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INTRODUCTORY NOTE 

Even before the Committee on Foreign Relations began its study 
of the European recovery progl'am it was apparent that the major 
problems involved in the aclministration of such a pl'Ogram deserved 
very ca reful cOllsi lerution, Accordingly, on December 30, 1947, the 
chairmILIl of the committee ,'equested the Brookings Institution to 
prepare a briof analysis of the main "dministrative p roposals th"t 
have been put forward, tnldng in to a CCQU11t the experie.nce of our 
Government with respect to simiJar progrn.ms dUI'iog recent yea.rs. 
It was believed that as t1 result of such" study certain basic principles 
might emer!;e which would be of as ist"nce to the committee in its 
attempt to find the type of administrative organization that would 
help iJ1 sure an effective ERP, 

The report of the Brookings Institution is printed herewith for 
the use of the S nate and the Committee on Forci1jn Relations, The 
conclusions of the Bl'Ookings Inst itution will be tound on pages 15 
to 20, 

ill 
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RE PORT ON ADMINISTRATION OF UNITED STATES AID 
F OR A EUROPEAN RECOVERY PROGRAM 

INTRODUCTION 

This report on the ndministrnt ion of United States nid for a Euro
pean recovery pro"L'am has been prepared nt the ,:equest of the chair
man of the Committee on Foreign RehltlOns of the Umted Stutes 
Senate, In his request, the chairman asked the Brookings Institu
tion to undertoke a rapid revlcw "Jld an,alysis 0,£ the principal pro
pos~ls ~hat have been made for the ,admi nJstratJ~n of ,the pr~gr~m, 
talnng mto !Lecount the expeI'lence wIth the ndmllllstratlOn of slmll a.r 
pro~rams during the l'Hst few years, Upon the basis of this study, 
an lI1dependent appr"Is"! was requested of the reql1lrements for an 
admini strfLtive ol' O'<l nizil.tion that would insure mll,ximum bllSll10SS effi 
ciency in propel' c~ordination wi,th other nspects of our fvreign policy 
and the conduct of foreIgn relatIOns, 

In this undertakill(;l, a revle:v has been made of the three major 
proposals emanating n on;, WIthin the <?overnment, namely the report 
by the President's CommIttee on Forelg'll AId (known as the Harri
man committee) , the reports of the House Select Committee 0 11 For
eign Aid (Imowl; as the H erter committee) and the bill, H. R. 4579 
(the H er ter bill), that embodIes the recommendations of the com
mittee; and the special message from the Pl'Csi4ent to the Congress 
on December 19, 1947, together WIth the draft bill (subsequently in
t roduced as H, R. 4840) and t~e supporting report submitted by the 
Department of State, Ex~eDslve consul tat}ons Were held with many 
persons who participated m the preparatlOn of the fore~oing pro
posals and consi iel'ation was gIven to the bases upon \Vhi cl~ thClr COll
clusions were drawn. 

Account hilS also been taken of the proposals ,for admulistration of 
the progl'am that have been put forward by private organizations, such 
as the Chamber of Commerce of tho United States, the Nation"l Asso
ciation of Manufacturers, tb~ National F oreign Trade Council, the 
Congress of Industrial OrgalllzatlOns, and the National Plan.ning As
sociati,on-to name only a fow-ani! of pr.op~sals and su~ge,stions of a 
more mformal nature Inade ?y prJvate mdlvldunls botil mside and 
outside the Government, F mally, recent American pro~rams for 
overseaS rellef, economic development, '!ld aid were re~iewed by 
members of our staft' who bave had extenSIve experience in this gen
eral field, 

The l'Csults of this study and the conclusions reached are presented 
in the three parts of this report, Part 1 outlines briefly the nature of 
the administrative problems involved in the proposed Emopean re-

I 



2 EUROPEAN RECOVERY PROGRAM 

covery program. The outstanwng issues that the Congress faces in 
deternllning the chamcter of the administmtive arrangements for the 
program are set forth in part 2, tOll."ther with a summary of the main 
arguments that have been advancea with respect to each issue. Purt 
3 states the conclusions reach~d. 

PART 1. TlJE NATURE OF THE PaODLEM 

The administmtion of United States aid for a European recovery 
program, in its mnni'fold pOhcy and opemting aspects, must be con
sidered in relation to the basic objcctivcs of the pro~ram. The centrM 
purpose is to help the purticipntin/l countries, inaividunlly and as a 
group, to help themselves in n.chlcving economic stabihty and in 
,trengLhening free institutions. The attainment of this purpose re
quires the operation of a gign.ntic foreign econom ic program, which, 
in some of its phases, partakes of the chamcter of business enterprise. 
But t.he admimstration of the program is not merely a business matter. 
In the nattli'e of the case, the prO/lrnm involves relations among SOv
ereign 11n.tions and is, therofore, 1l1cxtricably bound up with a wide 
range of United States foreign policies at the highest level of govern
ment. 

Once Congress ItJ'Proves the program, bilateral agreements mnst be 
negotiatecl by the United States Government with each participating 
European country, under which the latter w.iII be required to accept 
c rtnlTI obligations, varying a.ccording to circumstances, as a. cond ition 
of I'eceiving aiel. Simultuneously, some ul'l'nngements win ha.ve to be 
worked out with the over-all continuing organization that it is expected 
will be created in Europe by multilateral agreement among the par
ticipating COWl tries. Fi'om time to time thet'e will be need :for subse· 
quent negotiations involving possible modifications of these bltsic 
agreements. The program thus calls for the initial establishment and 
possible later reviSion of It new set of relationships among a large num
ber of governments. It also cnlls for special liaison with a number of 
e~;sting ancl contemplated international organizations, both European 
and gener"}, in addition to the special orgnnjzation set up by the 
pOl,ticipatin cr countries. 

The d"y-to-day admin istrative ol)erations of the program will takc 
place within the framework provider! by th is complex of ngreements. 
The supplying of the goods and services tmder these agreements C!\I1110t 
be handled simply by turning an expel'iencecl purchasing agent loose 
with the requisite funds. A program must first be pla,nned-in rela
tion to the specific needs of each of the par ticipating countries ,md 
with due re((ltrd to ava,il ahle supplies in the United States, as well as to 
the possibiiI tr, of obtaining some/ortion of the materials from other 
countries. 'lhel'c is thus require fl wide lOlOwledge of econom ic con
ditions in Enrol)e, the capacity of the domestic economy, possibilities 
in internn.tionll tl'nde, nnd negotiations with foreign governments. 
as well as skill in routine business operations. 

Since one of the objectives of the progmm is to promote mther 
than reta rd the resumption of commercin'! operations between coun
tries, much of the procurement is expected to be cn,rri eel out through 
normal business channels. Such purchases wi ll , however, have to 
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be guided by lhe uclministrntion to insure conformity with the pl'O
(Tl'U ln . Export cont l'ols, prjorities, Hnd po'wet's of ull ocation wi ll 
~onbtl ess be required in some cases to le sen the adverse effect on the 
domestic economy. Pl'ovis ion ",Ill have to be made for the efficient 
use of t l'on poJ't facilitic, within the United St(ttcs and ill o\' rSCilS 
shipments. The employment of Qvm'sen ' tl'nnsport.a.tion rn. ises such 
questions of pol icy ilS tho distribution o·f cnl'goes between Un:ited 
States !lnd :fol'ei~1 -flng YClsse ls, those concerning the s o.l 0 01' chl1l'tel' 
of -njtcd tates \lo" el'llment-owned ships, the inte l'es~s of Lhe Un ited 
Stntf>. merchant murine and the nntiollnl defense, and problem of 
coordinntion in I l'OClIl'Cment n.nu opcl'ution of shippin~. Importnnt 
decisions wiJll1. iso need to be mucle on n. wiele range of 1] 11(1 n illl p l.'ob
lems, relating both to the expenditl1l'e of Govel'llment funds and to the 
stim lliation of pl'ivRte finn,l1cin(r. 

lVfany of these activities wil(hflvc n. direct bearing on the capn.city, 
health, and strength of the American economy and, from this stand
I oint, they are obviously Dot axelu iv ly the eonCOl'll of the aclmi])i~tl'l\
tion of the Eu ropean recovery proO'rnm, In son'lC cases the di rect 
it istance of I1'lflny depn.l'tments f t~e Govel'lHnent wi ll be necesSil ry. 
The decisions to be made aITect tho policie not only of the Depal'tmOJ1t 
of Stutc, but a,180 in some. instm1ces the D epnrtmcllts of th e 1"I'Cn SUl'Y, 
Commol'ce, ,,"d Agriculture, the Military Esta,bli shmCl1t, the Maritime 
Commjssjon, ILnd other agencies of the Government. 

At the EUt'ol ean end, the aclministraLiv problems Itl'e oI the most 
diverse chftl'Hctcl'. The admini Rtl'atioll wi ll be concerned, in very 
participating country, with suchJ,roblems as the following : The ade
quacy of I'ccovery pl'o(rl'ams j me 10ds of n llocating, clistl'ibuting, a.nu 
using Ame1'icnll sllppfics : trenc1s in expol'L fwd imp0l't tl'lldc, includ · 
jng tl'tl]o with nonpa1'ticipfl.ting Eul'op a.n countd o ; ul'1'ency 1'0£01']1) 
and ""chunge stabilization; fi scal pol icies; the lise and contl' 1 of local 
clIrrencies deposited in earmarked 01' special accounts ; Ilnc1 facil itating 
the SI1.1o of speci,,') mlltedals to the United States for stock piling and 
othe,· purposes. I n connection with join t undertakin~s that transcend 
Iho efforts of porticul",!' cOllntr ies, tho administmtlOJ1 will need to 
collaborate closdy with the organization established for that pu!'pose 
by the pnl'ticjpo.tlng countries. 

To prevent the possibility of 1issipating or mj using the aid given, 
it is vitally important that the ndmini stl'l1tion set up certain te ts by 
whi h to gauge the gcncml pl'og ress of the pl'ogl'om a ' a whole und th'e 
deO'l'cc of compliance on the pfll't of ihe EUI"0jJenn coun tries incHvidu
nlly nnd colledi v(" ly. 'lich tcsts Jl111St be \\'o .. ((~d out with l'esl ollsibl e 
officials of the European gove1'l1ments. Beenuse of const"ntly clllm~
ing condifions the Rdmintstl'n.t.ioll "., illnecd to have disc l'etion witlllll 
the fram · wOl'k of the commitments Il .. 'lade in the gOVCl'nil1g' agreements. 
It is obvious thn.t such c1cci ions have an important bearing on ma:ny 
aspects of American foreign policy, espech'lly if occasions odse for the 
termina.tion of oid. 

'Westel'll GermILny will present many sl eoin.l problCln" whot-hel' 
... '\ mel'i cn.n economic operations th ere are integl'fl.ted with the pL'ogrn.m 
worked Ollt fOl' th 16 EU1'OP un countries 01' merely coord inated WiU, 
it. The situfLtion in Germany cliffers, however, from that in the otllel' 
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countries because there is no sovereign German Government with 
which to deal , Itne! dll'ect opetations a l'e therefore iJlVolvec1, These 
ol?erations are compliclLted by the fact that they need to be coorc1i nn,ted 
wIth the openttions of the other two occupying powers, Grcat Britain 
rule! France, 

Two things are evi lent from this brief outline of the nature of the 
p rogram: First, the admill istl'ativo task is one of extrnordiJ,ary ma~-
11l tude and cOInl)lexity, l'eql1idng tUl IUl USUal cOIl".tbil1atiion of experi
ence, skill, llne!]ue!gmentj llnd seconcl, it is neitl,er a purely bUSlllCSS 
job nor a purely <Yovemment.! operation, but It mixture of both, The 
problem before ilie Congress is thus to create ae!ministl'lltive machin
ery thut will in 111 '0 an effectivo c.LTying out of the business . spects 
of the program in proper coorc1ulation with the requirements of our 
domestic economy and at the s.me time promote to the f ullest possihle 
extent the nttainment of the Nlltion's foreign-policy objectives, 

PART 2, OU'l'S'l'ANDINO IssUES 

The majol' issues tbat the Congress face ill determining the char
acter of the administrative llrmngements for tbe European recovery 
pl'ogrllm lui e both f l'ol11 difl'cl'ences in eval ua.tions of tusks to be pCl'~ 
IOl'med and from varying intcrpl'otatiolls of the results of the admin
istl'iltive experience of the Govct'nmcnt, especj~\ny during and sll1ce 
the WU I', in administering si!rul lu' progl'tl,ms. 

Desp ite these differences, cunent Pl.'oposlt1s for a,dministerulg tb" 
progl'am seem to be i.n agreement on the following POU1tS: 

1. A new a,qency,-Prim.ry responsibility for administering the 
progmlTI should be lodged in a new tempo"tu'y administrative agency, 
Success of the pro!!].'[lm is so important to the national well-belllg of 
the United States that tJ' e organiztltional arrangements fo,' the agency 
should be design d to attract men of out.stun !iJlg ability to the Gov
ermnent for service in it. 

2, The need for fleroibility ,-The unpredictable situations that may 
hnve to be f"~e I nnd the s!,ced tltn,L is nece .. Rllry in ca rrying out the 
progmln Jf It 1S to be eJfectJ ve, reqtllre that n large degree of financial 
nnd admjnistl'tltive flexibility should be inbcl'eJlt in any organization 
that is established , 

3. O"ganization ab,'oad,-The operntions requi red in Europe are 
of such primary importance thn.t an overseas organjzation wi11 be 
es.~cntin. l . 

Beyond these areas of agreement, however, lie mallY issues th~t Jllust 
be resolved in prescribing tho udm in istrntlve arrangements fot' the 
progmm, Some of these must be eletel'mi" el by the Congress, Others 
may be left for latel' fldministrtLt i ve determination, provided tbat the 

ongl'ess Jays down the guiding prhlcip les. The issues OUtlU1Cd in 
IJ, is section do not comprise nil of th many is ues that must be faced, 
But they "ppen,' to be 0 ·( key importance in determi lli ll~ the chamctel' 
of th ad mini tl'lltive nr l'llngemcllts tha t should be estaolished, 

To lal' ify th problenl and shn.rpen the d iscussion the main nlteJ'nn
tive that Illwe bee.n proposed for the solu tion of t hese oUI'5tllnd ing 
issues are presente I below, For ).lUl'POseS of discussion, the issues al'l> 
grouped into three bl'ORd catego"les: 
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(1) Those relating to tho status in the Government of the new 
"geney, especially its relationship to tho Dep,,,'tment of State, and 
tho ol'ganizational f01'111 and structu re of the [l<Tency; 

(2) Those illvoh' cl in the ass igllment of a~min i st l'ntlv·e l'espo l'Lsi
bili ties for lhe executi on of the prog",,,n; and 

(3) Thoso covering tho fo rlll l1nd responsibilities of tho overSeaS 
()l'~n ni zlltion fOl' th e progrull1. 

Conc]u::iions with respect to these vnl'ious issues are l'eserved for 
part 3 of this repo!'t, 

I. STA'l.'US AND FORl\! OF 'l'IlE N I~W AGF.NCY. 

Although thel'o is general ag l'eement tlin t lhe Cong L'c should 
estahlish a sin,gle a~ency t hat would be prim"rily responsible for 
ndmillj st cl'i l1~ Unitc~ Stutes aid for a EU l'OPCUll recovery l)l'ogrnm, 
there a!'e wiae diffel'Ollces of opin ion 01\ two points: (1) T le status 
in the Government to be given the new agency; and (2) its organizllw 

tional £01'111 and stl'llcttll'C, 

1, Status of tliene," agency 
There fi l'C \"Ill'yi ng opinions on the dog-L'oO of n.lltonorny to be given 

the 110 " - I\~cncy. llnu thelia :lI'e l'eflected ill CUl' l'cnt PI'OPO, n.ls, At the 
core of this iSfJu" is th e pel'plexing "na impoL't"nt question of the 1'0-

lation bet ween thc ncw ngC'IlCY Hnd tho Dcpmtmcnt of St'nte, Thel'e 
apJ?cflL' to be foul' mnin ulteL'llflt,jrcs: 

(I) A 11 woo-olley wjthi n tbo Depnl'tmcllt of Sta.te internally 
autonomous but iJ irecLly subject to the " uthority of the Secrctnry o'f 
Stnte, und the head of it I'"uking with, but "ftel', Ihe U nde!' 'eCL'etll!'y 
of tute; 

(2) An nITency separll !c fL'om the Department of Stute but sub
ject to I he ~i rection and contl'ol of tho Secl'etllL'Y o:f State in all 
matters nfl'ecting the conduct 0'/ fore ign policy; , 

(3) A "separute" uO'onc), in tbe executive bl'Ullch of the Govel'n ~ 
ment, subject on ly to tF,e chl'ection and control of tho PL'esident in his 
role os 1'110 Chi ef Executi vo; I1nd 

(4) An "independent" agency, independent in tho sonse thl1t it 
wou.1d be lnrgely f"ee fL'om the contro l of the Chief Execu tive, as is 
the cnso with ml1ny of the Government COL'pol'l,tions "nd of the in
dependent agenc icf;; and commissions t.hat perform regulatory or quasi
judicil11 fun tions, 

Creation of an internally Hutonomous ag ncy with in the Depn,l't~ 
ment of Stnte and directJy subj ect to tho nnthoL'ity of the SeCl'et:"l'Y 
of Stnte wou ld, it is fil'gned, clarify once nnd fol' all tho relntion 
of the hend of the new agency to the SecL'etaL'Y of State and in this 
nUlnne l' wou ld insure unified action jn foreign policy tuld fix ac
cou ntabili ty both to the P residen t find to the Cong L'ess, Agninst this 
it is argued that the proposal would impose on the ecretal'y of SUlto 
responsibilities fO I'l)l'OCl1remcnt, allocation, nnd delivery of goods !lnd 
servi ces that would inject him int.o dOJnestic l1 gl'icul t.ul'u l, inc1usLl'inl, 
alld finl111Cil11 p roblems extending f,,1' ueyond the USUM responsibi I i t ies 
of the Department of State, 

The I1ltemati"e of sepltrating the agency from the Dep""'lment of 
Stl1te and subjecting it to the diL'ection and contL'ol of the Secretary 
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of State only in matters atfecting tI'e conduct of for"ign l?oli cy would, 
it is claimed, c ncentl'ate in the new agency ali the f unctulns relating 
to c10mestl c and fO l'eign opel'Rtions of proclIrement and delivery that 
are of n. business J1fLtUl'B, and ]ei\Ve only the :foreig n-polic'y nspects of 
the pl'o"ra.m subj ect to control by the Secretary of Stute. On tl,e 
other hand, it is argued tha t the division of autbority un del' th is pro· 
posal woulel inevitably lead to aclministrative conflicts between the 
head of the new agency and the Secretary of State, which the Presi
dent ultimately wOli ld have to settle in his role both as the Chief 
Executive und as the oflicinl charged by the Constitution with the COll
duct of tho foreign relations of the United States. 

Tho Cl'Cn.tiOll of (1 sepa.rate agency in. the executjve branch o:f the 
Government subject only to tb e lirection and control of the Pre 'i
clent would bave the great n ivant.a!!:e ,it is claimed, both of insudng 
centralization of responsibility ancl unity 0'( admin istration nnd of 
giving ultimltte Itutbol'ity to the President in his cOl1sLitu tiona I rol e of 
responsibility for the conduct of United States foreign relations. 
Aga.in st this it is argued that this proposal would lead to g l'eater 
n.clmini strative conflicts than in. the pl'cv:ious alternative, ~jl1 ce the 
1cgislntivc eli vision of responsibili ty would be g reater with the con
sequent risk Ot imp"il'ing the prestige and n.ntllOl' ity of the Secretary 
of State as the usual pokesll1all for the United States in fOl'e ign
policy matters. One CUI'I' nt proposal seel,s to meet thi s " l'gul1lcnt by 
mnkin,Q' the Sccrab,,·y of State a member of the advisory bon I'd to the 
hen.d of the new fig ney, the boned havjllg t.he J)OW('l' "to estnbli 'h ftncl 
nc1j fist g'encl'tl,1 pol iciesh fOl' the agency. 

Another atgu ll'Icnt made ngnhlst the Pl'oposnl fot' n. sepl1l'n te agency 
ubject to Presidential contl 'ol is tha t such "n agency would be 1110re 

susceptible to "j)oliti cs" in its administl'ntive opel'n.tions. Establi sh· 
ment of un "inc ependc.nt" agency wou ld , it is cln,lmcd, ove l'como this 
difficulty by placiJl g the agoncyin the position of being nble to per
form its functions in a l1onpul'tisnn fnshion nnd thu s to eliJ'nin atc any 
suspicion of "pol itics" b1 its operations. 'The. counterargnment, how~ 
eveI', is that it might in fl'eet remove from P l' sidcntial cont.,J'ol on im· 
portnnt part of his constitutionrtl 1'0 ponsibility fOl' the condu t of 
t he foreign rolatioJ1s of the Ul1ited Stn,tes. A CUL'l'Bl1t prOl?osnl for 
fin "lndependent" agel1CY would meet this objection by l'eqmri l},H the 
"estnblishmont" by the President of the "progl'llms o~ U11It.ecl ;::,t",tes 
n.id to f oreig n countries, and policies in cOllnection tller w:ith" that the 
agency would have to follow. 
i1!. O'·gani.ational form and st','uclnlll'e 

The issue of what form nnd strllcture to ghTe the new agency has two 
princi!,"l aspects: 

(1) The choice between 11 corporate or " noncorporo.te form of 
Ol'auruzation . and 

(2) The Ci'0ice between direction by a single administrator 01' by 
:1. board 01' cOlnmi s,'3 ion. 

The two questions are dealt with here independently of each othel' 
becHll se there It!,pe",rs to be nothing inherent in the corporate form of 
organization to require It board instead of a single "dministratot' to 
heacl the new agency. In fact, one current proposal is for a corpol'll-
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t ion headed by an ndmin i tl'f1 toJ' . imilal' ly thero ltppeal's to be 
nothing inJ'l crent in the nonCOl'pOl'fl.te fOl'ITI to req uire a sing le ndm in· 
istrator instead of It board, 

The principal ach-antages cla ime 1 for the co"pomte form of or"an
ization fire twofold: F irst, that it would have g l.'e!1t financial and ad
mini st r>tt ive flex ibil ity because it would be free from the nOl'lll,,1 GO I'
eL'llmcnt regulat ion ' relating to procurement, personnel, and n.l1diting; 
and second, that it wou ld be morc "bu iness-hke" bCCftll e it could enter 
lJlto contracts, slie and be sued, settle clai ms ill its own name, Ilnd in 
general use ord inary business Jinandnl controls fi nd pnt.ctices in t\ 
program that is essentially of a bl1sine s chamctel.', Against tltis it 
l S argued that the administ rative and finan ci111 flexibili ty of It co rpo
rate form may be obtained in the noncorpol'tLt.e fOI"m by ~i\'ing the 
new agency t...he necessu l'Y exemption fl'01Jl tho pl'ovis,ions of law nOr
mally govOI'n ing pt'oCll l'cment, personnel, anclnucliting, It is al'gll~cl 
llll' ther tbat the busiM s analoNy shoul d not be pushed too far be
cause that would be plfLCing un ·Ftle emphasis 011 the business f eatures 
at the expense of the fOl'ei ~n poUcy and othel' governmenl'al features 
o'f the program, 

Rcgflnllcss of wh ther the new agency 'was of tho corporate OL' nOll
corporate forn" it is cJnimed that with {I single adminl stratoL' Ht the 
heled of it the central ization of contl'ol ll ncl rcspo nsibili ty fo r opera
tions lmclcr the EUl'openll l'eCOYCL'y pl'ogl'llIl1 wou ld be assured and 
the rapici a.lm;ni trative decisions that will be l'equi red could be 
made, B ut ngainst this it is n rgLied that to much POWCl' would be 
concentrated Jll OM ind ividual for the large financia l outlays and 
for the bn 'jc policy decisions that wi ll be required und r tl,e program, 

To leal with th is latter point, it has been propose I that the Con
gress should create nn ad ,,; 'Ol'y bO[J.rd to the administrator with 
powel' to estnblish and adj ust geneml po licies, but with the clear 
understall(ling that the operating decisions shall ld be made by the 
helld of th new agency, rrwo sepat'ate ul'gumen ts, however, are 
mude !Lllainst th is pl'oposal. Fi .'St, it is clai med that Congl'ess should 
not estnDljsh such" body by lltw but thut i£ expel'ience inclicates that 
tho uclmin istro tol' woul d benefi t from the adv ice of a con nltutive 
body it coulcl be estublished at any time by Executive orde.', Second, 
it is fl.t'gued thn.t on advisory board is not ell ug h llnd thn t the con
trol of the operu tions should be vest'c i ;n n bipa l'tisan 01' nonpn.l'ti
san boo t'd of privnte persons, possessing tIl neCCSSll l'Y busine's 
experience, judgment. fUHl managm'in l cnpnciiy to nchic \re the mflxi~ 
mum be.nefi ts of which the p l'ogram is capa bl e, TJ, is would aSf:ILI l'e, 
it is ch.imeci, bl'olld l'ep.'osentation in the cl 'term ination of t he pOlicies 
and opol'ations of the new agency ond tl.1l,IS would assist in maintfti n ~ 
ing pubtic conti lence that the progrllm wos being c[t,l'ri ed out in 
the h st jnt rests of the coun t l'Y ns a whol, Agllinst thi second 
typo of fl t'gUII1Cnt, it js clni med experience hil S shown that the bon I'd 
type of organization is unwieldy, whi ch mil itn,tes agnin, t l'ap id 
operating decisions Il nd f1exibility in it lrnin istrntion , Publi c con
fi clence in the opel'atio ns of the ne\\' age:ncy could be insti lled, it is 
argued, by th e cl'eat ion of Ull advisory gt'oup consist in" of repre eu
tatives of the public, bu sinesA, n.gl'icn ltu l'c, nnd labol'l on lines simi lar 
to the group in the OUice of War Mobilization and Recollvel ion, 



8 EUROPEAN RECOVERY PROGRAM 

n. RESPONSInlLITY FOR THE EXEcm'lON O}>~ 'l'lfi: pnOOUI\l\f 

Tho issues l1rising out of the assignment of geneml responsibilities fo r the execution of the p,'oO','am cen t.er aroUlld seven princip"l points, Fi l'st thore is the question of the "dmini strl1tive determi",.tion of broad programs and geneL'al operating po1icies~ all within tbe f l'amewol'k of the over-nil lilllitn tions on European [tid })l'OSCl'ib d by the Congress. Closely l' lated to this ,tl'O two other issues: The negotnttion of n"reeIllents with fOl'eign governments; and the control of the f unds thllt nre mllde available for tho program, Next are foul' issue, directly connected with fltci utnting the procllrem nt and delivery of Unite,l States aid; detcl'm inntion f the methods of finrmcing; the mannel' in whjch the services llnd frwilities of existing Fedcl'l1 I flO'cncies nrc to be utili~cd j the admin.istration of export controls; and what respon ibiliti es, if any, the nc'w ngency is to hn,ve in l'c1ution to other foreign-aid peo· gl'Ums und rtak"n with Un ited States f unds, 
All these issues must be viewed in the light of the genera lly agreed opinion that finnn cini Itnd a ]mjnj -tl'utivu llexibiljty must pl'cvn il in tho executi on of the p1'og ram. 

1, Broad programs and general l)olicies 
Important J;?l'oblems urise because requi,'ements for United States "id undel' the EUropean recovery progl'U'Y' must be fitted in with United Stutes expol'ts to othel' pn.l'ts of tJ1l' worlLl . Exi~ti ng: ngen,cies of the Government, espeeilt]] y the Departments of the Tl'easUl'Y, Commerce, Al!riclI Ittll:e, InLerior, tabor, the Nationn 1 M'i litnr~' E stab lishment, and the 1t1f1l'itilne Comm is 'ion nre concerned with the Impn.ct on the Amerienn economy of foreign requirements fOl' Un ited Stlttes espOl'ls, Some of these departments, h1 addition Lo the D epart IfIcnt of St.ate, also ha ve an i ntel'est in Wle foreign fl spects of lhe problems, flnd the overan decisions of n f~tion:ll policy thn.t COlleCt'll Re\'CI'a l clepnt-tlllents may ultimately require Presidential decision, 
Thi s issue has three principal feat IIl'es: (a) The agency thfit should, In the fir. t in tnnco, be responsibl e :for initiating and sp'onSOl' ing pL'O~ gm rns nnd Opol'lIting policies for EUl'Opcn.l1 Hid; (b) the extent of the pnrticipat.ion of other F lel'n! ngencics jn the fOl'mulating process' an i (0 ) I'ho mechrmism lIeeded to il1sure CO l'clinntion of EUl'opean aid with other domestic lind foreig n policies of the U nited States before finnl nppl'ovnl is g iven. 
1'hol'o are two I11l1ill proposals for the flgency thnt is to in'itil1te and sponsor the program and policies : The new agency that would be estltbJi shed to a hnHl lster the pJ'ogram j 01' UJlOthcl' agency, often suggested as being one that would be a p,,,t of the office of the Prosi lent, Proponents of the plnn for using the new agency for this ~urpose "rgue thnt unless the "geney pr.illci pall y rosponsible fol' a Immisterin" the aiel is aJso l'espons ible for ini tiating pl'O!lTflmS find poljcies for it, administ l'ltt ive confllsion js 8ure to result. 'tho. 'e who fu.vol' using a small, contl'a J plnnniJlg arO'cncy chlim thnt the problem is ] {u 'r'fc r than developing progrnm aile poli ies for EUl'op ·n.n n,ic1 , and thl1t an over-a.ll ngcnc,Y would maint.ain the impartia lity tha t i require.d. It is iml?licit ill all the major p"oposols that while prima,ry responsibility for lIl itiuting ane! sponsoring prograllls and polici es shoulc1rest 
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with one agency, the la tter woul d have to estlLb1 ish relations at the 
wodd ng level wlth other agencies conco!'n d. The u.dvantoges of estab~ 
] ish ing these interconnections Ut o obvious. An y coun tO L'fi l'O'umcnt 
woulcrhave to rest on the n slllnption that the single lv'rency cOl~d titke 
1)ole responsibility fo l' al l oconol11 ic activ ity in th l foreign and domestic 
fields. including even the detet'm ination of the uva iiabiUty of com
modities for conswnption in the Un ited Stutes. None of t he current 
proposu1s has gone as far as lh is. The crux of tho aclminjstl'fltive 
problem, however, is to determ ine the rn ccho.nisll"l for giv illg wei~ht 
to the views of tho different agencies, und fo l' I'CSOlVlll(J' con1:l.icts D -
tween them, in estn,bli shi ng the progl'flms and p licies'lor European 
ai d. On the one hlLncl it lS ar gued th"t the uul"i lOrizLng leg isl".ti on 
should p rescr ibe thi s mechnnism in clet" il anel clearl y fix respons ibil i
t ies auel pro 'ed ul'es. Against thi s it is fl l'g ll d that to do so would 
reduce administrat ive fl ex ibili ty, cspeda lly since most of the CUL' rent 
p ropos .. Is Hssume that the Pre iclent li S Chief Executive would be re
sponsi ble in the fi nn 1 a nlllvsis for resal v i ng con fI i ·ts it l1]ong tlle ngcn
Cles. Thcl'e'fOI-e , he should, it is chlimeci, be given the fTcedom to 
estn bl ish SUei l new procedures u.s he m lly deem necessary, or to conti nue 
t hose now i n, exi , tence. 

ft . IV gotiation 01 agreem.ents with ta,·cign co'unt"ies 
'This issue depends hu'gely on tl lC ]'elation that is to p L'evn. il betw'cen 

the new agen cy and the D epartment of State. It unses p rincipall y 
with t'espect to the basic and sub id ial'Y agreements with pa l' ticipating 
European 0'0verlUJ1CJlts, but to some extcllt it n Iso nlFects negotIU.tions 
th at ll1 f1y be req ulred w ith nOIl-El1l'opean govC!'nm nts con e rning 
tho pl'ocurement and fi nancing of "ofrshoro" nssi Lan e. T here 
appe" r to be three possib le solutions. P ri ml1.ry t"espon ibil ity iOt" 
ncgoLifLt ing the aB:l'ecments might be lodged by legislation in (a) the 
now ag nCy, (b) t il e Depn,-tl11ent of Stnte, a t" (0) th e P re. ielent . 

No proposal so fa r macle Jodo-es compl ete reB ponsibil ity in the 
new ng ncy, an d the n.q:rul.11cnts reteol wHh tbe dC(Yl'ee in which the 
P t"esi lent 0'· other agencies shoul d participate. '111e proponents of 
,pl llCillg mtLxilUUJ11 l'('snon ibrl ity w]th the now agency al'guo thn.t 
1t is llccesslu'y to fL~ rcspollsibillty for these negoti ittions where, f rom 
tho Pl'llCi icfl I poi nt of vi cw, t.hey belong, namely, in the ng ncy chorge ] 
with the sllccessfu l opcmtion of the pl'ogrfll1'1, Th Il'lni n counte l'
argument is that t.his wou1d remoVe the pl'imul'Y l'esponsibjl ity frol11 
the plnccwh re it con titution!l.l1y belongs, namely, wtth the Presiclent 
or, by hi s clelegat.iol1 , with th Sect"etn t":y of Stll.te. 

To justify placing responsibi]jty wl th the Sec,·etat"y of Slute the 
fu r ther " rguments nrc aeleled that this is necessa ,·y to avoid the risk 
of hltving two fo '·cign policies, ond that only the basic ag,·eements al·e 
to be negotiated by tll Depa l"t ment of Stllte in consultation with the 
new ngcncy, the lnttet" being f ,·ee to negotiate subseq uent subsidia ry 
Og"l' em nts in consu1 tu.tion ",it'h other appl'Opl' in.te ngencies. 

Finnlly the argument is nelvnnceel fOl" pln cing the responsibili ty 
with the Presiden t on the ,ground that fro m the constitution"1 8tono
poin t that is where it IC(T,Ll ,y belongs. On the other hanel , i t is point·ed 
out t hat since the P, ·es i~ent will in pract ice del gnte th is au thori ty to 
t be Secreta ry of St".te or some oth er offi cer f t11 e Government , t his 
fact should be r ecogn ized in Im mi ng legislat ion. 
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8, Oonl"ol 01 the fund. 
Administrative control of the funds that will be appropriate I for EUl'opean aid j,. especiaJJy impo l'tant iTom the standpoint of determini ng the ov r-nll pl'og l'tun ' and pol icies to be foll owc I. The ni ternntivQs t.hut luwo been pl'oposed Ol'e Lo vcst contro l in (a) the new agency, and (b) tho P, 'esidcnt. 
Tho Rl'gnment nc1vnnccd f r vesting conlTo] of fil e fund, in (l-lC now ngency, tl11'ough dil'c t n,pprol'l' ia.ti on to H" is tha t ccntl'id iztliion of respoll ibi li ty und nccounhlbi it.\' for the operH tio ll S of th Pl'ogl'otn would thel'eby bo inc l'ensed. Aga inst tlti · it is argued t.h ll.t the contl'ol of th o f unds ~hould lio with the Pre itlent through direct "PPL'ol rin tion to him becall ~e ot licn\'i se cxp nditul.'e mi ght. be mnc1e in!1 mnnner detr imenl,,'! to U niteel Stales fOl'eign relations OL' too late ncleqLllLtely to further thelll, In the hitl er possibilily, the question woul e[ arise whether tho new agency, if givell exc lus ive control. would at any time be inYllcl ing the constitutjol1n I PI'CI'OgHt ives of tho P J'csicrent. 

4, Dele1'll.il1atioll 01 11l.el/lOcis of fi,lIanring 
Th o fUllcll1lllelltu i quesljoll undel' this iBSliC rof OL's to the choice betweell tho altel'Jln.t i,'cs of (a) stl'ict congJ'essi ol1nl onteo l th rough legislnti "e definition of Il'Icthoas to be used, and (b) le,,,,ing d iscl'et.iOIl to tho. new ilg lIey ill tho illterest of a.clmin islru.t ive ftex ibi li LY. It is ar(iLled t il at thero should be a clellL' dcl imitllli on of iunctioliS bet..ween U'lC now agency lllld the Export-ImpOl't Bartk, and t.hat the responsibiliti es of each un cleI' tho EUl'opean-aiel pl'ogl'l\ll1 hould be fixed by 1 gisllltion , Ul'L'ent proposals would give to the new agency th e pI'IIU''''y function of administeri ng only that part of the aid progl'am, cons isting princi pn lly of food, fuels , [tn 1 ferti lizer, tlHlt lllust be, fol' the most pa rt, pl'o vided in the form of grants, and would aSHign to the ExpoL't-!mpoL't Bnnk the respo nsibil ity fo1' all lonllS coveri ng com mo(hties to be pl'ocessed a.nd ccrtui n types of specinlized equipm ent, This would be dono on th e II ssnm pL ion that the In ternnti na 1 BfiJlk would pl'ovide th e ncce, Sftl''y 101111 8 f I' c'lpitn] expa.ns ion. I t j s c1n.imed thn t in this WH,)' confu, ion would be nvmded that m i ~ht J.'csu1t. from f1 l'nnUng in the form of lonns ndvan c s tlul.i arc in reality g l'fll1tS, and UU1t fl careful i\llcll'ig- i:t distinct. ion b tween the. two would enCO lll'Uge the flow of l)l' ivntc in\l'cstmcnt by elimlnH,t ing fl'om the obli ga,lions of the recipien t countri es debts tlmt had not beon inclll'l'cd with any genuine expectu.tion of l'epnynwllt. . . On the otheL' hnnel. the mftin argument "dvanccd for le""lOg d,sc l'eti on to the ngcllcy in this irnpol'tl1nt mnLter is that the I l'ogl'ft,m as it develops will change considerably the needs foL' fina nciJlg particular commod ities to p'tl'ticuln ,' destinations, An attempt to defin e bcforelu\nd mel'hods of finnn 'ing by types of assistance would prevent the new 8clministrfl.tion f t'om varying the method .in a.ccordance with the chnng ing eil' umstnnces in the I'ecipi ent CQt1lltl"i es nft'octing their abili ty to mnke poymont, It is nlso fLrg l1cd th nt, withi n the]oan category ot nssistnncc, til l'e .is need of cons idel'nble flexibility with a view to taki ng advanlage of nll opportunities to enlist privl\te capital, including the financjng of l'frW matm·j ols und equipment necessn.L'Y to expand the opemtion of exi ting EUropean productivo facilities, Furthermore, it is pointed out thll t in the absence of legislative definition of methods 
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of finoncinO", the Congress would sti ll reta in lL generol cont1'o\ over 
de\'clopi ng the pr0S-l'lun becfl.u e of t he necessity of ma ki n O' nnnun.l 
appl'opriati ons. F " la ll y, it is cln"lmed that d.isc,:et ion and rfexibility 
in tho ad m inistl't1ti n of lho aid ou ld be combi_ned with legislntive 
eli "e tion to consul t wiHl the ~fltion a l Ad" iso ry Coullcil alld to mllke 
use of .exi sli l~g ogcllcies, f ot' .th fHIl'pose ?1: i nteg l' Hti n~ the ,fiJHlIlcial 
ope l',ltloIlS 01 t he progrnm wit h t 10 established mechnnn::l11 s for dete l" 
rnin il1f! the O\'Cl'-IlJl in tc rllntionni mon etary nnd invest lllen t poli (;y of 
t he un ited Sta tes. 

15. Utilization of eW;Jti"g Fede"al agencies 
Existing ngcncics nre n,1t'cttdy pol'fol'lnlng important fun ct ions of 

the type invo1ved i n the p l.'ocurement and deli ver y of aid to E urope, 
especi n lJy the D ep,wtments of the Trensmy, Agriculture, I nterior , 
Commerce, Army

6
the Omce of D fense Trallsportution, and the Inter

state Com me J'ce 0111 11'11S810n, 'fhe alternn.tives are (a) to m:lke the 
most of these "''' isling agencies, r (b) to combine all the necessary 
functions i.n the new agency. 

The aJ'g nment ndvnnced fol' IIsing: 10 the gl'co l'est ('xtent practicab le, 
existi ng mnch ineJ:'y as jt stand j lhn.t to t ron fer stuffs find flillct" iot1s 
:frorn exi stil1g agencies to the new agency would not on Iy I'Cq ll il'c dr astic 
cbung in tllC pCl'lllnn ent udmlni st l'ntivc depnl'tm C!n ts fo r a put'[ 080 
tho t ,s.only tem porl\ ry, btl t would a lso seriously affect the efll e,eney of 
oper a tions ~enl'ed, as the)' clIrrell tly I1I'C, l t he fr:lJ)leWol'k on(l COOl'

,dinntcd opel'ations of their l'cspcct iyc ngcncies, On th e othm' hnnd, it 
; ~ n.t'~He L1 t.h llt IIllle!'s th ese opcl'ati ol1 :-; wcre to be IIt ilized by tl'[lll sfcr~ 
J' ing then l to the inllnedi at(\ direction Hnd contl'ol uf the ncw Ilgency, 
thct'e wOll ld be not on ly px l' ensire <illpl icntioll bel'" C' 1l the st:IIE Hnd 
opel'Htioll <; (I.f the new :) genc.:y fln rl those of existing ngcncil's to t he 
dett' im ent of the pt'ogl'nm, bu t also the r isk of too {.! t'eat n, eli frusion of 
01}(, I'H t illg c1 ecision ~, To rneet.. lhi s Inttcr poin t , it. 18 e lni mcd (hnt mil
e l incl'Y co tt1d be (Tent-cel for the 'entl'nlizutioll Ilnd cOO L'dination o f 
d(>c i ~ i om:;. ~ \. nd the f Ul,thcl' claim is made that in r cspect.. to ::some flmc~ 
tions, s p('ciully tho dil'cction of O\'OI'seas s h ipping, slich machincL'Y 
will hn\'c to be c reated l'cga l' H ss o r. whethe l' t he fu uct ions nrc It llo \\'od 
to rema in in ex isLing ngencie or nrc t"rnllsfCL'l'ed to the new a(Tency, 
6 .. .ldmini8tl'"lion 0/ oaJpo,·t oont"0/8 

pecio l importa nce attaches to th is issue becHII !=ie of tho \\' l' ld-wide 
"unge of n ited Stules exports. The nlter ll tltives P"oposed o,"e : (a) 
To t'ctain the: pre ent n.lTlIngcmellt s; 1l11c1 (0) to tl'ClllS fe l' tho flclm inis
tmUon of th e con tro ls to Lhe newagen 'y, 

Thr are;lIment advnllcec1 f o!' retn in ing the operuti on of export con
trol in t,he DepHl't.me nt 0'[ CoIlIl1'lel'CC, in cons il itntion wiUt the new 
agency Hnd other agencies cOllcel.'l1cd , is t hnt u balance must be st1'uck 
between the totnl l leeds of EU l'0j)ean cOtlntl'ics, wh ich th e n ow og ncy 
will presen t, and t he needs of t I United tales "nd t he rest of t he 
\\Todd, wh ich other u"Bneies will pr e 'ent. In the event of 0. di spute 
b tween t11 0 n ew agency and the DepOl'tme11t of ommel'ce o r other 
agencies, the ttlemellt of it WOU ld, as in other enses, '·. qui r appeul 
to the President ll S Chief Execut ive. It is pointed out t hat i t would 
be n. disadvantage if, by ccntralizing p owers over expor t contl'ols in 
the new agency, the latte,' WitS compelled to >let, us both "cl vocate unci 
j udge in pussing on E uro],oan claims. 
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Tho t! who invor placing in the new agency all responsibi l ity fot' nclmini stering export control s bnse thei1' tl.rgnrncnt pl'll1lnl'il.v on lhe cla im t.hat n.ctminjstl'ation of these controls on an m'cl'-nll ba is by a second agency woul] hnndicfLp t.he rllpid and erncicnt nclministl 'ation of the -E ul'opCHtl L'CCOVCl'y progrnm by the now ngcnCYl sin ce the gl'ente.'t need fot' the lise or eXI Ott controls wou ld atise from the requirements of th aiel program. 
7. 11d1l1.;nistration of other airl ln·og,·a1ll8 

It is generally assumed that the intOl'im-n id program now being admi ni. tered bi th o Department of State will be transferred to the DOW l1rrcncy. Two other major problems l'emuin, however : The 1'0-sponsibility of th e new agency for admini stering economic rehabilitat ion ltnd reconstl'lIct ioH of western Gel'many in the Europea n recovery pl'ogmm, and :£01' oJ1 othel' iOl'cign-n. id pI'O~ l'am5, including such programs as Greek-Turki sh aid ann possible tuturo pt'ogrnms of g l'cnter aid to such al'ens fi S Chinn and Ln.tin America. The Itltot'· natives al'C (a) to concentrate operations s imila l' to or connectcd with those to be pC!i'fol'rnedin the E Uropean program in the now agency or (b) to disperse the operations ,,,"onl! oth r IIgencios. Gel'mnny presents all issne of immecii [l.to find cl'iti cn.l impo1'tance because of its centra] po ition in the E IIl'opcnn economic system. At present th e Del"I"tment of the Arrn~' ·is the responsible operati11g agency, u1thOllg 1 it has been suggested that n civil ndministl'ntion IlH\'y soon supersedo tlm A,.my in ome of its functions. Whatever step is takcn 111 thi s dircction, the Army will still be n~spon si Lle in some I'espects ns the occupation author ity, nnd the need willllrise £0 1' cOOl·d inatlOn of activ ities. 
The. ol't!ument Itdvuncec1 for cen l' e l'jn~ the relevant economic functions 'for Germa ny in tho now agoeney is tl1:\t it would be best equipped to :ten.l, as u pnrt o'f th o on~ l'-all pI'ogl'am, with th complica Led economic pl'oblems of Gcrmnn I'econstruction. Agn.inst adopting this COllrse it is nrguedl:hat the poli tical and military aspects of the Ger

nltll1 pl'obiem :11'0 50 intertwined with the economic tha.t it would be di s· advu,ntngcolis t.o mnke the new ngcnc~T mainl,v responsible for the economic f unctio ns. It is.c lHim ed, however, that pl'ovided there WflS p,·oper con ultlltio11 with th e Departments of Stllte ,w,d Army).. the new agency mitrht 'wellmnke I'equests to the. Congre fol' nid to UCl'Il'HLlly as pat't of ItS O\'C l'· (\ 11 program, 
It is pointed out that the advantage of consolidllthlg the adm inistration of nn athel' programs of fO l'eign !tiel, regn J'(Uess of tyle, jn the ]1 eW ugenc}r is that it wou ld avoid the (lim nlties experience dnrjJl g all :t nfter t.he war from the disj)c) olof pl'ograms among agencies. On tho other 11auc1, progl'ams sue '1 AS the current aiel to Greece and Turkev h:1ve certain military f eatures which, it is Rl'g'ucc1, make it impossibie to a.lmuli ster them on the more business like basis contemplated for the Eurovean-ai 1 program. III the case of possible fu tme aid to Latin Amorlca, for example, it is nrguoe! tha t these military features migl'1t not be present so strongly, and that great n. ivnntnges from the point of vi ew of eener • .] proll"I"llming and .policy as well as oyerations woule! be derivea from comblllulg such future aie! with the European program in a. single agency. . 
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m. 1" IHI! AND m~PON'Sl.B[LI'1·n;S OF 'l'HE OVEHS£,,\ $ QUOANIZI\ T10N 

i\.l lhOl1gh theJ'e is general agreemont that fi n overseas organiza.tion 
wj]\ be require 1 in C01U1cction with the EUl'opean recovery program, 
tirO lIliljO L' poi nt arc at issue: (I) Tho form of the or!;anizatlon ill 
individual cOLlJltries; and (2) the stlltus and responsibllities of the 
chief re!"'esentative for the pro''I'tLln in Europe. Both of these, in 
tlirl1, 1'0 Icet. the bfLSic issue on tIle status of the new a~ency in the 
United tates, especialIy its relatioll to the DepaL'tment ot State. 
1. Form 01 tlLe organization in individ"al 00""t";e8 

There is agreement that special representatives with appL'opriate 
staif will be requit'ed to admin.ister the operations in each Europe.n 
country pm·licip.tin .... in the program. If the decision is mi,de at the 
one extL'mne, however, tlmt the new " .... OlllCy il1 the United States hould 
be separate ill status trOlU the Department of State) the question of 
whether tbero should be it sepn.rnte over. CIl . ol'~anizatlon will be l'nised 
in its most "cute form. On !.he other hand, it the dec i ion is made at 
the othel' extreme, th.t the new !1gency should be wholly wi thbl the 
framework of the Department of State, the question may not appeal' 
so pressing, On the assumption thllt the new agency in the United 
Stutes is sep!1ro.te in status from the Depal'tment of tute, the fo rm 
of the ovcrseas ol'gnni~II,tion wo ul d in hnge measure be determined by 
live decisions Oll subsid inl'Y issues: (1) Procedures to be t1 d for re
eruitill~ and appoi n ti l1~ overse.s personnel .nd the pay and allow"nces 
to b "1\'en thcm; (2) tM llneof responsibility between the new agency 
and the "cl?l'esentntives ?vel'sells for the progmm; (3) whether the 
l'epr entnL lves ovcrsens for the program should constitute n. Sepal'H,te 
mission 01' be consolidate I with existi ng United States diplomatic 
mi sions; (4) control OVe l' commUllicfltions between the J1 CW ngency 
nnd the overse.s represen t'atives for the program i .nd (5) the control, 
if any, to be exerted by the Uuited Stittes IlmbILssaciOl'S over the negotia
tions undel'tnken between the OVCl'SCHS representatives £01' the pl'ogn\m 
a.nd the govCl'JUncnts 0'£ forcign countri es, 

In 01' ler to attmct qualified personnel from the busine s world for 
the over ORS operations, it is claimed that the head of the new agency 
should be free to en .... age a staff with the necessury quo.lifica.tions WjtJ,
out being unduly rostl'icted by l'cguJntions govcl.'ll ing appointments 
nucl pay of Foreign Service reserve 0111cer5. On the other side it is 
Hl'gued tllltt to use such l'ccl'uHment and appointment procedures with· 
011t l'eglll'd to those used by the Depal'tment of StIlte .nd to provide 
grea ter plly nnd privil eges fo r the specinl persOll1lel than the FOl'eigll 
SC' ITice ofli ccrs nl'C now J'cceiving would be disl'uptive of, and de.moral. 
izing to, the exist-ing staffs of Amel'icall mission abl'oad. 

Specinll'E>pl'csentatives for the program in the individua.l countl'ies 
c011ld report eith L' di rectly to the head of the new ngency or to him 
1'11l'0ugh ti, e nmbnssado l' 01' the Depnl'tment of Sta te. U ni ty of !w
thority ~ndlldministmtion demand., it is al'gued, tha.t the specinlrep
l'esentlltlves should report to tile head of the new agency. On the other 
hand, it is argued that unless tllese representntive reported through 
the amb.ssador , there would be bound to be luck of oOL'dinatiou and 



14 EUROPE AN RECOVEHY PROGRAM 

even con fljcts between the nmbassndol' and the. speciu,ll'epl'C entuth·e. J to tho detriment of United States interests nnd objectives. The 1l 1'S'ument in fnvol' of maintaining n. special mi ssion fol' the l)l'ogl'nm lJl each country is that the ol'O'I,mization must preserve its own Identity fat' e(ficiellcy in fitt ing its work in :incli,'idual ('oli li tries into the netwol'k of opol'ntiol1s l1Jlclel' the program. B ut it is nlso poin ted out on tho other side that if th is mi ion were consolidated with the crnbassies
1 

certain aclvl1.ntnges \V0111cl be obtn,ined from closel' l'cln.tions between t 1e staffs nl1d fro m the joint use of e"vices and facilities. A. middle ~l'ouncl between the two has beon suggested ]1) providing that tho head of the now agency orgallization in euch inclividunl COlmtl'Y, even if th n ol'glllli:ml'ion .i s f\. sepal't)le mi sion, should have direct acce s to tho ll.mbussndol' n an e sentifllI'cquil'cmentin dupl icating in the fi ld the o.feljua rels that would be estllblished in the United Stntes to protect foreIgn-policy objectives. The ambassador on his part . houlel be informed of all a.ctivities of them i sian. 
An acute question js rai scd, howevel', regnl'djng the control of cornln llflicfl.tions between the l'Cpl'e entu.tives in Ule fieldnnd the new agency in the United States. On the one hanel , communications between the t wo could toke phwe without any provision thllt the nmbllssador 01' the Department of Sto.te be informed. 011 tho other h[\l1cl, nn such communicati ns coull be subj ect to the coml)lete control of the 1<111 -bllsso.dor and the Department of State. Agalll 0. middle g l'Ollll d that has b en suggested would be that of the ambassador hnving access t<> a.1l COmlTIlIlllcatiol1s bctwe n. the speciall'cpl.'csclltntive in E-ul'ope m:" .. t.he new ngen y in the Unit.eel tlltes, This procedu re. would not, l r, .is claimed, pl'event these representatives from comm unicating: c1il'ectly with the bead of the new agency but the ambassador would haye t.he right to commen t. ancl\ if necessal',Y, register objections ITom th e sttlndpoint of for inoll po icy before action WflS taken. 
Negot:ia.tions an{f di sCllssions between the special representatives f or the progmm and the foreign governments is a problem si milul' to the nbove. It has been oro-ueel t.hat snch negotiations sllould not be subject to the control of tITe ambassador since operating problems wonld be f or the most part involve t. Agai nst this, however, it is claimed that it is elifHcult to distinguish in such d iscussions llnd negot iations b tween policy and technical matters. A compromise between these two views has been suggested by givh1g to the representatives of the new agency the authol'ily to conduct negotiations with representativC5 of n f oreign government, while keeping the course of negotiations subject to comment and objection by the umbossndor os the ch ief representative of the United States Government in tbot country. 

13. S taw s and responsibilities of the chief "epresentatilue in E lllrope 
There appears to be general agreement that the chief repI'esentative should bove nmbass.idorinl ran k and that he should be accredited to any continuing European ol'gnnizntion £01' admi nistering aid to Europe and possibly be the United Stotes representf1.tive on the United Nntions Economic Commission for EUl'ope. The question remain of th flUlctions to be performed and whether the chief repre entative woul d be made respon ible to the admini trator of the new -agency, to the President, or to the Secretary of Stute. The two questions .re 
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interrelated, but it is argued that whatever the line of responsibility, 
; n the interest of flexibility of administration, the functions and re
sponsibilities of the chief representative should not be too closely 
defined by legislative em,ctment. On the other side, it is argued that 
~xplicit legislative provisions should be made on these points because 
of the importance of the position and the heavy responsibilities that 
might be l1lVolved. 

The principal point at issue in ]·egard to the functions 0'1 tbe chief 
representative is the extent to which he wi U have the power to direct 
the operations of tbe special representatives for the program in the 
incliv lcluoJ countries. It is ttrguecl that he should be g-i ven consider
able power in this respect in oraer to provide a focal POlllt of adminis
trat ive authority in E urope. Again st this the al'gument]s mn.cle thnt 
it might cut across the lines of lLutbority between the llend of the new 
agency and the speciall'0pL'esento.tivcs in jlldividual conn tries n.s well 
as confuse the relations between the new ttgency and the Department 
of St"te. It is c]',imed that in view of the inherent difficulty of decid
ing beforehand the relntive merits of these alool'l1ntives, tbe f unctions 
of the chief representative should not b closely defined by legislation, 
but left to be worked out ill the light of expe,,; ence, although the neces
sity of givi11g hiJn some cool'diJHlting: fu nction should be l'ecognjzed. 

Since the functions of the representative would in any event involve 
him in foreign-policy questions ttt a h igh level, nil argument has been 
advanced for making him responsible directly to the P resident. The 
.counterargum ent in fll vor of malting him responsible directly and 
finally to ,the head of the new agellCY is based on the belief that this 
would contribute to maximum unity in the "dmi nistration of the 1'1'0-

g"l\m, both in the United States and "broad. 

PART 3. CONCLUSIONS 

An examin"tion of the issues involved in til e establi shment of an 
effective organization for the administration of the Europe"n re
covory progmm~ in the light of IUl "ppmisal of Ole coml?lex J1I1ture of 
010 problem IL'''" of the Jessons of recent expori en e, len Is uS to the 
Nnclusions stated below. These conclusions relate to what in our 
judgment are the major requirements f or sLlch an organization and 
some of the main (,rinciples that should guide its establislunent and 
operation. AttentlOll is given only to those aspects of the problem 
which bear clirectly on the administrative ar1'9ngements for the Euro
pean recovery program now under discussion. 
1. Oreation and sta&i!8 of a new agenC1j 

The ma",nitude and specinl character of tile task to be performed 
re<J.ui re the creation of tl new and sepnrate opel'atinO' agency. The ne
tivlties involved in carrying out the progrnm wilf constitute an un
port=t seament of the l.,."er area of tile conduct o·f Uuited States 
foreign ,.efations, for whicll. the President is res),onsible under the 
Constitution. These nctiviti es will have a heavy Impact on the poli
cies and operations of other departments and "rO'encies t bat deal with 
domestic affail'S under th e direction of the Chie Executive. The new 
agellCY could function effectively, therefore, only if it werB to be mnde 
an integraJ part of the executive bnlJ1ch of the Government. 
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To place the new ""'eney in tl'e Department of State would impose upon the Secretary of State responsibility for" wiele range of activities in the economic and business field. H owever, because of tho responsibilities lodged in tl,e Department of State with respect to the formulation and execution of foreign policies, it is essential tl,at its position be adequately safegual'ded. 
Hence, " new and separate agency should be created in the executive bl'o,nch of the Government to serve as the focal point of the Ildministmlion of the p rogram. It should function throu~h effective working relations with the Department of State and tne other agencies of tl,e Govcl'I1ment which nre c1escdbed below. 

B. A single administrator of Oabinet stat,,, 
Experience has demonstrated that 'in an operation of such magnitude requi ring speed of decision and centmlization of respon ibility 

£01' policy, a. single administrator is 1'11 0 1.'0 sntisfactol'Y thun a bourd 01' a commi ttee. 
For an effective pedOl'manee of his functions, the admin; tl'ator w;]l need to be given a status that will put him on It footing of equality with tlle heads of the other agencies and deplu t ments of tl,e Govermnent with which it will be necessary for him to develop effective working relation hips. No system of intel'ageJlcy cool'diriation has yet been devised that can escape t he necess ity of fin ,,! "ppeuls to th" President as the superior authority in the event of unreconci led differences between the heads of the agencies involved. It is essential, therefo l'e, in this case to make sure that the ad mini trator will have as direct an "ccess to the Presi lent 11S the heads of the otl,er agencies with which he will need to coordinate hi s nctivities. 

Hence, the l'esponsibi li ties as igned to the new agency and the powers ~ivell to it should bo vested in a sin~lo n.dministl'lltol' who should oe appointe I by the President, with tl'e advice an 1 consent of tho Senate, und who should serve at the President's pleasu re. The rank of th e administl'l1tor sh uJd be the equiv~l ent of a Cabi"et oOicer , and he should be responsible only to tI, e President. 
S. Fo,'", of tA. agency 

The form of tho new a "'ency mnst be uch as to provide sufficient flexibi li ty of stl'ucture n.neT operation and to "ttract outst,mding personnel. If the Congress makes the necessary authorization for exemption from existing regulatio)1s, this is possible whether the form of the n~cl1cy is corporate or llOnCOl'porato. On balance, the noncot'po· rate rorm would appear to be more in keeping with the suggested po ition of the new agency in the executive branch of the Govel'l1tnont on a plane Witll Cabinet departments. 
H encel the new agency should ha.ve a noncorporate form, but the ndmmistl'l1tor snould be exempted n'om .... dsting limi tations on salaries for a limited n umbel' of his personnel ; on pel' diem compensation and travel allowances; and as necessary, on malring contracts and 011 the expenditme of Govenunent funcl. The administrator should maintain all adequate system of accounting 
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and control , subj ect to post-audit by the General AccOlmting 
OOlce in accordance WitJl comme L'cial practices. 

4. Adv;"m-y bodies and pltblicihJ 
Because of the rn.nge of problems illVolved and the fHr-reaching 

consequences of the 1'1' gl'fllll, public con fidence in the undertaking 
will be iJ1c1'e!Lsed if provision is made for the administmtor to Il,,,e 
tho benefit, through con sul tation n.nd advice, of the know ledge an 1 
experience of pl'ivato c'itizens. For the stune 1'0115011, the ill Hest practi
cllble measure of pubUcity should be given to the opera.tions tulder 
the progmm. 

Henc , there should be created an advisory committee or board, 
composed of em illcnt citize.ns of broad t\.Jld va.ded expel.'i nec, to 
be appointed by the Pl·esident. It should be made clear that the' 
commIttee 01' bOH,rd should l10t be vested with ltdministrative 
responsibility, but should 0I11y be advisory to the adnunistmtor, 
who should act ,l$ its chllll'man. The admini trl'Ctor should be 
authorized to set up special ad visory bodies and to consult with 
l'cl?l'esentatives of industry, labor, agriculture, und with other 
pnv(tte citizens. Periodic reports should be made by the Presi
dent to the Congress concel'l'ting the activities under the pl'ogn\.m. 

6. R elations with Ot/WI' agencies 
In administering the program, it is illJt)ol'tant to avoid a split 

arrangement tbat won ld cent.er ft,llthori ty for poli cy deterlllination 
jn Ol1e depnrtment OL' agency anel vest responsihilities for execution 
in another an-cncy. Experience has :tmply clemonstl'il.ied the imprac
,ticttbi lity of aChle\-.- jng the necessH ry nn ity of direction anel admin
istration by that method. Such" concept of odmin ist ration is essen
tin,]1y negative ot' i~t most pCl'Irri ssive in thnt it sets mn,ny limitations 
but offers few directions fot' l?ositive nction, In this cnse, it is essen
tinl to place primary responslbility fo r the formulation of operating' 
policies. and progmm c1ea,r ly. upon the offi cial who "Iso has the re
sponslblil ty for seeIng to thea' execut,on. Only by such concentra
tIOn of responsibility con there be "dequltte coo1'(lin.tion of the cOm
plex consiclel'ations involved and th e strong spon ol'ship that wiU 
be necessary if the pl'og'l'ftm l' qui l'ements arc to receive the fu ll l'ecog
nitioll whie]l t11 cil' met'it wal'l'llnts. 

Hence, tho administmtol', subj ect to the over-"']] authori ty of 
the Pl' 'ident, should be responsible fo t' fOl'll1ula.tinO" programs, 
determining- financial [md material l'cquil'cments, lwd, in con
su ltu.tion WIth the departments tHld agencies concerned, in sul'ing 
the fulfi ll ment of tho e requit'ements. 

In obtaining alloca.tions of sen.l'ce materials and services, the 
aclm iJ1istratol' should proceed in consultation with the depart
ments or agencies that ate responsible f01' conscrving supplies. 
The procedures or special al'l'nn~ements l'cquil'cd for inte l'll~ency 
consultati on and assistl1.11ee in tM allocation process ShOUld be 
prescribed hom time to time by the p" sidellt, in the light of 
experience. These procedures shoul d covel' both domestic alloca
tions and foreign allocations, including coml1lCl'c1!tl exports, and 
should be c"rried out within the frltmeworlt of the .. ,<isting 
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ul'I'ongemcnts for the admini8tl'atlon of expol't and othol' controls involved in the execution of the program. I I I cnse agreoment cn,nnot be l'eached WitJll'CSpcct to the IlUoca tion of SCR 1'Ce matel'in.l s, t he mattor would of course have to be referred to the President, The admini trato,' should have the responsibil ity fo r detol'lninjng what service' of procurement, stO l'ILgC1 transportation, 01' other handling are n cessary to insure deli very of supplies in conformity with ltpproved progrnm , and should be responsible for wOl'kil1g out n.l'l'angemcnts fol' the effective performance of these services, Hence he should determine when supplies are to be pm'cha cd through private t ,'nde facilities and when publi c pI'ocu rement is necessary, He shou ld h"ve authority to enter into lll'l'ltng mants with other agencies for the utilization of their facilit ,es 0 1' personnel in cUl'l'yin~ out these functions, on such torlns as may be mutually agl'eea upon, to pt.'event cluplicn.tion of facilities, to insure ellicient periormance of the necessary 1'1'0-CUL'ement and handling services, and to protect his position as the officia l pri mm'i1y !'est onsible for execution of the p!'ogl'flm, The control and allocation of fllnels\ under the provisions of the legislation , shou ld be t,he respollsibi ity of the President, T he finnncirtl u''l'ltngements to be used hould be the 1'espo.n8ibi lity of the Itdministrlttor, in consultation with t he National Adv ,sory COllncil on Intel'lln t,ional Monetul'Y and Financia.J P ,'oblems, If decision is made to permit the Export-Import Bank to uet as tho ndmini trn.tol"s agent in nl'l'nll~ing lOll,ns to the participating countri , its authority shouleL be Itcco rclingly amended, 
The President should be given autho" ity to tmllsfer to the new agency th ad.ministrntion of any Cl1 LTcnt pl'ogl'ams involving United States foreign aid to participating CO\lIltri cs, The question of whether the administration of uny future foreign-Itid programs should be made the ,'esponsib il ity of the Itew ILgency should be left for detcrminlttion by t he Congl'es as the occasion arises. 

6, 7'110 po.ilio" of the Deparbment of State 
BeclLlIse of the responsibilit ies vested in the Department of State in connection with the C nduct of foreign relations, the position of this Department in the ndmini, tl'fition of the EllI'opean recovery progmm is obviously of paramount importance, The Deportment is virony concerned with 1'1,11 operations WIder the pl'ogl'nm that may affect this country's foreign relat ions and policies, Occasions Ll1uy n.rise in which a choice may need to be mnelo betwenn decisions \U1do,' the pl'ogl'fiITI and 1110l'e general fOl'eign-llOliey decisions. Arrangements, tbercfol'c, nre necessary under w l ieh the ndministrntor and the Secretury of State would so concert their respective llCtivitics as to str""gthcn nnd make 1110re effective the con(luct of the country's foreign relations, 

Hence, while the President alone should be uuthoriz d to enter into fOl'Inll l agl'eements with foreign governments, within the scope prescribed by the legislution, and to c1otermi"e tl,e methods and procedures for the conduct of the negotiations involved, he 
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should, in practice, charge the Secretary of State with responsi

bility, un de,' his authority, fo ,' the conduct of negptiations for the 

cOllclusion of initial basic agl'eements and fat' sUl)sequent modifi

cations of them, with such part icipation by the aclministmto,' as 

the latter may, with the President's appl'Ovn!, deem necessary. 

Simil ll.rly, the President should charge the administrator with 

responsitll li ty, under hi s auth ority, for the conduct of l1egotin

tions wjth fOl'eign govel'nments relative to operations undel' the 

progrllm, with such participation bv the Sec"etary of State itS the 

latter may, with the Il.pproval of the Presielent, deem necessary. 

The adm inistrator should keep the Secretary of State fully 

and cu rrently idonned on nil actual 01' prospective activitie.q 

of the new agency; and, conversely, the Secretary of State 

should keep the udministmtor fu lly and currenlly iJlformed on 

pertinent departmental policies und developments. To this 

end effective working relat ions should be established betweell 

tho new agency and the Dep"rtment of State. . 
The Secrellt"y of Stllte should have the authority to request 

the admin istl'atol' fot' inrorn1ntion on nny matt.el's thnt in his 

judgment ha.ve an important bearing on the conduct of fOl'eign 

pohey. H e should l' l1"e the l'ight to enter objections to any P"o

poseel a.ctioll by the Itclministmtor, to l11ake P"oposals to the ad

mi.ni strator, aod to Cl\D attentioll to the conseq uences of fail ure 

to nct. In the Cllse of objection to contemplated a.ction, such 

nction should be deferred until the d ifferences of view nre ad

justed by consul b,tion between the Seeretl\ry of State and the 

ac1m ini st l'atol', or by decision of the President. The sume proc

ess of adjustment shOUl d Ilpply to other clifferenees of view. 

7. OVM'seas organization vnindividual counfA·ies 

In fOl'mulatinrO'l Cn l'l'yill CT out, nnd rev iewing Pl'ogl'tUl1S, represen

tation in ench 0 the participatin" countries will be require I. Such 

representatives must hn.ve speciaf competence for dealing with the 

many tcclmica! aspects of the recovery program I n their work tbey 

will necessarily be in i.ntin",te contact with many departments of' 

the pa''tici pat1l1g govern men ts, llncl the bead of tho group will Oll 

occasion hnve to confer with tI, hi"h est official s. Thero is need, 

therefore, fol' effective relations with tile regulal' embassies Glul lega

tions ofthe United States in these countries. 
·Hence, the spccin.1l'(lpl'esentnti\'cs fo1' the pl'ogl.'am in cnch indi

vidual coun try shoul d be organized into n spccinl mi ssion, the head 

of which shoul d be mn de l\ member of the regulfl" mission in tlmt 

country and shou ld ha,' e n I'onk second on ly to thnt of the chief of 

the regula!' diplomatic mission in t.hat country. The hend o·f the 

specinl mi ssjoll should be responsib le to the ad ministrator, but 

should keep the ambassador or minister Cl1nenny ancl fully in

form ed on ull his nctivit ies. nctlla l 01' contemplated. Tho chief 

of the reguln r diplomatic mission should hl1ve the !'ight to enter 

objections to contemplated "ctions, to mako pl'oposn Is to the head 

of tho sp cinl mission', and to cnll ntt.ention to tho consequences of 

f,li!"re to act. In tile ense of objection to a contemplated action,. 
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the proposed nction should be deferred peneling reference of the 
maLter to Wl1 shin"ton for determinntioll, T he head of th e spechel 
mi ssion shou ld be free to commun icate directly with the flc1mini s~ 
tmtor, with the heads of the other speciu l lTliSsiolls, and with tho 
specinl !'cpre 'cntntive refeneel to below, ' 

For the perfol'mance o:f his functions llbroacl, the nclrnin istl'tltol' 
shouJd have the u-utllOl' ity to I'ecruit the necessl\l'y personnel. The 
pay ll.nd 'allOWllJ1CeS of the l'epl'esentntivos fo l' the Pl'ogl'O In in 
l ndi vidual countries should CQrre pond to those of FOl'cjgn SCl'V
jce reserve o fli cers who might be pOl'tol'ming shni lil l' tnsl{s, w"ith 
the understand ing thiLt, in the event tbat it is impossible to obroi.n 
qualified personnel on these terms for cCL'lain of the nccessa ry 
positions, tho pJ'esident should have the pOWCl' to exempt these 
positions from existing limitations. The ndmLn istl'utol' should 
have the r ight, with the approva l of the ecretnry of State to 
recl'u it personnel thl'ou$h the £aci lities of Lhe Forcign Service, hut 
should not bo restr icteci solely to that method, 

<I, Representation in organizations of pal'ticipating co'un'''''ie8 
T he success of the whole E UL'opean L' coveL'y pl'o~L'nm wi II depend 

in large measurc upon the efTectiv Coopcl'HLion among the pu rtiCipnt
ing cou"tries-wh ich they havQ themseJves pledged , To achieve thi s 
pur pose it will be necessal',Y fO L' these coun t ri es to develop contin uin~ 
ol'gftnizfltions tll1'cugh wh ich coopeJ'f1.tive plans and J)l'oj ect can be 
made efFective, P rov"ision shou ld theretoro be made '1'01' L'epl' senttt· 
tion of th Unit.ed States in such ol'ganizations as nHty be e blblished, 

Hence, theL'e shou ld be nppoi nted by the P l'e'ident, with the 
advice and consent of the Sonate, a spccin l l'ep l'esentntive of the 
Un ited States Governme nt with a I'ank equi valent to thnt of all 
I1mbllssadoL', T he :fun 'tions of th is omcLnl shoul d relt, te pri· 
mal'i ly to matters wh ich requ ire jo int negoti!ltjon with two Ot' 

mOl'e part icipating countries and ca nnot therefol'e be hand led 
thL'ough the L'''pL'esentatives established in illc1ividual countries, 
I-li s instruct ions 011 l1ch rnntters should be formulated in con
fOl'mity with the g nel'nl ftl'l'nnO'emencs e tnbli hed in the Uni ted 
States fo r th e a.d mi nistl'ution 07 the p t'0§fT 1'H Il1 and its intep l'fLtion 
with tbe fore ign policy of t.he United t'ltes, He shOU ld keep 
the admin istrato L', the eCl'caL'y of StLlte, "nd the hencls oJ the 
embassies and Jegntions concem ed full y and cU1'L'encly infoL'med 
of hi s nctivitic, H e shou ld consult with the heads of the speci;Il 
missions n.nd the chiefs of the regu1ar missions, meet w it h them 
as necessar'y, nnc1 be en tit led to 1'8 'e ive theil- assistance. 

o 
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