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James Anthony Rock

The impacts of the assistance programs for the war-torn countries fol-
lowing the Second Viorld War are important both economically and politically.
The setting of the international situation required the United States to
bring its full economic and political power to bear. The devastation
wrought by the war offered a fertile breeding ground for the advancement of
world Communism. To stem this tide it was found that relief was inadequate
and that an almost complete reconstruction of Europe and some of the Far
Eastern countries was needed. This process can be followed through the
procession of attempts to relieve the situation starting with the attempts
at international cooperation in relief through the security programs of the
present time.

These programs have played a very important role in the United States
economy as well as in the recipient countries. The major questions posed
in this thesis deal with the effects within the United States, specifically
on American agriculture. It is doubtful that the American economy could
have continued in the post-war period at such high levels without the help
of the aid programs or some alternative measure to keep demand high so as
to absorb the product of the enlarged capacity of the war period. This how=-
ever, is not the only consideration in evaluating the programs. Through
the post-war period the questions relating to consistency of American do-
mestic and trade policies and their relation to United States objectives
become a major consideration.

To completely evaluate the American position it is necessary to his-
torically examine the roots of American policy prevailing at the inception
of the post-war relief and reconstruction programs. Not that this brihgs

out the inconsistencies in policy but it helps in the understanding of the
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course of action that was followed. It allows one to study the two ele-
ments in American policy - the livberal and protectionistic - and to under-
stand the reason for the inability to predict accurately exactly which ele-
ment will prevail in any one policy measure.

Finally it must be said that the real proulea in any evaluation is
how to statistically organize the relevant data., It will be shown that to
umd ertake this task is virtually impossible. Hence even though one can
present a suitaole analytical picture, it is really questionable whether it
would be fruitful to actually undertake its ultimate solution. What is done
in this paper is to present such an analytical picture with its background
and possible implications, economically and politically, for the American
agricultural sector. However there are aspects of the approach taken here
that are relevant and vitally important. Many factors cannot be statistically
evaluated and must be studied from another viewpoint. In the fields of foreign
aid and international cooperation the political aspects become a prime factor.
Whether international cooperation can become effective depends upon the goals
and objectives of the nations in question. The operation of foreign aid,
where it pertains to the countries objectives, also become dependent upon
political manipulations. The answers to these problems lie in an historical study
of the trends in world organization and domestic political philosophy. This

is the writer's position in arriving at the conclusions of this study.
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CHAPTER ONE

INTRODUCTION

The question of international trade and its implications for Aumerican
agriculture has been and is now much debateds The ouvious inconsistencies
in the attempts to reconcile the prevailing domestic policies in agriculture
and the desired goals sought by our foreign trade policies are becoming more
difficult with every passing moment.

Following World War iI the United States moved into the position of being
one pole in a bi-polar povier strugile. In doing so she found herself in the
position of leader of the "free world." This move also brought to a climax
the interaction of our foreign trade policies with prevailing domestic poli-
cies. Much uncertainly stemmed from our actions to "contain® the Soviet
sector of the world and still maintain the Amnerican economy at its highest
level. The necessity of a reconciliation of domestic and foreign policies
became more real as the policy of containment moved into high gear with in=-
itiation of the Truman Doctrine and the wuropean Recovery Program.

A major area of such conflict was between the domestic price policies
and foreign trade policies in agriculture. Questions concerning agricultural
policies arose following the war; in attempts to rebuild and strengthen the
free world, these questions were sidetracked as the post-war aid programs were
initiated. Because a priaary concern in the world following the war was a
shortage of food, these aid programs were concerned to a great extent with

food supplies. Hence, because of their origin in, or strong support
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from the United States, the agricultural sector of the American economy play-
ed a major role in the rehauilitation following the war.

These post-war aid programs, then, will be the major consideration of
this work. Their effect on the American agricultural system was just as im-
portant as the aid itself in relieving world pressu-es. However, contained
in these prorrams and their effect on Anerican agriculture are the perennial
questions of conflict between policies which are directed at different oojectives,
yet overlap in their operations. Many of these present problems have their root
in the inter-war period when the world economy suffered a wmajor depression, es-
pecially during the decade of the 1730's. During this period, with the downward
pressures of the business cycle, countries raised their trade barriers and en-
acted domestic legislation to attempt internal stacilization with little regard
to effects on world trade. This continued the trend toward centralization of
government and control of trade by government policies. The war itself saw
an almost complete control of trade by governments, with the consejuence of an
international as well as domestic allocation of resources and products, among
producers and users respectively, .y various rationing and priority scheues.
The dounestic price and production policies used during tne pre-war period to sta-
bilize incomes were adapted to encourage greater production to meet wartime
needs by offering an assured price and market for producers goods. The clash
etween domestic and foreign policy would not necessarily occur then, because
the price support mechanism was largely sidetracked in determining efficient
uses, the primary purpose being the obtainment of necessary supplies to fight

a war,
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With the ending of the war and the domestic pressure to shift to peace-
time pursuits, the nation found itself with a set of domestic policies in-
tended for the high production needed to supply a large war machines In order
to shift it would have been necessary to reorient the domestic policies to be
consistent with post war conditions, internatipnal goals and the United Nations
and subsidiary organizations which were in large part nurtured and fed by Amer-
ican funds and desires. However, such was not to be the cases Within the war-
ravaged nations great food shortages prevailed, arising from inabilities of
these countries to produce domestic supplies in sufficient quantities to fill
their demande. Coupled with this was a realization of a change in Soviet poli-
cies toward the non-Soviet world, from one of war-time cooperation to antagon-
ism, leading to the Cold War and "containment."

To meet the situation the United Nations Relief and Rehabilitation Adminis-
tration (UNRRA) tried relief on an international basise For many reasons (which
will be covered later) the United States desired to shift to a bi-lateral relief
systeme Although these aid programs were founded and put forward on a high mor-
al plane, the programs became in time a part of the overall contaimment policye
The early portion of the aid programs was designed to foster rehabilitation
through the giving of large quantities of food, tools and technical assistance
in rebuilding industrial capacities. As the programs progressed and the tempo
of security operations and contaimment increased, the production within the
countries was lifted to prewar levels and the supplies shipped tended to be-
come military itemse With the de-emphasis of foodstuffs the problems accru-
ing from inconsistencies began to appeare. With foreign production increasing,

disposal of farm products through these aid channels was curtailed.



Restating a previous statement, one sees that these aid programs then,
in their effect on American agriculture, were just as important as the relief
they gave to world food pressures and war-torn industries. The aid programs
will be approached specifically from the agricultural viewpoint. Eecause many
basic policy questions have their root in the inter-war period it will first be
necessary to survey this period in order to determine the position of American
agriculture in the world markets, taking account of any trends, changes or poli-
cies that the aid programs might have accelerated, retarded or held constant in
the post=war periode

A discussion of the aid programs themselves, with the position taken by
the agricultural pressure groups in constructing the framework of the program,
will indicate the desired role of the agricultural economy in foreign aide In
comparing this desired role with the actual role played by agriculture, one
will find what the pressure group considers as a problem and desires to change
it.

Further consideration of operation and effect of the programs on prices
and production and the interaction of the programs will indicate the conflict-
ing issues. For example, the desire to rebuild war-torn countries was basic
to all aid, yet the United States maintained her maze of trade restrictions
and domestic high prices by government measures. This hindered complete re-
construction on a competitive basis and was in opposition to the initial pre-
misee.

To consider the future need for aid, one must consider the type of aid
and the need for aide This raises problems of wuncertainty in planninge Even
in light of this uncertainty, there is a grave necessity for coordination of

policies in the domestic and foreign sector of policy planning, these two in
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many instances being almost inseparable. The basic question in policy formu-
lation is attempting to follow coordinated lines of thought. This brings into
consideration the policies put forward by political expediency versus those
put forward by insight into the problems and evolving necessary actions to meet

those problemse



CHAPTER TWO

THE INTERWAR PERICGD: A BACKGROUND

The interwar period, 1919 through 1940, can be divided into two dis-
tinct segments. First, the period from 1919 through 1929 was a decade of
relatively stable to gradually rising prices, and might be considered as
an era of prosperity and expanding world economy. An exception, however,
is that agricultural prices were generally weak and low relative to other
sectors.

®Thus in the twenties the major philosophy behind the economic policy
of the leading countries was dominated by the idea of eliminating the
effects of disturbance and interruption caused by the Great War and to
restore the long era of prewar progress and peace."
By 1924 the goal was beginning to be realized and the level of foreign
trade reached 102 percent of 1913, rising steadily to 130 percent in 1929,
with nearly full employment in the United States and Germany.2 This desire
to return to "normal times" during the twenties led to a deterioration of
the international economy as countries began to restrict trade in attempts
to maintain employment levels. Because of the complexity of the problems,
processes and policies during the decade of the twenties, only a rough indi-
cation of the major ones will be given here.

During the war period (1914-1918) American agriculture as well as in-

dustry expanded productive capacity manyfold. The armies and countries

which could not produce because of war devastation offered an insatiable

market for the goods. Following the war, the nationalistic drive of countries

1 Brandt, Karl, The Reconstruction of WorldAgriculture, W. W. Norton &
COmpany, In.co, New York, 19&5, Po 50.

2 Ibid’ Po 51.
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to foster the growth of their own production plants, in an effort to pro-
duce self-sufficient economies, led to a decline in demand for exports,
with a subsequent fall in price as the war ravaged countries recovered.
This situation of overproduction is aptly illustrated by Henry Wallace

when he said:

"...It is a tribute to our great resources and our technical productive
ability that our fields and factories from 191l to 1930 were able to
send to the outside world 25 billion dollars more in goods than we re-
ceived. It is a reflection on our leadership that not until 1933 hawve
we done any effective thinking as to the steps the United States may
have to take because it is simultaneously a great exporting nation and
a great creditor nation.

We went into the World Viar owing other nations 200 million dollars
annually on interest account, and came out with other nations owing
us 500 million dollars annually. Moreover, the production of our farms
and factories was enormously stimulated during the war.

Our financial and political leaders tided over the situation, or
glossed it over, by maintaining a false market for our surpluses abroad.
To do so, we loaned an average of more than 500 million dollars a year
to foreign countries. While this false foreign market for American
exports was being maintained Congress, amid general consent, twice
raised tariffs. Schedules were raised in 1922 and again in 1930.

From 1926 on it became increasingly plain that modern technigue
applied to agriculture and to production of other raw materials was
heaping up a world-wide oversupply. World overproduction played an
important part in the ever-descending spiral which began in 1930.%

This overproduction during the prosperity of the twenties led farmers

in all parts of the world to turn to their governments for aid to remedy
the deteriorating situation. With the precipitation of the great crash in
the autumn of 1929, a long chain of events was climaxed, breaking down al-
most entirely the capital structure of the international economy. This

carries us into the second segment of the interwar period.

The early years of the thirties saw a continued decline in the business

cycle as the financial collapses continued and government actions tightened

3 Wallace, Henry A., America Must Choose, Foreign Policy Association,

New York, 193k, pp. 5-6.




8

restrictions, attempting to keep out the depression or isolate its effects
to as few industries as possible.

To present a picture, however, of each nation trying to clean its own
house is not entirely true. The entire world economy, or events of each
nation were so closely intertwined that whatever one nation did had vital
effect on several or all of the other nations.h When the different seg-
ments turned to their governments for assistance the trend toward central-
ization and trade control was pushed forward. With governments in many cases
threatened with political disaster due to continued declines in employment,
some of the prominant remedial actions were along the line of tariffs, exchange
controls and various quantitative restrictions. The action taken by many
countries, including the United States, in going off the gold standard
allowed their currencies to depreciate. This meant stiffer competition for
domestic producers, since the depreciation lessened the effect of the pro-
tective tariffs and led to a tightening of import regulations, which re-

sulted in retaliation in many instances.5

The departure of Great Britain
from her free trade stand in 1932 by placing extensive tariffs on non-Em-
pire imports, had the over-all effect of concentrating trade within the
Empire and further restricting world trade. The introduction of the Hawley-
Smoot tariff into American trade policy gave the distinction to the United
States of being simultaneously the world's primary creditor nation and at

the same time having the highest tariffs.6 The servicing of international

L
5

Brandt, op. cit., P. 77.

Enke, Stephen and Salera, Virgil, International Economics, Prentice-
Hall, Inc., New York, 1947, pp. 61-62.

6 Inid., pp. 61-65.
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investment followed the same sharp decline after 1930, and in 1932 ceased
almost entirely, with widespread default on war and post-war loans in Europe
and Latin America. Stabilization loans had recuperative effect solong as
the conditions elsewhere remained favorable, but the bulk of the loans
were undesirable for in order that borrowing countries avoid default and
make payment would have wrecked the individual economies. The loans which
led to disaster were unilaterally governmental, or the borrower was a
government and the lenders were private investors.7 By middle to late 1932
the depression dipped to its lowest point. Beginning with the year 1933
the planned economy came into its full light with the rise of political
tyranny, barter trade, rearmament, appeasement and economic girding for
war.8 The situation of world trade is well pictured by Figure 1.

Conferences abounded during the years 1929-1933, starting with the
League Conferences to abolish tariffs and other restrictions, through the
World Monetary and Economic Conference at London, which marked the end of
the League of Nations as an instrument for international cooperation. A
primary factor during the interwar years was the lack of agreement by the
entities within the world economy on a system of clearing and balancing the
international payments.9 However, despite the obstacles to world trade,
it gradually started upward during 1934 with the assistance of the inau-
guration of the Trade Agreements Act and the gradual strenghthening of

internal economies. Although it is impossible to distinguish statistically

7 Salter, Sir Arthur, Essays in International Finance, No. 12 - Foreign
Investment, Princeton University, 1951, pp. 2L4-26.

8 Brandt, op. cit., p. 85.

9

Condliffe, J. B., The Commerce of Natlons, W. W. Norton Company, Inc.,
New York, 1950, p. L65.
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between changes due to the concessions in the Agreements and those changes
resulting from other causes, it may be assumed that the tariff reductions
must have operated to make both imports and exports larger during 1937-38.10
After 1935 it also became increasingly evident that the economic controls
used by the German government were being utilized to increase her mili-

tary strength.ll

This led to rearmament programs in other countries and
increased trade as governments stockpiled for war. The entire period from
1932 to 1939 may, in reality, be considered as years of readjustment rather
than expansion, (with economic recovery accomplished in the face of increasing
political tension).l2

The question we must consider, then, is the effect of this period on
American agriculture or the situation of the foreign markets with respect
to agricultural commodities. The disintegration of the free market system
of the international economy was expected to bring about violent disrup-
tions in American agriculture because "in no other country was agriculture
more completely linked to the market economy."13 A large portion of agri-
culture depended, and still does depend, on export markets for outlets of

a very significant fraction of the total production, with wheat, rice,

cotton, tobacco and smaller quantities of other commodities moving into

10 Operation of the Trade Agreements Program: June 1934 to April 1918,

part 1, Summnary, United States lariff Commission, mashington D. C.
1948, pp. 51-52. See also Witt, Lawrence W., Agriculture, Trade and
Reciprocal Trade Agreements, Technical Bulletin 220, Michigan Agri-
cultural Experiment Station, East Lansing, Michigan, 1950, p. 5 ff.

Enke and Salera, op. cit., p. 66.
12 Brandt, op. cit. p. 108.

13 4., p. 92.
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these channels.lh The following table (Table I.) lists the comumodities
comprising the bulk of the income from agricultural exports. One sees
that with the depression there was a drop in shipments of almost SO‘to 60
percent in some commodities (Table I.). In dollars the drop was far greater,
going from almost 5 billion dollars in 1929 to l.4 billion dollars in 1932.15
The gross income of agriculture dropped from 10.5 billion dollars in 1929 to
4.3 billion dollars in 1932.16 However, despite this drop in income, agri-
cultural production did not decline significantly (Table I.); this lowered
prices even further because of the large excesses in supply. With the loss
of the export channels and the great fall in prices, the agricultural sec-
tor as well as the industrial sector turned to the government for help.

The two important outcomes of this move were the Agricultural Adjustment
Act of 1933 (AAA), whose basic ideas were to have lasting effect, and the
National Recovery Act which dealt, to a large extent, with the non-agri-
cultural sector of the economy. The AAA, plus economic forces due to the
great drought, brought domestic markets under control and slowly restored
farm income through the increasing use of public subsidies to offset the
loss of foreign export markets. The program in itself was based primarily

on attempts to remedy domestic difficulties by internal actions with little

1l Witt, Lawrence W., "Our Agricultural and Trade Policies", Journal of
Farm Economics, Vol. XXXII, No. 2, May, 1950, p. 163.

15 United States Farm Products in Foreign Trade, Statistical Bulletin
No. 112, United States Department of Agriculture, lWashington D. C.,

1953, p. T.

16 Brandt, op. cit., p. 90.
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regard to international repercussions. As the policy progressed it gradually
moved into a permanent program, giving, inmany ways, a planned agricultural
economy as Congress granted to the farmer a guarantee of price parity sub-
ject to certain controls on production and/or marketing.

Revival of the export markets was necessarily slow, impeded as it was
by the primarily domestic nature of the farm policy coupled with the planned
economies of Europe. The weakest part of the adjustment program was found
to be that dealing with these export markets. As greater reliance was
placed on "publicly manipulated and protected domestic markets" farmers
backed the industrialists in maintaining high tariffs which kept out indus-
trial goods that could have been used to pay for American agricultural ex-
ports.16

The decade of the thirties was, then, disastrous for agriculture. The
breakdown of the international economy led to the more rapid undertaking of
centralized planning and government controls as the world moved into a new
war. The world saw the growth of a great jungle of trade restrictions ranging
from tariffs to complete government monopolies over trade. The concept of
parity was brought into American agriculture as farmers demanded and received
government support of prices to offset the fluctuations due to adverse mar-
ket conditions. Further, the great interest of agricultural pressure groups
during this period is reflected in the export subsidies gained for wheat and
cotton and at the same time the import quotas and tariff placed on wheat and
cotton entering the United States. The thirties might be considered as a

period of adjustment as countries began to see, and, in many cases, forcibly

16 Brandt, op. _CH., p. 950
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accept shifts in terms of trade arising out of vworld Wwar I and its after-
math. By 1939 the domestic programs were again in trouble. The accumu-
lation of stocks, larger than anything experienced previously, caused people
to become concerned over the ability of the programs to adjust the agricul=-
tural economy. For example, even though the price of corn was controlled
by means of acreage allotments, farmers actually increased production by
recombining resources. The hybrid varieties were now accepted and the
application of fertilizer was increased to maintain and even accelerate
production on the same or fewer less total acres planted. As a consequence,
the number of hogs coming to market could not be controlled and the price
of pork fell, causing surplus problems. Realistically, only a great up-
surge in the demand for farm products or another world war could save the

administration's programs.

The Wartime Period and Its Aftermath

With the invasion of Poland in 1939 by Germany, and subsequent step-
up in rearmament, the slack in demand was taken up as countries stockpiled
food and war materials. The programs were now rationalized on the grounds
that they provided the needed materials for the effective prosecution of
war. Later, inferences were dropped by some officials to the effect that
the situation had been foreseen and supplies accumulated with this in mind.17
As the war progressed and the countries fighting the Axis powers became
more dependent upon the United States for food and war supplies, the United

States moved closer and closer to abandoning the economic isolation built

17 This statement is taken from a discussion with Dr. Lawrence Witt
concerning these programs.
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up during the decade of the thirties.18 As the dollar resources of these
countries became lower and the sentiment toward the Axis changed in the
United States, It became more evident that something must be done to aid
Britain and her Allies. The Lend-Lease Act of 1941 was enacted to fulfill
this purpose. This program was conceived by the administration as a means
of contributing to the conflict through measures short of war. It consisted
of a sharing of war materials and other goods without any concern of the pos-
sibilities of repayment. The net amount of lend-lease aid amounted to a
little over 4O billion dollars from March 1941 to August 1945. Of this
total a little over 6 billion dollars worth of agricultural products were
funneled into lend-lease shipments. The Army Civilian Supply program,
which began in 1942 for occupied countries, is not available as a separate
group, so is not included in total agricultural exports during the war-
time period. A further problem presents itself when one considers the dis-
persal of these goods and money within the foreign countries. Goods and
money to be used by American troops was often times used for emergency
purposes to feed and clothe civilians. These are generally not counted as
exports because of their initial purpose, for use by American troops.

Much food, clothing and equipment was given to the foreign countries after
the war and is only partially reflected in surplus property settlements and
so on. The evaluation of wartime statistics remains a problem.

During the war period, the function of the price support program was
somewhat shifted. Instead of simply supporting agricultural prices at 52-
63 percent of parity to offset adverse market conditions, it was increased

to 90 percent under the Steagal Amendment and used to offer a guaranteed

8 Gondliffe, op. cit., p. S3l.
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market to producers and to encourage capacity production. The govern-
ment then stepped in and bought the heavy supplies for use in the war
effort. Further, the government moved toward greater centralization
since they now functioned to allocate resources as well as products by
various priority and rationing measures. The lend-lease program, coupled
with the support program and government buying, raised agricultural pro-
duction and income to its highest peak.

Including as it did a larger area of the world in the actual war
theater, and involving a consequently greater disruption of trade, World
Viar IT had a more pronounced effect on internationally traded commodities
than did World War I. The war stopped a large part of the international
trading of basic agricultural products. As a result of the war, many of the
low cost areas that had a comparative advantage in production of certain
commodities were forced to cut output while deficit areas which are fre-
quently high cost areas were attempting to expand their output.19

Since the largest portion of the war was being fought on the continent
of Europe, the food production in Europe was expected to decrease. The
probable situation in the post-war period with respect to the demands for
agricultural commodities can be illustrated by white and Denhardt:

"Practically all commodities will be in great demand in the period

immediately following the cessation of hostilities. This extraordi-

nary demand for food and fibers for purposes of relief and rehabili-
tation will temporarily outweigh and conceal the operation of longer

time supply and demand influences. After a period of time, however,
basic disequilibria between supply and demand will become apparent

19 White, Bennett S., Jr. and Denhardt, Edith T., "Chronic Surpluses of
Agricultural Comnodities in the Post-War Period", Journal of Farm Eco-
nomics, Vol. XXV, November 1943, pp. 751-752.
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for many important agricultural comnodities. In some cases bad
situations which prevailed before the war will reappear, perhaps in
an aggravated form, and as a result of the war new maladjustments
will have been produced...It is not to be expected that post-war
surplus problems will automatically solve themselves."

Wwith this background for perspective, it will be possible to move
into the questions concerning the need for aid which arose out of the

devastation created by World War II.

20 mbid., pp. 752-753.
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CHAPT'ER THREE

WAR AND EARLY POST=-'/AR RELIZF PROGRAMS AYD WORLD

CCIDITIONS IN THE POST=VAR PERIOD

Eurogg

The impact of the war in terms of physical destruction of the resources
in all of the sectors of the European economies was recognized because it was
visible and could be measured. However, the invisible "devastation®™ was less
obvious and more difficult to assesse This invisible "devastation" manifested
itself in deterioration, rather than destruction, of capital and man-power,
and in economic dislocations.21 In the industrial and transport sectors, this
deterioration was the result of both obsolescence and the exploitation by the
Axis during the war, without adequate maintenance and replacement.22 Also,
there was deterioration of agricultural capital and soil fertility and the pro-
ductive capacity of the people was greatly impaired due to undernourishment
during the war, with a further loss of technical skills.23 This was all ac-
companied by serious economic dislocations such as monetary disorders and
disruption of normal relationships that prevailed between urban and rural pop=-

ulationse

24 Economic Report: Salient Features of the ¥orld Economic Situation, 19L5-
1L7; United Nations; Department of Economic Affairs; Lake Success, New
Yark, 19)48, p. 123.

22 1pid, pe 123

23 Loc. cite.
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The results of this devastation and destruction were a reduction in the
immediate post-war production potential to levels far below that which one
would assume simply by viewing the physical destruction. In combining this
visible and invisible devastation and destruction, one finds that the Euro-
pean countries had the job of simultaneously rebuilding the destroyed or ob-
solete productive facilities and reintegrating many interrelated and complex
economic dislocationse

In determining the need for aid there must be some factor or group of
factors which wi 1l allow some measurement or indication of the actual impov-
erished conditions of the European nations. One is the reduction in the
standard of living of the European population which can be inferred from the
decline in the national incomes between 1938 and 1946 The Economic Report
of the United Nations for 1945-L7 indicates thatsZ

MAccording to the best available estimates, the real national income

of Poland and Austria in 1946 was fifty-one percent of the pre~war level

eeoFinland, Greece, Hunzary, Italy and Yugoslavia.eeabout sixty percent;

Czechoslovakia about seventy-five percent; France, Netherlands and Bul-

garia between eighty and ninety percent...Scandinavian countries (other

than Finland) and Switzerland were approximately at pre-war level or

above, and Belgium and the United Kingdom were somewhat belowse.Further,

the pattern of consumption has been adversely affected by the shortages

of basic necessitiese™

With the major consideration of this work being the effect of the post-
war aid upon American agriculture, the situation with respect to food supplies
in Europe becomes a focal point. The early post~war period found food supplies

sixty percent, or less, of pre-war levels in most of the European countries,

2h 1pid, p. 12L.
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with certain foodstuffs normally available for import from outside of Europe
also substantially below pre-war levels.25 Again, these general shortages
were accompanied by shortages of shipping space and foreign exchange shortagess
As a consequence of the reduced internal supply coupled with the failure of
imports to fill the gap, there was a serious decline in per capita consumption
during 19L5-L6. This drastic decline in food consumption is reflected in Table
IT which illustrates daily per capita calorie intakee Although this represents
a part of the story concerning food problems it does not give the whole situa~
tion. The reduction in food supplies was borne largely in reduced consumption
levels in the non-farm population. As supplies became shorter, the agricultural
segment tended to retain greater portions of their production for their own
needse This, therefore, forced the non-farm population to rely on imported
foodstuffs, and with these also in short supply, there was a wide discrepancy
between the two segments. An idea of this discrepancy may be seen from the
following ex:=1mp1e326

"An average intake of 2,000 calories for the population as a whole, in a

country in which the self-suppliers are one-third of the total population,

represents an intake of 2,600 to 2,800 calories for self-suppliers and

an intake of only about 1,600 to 1,700 calories for non-self-suppliers."

The decreased production of food may not, however, have its root cause
in low production in agriculture. The case may arise where industrial pro-

duction is decreased substantially so as to result in a decline in agriculture

production. In the final analysis the supply of food depends upon the ability

25 Tbid, p. 153

26 Loce cite
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TABLE II

Estimate of Calorie Value of Daily Food Intake Per-=Capita
for Total Population in European Countries,
Pre-war, 19L5/19L6 and 19L6/15L7.

Pre-war 1945/19462 19L6/1947
Calories
Group I
Belgium 2,900 2,200 2,400
France 3,000 2,300 2,600
Netherlands 2,900 2,300 2,600
Switzerland 3,000 — 2,900
United Kingdom 3,000 2,800 2,900
Group II
Denmark 3,200 2,900 3,100
Finland 3,000 2,300 2,600
Norway 3,100 2,500 2,600
Sweden 3,100 2,800 2,800
Group III
Greece 2,450 2,100 2,200
Ttaly 2,700 1,850 2,000
Group IV
Germany 3,000 1,600 1,800
Group V
Austria 2,900 1,700 2,000
Czechoslovakia 2,700 2,000 2,500
Poland 2,600 2,100 2,100
Yugoslavia 2,700 2,300 2,100

~== Not available
a March 19L6, approximately
Source: Economic Reports Salient Features of the World Economic Situation -

19L5/173 United Nations Department of Economic Affairs; Lake Suc=-
cess, New York; 19L48; pe 15Le
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of the cities to offer goods in exchange for the foode During a war period,
industries are devoted to war production. Consequently, at the end of the
war when the cities are not producing soods to exchange for food, there is
a breakdown of this farm-city exchange mechanisme This is a principal cause
of "city famine" so characteristic following a war.27

The situation in Durope following the war seems to have been a combina-
tion of both low farm production and a destruction of the industrial sector
of the various economiess The lack of improved seed, fertilizers and equip-
ment coupled with several years of adverse weather conditions left a net result
of drastic declines in post=war agricultural outpute. The inability of the in-
dustrial sector to supply these needs, stopped any rapid increases possible
in production.

With the Soviet Armies occupying Eastern Lurope, the area which former-
1y had been a surplus producing center and had supplied a larze share of
Western Europe's food needs, was now cut offe Primarily the Soviet sector
operated as a whole throughout its sphere. Added to this was the fact that
there was little to trade for across this border. With the initiation of
the Iron Curtain the problem was further complicatedes ith the bulk of the
population living in ¥Western Europe, the non-Soviet sector, the loss of this
Eastern agricultural area added to the situation. The previous relationship
between these two areas was that the Eastern portion offered a ready market

for the Western Furopean manufacturers in exchange for food produced in East-

ern Luropee

27

Boulding, Kenneth E; The Economics of Peace; Prentice-Hall, Inc; New
York, 19ﬁ6, ppe 13-1l.
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The Far East

The war in the Far East, as in Burope, wrought great physical devastation
and dislocation of internal and external economic structures. At the begin-
ning of the Second #orld war, Asia and the lower continent, as a whole, had
not yet reached any high degree of economic advancemente. Consequently the
majority of the people were living at a bare subsistence levele Combining
the devastation and destruction wrought by the war with this low living
standard, and coupling these with the internal unrest directed against ex-
isting regimes in the post=war period, any rapid reconstruction in the region
was greatly hindered. The most serious factor retarding economic revival
throughout the region was the inability of existing agricultural production
to relieve food shortages.28 Further, shortages of foreign exchange, es-
pecially dollars, hindered imports of such essential supplies as productive
equipment and foode

In this region agriculture accounts for almost three-=fourths of the
gainfully employed peoplee The consumption pattern is one of a population

living at a subsistence level. According to the Economic Report of the

United Nations for 19h5—h7:29

"0f the foodstuffs consumed, by far the largest share is comprised of
plant foods; hence the diet is mainly vegetarian, lacking fats, proteins
and vitaminse.e.e ¢ There is serious shortage of staple food grains in
large parts of Asiae. Rice is the most important cereal in the diet of
the peoples Two-thirds of the Asian inhabitants are estimated to be
rice-eating and one-sixth predominantly wheat-eatinge «e.The population
growth adds to the pressure on the scarce material resources, particu-
larly in those areas that were subjected to the Japanese occupation
during the wareseseeIn certain parts of India, MKalaya and China, food
consumption per head has shrunk to less than eighty percent of what it

28 Economic Report = United Nations; ope Cite; pe 69

Ibid, pp ° 69-70 Y
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was before the war; in other parts of China, in Korea, the Philippines,
and Java it varies between eighty and ninety percent of the pre-war
standarde ee..Urban rations in India presently allow for only seventy-
five percent of pre-war consumption".

Further, the situation as prevailed in Europe, of the lack of draught power,
fertilizers, transportation facilities and disintegration of economic organ-
ization, practically paralyzed production in many instances. The rampant

inflation in certain areas also discouraged production beyond immediate needs

of the farmere

Programs Instituted to Meet World Needs

Beginning with the North African campaign, the United States undertook
to supply the populations of the liberated areas. These programs are referr—
ed to as the Army-Civilian Supply or Civilian Supply Programs, and later as
Government and Relief in Occupied Areas (GARIOA). In 1943 the world saw
attempts to give relief to the war stricken areas by international cooper-
ation through the United Nations Relief and Rehabilitation Administration
(UNRRA). With the failure of UNRRA in the field of relief, the United States
undertook the job of relief on a uni-lateral basise The programs began with
the initiation of the Truman Doctrine giving aid to Greece and Turkey. As
the situation in Europe worsened, Congress passed the Interim Aid Bill in the
fall of 1947 to give emergency relief until a broader program could be worked
oute In the spring of 1948 Congress passed the Foreign Assistance Act of
1548 which set up the Economic Cooperation Administration (ZCA)e This was
to deal primarily with Europe but was later to include missions to China
and Japane As wrld tensions mounted the foreign aid programs were merged

into the Mutual Security Administration (1iSA) program with increased emphasis
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on military aide. #ith this general introduction to the consideration of
the programs undertaken in the field of foreign assistance, each of these

programs vi 1l be considered separately.

Civilian Supply Program

From the liberation of North Africa to the end of the war in the Far
East, the United States was faced with the problem of supplying the popula=-
tions of the liberated and occupied territoriese The objectives of the Civ-
ilian Supply Programs can be taken from those set forth wi th the initiation
of the programs in North Afriea:jo

l.) to prevent unrest which might endanger allied lines of communication;

2.) to maintain local labor for supplying the allied armies and keep up

production to minimize the shipment of supplies from the United
States and Great Britain and;

3.) to restore in general the economic life of the peoples

The initial Civilian Supply Programs were to be administered by the Army
until civilian agencies were prepared for the taske This divided relief into
two periods = "one of military administration of relief during which the di=
sease~and-unrest formula fixed the limits of civilian assistance, another in
which assistance was on the broader basis appropriate to longer-range relief
and rehabilitation."31 However, because of jurisdictional controversies be-
tween government agencies and overconfidence in 19Ll for an early end to the

war, which led to reduction in food procurement, removal of rationing controls

and a shortening of supplies for the Army and liberated countries, the division

30 Brown, William Adams and Opie, Redvers; American Foreign Assistance;

The Brookings Institution, Washington De Ce; 1953, De 72e

31 Ibid, pe 7he
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32 mnis led to a food crisis in 19LSe

between the two periods became blurred.
However, attempts to review existing food supplies and focus direction in re-
lief feeding did not materialize. Finally the President issued a directive
laying down two basic principles;33

"that the Army should not assume responsibility for civilian supplies

unless required to do so by military necessity; and that the appro-

priate agencies of the goverrment should grant the necessary prior-

ities to meet the minimum needs of the liberated arease"

Up to the end of the war in Europe the amount of assistance given by
the armed forces in Europe and the Mediterranean Area was about $800 mil-
lion, and $100 million in Philippines.3h During the transition period follow-
ing the war, United States assistance continued to move through the Civilian
Supply Programe. In 1946 there was $294 million requested for relief supplies
to combat disease and unrest, but the magnitude of the problem was not real-
ized and it was soon found that this amount was insufficiente The Congress
responded by appropriating {725 million and set up a separate program of
Government and Relief in Occupied Areas (GARIOA) to administer the funds in
fiscal 1947. This was followed by appropriations of over $1 billion for
fiscal 1948 to the same program.35 The commodities were shipped abroad for
distribution through the Civilian Supply Programs, which was in large part

food and clothinge

32 Tbid, ppe 73-The
33 TIbid, pe The
3)4 Ibid, PPe 7}4"750

35 Ibid, paraphrased from ppe 108-109.
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United Nations Relief and Rehabilitation Administration

The United Nations Relief and Rehabilitation Administration (UNRRA) had
its orizin in a speech by Winston Churchill, However, not until November
1943 did the four major powers sign the agreement that created UNRRAe The
United States played a major part in organizing UNRRA which included the
proposed plan for financing the organization by member nationse. This meant
that each member (except those that had been occupied by the enemy) contribute
one percent of its national income for the year ending June 30, 1943, of which
10 percent could be expended outside the contributing countrye. With the United
States contributing $1,350 million, the largest share, the principles on which
UNRRA operated became of great interest to American assistance policy:36

1l.) UNRRA was intended to help people help themselves

2.) if foreign exchange was lacking, a government did not have to burden

itself with an exchange problem to get relief, if the exchange were

for the relief;

3.) there was to be no distinction as to race, creed or political be-
lief w th respect to the distribution of relief;

Le) operations within enemy territories had to be approved by the
Council and have the consent of the military command in the area;
and

Se) the money received from the sale of UNRRA goods was to go for fur—
ther relief and the individual governments were to have the respon-
sibility of distributing the relief supplies in accord with the
principles of UNRRA.

This was all arather radical departure from traditional American policy

because it was an approach that had previously been rejected by the United

States = international control of relief on a multilateral approache However,

36 Ibid, pe 77e
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because the United States contributed the largest share, over 70 percent
of the subscriptions, the shift in American relief sentiment in 1946, from
multilateral to bi-lateral agreements, sealed the doom of UNRRAe This
changed position was supported by the State Department on the following
grounds:

1l.) that UNRRA's distribution of supplies had been influenced by
political considerations,

2.) that except in a few countries the pressing need for relief had
passed, and

3.) that other international agencies, vize., the International Mone=
tary Fund and the International Eank, could take care of rehabil-
itation needse

Therefore, all of the UNRRA programs were brought to a close = by mid=-

summer 1947 in Burope and by the end of 1947 in the Far East - with the tot-
al amount of UNRRA shipped commodities at nearly {3 billion, of ﬂlich=38

1l.) over $1.2 billion was for food,

2.) over $L00 million for textiles and footwear,

3.) nearly $20 million for medical and sanitation supplies,

Lbe) about $700 million for industrial rehabilitation, and

Se) about £300 million for agricultural rehabilitatione

The Truman Doctrine

On March 12, 1947 in a speech before Congress, President Truman urged
the extension of aid to Greece and Turkey. In Greece the Communist-backed

armed minorities were causing political chaos and preventing economic recove

31 The United States in World Affairs; Council on Foreign Relations, Harper
and Brothers, New lork and London, 1947, pe 337

38 Brown, op. cite, pe 1lle
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ery and stabilitye. In Turkey, modernization was necessary to "maintain its
national integrity,™ in the words of the President. This policy was proposed
as the policy to be followed by the United States because it was "to support
free peoples who are resisting attempted subjugation by armed minorities or
by outside pressure..."39 The appropriation asked by the President was $L0O
million in the period ending June 30, 19L8e

Although the act was criticized heavily as being an intervention into
the internal affairs of other nations as supporting reactionary govermments,
the act was signed on ¥ay 22, 1947 The emphasis was placed upon economic
assistance rather than military assistance in the hope that by some means
Russia would still cooperate in maintaining peace. The $L0O million re-
quested by the President was authorized, to be used at the request of Greece
and Turkeye It was to be used for the purchase of goods and services, to
provide technicians and other trained persons, and military advisers in lim-
ited numberse Economic recovery in Greece was small; the area of planting
increased to 85 percent of pre-war but industrial production dropped from
75 percentto 70 percent of the 1939 level.""O In the nine months, between
the passing of the bill and the passing of the Economic Cooperation Act in
April of 1948 which took over the operation of the Greek-Turkish bill, that
the program was in operation, $337 million of the $L00 million was spente.

The program was in operation at the time of consolidation and funds contin-

39 Ibid, pe 12Le
Y 114, p. 130.
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ued under ECA. About 59 percent of the approximately $268 million in Greece
aid and all of the $69 million in Turkey were used for strengthening military
es’oablishments.,Jl Rebuilding the military establishment in these countries
did, however, play an important part in rebuilding the economic structurese
By rebuilding transportation systems, shipping ports and airfields for mili-
tary uses, there was also a joint effect of strengthening the overall economic
structures As the program progressed, it was recognized that to further econ-
omic reconstruction, the internal struggles must be resolved; consequently,
the importance of the military aid portion increased, in the case of Greece,

it was already 100 percent for military itemse

Interim Aid and the Economic Cooperation Administration

With the re-evaluation and reformulation of assistance policy, the em=-
phasis had shifted to economic reconstruction to put an end to further needs
for reliefe The first move in this direction was the Truman Doctrine dis=-
cussed aboves As the situation in Surope worsened, the need for a broad
general program of reconstruction became more apparente Secretary of State
Marshall gave the outlines of this program at his Harvard address on June 5,
1947. The program was to be a joint one, agreed to by a number, if not all,
of the European countries, with the role of this country consisting of friend-
ly aid in drafting such a program of reconstructiori, and support of it so far

L2

as it is practical to do soe Before a complete study of the situation could

be made and a program drafted to cope with the broad general needs of Europe,

la Ibid, pe 130; see also U. S. President, Third Report to Congress on Assis=
tance to Greece and Turkey, for the period ended larch 31, 1948 for a more
complete discussione

New York Times; "Marshall's Address", June 6, 1947, pe 3.

L2
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the need for emergency aid arose in France, Italy and Austriae In France
the gold and dollar reserves were exhaustede. Italy was forced to stop all
dollar expenditures except for coal, petroleum and cereals in June 1947,
with France taking similar action two months later. Austria was in a sim=
ilar position. The President asked for {597 million for emergency shorte
time aid for food, fuel and fertilizer needs up to March 30, 1948. The
authorization act for interim aid was signed on December 17, 15L7. ZImergency
aid of $522 million was provided for France, Italy and Austria and of $18 mil-
lion for China, with an additional appropriation in March 1948 of $55 million,
bringing the total to $597 million.h3

¥ith the passage of the Interim Aid Program to prevent utter collaspe
of the European economy, Congress went to work to develop an overall program
to assist reconstruction of the entire European economic structuree In Dec-
ember 1947 the administration submitted its proposed bill requesting that
Congress authorize §$17 billion for a four and one-quarter year program to
begin April 1, 1948. The administration desired to have a flexible system
so the program administrators could maintain sufficient U. S. control over
expenditurese It took a realistic view of loans as being misleading and un-
wiseseo'when the past and present situation of a country or its future pros-
pects give little possibility of repayment."hh Through bi=lateral agreements
with the United States, the participating countries were to pledge themselves

to increase mroduction, establish monetary stability, reduce trade barriers

1{3 Brown, ODe Cit., Pe 1}-&00
Ll

United States in World Affairs, Council on Foreign Relations, Harper and
Brothers, London and New York, 1948, chapter 1L, ppe L83-L36.
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and agree to help in the accumulation of materials in short supply in the
United Statese These latter materials were raw materials for government
stockpiling and were generally obtained from the colonies of the Zuropean
countries, with some cominé from the countries themselvese

The final act passed in April 1948 provided for the four and one-
quarter year program and set the terminal date as June 30, 1952, Any fin-
ancial commitment for four years was opposed and agpropriations were to be
made on a yearly basis with the stipulation that Congress could terminate
the program at an earlier date if the purposes were not fulfillede A total
of $5.3 billion was appropriated under the Act for the first 15 months of
the programe

¥ith regard to the countries participating in the program, it was
possible for most European anti-Communist countries who wished to partici-
pate, to enter the program. However, invitations were extended to Poland,
Czechoslovakia and even the U.S.S.Re At this point it would be appropriate
to enter into a discussion of the Committee of European Economic Cooperation
(CEEC), later the Organization for European Economic Cooperation (OEZC).
This will hereafter be referred to as the OEECe In July 1947 the represen-
tatives of 1l European countries, the Territory of Trieste and the Bi-Zone
of Germany met in Paris to form the organization and attempt a cooperative
solution to the chronic economic disorders and dislocationse This meeting
took place asaresult of Secretary Marshall's offer and the program that
arose from it was one of broad self-help pledged by the participating coun=-
triese This was created as a permanent body two weeks after the establish=

ment of the Economic Cooperation Administration (ECA)e The structure of the
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OEZC developed in response to the tasks assigned to ite The OEZC was the fo-
cal point and was expected to bear the major burden of planning and adminis-
tering intra-European government programse Its most important actions were
initiating supply programs, facilitating the flow of trade, and devising and
executing recovery measurese The ECA country missions occupied a key posi=
tion since the job of recovery was based upon recovery in each individual
countrye

In the use of LECA funds to procure supplies, the Congress took steps to
safeguard American interestse The Administration was to funnel procurement
authorizations of commodities in short supply in the United States into off-
shore sources of supply and to encourage the use of surplus commoditiese In
the case of surplus agricultural commodities, the procurement was restricted
to the United States. The Act required that 25 percent of the wheat shipped
must be in the form of flour milled in this countrye. Also, it required that
50 percent of all commodities shipped had to be carried in American shipse
The Secretary of Agriculture could make payments to any agency which would
help to pay the costs for "getting rid" of these surplusese Further, the
Secretary could make payments in amount not to exceed 50 percent of the
sale price of these commoditiese In the procurement of specific commodities,
such as dried fruits, egg products, dairy products, wheat, cotton and tobac=

L5

co, the Secretary of Agriculture was a powerful figuree.

L5 This paragraph was largely paraphrased from Public Law 472; 80th Con-
gress, Chapter 169; Second Session; S. 2202; Title I; Sece 112,
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Table ITI shows the ERP funds from April 1948 through June 1951.

TARLE III: ERP Funds, April 1948-=June 1951
(In }Millions of Dollars)

Period Administration Authorizations Anounts Lade
Requests Available
April 19L8-June 19L9 6,800 6,450 6,220
July 19L9=June 1950 4,280 14,230 4,060
July 1950-June 1951 3,100 2, 700 2,254
Total (39 months) 14,180 13,430 12,534

Source: Prown, William Adams and Opie, Redvers; American Foreign Assistance,
Brookings Institution; Washington De Ce, 1953, pe 1756

The ERP was actually in operation only until June 30, 1951 when American sec-
urity interests demanded the creation of a single coordinated program. This
single program was enacted in June 1951 under the title of the Nutual Security
Act of 1951s Tiith its enactment, the ERP and other aid programs were merged
into it and emphasis was shifted to the military aspects of aid in order to
strengthen the non-Soviet world and further the security interests of the

United Statese

Mutual Security Administration and

Other Military Assistance

The military aid of the United States following the war, and up until 1919,
was not coordinated under a single program. Following the initiation of the
European Recovery Program, the United States took the lead in forming a North
Atlantic defense arrangemente Besides acknowledging the inadequacy of the

United Nations to meet the existing situation, this action added strain to
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world resources which led to competition, between rearmament and economic
recovery, for use of resources. Although the initial emphasis was on econ-
omic recovery, the rapidly changing course of world events brought military
security to a high level of importance, forcing a reassessment of military
and economic policye To ensure military security for the European countries
being strengthened by American economic aid, the United States based its ap-
proach to the problem "on the mutualality of the defense efforts of all free
na.i;ions.","'6 Out of efforts to coordinate military support and mutual defense
arose the North Atlantic Treaty Organization and the lutual Defense Assis-
tance Act of 19L9. As the threat of Communist agression increased, the new-
1y repaired economic structure of Zurope was found to be inadequate for bear-
ing the new burdens of military expansione Therefore, ™whether the economic
underpinning of rearmament was to be provided by 'economic aid! of 'defense
support! was merely a question of terminology."h7 This meant that material
assistance from the United States was essential if the bulwarks against Com-
munism were to be built with the speed required by American security inter—
estse The Kutual Defense Assistance Program, Technical Assistance Program
and the Economic Cooperation Administration were finally ﬁll resolved to

be mutually supporting aspects of a single effort to strengthen the non—
Soviet world against Communist agression. Therefore, coordinating all of

these programs into a single foreign assistance effort became the central

Brown, Ope Cite, pe L39.
L7 Ibid, pe 505.
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aim of Congress and the Administration for the fiscal year of 1952. Recom=
mendations received from studies in the field of foreign assistance, ad=-
vised a continuation of economic aid with extensive shipments of military
suppliess The economic aid would be on a scale adequate enough to facilitate
expansion of European defense production. Vith mutual security considered
a new purpose, it was also believed a new program should be developede How=-
ever, the unfinished work of the European Recovery Program in certain coun=-
tries, it was felt, should be completede In the main, European rearmament
was to be achieved by European production following the initial push from
the United Statese It was also felt that the security of the United States
required assistance be given to the Near East, Africa and the Far East to
prevent further Communist advancese The existing administrative structure
was congidered to be adequate for carrying out this new program.,48
For the fiscal year 1952 there was 5,006 million appropriated for
foreign aid. Of this total amount $1,915 million, or 38 percent, went for
military assistance and $3,091 million, or 62 percent, went for economic
and technical assistancee Since about nine tenths of all foreign aid being
furnished in the autumn of 1952 was provided under the Mutual Security Pro-
gram, it seemed probable that military assistance would rise in the fiscal

year of 1953 to over 60 percent of the total.b9

hB Ibid, Pe 5070

h9 :_[_Pi_d.’ Pe 5350



Summary

This paper is essentially considering the foreign aid of the United States
from mid-19L5 to the present timees Gross foreign assistance for the transi-
tion period, mid=19L5 to April 19L8, exclusive of Interim Aid and the Greek-
Turkish Program, which really belong to the reconstruction period, amounted
to $1lie5 billion. with the reevaluation of American assistance policy, and
the recognition that relief was not enough, a reconstruction of the entire
European economic structure was the only solutione With the initiation of
the Truman Doctrine and ald to Greece and Turkey, emphasis was shifted from
relief to the objectives of reconstruction and recoverye The problem of
European recovery was no longer treated as being dependent primarily upon
recovery in Great Britaine. This led to the development of a four year pro-
gram, the European Recovery Programe DBecause the major emphasis of the pro-
gram dealt with Europe does not mean that other areas of the world were ex-
cluded, as missions to China and Japan were added. Taking fiscal years 19L8
to 1950, net foreign assistance totaled $15.6 billion. As the world situa=-
tion changed and security interests of America became of primary importance,
the foreign assistance programs shifted emphasis from economic recovery to
considerations of security and rearmament,

This phase of foreign assistance began with the Mutual Security Act of
1951e ith its enactment, all foreign assistance efforts were merged under
its lead in order to coordinate security measurese Military assistance had
begun to increase in importance from 1950 onward, but it was not until the
Mutual Security Act of 1952 was passed, and authorized over $Le2 billion for
military assistance and about $1l.8 billion for economic and technical assis=
tance, that military aid became predominante Even though military aspects in-

creased in importance, the reality of the fact that defense was dependent



upon sound economic strength did not change.
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CHAPTER FOUR

FAR.: ORGANIZATION OPINION AND PRESSURE GROUP
ACTIVITIES IN T .E FORMULATION

OF FOREIGN ASSISTANCE

The critical food situation in the post-war period made agriculture
a powerful force in solving the disorders wrought by the war. As indicated
earlier, the food supplies sent as relief did not solve the problem of the
breakdown of the farm-city exchange mechanism. These sup.lies simply offer-
ed a partial solution in relieving the "city famines". The solution was
found to lie in a program that would help to reouild the entire European
economic structure. Just how importa1t American agriculture was in the
determination »>f foreign assistance policy and the effect of the final pro-
grams upon agriculture in the United States, can only be found in an exam-
ination of the role agriculture played. 3efore moving into the actual opera-
tion and effect of the post-war aid projrams in American agriculture, it will
facilitate the understanding of agriculture's role by studying the operation
of the agricultural pressure groups.

The expressed attitudes of the various pressure groups are given in the
form of broad general resolutions. These express the general stand to oe
taken with respect to any vroad field such as foreign aid, mutual security,
taxation, etc. The testimony of the group leaders before Congressional
Committees would then give the specific applicztions of the general resolu-
tions. From this testimony arises the stand taken oy each group on a speci-

fic policy, the general resolutions becoming the backdrop against which this
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testimony fallse Generally these specific applications are congruent with
respect to the more general statements or the specific stand can be ration-
alized to fall within its frameworke Each of these groups have individual
conferences with congressmen, the President and other levels of administrations
Statements of policy and arguments about what is possible or desirable take
on specific forms and evolve into subsequent published testimony and lawse
Much of the influences of a pressure group occurs in this process, yet the
reverce also happzas, nanely that the political leaders may be able to modify
or change some of the attitudes of the pressure group leaderse. It is not poss=
ible to delve into these in detail in this papere

For purposes of this paper each of the major farm pressure groups will
be considered individually as they operated in the field of post-war foreign
aide The groups to be considered are the American Farm Bureau Federation,
The National Grange, The National Farmers Union and the Department of Agri-
culturee Except for small changes, dealing with individual commodities, the
attitude of each group remained basically the same for each post-war aid
measuree

In comparison to the magnitude of the European Recovery Program, the
programs instituted prior to the ERP were much smaller and had less impact
on the American economye Also the previous programs were merged into the
ERP in order to focus direction in aid and reconstructione Therefore the
main consideration will be given to the ERPe However, where changes did oc-
cur they will be notede It can be said that, generally the American Farm
Bureau and The National Grange supported the aid policy of the United States

following the ware The Farmers Union, however, supported the aid policy so
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long as financial and other aid were placed under the direction of the United
Nations agencies for distribution. In other words, they did not support any

aid on a unilateral basis from the United Statese

The American Farm Bureau Federation

The Farm Fureau is important in its effect on policy measures because of
its large organization vhich represents over a million and a quarter farm fam—
ilies in the United States and Puerto Ricoe The Farm Eureau has generally
favored and supported international cooperation and active participation of the
United States in the International Trade Organization and the Reciprocal Trade
Agreementse However, as has been the case with all individual segments of the
economy, it has also favored retention of escape clauses when individual com-
modities become adversely effecteds

The Farm Bureau has in general supported the Administration's post-war
foreign aid policye. Therefore as emphasis shifted from international attempts
at relief to unilateral relief from the United States, to recovery and recon-
struction and finally to mutual security and military assistance; so did the
policy stands of the Farm DBureau shifte It should be emphasized that Admin-
istration policy shifted first with interest group support followinge

The resolution adopted by the Farm Pureau in December 1947 offers the
framevork within which the Farm Bureau was to support European Recoveryes The

50

resolution is in part, as follows:

50 Resolutions Adopted at 29th Annual Convention of the American Farm Bur—
eau rederation; December 18, 19L7; ppe 2=3e
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Wle favor cooperation, within our productive and financial ability, in
the European Recovery Programe Foreign aid programs should be based
upon the principle of helping the people of the various nations help
themselvese No program of help is good unless it will lessen the need
for aid in the futureess o

"Expenditures for relief should be considered as part of the cost of
war and handled as suche The expenditures for capital goods, however,
should be considered as loans and means provided for repaymente We
favor a policy which will encourage the making of private loans and
investments abroadeese o

"ie favor the establishment of a bipartisan commission appointed by
the President and confirmed by the Senate, to administer the long=-time
aid program, which will be closely coordinated with the Department of
State, the Department of Agriculture, and other interested govermment
agencies. In the formation of the commission, agriculture should be
given adequate representation.

"ye should make certain that the aid is used for the purpose intended.
The individual recipients of any aid should be informed that this aid
came from the United States and was produced by free people working
under a system of private enterprise."

Viithin this framework Allan B, Kline, President of the Farm Bureau,

gave his testimony before the Senate and House Committees on foreign policye

The testimony may be considered as a reiteration of this resolution but also,

as an expansion of it, with respect to specific applications to the measures

in questione The following paragraphs are paraphrased and condensed from Mr.

Kline's testimony before the Foreign Affairs Committee of the House of Rep=

resentatives:

52
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Mr. Kline's testimony was the same before both Committeese

United States Foreign Policy for a Post-=Var Recovery Program: Hearings

before the Committee on roreign Affairs; The House of Representatives,

80th Congress, second Session, Part 1, ppe 9L0=960.
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"It is recognized that the program will cause some temporary hardships
upon this Nation, but is also realized that food shipments alone cannot
solve the problems The problem can be solved only by shipment of mache
inery to produce needed goods and services and stabalized currencies
which will re-establish the deteriorated production-exchange mechanisme"

"It is recognized that the Department of State is responsible for our
foreign relations. However, it must be realized that the impactsof this
aid program on the domestic economy are not necessarily vi thin the juris-
diction of the Department of Statee This fact then gives rise to the
need of a commission to be established to administer the programe Be-
cause food is one of the major items in the program, it is felt that a
person familiar with agriculture should be on the commissione"
"It is apparent that American agriculture will need foreign marketse
Before the war, Western Europe produced only about two-thirds of their
food needs and the United Kingdom less than one-thirde Adjusting our
expanded wartime productive volume to peacetime demands will be easier
if we have foreign markets. The strain on our economy can be lessened
if products in excess supply are utilized, thus lessening pressures on
other commoditiese"
"The program must, however, be Europeang Our job is to initiate the
program and allow it to be a self-help programe. /e cannot begin to
feed Europe.”
During the question-and-answer session, lr. Xline supported and expanded his
statement. In general, he supported his contention that such a program would
not mean a controlled economy in the United Statese. Also, such a program was
necessary because of the breakdown of the exchange of food for manufacturers
between Eastern and Western Europes
It is not necessary to further express the feeling of the Farm Bureau
as to the importance of American agriculture in rehabilitating Europe or
the importance of a rehabilitated Europe to American agriculture. The sup-
port of the Administration's program is manifest throughout the testimony,
within however, adequate safeguards for the domestic economy of the United
Statese With each succeeding year of the program this support was contin-

uede In 1948, greater cooperation with the FAO (Food and Agricultural Or-
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ganization of the United Nations) to establish effective extension services
was advisede The use of surpluses was advised to the extent that they could
be utilized, but the program should not be used for dumpinge In 1949, it
was urged that counterpart funds be established and used to promote recovery
projectse The use of surpluses was again advised, to the extent they could
be used.

With the increased tempo of the Cold War and the shifting emphasis to
military aid, the policy stand of the Iarm Bureau began to shifte Xilitary
security was found to be necessary for further progression of the economy
and of recovery. Therefore, mutual security became congruent with economic
recoverys By 1950 it was felt that for a suitable environment to prevail
the combined military strength of the free nations must be adequates The
Farm Bureau urged the establishment of a single independent agency to admin-
ister all United States aid programs. This general framework offered the
support of the Farm Pureau to the establishment of the Mutual Security
Agzency. In 1951 as the Korean iar progressed further support was given to
MSA and resolutions were established to advise greater use of recipient coun-
tries! resources rather than relying upon American resourcese

The desired use of counterpart funds was shifted to include not only
recovery projecté but also to cover the commensurate cost of goods received,
cover necessary local expenses of ZAmerican personnel, for stockpiling stra-
tegic materials for the United States, and to cover United States commit-
ments to other friendly nations from their existing productive capacity, if

adequatey If not adequate, then the money was to be used to make loans with-
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in that country to create such capacitye Production of defense needs was
encouraged in order to save dollars and minimize demands upon American re-
sourcese <The United States was also to formulate a set of prerequisites
for further aid, these being to attack those things which breed discontent,
to promote agricultural and industrial production, stabilize currencies and
balance budgets, reduce trade barriers and increase trade and prohibit re—
export of American aid materials to unfriendly nationse Disagreement with
the division of funds between military and economic ends crept into the picture.
The Farm tureau felt that a greater emphasis should be given to economic
ends as opposed to military ends than was given in the Liutual Security Act of
1951e In 1952 support was continued but it was felt that the prime effort of
lutual Security should be to develop a free world economy by emphasizing trade
and not aide No United States produced military items should be sent to those
who could produce them themselvese In 1953 the Farm Cureau began to shift
their stand once againe. It was felt that funds for mutual security should be
divided into three distinct groups for military aid, economic assistance and
technical assistances. This way it would be possible to expand or contract
any one of these without disrupting the otherse. They believed that with the
change in political control and the drive to cut expenditures and balance the
budget, this was feasiblee. Unnecessary funds could be cut out without cutting
funds of either of the other two groupse liilitary aid was to be directed to
help the Allies build their own defensese. Lconomic aid should be replaced by
trade and greater emphasis given to developing "underdeveloped areasW. Tech=

nical assistance should offer a better program for training native personnele
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So the policy shifted as national sentiment shifted and »political power
changed handse Other than minor disagreements on small issues, the policy

of general non-~partisan support continuede

The National Grange

The general trends in policy positions of the Grange are very close to
those just described for the Farm Zureau with respect to foreign aid policye

The support of the Marshall Plan was given in the resolution adopted at their

National Meeting in 1947 It reads in part as follows:53

"ie endorse the principles of the Marshall plan upon the following con-
ditions:

1. That aid to a needy country be given only when the recipient
shows willingness to help himselfe

2. That standards of performance in terms of production be set
up and that the price of aid be the reasonable attaimment of
these goalse

3+ That a loan and relief administration be set up to administer
the direct relief under strict supervision to insure maximum
benefitse

Le That the limitations of our resources and our own needs be
considered in granting aide"

These four general statements offer the framework for support of the ERPe

The above conditions also offer support to the administration for their shift

in policy from an international relief program to unilateral relief programs.
The statement of lr. J. Te Sanders of the Grange before the House For-

eign Affairs Committee was an expansion and explanation of this stand with=

Hearings before the Committee on Foreign Affairs of the House of Rep=-
resentatives; ope cite; Part 2, pp. 1,379-1,330.
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in the framework of the above resolution. The testimony of lre. Sanders is
very similar in context, as were the resolutions, to that of lir. Kline of the
Farm tureau. However, there is also one large divergency between theme ‘here-
as Mre. Kline only indicated briefly the rebuilding of trade between Eastern
and V.estern burope; l'r. Sanders went quite deeply into this line of reason-
ing as an dlternative for a rehabilitated Europee It was felt that if this
trade were increased the communist hold over tastern Duropean countries
would be weakened rather than the reversees If this were not possible then
the increased production of manufacturers in western Zurope could be used to
trade for the agricultural products to be obtained elsewhere in the worlde
The testimony presented did not stress as heavily the expansion of the world
economy through a general increase in mutually beneficial trade and lowering
of trade barriers as did that of the Farm Bureaue This appears to be rather
indicative of the traditionally tighter trade policy of the Grange with res—
pect to American Impor’c.s.sl‘l

In making a general summary statement of the Grange's position with res-
pect to ERP, it can be said that they supported the administration's policy.
They saw the program as primarily European and the success of such an under-
taking resting in the cooperative effort of the sixteen European nations
making up the OCECe The part to be taken by the United States in such a pro-
gram, the administration of the program, and the importance of the program to
the United States are very similar to those described above under the Farm

Bureaues The only divergence comes on the question of trade, with the Grange

S For a more complete picture of the actual testimony of lir. Sanders, see
the Hearings, ope cite, ppe 1,379-1,391.
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remaining more vague and isolationist on the subjecte.

The National Farmers Union

In turning to the other major farm organization, the Farmers Union,
we encounter an almost completely opposing viewpoint on the subject of for—
eign aide Where the Farm rureau and the Grange shifted support from inter-
nation relief to unilateral relief and reconstruction, the Farmers Union re-
mained internationaliste. That is to say, they continued to insist that such
undertakings should be fostered and fed through the United Nations agenciese
They supported the idea that relief was not enough a1d that some program of
reconstruction was needed and must be undertaken, but it should be done throuzh
the United Nations. The Farmers Union people considered the failure of UNRRA
to cope with the problem, and the small amount of work done by other agencies
as FAO and ITO, as a result of the lack of support on the part of the United
States and other member nationse.

Throughout the postewar period the Farmers Union has supported the con-
tention that the United Nations is, in present times, the best way to keep
peaces The only way in which the agencies of the United Nations could work
effectively is through the acceptance of United Nations principles by large
and small nations al ikee The United Nations cannot function to its fullest
benefit if dominated by a minority of the Great Powers.

Opnosition to the shift in American foreign aid policy occurred in 1947

when the Greek-Turkish aid program was proposed by President Trumane The
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Farmers Union opposed this program on three grounds:
"..e That the kind of assistance proposed by the President simply will
not work, that American funds should not be used to support military
power of any foreign government, and that the bypassing of the United
Nations by its most powerful member inevitatly delivers a damaging blow
to the United Nations."

This was followed in September 1947 by a similar statement advocating that

financial and other aid be placed under the direction of the United Nations,

and that the Jorld Fank and the Monetary Fund be converted to agencies for

the general welfare rather than profit making organizations. Zuropean rehab-

ilitation is for the general welfare and not a profitable operation in the

dollar sense.56 This stand was supported by all of the State Farmers Unionse.

They considered the abandonment of UNRRA as reckless and the unilateral aid

proposals as piecemeal and condemned such action. However, if the Marshall

Plan viere put forward on a self-help basis and the program were to be executed

through United Nations agencies the prozram would be supportede. This, however,

was not to be the casee

As work progressed, with the compilation of data needed to formulate the
plan, and the OEREC prepared itself to work unilaterally with the United States;
the Interim Aid Bill for France, Italy and Austria was passede The Farmers

Union, however, did not relent in its opposition to aid on a unilateral basise

The Farmers Union gave strong backing to HeRe LSLO which came nearest to their

beliefs. It was to work in close conjunction with the United Nationse. The

55 European Recovery Program: Hearings before the Committee on Foreign Re-
lations; United States Senate; 06Oth Congress, Second Sessionj Part 2;

Pe 927e

56 Ibid, Pe 927.
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two main bills, He.R. L579 and S. 2202 were opposed, even though both were com-
bined into S. 2202 which finally became the Foreign Assistance Act of 1948
and established the ECAe The drawbacks were many including the lack of enouzh
agricultural help in the measures, the inadequacy of the $6.3 billion request
for the first 15 months and the slowness with which aid should be provided.

However, some support for this type of aid did come forthe They did
support the idea of information services to identify aid from the United
Statess The objectives of reconstruction rather than relief were supported
as was the philosophy of assisting suffering people wherever and whenever

they could be helpede.

The Department of Azriculture

Although the Department of Agriculture is a part of the Ixecutive branch

of the Government it may be considered a pressure group for the furtherance
of agriculture. It may also be consldered as an interested group serving some
functions of a pressure group representing the agricultural point of view.
The role of agriculture in such a program as European Recovery would hinge
heavily on the Department of Agricultures' efforts along such linese e have
seen in the preceding discussions that farm organizations consider agricul-
ture an integral part of any recovery effort both in the United States and in
Europee

It will be remembered that the crucial problem to be attacked was that

of foode In his testimony before the Senate Foreign Relations Committee,
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Secretary of Agriculture Clinton Pe. Anderson said:
"One of the chief focal points of any Zuropean recovery program must,
unquestionably, be foodeee Western Zurope at best is dependent upon
the outside world for much of its food. Eefore the war - specifically,
in the years 153l throuzh 1938 - the area as a wole produced only two=-
thirds of its total food. The rest was imported... Another factor af-
fecting the world food situation and Zurope's sources of supply is the
decline in food production in the rfar Easte Lefore the war, the Far
East was annually a net exporter of six and one-=half millions of tOnSeee
This food shortaze in Vestern Europe and other parts of the world has
thrown a terrific burden on the United States. From 193L to 1938 we ex-
ported only L.6 percent of all grain moving in world trade. Last year,
with almost exactly the same amount of grain, we exported 52.4 percente®
This gives a broad view of the importance of American agriculture, with respect
to food production in the post-war periode Table IV offers an indication of
food requirements necessary to carry out the programe It presents both CEZC
estimates and the United States estimates. One can see that the estimates of
the CZZC, according to American reasoning, were too large in relation to the
amounts that could be supplied from world supplies in food grains, livestock
feed, and fats and oilse Turning to Table V one can find the expected posi=-
tion of the United States with respect to supplying these needs. The two
tables are largely self explanatory with no lengthy discussion needede.
These exports were destined to play an important part in relieving, for
a short time, conflicts between domestic price policies and foreign and tariff

8
policieses .= the Secretary testii‘ied:5

"Our farmers are now producing a third more food and fiber than they
were before the war. Lhey have revolutionized farm production and the

51 Hearings; United States Senate; ope cite; part 1; pp. 304 and 307

58 Tbid, pe 315
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revolution is here to stay. Our farmers are not going to give up their
new machines or their high yielding varieties, their improved insecti-
cides or their methods of cultivation. Te are going to have an abun-
dance of agricultural production, and we shall continue to need outlets
for some of our most important farm commoditiesee.. there has been gen-
eral agreement that for many years to come we will need sizable export
marketse.. for cotton, wheat, tobacco, lard, rice, and certain fruits
and vegetablese™

The program was to serve other purposes also. As Table V indicates, the
amounts of the various commodities exported to Europe would gradually be de=-
creased as the production of Hurope was revived and emphasis shifted to fill-
ing out other portions of the capital structure. The program would undoubted-
ly maintain a strain on our grain areas, but it would allow also for farmers
to shift gradually to another production pattern as food was de-emphasizede.

This idea in support of the program was also presented by the Secretary who

59

saide

"The program is also feasible from the standpoint of our own agriculture.
Not only can agriculture do its part but in the long-run it should bene-
fit from doing sOees o« It will delay our return to more desirable land-
use practices and make a more intensive conservatlion program.™

"But after the first year or two, as this program puts less and less
emphasis on cereals, it will fit in with our needed productlon shiftse

And as I have just pointed out, in this country, this program would aid
either directly or indirectly, our farmers."

Summary
Although the majority of American agricultural representatives favored

the unilateral form of aid, those who dissented did favor the basic philos-

59 Tbid, pe 315
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ophy of reconstruction as opposed to relief. <this discussion has been an
attempt to congeal the ideas of the farm orgzanizations put forward on the
problem of post-war relief and reconstruction. The discussion concerning
the three major farm groups and the Lepartment of Agriculture have presented
these views of such relief and reconstruction measures, with the theme tend-
ing toward its importance to the #American farmer. ‘he major basis of sup-
port was found to be in that a rehabilitated Europe was necessary if the
United States was to continue its high production level. Although much self-
interest concerning individual commodities was present, there was the ever-
presence of the interweaving of humanitarian idealse

with this background we shall now move on to a consideration of the
operation and effect of these programs upon American agriculture. However,
in summarizing this section it would do well to give some conception of the
situation prevailing at the time, indicating the reason for such a policy
stand.

With the close of the war, the feeling toward an international attempt
to maintain the future peace and relieve the present suffering, was very highe
Unfortunately, the lack of trained personnel led to an inadequate relief dis-
tribution mechanism. Coupling this with the refusal of many countries to al-
low UNRRA observers to check relief distribution, the United States, who was
the largest single supplier of UNRRA, changed her policy to one of unilateral
aid.

The re-evaluation of American policy leading to this policy shift evolved
the idea that reconstruction of the wartorn countries was necessary, that re-

lief was not enough to meet the needs. From this one can deduce that in order
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for the United States to retain its high production it was necessary to re-
build her larzest single market, Zuropes The Farmers Union felt it could

be done through the United Nationse. The Farm Bureau and the Grange con-
tinued support of the Administratione As the Cold ‘Jar increased in tempo
this unilateral basis of aid became, not only a humanitarian undertaking to
relieve suffering, but also one of political expediencye Not only did we
rebuild nations friendly toward America but we also postponed necessary
revisions in domestic farm price policye As the emphasis shifted from econ-
omic aid to military aid the two farm groups continued support because it
became necessary, in the eyes of the Administration and Congress, to protect
these revived economies with military strengthe To have refused support of
these programs could have forced domestic price policy revisions as Commodity

Credit stocks increased to the point that they became over-burdening due to

the loss of foreign outlets during the ware
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CHAPTER FIVE

ECA - MSA; THEIR IMPLICATIONS AND EFsECTS

Before entering into the main body of the discussion it should be
pointed out that the greatest emphasis will be placed upon the ECA - KSA
programs. As previously indicated, the funds moving into the Civilian
Supply Programs are difficult to determine and data often tines totally
impossible to obtain. Because the ECA, and later uSA, drew together under
one agency nearly all of the aid programs, the primary implications and
effects of post-war foreign assistance will start with ECA at its initia=-
tion in April 1948 and then treat previous programs in the body of the
text.

The position that American agriculture was to assume in the program
of reconstruction in Europe can be found in the final writing of the Foreign
Assistance Act of 1948, and amendments. The funds that subsequently were

channeled into procurement of food and agricultural commodities is also

indicative of agriculture's share in foreign aid. The Act provided that:éo

", ..in order to conserve by-product feeds for maintenance of American
agriculture, not less than 25 percent of the aggregate wheat and wheat
in the form of flour being sent to Europe was to be processed in this
country. Further it provided that when the Secretary of Agriculture
declared a comnodity to be in excess of domestic requirements, the Ad-
ministrator shall authorize the procurement of any such surplus agri-
cultural commodity only within the United States. Also, the Secretary
could make payments, to any agency, which would help pay costs of dis-
posing of these swwpluses. The Secretary could make payments in amounts
not to exceed 50 percent of the sale price of the commodity. Due
respect was, however, to be given to the availability of these commo-
dities in the respective recipient countries, and the amount of the
excess available for shipment.®

60 This has been paraphrased from - Public Law 472, 80th Congress, Chapter
169, 2nd Session, S. 2202, Title I, Sec. 112, Subsec. d.
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Legally the Secretary of Agriculture possessed a great deal of power
with respect to the authorization of comuodity procurements. It was
within the Secretary's power to relieve any pressures upon the CCC with-
out touching domestic supports. This will be taken up at a later stage
with the consideration of inconsistencies between domestic and trade poli-
cies. Although the Act itself gave great potential power to agriculture,
it did not provide the actual funds that were to be used in procurement
of ;gricultural commodities.

From the initiation of the ERP on April 3, 1948 until iay 31, 1953
the total amount of the procurement authorizations was $14,985.5 million
for Europe and the Far East. The total commodity authorization was
$12,888.4 million. Of this amount $5,996.5 million was channeled into
the procurement of food and agricultural commodities. This was L6.5 per-
cent of the total commodity authorizations. For this same period the
American economy received a total of $8,995.3 million in commodity author-
izations or 60 percent of the total authorizations and 62 percent of the
total commodity authorizations.él Funds used to purchase American agri-
cultural commodities totaled $L,816.5 million, which is 80.3 percent of
the total authorization for food and agricultural commodities or 53.5
percent of all commodity funds entering the United States.

To consider the period prior to, during and after the enactment of

the European Recovery Program, Table VI has been constructed. During this

61 This difference between the total and the comnodity authorizations
represents funds used for technical services; ocean freight of which
well over S0 percent went to American shipping as provided in the
Act, and other lesser items.
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period a variety of programs were in operation; such as GARIQCA, the British
Loan, Greek=-Turkish Aid, Philippine Rehabilitation, and other lesser pro-
grams. Each in itself was not adequate to remedy the war-torn disorders;
however, the total aid did amount to about $15 billion. With about $3.8
billion devoted to the purchase of farm products, this meant about 27 per-
cent of the funds going to American farmers. For the three years 1945-47
inclusive, these aid program funds represented a yearly average of 39 per-
cent of the value of all agricultural exports on a commercial basis. The
actual figures can be seen in Table VI.

TABLE VI: Value of United States Agricultural Exports -

Commercial and Aid Programs.
(Figures in Billions)

YEAR AGRICULTURAL AMOUNTS MAJOR PERCENTAGE UNDER
EXPORTS KINDS AID PROGRAMS

Lend-Lease

1945-46 $2.8 $1.L UNRRA 50

1946=47 3.6 .8 UNRRA, GARIOA 22
Interim Aid

1947-48 3.5 1.6 GARIOA L6

1948-L9 3.8 2.3 ECA,GARIOA 60

1949-50 3.2 2.0 ECA 62

1950-51 3.4 1.2 ECA 35

1951-52 4.0 o7 ECA, MSA 17

1952-53 2.9 o MSA 12

Source: Witt, Lawrence W., "Considerations in Evaluating the Effects of
Foreign Aid Programs on Trade in Farm Products", Journal of Farm
Farm Economics, December 195k. «

During this interim period, 1945-L48, agricultural products, in the aggregate,
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became more important than under Lend-Lease, However, the complexities of
the administrative structure of aid in this period makes a quantitative esti-
mate difficult.62 In programs such as UNRRA and Interim Aid, LO percent or
more of the expenditures were for food, plus some cotton and tobacco, fuel
and fertilizers.63 During the period of European recovery the initial im-
portance of agricultural products diminished as depleted European stocks were
replenished and emphasis shifted to industrial and military end-use comnodities.
During the first year of the program over 50 percent of the expenditures were
for food and agricultural products. The food, feed and fertilizer shipments
declined to about 20 percent during the fiscal year 1950-51 with increases

in cotton and tobacco making up only part of the decline in other farm pro-
ducts.éh As emphasis shifted more to military aid and the form of aid was
divided into Military, Economic and Technical Assistance, the expenditures
for food represented only about 10 percent of the combination of all three
forms of aid.

To obtain a more conclusive idea of the importance of the programs to
American agriculture we can draw a comparison between Table VI and Table VII.
With exports averaging about 1l percent of cash farm receipts, and with 38
percent of this coming from the aid programs, it can be seen that the aid
programs were of as great an importance to American agriculture as the com-

modities were to those who needed them.

62 Witt, Journal of Farm Economics, December 1954. op. cit.
3 .

6l Ibid.
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TABLE VII: United States Agricultural Exports and
Total Cash Farm Income, 1946-53

PERICD EXPORTS AS A PERCENTAGE
OF CASH FARM RECEIPTS

1946 12,9
1947 13.1
1918 11.5
1949 12.8
1950 10.0
1951 12,2
1922 10.5
1953 | 9.1

Source: Taken in part from Johnson, D. Gale, Agricultural Price Policy and
International Trade, Essays in International Finance, No. 19,
Princeton University, June 1954, p. 2.

Pressures to Buy in the United States

During the war the pressure to favor certain exports held little con-
sideration due to a ready market for almost all commodities both through
lend-lease and the American Army needs. The situation following the war,
discussed previously, also placed heavy demands upon American agriculture.
However, the feed, fertilizer and exchange of current technical information
speeded the recovery in foreign agriculture so that by 1949 European Agri-
cultural production was at pre-war levels and by 1953 was 20 percent above

pre-war or about equal on a per-capita basis.65 When the ERP was undertaken

65 1pbid.
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in April of 1948, supplies of many goods and services were quite short in
the United States. Domestic production and emplyment were high. The
fear of pushing the inflationary pressures, through the operation of the
aid programs, was a major concern. This attitude was reflected during
the first year of the program in the policy of ECA, which encouraged pur-
chases from sources outside of the United States in meeting requests for
many commodities.

In late 1949 there was a mild recession in some sectors of the economy;
industrial production had declined 16 percent and non-agricultural employ-
ment was down by two million. There was no longer the same necessity
to safeguard the United States supplies. Rather, the emphasis was placed
upon the use of surplus commodity stocks, wherever needed or even if not
strongly needed to meet foreign aid requirements. Against this background
the ERP in contributing to the financing of exports, incidentally had a
stabilizing effect on the American economy.66

Coupling this situation in the United States with the recovery in
Europe, pressure began to mount for increasing export outlets--imports to
the United States==through the aid programs. ihen countries did not have
goods to export to the United States there was little pressure. However
when products were made available and other countries tried to earn dollars
the pressure increased. When the Foreign Assistance Act was passed, cre-
ating ECA, some protectionistic devices were added by unilateral decision
such as the 25 percent milling requirement, forcing the administrator to

use declared surpluses and that 50 percent of all shipments were to be

66 This has been paraphrased from: Seventh Report to Congress of the ECA;
For the Quarter Ended December 31, 1949; Nay 18, I1950; Washington, D.C.;
Chapter IV; p. 58.
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made in American ships. The real pressure did not come until the second and
third years of the program. Provisions concerning increases in agricultural
products were almost enacted when $1.5 billion was to be set aside during
the second years' appropriations exclusively for procurement of these pro-
ducts. This was eliminated on the floor of the Senate at the plea of the
Administrator for a flexible budget and a desire to maintain the basic
humanitarian goals of the program. When this was supported by other groups
. the effort to require that 15 percent of the corn must be shipped as grits
and flour was defeated, while the 25 percent milling requirement was cut in
half in the second authorization and eliminated in the third.67 The his-
tory of ECA legislation allows the conclusion to be drawn that by and large
the direct efforts to increase exports wvia the programs were defeated.

When the program was divided under the three titles = ifutual Security,
Technical Assistance, and Econoumic Assistance = the opportunity for farm
product exports declined. Great efforts are now being made to increase
exports of farm products under Section 550 of lSA, wheat for Pakistan and
the Agricultural Trade Development and Assistance Acts of 195&.68 Also
the use of Section 32 funds permit the CCC to dispose of accumulated sur-
pluses. In considering the "Buy American™ conception, which is becoming
more evident, we may cite the following:69

"The 'Buy American' principle is strongly in evidence along with
security conceptions which prefer to maintain production in this

67 Witt, op. cit., Journal of Farm Economics, December 1954. See also

Brown and Opie, op. cit.; pp. 167-170.

68 4.

69 Tbid.
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country. In effect this means that we are operating as if we had
a comparative advantage in the production of military items relative
to farm products and other commodities. Greater offshore procure-
ment of military items would provide foreign purchasers with more
freedom of action in buying the American products they considered
more advantageous. The evidence is that contracts are placed in the
United States even at 30 to 50 percent higher costs."
The result of all of this has been an increasing belief in a two price
system and a retention of domestic policy out of line with necessary
foreign policy.

We now turn to a consideration of the effect of these programs upon

American agricultural prices, production and surpluses.

Effect Upon Agricultural Prices, Production and Surpluses

Undeniably these aid programs had effects which were both desirable
and undesirable, depending of course upon the philosophy of the pefson
considering these effects. However, it is not the author's intention
to argue these effects with relation to the underlying politico-economic
rhilosophies. The approach is general and will lack any statistical com-
putations of elasticities and the effects of the assistance funds upon these
elasticities. Although there has been very little real analysis of these
programs in terms of statistical evaluations, such an evaluation would re-
quire very complex calculations to numerically evaluate the intricate inter-
relationships inwolved as these programs developed and operated.

During the war period, 1941-1945, the demands upon American agricul-
tural production, by the Allied armies and many of the countries themselves,
caused a great expansion in productive capacity both in terias of acres
planted and total output. This expansion occurred in almost every commodity

as well as in the export of the commodities. This fact of the observed
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expansion during the war period, in fact, the first several years of the
peﬁiod, leads one to investigate the relevant supply elasticities in deter=-
mining the effects of increased returns to farmers. This must then be
coupled with the demand effects arising from increased spending as well
as the effects of increased supplies of farm products. The demand con-
siderations will be discussed at a later point. During most of the war
period, prices were bouyant and ready markets were available for absorbing
the increased supclies of farm products. However, with the termination
of lend-lease the relevant demand schedule also changed. As a result of
the large production, prices were again being forced down and stocks were
beginning to accwmulate under the support programs. Although there was
a realization of the need for food in foreign economies, the acutedollar
shortage limited the purchases of American food supplies. With the fail-
ure at international cooperation in relief, coupled with the shift in
Soviet policy, the Cold War swung into high gear. It now became apparent
that there had to be a reorientation of American foreign pdicy. The policy
reorientation led to the enactment of the system of bi-lateral and uni-
lateral assistance programs in the attempt to "contain" the Soviet advance-
ment into the non-communist world.

Combining this policy reorientation with the increased tempo of the
Cold War, prices became bouyant once again, as internal demands increased
and production remained at a high level the assistance programs again opened
the foreign markets. Production remained at a high level., The favorable
effect upon the expectations of producers encouraged further expansion of
output and further improvements in technology, although this latter point

cannot be attributed solely to the aid programs. In the light of bouyant
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prices and higher expectations it is appropriate to look at the production

or supply side of the question.

The Supply Side

The question to be asked is this; what will happen on the supply side
as a result of this increased expenditure on farm products? This is essen-
tially the same question that arises in considering the effects of a support
program where it is asked; who or what factors gain from the increase in
returns due to the increase in price, and what are the effects of these
gains? Considering this question, look at the individual factor supplies
to thé producer. At a first glance one might say that the increased return
would be attributed to the land with the result of an increase in land
values., However, this is not the case unless all other factors have an
infinite supply elasticity. If there is any elasticity at all to the supply
functions, the above will not be the case (If the elasticity is less than
infinity but greater than one). In this case the increased return will be
dissipated by an increased use of these factors with the resultant increase
in output, if there are no limitations on output. In the case where the
supply elasticity of the factor is zero the increased return will become
a rent. Although it will not be a Ricardian pure rent but a Marshallian
quasi-rent. It will be pure rent where the factor is completely fixed to
the industry and cannot be changed over time. It will be quasi-rent where
the factor, fixed for the short period, can be changed over time to dissi-
pate the above normal return. Further, if along with these aid programs
there are limitations on output then these increases also become a quasi-
rent to the factors concerned. This is true because it is not now possi-

ble to increase production, due to limitations on output, and the amount
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of the quasi-rent will be dictated by the elasticity of the supply function.
In other words, the amount of the rent will be the difference between the
amount of the factor used before the increase in income and the amount of
the factor that would be used after the increase in income. The amount
that would go to hiring more of the factor is then the amount of the rent
where there are limitations imposed on the output.

However, the latter does not seem to be the case because there were
no limitations on the output of any commodities with the exception of to-
bacco. Hence, if we were to consider the assistance funds as a form of
export subsidy the above analysis could be carried through. Therefore, it
can be reasonably predicted that as a result of the aid programs production
was kept at a high level and in some cases increased through the increased
use of factors arising from the increased returns due to the assistance
funds.

The reservation on technology should now be brought into the discussion.
The increased use of new technology must also be attributed to the greater
availability of it following the war, as a result of the shift of industries
to peacetime production of technological innovations. Because of the limited
domestic use of certain types of new technology during the war period, (in-
volving machinery, rubber, metal and chemical goods) much of the increased
incomes went toward debt retirement. Following the war, the current income
could then be used to purchase new technology. However, the optimistic
expectations arising from government aid policy also allowed further invest-
ment in new technology. The effect of the two must be considered together.

Still on the supply side, turn to the question of surpluses. Although

there are also many demand considerations here, it will be considered under
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the supply side. This may also be considered as a transition to the consid-
eration of demand factors. In the case of surpluses, it can be stated
definitely that the aid programs either stopped surplus accumulation or
decreased its magnitude considerably, depending of course upon the comno-
dity. The effect of the aid programs then depends upon the magnitude of
the assistance funds directed toward the purchase of a commodity. If funds
used to purchase a commodity were enough to absorb the current flow sur-
pluses, plus decreasing the existing stock in storage, then one could say
that there was an appreciable effect on surpluses. On the other hand, where
procurement funds were only sufficient to absorb current flow surpluses, the
programs would be considered to have much less effect. Surpluses in the
sense used here are considered to occur when the output of a comnodity is
over and above the total effective demand for a commodity, exclusive of the
amounts going into the aid channels. These statements as to "effect" are
made in light of losses that would accrue to the government upon future
disposal of surplus stocks. In the first case, the loss would be diminished
as existing stock surpluses in storage were disposed of at market prices
above the support purchase price. In the second case, existing storage
stock surpluses would still exist, although they did not increase, and when
they were disposed of in some future period they would most likely be sold
below the support price or given away. This would hold unless new demand
channels could be opened to absorb the existing production plus the storage
stocks. However, this does not seem to be the case as can be illustrated
by the potato incident in 1948-1950 and comnodities "given away" under var-
ious titles. To what extent either of these propositions are true would

require an investigation of comnodities that are entering the aid channels
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and are at the same time under support in the United States. The comuo-
dities referred throughout this analysis of the "supply side™ are wheat,
cotton, corn, dairy and egg products, tobacco, rice and several lesser

groups. This analysis can be carried through for each comiodity separately.

The Demand Side

To complete this analytical picture consider an examination of the
demand side. Working7o has aade calculations dealing with the demand for
food during the period of the rearmament, that is the period following
the war until 1950. However, when one considers the entire period of the
aid programs the problem is much more complex than he has indicated. It
would be applicable to summarize at this point the conslusions that Working7l
arrived at concerning the demand for agricultural output during this period.
Agricultural exports and government purchases have been largely dependent
upon actions of the American government. Hence, because of the inelastic
demand for food these government actions have been important agents in
affecting food prices. Since the beginning of World Wwar II total demand
for food has increased. This increase has come both from an increased
population and from increased consumption per capita which has resulted
from increases in real income. Further, he holds no prospect for any great
increases in demand as occurred during World war II. Furthermore, any
changes in food prices will depend upon the supplies available for domestic

use and upon government monetary and fiscal policy.

70 Wbrking, E. J.3 "Appraising the Demand for American Agricultural Out-
put During Rearmament"; Journal of Farm Economics; Volume XXXIV;
Number 2; May 1952; pp. 206-224.

71

Ibid.; p. 224; Paraphrased and summarized.



71

These conclusions are essentially the basis for the previous state-
ment that Working's calculations are not representative of the entire per-
iod over which the aid programs operated. To consider the effect of these
programs one must not only consider the effect within this country but also
the effects on the recipient countries' dollar earnings. These in turn
would lead to added secondary effects within the United States. The most
obvious place to begin such an analysis is to start with the effect of the
foreign assistance funds upon the cash budget of the government.

Because of the nature of the situation facing the government during the
inception of the programs, it is rather evident that policy inconsistencies
were bringing about great pressures. Although demand did increase during
the war period, and domestic demand continued high following the war, the
immediate post-war economy could not absorb the agricultural production
forthcoming. Therefore, these pressures, among other things, led to foreign
assistance. The big question is could the government have kept the economy
on such a high level with a decrease in personal income taxes which would
have increased the consumers' disposable income. Hence, any appraisal of
the effect of foreign assistance must be in the light of some alternative.
This is implied above because it is rather obvious that the American economy
could not have continued at such high levels unless the European markets
were opened and restored to normal. Or alternatively, the income of con-
sumers would have to have been substantially increased to increase domestic
consumption. The question is, of course, which will absorb the most out-
put. Would the European economies absorb more current food production or
would the increase in consumers disposal income absorb more? It is simply

a question of income elasticities of demand for the current food supply.
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The writer believes the nature of the analysis needed to really determine
the true effects of the foreign assistance funds is aptly described by

Don Kaldor:72

"Perhaps the most fruitful place to begin such an analysis is with
the effects of foreign assistance upon the government's cash budget.
One might reasonably assume that, in the absence of foreign aid, per-
sonal income taxes would have been reduced by an equivalent amount.
An alternative assumption, somewhat less realistic, is that there
would have been an equivalent reduction in bank debt. i#hile the
direction of the effects upon the demand for farm products would

be much the same in each case, magnitudes would be significantly
different.

"Next, one would need to consider the effects of the increase in
disposable income, as a result of lower taxes, upon the level of
domestic demand for farm products. Some consideration would need to

be given to the impact of the tax reduction on the distribution of income.
It also would be necessary to trace the effects of the increase in dis-
posable income on the expenditure for the non-farm component of cur-
rent consumption. Here one would need to recognize the differences in
the spending propensities of the government and the public. Since
private investment expenditure may respond to a change in consumption
spending, the relationship between consumption and changes in the

level of private investment need to be examined. An analysis of these
factors would provide a basis for appraising the effects of foreign

aid upon the level of income in the United States. After such an
appraisal, one would have to relate any changes in the level of income
to the domestic demand for farm products.

"In addition, it would be necessary to investigate the effects of
foreign aid upon the dollar earnings of countries importing American
farm products. These countries have spent substantial amounts for

farm products over and above purchases made under the foreign aid
programs. Any change in the level of United States income associated
with foreign aid would tend to induce a change in the value of American
imports. This means a change in foreign dollar receipts on current
account. It then would be necessary to relate the change in foreign
dollar earnings to the level of export demand for American farm products.

"If the effects of foreign assistance on foreign dollar earnings turned
out to be fairly substantial, consideration would have to be given to
the secondary effects of this on the level of domestic demand. Such

72 Kaldor, Don: "U, S. Foreign Economic Assistance - Discussion™; Journal

of Farm Economics; Volume XXXIV, Number 5; December 1952; p. 672.
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secondary effects could be produced by a change in the level of

domestic income induced by the change in American exports, associ=-

ated with the initial change in foreign dollar earnings.

"It is apparent from this brief account that an analysis of the

effects of foreign assistance upon the demand for American farm

products would constitute a research problem of major proportions... .M.
From this above analysis one obtains the nature of the scale of analysis
needed. However, this would simply indicate the relevant demand condi-
tions. It would further be necessary to bring the supply conditions in
to determine the effect upon the agricultural industry as a whole. Fin-
ally, and probably most important, it would be necessary to consider the
possible changes that would have occurred with a smaller or different type
of foreign assistance program. A crucial question here is the case of
France and Italy. Would these countries have gone into the communist
fold under the above alternatives? If so, what further effects would this
have had on armaments, domestic demand, and perhaps a new type of foreign
assistance? Not only are these questions important for consideration of
the prograﬁs that were enacted but also for consideration of the alterna-
tives that could have been followed. The desired ends of American policy are
an important determinant in the consideration of alternatives and hence
will rule out many alternatives. Alternatives can only be considered in
terms of maximization of a goal.

An alternative approach to the problem would be to assume that the
assistance programs had only an appreciable effect upon certain major com-
modity groups such as cereals, dairy and egg products, cotton and tobacco.
Taking this approach initially rules out any primary effects upon the over-
all demand for food. The only efiect would be in these few commodities

which further limits the applicability of the Working data. In tracing
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through this argument one must eventually consider the secondary effects
as a result of the initial shipments that would have resulted in partial
rehabilitation. This would lead eventually to changes in foreign dollar

earnings and changes in American exports and imports.

Summarz

Undeniably the foreign assistance programs had many direct as well
as indirect effects upon the American agricultural scene. Although no
statistical analysis has been carried through, for reasons indicated pre-
viously, these effects were noticable and pronounced. Coupled with other
factors the programs pushed technological progress forward. The increase
in technological change pushed productive capacity forward also with the
increases in factors, used to increase production, being dictated by the
relevant supply functions for the factors. On the demand side the com~-
plicated interrelationships needed to appraise the relevant demand effects
has indicated a rﬁther lengthy process. Although Working indicates an
increase in demand for farm products, this cannot be considered as a rele-
vant characterization if the entire span of the program is considered. The
fact that the demand was increased is not questioned, but the magnitude and
the implications drawn from this magnitude are questioned. Admittedly
the aid programs did increase the consumption of farm products but because
of the refusal to shift support policies, as the food emphasis shifted to
military end goods, the final effect is again bringing pressures to bear
to reconcile policies.

In the end, then, the programs do not simply rest on their effects

upon the demand for American farm products. Because of this method of
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relieving the pressures the ultinate time of reconciliation was only post-
poned. As the programs pushed productive capacity upward, the ability to
change support programs became even more difficult. The maze of trade
restrictions associated with these support programs also seems to have
become even more solidly entrenched. The rehapilitation that occurred

as a result of the assistance programs was then partially nullified.

This fact may not be intuitively obvious. It is, however, the end conclu-
sion arrived.at if the reason for the assistance programs is considered

as being not only to help starving peoples but to solidify the non-commun-
ist world. This nullification was further enhanced with the shift to mili-
tary end-use items which were procured in the United States. In this case
import restrictions allowed very little exchange of foreign exports for
these items. Had these military items followed the most logical pattern
of procurement, in this case heavier offshore procurement, the larger
dollar earnings would have allowed greater purchases of food supplies

from America. The European manufactures could have been used to purchase
military items elsewhere. This would have relieved the pressures to a
great extent as the emphasis on food shifted, as it was still necessary
for Europe to import a great deal of their food.

It is appropriate now to shift to a discussion of the programs and
trade barriers that led to the ultimate results in American policy incon-
sistencies. In terms of domestic programs only the course of events may
be considered as the most logical path to have been following. This how-
ever is based upon the assumption that the basic premises (the domestic
programs) are logically correct in terms of the desired ends of American

trade policy. Further, one must accept the philosophy of a two price
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system if he accepts both the American trade policy and Domestic policy.
However, in the final analysis you must come up with some means to retain
world leadership and still maintain a tight internal economy along present
lines if you accept both policies as sound. In terms of current situations,
both domestically and internationally, this is not a mean task; it is vir-

tually impossible.
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CHAPTER SIX
DOMESTIC AND TRADE POLICIES AND THEIR CONFLICTS

The impact of the aid programs goes much deeper than simply the effect
upon the commodities concerned. The impact carries to the very core of
Anerican domestic as well as foreign policy. So long as the demands upon
the economy of the United States were heavy and markets for large supplies
of American goods and services were available, there were few conflicts
between domestic and trade policy. About the only conflict was in the minds
of those who supported the aid program approach but saw what would happen
in the future as the heavy demands slackened. Following the war, the lack
of exports from other nations,li.e., or imports to the United States,
forestalled any great pressures for the United States to import. As the
world passed through relief and interim periods, and reconstruction and
recovery progressed, the need for the rehabilitated countries to export
increased the need for them to find foreign markets. With this progression
of time, the tempo of the Cold War also increased. Because the United
States was the opposing pole to the Soviet Union and thus, represented
the majority of the non-Soviet market, the conflicts between domestic price
policies and eséoused foreign policies and ends arose when American trade
barriers prevented imports. This restricted ability to earn dollars, which
in turn restricted American exports, thereby increasing pressure for re-
conciliation of domestic and trade policies both from our Allies and from
internal groups. The friendly nations who were attempting to reach Ameri-

can markets and the internal American groups arguing for a liberal trade

policy were attempting to expand exports and foreign markets and limit
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imports. This led to an increasing belief in the idea of a two price sy-
stem - a domestic and a foreign price. In pointing out inconsistencies
in policies, both domestic and foreign elements are often times difficult
to separate into specific categories. However, an attempt will be made
to discuss each under its own heading and draw the two together in a summary

statement.

Domestic Policy

The loss of foreign markets during the 1730's contributed to the decline
in agricultural prices. The severe drop in agricultural income was a power-
ful motivation for the enactment of douestic farm programs to strengthen do-
mestic prices. The programs of interest here are those which have been de-
signed to influence prices. In supporting prices by means of loans,
production controls, or surplus disposal and export dumping, these programs
must reduce greatly or eliminate outside supplies and comvsetition. Thus
such programs drive a wedge between domestic and trade policy.

There are five major agricultural programs that have been a part of the
American farm price policy. These programs required trade restrictive devices
which allowed them to operate. The five programs are commodity loans and
storage, production controls, marketing agreements, government purchase
programs, and consumer supplementation and nutrition programs.73

1. Commodity loans and storage have been the central theme of agri-
cultural policy since 1929. They were used to attempt to offset the depres-

sioncycle, and again in 193l and 1936 to eliminate yield fluctuation effects.

13 Johnson, D. Gale; Trade and Agriculture - A Study of Inconsistent

Policies; John Wwiley and oons, Inc.; New York; 1y5J; ppe. 3U-30.
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This also has formed the basis for the Ever Normal Granary concept in the
AAA of 1938, However, as the loan and storage idea persisted and storage
stocks increased, disparity between internal and external prices of wheat
and cotton widened.

If the loans and storage provided an adied demand factor to raise the
average price over time, stocks accumulate and price disparities appear.
The results of this most likely lead to uni-lateral action with respect to
foreign trade.

2. Production control programs cannot exist over any period of time
unless farmers actually anticipated higher prices. The real or tangible
effects of such a program are less iuportant than a general state of ex-
pectations. If the control is achieved a differential will appear between
foreign and domestic prices. If this does not appear it will be achieved
through commodity loans. Therefore, if production is not actually limited,
trade controls will accompany production controls.

3. ilarketing agreements find their autnority under the Agricultural
Marketing Agreements Act of 1937; lMarketing agreements have two important
features:

(1) control over the amount marketed and

(2) establishment of multiple type pricing systems.

If these aéreements are effective they must invariably rely upon measures
that will interfere with trade if the comiodity is traded.

L. The government may undertake the purchase of a comuodity when it
cannot be readily stored by farmers and a surplus has driven the price below
the minimum level. Disposition with respect to the comnodity may vary.

The government may store the product, distribute it to public institutions,
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sell for export, transform it into a different product, or actually destroy
it. In any instance where the product is traded or near traded, import restric-
tions are needed. The program may also result in the use of export subsidies
to dispose of the comaodity.

S. ‘lhen consumer income supplementation and nutrition programs have
as their objective the raising of the nutritional level of low income fami-
lies, no inconsistencies arise. However, where the major objectives are
to increase the level of farm incomes, and nutritional levels are secondary
or a by-product, then inconsistencies will result. Farm products that are
imported will have a larger domestic consumption, larger imports and little
increase in prices. Only strictly domestic products will gain for a short
time. Therefore, to raise farm incoines, trade restrictive devices will have
to be used.
BEach of these programs has been more or less a part of our domestic price
policy in the endeavor to increase farm prices with the hope of strengthening
farm incomes. However, as has been indicated, these programs cannot work

without devices to obstruct trade.

Trade Policy

Although in the aggregate the cash receipts from exports represent
only five to ten percent of the total income going to agriculture, they
are very important to many specific commodities. Traditionally the United
States has been a leading exporter of such comuodities as wheat, cotton,
lard, dried fruits, tobacco, rice and other agricultural as well as indus-
trial products. Prior to iiorld war II the United States led the world in
many of these exports. At times these exports have represented as much as
4O to 50 or &0 percent of the crop. With respect to the whole question of

exports in all sectors of the economy, there are two divergent schools of
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thought present that play dominant roles in policy decisions at various
times. These may be termed the liberal element and the non-liberal ele-
ment or protectionistic element.

The liberal element of policy in the foreign trade sector has made its

appearance in many fashions but has always driven toward the goal of freer
trade. Prior to World war I this policy position was termed Laisser-Faire.
This position, although a breakdown was evidenced prior to 191l, disappeared
almost completely following 1919. As the 1920's passed and the United States
moved into the 1930's, it became evident that internal measures could not
relieve the depressed situation. In order to relieve the depression economy
in the United States the most positive effort on trade put forth was the
Reciprocal Trade Agreements Plan in 1935, which has been continued to the
present day and from latest reports will be extended for another three
years. These Agreements, with the "most favored nation" clauses, giving a

50 percent tariff reduction to such nations, may be considered the basic
strength of the liberal element of American trade policy. In spite of the
presence of loopholes, escape clauses, etc., these agreements reflect the
effort on the part of the United States to increase world trade and breakx
down the almost insurmountable wall of trade barriers.

The liberal element had its culmination in the General Agreements on
Tariffs and Trade (GATT) signed in Geneva in 1947, and in the significant
strides which this nation has made in arriving at cooperative solutions
to important international economic questions.7h

The International Bank and the International uwonetary Fund along with

the Havana Charter for an International Trade Organization of the United

W mid, p. 1.
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Nations are indicative of what has been accomplished in the field of
international cooperation. Although these are a part of American Trade
policy, let us look at those programs which are mainly American in nature,
in order to get a more complete picture of the liberal sector of the policy.
The Foreign Assistance Act of 1948 provides a fundamental expression
of American foreign economic policy. This Act indicates very explicitly
the willingness of the United States to help other nations, and reflects
also the continued espousal, on the American side, of the principle of
multilateral trade and a reduction of trade barriers. It reveals also
a preference for a non-discriminatory conduct of international trade.
Although provisions granted broad discretionary powers to the Administrator
and the Secretary of Agriculture, which, in essence, allowed export dumping
of surpluses; one can seriously consider that the powers were not actually
used. In fact, the later actions in the program indicate otherwise. The
attempts to tighten the restrictions on procurements of the Administrator
were in fact defeated on the floor of the Senate. The milling requirements
on wheat were decreased and in later years they were avbolished altogether.
Attempts to place a milling requirement on corn exports under the program
were also defeated on the Senate floor. The only really major injury came
from the large shipments of dried fruits which seriously affected the Greek
dried fruit industry. However, these were Army rather than ECA shipments.
In line with the GATT agreements there was another indication of liberal
victory. The Wool Bill of 1947 for increases in the wool tariffs and quotas
was vetoed by the President which allowed the State Department to use the
bargaining point of a 25 percent reduction in the wool tariff at Geneva.

Further, the present proposal to extend the Trade Agreements for three years
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and give added reductions in tariffs to Agreement countries is before the
Senate after passing the House. The indication is strong tnat the bill
will go through without seriously crippling amendments. The presence of
other elements in the political process hinder further liberalization of
trade policies.

Protectionistic elements continue to have considerable political

strength. During these tense periods, it is desirable to have economic soli-
darity amongst the non-Communist nations which can only be achieved through
mutual interaction and trade. However, the complete acheivement of solid-
arity is not achieved because of the significant role of the non-liberal
protectionistic element in the determination of the trade policy of the
United States. The element makes itself felt by the insertion of the so
called escape clauses and peril points, allowing the withdrawal of the United
States from trade agreements if injury appears eminent for an American
comnodity under a trade agreement. In the case of the United States, this
element came to the fore in the early years of the twentieth century when
high tariffs became evident. The largest victory for this segment came
to a climax with the Hawley-Smoot Tariff Bill. Although there were pre-
vious tariff bills with an overall average tariff rate much higher, the
main barriers were in the form of other restrictions to the actual amount
of commodities that could be i:ported.

During the thirties there was suostantial development of devices
used to restrict trade in agricultural products. These give evidence of
measures reflecting the protectionistic attitude as well as measures that
arose out of the domestic farm programs. As indicated earlier the farm

price programs could not function and be effective without interfering



84

with trade. Prior to 1929 there was no specific program for agriculture
as such, although the kcNary-Haugen Bill proposed a two price system.
There were many agricultural commodities that were protected by tariffs.
These were the only significant restrictive device in use, but had very
little economic effect, being mainly a political concession to gain support
for tariffs on products of the industrial sector. However, with the ini-
tiation of the farm price programs of the 1930's, protection was extended
to export commodities via the use of export subsidies. These were first
introduced in Section 12 of the Agricultural Adjustment Act of 1933. Power
here was given to the Secretary of Agriculture to spend money for the
"expansion of markets and removal of surplus agricultural products." The
present source of funds for export subsidization is Section 32 of Public
Law 370, 75th Congress. For this Section, Congress also set aside thirty
percent of the receipts from all import duties for domestic surplus dis-
posal. The only limiting factor in the authorization are the funds avail-
able. The significant impact of our export subsidies represent a particular
invidious type of unfair competition.75
The most restrictive device in use is the import quota. The author-
ization for the use of the import quota is Section 22 of the Agriculral
Adjustment Act of 1933. With the amendments to Section 22 in the 1948 Act
tnere is no real restriction wupon comnodities that can be placed under an
import quota. Previously, they could be placed only on commodities
that were under a production adjustment program, a marketing agreement
or a program operating under Section 32. At the present, because Sec-

tion 22 covers any comiodity under any program undertaken by the Depart-

75 Tbid, po. 16-17.
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ment of Agriculture, import quotas can be placed on almost any agricultural
product. 4lso, protective excise taxes are autnorized under Section 22.
These are generally levied upon commodities not produced in large quantities
in this country and are therefore not required for operation of the farm pro-
grams.

These devices and their implications for the future of the farm price
prograas were not expanded during the war years although wheat and cotton
quotas were continued. However, they became important once again in the
post-war period and the results can ve readily ooseirved, The implementa-
tion of the assistance programs also reflect operations of the protection-
istic element. They also have been reflected in the international cooper-
ation measures and in GATT. The ERP has been discussed more fully else-
where but the measures may be indicated here. The milling requirements
on wheat, although later dropped, were significant during their operation.
The power given the Secretary to force commodity procurement simply by
designation of surpluses being present in a commodity are indicative. Also,
the measure forcing S50 percent of the shipments to be carried in American
ships reflects the protectionistic view. In the case of GATT and the other
cooperation programs such as the ITO, the traditional escape clauses and
peril point measures are still present. In the case of ITO, these are so
strong as to render the entire program useless even if it were to be rati-
fied by the government. In the later years of the EIRP when these countries
regained a sounder economic footing and began to rely less and less upon
aid shipments, the pressure of surpluses in the United States brought in-
tense pressure to bear upon the Administration to help exporters find for-

eign markets.
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Although the ERP revealed on the one hand a liberal policy aiming
at the expansion of world trade and international specialization, on the
other hand it mirrors an isolationist and restrictionistic policy denying
the merits of non-discrimination limitations on trade barriers and multi-
lateralism. The same can be said of the Reciprocal Trade Agreements for
it is, of course, recognized that the Agreements represent also an attempt
to expand the markets for American political desires. This is based on the
idea of granting the "most favored nation" clauses whereby the nation ob-
tains the tariff reduction.

In spite of efforts to broaden their viewpoints, many people continue
to view exports as separate from imports and the basic interrelationship of
the two is not understood. Hence, a basic difficulty found in the conduct
of American foreign economic affairs is the unpredictability concerning which
faction will emerge victorious - the liberal or restrictionistic element.

The conflicts between these two segments become important in under-

standing this basic difficulty. Wwhen the United States was still a
"debtor" nation, these conflicts were not of the utmost importance. How-
ever, following world vwar I the United States found itself in the position
of the world's leading creditor nation. This transition from debtor to
creditor was very rapid in the sense that the country did not grow into the
position gradually allowing the diplomacy, statesmansnip, and political
leadership to mature and keep pace with the growth in industrial and agri-
cultural progress. In other words, even though the economy took the role
of a mature industrial nation, the prevailing attitude of the leadership
remained essentially constant. This lack of willingness to accept the

newly attained position led to the later growth of a large group of domestic
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farm programs requiring trade restrictive devices to protect their func-
tioning so they might attain their objective of increasing farm prices.

This period is the origin of the conflict between liberal and protectionistic
elements. As the farm programs grew in extent during the 1930's, the United
States attempted to expand world trade, including her own, through the Tréde
Agreements. However, when domestic prices are raised above the world prices,
the exported commodities must frequently be subsidized to sell at the lower
world price in foreign markets. It frequently occurs that imports must be
restricted to render the subsidies upon the exports effective. The main
element of conflict is the tendency of most of the important farm programs
to place and maintain a wedge between domestic and world prices. The de-
vice used to maintain this position is the conflicting issue with the liber-
al trade approach. For one nation to attempt to raise the price of a com-
modity traded on a world market, as the United States has done with agri-
cultural commodities, has led to increased production elsewhere and surplus
accumulation of her own products as markets diminished. The period prior
to the war might be characterized as one in which "the isolationist and
restrictionistic aspects of foreign policy since 1934 have been directly
related to agricultural policy, for in practically every instance the need
for interference with trade has grown out of particular needs for a specific
agricultural program."76

These conflicts were pushed aside during iiorld war II and in the imme-
diate post-war period. As countries began to attain pre-war production
levels and their exports sought the high priced American markets, the pres-

sure of their exports pushed the policy conflicts to the fore again. The

76 Ibid, p. 3.
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nature of the political scene makes these confliects of even greater impor-
tance. To identify these conflicts explicitly several examples may be briefly
cited. In 1947 when negotiations were underway in GATI agreements at Geneva,
it is apparent that the executive branch obtained clearance to negotiate by
announcing that the agreements would contain escape clauses to protect the
domestic industries against excessive imports. The Wwool Bill of 1947 which
was previously indicated may also be cited. As the negotiations were in
progress the Congress passed this bill which raised the tariff and quotas on
wool. Had it not been for the President's veto the 25 percent tariff re-
duction that was a bargaining point in the Agreements would have been lost
and the entire program impaired. Another example is the continued use of
export subsidies by the CCC for cotton. The subsidies were in continued

use during the entire period that the State Department was negotiating for
restriction in the use of subsidies by nations adhering to the IO. Fur-
ther, when the United States was undertaking the ZRP, there was continual
pressure to lower the trade barriers inside Europe to generate recovery at

a more rapid rate. The basic idea was to model Europe supposedly after

the United States, as the analogy went, which has not internal trade barriers.
Although this in itself may have been a sound idea, the fallacy of such an
analogy is obvious. The important relationship should have been between the
European nations and the United States as a whole. There was little done

to lower the trade barriers of the United States; hence, the increase of

the conflicts. The implications of these conflicts will be discussed
shoxtly. By and large the position of the liberal element has strengthened
and has prevailed in the determination of post-war assistance policy and

trade policy. However, they have not been able to open the American markets
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to any great extent to receive comiodities which have been the result of
the reconstructed economies that the assistance fostered. These conflicts
are mirrored by the increasing acceptance of a two price system and a greater
readiness to approve legislation favoring farm exports, which has resulted
in a number of present programs attempting to expand exports of farm pro-
ducts and still maintain domestic farm prograns.

The resulting measures consist of three major types of aid——Economic

Aid, iMilitary Aid, and Technical Assistance. These are essentially com-
binations of programs starting with the Military Assistance Program of 1949
and the Act for International Development in May 1950. when the former

Act was revised into the Lutual Security Act of 1951 there was a turning
away from the export of farm products. The 1953 amendment under Section
550 of the xutual Security Act provides that between ¢100 and $250 million
worth of surplus agricultural commodities may be purchased for sale to
friendly nations for foreign currencies, if they are sold in addition to

17

usual foreign purchases. Also, the Agricultural Trade and Development

Act appropriated 3700 million for surplus sales for foreign currencies and
3300 million for gifts and famine relief. It is obvious that these are a
shift from the previous legislation which attempted to restrict exports of
farm products that were considered in short supply. Further was the separate
legislation which sent 70,000 tons of surplus wheat to Pakistan under the
title of wheat for Pakistan. The International Vheat Agreement, and the

continued use of Section 32 funds to dispose of surpluses, are firther evi-

dence of the growing conflict. Under the wheat Agreement export subsidies

7 witt, op. cit., Journal of Farm Economics, December 195l.
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or losses now amount to approximately %500 million. The use of export
subsidies from Section 32 funds is most prevalent in the case of cotton
where the conflict (indicated previously) arose during the negotiations
of the ITO agreements. kxcept for the rheat Agreements, all of these
programs are completely bilateral. Continued efforts to seriously folloﬁ
any multilateral trade programs are almost entirely lacking.

With the shift to security and military lines, the importance of farm
products declined, as countries strove to become self-sufficient in food
and reserved dollars for military items. Following 1951 the declining value,
volume and percent of products moving into foreign trade channels became
more evident. The upward surge in exports during the foreign aid programs

and rehabilitation had disappeared.

Summary
Looking back one could say that World war II did, in essence, "bail

out" the domestic programs that had acquired large surpluses with no ready
market for their disposal. While the United States has attempted to ex-
pand its trade and maintain a closed economy it has continued to look with
disfavor upon others who use the same methods. During the war years the
conflicts were pushed aside. This also occurred in the post-war period
when the aid programs eased the pressures. Basically it should be empha-
sized that this disappearence of the great post-war demands added to the
reluctance to open American markets. Although large markets still existed,
the greatest pressure was to retain domestic markets for domestic producers.
The failure of the American public to conceive of the delicate mechanism

that threads between exports and imports has resulted in the following
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situation. On the one hand there are broad liberal hunanitarian policies
that have as their objective an expanded world trade leading to a sound
world econony. On the other hand the desire to retain high prices and
incomes for agriculture and other groups has resulted in the retention of
domestic policies taat view exports as something with little relation to
imports, plus the belief that trade would lower the standard of living.
From this domestic stand has followed the ever increasing use of protec-
tionistic devices to expand exports while attempting to keep imports at
a minimum. This may be considered too strong a statement when considering
the trends in policy coming out of the ERP era. However, this appears to
be the preference of the aggregate of the domestic producers who produce
imported commodities domestically. Through aggregating the individual
producers demands for protection, what is actually happening is that the
economy as a whole is trying to keep imports at a minimum. On the other
hand, a milder approach may be taiken. That is to say that the legislators
are simply trying to restrain those imports which appear to threaten do-
mestic industry's status, or to adjust imports to alleviate what are con-
sidered costly changes in the economy. To carry this through one necessarily
arrives at the same conclusion. If policy is influenced by pressure groups,
and it certainly is to a great extent, then it seems only reasonable that
if producers desire to keep competing commodities at a minimum, imports
are under domestic pressure to be reduced. Taking these individual demands
in total, the aggregate effect to keep imports at a minimum. Even though
it is the consumer who determines what commodity he desires it is the pro-
ducer who maintains the policy pressure group. This is not merely a pro-

blem of semantics. There are few commodities in the consumers markets that
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are solely produced on foreign shores. The list of comnodities carrying
import restrictions are ample testimony to the above conclusion. This
may not be representative of the entire controlling body. It is of course
evident that even in the face of domestic pressure it has been highly ex-
pedient to lower prevailing restrictions. This is however to be distin-
guished from producers demands.

The relationship of the above reasoning to the consideration of con-
flicts seems rather obvious. It can be shown that the reason for interfer-
ence with trade has arisen out of specific needs to allow the domestic pro-
grams to function. Hence, the importance of the post-war programs becoxes
plain., Had it not been for these prograins the inconsistencies and conflicts
would have become evident much earlier. That these programs allowed the
disposal of surplus products cannot be denied. 4s the channels were re-
plenished to pre-war levels the demands upon American producers declined
and pressures between exports and imports arose. with the shift to mili-
tary aid there was very limited opportunity for agricultural exports. Hence,
the pressure for greater import restrictions and pressure to expand exports
through means other than the assistance programs.

There is, of course, no assurance that others will follow the lead of
the United States in lowering trade barriers and merging domestic and trade
policies into a consistent pattern. However, it is certain that increasing
the use of trade barriers will lead to their increased use on the part of
others in the world markets. This is seen in the case of nations who have
increased the use of import tariffs and export taxes. where the United
States keeps the price of a commodity above the world price, and the product

is a majority of this market, other countries use import taxes to keep the
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subsidized product out. On the other hand, they also use export taxes to
keep their domestic producers from expanding production in the face of this
favorable price. In other words, the United States maintains an M"umbrella"
over these comuodities such as cotton, wheat, tobacco and others.

The memories of the depression are not easy to dislodge. Although this
may be political justification for the retention of a wedge between domestic
and trade policy, the fact remains that the conflicts are present and are
becoming increasingly more difficult to remedy. If one is isolationist in
his viewpoint then this assumes the role of unimportance at least in short
spans of timne and in a peaceful world setting. But the clear results of
such a viewpoint must be recognized. Account must be taken to adjust condi-
tions, as are needed internally, under such an approach to policy. It is
necessary to reduce production of such surplus commodities as wheat and
cotton. This indicates that such an approach is not a one-way street. Iso-
lationism in this sense means not only restrictions on imports but forces
decreased exports. Hence, to retain the friendly nations these surpluses
cannot be pushed to foreign shores. In other words, the pursuance of two
inconsistent policies is not feasible regardless of what view toward policy
obtains. Therefore, if the United States is to maintain its leadership
politically and economically and be compatible with the emphasis upon free-

dom and private enterprise, the wedge between policies becomes important.78

78

Johnson, op. cit., p. 3.



CHAPTER SEVEN ol

SUIZ'ARY AND CONCLUSIONS

Followinz the Second ¥orld War the United States moved into the posi=-
tion of being one pole in a bi-polar power strugglee This was, in essence,
the position of leader of the non-Communist portion of the worlde The
weakened condition of many economies throughout the world required immed=-
iate attention on the part of the United States if she was to maintain and
build a sufficient deterring force against Soviet advancement. This situ-
ation brought to a climax the interaction of Amcrican domestic and foreign
trade policies. A major sector of this conflict is concerned with domestic
farm price policies and foreign trade policies in agriculture. Because a
primary concern following the war was a shortage of food the aid programs
enacted were, to a large extent, concerned with the shipment of food sup-
pliese Hence, the American agricultural sector played a major role in post-—
war rehabilitatione

The role played by agriculture in the post-war period was heavily in-
fluenced by agricultural sentiment toward various policy approachese Hence,
in order to find answers to many basie policy questions, it i1s necessary to
investigate the inter-war period, 1919-1940, where specific agricultural
policies took roote This period can be divided into two rather distinct
segmentse The period from 1919 throuszh 1929 was a decade of relatively
stable to gradually rising prices, or an era of prosperity and expanding
world tradees The period from 1929 to the Second lorld ‘.ar pictured an al-
"most complete breakdown of the international capital structure and an era
of rising trade restrictions as countries attempted to isolate the effects

of the depression to a few isolated industries. As the various segments of
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the economies turned to their govermments for help the trend toward central-
ization and trade control was pusnhed foriwvard and unilateral domestic programs
were instituted. In the United States the currency was depreciated and agri-
cultural price programs were enacted to relieve the situation. It was event-—
ually realized that this was not sufficient and the Reciprocal Trade Agree—
ments were enacted to increase trade to lend further helpe However, the
breach between domestic and trade policies had been widened and was being
maintained through a host of trade restrictive devices. International ten-
sions were again mounting in Europe and the Far East as the world started
to prepare for another ware.

With the advent of the war, the United States entered into the lend-
lease agreements vith the countries fighting the Axis powers and the Ameri-
can productive capacity was pushed to all time high levels. The pressures
for coordination of domestic and trade policies slackened and demands of the
Allies expanded. As countries were liberated, the devastation wrought by
the war required that the liberaters feed the starving populationse This
burden fell mainly upon the United States. This feeding was done under the
Army Civilian Supply title which merged over time into the subsequent relief
and aid programse

With the ending of the war, the attempt was made to approach the inter=
navional rehabilitation needs through cooperation among the nations of the
United Nationse. However, it was not yet time for close international co-
operations to be feasibles Hence, the UNRRA program was laid aside with
the shift in Soviet policy and the approach became bilateral in order that

the direction of aid funds might be controlled to exclude the "Iron Curtain
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Countries", Gross foreign assistance for the transition period, mid-19L5
to April 19L8 exclusive of Interim Aid and the Greek=Turkish Program amount-
ed to $1Le5 billion. +ith the re-evaluation of American assistance policy
it was believed that the real need was an entire recontruction of the Eur—
opean economic structuree. Thus, with the initiation of the Truman Doctrine
the world entered the new phase of post-war rehabilitation. The problem of
European recovery was no longer treated as beins dependent upon rtnglande
This led to the development of the four year program titled the Iuropean
Recovery Programe Althougzh the main emphasis was in Europe missions to
China and Japan were addede Taking fiscal years 1943 to 1950, net foreizn
assistance totaled {15.6 billion. As the world situation shifted and sec=
urity interests became primary the aid shifted to goods for rearmament.
This phase began vith the Liutual Security Act of 1951. All foreign assis-
tance programs were merged under its head and the major da locations became
military. However, the reality of the fact that defence required sound econ-
omic footing was not loste

The majority of American agricultural representatives from the farm
organizations favored the unilateral form of aide In fact the resolutions
of the farm organizations shifted to coincide with the changing policy of
the administration. This is true for all except the Farmers Union which
continued to argue for the necessity to use the United Nations for such
actions. The major basis of support was the argument that a rehabilitated
Europe was necessary for continued high production levels in the United Statese

To have refused to support these programs could have forced revisions of the
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domestic farm price policies as the CCC stocks became overburdening with the
loss of markets because of the ware

As was to be expected, the largest portion of the funds allocated under
the ECA/MSA programs were funneled into the American economy. Although the
Acts illustrated a major victory for the liberal element of trade policy
there were several clauses inserted as protectionary measures. It can be
said, however, that attempts to increase surplus disposal via the aid pro-
grams was practically nullified. The effect of the aid programs upon Amer—
ican agricultural production, prices, and surpluses was very important. Any
consideration of these effects would require a very elaborate and difficult
statistical evaluation. Zven if such an undertaking were attempted, the true
effects, in the writer's estimation, would be virtually impossible to spe-
cify with accuracy, because of the necessary assumptions about the political
viability of Europee

An important factor that did come to the surface once azain were the
policy inconsistencies between domestic and trade policye This arose vith
the decreased emphasis on food as recovery progressed to pre-war levels and
then exceeded it. The effect of this has been the increasing growth of sur-
plus commodities under the CCC programs in the domestic spheree. The result
of this has been the increasing use of political pressure to expand exports
of farm products through measures other than aide These are primarily under
the titles of Wheat for Pakistan, The International Wwheat Agreement, and the

Agricultural Trade and Development Acte
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In conclusion, the writer arrives at the followingz propositions:

1. The effect of the post-war assistance programs has had pronounced
effect upon Arerican agriculture. Althouzh this is virutally impossible to
specify it did continue to expand the productive capacity of the economye

2. The post-war attempts at international cooperation and their sub-
sequent failure is indicative of the international feeling toward present
international solidaritye. It is true that the various instruments such as
the Bank and the und are steps in the direction of international cooperation.
However, the failure of the ITO and the weakened position of the United Nations
as a result of the unilateral action of the United States signifies that the
time has not yet arrived for full international cooperation.

3+ The assistance programns postnoned the reconciliation of domestic
and trade policies with the result that they have become further entrenched
in the minds of the American publice Hence, the action has been to increase
exports throuzh measures other than aid and other than measures to bring dom-
estic and trade policies into balancee

Ls The result of the United States maintaining a two price system in
such commodities as vneat and cotton has been to hold the entire world mar-
ket under a support programe This can be illustrated by the rise in the use
of export taxes and import subsidies in other countries. The taxes used to
hold down their domestic cormitments to these comnodities because of the fear
of an '"unloading"™ by the United States with a large resulting price drop;
and the subsidies to prevent large imports of the cheaper American goodse

These are in use in Mexico, Haiti, and other countriess



99
Se International cooteration will not be possible unless the United
States gives full and complete backinge Until such a time arrives, the
United nations will remain a relatively weak orzan and can only be used as
a sounding=board for international sentiment. This will all depend upon

the relations between the Soviet Union, Cormunist China ani the United Statese.
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