. Huch of Britain's shippgng bad been 

lost during the war, however, To restore this fleet to its former health 

and strength wo*fid inevitably mean more cape t i e ion  and a smaller share 
of mrPd trade for American shippfag.69 Other maritlme European countries, 

B . BS Greece, Italy, France, Germany sad the Scandinavian couatrles were 

- aiafLar ps5t ion.  However, the 1948 Act required that at least !50 

wrcmt of the gross tonnage of ECA goods would have t o  be carried an 

Aaer&caa vessels, and W s  requirement was assiduously aonftored and 
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enforced, despite the fact that European freight rates w e r e  considerably 

lower than those of the U.S. merchant martne. Thus every ton of commercial 

frefght carried by an American ship was not only a subsidy front Europe's 

recovery program to American shipping which reduced the aaaousrt of dollars 

available for more necessary assistance, but it also hampered utilization 

of the idle fleet capacf t y  which some of those countries possessed or were 
creating by their restoration and ship construction program. 

70 
This was 

an expensive para? but since it was obviously i n  the best interests  

of the U.S., as t.%g LWor of the assistance, the policy prevailed. 
A side-effecr of shipping goods to Europe was the insurance coverage 

for the merehaadise in transi t .  71 A t  first, the ECA was a self-insa~er, 
accepting any losses*, incurred instead of paging premiums to private firms. 

European importers were not generally prepared to lose their comodities in 

t h i s  mnnner, so they insured their cargoes wt,th local (European) firms, 
A t  first, this had a dual effect. Xt not only conserved precious dollars, 

but it  stimdlated the European insurance business, When t h i s  occurred 
however, American marine insurers objected strongly on the grounds that 

the practice discriminated against American insurance Ute~ests. Once 

again, v i t h  Congressional support , this sent b e n t  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 uf more precious 

dollars?2 Thus many Europeans wondered out loud who a s  benefitting the 

most from American a i d  t o  Europe; a senthent which the corm?lunists were 

quick to exploit, denouncing the practlces ss examples o f  the ulterior 

economic imperial ist ic  motives of the United States. 
Disagreement also existed between Europe arrd the United States on 

the question of control of natural petroleum resources, 
a3 

Imported 

petroleum was of the utmost bportance to Europe as their natural deposits 
were insufficient for their needs. Thus, the various countries tried to 
establish eontrol of a i l  reserves i n  other parts of the world whereever 

~ e y  could - the Middle East, Malaya, l a t i n  America and the Dutch colonial 

possessions (now Ivdonesia, and Asuba) . In an ef f art to preserve a European 

out2et for American-produced petrolem outside of the U,S,, the ECA 

5ntermed 2n Europe's self-development along these l ines .  The ECA sought 

to  restrict the procuremexit of 051 refinery constrrscki~a equipment by 

European nations on the basis that total world productive capacity outside 

the U.S. would be greater than wrLd cmsmptfon needs i f  sueh acquisition 
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and expansion were permitted t o  continue unrestricted, and hence a waste 

of ECA development funds. A t  the  same time, hweveo, the U,S. companies 

cont5nued to extend their  overseas holdings and exploration. E m o p  

problems intensified, and anger heightened vhen they eventually had to 

purchase "dollar 051" from American overseas sources, whersss nm-21.S. 
o i l  frum t h e  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 barrger t o  Europe. 75 

The Buy American Act of 1933, i n  general, prohibited Federal procureme~t 

of foreign materials (or commodities manufactured froa foreign leaterbals) 

unless they were not  available in t he  U.S, , or i f  available, urnless the 
d-stic prices were "mreasonablew . (Unreasonable vas generally in terpre ted  

T.2 mean at least 25X Ugher than the comq~ttng foreign product, but uas 

also discret ionary,  and the in te rp re ta t ton  was net consis tent ly  applfed.) 

Furthermore, a l l  imports had t o  c l ea r l y  sbw their country of origin. 
Goods had to be packaged in contafners of certain sizes, and condom to 

t h e  system of weights and measures used in the U.S., rather than Europe's 

metric system, or Britain's Imperial measures. Thus items -tended for 

export had t o  be produced snd handled separately from items f o r  domestic 

consumption, and the labell ing requirement increased the costs of proruetion 

subs t an t i a l l y  s ince  ft was cot t r ad i t i ona l l y  done i n  Europe at that t-. 

Furthermore, the unpredictabi l i ty of c l a s s i f i c a t t oa  of goods b y  U.S. customs 

officials, the poten t i a l  for rejection (or refusal for  hpo r t a t fon )  and 

the i n a b i l i t y  t o  predetemfne the ultimately assigned dut iable  value often 

rendered the final transaction unprofitable. 
76 

htra-European relationships were not all smooth either, As noted 

earlier, t h e  British were probably the -st r eca l c i t r an t  to cooperate in 
a Unlted European Economic Plan, preferr-g to  "go it alone" and strengthen 

t h e i r  bpire  ties, Nevertheless, there vere seweral natural resource 

d i s t r i bu t i ons  i n  Europe as well as h i s to r i c a l  f a c to r s  which gave rise to 

comparative advantage and specialization i n  some countries as opposed to 

others, and the mutual benefits of intra-European t r ade  were ind9eated. 

Accomplishing t h i s  realignment however required much negotiatfon and 

pers is tence ,  as w e l l  as a reluctant relinquishing of some traditional 

activities in favor of the  COPIPK)~ good. 

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

which uas developed. 77 Formally known as the Intra-European Payments Schae 

this was acturallg Europe's own l i t t l e  Harshall Plan. Under this system, 
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an annual balance of payments was estimated between each set of comtries. 
The debtor of the  pair was then gfven drawing rights on the creditor for the 

difference. Through this program, Britain extended $290 million of credit 

(In stenling) to sther European countries, while herself receiving drawing 
rfghts on Belgium for $30 million. 78 Another area of cooperation was the 

Ekh- Flail t o  guarantee a11 member countries equal access to coal sard 

iron resources which were mostly located 5n Germany and Frmce, and which 
would (anong other thgngs) improve the ef f f cient y of steel production 
throaghout Europe. 79 

Inequitable distribution of .anpower was also a major problem i. 1948.~ 
There were labor shortages in sane countries, whfle at the same time there 

were large pools of unemployment in others. Also many countries lacked 

skilled workers, but bad unskilled laborers fn abundance. Through many 

cooperative efforts, several resettlement schemes were carried out as -311 

as numerous technical training programs, These entailed moving workmen, 

and later families to other countries for bdeflabte employment, and often 

ultimate residence. Given the fo-r h5storical insularity. laneeage 

barriers, and intense nationalism of the involved countries, and despite 

some socfal sf de-effects, this was a major achievement that vould have 

been unthinkable before the European Recovery Program. 

A final area cf s2gnificance was the focus on productivity?2 Compared 

t o  the United States, Buropean business management and hdustrfal  production 
methods were archaic. In an effo-t to do somethbg to Improve the situation 

a number of hezfcan technical experts visited various countries to  conduct 

studies, observe, and teach "Yankee howhouWe 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 
m d  industrses were invfted t o  v i s i t  counterpart activities h the IFnbted 

States and neighboring countries. These first-hand experfences were more 

than business tours and "junkets", They stimulated much thought and 
emulation, and resulted In significant changes in output per man-hour of 

effort i n  selected industries, as well as providing a deeper mderstandlng 

of and appreciation for differences and df  fficulties which existed in some 

situations, US. Public AWnistrators also provided much beneficlax advice 

to vm5eus Europeasl gave-lent officials 3na such areas as fiscal policy, 

perssmel procedures, statistics, organizatfonarl theories, studies and 

mmagemeat am9gsis - b t h  I n  Europe, md by bringing groups of European 

civil servants to the U S .  for observation and study tours. 83 
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Accmlishments of the Marshall Plan 

Despite the numerous d i f f i c u l t i e s  encountered during fmplementatiaa, 

the fundamental economic goals of the European Recovery frogram were 

achieved i n  most countries in Europe before the expiry of the fourth year 

of tbe program. 84 1% so far as the Soviet Bloc did nor engulf any more 

of Europe during the period (despl te  several determined efforts to do so) 
P t  could reasonably be asserted that the political objectives of the U.S. 
with respect t o  Europe were also attained, However, politicel accomplish- 

ments are much more d i f f i c u l t  to determine than economic resu l t s  since 
they do not lend themselves readily to quantitative measurement and 

comparative amlysfs. The economic health of Europe was restored beyond 

that of pre-war conditions by the end of the Plan, and &t some countries 
even earlier, but it was e dif ferent  Europe, with a different set of 
relationships and a new v l ta l f ty .  Most -portant, the couatrke~ were freed 
from further economic dependence on either the U.S. or the Saviet Bloc,, 

and were able t o  make their own future by themselves, in concert with their 
neighbors. ThSs in itself was a significant economic a c c ~ p l i s h e n t .  

The political accomplishments of the Plan are much harder t o  pinpoint since 

NATO played a significant role in that realm. 
An unforeseen cfrctlmstance which contributed tremendously to the 

acceleration of European economic achievemene rates was the Korean war. 
The invasion of South Korea i n  mid-1950 stimulated an intensive stockp3lSng 
of resGurces by the United States, and created a boom in raw materials 

vhich were obtained from many of Europe's colonies, which ultimately 

redounded t o  the benefit of the Europe nations d irec t ly ,  particularly 

Great Britain. In fact ,  the British financial position so greatly improved 

that the sterl ing area as a whole had a sur~lus on 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 ~ 5 t h  the increase 

i n  nmerican commodity procurearents. ihe ~larshall plan of c mrse bad 

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

when the d-d came, Thus, from either perspective, the Marshall Plan 

and the United States were clearly instrumental In Europe's recovery. 

A t  approximately $50 per beneficiary ($12.50 per year for four years, 

considering only tJhe Europeans as beneficiaries) it was truly a sound 

investment, as Marshall had envisioned it would be. 



Yo gut the situation in perspective however, Europe still had a l a g  

,..ac LO go to catch up t o  the United States i n  productfsrity. A t  the end 

.-f 1951, for instance, i n  spire of a l l  she gains made during the program, 

-:.?::pe was still operating at less than one-third of the efficie~cg (a 
G."--" as of man-hour output) of e U.S. worker. 87 Furthermore, even though 

agricultural productlon had risen nearly 30 percent since the Marsball 
Plan began, and was about ten percent above pre-uar production levels, 

this achievement still lagged behind population/consumptAon 5ncr-ses. 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 Forefgn Aid. The National Assocsatfon of 

Manufacturers expressed it th i s  way: 

Sound economic progress not only makes other 
countries better neighbors, it d e s  them better 
customers and suppliers. As their prodanctfvity rfses, 
their a b l l i t y  to supply us  d t h  the goods and raw 
materials which we need d l 1  be increased, As their 
living standards are raised and the earning power 
of the countries and t h e i r  nationals is increased, 
they will provide expanded markets for the goods ue 
want to sell. In this way, the entire world econmy 
and the economy of the United States w i l l  be  
strengthened. 89 

Politically, thp purpose of Marshall Aid was to strengthen Eirrope 

against Communism; not to purchase a l l i e s .  Writing on "Foreign Aid in 

the Framework of National Policy", George Keman expressed the philosophy 

of aid succinctly vhen he sa id  

, . .When we give a i d  to others, it should be because 
we have decided that the undertakings we are setting 
out to support are wortry ones from the standpoint 
of our natfoaal purposes. In t!%e success sf these 
undertakings lies our reward; we should seek no other. 
If we do not consfder this reward suff ic ient ,  the 
a i d  should not be extended, or it should not be 
considered 9s aid. 90 

Hevertheless , the Harshall Plan demonstrated that the "American Systemn 

was capable of providing the assistance for the self-development of 

p o l i t i c a l  systems atber than their own, witbout coercion or overt force. 
There were some poli t ical  and econoaic striags attached as a part of the 

"aid packagen but these w e r e  primarily to protect hr ican aterests rather 
than to destroy European freedams, although there were some overlapglng 

sftuations as noted earlier, where the result seemed to be a "zero-sumw 
game, where acuevement of one denied the other. Although a United States 
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of Europe did not emerge as some elements in the U,S, had hoped, the 

groundwork was laid for much future cooperation, through currency linkage, 

reciprocity fn travel  and border crossing requfrements, customs duties 

and excise taxes; which later led to the development of the Europe& 

Camon Market. In short, while the European Recovery Program afforded 
Wedfate economic assistance to Europe, both Europe and the Unf ted States 

are still benefitt ing economically and politically. 

IMPACT ON PUBLIC ~ N L ~ ~ G T O N  

The Marshall Plan was a springboard to change Pn several Public 

Administrative practices. Some of these innovat%ons, such as & & 
organizational growth, and recruitment of staff have already been mentioned 

and were relatively short-lived. Others, such as the emphasis on 
"businesslike managementn, efficiency and ef f ectiweness, economic analysrs 

n of sectcrs, and long-range planning, pro ject iz ingw , decentralization, 
and public advisory roles i n  government policy making, have had a longer, 
i f  variegated l i fe ,  The current adminlstration, after initially viewing 

all foreign assistance programs with askance, for Instance, is now also 

putting renewed emphasis upon private  sector Uvolvemnt ,  joint (U.S. and 
recipient country) involvement i n  planning activities, and "contracting 
out" of operating functions in order to reduce the size of the  official 

bureaucracy, (During the Marshall Plan era, glven the re la t ive ly  small 
staff that was feasfble, private sector involvement, recipient country 

r e s p o n s i b i l i t y  and contracting out were adopted as the only way the program 

could be undertaken e f f e c t i v e l y . )  Tfie Innovation of Urfng local nations 

for program support and administrative functions,  started under the EW, 
has also continued and blossomed to the point where m y  technical functfans 

are now also carried out by locals (rather than Americans) on the U.8. 
mssion staff , 

A dis t inct ion shonld be made between the ass i s tance  required by the 

Marshall Plan countries, and that required by the '@Third aad Fourth &rldn 

countries taday, however, lest faulty canclusfens are dram from false 
assumptions. Europe was basically tecRntologicalPy developed and 

5ndustrialized, with a hfgh level  of po l i t i ca l  developeat.  They needed 

their deb2 l i t a t e d  f ndustries rew-ived; but 'ief r problem was principally 

one of a balance of payments and markets. On the other hand, the prob1ems 

ob economic development in the lesser developed countries (LXs) today 



are of a different kind, Their need 5s npt to rehabil i tate wrecked 
fadustrial economies, but rather to create new econdc enterprises and 
relat5onsbigs between societ ies ,  where none formerly exf sted . The "shortage . 

of internat revenues and noadollar currencies . . . coupled vfth a shor-ge 
of trained and experienced technicfans and admimistrators . . . lsnd 

equipment . . . needed to organize and extend essential servicesw91 can 

be, and is behg tackled today by the U.S. Agency for Intermatianal 

D e v e l ~ p e a t  3n many countries, v i t h  varying degrees of success - but largely 

on a plec-a1 R ~ s I s .  !Bte Marshall Plan approach - of dcfr;g the 

particfpating nations play the major lead in their arn development, with 
the Wted States providing zhe necessary financial, tecllnnfcal and mausger-1 

mderphdrigs (where they are lackiag on the 1-1 seene) - is still a 

viable concept however. h d e e d ,  h 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 uradoubtedlg contrkbuted to t c%ys  dUema. 

The recent call by Jeane Kirkpatrltck, U.S. delegate t o  the Uarfted Watfons, 

to the Reagan AdminIstrstiosl $or a HarshalB Plan approach to develogr~ent 

assistance for Central America and the Caribbean i n  order to thwart Soviet- 
backed subversiorr in the region, reflects the currency of the concept, 92 

a l b e f t  with different programs - in f m l y  plmnlng, agrscdture, health, 

education, reforestatfon, research and developent of alternative energy 
sources, appropriate techology ami transportation network dore~opmemt. 

Apar t  fram a l l  the more apparent aspects of -g-nr, monitoring 

and administration of a program of unprecedented ahemions and mature, 
which the Pbrshall Plan represented, probably the most significant Bublic 

Admidstration upact  was the birth of a dole new sub-field - that of 
'@Pkvelo]pmeat Administration" - from this experience. Technical assistance 

was needed to set up the ECA gad t o  provide expertise to European 

governments, In addition to  the bualnessmea and productivity experts, 

Public Administration notables such as IIarPand CfevePamdB Donald Stone, 
Edward &&son and Luther Gulick mere called into the servfce of the& 

country for their Publrc Administration expertise. As they exposed 

to the concepts and practices of other countries, teckicei  assrstance 

In pibl~c trdm&15slxatfsn became a -way street. With @xpsfon to the 

l e a s e  developed world, the conditions there also warranted different 
apgrmcbes, and Bublfc AdminPstratfon practitioners were able to practice 

t h e f ~  craft and test their theories, empirically. h r h g  the fifties and 
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sixties, Development Administration pioneers, Comparative Government 

researchers and Community Dereloment practitioners a n  emerged as dlff  @rat 
shades of n h b l i c  Administration". Public Adnrinltstration was thus to B2 
established for awhile as a "Technical Sectorw in its om rfght, as an 

important ffeld in which to reader assistance to developing countries. 

Universities vi th  renowned Public Administratfen bacultfes such as Syracuse, 

University of Southern Call f ornla (US), Pittsburgh, Barvard and Indiana, 

were all enlisted in the task of sprmdiag the Public Ahinistratiarn message 
or more correctly, messages, together with specialfzed organizations and 

2nstitures such as the Public ArgPxinistration ServSce (PAS). Regrettebly, 

the role of the P.A. "Brofessfonafs"Cff I may use that term 3n fts loosest 

sense) has declined f n recent years. Possibly Public Adntdnistration's 

success i n  se l f - ident i f icat ion,  but inability to h p c t  upon either host 

camtry administrations, or to Influence the bplementation of other 

tecfrnfcal sector assfstance action programs, such as in agriculture, health, 

and education, was the reawn, In any event, Public Administration was 

disestablfsbed as a distinct technical sector within MD progrm i n  
the early seventies, its personnel metamorphosed as generalist managers 

for internal AID project administration, or departed the service, and the 

functloas which they performed for the host country either subsumed 

by the sector technical specialfst, or neglected, Today, there is a 

gmw5mg awareness that administration a d  management are functions and 
skills apart from the technical sub9c t  matter being extended as assistance, 
But by andl large, the speclallsts still hold sway, A dew tentative 
experhents have been conducted and are b e h g  examined to determine what ,  

if anythhg, the general field of Public Administration (includSng the 

sub-Zlelds] have to offer to enhance the delivery of actioz programs and 

hprove public well-being. Most of these prescriptions foccs on pragmatic 

managanent systems and techniques, and the demand that DeveSopeat 

Admini.srratioa update and reassert itself - both for internal and external 

aWmistrat5ve program management. 

The meed for application of the principles  of that era is still w i t h  

us, ta apply to the prob:ems of today. Like Europe at the end of their 
recovery program, we still have a 1 ~ n g  way to  go i n  the developing vorld 
and the acbainistrati-~a of our program, in order to catch up With what w e  

how, intellectually, There I s  a lot t o  be done, Me have no cause for 

eamglacency . 
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~ ~ D I X  IY: 37 
(Soarce: U.S. Agency 209 I n t e m t i o d  
Developenr  FA^ BOOKw - undated 
looseleaf baoklet mintabed by Am's 
Office of Public Affairs) 

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

November 9,  1943 Agreement signed to burnish a i d  t o  war-ravaged countries 
through United Nations Relief and Rehabilf tatton Admiaristr- 
ation, 

kcember 27, 1945 International Monetary Fund and International Bank for 
Wsc~nstruction and Development (World %-A] formed, 

May 15, 1947 hgress  approves econdc  and d l i t a r y  a id  to Greece and 
Turkey, 

I June 5 ,  1947 Secretary of State HarshaPl k speech voofces U.S. interest 
In rebuilding Emopeen econordes. 

April 2, 1948 Economic Cooperatloan Act (Marshall Plan) creates the 
konodc  hperaefon Xdwrlnistoration to administer the 
European Recovery Program. 

\ 3- *Oy 1949 
President Trmanqs Point Ill inauguration spech, 

June 1, 1950 A c t  for Interaatlonal kvelopent  (Poht TV) creates 
authority for the Technical Cooperatiom Administration. 
: ,, 

October 31, 1951 &tw1 Security Act of 1951 mites mZLltary and economic 
programs and technical assistance; establishes Mutual. 
Security Agency, 

J m e  30, 1952 T'emdnatfoa of the ksdm11 Plan, 

July 10, 1954 Public Law 480 authorizes sale and use of U.S. surplus 
foods for economic development, 

March 13, 1961 Presiden~ Kennedy calls on people of the bedsphere to 
join in au "Alliance for Progressn. 

September 4, 1961 Act for International Development coabines ICA, DW, and 
other U.S. assistance F~nctfons. 

November 4, 1%1 Agency for International Development activated. 

3973 me verey h a t h e n t "  - %ew P)irectionon Congressional 
Mandate. 
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