By Cora E. Shepleryx

Foreign Aid by the U. S. Government
In Calendar Year 1950

AID provided foreign countries by the United States
Government in calendar year 1950 declined with the marked
improvement in economic conditions in Europe and other
areas, reviewed in the preceding article on the United States
balance of payments. The United States Government
program of postwar aid, extended primarily for the purpose
of assisting foreign areas, particularly Western Europe, to
recover from the economic and political instability brought
about by World War 1I, had by the year-end achieved sub-
stantial results through supplementing the broad and
effective economic recovery programs of aided countries.
The emphasis in Europe—as in the United States—has been
shifted by 1950 events from the now notably advanced
economic recovery to security against aggression, and this
shift has resulted in important changes in the aid programs.

Thus, foreign aid in 1950 was notable both for the
transition in the planning of the scope and form of assistance,
and for the drop in the gross amounts furnished from $6.0
billion in 1949 to $4.5 billion last year (see table 1). During
the latter part of 1950 the Mutual Defense Assistance
Program (MDAP) became increasingly important as a
means of supplying essential defense materials and equip-
ment to the N);)ll'lt%l Atlantic Treaty nations and certain
other areas, and for the development of increased supplies
of, and new sources of, strategic raw materials.

Net foreign aid closely followed gross aid, the difference
being largely returns in the form of 5-percent counterpart
funds under Economic Cooperation Administration (ECA)
programs and principal repayments on loans and other
credits. Net foreign aid for 1950 was thus $4 billion, almost
three-tenths less than the 1949 amount, with indications
of an increasing trend in the second half (see chart 1). Net
foreign aid to areas participating in the European Recovery
Program experienced most of the annual decline; aid to
other areas remained comparatively stable (see chart 2).

Aid improves foreign positions

By the end of the year, Western European industrial
output was in most countries considerably above the volume
prevailing at the outbreak of World War II. Thus, the
domestic pro%:'oss of these countries made during the first
2% years of the European Recovery Program was of great
importance in enlarging the economic base for the increased
defense preparations necessary for the protection of the
European members of the North Atlantic Treaty organiza-
tion, and for the security of Greeece and Turkey which are
closely associated with the mnutual-defense effort.

The international financial positions of certain ERP and
other countries also showed striking improvement, as
evidenced in the net purchase of over $1.7 billion of United
States gold in calendar year 1950. By far the greater part
of this outflow of gold from the United States occurred
during the last 6 months of the year when the United King-
dom alone purchased $0.9 billion. The heavy outflow of
gold was accompanied by curtailment of ERP aid, as the
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economic expansion of the free world and sharply higher
raw material prices improved the balance-of-payments
position of forcign countries.

Chart 1.—U. S. Government Foreign Grants, Credits,
and Net Foreign Aid
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As a direct result of the rapidity of economic recovery in
the United Kingdom, the Economic Cooperation Administra-
tion was able to announce the suspension of virtually all ERP
aid allotments to that country beginning January 1, 1951,
As shown in table 2, the United Kingdom%ms been the major
recipient of United States Government foreign grants and
credits during the postwar period.

Aid to increase

Although ERP grants and credits declined in the last 6
months of 1950, the United States Government furnished
$1.2 billion of forcign aid through this medium, or almost
three-fifths of the gross foreign aid extended in the period.
Grants furnished under the rising Mutual Defense Assistance
Program were responsible for only one-fifth—$0.4 billion—
of the 6-month total, although in tfle final quarter of the year
they comprised over one-fourth of the aid furnished. The
rise will continue since the fourth quarter rate is still below
goals set for military aid in appropriations by Congress, which
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had been greatly increased following the invasion of South
Korea by Communist forces. Between June 30 and Septem-
ber 30, 1950, nearly $6 billion was added to the $1.2 billion
available for military aid as of June 30.

The Budget for fiscal year 1952 submitted by the President
in January 1951 states that he will request additional large
appropriations for “mutual-security programs.” The mes-
sage of the President states that “In general, our assistance
programs will continue to take two forms—provision of mili-
tary equipment and provision of economic assistance. But
the balance between these two forms of aid will shift ve
sharply, and will differ according to the strategic, political,
and economic situation in each free world area requiring
assistance.”

An additional $1 billion has been recommended in the form
of an increase in the lending authority of the Export-Import
Bank (EIB). Credits furnished abroad by EIB, ECA, and
other Government agencies have played an important part
in the provision of postwar foreign aid, although in calendar
year 1950 they represented only 10 percent of the gross
foreign-assistance total.

F. oreign economic policies reviewed

The Report on Foreign Economic Policies submitted to the
President in November by Mr. Gordon Gray made numerous
recommendations, largely in nonquantitative terms, relating
to the future scope and administration of foreign programs
of the United States Government. The need for economic
development and progress in underdeveloped areas was
actively considered. The report recommended that the com-
bined efforts of the Export-Import Bank and the Interna-
tional Bank for Reconstruction and Development should
aim at a net outflow of funds of $600 million to $800 million
a vear with half or more to be supplied by the International
Bank. It was further recommended that, under stated
conditions, United States grants for development and
technical assistance be provided of up to $500 million a year
for several years. »

The technical-assistance pro
areas, popularly known as the Point Four program, was
approved on June 5, 1950. The aid furnished under this
program and related activities of the United States Govern-
ment is discussed further in following sections which also
cover the emergency measures taken in the latter part of the
year for civilian relief in Korea and Yugoslavia, recent devel-
opments under the southeast Asia program, and proposals
for further aid to the Philippines.

am for underdeveloped

Major part of foreign aid is on grant basis

The major part of foreign aid furnished by the United
States Government in the last 2 years has been on a grant
basis, that is, without obligation to repay the United States.
Total gross grantsin the July—September quarter were at an
annual rate of $3.4 billion and, despite a rise in the last quar-
ter of 1950 to a rate of $4.2 billion, gross grants for the year
totaled $4.1 billion, compared with $5.4 billion in 1949.

During 1949 and 1950, the reverse grants to the United
States Government were almost entirely derived as 5-percent
counterpart funds received under ECA programs. Most of
these reverse grants were received as returns on the Euro-
pean program. Returns fell in the second half of 1950 to
an annual rate of $126 million, from a rate of $180 million
in the first half and a total of $243 million in the previous
year.

Net grant aid in the July-December 1950 period was thus
at an annual rate of $3.7 billion, a decrease from the annual
rate of $4.1 billion in the first half and a large decline from
the 1949 total of over $5.1 billion.
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European Recovery Program grants decline

The decline in net grants over the 2 years was largely a
reflection of the decline in grants under the European
Recovery Program, the major program of United States
Government economic assistance abroad. ERP grants
comprised about two-thirds of the gross grants abroad of the
United States Government in both 1949 and 1950, declining
from a high of over $1 billion in the second quarter of 1949 to
slightly over half a billion in each of the last two quarters of
1950 (see table 1). Reduction of gross ERP aid in 1950 was
in keeping with the original plan for this, the third year of the
outlined 4-year program.

From October 1948 through June 1950, a portion of ERP
grant aid was allotted on a conditional basis to certain
participants in the program on the basis of their contribution
to other participants under the intra-European payments
agreement. This agreement stimulated mutual aid among
the participants on a bilateral basis, with ECA providing
conditional grants to the intra-European donor. Approx-
imately one-fifth of the ERP grants provided by ECA
throughout 1949 and the first half of 1950 was as conditional
aid. In the last half of 1950, this ratio continued under the
European Payments Union agreement. ’

United States contributes to European
Payments Union

The intra-European payments agreement was found want-
ing in a number of respects, including the fact that the
bilateral payment arrangements under the agrecment were
completely financed by conditional grants from ECA. Thus
a new system was developed to provide for multilateral
settlements for trade within Europe with progressively

- Chart 2.—U. S. Government Net Foreign Aid, by ERP
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steeper terms of payment in dollars and gold, designed to
gncoura%e_ each country to approach a sustainable balance in
its total intra-European transactions. On September 19,
1950, the European Payments Union (EPU) was constituted
by the Organization for European Economic Cooperation

(OEEC).
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Under EPU, each member country has a quota equivalent
to 15 percent of its total intra-European transactions on
eurrent account in 1949. These quotas are for a 2-year
geriod beginning July 1, 1950. Several countries also have

een allotted initial credit balances to be used before their
quotas. United Kingdom, Belgium, and Sweden are to
provide initial debit balances before applying their quotas;
to the extent that initial debit balances are used the United
States Government will provide conditional aid to these
countries.

Countries which earn a cumulative surplus provide the
first fifth of their quota as a credit to EPU, and are then
entitled to receive payment from EPU of 50 percent on the
further surplus earned, up to the limit of the quota. Coun-
tries with cumulative deficits are allowed credit for 100
percent of the first fifth of their quota; for the second fifth
of their quota they must pay 20 percent in gold and dollars.
As the quota is used the portion payable in gold or dollars
increases; for the last fifth of the quota used the country is
obligated to pay 80 percent in gold or dollars. Thus, if the
whole quota is used, 40 percent must be paid in gold or
dollars. Settlements of all amounts over quota are to he
made in gold and dollars. Amounts of quotas not settled
in gold or dollars constitute credits extended by surplus-
earning countries to EPU, or by EPU to the deficit-incurring
countries. Interest at the rate of 2 percent per annum is
paid by the debtors and to the creditors of EPU on these
unsettled balances.

The increasing requirement on deficit countries for pay-
ments in gold and dollars is expected to serve as an incentive
to cach country to approach a sustainable balance in its intra-
European transactions. Further, the fact that only a partial
payment is received by countries enjoying a surplus is ex-
pected to serve as an incentive to these countries to reduce
the balance of trade in their favor, for example by increasing
their imports.

The United States Government has agreed to make up to
$350 million available to EPU. These funds will he used
for EPU to pay any countries carning surpluses, in the event
that receipts from deficit countries are not sufficient.

EPU shows results in 6 months

Bilateral imbalances among European countries ran from
the equivalent of $1.2 billion in the first half of 1950 to almost
$1.6 billion in the last half. In the earlier period about one-
third of these imbalances were scttled by use of intra-
European payments agreement drawing rights, and the
countries extending the drawing rights received conditional
aid from the United States.

The first clearing of intra-European accounts under EPU
covered the period July, August, and September. Further
clearings were made monthly thercafter. In the last half
of 1950, over half of the imbalances resulting from a larger
volume of trade were settled by the automatic clearing of
balances; and the remainder through EPU operations. One-
tenth of the total intra-European imbalances in this 6-month
period represented use of the initial debit balance extended by
surplus-earning countries which received conditional aid from
the United States Government. In addition, in October the
Government paid $43 million to enable EPU to make settle-
ments with countries entitled to receive gold or dollars. This
aid by the United States constituted less than 3 percent of
the total intra-European imbalances in the period.

EPU is intended to provide the financial basis for the
reduction of trade and payments barriers among Western
European countries and for bringing their payments more
nearly into balance with each other and the rest of the world,
thereby requiring less United States Government financial
assistance. The first 6 months of EPU operations do not
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provide a broad base gage, but it was obvious that trade
within Europe was expanding in this new framework.

Military-assistance grants increase

The actual decrease in the volume of ERP grant assistance
in the second half of 1950 was accompanied by a decline in
the ratio of ERP to total grants under all programs. Mili-
tary-assistance grants expanded in the final quarter of 1950
to comprise 30 percent of the gross grant aid and thus offset
the decline in the recovery program. MDAP assistance
includes, first, the provision of finished military equipment
and, second, assistance for increased European military
production which is being integrated with the European
Recovery Program.

MDAP assistance was authorized by the Congress late in
1949, at a rate approximating $1 billion for the first year.
Through the first half of 1950 some $71 million in aid was
provided under this program. Grants in the third quarter
were double those of the first half; the final quarter, at an
annual rate of $1.2 billion, was over double the third quarter.

Title ITI of the Mutual Defense Assistance Act authorized
grant assistance to Korea, the Philippines, and the general
area of China at a rate of approximately $100 million for
the first year. From $5 million in aid prior to July, these
grants rose to $19 million in the third quarter and to $41
million in the fourth.

Economic aid to Far East continued

Aid to Far Eastern countries was not confined to military
assistance. Shortly before the invasion of South Korea by
Communist forces, Congress had provided for the extension
of the economic aid originally intended for China to the
“general area of China.” Under this legislation, United
States Government grants are being provided to Burma,
India, and Thailand. Indonesia and the Indochinese states,
which had previously received ERP aid as Netherlands and
French dependent areas respectively, are also receiving aid
under this new southeast Asia program. Grants to these
countries and Taiwan (Formosa) in the second half of 1950
amounted to $9 million. Since aid to China was confined
to Taiwan, grants in 1950 were appreciably less than in
1949, when United States Government assistance was still
extended to the mainland.

Korean aid in the first 6 months of 1950 ($42 million) was
considerably above the total for the entire year 1949 ($28
million). For the last half of 1950 this aid amounted to
$15 million, but in addition approximately $50 million of
supplies and materials was transferred from United States
Army stocks inJapan and Korea toassist the civilian economy
of the invaded country in the wake of battle.! Congressional
appropriations were made in the last half of the year and
early in 1951 to finance increased aid to this strife-torn area.

Grants to Japan are provided by the United States Govern-
ment through the Army, as civilian supplies to occupied
areas. Witﬁ the continuing postwar recovery of Japan,
grants to that country declined in 1950 to about $0.2 billion,
approximately half of the 1949 figure ($0.5 billion).? Grants
to Japan include, in addition to Easic civilian foodstuffs, raw
materials for economic recovery.

Philippine rehabilitation program concludes

The Philippines, in addition to participating in the Far
East military-assistance program, receives grant aid under
the Philippine Rehabilitation Act of 1946. This act estab-
lished a 4-year program for rehabilitation, approaching

1 Definitive information on these transfers is not available and data are thus not included
in tables 1 and 2.
? Data included in tables 1 and 2 for civilian-supply grants to Japan are known not to

include certain cash grants furnished to Japan by the United States Arm{. In some quarters
of 1950 this understatement in reports is known to be as much as $25 millio:
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$650 million. The peak of United States Government
grants to the Philippines occurred in the middle of 1949;
aid for that year exceeded $200 million. Grants in 1950
were considerably reduced, though the payment in the
fourth quarter of almost $65 million in settlement of war-
damage claims brought the actual aid for the year up to
$166 million. The ghilippine War Damage Commission is
to cease operations before April 30, 1951, after fulfilling the

grant program which provided for the payment of $400

million for war damage to private property and $57 million
for damage to public property in the Philippines. Less than
$5 million of the programmed funds remained available for
payment of claims in 1951.

Other rehabilitation grant aid to the Philippines—com-
prised mostly of technical assistance to the Philippine
Government in the restoration and improvement of public
services—continued throughout 1949 and 1950 at a nominal
rate.

Point Four aid begins in 1950

As is noted in a preceding section, the Point Four program
represents an important phase of the United States foreign-
economic policy. Technical assistance has been coopera-
tively provided to the American Republics for many years
by the Institute of Inter-American Affairs and to several
other countries since 1948 under the information and
educational exchange program of the State Department.
These previous technical-assistance programs are now inte-

ated into the Point Four program.

The special programs to cooperate with Mexico in the
eradication of foot-and-mouth disease in that country and
to assist Chinese students receiving an education in the
United States are also among the technical-assistance
programs included in the data in table 1.

e most significant of the technical-assistance grants
provided by the United States Government in 1950 was the
payment of $4 million to the United Nations in September
as part of the United States share in the program for techni-
cal assistance in which this international organization is

engaging.
Net credit aid continued relatively small

The outstanding principal indebtedness of foreign coun-
tries to the United States Government increased by only
$52 million during the last 6 months of 1950 to reach $10,006
million on December 31, 1950. This increase in outstand-
ings, representing net foreign aid on a credit basis, is the
excess of loan disbursements and other credit utilizations
over repayments of principal.’

The indebtedness to this Government was distributed as
follows:

Millions of
r8

ERP countries and participating dependents_________________ 8, 424
Other Europe______ . ... 478.
American Republies_ ___________________________._________ 420
India_ oL 172
China. oo 165
Philippines. .______ B e 100
Israel e 48
United Nations_ __ .. . __.___ 44
All other . .o ___._. 155

In the ERP area the larger debtors were the United Kingdom
which owed $4,798 million, France $2,031 million, Nether-
lands-Indonesia $480 million, Italy $356 million, and
Belgium-Luxembourg $174 million. {n the otlier European
area the larger debtors were the U. S. S. R. with $223 million
and Finland with $119 million.

* This is exclusive of accrued interest and also exclusive of indebtedness arising from World

War 1. World-War I indebtedness amounted to $16,276 million on Deccmber 31, 1850, of
which $4,842 million represented interest which was due and unpaid.
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Gross credit aid declined

Loan disbursements and other credit utilizations of $201
million in the last 6 months of 1950 were $49 million less
than in the first 6 months of the year but approximately
$44 million more than in the last bhalf of the previous year.
This, however, was a considerable decline from the $532
million disbursed in the January-June 1949 period.

The utilization in the last half of 1950 represented pri-
marily $81 million of EIB credits, $77 million of ECA credits,
$7 million to the United Nations, and the $35-million
funding of the Philippine debt. Of the ECA credit utiliza-
tions, $69 million was on credits through EIB and $8 million
on deficiency-material projects which are handled directly
by ECA.

On September 6, 1950, Congress authorized ECA to make
a $62)-million loan to Spain; in February 1951 it was an-
nounced that four separate credits totaling $12.2 million
had been established. Aside from the loan to Spain, as of
December 31, 1950, only $6 million of ECA credit authority
from public-debt funds remained to be committed. Of the
credits committed by ECA through EIB, only $61 million
remained to be utilized.

Advances of $8 million in the 6 months ended December
31, 1950, on ECA deficiency-material projects were double
the advances in the previous half year. These advances,
from appropriated dollar funds and from United States
Government-owned counterpart funds, are to be repaid in
deficiency materials. As of December 31, 1950, there re-
mained approximately $27 million to be advanced by ECA
on deficiency-material loan agreements already signed.
Additional agreements were signed in January and February
1951,

Export-Import Bank credits predominate

In 1950, Export-Import Bank disbursements were larger
than any other type of credit utilizations and were larger than
EIB disbursements in 1949. Of the $81 million disbursed
by EIB in the 6 months ended December 31, 1950, $34
million was to the American Republics, $24 million to Yugo-
slavia, and $16 million to Israel.

Several new credit authorizations were made by EIB in
the last half of 1950. In August the Bank committed $150
million of its funds for the establishment of credits to Mexico.
As of the end of the year $31 million of this commitment had
been authorized for credits to assist in financing the Mexican
irrigation program. In November a credit agreement was
executed which established a line of credit of $125 million
to facilitate liquidation by Argentina of commercial dollar
obligations due and unpaid as of May 15, 1950.

The Bank authorized an additional credit to Israel in
December of $35 million for agricultural development. This
brings to a total of $135 million the credits authorized by
EIB for Israel, of which $70 million have been allocated for
agricultural development and production. By the end of
1950 the Export-Import Bank had authorized credits of
slightly over $52 million under the commitment made in
Fe%ruary 1950 of $100 million in credits for Indonesia. As
of December 31, 1950, no disbursements had been made
under these four new credits.

On December 31, 1950, total undisbursed credit commit-
ments of EIB were close to $750 million. The uncommitted
lending authority of the Bank is close to $500 million. The
Budget Message of the President in January 1951 recom-
mended an increase in lending authority of $1.0 billion from
the present limit of $3.5 billion, following a similar recom-
mendation in the Gray report.

(Text continued on p. 18; summary tables appear on pp. 16-17.)
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Table 1.—Summary of Foreign Aid (Grants and Credits), by Program: July 1, 1945, Through December 31, 1950

{Millions of dollars]
During European Recovery Program period
l;:e!ore
Total uro:
Program postwar pgg?e}r{y& 1948 1o 1950
peried P | T AR 3 Jul o 3 | Jul
per oc, an.- Apr.- uly- ot.- an.- Apr- | July- Oct.-
Total | Mar. | June | Sept. | Dec. | T | Mar. | June | Sept. | Dec.
Groaa Forelgn Ald Y _ .. .. .. ... ... 30, 194 18, 498 14,699 | 4,138 6, 052 1,724 | 1,687 1,485 1,157 4,509 1,156 1,234 952 | 1,166
Grantsutilized ... ... ... 20, 802 8,081 12,740 | 3,320 5,360 1,355 | 1,524 1,409 1,073 4,060 1,023 1,119 862 1,056
Less: Credit-agreement offsets to grants.. .. 1,256 1,253 3 1 [C 2 PO [ 2 PSS PR, 2 .- 2 e
Creditsutilized._ ... ... ... . 10, 648 8, 687 1,962 819 602 369 163 75 84 451 133 117 81 110
Lese: Returns_.....__.........._...._.......... 2,400 1,022 1,378 420 483 92 74 206 m 415 101 161 106 106
Reverse grants and returns on grants...__.. 946 499 47 51 43 17 18 151 58 153 41 49 36 27
Principal collected on credits. ... 1,454 523 < 369 240 .7 58 55 53 322 60 13 70 7
Equals: Net Foreign AM. ... _____.._____. 427,793 | 414,473 | 413,321 |43,718 | 45,569 | +1,631 (+1,612 | 41,279 | 41,046 | +4,034 | 41,055 ! +1,073 +847 | 41,060
Net grants. .o 418,600 | 6,300 { 412,200 {+3.268 [ 45118 | 41,338 [+1,507 | 41,258 | +1,015 | <3,005 +982 | +1,068 +826 « +1,020
Net credits. .| 49,104 48,163 <+1,030 +450 +451 +204 +105 +21 +32 +129 +73 +4 +21! +31
Grants Utillsed.. _.___ .. _ .. ... ... 290, 802 8,061 12,740 | 3,320 5,360 1,355 | L8524 1,409 1,073 4,060 1,023 L1198 862 | 1, 056
Fumr)cun FECOVEIY - v mmammacmaaamaaennn 7884 | ... 7.884 | 1,397 3,729 906 | 1,118 M0 786 2,758 770 850 548 589
Civilan supplies .. _. ... ... . _........ 4,710 2,360 2,351 1,012 985 260 213 324 188 353 113 103 85 52
UNRRA, post-UNRRA, and interim aid.. 3,443 3,172 bl 270 1 2 ® 3) ® @) ® [CO R U FE
Phillppine rehnbﬂitntion ................... ) 619 130 488 119 203 53 4“4 59 47 166 39 27 34 66
Korea and Far East (general area of China)
ald 264 | ... .. 264 98 92 39 4“4 6 4 75 24 8 16
1,968 1,968 ™ [C 2 RN PO PRNIPUUINS SRS RPN POTIPEI EUUUISUI RPN S I
516 ... .. .31 70 DS U PR (SNSRI SN BRI 516 5 66 140 305
185 491 172 52 43 41 35 61 34 12 8 7
240 120 120 72 13 18 8 5 5 2 ® 1 2
137 3] 71 14 30 7 8 8 8 27 8 8 9 5
385 80 285 & 104 24 36 24 20 99 24 31 30 14
96 49 4“7 51 243 17 16 181 58 153 41 49 36 o
Counterpartfunds. ... ... .. .. __.__. 308 | ... ... 308 22 230 12 16 151 50 144 41 40 36 s
Reverse lend-lease.._...._.. 133 133 1 el
Return of lend-lease ships . 207 250 48
War-account cash settlements. - 120 usz 3
Credits Utllized ..._._..................._.... 10,648 | 8,687 1,962 |
Special British loan. ... . ... ..... ... 3,750 3,750 | e e S FYCUU U PSR R P
Export-Import Bank 2,733 2,087 645 261 185 61 46 36 41 200 60 50 l 37 14
Direct loans. __....._..... .- 2, 582 1, 042 640 284 163 30 42 35 36 193 5 58! 40 44
Loans through agent banks__ . 150 145 5 14Cr. 23 21 1 4 1 5 7 10 1 sCr.3f (0
European recovery...._...........o......_. 1,088 .. _.... 1,088 476 428 281 8 18 32 163 56 30 49 2
Surplus property (including merchant [
Ships) . 1,339 1,234 108 ke 28 20 8 ® O] .
Credit-agreement offsets to grants 1,256 1,203 3 1 [C) T PN () 2 P JON
Lend-lease (excluding settlement credits).. 89 63 8 1 4 1 O] 2 O]
(0131 U 433 209 134 3 47 5 11 20 11
Principal Collectedon Credits_ __...._.._...... 1,454 523 931 369 240 75 58 85 53
Export-Import Bank.. ... ... ... ... .. 720 196 523 220 144 55 26 40 22
Direct loans. . _.._.... ... ... ._.... 556 149 408 189 100 43 21 26 11 : r
Loans through agent banks__.  ____ __ 163 48 118 31 43 12 5 14 11 41 10 17 12 2
Surplus property (including merchant #
ships) ... ... .o . ... 144 29 115 29 44 9 15 7 12 42 10 12 11 |
Credit-agreement oflsets to grants 25 10 15 6 2 1 O] Q) 1 7 1 3 3 [¢))
Lend-lease (excluding settlement credits). . 26 9 17 5 6 O] (] [0} e 8 [O) 1 5 [V}
Other. . .. ...l 540 279 201 108 46 10 11 7 I~ 107 10 85 ] 11 21
t
1 Assistance in cash or in goods and services provided to foreign countries, directly or through ment over a period of time a credit is established, but no aid Is considered as having been
international organizations, without an immediate equivalent return, comprises foreign aid given at that time. Because such credits cannot, as a rule, be dedueted from specifiec grants
as the term is used in this article.  On the one hand, the assistance may be rendered with a they are included in both categories. The amounts of such credit-agreement offsets to grants
contractual or other agreement that there will be repayment over an extended period of time; are therefore deducted from the total of grants and credits in arriving at gross foreign aid.
this type of assistance is elassified as a credit.  On the other hand, the assistance may take * Less than $500,000,
the form of an outright gift for which no payment is expeeted, or which at most involves an 3 Negative entry of less than $500,000 results from refunds of eash aid.
obligation on the part of the receiver to extend reeiprocal aid to the United States or other ¢ Negative entry resulis from excess of EIB repurchases from agent banks over agent bank
countries to achieve a oomm;:n objocvk.)ivc: in u!l} Slu(;h ;‘:vas the aid is mlmsidorodha grant, l" disbursements.
the obligation to repay is subject to being estublished in a future settlement, the aid is also .
considered a grant.  In the latter instance, when an agreenmient has been reached as to repay- Source: U. 8. Department of Commerce, Office of Business Economics.
Table 2.—Summary of Foreign Aid (Grants and Credits), by Major Country: July 1, 1945, Through December 31, 1950
[Millions of dollars]
R )
) , : During European Recovery Program period
Total E Before - 0
ota! uropean [ |
Major country postwar Rocm erys ’ 1948 I 1949 I 1850
period | Program ! Total Apr.- ',,. e ! — . :
period | Dee. ' poal " Jan. | Apr- | July- | Oct~ 0, U Jan- | Apr- | July- | Oct.-
, . b l Mar. | June Sopl Dec. i l Mar. June | Sept. [ Dec.
I P e e i | = | S
Gross Forelgn Ald (grantsandcredite) '.____ .. ._._.__._._._. _. 30,194 | 15,495 | 14,699 | 4,138 ’ 6,052, 1,724 1,687 | 1,485 l 1, 157 4,509 | 1,136 | 1,234 ‘ 952 1,168
Less: Returns. _.__.__.__.._._ ... ... ___ 1,022 1,378 4 4583 92 74 206 l 475 101 @ 161 ' 106 106
|

I
20 ;
+3,718 145,569 +1,631 41,612 41,279

Net formgu aid.........

Equals: Net Forelgn Aid +l4 473 ' 413,321 +1.046 "+4,034 |+1,055 +1,073 . +847 | 41,060
Net grants +6,309 112,290 43,268 45,118 41,338 +1,507 '4+1,258 |+1,015 43,905 | +982 41,068 | 4826 | {1,029
Net eredits | 48163 | +1,030 | +450 | +451 ( +294 | +105 +21 +32; +128 +73 | +4 +21 +31

ERP countries and | ’ l i ,

Gross foreign aid. 21,619 016, 048 | 11,571 3, 13% 4, KIS 1, 390 1,351 1,155 932 3,605 911 | 1,000 | T 917
Less: Returns 1. 33N g TNA 1447 31 17 34 170 T m» . T, 60 | 70 92
Eq\]n]\ 49, 190 I, T 42,000 4 0T 4148 41,317 } H | 48T 4 +832 | 49313 4707 +825

+691 +862
+15 -37

24137 N 2477 4 0T 41 ont i+1,'.r:g| +otu | a2 +.5 f } 4811 4911

5« +7,u81 ) 4920t 45171 430 27y +24 151 +'AJ +21 1 42

See footnotes at end of table.
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Table 2.~Summary of Foreign Aid (Grants and Credits), by Major Country: July 1, 1945, Through December 31, 1950—Continued

[Millions of dollars)
: EBelom During European Recovery Program period
Total uropesn
Major country postv;gr I;wovery Total 1:948 1949 1850
peri rogram otal pr—- Jan.- | Apr- | July- | Oct.- Jan.- | Apr- |July- | Oct.-
period Dec. | Total | \ar | June | Bept. | Dec. | TO%! | Mar. une | Sept. | Dec.
ERP countries and participating d dent areas tl d
Belulnm—h:embouu:
Gross {orelgn ald 722 222 500 56 263 51 93 52 57 191 52 49 54 35
39 5 35 7 13 4 5 3 1 15 3 7 3 2
+683 +217 4485 +49 | +240 448 +88 +49 +58 1 4176 +49 +43 +50 +34
+-509 481 +448 +56 | +202 +51 +42 +52 +57 +190 +52 +49 +53 +35
+174 +157 +17 -7 +38 —4 +46 -3 -1 —-14 -3 —6 -3 -1

British Commonvullh United Kingdom:
QGross foreign aid.

2,534 17| 1,107 290 307 272 238 " 710 214 229 135 132
250

70 98 18 14 % 37 82 2 20 19 2

42,284 | +647 {41,009 | +271 | +293 | +243 | +202 628 | +194 20| +16] 4100

42,078 | 4446 | +076 | 4201 | +304 | +250 | +220 656 | +193 | +221| +114| 128

+ 4201 | 43| 47| -1 ~7] 19| -28 41| -2 +2 —19

1,980 608 858 267 266 173 152 514 153 140 %4 128
154 14 91 14 2 6 18 7 16

9 50 9
+1,826 | 4504 | 4767 | 4253 | +264 | +107| +143 | 4464 | 4135 | +133 +79 +118
+1,670 | 4451 [ 4738 | 4213 4283 | +1181 4145} 4481

+143
+156 +14 +20 +40 +2 -11 -2 —17 —9 * -6
2,190 752 952 272 231 263 180 485 140 134 100 1
72 25 28 (3) ¥ 23 4 18 4 8 2 4
42,117 | 4727 | 4924 4272 4230 4240 | 4182 | 4468 136} 4128 468 +1C7
+2, 1& +7g§ +924 | 4272 | 4230 | 4240 | 4182 -}(-‘4)67 +136 -46‘1)26 498 +107
655 258 245 75 50 62 50 152 52 39 29 a3
35 3 18 3 2 9 ] 14 3 3 4 4
4620 | 4265} 4227 +72 +357 +8 448 | +138 449 +38 +25 +20
+626 | +255 1 <4231 +75 +68 +453 +45 1 4140 449 +36 +25
-6 O] —4 -3 -1 O] -1 -2 -1 ® @ @
1,087 290 457 169 146 82 60 290 7 100 75 38
17 4 6 3 38 14 8 10 5
4064 | 4274 | 4437 ) 4165 | +139 +76 487 | +254 +64 +04 +33
+208 | 4376 | +127 | 4131 +67 +50 | 4249 +-69 +82 +34
+135 +-68 +62 +38 +8 +8 +8 +5 -5 +11 O] -1
T4 128 320 92 70 118 40 276 68 110 57 41
78 2 24 2 1 13 8 52 3 8 35
+126 | 43297 90 +60 | +108 +33 | +224 +65 | +163 +40 +7
+73 | 4203 +10 +54 | 4108 433 | 4283 +65 | 4105 +50 +35
+116 +8 +63 +15 -2 ® —29 U] -2 ® —28
240 71 ™ 15 n 23 29 75 30 17 16 10
15 2 4 1 1 1 1 8 2 3 2 1
468 460 +18 +7 +22 +27 +28 +15 +14 +9
+187 462 +11 +23 +18 +10 +34 +18 +12 +5 +3
+9 +28 +3 +4 +4 +17 +32 +14 +3 +8 +7
1,71 257 842 160 152 110 120 912 124 182 216 300
35 2 2 24 11 10
+1,638 | 4254 | +507 | 4158 | 4150 486 | 112 4877 { 4113 | 4174 | 4210 4380
41,378 ¢ +179 396 | 4103 | 4118 474 | +100 480 | +147 | 4195 4372
+78 | 4111 +54 +32 +12 +12 +73 +24 +15 +8
76 22 13 4 3 4 2 41 7 10 9 18
50 10 32 13 ] 1 12 18 2 11 3 1
+17 +12 —~19 -9 -2 +2 ~11 +2 +5 -2 +8 +14
—~19 -2 —8 [O T PR FO -7 -9 | ... o PPN S
+35 +14 =11 -8 -2 +2 -3 +32 +5 +7 +6 +14
250 87 107 28 30 28 23 L) 32 20 A4 18
133 32 8 17 7 11 87 9 14 25
+125 25 463 +18 +13 +21 +12 +37 +23 +6 -1
+62 +14 +30 +7 +8 +7 +7 +18 +7 +3 +4 +3
+-63 +11 +34 +11 +5 +13 +4 +19 +16 +3 -5 +5
333 168 1 50 54 nircr. s 25 4 4 7
60 21 21 9 2 [} O] 2 1
L4273 0 4177 +77 +29 +45 +9 -7 +19 +9 +3 +1 +7
+314 | 4184 | 4107 +49 +852 +11 -6 +24 +9 +4 +4 +7
—41 -7 —-30 -2 -7 -1 -1 -5 m -1 -3 -1
Gross foreignald.... .. ... ... .. ... 082 1,024 318 505 124 114 165 102 201 69 74 34
Less: Returns...____........_. R 27 138 151 56 25 ... ... 3 16 5 69 5 64 1 m
Equals: Net foreign aid . +846 +874 | 4262 | 4479 +124 ] +111 | +149 +06 | +132 +64 +10 +33 +24
Netgrants_..........._.... . 7 +779 +027 | 4307 | 4457 | 4110 | +104 | +152 491 | +164 +53 +52 +34 +24
K Neteredits. ... ... +67 —54 —44 +22 +14 7 -3 +5 —32 +11 —43 [O)] )
orea:
Gross foreignaid. .. .. ... ... ... 154 212 73 81 27 23 14 17 5 24 20 5 10
Less: Returns___...__........._... S D b 120 ... 7 1 3 1 2 5 | X DU S FUR
Equa}s Net foreign ald . 3 +154 +200 +73 +73 +28 +20 +12 +15 +53 +19 +20 +5 +10
Netgrants.._...__._..__... ! +138 +197 +66 +73 +26 +20 +12 +15 +57 +23 +20 +5 +10
Neteredits. ... .. iiiiiieiaiaiao.. +18 +4 FT —4 —d
Philippines:
Gross foreignald. .. ... ... . ... 243 526 121 203 53 44 59 47 202 40 27 34 101
Less: Returns_ ... ...__......... . 13 1 1 O] o ()] ® ® ) ] ™ Q] Q]
Equals: Net foreign aid .. : +231 +-525 +121 +203 +53 +44 +59 +47 +201 +39 +27 +34 +101
Netgrants. . ___._.._...._..... . ! +166 +-48R +119 +203 +53 +44 + 59 +-47 +166 “+40 +27 +34 +066
Neteredits ... ... i, +64 +36 2| %) [O) %) “) +35 ] (& ) ) +35
All other countries: i ¢
Qross foreign ald. .. .. .. iiiiiia.. . 755 703 211 204 49 67 49 40 287 68 50 66 73
less: Returns_._ ... .. __ - K 167 174 | 157 7 2 1 3 2 10 1 2 4 3
Equals: Net foreign aid.. .- s + 589 4520 455 | 4196 +47 +04 +46 +38 | +277 +67 +3R 463 +70
Netgrants. ... ... ... - : +3%4 +467 1 4104 | 4149 +29 +57 +3x +26 | +213° 444 +50, 445 +55
Netcredits.. ... ... ... ... ... 262 42050 4611 —4ul 4461 419 +7 481 412l et 4l 4l 4R +14
1 See footnote 1 to table 1 . in January-March 1950). Al other aid to Indonesia, including grants under the European
1 Net (+) of less than 3500 000. Recovery Procram, is included in “All other countries.”
3 Less than $500,000. 8 Includes dats not allocable to specific arcas,
4 Net (=) of less than $500,000. 7 Neputive entry results from excess of refunds on Chinese account for aid diverted
§ Gross foreign aid, net foreign aid, and net credits for Nctherlands include $17.2 million (principully to Korea),
ERP credits to Netberlands on behalf of Indonesia (5.8 million in April-December 194%; $ Includes data for international organizations and data not allocable to specific areas.
$9.2 million in January-March 1949; $1.2 willion In October-December 1949; and $1.0 million Source: U, 8. Department of Commerce, Office of Business Economics.
931674°—B1—-—-3
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EIB provides emergency aid to Yugoslavia

In the last quarter of the ycar the Bank disbursed $2
million for capital equipment, machinery, and similar items
and $3.8 million for foodstuffs under the $15-million credit.
authorized to Yugoslavia in August 1950. The latter action
was taken as a result of the urgency of extending immedinte
relief aid to Yugoslavia pending congressional action on the
Yugoslav request for assistance to avert the effects of a dis-
astrous crop failure.

Other steps taken to provide relief aid to Yugoslavia in-
cluded advances of flour from Germany and Italy. The
appropriation of $50 million for grant aid to Yugoslavia,
approved December 29, 1950, includes amounts for further
ERP grant allotments to Germany and Italy in replacement
of these advances of flour. The United States Government
also authorized the inclusion of Yugoslavia into the Mutual
Defense Assistance Program as the recipient of foodstuffs
for its armed services.

Bell mission recommends Philippine debt funding

On November 6, 1950, the Treasury Department signed
an agreement with the Philippines, arranging for the funding
of the obligation to return to the United States Government
certain funds advanced in 1948 to pay claims which had
arisen as a result of the operations of the Army of the Phil-
ippines and guerrilla forces in World War II. The unex-
pended balance of these advances was by.agreement to
revert to the United States Treasury no later than the
end of 1949,

The result of the funding agreement is to substitute an
obligation repayable in approximately 10 equal annual
installments beginning May 31, 1951 (including interest at
23 percent), for the idle peso deposits held by the Philippine
Government against its present dollar obligation to the
United States Government. The peso funds were released
to mect domestic obligations of the Philippine Government.
This follows the recommendations in the report of the
Economic Survey Mission to the Philippines, which was
headed by Daniel W. Bell.

Another recomnmendation in the Bell report was to fund the
Reconstruction Finance Corporation (RFC) loan of $60
million, now due in 1952 and 1953, over a period of 10 years,
The economic mission also recommended that the United
States Government provide financial assistance of $250
million through loans and grants, to help carry out a 5-year
program of economic development and technical assistance.
The mission recommended that this aid be strietly condi-
tioned on steps being taken by the Philippine Government
to carry out other recommendations outlined for economic
improvements in the Philippines.

Collections on credits are increasing

Principal repaid to the United States Government in the
second 6 months of 1950 amounted to $149 million, $23
million less than in the first 6 months, but considerably more
than in cither half of 1949. The larger amount in the first
half of 1950 was due entirely to the repayment in full of the
$54 million in credits extended during the 15 months ended
June 30, 1950, by the Army Departinent to Japan for the
purchase of raw cotton in the United States.

Interest received in the last 6 months of 1950 was approxi-
ma.tolfy $61 million. This was $12 million more than was re-
ceived in the first 6 months of the year, as is to be expected
because of the large number of interest-due dates falling on
July 1. Although interest collections in 1949 were smaller,
they followed the same pattern.
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Thus, combined principal and interest collections in 1950
amounted to $431 million, $94 million more than in 1949,
Scheduled collections in 1951 are approximately $485 million,
rising to $530 million in 1952 and then falling to $490 million
in 1953 and $460 million in 1954. This is based upon credit
agrecments on outstanding indebtedness as of the end of 1950.

China and U. S. S. R. in arrears

During the September 1950 quarter the Maritime Admin-
istration declared the Nationalist Government of China to be
in default under the terms of the mortgage agreements cover-
ing the sale of 33 ships. During the last 6 months of 1950
four vessels were seized in continental United States as a
result of foreclosure action and one was taken by the United
States Army in Japan for smuggling. The notes on these
five vessels with an unpaid balance of $3.5 million plus
accrued interest of $0.2 million were canceled. Two vessels
have been lost and four have fallen into the hands of Comn-
munist China. Claims on these six vessels have been filed
against the insurance companies. On November 15, 1950,
the Maritime Administration gave Nationalist China until
February 15, 1951, to bring current all payments of principal
and interest. This Nationalist China did as of February 13,
1951, by selling four vessels in which their equity was larger
than the unpaid balance of the mortgage. There remain 18
vessels in active operation by Nationalist China and it is now
believed the payments on these can be met as they become
due.

The United States Government has asked the Soviet
TUnion to pay $800 million for the reimbursable portion of
wartime lend-lease. No payment has been asked for any
military supplies furnished the Soviet Union during World
War 1I. The $223 million now carried as the lend-lease
indebtedness of the U. S. S. R. represents total billings for
materials, services, and other lend-lease aid furnished prior
to March 31, 1947, under the lend-lease pipe-line agreement
of October 15, 1945. The Soviet Union is in arrcars $6
million in interest on this indebtedness (principal payments
are scheduled to begin in 1954). .

Payments in default or in arrears 90 days or more on all
United States Government credits totaled $26 million in
principal and $10 million in interest on December 31, 1950.

New expenditures authorized for foreign aid

The General Appropriation Act, 1951 and the Supple-
mental Appropriation Act, 1951 in September 1950 author-
ized new expenditures for foreign aid in excess of $8 billion.
Further, several provisions were enacted in 1950 allowing
the transfer as foreign aid of supplies and materials which
cost the Government a(lditiona& hundreds of millions of
dollars. '

At the end of 1950 there was available under existing legis-
lative authority about $10 billion for financing foreign aid in
the form of grants and over $1% billion for financing foreign
credits. In the Budget for the fiscal year ending June 30,
1952, the President recommended new obligntvionarautlmrity
of $10.7 billion. Expenditures for fiscal year 1952 were there
estimated at $7 billion.

Note.—This article was prepared in the Clearing Office for Foreign Transactions, Offite
of Business Economics, and is a summarization of data compiled and published in detail each
quarter by that office. These data constitute the basis for Government-aid transactions in
the compilations of the Balance of Payments Division, Office of Business Eeonomnics, which
are included in the preceding article. The major components of both series are identical
except for variations due (1) to the inclusion in the balance of payments for the last quarters
of preliminary estimates of transactions not yet included in the official reports which are the
basis of this article (see footnotes 1 and 2 to this article) and (2) the more current revigion of
earlier-period data in this article which are not yet included in the balance of payments.
Moreover, slight variations In trestment of data oceur. For example, this article includes in
(Government transactions the loan disbursements of agent banks guaranteed by Export-
Im(i)ort Bank, while these are considered as private transactions in the balance of payments,
and this article includes the funding in November 1950 of loans to the Philippines, which
appeared in short-term asset payments in the balance of payments in July 1948.
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Production and Employment Trends
(Continued from p. §)

Chart 4.—Employees in All Manufacturing, Defense, and
Related Industries: Absolute and Percent Increase,
June-December 1950
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U.S.DEPARTMENT OF COMMERCE, OFFICE OF BUSINESS ECONOMICS 51-56

! Includes metalworking machinery, general industrial machinery, miscellaneous ma-
chinery parts, iron and steel foundries, nonferrous foundries, and professional and scientific
instruments.

? Includes ordnance and accessories, aircraft and parts, ship and boat building and repalrs,
and U. 8. navy yards. .

Source of basic data: U. 8. Department of Labor, Bureau of Labor Statistics.

direct defense employment at the present time; many other
industries are also engaged in part in defense production or in
defense-supporting activities.

As indicated above, the machinery industries have experi-
enced rapid and continuous employment gains since last
June. As a group, these industries added 175 thousand
workers between June and December, an increase of almost
18 percent, about twice the rate of growth of the durable
group as a whole. While much of the expansion in employ-
ment of these industries after June is attributable to the rising
demands of the private economy, more recently an increasing
proportion of their employment has been devoted to the
production of goods for the military program.

Table 2.—Number and Percent Change in Production Workers in
Manufacturing, (Seasonally Adjusted

Absolute Peroent
Pro- change change
Hon
on
Industry workers! Janu- | June- | Janu- | June-
Decem-) uary- |Decem-| uary- |Decem
1850 | June ber June ber
1950 1950 1850 1950
In thousands
Manufacturing . ... ... 12,934 617 868 5.4 7.2
Durablegoods. ... . ... _._........... 7,180 596 584 9.9 89
Ordnance and acoessories. .. ..........o...... 24 2 5 11.8 2.3
Instruments and related produets. . 210 8 30 4.7 16.7
Electrical machinery . 08 54 94 9.6 15.3
Miscellaneous manufacturing industries 416 2 49 6.4 13.4
Machinery (cxcept electrical)._........ ceeee] 1,157 96 124 10.2 12.0
Fabricated metal products (exceptordnance,

machinery, and transportation egquip-

b 1111 PN 838 76 69 11.0 9.0
Primary metal industries.._. . 1,131 87 81 9.0 7.7
Transportation equipment. ..._..._._ -] 1,181 100 7. 10.2 6.8
Stone, clay, and glass products_...___ - 468 38 prd 9.4 6.1
Furniture and fixtures - 319 14 16 48 5.3

757 99 16 15.4 22

Nondurablegoods.__.__..._.____..... .........| §754 21 284 .4 5.2
Rubber products. ... ... ... ... __._ 218 12 19 6.4 9.5
Apparel and other finished textile products..| 1,051 —56 75 —-5.4 7.7
Tobacco manufactures _..... F 80 -10 5| —11.8 6.7
Chemical and allied products . 513 2 31 .4 6.4
Paper and allied products..____ 424 14 25 3.6 6.3
Products of petroleum and coal 162 -3 11 -1.6 8.1
Textile mill products......._. 1,239 -3 65 —-.3 55
Leather and leather products .- 330 —5 177 —1.4 50
Food and kindred produets . . .._............ 1,167 63 26 5.8 2.3
Printing, publishing, and allied industries. . _ 510 7 10 1.4 2,0

Source: Board of Governors of the Federal Reserve System,

Further gvidence of the relatively rapid recent growth of
direet munitions and tooling and equipment industries is
furnished by chart 3 which contrasts the rate of growth of
selected metalworking industries during the first and last
halves of 1950. Empioyment in the aircraft and parts
industry increased by almost 34 percent in the last half of
1950, in contrast to a negligible rise during the preceding
6 months. Similarly, the rate of growth of the machinery

roup was much greater in the second half of the year.

mployment in the household and service appliances and
automobile industries, however, remained virtually un-
changed after advancing rapidly to new peaks during the
first 6 months.

Balance of International Payments—Fourth Quarter of 1950
(Continued from p. 11)

The outflow of funds to the United Kingdom which started
during the third quarter amounted to $65 million during
October. During November and December, however, about
$39 million of these funds were again withdrawn, possibly
for the payment of commodities imported from the sterling
area,. n the other hand, our short-term assets in Canada
were reduced during October and November but replenished
in December. Likewise, there was a rising outflow of short-
term funds to Latin America during the quarter. A part
of the latter represented regular trade credits, which were
extended as former credits, were repaid and as exports to this
area increased. It appears, however, that there were also
speculative capital shifts, particularly to Mexico as a result
of rumors of an impending revaluation of the Mexican peso.

Thus, although the outflow of short-term capital to all
countries did not decline, it can, nevertheless, be assumed
that speculative movements lost importance during the
fourth quarter. The pressure on our gold supply and con-

versely the inflationary forces abroad resulting from gold
or dollar imports were correspondingly diminished.

Interarea transfers indicate that the ERP countries as a
whole, for the first time in the postwar period, had ‘net dollar
receipts from the rest of the world. This, however, was
almost entircly due to dollar transfers by the sterling area
to the United Kingdom. The continental European coun-
tries continued to have a dollar deficit with third countries
(other than the United States), which was met through United
States Government aid.

Both Canada and Latin America remained net recipients
of dollar funds from other areas, while the nonsterling
countries in Asia appear to have paid dollars to other
countries, presumably Europe. .

The net dollar payments by the latter countries to third
areas represents a new link in the triangular movement of
funds which under normal conditions would be an important
step in the direction of a new equilibrium.



