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FOREIGN NEEDS FOR UNITED STATES ECONOMIC ASSISTANCE DURLNG
THE NEXT THREE TO _FIVE_YEARS

Report of the Working Group on Economic 4id
to the Special Ad ‘Hoc Committee of the
State - War - Navy Coordinating Committee
Reference: SWN- 5280

Summiry _and Conclusions

Conclusions
Foreign needs for economic assistance have been re-examined by the
Working Group on Economic Aid. 'hile in some particulars the outlook
now differs from that given in the previous Interim Report of 2 HMay
1947, the major conclusions of that study have been re-affirmed. Two
of the conclusions were:
ae that under present programs and policies the world will not be
able to continue buying U. S. exports at the 1946~47 rate and
b. that the current volume of U. S. foreign financing is not ade-
quate to secure either world economic stability and a desirable
world trading system or our political objectives in critical coun-
tries.,
Requirements of the world for economic assistance based upon the rising
levels of consumption and capital formation necessary to the realization
of U. 8. political objectives are far in excess of the amounts the U. S.
is prepared to supply under present policies, authorizations, and pro-
grams. Requirements unsatisfied in 1947-1949 are estimated to total
$9.1 billion; of the sixteen countries participating in the laris Confer-
ence on Duropean Recovery the cight considered to confront unsatisfied re-
quirements account for $6.6 billion, and four of the eight-~the U,K,, France,
Ttaly, and Bi-zonal Germany--account for $5,6 billion.

In the
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In the measure that the cooperative program of recovery being formu~
lated in Paris by Western European countries provides for meeting their
requirements and is supported by the U, S., a large part of the total prob-
lem will be met. In addition to carrying forward with the'Marshall Plan!
members of the working group consider that the following financial meésures
are roquired to secure U. S, foreign policy objectives in other areas than
Western Europe.
1. Present U. S. government policies and programs of rendering fi-
nancial assistance to other countries than those participating in the
Marshall Plan should be continued and carried Forward in the measure
anticipated in this Report, including
a. reallzation of $1.1 billion of International Bank lending
in the three years 1947-1949 to non-Marshall Plan Countries,
be  the appropriation in Fiscal Year 1949 of funds for con-
tinued civilian relief in Japan, and
C. appropfiation of a grant-in-aid for Korea,
2. The U. 8. Government should scrutinize the projects of non-Marshall
Plan countries noted as unfinanced in this report to determine which
of them might, under a more liberal loan policy than is now employed,
be appropriately financed by the International Bank.
3. To the extent not required to aid in implementing the Marshall
Plan the wncommitted lending power of the Export-Import Bank, amount-
ing on July 31 to $800 million, should be employed to finance the most
productive of the requirements of non-Marshall Plan countries remain-
ing unsatisficd under present policics, authorizations, and programs.
4. The ship sales act should be amended and renewed and the disposi-
tion of ships should be pursued with vigor to the end of putting into
service under foreign flags U. S. government ownod merchant vessels

that are
CONFIDENTIAL
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that are now, and in view of present policies will likely continue,
idle,

The Working Group also reaffirms the view expresged in its Interim Report
as to the necessity for giving authority to the Maritime Commission to
operate government owned vessels and to apply revehues from operation of
ships for government account to meet expenses of operation,

The cost of realizing our political objectives cannot wholly be
measured in money, Reaching the objectives will require overcoming world-
wide shortages of commodities--particularly grains, fats and oils, coal,
and steel. Solution of the problem posed by such commodity shortages de-
pends on the continuation or imposition and the strengthening of controls
in the U.S, over exports and domestic consumption. Such controls should
be used to divert supplies, subject to considergtions of international
equity, to their most important uses as measurcd by their effect in relax-
ing political tensions in the non-Soviet world and promoting positive po-
litical attitudes toward the U.S.

In its Interim Report the Working Group noted certain specific mea=-
sures required to deal with commodity shortages then anticipated, It was
held necessary:

as  to commit ourselves firmly to the export goal of 15 million tons

of grain, to direct this amount of grain into export channels by tak-

ing measures for control outlined in the Report, =and to continue col-
laborating with IEFC in programming the allocation of exports,

b.  to continue U.S, coal expoerts to Burope at a maximum during 1947

and for a considerable period thereafter, to give highest priority to

a coordinated program for increasing European coal production, and to

continue supporting the principle of international allocation in ac-

cordance with need in the distribution of available coal,

c. to direct, by governmental action, nitrogenous fertilizer, steel,

and certain capital equipment items into export channels, and

d.  to extend governmental powers expiring June 30, 1947 (1) to al=-

locate and assign priorities to export of a limited 1ist of critical

commodities
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commodities, (ii) to control exports, and (iii) to assign priorities

teo fransport of exports.

The Yorking Greup in this report has examined the outlook fer grains, fats
and oils, ceal, and steel. The world grain situatien has deteriorated markedly
since the Interim Report was prepared. It is ne longer in prospect that the
U..S. could malke available for export in 19&7—48‘épproximately 15 willion metric t
tons of grain without curtailing domestic consumption; 12 million tons only are
now in sight fer export, and foreign import requirements have increased because
of croﬁ failures abroad. The deficit in prospect has increased from 9 million
tons to 16 million tens, To achieve U. S, political objectives it will be
essential to take maximum efferts to step-up U, S. grain exports,  iaximwn
efforts include '

1. restoring 1946 conﬁrols, particularly provisions for higher flour

extractien rates,

2, shipping a larger proportion of U. S, wheat as wheat rather than as

fleur te take advantage of higﬁer extraction rates abroad and provide

foreign ceuntries a larger supply ef by-preducts for feed, and

3. the efferts noted above in (a) which the Working Group re-affirms.

- It also re-affirms the necessity of measures neted abové in (b) and (c) for
dealing with thé prospective shortages of coal and steel. 1In this connection
the WWerking Greup wishes to stress the importance to easing the critical world
steel situation of renewing the Ships Sales Act ard pressing the dispositien
of shipslﬁith vigor, Approximately 12 million d.w.t, of U.S. Government-owried
shipping, ourrently’inactive, could be put into service under foreign flags te
minimize the need for constructing new vessels abroad. ' The working group also
believes contiﬁuation of world allocation ef fats and oils necessary to prevent
bidding up ef werld prices and to insure,as equitable distribution as ig possi~
ble. The powers te direct and regulate the expert of critical materisls and te
allocate transportatien equipment, noted abeve in (d), have been renewed until
Harch 1, 1948k,

*Estimates in this report were prepared early in the summer and, in varying
degrecs, have been superseded. However, it is believed that if apprepriate
revisiens were made, they would serve te strengthen the conclusions ef the
repert since they weuld raise Eurepean unsatisfied dollar requirements and ’
requirements for critical commodities, particularly grains, fats and eils, and
coal, while lewering prospective exportsagplies, Even though the estimates are
not, in detail, the best that could new te made, it is felt that the over-all
analysis and conclusions are substantially correct and a useful purpese will

be served by presenting the report at this time. (9/18/47)
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Summary

Oblectives of U, 8. Economlic Assistance

Economic assistance to forelgn countries by the United
States follows logically from a majJor tenet of United States
foreign policy: that U, S. securlty will be served by support
from the peoples and governments of Western Europe, the Near
East, the Far Bast, and Latin America and the strengthening
of economic-military potential of friendly areas not likely
to be over-run by hostile powers in the event of war. To
this end, and equally to the end of peace, U, 8, policy seeks
the elimination of political tension and violence within and
among countries in the non-Soviet world {a) as a means of
avolding the occaslon for competitive intervention by the
U, B. and USSR, (b) to establish conditions for the peaceful
political evelution and cooperative unification of the non-
Soviet world, with the United States in a leading role, and
(¢) to demonstrate to the Soviet world the necesslty of
revising a foreign policy grounded in the prognosis of the
inevitability of economic rivalry and political strife among
capitallstic countries culminating in war.

Political tension within and among countrles of the non-
Soviet world arises from dlsappolnted hopes for economlc
betterment cherished by a country or by classes in a country.
In the case of the more advanced war devastated European
countries, hopes of urban lower-income groups for a quick

return to
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return to living standards enjoyed before the war have been
dlsappointed despite marked lmprovement in their condition.
Disappointment and loss of hope for rapld realization of
economic aspirations have given birth to, and in the next few
years will nourish, hostility and aggression toward the more
favored classes in thelr own country, toward national
authorities, and toward the U, S, the principal country able
to provide means for improvement, In the case of under-
developed countries not suffering devastatlon, internal class
tenslons and xenophobia arise with the emergence of new social
and eccnomic clagses conscilous of the favored position and
wealth of native ruling groups, colcnials, and forelgn con-
cesslonalres., Hostllity toward rich countries and toward the
metropolitan powers, civil war and colonial rebellion are the
potentlal or actual resultes in many arcas.

U. 5. economic assistance in adequate amounts to war
devastated and underdeveloped areas 1s indispensible to
eradicating these causes of political conflict within and
among countries of the non-Soviet world and %o promoting their
peaceful political evolutaon and cooperative unification,

It will, by making possible a more rapid incresse in urban
living standnrds and by terminating the seemingly endless
procession of economlc crises, restore hope and morale and
strengthen moderate, democratic governments in the morc Ad—
vanced war devastated European countries; in underdeveloped
countries 1% will accelerate the process of capital formation

necessary
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necessary to an increase in mass living standards and the
relaxation of dangerous political tensions but only if stripped
by all appearance of forelgn exploitation and if accompanied
by radical social and politicnl reforms.

Such assistance will help dispell hostility toward the

U. S. engendered by envy and desperation and will promote
more posltlve attitudes, International cooperation and
planning will also be promoted by such aid, and U. 9.
polltical leadership will be increased because 1t will bq
identifled with the common objective of ralsing living
standards throughout the world,

Measurement of Financial Regulrements

Measurement of the economlc assistance needed by any
particular country of the world to maintaln or create the .
polltical, economic, and social conditions of high morale,
peaceful development, and support of U, 8, political leader-
ship 1s necessarily a difflcult question of judgment which
must take account of exlsting politlcal clrcumstances and
recent economic experlence, The nceds of the world for the
Ycars 1947-1949 for "capltal imports"¥ the extent to which
they will probably be met out of existing resourccs or from
financlal assistance advanced under exlsting policles and

programs of the U, 8, Government, other governments, and the

World Bank
* The phrase "capital import requircments" is uscd in this
rcport to denote the difference between (1) a country's total
needs for lmports of goods and services and for repaying obliga-
tlone and (11) the sun of {(a) its current account resources
(its exports of goods and gervices, 1ts sale of new gold and
1%s net rcceipt of private remlttances) and (b) prospective
loans by other countries than the U, S, !
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TABLE I

RLD CAPITAL IMPORT REQUIREMENTS Hmrqlwmﬂm SUMLARY BY yﬂm%

?Hwbomm of dollars

at prices prevailing in the last FRa .l <f

Western Eurcre
Eastern Eurepe

Near East & Africa
Far East & Oceania
Western Hemisphere
Unaliocable

CIA-RDP67-00059A000400130002-1
viil

1946)
Total "Hequired"
Net Dellar Capi~ Allowance for prob- Net Tnsavisfied Capital
tal Imports able financingi _mport Requirements
Tetal 1947 1948 1949 Tetal 1657 2oL 19k9 Tstal
8.9 . 27.1 10.0 5.1 3.2 18.3 1.3 3.7 8.8
6.3 .6 17.8 6.1 3.0 1.h 10,3 Lo 3.2 7e2
5.1 0 1LL8 5.5 2.6 1.2 9.1 an 2.7 5.6
1.2 .6 2.9 .6 A .2 1.2 5 L 1.7
i WL 1.7 .5 5 3 1.3 .1 .1 4
1.2 1.2 L2 1.5 .5 1.0 3.5 3 .2 .8
.6 .5 3.1 1.8 .5 A 2.8 o1 o1 3
.1 .2 .3 .1 .2 <3

Discrepancies in the last decimal of totals are due to rounding.

¢ Out of United States Government credits and aid, International Bank credits, private investment, and the

liquidation of gold holdings and dollar assets.
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World Bank, and the extent to which they arc likely to remain
unsatisficd are given in Table I, A sunmary by areaé of this
table is given on pégc viii.

Capital import requirements of non-Soviet war deﬁdstated
countries provide (a) for a sufficiently rapid improvement in
levels of consumption to make probéble the survival of moder-
ate democracy and (b) for the restoration of war damage and a
moderate lmprovement in capital plant to ensure (i) rapid
achievement of self-support and (11) in some cases capaclty
to carry a share of responsibility for maintaining world
peace and securlity. Capital import requirements for Soviect
satellites have been based on less favorable consunption and
capltal improvement standards, They have been included for
the sake of gilving a oompléte pleture and not necessarily be~
cause thelr satisfaction in full 1s essential to attalnment
of U, B, objectives, Estimated requirements of Europe tend
to be understated for a number of reasons,

Gopltal import requirements of underdeveloped areas of
the world permlt a moderate rate of agricultural and industrial
capltal formation and include somc allowance for financing
internal costs (by currency stabilization credits) wherc deencd
necessarye. It‘is belleved that the postulated rates of develop-
ment for such arcas in general are up to the linits established
by rates of domestic saving and rates at which necessary new
institutions can be established and new workers traincd, A
larger program would tend to be dissipatéd in inflatlon and

wasted
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wasted in graft. In general, requlremcnts estimates do not
include the'foreién exchanée cost of military assiétance.

The net capital import requirements of all areas arc ex—
pected to decline from 11,3-billion in 1947 to 7,1 billion in
1949 as the tempo of world recovery and expansion accelerates
and the flow of exporﬁs fron the devastated areas increases,
Reduirements of Near East and Afrlica are expected to increase
1nk1948 and _be larger in 1949 than 1947; requirements in
Western Europe are expected to fall by aboutb 1/5 in the course
of the two years; those of the Far East and Oceania are‘like~
wise e%pected to fall® about 1/3; but requirements in the
Western Hemlsphere are expected to fall precipitously to
Slightly more than 1/4 of the‘l947 level byu1949. The pre-
cipitous decline in Western Hemisphere capltal import require~
ments reflects a lack of provision for the continuation of
the pregent high rate of U, S. exports to that arca, The
present rate ls made possible by the liquidation of doi;ar

assets and the transfer of funds from Europe to Western Heml-

- sphere countries in satisfaction of current trade balances

~—

and blocked sterling accounts, It is expected that in some
measurc the high level of Western Hemispheré demand exhibited
in 1947 1s temporary and reflects a war-tinme acéumulqtion of
deferred demands., To a considerable cxtent, however, these
demands can be gxpected to continue, and the hope 1s that, as
the dollar holdings of the Western Hemlsphere decline and the

abillty of European countries tc pay in dollars dimishes,

Eurcpels
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Eurgpe's abllity to supply Latin American and Canadian needs
will‘inorease so that the net dollar capital import require-

_ments'af Western Hemisphere countries will, properly, decline,

Financing Now Avallable or in Sight“
- A substantlal part of all net capital import require-

nénts of the world 1947-49 will be satisfled if present finan—
ciél policiecs and programe (including $2.4\billions of Inter—
national Bank loans) are reallzed, if certaln forelign coun-
tries oarry‘out present progrnms'for liquidating dollar gold
asscts in excess of the bare ninimumn, and if fnvorabiy situ-
ated countries succeed in securing privﬁte financing, A
relatively small proportion of the total financlal requife—
ments estimated for the Near East and Africa, Far East and
Oceania, and the Western Hemlsphere will remaiﬁ‘unsatisfied.
However, for a handful of countries'fipancing now avallable
or in sight will fall far short of requiremen%s; the unsatis—
fied needs will be particularly serious in four wéstern )
European countries: the Unitéd Kingdom, France, Italy, and
Bizonal Gernany.

The United States balance of payments has been projected
6n the assunption that present financlal policles, authoriza-
tions, and programs are not changed and on certain assumptions
regarding the futurc course of prices and national income in
the United States, It indicates that United States exports’
and-the United States trade balance may be expected to decline
sharply in 10948 and further in 1949 fron the 1947 level as
shown in thé following summary table:

Prospective

o  CONFIDENTIAL
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Prospective United States Exports of Goods and
- Bervices and Trade Balance, 1947-1949,
Under Present Filnancial Policles,
Programs and Authorizations
(billions of dollars at then current prices)

| 1947 1948 1949 Total
Exports of Goods and Services 19,02 15.65 12,37 45,06
Trade Balance on Goods and Services
Account 10,68 6,01 3,96 20,65
- It 1s believed that the decline in United States oxports
will contribute tg a minor business recession in the United
States, reaching its deepest point toward the end of 1948,
and to a fall in United States prices continuing into 1949,
On this prognosis, slackrwill appear in the American econonmy,
sléck which could be employed in part at least in meeting the
unsatisfiled caplﬁal imporst requircmenté of the rest of the
world. )

Tho decline in the exports and trade balance of the
United States has been projected in Table II for major areas
of the world, Under present aid policies and progrﬁns, the
mnost marked declines in prospective capital imports from the
United States will be experienced by Western European and |
Western Homlsphcere countries, Eastern European countrics will
experlence a relatively 1afge decline in totnl'ahd net imports
from the Unlted States, United States tradeé with the Near
East, Africa, the Far East and Oceania will by comparison

. remain relatively steady. b

A striking feature of the balance of payments projection
is thﬁ allowancec that has been necessary for the inter-area
transfer of funds (gold and dollars) from Europe to other
arcas, particulsrly the Western Hemlspherc., An explanation

of this
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0f~this phenomenon is to be found in the changed character of
world trade induced by the war-—more specifically, by the in-
abllity of European countries to inéreasé exports, by theilr
liquldation of foreign investments in underdeveloped areas,
and 5y fhe change in terms of trade between the proccssing‘
countrics of Europe and their sources of raw materials,

Unsgtisfied Financial Needs ,

It may be éeen from Table I (See the Summary by Areas,
ayove, page viil) that net uhsntisfied capital import réquire;
ments for the years 1947-49 may be expected oﬁ the basig of

present finéncing pelicles, authorlzations, and programs %o
“total $8.8 billlions at fixed prices (i.e., prices prevailing
in the last half of 1946). This residual figure is not, how-
ever, an en?irely satisfactory measure of the doliars that
would be required to fulfill the objectives of the United
States as reflected in the rcal caplital import roquiroments
of the worldkbecause, since the last half of 1946, pribcs
have increaséd markedly, A price increase affects not only
the value of goods. represented by the $8,8 billion deficit;
i1t affects also the whole volume of goods required by a
country. It is possible to compute the sums which at as-—
sumed prices in 1947, 1948 and 1949 would be required to
satlisfy the real requirements measured in the first column
of Table I*, The following table glves the results of that

computation:
Dollars

#The assurmption has been made that prices will take the
following course: - Last half 1946 equals 100%, 1947 equals
110%, 1948 equals 99%, and 1949 equals 97%.
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Dollars Required to Finance the Unsatisfied Capital

Ioport Regulrements at Current Prices: By Area
(billlons of dollars at then current prices)

1947 1948 1949 Total

All Areas Red Bedk Bed 9,1
Europe 1,3 2.9 3.0 a2

Western Europe , 8 242 246 566

Eastern Europe s o7 o4 1.8
Neer East and Africa o 2 ol el o4
Far East . «5 PR 2 1«0
Western Hemlsphere C _e3 el e )

If the assumed decline in prices during 1947-49 does not
in fact matérialize or 1f it 1s less than assumed, substantially
larger amounts will be needed to meet the unsatlsfied real
requirements, On a somewhat different assumption -~ viz,, that
prices rémain at the level assumed for 1947 (real national in-
come of the United States conforming to the pattern assumed in
the balance of payments projection) — it is estimated that
unsatisfied world ocapital import requirements would be increased
by $2.1 billions in the two years 1948 and 1949 to a total of
$11,2 billions for the threc years. |

Thesc estimates of the unsatisfied net capital import rc-
quirements of the arcas of the world are useful as a benchmark
and as a gulde to analysis, They must not be employed dognatic—
ally since they are based on a nﬁmber of very uncertailn factors,

Beyond 1949 the prospects are more obscure. It is to be
hoped that a well coordinated three~year'assistance programn
of thls magnitude wouid bring Western Europe at least within
sight of‘beooming sclf-supporting, Some further assistance
will undoubtedly be required aftor 1940.

Unless thelr unsatisfied capital impﬁrt requirements
arce met, U, S, political objcectives in respect of strengthen-
ing the more lmportant Western European countrlcs —-— UK, France,

Italy
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Itély and Blzonal Gernany —— and of holding out a beckoning
hand to the Russian satellites, will not be achleved. As
noted above, unless further ald is forthcoming to Ifaly and
France, it may reasonably be expected that thelr existing
moderate governments will give way to governmehts partially
or wholly controlled by the communists., The prospect for
the UK, while less dramatic, is nevertheless serious; the
lmmediate result of relying wholly on present programs and
policies of financilal ald will be %to force a reduction in
British gold holdings and dollar balances below the minimum
consldered by the U. X, Government necessary to mect the
uncertaintics of the noxt few ycears, to force a sharp reduc-—
tlon in living standards, and greatly to retard economié
development. The UK has already found 1t nccessary to re—
quest freedom from the commitments under the British Loan
Agreenent, and 1t would probably have recourse to more
stringont bilateral trading arrangenents, nore exclusive
prefcrencco, and nore compvehonsivc gtate trading. The
U. K.'s war potential would suffer; it would be probably
forced tc relingquish most of the load 1t has been carrylng
in occupled areas; and 1ts abillty to perform as a full-
fledged partner in a wo;ldwide program of collective security
would disappear.
| ' Some'paft of the unsatisficd dollar requirements'may bonn
celvably be met out of lending by the International Monetary
Fund but such loans shoﬁld be considered short term since they
must be otherwisc reflnanced within a short time., Export-
Import Bank financing out of 1lts remalning lending power may
be possible for a number of development projects in under-—
developed areas, and 1t 1s possible that a few projects 1n
Europe
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Europe could be so financed once other unsatisfied European
requirements had been nete The allowance made for lending by
the Iﬁternational Bank 1s exeessively modest in comparison
with the Bank's authority under 1ts charter. A less conscrva-
tive policy than has been‘assumed for the Bank might provide
the means of financing some of the'reconstructionkand develop-
ment projects remaining unsatisfied.

While total gold and foreign owned dollar assets in the
world are large, they are not held by the most necedy countries
in anmounts greatly exceeding minimum reserve requlrements,

World Commodity Problems

Even though funds were made available to neet the un-
satisfied capital lmport requirecments of tho world, the pro-
spectlive world supply of some comhodities would be inadequate
to cover demands thereby made effective, World demand for
certaln critical commoditles and scrvices 1s go great, even
under present financial pollcles, authorizations, and prograns,
that within the context of the U, 8. balance of paynents pro-
jection referred to above, deficlts may be expected and
difficulty will be encountered in covering the most urgent
world needs without resort to export controls in the U, S,
and curtallment of domestic U, 8, consumpfion.

Broad and Feed Grains: Deficits aggregating 14 nillion

tons in 19&7/48 and 10 million tons in 1948/49 are in prospect
for the net grain 1&porting countrles of the world, which arec
mostly in Europe. Requlrements are expected to be balanced
by the increased supplies antlcipated in 1949/5Q. The grain
requirements of the importing countries of the world have been
calculated on the basis of calorie levels somewhat higher than

those attained in 1946/47. Local
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Local production in deficit countrics and world export
avallabllitles are cxpected to increase over the next three
years. U, 8. objectives require that the politically nost
oritical countries (in Western Europe) enjoy a continual
lmprovement in urban food supply. To accomplish this, it will
be necessary (1) to increase grain exports from the U, S, by
restricting U, S, consumption and by increasing U, 8, sxtrac-
tion ratios and (2) to favor thesec countries in the allocation
of avallable supplics to the maximum extent consistent with
considerations of international equity,

Fats _and 0ilst World export availabilities of fats and

0lls are expected to be 54% of the pre-war level during 1947
rising to 77% in 1949, If lmport requirements of European
countries except Germany are caloulated as thosc nceded to
meet pre-war consumption stnndérds and of non~European coun-
tries (including the U, 8.) as pre—wnf inports, the annual
world deflielt in 1947 is expcected to be as nuch as 1,6OO
thousand tons, oll equivalent, With the U, 8., a net importer
of fats and oils, malntalning its per capita consunption at
pre~war levels, competition on the buying side hss been, and
wlll continue tb be keen and prices very high, The dollare
poor lnporting countries of.Europe have suffered a dlspropor-
tlonate reduction in consumption 1@%018, in part because
international allocation has not been very equitable.

The relatlion between achlevement of U, B, objectives
and the level of consumption of fats and olls in critical
countries is not as close as in the case of grains, With
world export availabilities in 1949 of.no more than 77% of
pre-war and wlth the U, S, naintalning its pre-war consump-
tion, 1t i1s clear that there 1s no hope of European importing
countrics reaching pre-war cohsumption levels during this

period
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periods At most 1t night belhoped that Europe would partici-
pate somewhat more than proportionately in increased supplies
in 1948 and 1949, This would pefmit a very considerable
lmprovement of consumption in Europe during this period. To
realize this improvement it will be esscntial to continue and
lmprove world allocations of fats and olls to prevent the still
unsatisfied U, 8, demand from absorbing all the increascs,

Coal} Europe is the critical coal deflclency area al-—
 though the Far East also has unsatisfledArequirements and
Latin America is a net ilmporter on a small scale. Europe is
unlikely to attain self—suffioiency in coal until 1951, In-
cluding the deficlency in Germany and the U, K., production
in Europe during 1947 will fall short of requirements by 115
to 130 million tons, Excluding Germany'and the U, K., the
1947 deflclt of Europcan net inporting countries is between
70 and 80 million tons. A part (36 million tons) of the
deficlt can be met from the U, 8, and another part (estimated.
at 20 million tons) will be met, fron Poland and Germany in
1947, The net unsatisfied deficit of coal importing coun-
tries of Europe 1is fhercfofe set at 15 to 25 million tons
in 1947, U, B. coal exports to Europg could probably be
increased above the 36 mllllon ton lovel.

Poland and Germany are expcected to export 35 million
tons in 1948, and 50 willion tons in 1949, U, S. exports can
thus make up approximately the full requirements of the normal
importing countries in thase féars,

An adequate supply of coal for Western European countries
is essentlal to restoring thelr production and exports and to
raising living standards, The problem of coal. like that of

graln
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grain, lles at the heart of the problem of achlewing U, S.
the o

' objectivgs. It can be solved within/time horizon of this
report, but at a dost that becomes manifest in a need for
dollar assistance. It is almost certaln that under prescnt
financlal policles and programs the world shortage of dollars
would make it impossible for European countries to continue
importing coal from the U, 8, at the rates projected above.

Dry-Cargo Ocean Shipping: The world supply of ocean—

golng dry—cargo shipping 1s sufflclent in real tefms to move
the goods implied by the capliltal import roqﬁirements cstimated
in Table I abovo. However, the ownership @1sfribution of the
tonnage avallable 1mp§ses a financlal burden upon Eufopean
countries ascustomed before the War to esarn a good pért of
thelr living by rendering shippling sérvloes. The efforts of
European countrics to bhuilld new fleeté imposes an addltional
burden on thelr limited resources, Both:this physical burden
- and the financial burden of the present dollar cost of shipping
services would be eascd to the extent U, S, vessels were made
avallable on reasonable terms to forelgn countries, U, S.
Govérnment owned dry-cargo tonnage now 1dle totals about‘lz
million tons deadwelght,
. Bteel! World steel production is expected to increase
by more than 18 millibﬁ ingot tons between 1947 and 1949,
Nevertheless, production will be short of requirements by
28,7 million tons in 1947, by 21,9 million tons 1in 1948, and
by 13,3 million tons in 1949, The combined deflcits of the

USSR,
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USSR, Germany, and Japan account for 12,5 million tons of the
total in 1949, Outside these countries, therefore, it may be
expected that approximate balande can be. reached in 1949
(subject to an important qualification regarding the extent
to which unsatisfied deficits In previous years will carry
over).

With U, S.Vsteel exports for this period estimated at

only 7 million tons annually, their carefﬁl allocation among
éountries in the light of our objectives wiil obviously be

necessary.
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FOREIGN NEEDS FOR UNITED STATES ECONOMIC ASSISTANCE DURING
THE NEXT THREE TOQ FIVE YEARS

Report of the Working Group on Economic Aid
to the Special Ad Hoc Committee of the
State=War-Navy Coordinating Committee

Reference: SW{-5280

I. Introduction: Objectives of U.5. Economic assistance Policy

United States cconomic assistance policy derives from threc tenets of
United Stg%és foreign policy:

L. The support or friendly heutrality of the peoples of Western Europe,
the Near East, the Far East and Latin America would be of_ihcalculable valuc
in maintaining and furthering the security of the United States. The Economico-
military potential of arecas of the globe not likely to be'overrun;by hostile
powers in the event of war 1ls of military concern to the United States.

2. The political stebility, péaceful political evolution and cooperative
unification of the countries and peoples of the non~Soviet world will strongly
influence our own bolitical morale and economic well being, and with them the
favorable or unfavorable evolution of ocur domestic political institutions.
Furthermore, and of equal or greater importancec, high morale and peaceful and
prosperous development of the non-Sovict world will stréngly influence the
attitudes and confidence of Soviet and satellite-~Communist leadership because
it will directly contradict the Communist prognosis for the future of the non-
Soviet world. A sharp contradiction of Soviet theory by world facts (including
loss of ground by Communist parties abroad) may not unreasonably bé expected,
in tine, to bring about important modifiqations in Soviét foreign policy, which
is squarely based upon this prognosis. On such a modification the world's hope
for pcace depends.

3. Political instability, the strungthéning of extreme political parties
and the outbreak of viclence within or among the countries of the non-Soviet
world will incfease U.S.-U.S.5.R. tension‘and the likelihood of conflict, because
they will invite competitive political and wilitary intervention by the

United States
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United States and the U.S.5.R. The valldlty of this proposition may be Judgud
£rom the deterioration in U.S.-U.S.5.R. relatlons growing directly and
1nd1rectly out of the Greek civil war, The cases of Iran and China are also
pertinent.

It follows from these tenets th@t the day-to-day operations of United
States foreign policy are or should be based upon a politico-economic strafegy
whose objective is to weaken and if possible éradicate the causes of political
conflict within the non-Soviet world and thus to promote its peaceful political
evolution, and to find common purposes for and +o build the cooperative unity,
both intra- and infernationally, of “the non-Soviet world, with the United
States in a leading role.

In the realization of this objéctivo, Unlted States economic assistance
has a major part to play. The importance of this role arises out of the close
causal nexus, the reciprocal relations betwcen political stability and
cconomlc welfare and, similarly, between cconomic stagn%tlon or retrogression
and political conflict. This is, of eourse, a gross over51mpllilcatlon; the
relationship between econonic change and political conflict is a very éomplex
one . A more precise general statement of this relatioﬁship might run somewhat
as follows: (l)Aserious frustration of the aspirations of classcs or countrics
for improvement (real or apparent) in their living standard is apt to turm
into hostility and aggression toward other classes, or the Ypowers that be',
or toward other countries; (2) such frustration arises out of a wide and con-
tinuing discrepancy between, on the one hand, people's economic aspirations and,
on the other, their current econonic situation and/or their short-run
expectations; (3) people's economic aspirations result from what they have
known in the recent past, from ﬁhat they aré conscious that‘othersenjoy, and.
from their collective judgment of their own capabilities for raising their
econonic level if given the opportunity.

With reference to the situation of the war-devastated countries and of

some of the underdeveloped areas of the world, economic assistance can make

the following
CONFIDENTIAL
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the following contributions to the realizatio? of the above objective:

1. In the non-Soviet war-devastated areas, particularly France and Italy,
class conflict is now ekacerbated by the low level and maldistribution of real
income, énd is accompanied by growing hostility toward the United States. The
urban lowef—income groups,. because their living standard is far below pre-war,
because they see other classes and other countries enjoying a living standard
as high or higher than pre-war and bocause they feel that "given a chance"
(i.e., different price and wage policies by their government, more foreign
aid, etc.)'they could do much better, have aspired since liberation to a rapid
recbvery of living standards. There is a wide gap between their present
economic condition and their aspiration; and, much more serious, thelr short-
Tun expectation of rapid improvement is dwindling as they lose hope. Their
consequent frustration is oxpressed in hostility, more or less intense,
against more favorably situated classes, the national authorities, and against
the United States (as . the coﬁvenient symbol for countries which are better off
and should be helping them more). This hostility further expresses itself‘
in a tendency to support the more extreme political parties., The resulting
polarization of politics and intensification of political struggle further
impairs the effectiveness of the government ih dealing wiﬁh the economic
difficulties which are at the root of the whole process.

This over-simplificd statement helps explain the apparent paradox that
economic conditions in France and Italy (including the living standards of
the urban lower income groups) have improved markedly since Jiberation, and
yet so has the membership and voting sirength of the Italian and French
Communist parties. The reasén, of course, lies in part in the fact that the
French and Itaiian urban lower income groups had, at liberation, high hopes
of rapid recovery. Two years later their actual condition has improved, but
mich more slowly than thoy had hoped; as a result, their hope and morale have
seriously deteriorated, and their sense of frustrated aspirations hés been
correspondingly intensified.

In this
CONFIDENTIAL
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In this kind of situation, United States economic assistance in adequate

amounts can obviously make an important contribution by parmitting urban living

- standards to rise more rapidly and by dissipating the atmosphere of government
by crisis and improvisation, thus restoring hope and morale and at the same
time tending, both directly and indirectly, to call forth more positive
attitudes toward the United States.

2. In many of the underdeveloped areas of the non-Soviet world, internal
(class) tensions are rising and hostility toward the metropoliten powers and
toward the "rich" countries generally is growihg. In a nunber of cases since
the war, it has already resulted in civil war and/or colonial rebellion - for
example in China, Indonesia, Indochina, Burma, Madagascar, Palestine, Syria
and French North Africa. In others, for e%ample in several ILatin American
countries, in Indla and in other Arab states, large-scale political violence

- apparently lurks just belowvthe troubled surface. /

The general statement above of the relationship betwéen economic change
and political conflict can also be helpful in these cases: Gradual economic
development and urbanization of thése areas have given birth to. new social
and econofiic classes which have become increasingly aware both of the
enormous gap between thelr living standards and that of the numerically small,
wealthy native ruling groups, of the occidental colonists, and of other
countries and of their own capacity to rise in the econonmic scale if given
a chance. Their advance is, however, frustrated by the entrenched position
and normally unenlightened attitudes of the native rullng groups, by static
and anachronistic economic institutions (e.g., feudalistic land tenure) by
the interests and power of colonists, the colonial authorities, foreign
business interests, and so on. Under thesec circumstances, acute political
tensions are bound t& accunulate and to find expression in intense Xenophobia,
in a conviction that the advanced countries are indifferent or hostile to
development of the area except fof purposes of exploitation, and in civil war,

colonial
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colonial rebellion and the like. Communist organizations find such conditions
favorable for their operations.,

United States economic assistance to such underdeveloped areas will be
indispensible to the prevention or relaxation of such dangerous political
tensions because it is a nccessary condition of their economic advance.
However, United States economic assistance will have to be stripped of the
appearance of exploiﬁation and be accompanied by radicalrsocial, political,
colonial administration reform if it is to have the desirod.effect, For, in
the absence of 'such reform, an increase i the rate of cconomic development
is likely merely to step up the rate at which sociai and political'tensions
accumulate.

3+ As evidenced by the reaction to Secretary Marshalll's Harvard speech
(June 5, 1947), United States economic assistance can be a powerful lever for
promoting the unity of non-Soviet Europe; United States economic assistance
can aid shoula also be used to promote cooperative international planning and
action over wider arcas.

4. United States economic assistance can be used to nmaintain and increasé
United States political leadership in the non-Soviet worid. This is not only,
or even primarily, due to the direct influence and bargaining power which may"
accruc to the United States as a result of economic aid. It is much more
because, as the source of economic assistance, we may pfomote and identify
ourselves with the common objective of rising living standards. The idea of
rising liviné standafds and of economic justice, expressed‘concretely in a
cooperative international policy of rapid reconstruetion and economic
development, is a common purpose around whicﬁ the non~Soviet world can rally
and under whose symbols the United States can effectively assume the desired
" role of political ieadership. United Stateg political leadership cannot be
obtaiﬁod by asking for it as the price of economic assistance; ?t will come
only as the.by—product of an intensification of cooperative relations based

upon economic assistance,

The following
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The following sections are devoted to an over-all view of the most
immediate majof world economic problems and to the extent to which the United
States can conbribute to their solution and thus to the attainment of the
objectives indicated above. Section II deals with world financial needs.
Section IIT deals with world needs for and :Supplies of certain commodities now .
in world short supply. Section IV deals with the relation between regional and
world approaches to economic assistance policy. .

II. World Financial Needs

As  Financial Implicationé of United States Objectives

1. The Measurement of Requirements

Measurement of the nceds.of the world for capital imports% in the light
of the foregoing objective requires the cstablishment -of specific consunption,
reconstruction, and economic development goals.. These must be designed to '
maintain or create in foreign countries the political, economic, and social
conditions of high morale, peaceful development, and support of United States
boliﬁical leaderships The formulation of such goals, country by country, is
necessarily a difficult question of analysis ‘and judgment which must take into
account the existing political circumstances and recent eccnomic experience
of each country. .

In estimating world capital import requirements, it is necessary to
differentiate between (a) war devastated countries whose production, consumption,
and exports are substantially below prenwarvlevelé and. (b) backward or under-
developed areas of the world. In the former category a further subdivision
between countries of the.non—Soviet world and Soviet satellites is required.

Capital import requirements of the non-Soviet war devastated countries
may be roughly defined by the need for (1) an improvement in levels of con-

sumption sufficicntly rapid to make probable the survival of moderate

denocracy

* The phrase "capital import requirements” is used in this report to denote the
difference between (i) a country's total needs for imports of goods and services
and for repaying obligations and (i1) the sum of (a) itscurrent account
resources--exports of goods and services, sale of new gold, and net private
remittances--and (b) prospective loans by other hard currency countries than the
United States.
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demqgrgcy and (2) the restoration of war damage and a moderate improvement in
capiﬁal plaﬁ£‘t§ ensure rapid achievement of self-support and in some cases of
capacity to carry an appropriate share of responsibility for maintaining world
peace and security.

United States économic aid policy toward Soviet satellites has not, as of
this date, been fully clarified. Capital import rcquirementsﬁfor these
countries, based on somewhat arbitrary standards explained below, have, however,
been calculated for the sake of giving a compiete picture. Their inclusion
is ndt meant to imply that satisfaction of these requirements in full is
necessary to the attainment of the general objectives delineated in Part I.

The estimated capital import requirements of the underdeveloped areas of
the world likely to be net importers of capital permit a moderate rate of
agricultural and industrial capital formation, They include some allowance for
financing the internal costs of such development by currency stabilization
credits, where such were deemed necessarys The estimates provide also for a

~rate of developmentvof-backward areas which can be defended as consistent
with "econonic justice" (although it may not in all instances meet the
ambitlons of the people of some areas). Such a rate must be primarily
determined by the rate of domestic saﬁing and the rate at which sturdy
institutions (¢eg+, new firms, new markets, educational facilitics, and effecti&e
and honest government) can be established and new workers trained. Considerable
time and major political and social changes will be reduired for such growth,
and the raﬁe of capital import must accordingly be adjusted thereto. Re-
quirenments estimates used in this report for backward areas are within limits
set by these concepts.,

In view of these serious obstacles to a more rapid development of such
areas, it is doubtful whether the often grandiose economic aspirationé of their
peoples could be realized evén if' considerably larger capital inports than shown
herein were forthcoming from the Uniﬁed States. A larger Preogran would tend -to
be dissipated in inflation and wasted in graft. The quantitative definitencss

of this
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of this conclusion must, however, be tempered by the extremely rough and
tentative nature of the estimatos themselves.

In general, requirements as estimated in this report do not include the
foreign exchange cést of any military assistance; to the extent that United
States policy may require such assistance during the next three years, some
adjustment of the estimates herein would be required.

2. World Capital Import Requirements

!
The requirements given in Table I, column 1, express the informed
3 .

Jjudgment of experts close to the conditions in each country as to the net
capital imports required to accomplish the objectives indicated above. Nec-
essarily, different critcria have been employed in different countries, 'The
economic goals for an& capital requirements of each country are described in
detail in Appendix A.¥

Measured against the objectives they are to Qchieve, the dollar require-
rnents given in Table I for the war-devastated areas of EBurope tend to be under-
stated for several reasons:

(a) It .is

# Estimates of unsatisfied requirements given in Table I do not entirely agree
with similar estimates carried in the country studies submitted to the Ad

- Hoc Committee of BWNCC. The differences arise from the naecessity of
introducing into Table I estimates made early in the summer when most of the
country studies were still in preparation. In the case of several of the
critical countries for which special studies were made, notably Afghanistan,
Spain, Portugal, North Africa, Korea, Indonesia, NEI, India, the Philippines,
and Siam no unfinanced requirements (after allowing for requirements to be
met under present policies and programs) were then known to exist.

- On the hasis ol Appendix 4; the éstimates employed in Table T .ay be compared
with those carried in the country stpdiesy: whilerdiscrepancies will be.seen to
exist;,they tend 'to cancel. and in’aggregate, it. i believedithe prineipal
findings of this report would not be greditly affected by }éVi%ipﬁ,'on the basis
of the estimates submitted 6 the ad Hoc Committee, of Table T and tables .
depending on Table I. ,

CONFDENTIAL
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(a) It is assumed that each country's total exportable surplus can
(with certain obvious exceptions) bé sold for currencies convertible into’
those needed to buy essential inports;

(b) It is assumed that existing bérriers to inter-European trade would
be removed; and

(c) vIt is éssumed that production and trade in Eastern‘Europe would
revive pari passu production in Western Burope so that all countries in Europe
would benefit from mutually advantageous exchanges; however, to the extent that
revivél in Eastern Furope is retarded by political‘circumstances or that trade
remains confined to the present narrow bilateral channels, net capital import
requirements to be financed from the outside will be larger;

(d) Financial requirements are likely to be the larger to the extent
that shortages of essential commodities develop, which are not already allowed
for in the estimates; however, even though shortages will prevent or render
impossible import of these itens, immediate savings in foreign exchange are
likely to be more than offset as a result of the longer time taken to reach
the postulated consunmption, reconstruction, and development goals,

(é) It has been further assuned that a high level of income will be
naintained in the United States. TFrom this it is inferred that United States
imports will continue increasing. Howéver, any major United States recession
would reduce imports and would seriously impair the foreign exchange position
of many foreigﬁ countries,

4 (f) 'The capital import needs of each European country have been estinated
independently, except for the assumptioh noted above that all would improve;
however, somewhat different estimates might result if the Wésterh Buropean
countries effect a riore efficient intra-European allocation of scarce resources,
Such allocation would tend somewhat to reduce the capital imports required to
reach the postulated goals,

(g) ' The requirements of Table I, column 1, are computed at prices pre-
vailing in the ldst hélf of 1946. A substantial price increase has occurred

" since

CONF IDENT IAL
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since that time, and country requirements in current dollars are, therefore,
larger than the figures shown in Table I, column 1. An adjustment for such
price changes as they affect total area requirements is given on page #18

below,

3« Critical Countries

As shown in Table I, four important Western European countries confront
large unsatisfied net capital import requirements. Those countries are the
United Kingdom, France, Italy and Germany. They constitute the "problem! of
Western Eurcpe. It is particularly essential, therefore, to understand how
requirements were estimated for those countries. The estimates for China alko

call for special comment.
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(a) United Kinedom

It is edtimated that the United Kingdom requires net dollar capital
imports. in the amount of $6,550 million from 1947-1949. This figure pro-
vides (a) for maintaining the current austere British standard of living,
(b) a substantial increase in the rate of investment (even assuming that
the pre-war rate of AOmestic saving is realized), (c) the liquidation of
$400 million annuslly of the blocked sterliﬁg balances, and (d) interest
payments at 0.5 percent p.a., on the remaining sterling balances. Account
has been taken in the estimate of existing credits by other countries!than'
the United States and of a moderate retrenchmeht in the foreign commitments
of the United Kingdom,

It is expected that Great Britain will achieve equilibrium balance of
payments at adequate levels by 1950 if these'capital import reqﬁirements
are met, Such a goal 1s essential to restoring the United Kingdom to a‘
satisfactory role in world economic affairs, Unless equilibrium in the
British balance of payments can be achleved, at a high level, the Anglo-
American'eoonomia, polltical and military partnership must necessarily re-
main essentially one sided.

(b) Erance

Net dqllar capital import requiremsnts totalling $3,800 million are
estimated for France for the period 1947-1949. The figure is based on the
goals of the Monnet Plan, but allowance has been made for reaching these
goals over a longer period than the llonnet Plan envisages. It provides
(2) an average level of consumption rising from 75-80 percent of 1938 level

in 1947 to the 1938 level in 1949, (b) for capital formation in 1947 equaling
15 percent of the total of goods and services available during 1947, and
risiﬁg during 1948 and 1949, snd fc) 8 40 percent increase in industrial
production by 1949 over the low 1938 level expected for 1947. Account, has
béen taken of credits available to France from Canada, Brazil and the
Argentine, |

Failure to
GONFIDENTTIAL
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Fallure to meet this program for France would aggravate populér dig-
satisfactions, strengthen the factions on the right and left advocating
extreme solutions, and render impossible continued moderate left-center
government.

(c) Italy ,

The estimate of total net capital import requirements of $1.3 billions
for Ttaly in 1947-1949 allows (a) approximately the pre-war average per
capita caloric intake, (b) consumptioﬁ of other consumer non-durable goods
rising from 85 percent of pre-war in 1947 to 115 percent in 1949 and (c)

a considorabie expansion of cnﬁital formation rendering uncmployed Italian
labor productive and providing'tho econonic base for a permanent rise in
the Italian standard of living above pre-war levels.

The political situation in Italy is the most critical in Western Europe,
It can be expected that Italy, in the absence of such cabital imports, will
be torn by political %nd economié¢ dissension from’which could emerge a to-
talitarian regime securely entrenched in power, Such a regime, probably
oppoaed to United States European policy in all aspects, would menance
.Uhited States security interests in the Mediterranean and would se;iously
affect the political orientation of the rest of Western Europe.

@) Germany

The $1 1/2 billion net capital imports required for Germany would pro-
vide (a) for raising thg level of industrial capacity in the bi=zonal area
to about 70 percent of the 1938 level by 1949; this contrasts with the ori-
ginal "level of industry.plnn", which contemplated achieving a 50~55 per=
cent level by 1949, (b) Complementary with this increase in industrial
capacity it provides for retention of increased amounts of industrial goods
as incentives for German workers and for incrensing urban food consumption
from the present theoritical level of 2,000 calories in 1947 and 2,300 in
1948 to 2,500 in both 1948 and 1949. Such a program would require a total
net capital import of about $2 billion of which §1 1/2 billion would be

) contributed
CONFIDENTTAL. .
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contributed by the United States, the remainder by the United Kingdom, If
the United States should take over the United'Kingdom?s obligation, this
would reduce pro tanto the United Kingdom's own capital import needs.

4n inecrease in German production and trade with Europe will tend to
reduce Europe's dollar needs, though in the short run this will be offset
by smaller German coal exports and, therefore, larger Europesn imports of
expensive United States coal: German exports will be substituted for United
States exports, and increased imports from Germany can in a measure be paid
for out of increased exforts to Germany; the ter@s of trade of Ruropean
countrics will improve by at least the amount of the large difference in
trangportation costs; and some economics may result from a more even dis-
tribution of world demand for manufactured goods, since steeply increasing
costs resulting from uneconomically high rates of opersation wili be avoided,
Germany previously provided the outlet for some exports of European coun-
tries not now marketable (c.g., fruits and vegetables from Italy, tobacco
from Greece, transit ser&ices through the low countries, iron ore from
France and Scandinavia, non~ferrous metals from the Balkans).

" Fallure to provide for recovery in Germany will consequently have the
‘effect of increasing net capital import requirements needed to achieve ob-
jectives in other Europeﬁn countries. |

S Ching

A range of estimates from $150 million to $1,600 million for the three-
year period 1947-1949 of the net capital import requirements for China has
been prepared, The émnllest figure allowing %50 million per year would
provide for only small-scale relief during the indefinite continuation of
hpstilities. The somewhat larger figurc of $400 million given in Table I
would provide, in addition to relief, capital imports that .can be effective-
ly utilized under conditions of civil war, but it would exclude the financ-
ing of domestic costs and the importation of goods for inflationary controli

It is
CONFIDENTIAL
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It is envisaged that such aid would be predicated upon military retrench-
ment and fiséal and political reform and would be timed éccording to po-
litical progress, A larger figure tptaling $1,300 million would cover full
scale peacetime reconstruction including internal finanecing and the impor-
tation of goods to confrol inflation. A-still larger figure of 31,400
million would supply military support sufficient only fo promote an armed
atalemate. Fipally, $1,600 million in three years would be the gost of
full military support to the nationalist government in full scale hosti-
lities against the Communists. The seélsction for Table I of figures baged
upon the aid that can be effectively utilized under conditlions of civil
war reflects the arbitrary Judgment, in the absence of a firm United States
position, that it is the course most likcly to be adopted.

The general standards used for Eastern European countries (except for

They would provide some aid above post~UNRRA relief standards,

Greece) are less favorable than for the rest of Europe./ In general, allow-
ance is made for a rise in industrial production and domestic, consumption
from ebout pre-war levels in 1947 to someyhat above pre-war levels in 1948
and 1949, /

The standards employed for backward areas have becn dismissed above,

* CONPIDENTIAL
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B. Present Financial Assistance Policies, Programs and

Authorizations

Table III presents an estimate, program by program, including
the Internatienal Bank, of the dollars now likely to be made
available te each foreign country from United States Government
financial assistance. These estimates have been enteréd in Table
I, column 2, As indicated in celumns 2, 3 and 5 ef Table I, it is
expected that a substantial part of all net import capital require~
ments will be satisfied if presecnt financial policies and programs
(including #2,4 billiens of International Bank loans) are realized,
if certain foreign countries carry eut present programs for liquidat-
ing gold reserves and dollar assets in excess of the bare minbn@@,
and 1f favorably situated countries succeed in securing private
financing, The present program will go far toward mceting the
objectives of the United States in most areas, but it will fall
short in a handful of countries and the failure will be particularly
serious in the four Western Furepean muntries mentiened‘above.

In Table II the United States balance of payments under present
financial policies, authorizations and pregrams is projected,
Together, Tables I and II indicate that United States! exports and
the United States trade balance nay be expected to decline sharply
in 1948 and further in 1949 frem the 1947 level, as shown in the

following summary table.

CONFIDENTTAL
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Prospective United States Exports of Goods and Services and
Trade Balance, 1947-1948, under present financial policiles,
programs and authorizations,

(billions of dollars at then current prices)

1947 1948 1946 Total

Exports of Goods & Services 19.02 13,67 12.37 45,06

Trade Balance on Goods &
Servicesgs Account 10.68 6,01 3.96 20.65

It is believed that the decline in United States exports
will contribute to a minor business recession in the United
States, reaching its deepest polnt toward the end of 1948,
and to a fall in United States prices continuing into 1949.
On this calculation, slack will appear in the American economy,
slack which could be employed in part at least in meeting The
unsatisfied capital import requirements of the rest of the
world., /

The decline in the exports and trade balance of the
United States has been projected in Table II for major areas
of the world. The most marked declines in prospective
capital imports from the United States, it is cxpected, will
be experienced by Western European and Western Hemilsphere
countries. TRastern Zuropean countries will expericnce a
relatively large ‘decline in total and net imports from United
States. United States trade with the Near East, Africa,
the Far East and Oceania will remain relatively steady Ey
'comparison,

The geographical analysis of thg prospective balance of
payments of the United States is based largely upon the
pattern observed in the first quarter of 1947 when it appeared
that exports of goods and services were going out 1ln sub-
stantially greater measure to non-European countries and in

CONFIDENTIAL

- 16 -

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1



Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1

" CONFIDENTIAL

substantially lesser measure to European countries than could
be expectedvfrom dollar resources immediatély avallable. It
appeared that this flow of goods and services could only be
explained by a sizeable infer—area transfer of dollars from
Zuropean countries (notably the United Xingdom) to other areas
in payment for net imports of goods and services received by
Europe frqm those areas. An allowance fdr such linterarea
transfers of funds has accordingly been made in Table II.
Included in this interarea transfer item are both capital
movements and the funds which the British arce compelled,
cither on grounds of equity or legal obligation, to make
available to countries of the Sterling Arca for conversion
into dollars of blocked sterling balances and balances accumu~
lating on current account. The magnitude of this interarca
transfer of funds-apncars to be one of the factors responsible
for the unexpectedly high rate at which the United Kingdonm
loan has been utilized.

An explanation for this dollar drain on Europe 1s found
in the changed pattern and terms of world trade induced by
the war., The delayed revival of European exports, the
volatility of raw material prices in relation to priccs of
manufactured poducts and the liguidation of Europg‘s over-
seas investments to finance the war and reconstruction have
upset the pre-war, world-wide system of multilateral balancing.
In the 1920's and 1930's, tropical countries on balance sold
goods to the United States and used the procecds to pay returns
on Europcan investments and to buy goods and services,
particularly non-durable goods and shipping services from

CONFIDENTTIAL
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Europe, cspeclally the U. XK. And Europe pald for a balance of
imports from the Unitcd States largely out of the returns on
investments in tropical and newly scttled countrics., Temporarily

4

creditors on current account vis-a-vis Europe and unable to
securc goods and services from thelr former sources in volume
commensurate with their demands, the non-Europcan areas have
turned to the United States:as the only remaining, albeit high
Vcost, source of goods, and hévo sought to obtain dollars for
thelr export surplus to Europe to pay for U. S, goods. The
result is a drain upon Europce, cespeclally the U. K., for dollars
with which to financc exports from the U. 5. to non-European
countries, as well as the rapid depletion of dollar reserves

of non-Europcan countries.

C. Ungatisfied Capital Import Requlrcments.

It should be obscrved that the requirements cstimates
given in Table I and the balance of nayments projection in
Table IT arc not dircctly comparable since the latter is
computed in current prices while the former ls in fixed prices,
The balance of payments projection is bhased on the assumption
that the level of real income in fthe United States will decline
10% from the level rcached in the ftuird quarter of 1947 to the
fourth quarﬁer of 1948, Accompanying the decline of real
income, 1% is assumed, pricce will f=11 from 110% of the
level prevailing in the last aalf o£‘1946, in 1947 to 999
in 1948, and 97% in 1949. The lower level of priccs is expected
to sct the stage for a suﬁsequent rise in real:ipcome during
1949, DNo change in the U. 5. terms of trade over the period
is assumed. ] .
CONFIDENTIAL
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It is possible to compute the additional sums which at the
assumed current prices would be required te satisfy the real
requiremeﬁts measured in Table I. The following table gives
the results of that computation.

Dollars Required to Finance the Unsatisfied Czpital

Import Regquirements at Current Prices: By iArea
(billions of dollars at then current prices)

1947 1948 1949 Total

All Arcas ) 2.3 3 3.4 9.1
Furepe l.3 2,9 3,0 72
Western Europe 8 2.2 2,6 5.6
Eastern Furope .5 .7 A 1.6
Near Fast & Africa PR .1 o
Far East 5 .3 2 1.0
Western Hemispherc ‘ .3 .1 1 .5
°

CONFIDRHTY Al
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If the decline in prices during 1947-49 does not in fact
materialize or if it is less than herein assumed, substantially
larger amounts would be needed to meet the unsatisfied require~
ments, ¥

It is not possible, of course, to turn back the clock and
meet the requirements that have gone unsatisfied thus far in
1947. Bpeedy action in the last few months of 1947 resulting
in a firm indication that new aid would be forthcoming might
make 1t possible for forelgn countries to secure a limited
amount of short-term financing (for cexample, from the Inter-
national Yonetary Fund) or to draw somewhat upon funds ear-
marked for‘future vecars 1in order to cover sone of the other-
wise unfinanced 1947 deficit. To some cextent, moreover,
reconstruqtion and development scheduled in Table I for 1947
could be pushed forward into 1948 and 1942 with an accelcra-
tion of the rcconstruction programs in those years; while
some projects schecduled for 1948 and 1249 would have to‘be
deferred because of failure to mcet objectives in 1947,
meeting consumption objectives in 1948 and 1949 in the facce
of the lower level of production dict=fted Wy 1947 rcailzations

may be more costly.

%  If it is assumed (1) that vrifes resmeln st the 1947 level,
(2) that nevertheless rcal national income of %the U, 3,
conforms to the pattern assumed irn conputine Laniae IT, and

(3) that the higher pricoes =zifech only the costs of exporting
and importing goods and service Litoms (1.e,. cspitel 1Tems
remain unchanged), the reccmputed uvnsatisiisd world require-
ments should be increased by $2.1 billion in the two years
1948 and 1949, They become:

(biliions of Aollars)

1947 1948 1942 Total
All Areas 2.3 4.5 4.4 11,2
Europe 1.3 3.5 5.6 8.4
Western Europe ’ .8 2.6 3.1 6,5
Eastern Burope .5 .9 .D 1.9
Near East and Africe .2 .3 1 0
Far East and Occania .5 ) W4 1.4
Western Hemisphere .3 .2 ) .8
CONFIDENTTAL
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It must also be borne in mind that the estimated unsatis-
fied requirements arc based upon assumed pricec and national
income patterns that would be affected by the effort to meet
these requirements. Prices would undoubtedly be higher and,
since U. B, imports from devastated arcas sre limited by
physical supply conditions, a higher U. 8. income level would
not likely raise imports from Europe sufficiently to affect |
appreclably the higher costs of meeting U; 5. objectives re;
sulting from higher prices. .

Although it is impossible to cstimatc quantitatively the
net result of thesec effects, the amounts needed through 1949
to secure the indicated objectives of Amcrican foreign policy,
in addition to amounts alrcady committed and prospective from
the World Bank, might be of the order of $9 billions.

Beyond 1949 the picturc is obscure. It is to be hoped
that a well coordinatcd three-ycar assistancc program in
these magnitudes would bring Western Europe, at least, within
Sight of becoming self-supporting. Some further assistance,
however, will undoubtedly be recquired after 1949, particularly
;if the requirementé given in Table I prove to be substantiélly
undcrestimated. ‘

Unless thelr unsatisfied capital import reguirements are
‘met, U. S. political objectives in respect of strengthening
the fThree important Vestern European countries —-- UK, France,
and Italy -- and of holding out a beckoning hand to the Russian
satellites, will not be achieved. As noted above, unless )
further aid is forthcoming to Italy and France, 1t may reason-
ably be expected that the existing moderabe goverrmenss will -
give way to governments partially or wolly conbtrolled by

SONFIDENTIAL

- 21 -

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1



Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1

CONFIDENTIAL

Communists, The prospect for the UK, while less dramatic,

is hevertheioss serious; the immediate result of relying
wholly on present programs and policies of financial aid will
be to force a reduction in British gold holdings and dollar
balances below the minimum consldered by the U. K. Government
necessary to meet the uncertainties of the next few ycars,.

to force a sharp reduction in‘living standards, and greatly

to retard cconomic development, The UK would find it necessary
to request freedom from the commitments of the British Loan
Agreement and would probably have recourse to more stringent
bi-lateral tréding arrangements, morc exclusive prefcrences,
and more comprchensive state trading. The u. X.'s war
potential would suffer; it would be probably forced‘to
relinguish most of the load it has been carrying in occuﬁied
arcas; and it would no longer be able to perform as a full-
fledged partner in a worldwide program of collcctive sccurity.

D. Financing the Unsatisficd Requirements

I

It is not within the scope.of thie study to congider in
detall alternative methods cf Financing the unsatisfied capiltal

import requiremcnts of the world., Some general observations

may, however, be made.

No allowance has been made in Table I and only a small
allowance has becon made in the calculations of unsatisfied
requirements above for lending by the International Monctary
Fund. ©Some part of the unsatisfied requirements may con-
ceivably be met from this source, but such leoans should be
considercd short-term. Whilc total loans of the International
Monctary Fund outstanding at any time may be expected to be

fairly large, the Fund cannot be relied upon to provide long

term capital for the purposes represented by the roouirements

estimates in Table I. Requirements met cub of Llcans from the

Fund must, within a short tim:, ©we ctaerwlse re-Tinanced.
CONFIDENTISL
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No allowance has been made in Table I for new lending by

the Export-Import Bank. It is to e expected that a number
of the development projects in underdeveloped areas of the
Western Hemisphere, the Near Fast, Africa, and the Far East,
unfinanced under present programs and polciecs, would become
appropriatg candidates for Export-Import Bank loans., It is
possible that a few projects in Europe could be so financed
once it had been determined that other unsatisfied Buropean
requirements would be met in other ways. It is not, however“
poesible in advance to cstimate for individual countries or
arcas the extent to which the Export-Import Bank might finance
otherwlise unsatisficd roquirements out of its uncommitted
lending power, which stood at $800 millions at the end of
July 1947. '

Allowance has been made for a sizeable program of lending
by the International Banlk, However, the program is modest -
indeed excessively modest - in comparison with the lending
authority of the Bank under its charter. The cstimate of
unsatisfied requirement given in this report assumes continua-

tion by the Bank of a conservative policy both as regards the

nature of its losns and the volume of its securitiecs to be floated,
The question may fairly be put as to the possiblility that

countrics confronting unsatisficd capital import requirements

might use gold holdings or liquidate dollar assets, public or

private, in meeting their deficits. The examination in Appendix

B of this possibility for the countries confronting the lavgust

deficits indicates tentatively that little contribution to the

problem of Western Europe can be expected from this source

beyond the allowance in Table I, Some contribution might be

made to meeting deficits elsewhere, butb before any reliance

is placed upon it a detalled examination should be made to

determine the extent to which each country's rescrves afe com-

mitted or otherwise encumbered. Some of the requirements shown

as unsatisfied for the Near East, Far zost, ond ¥

also May be met by the infer-area trencfer o funds from Europe

ostern Hemisphere

allowed for in Table I.'
SOBFL SN TIAL
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IIT. World Situation for Critical Commodities

Of equal importance With the problem of flnancing essential
world trade to achieving U; S. objectives is the problem of
allocating écaroe resources;— of insuring that maximum supplies
of critical commodities are made availlable for export and are
proverly distribﬁted. The ﬁersistence of shortages of a’number
of vital commodities is a bﬁeic factor impeding recovery in the
post-war world, Undeér these conditions, availability of funds
does not automatically guarantee that importing countries will
be able to satisfy their essential requirements. Analysis of
the situation, commodity by commodity, and world commodity bro—
grams to insure distribution in accordance with agreed ob-
Jectives are also essential.

A logital avpproach to analyzing the commodity nroblems in-
volved in realizing U. S. economic assistance objectives would
be: (1) estimate requirements for individual commodities im-
rlied by the dollar requirements of Table T and (2) the supply-
requirements balances for individual commodities implied in
‘the U. 8. balance of vayments projection based on present fi-
nancial policies and prégraﬁs; from these estimates a de-
Termination could then be made of (3) the corollary realloca-
tion of U. 8. and world resources and manpower required to
meet the unsatisfied needs of the world. It has not been
possible to proceed in this fashion. The commodity-by-com-
modity balancing of supply and demand implicit in the U. 8.
balance of payments projection of Table IT has not been worked
out, and the requirements for commodities implicit in the
basic standérds of consumption and investment employed in

calculating
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calculating Table I are not known. However, world deﬁand for
certain critical comodities and services is so great that even
within the context of the U. S. balance of payments projection
of Table II, deficits may be expected and difficulty encountered
in covering the most urgent world needs without resort to ex—
port controls in the U. $. and curtailment of domestic U. 8.
consumption of some of them.

A. Situation for Critical Commodities

1. Breadgrains and Feedgrains

In 1947/48, total world grain export availabilities
(in food and feed) will reach 31 to 34.5 (median 33)
million metric tons; but they will still fall shorf of
total requirements of 47 million tons by about 14 million
tons. The corresponding deficit figure for 1948/49 will
be approximately 10 million tons. These deficit figures
are based on requirements estimates using donsumption
goals somewhat higher then the low levels realized in

© 1946/47.%

It 1s thus apparent that the acute post-war world
grain shortage will continue‘for at least two more years,
In 1949/50, however, world exportable supplics and import
needs are now expected to balance, though with total ex-

" ports at a level of 27 million tons, as compared with 16

million tons pre-war.

Two

*  For 1946/47, requirements used in this report are
3,000,000 tons lower than the preliminary total re-
quirements stated by the elaimant countries to IEFC,

CONFIDENTIAL
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Two factors have been primarily responsible for the
post-war world grain shortage: (1) in Europe, the dis-
location of grain production and 1ts distribution to urban
areas (2) in the Far East, decline in rice production,

These two factors coupled with the increase in popu—
lation have increased world grain import requiremehts in
1947/48 by 31 million tons above the pre-war world grain
import level.

In Burove alone (including Germany and the U, X.),
grain lmport requirements have increased from 9.4 million
tons pre-war to about 19 million tons in 1947/48, France
and Ttaly account for 4 million tons 6f this increase,
even 1f they are allowed only 90 perdent of thelr pre-war
grain oonsumption; The grain import nceds of Bi-zonal
Germany, resulting from.its geparation from the eastern,

grain-producing laender and from general economic dis-
location, account for another 2.4 million tons of in-—

- crease of the 1947/48 European requirements over pre-war.
Europe's additional grain immorts, excluding freight, will
cost Europe in 1947/48 above $1.2 billion% more than pre-
war almost entirely in dollars or other scarce currencies.
Additional freight charges add about another $100 million
to the bill,

At

* GEstimated in terms of f.o,b. wheat prices, 1938 and

1947, of $1,78 and $2.20 per bushel, respectively, at
60 pounds per bushel. .19 million tons in 1947 is esti-
mated to cost 1.5 billion; 9.4 million tons vnre-war esti-
mated to cost $269 million, in terms of wheat and ex-
cluding freight.

CONFIDENTTAL
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At leasﬁ through 1948/49, the United States and
Canada must be the major supvpliers for grain deficit
areag of the world, It is estimated thet the United
States bumper wheat crop will make available for export
in 1947/48 12.5 to 13.5 million tons of wheat o+ compared
with 10.5 million tons in 1946/47, With 6.5 to 7.5
million tons from Canada of wheat and rye, about 2 to 2.5
million from Argentina, 1.5 to 2 million from Australia,
2 million tons of wheat and rye from all other suppliers
(including USSR), world exvort availability of wheat and
rye is expected to be 24,5 to 27.5 million tons in total.
Course grains, now used in higher proportions for human
consumntion,.add 8.5 to 7.0 million tons to total world
export supplies, of which 1.5 to 2.0'million tons are
expected from the United States. Thus, total world grain
export availability for food and feed will reach 31 to
54.5 (median 33) million tons, but as noted above, will
st111 fall short of total requiremente of 47 million,
by about 14 million tons.

U. 8. production of wheat has increased from 20.6
million tons pre-war to 38,1 million estimated in 1947/48,
while exports are expected to increase from 1.1 million
to between 12.3 and 13.6 million tons., Thus, of the 17.5
million increage in U, S. output over pre-war, 1l1l.2 to
12.5 million tons are intended for exvort, only 1,4 million
tons for increased domestlic consumption as wheat and 1 to
1.6 million for increased consumption as feed, the re-
mainder for carry-over and other uses.

v The
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In view of the magnitude of the world grain deficit
for the next two years, it is clear that a U. S. foreign
ald program should include maximum efforts to step up
grain exports. This conclusion is reinforced %r the
prospect that the only other possible source - .dditional
sunplies of grains in 1947/48 is the U.S.S.R. which alone
among important European sunnliers has a good harvest in
sight and which may be counted upon to turn surpluses
squeezed from domestic consumption to telling political
account,

In 1949/50 as noted above, restoration of production
in the Far East and in somé Eurovean céuntries is expected
to balance world exportable supplics and requirements of
breadgrains, though at a considerably higher level of
world exports. This increase in exports 1s necessary
mainly because of failurc of production in imnortihg
countries to keev pace with anticipated vropulation in-
crease. Contineﬁtal Europe, excluding Germany, is ex-—
pected to require at least 1 to 2 million tons more
grain from abroad, Western;Germany 3.9 million tons more,
and Italy, 400,000 tons more than pre-war. In addition,
no 1949/50 exports to Western Eurone are cstimated from
Eastern Europe including the Soviet zone of Germany and
former German territory now under Polish control. Normal
population increase is taken into account, but practically
no allowance is made for improvement over pre-war con-
sumption levels or a decrease in uneconomical grain
production in Europe.

For details of the world grain balances 1947/48 -
1949/50, see Appendix C.
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Fats and 0Oils.

During the calendar years 1947-49, the annual world
deficlt of fats and olls is expected to’range between 450
and 575 thousand tons (oil equivalent) and may be as much
as 1,600,000, if 1949 world import requirements are pro-
jected as the sum of (1)\imports required to meet pre-war
consumption standards (European countries except Germany)
and (2) pre-war imports (non-European countries). - World
requirements of fats and oils are, in fact, expected to
exceed availlable supplies so long as Far Eastern sources
of vegetable oils remain below pre~war levels of production.

Because of dislocated production and normal population
increase, countries of continental Europe, exclﬁding Germany
and the United Kingdom., are expected to require almost
300,000 tons additional imports of fats and oils in 1949
as compared with the pre-war figure, merely to ecual by that
year a pre-war level of cBnsumption. German consumption
In 1949 is estimated herein at 425,000 tons below pre-wap.
European countriesvas a whole will depend on imports for 62%
of fats consumed as compared with 56% pre—War. For European
countries, which are the most important fats and oils im-
porters, the major problem will be ohe of securing a fair
share of world availabilities to meet increased requirements
insofar as possible during a period of seriously deficient
world supplies. Continuing world allocation, therefore,
will be essential to insure as equitable distribution as
possible of scarce fats and olls.

It is estimated that world export availabilities of
fats and oils will be only 54% of the pre—ﬁar level during
1947. Even with moderately optimistic assumptions on re-
covery of oil production, world production in 1949 will have
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recovered to only 77% of pre-war. IflEurdpean countries
6btain a fair or perhaps more than fair share of world
export supplies, it may be possible for them to attain
on the average 75% of their pre-war consumption level in
1947, 90% in 1948 and 100% in 1949,

The physical scarcity of fats and oils is sufficiently
marked perhaps to relegate the problem of financing essen-
tial imports to a secondary position.. Since .the United
States is an importer and not a supplier of fats and oils,
finaneing is not necessarily a dollar problem, although
dollar financing may be needed for countries with deficit
trade balances or inconvertible currencies.

The current high level of faté and oils prices, however,
intensifies the problem of finaneing such imports. For
example, it is estimated that Buropean importers must pay
$661 million more in 1947 (excluding additionai freight) to
obtain less than 3/4 the pre-war volume of imports of fats
and oils. If prices remain more than three times the pre-
war level, estimated requirements for 1949 (or even a pre-
war volume of imports) would cost Buropean countries ap- )
proximately $1 billion more than the same volume of imports
at 1938 prices, excluding changes in transportation cost.
Removal of fats and oils from world allocation undoubtedly
would lead to even more marked price increases. Without
allocation, the financially weaker claimants, including many
European countries, would probably not receive a "fair!" share
of world supply in the ensuing international bidding-up of
fats and oils prices.

Coal

Europe 1s the critical coal deficiency area. Pre-war

(1937) it consumed about 550 million tons of coal and requires

-
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about 575 to 590 million tons in the post-war period. Pro-
duction in 1947 is estimated at 460 million tons, which is
115 to 130>million tong short of post~war requirements and
90 miliion tons short of pre-war consumption. The United

_States is expected to export some 36 million tons of coal
to Europe in 1947 as a consequence of which the deficit will
be reduced to between 80 and 95 million tons.

Europe is unlikely to attain self-sufficiehcy in coal
until 1951. Germany and Britain, which are normally X"
porters of coal are now short of coal themselves. Despite
this shortage, they are not to be considered coal importing
countries in the traditional sense. Most countries of
Europe have been and will continue to be net coal importers.,
Prior to the war, they imported 70 million tons of coal.
Their current and post-war import requirements are estimated
to be between 70 and 80 million tons. This deficit figurc
does not, of course, include the German and U.K. deficits,

. since neither Germany nor the U.K. are preéted to import
substantial quantities of coal over the next four years,
(This omission explains the difference between the 70-80
million ton figure and the 115-130 million ton figure men-
tioned above.)

It is not anticipated that European countries will be
able to obtain all their coal import requirements from
Buropean sources until.1951. In 1947 they will obtain only 20
million tons from other European sources, namely, Poland and
Germany. They might import abﬁut 36 million tons in 1947
from the United States., leaving an unsatisfied deficit,
after imports from Poland and Germany, of 15 to 25 million toms.
In 1948 these countries might be able to import 35 million
tons from Poland and Germany, in 1949. 50 million tons in 1950,
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65 million tons and in 1951, 70 to 75 million tons. At
this rate of import frém European export sources, and
considering the demand upon the U.S. as residual, the
demand upon the U.S8. is likely éo décrease progressively
as follows:

Millions of Tons

1948 35-45
1949 20-30
. 1950 5-15
1951 0-10.

The anticipated cost of U.S. coal ¢.if. European ports
at the stated levels of demand follows:

‘Millions of Dollars

1947 $675

1948 600-760
1949 305455
1950 40-160
1951 0~80

It is significant that by 1948 the European coal im-
porting countries might be 2ble to close thé gap between
.supply and requireménts for coal conditional upon the avail-
abllity of dollars with which to pay the charges, not only
for U.8. coal, but for German and for part of Polish coal
as Weil,

The attainment of a rising level of coal production
in Burope depends upon the availability of labor, mine sup-
plies and eqﬁipment9 adequate transport facilities, an ad-
equate standard of living for miners, and the export of
equipment from the U.S. to rehabilitate both the mining and
transportation industries¢> _

The ability of the U.S. to maximize coal exports and
assure their equitable distribution depends upon the con-
tinuation of export controls under the Export Control Act,

adequate transport facilitles, both inland and watersborne,

»
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and continued participation in the European Coal oOrganization,
whose functions arec now being transferred to the Economic
Commission for Europe.

Latin Americé is traditionally a coal importing area.
Practically all of its coal imports are now secured from the
U.8. The net ;mport requirement of South America 1s only

-2 1/2 million tons per year, and this i1s met in full from
U.sS. sou}ces. Although the Far East is experiencing a short-
age of coal, it is not anticipated that that area will draw
upon the U.S. for significant quantities of coal.

Ocean Shipping

Shifts in the ownership of and freight rates charged by
the world's ocean going dry cargo fleet as a result of war-
time sinkings, the unprecendented U.S. shipbuilding program
and large volume of traffic have deprived a hﬁmber of European
countries of an important source of foreign exchange income
and have greatly increesed Europe's dollar cxpenditures on .
current international account. Financing this cost and the
cost of rebullding European fleets, by purchase and perhaps
to some extent by new construction, will nccessarily be an
integral part of the U.S. contribution to a European re-
covery program.

Shipping as income.

Of the world's total ocean going dry cargo fleet, the
United States now operates 50 pércent (in terms of deadweight
tonnage) as compared with 11.6 percent pre-war. Since the

~world's active‘flegt is actually somewhat smeller than in ’
1939; Eurbpean shipping has declined drastically, in absoiute
as well as relative terms. The loss of shipping as a source

of income and foreign exchange are of special importance to
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Norway, for which pre-war shipping earnings were 36.5 per-
cent of the value of merchandise exports, for Greece (24.1%),
for the United Kingdom (13.4%), for the Netherlands (9.2%),
for Denmark (7.1%), and for Itdly (an undetermined butsig-
nificant amount in comparison with merchandise exports).

"Shipping as cost.

Europe's nced to import critical bulk commodities re=-
gardless of cost or éhipping distance from the source of
their availability and to find dollars to finance United
States shipping services have intensifiéd the balance of pay-
ments difficultics of all European countries. The necessity
to import more goods over lohger distances arises from world
commodity scarcities that force’countries to import coal,
wheat, etc. from wherever they can be found. The increased
burden of dollér shipping costs on Europe's limited dollar
resources reflects, of course, the predominance of United
States vessels in world shipping and the corresponding de-
cline in Furope's merchant fleet. The increase in maritime
rates over pre-war is direcctly related to the continuing
shortagp of dry cargo shipping, measdred (1) in terms of
active tonnage (which is now somecwhat less than the 60 mil-
lion d.w.t. pre—war) vs. shipping traffic (somewhat more
thah the 200 million tons per-war) and (2) in terms of the
decrecase by comparison with pre-war in tonnége carried an-
nually per d.w.t. of vessels in operation duc to longer
avérage hauls and decreased operating efficiency, again by
comparison with pre-war, as a result of war disloc%tions,
such as port damage, inefficient stevedoring, etec.).

Prospects for 1949

The United Kingdom, Norway, France, Nethcrlands, Sweden,
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Denmark and Belgium have dcveloped plans for rebuilding
fleets larger than pre-war, but the prospects for Greecg
and Italy appear much less favorable. Thé United States
active fleet, moreover, is cxpccted to decline by about
10 million tons to a total of 25.2 million or 32% of the
world total. These factors plus eventual improvement in
the operating efficiency of European ports should increase
the share of European fleets in the world total, although
not to their pre-war level of maritime importince. Since
world sea-borne trade in 1949 is estimated at 240 million
tons, a level neceséitating substantial United States flag
participation, world maritime rates are éxpccted to remain
above pre-war in order to cover the high cost of American
operations. The increased shipment of Furopean goods in
European tottoms, the restoration of international trade
to more normal commodity patterns (e.g., coal from Europe,
-grain from European sources) should operate to decrease the
absolute and the dollar cost of ocean transportation for
European countries, and to restore, in whole or in part,
the shipping income of Europe's maritime powers.

Immediate steps in this dircetion are the efforts of
Buropean countries to:

(1) implement an ambitious program for new ship cogp-
struction; 1,521,000 d.w.t. are now under construction in
Furopean yards. )

(2) acquire a share of the currently inactive United
States Government-owned fleet., Application already has been

/made for 3.7 million of the total 12 million d.w.t. now in-
active. .
With world steel supply now one of the chief factors

limiting reconstruction, building of new ships while United

CONFIDENTIAL

- 35 -

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1



Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1

CONFIDENTIAL
States war-built vessels remain iﬁactive is apparently
uneconomic. Although many of the United States surplus
of war-built vessels are not considcred cfficient in
terms of competitive cost, such ships czn well be used
2d interim, if sold or chartered now to Européan countries,'
and the program for building new and more efficient ships

thus deferred to a period of less critical steel scarcity.
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Steel

World steel production is expected to increase by more than 18 million
ingot tons between 1947 and 1949, Nevertheless, world steel production is
expected to fall short of world stéel_requiremen@s by 28,7 million tons in
1947, by 21.9 million tons in. 1948 and by 13.3 million tons in 1949, in terms
of ingot equivalent. These requirements estimates are rather arbitrary

and may substantially underestimate in the case of the war devastated areas

.

the quantities which could be effectively used.

It should be noted that Germany is estimated to account for 7 million
tons of the world steel deficit in 1949 (production 8 million; requirements
15), with coal supply rather than Level of Industry restrictions as the
brincipal limiting factor, (Germany's steel needs for rapid reconstruction
probably exceed 15 million tons per year). Japan accounts for 1 million tons
of the world deficit in 1949, and the USSR for another 4.5 million tons, If
it is assumed that USSR steel imports from Europe Wiil be mainly machinery
and manufactures and will be a reiatively small tonnage in terms of the
world deficit, and that German and Japancse steel deficits will not constitute
an effective demand for steel on world markeis, the 1949 situation can be
consiaered almost in balance, with requirements only 800,000 tons more than
steel production., This conclusion is, however, subject to the important
qualification noted above concerning the requirements figures, -and no
allowance is made in these estimates for carry-over into future periods of
needs not filled in 1947, 1948 or 1949.

Abnormally high reconstruction needs and abnormally low production in
most countries of continental Europe are chiefly responsible for these deficits,
It should bé noted, also, that the world steel balance is computed entirely
in overall terms. Within the totals ofévailabilities and requirements may
be included serious shortages of steel in the particular forms desired by
importing countries (e.g., shoftages of castings or sheets preferred to

imports of finished products). In the same way, requirements estimates
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do not take into account the extraordﬁnary demands for steel that may arise
in connection with extensive programs of industrialization, and in any casc
are highly dependent on a wide range of possible assumptions as to levels of
steel consumption.,

The United States is the principal producer of steel available for
export; U.S. exports in the amount of 7 millién ingot tons per year in the
form of semi-finished or steel products are herein assumed, Europe, including
the UK and Turkey but excluding the USSR, is now cxpected to produce only
3344 to 44.5 million tons while European requirements will bo 53 millions
(the gap mainly represents a 7 to 11.5 mlllion ton German deficit), Thus,
Europe can absorb entirely whatever steel surpluses are available in Europe,
from Belgium (3 to 4.5 million tons) and from Poland and the UK (relatively
small amounts). No part of the USSR production of 16.5 to 20 million tons
can presumably be regarded as available for export,

Claimants for US surplus production, therefore, will be: Europe (with
a 6.9 to 1.5 million ton deficit, 1947 to 1949 excluding the German deficit
and an 18,4 to 8,5 million deficit in the same period when Germany is
included in the total); South Amcrica, (a deficit arca of approximately
2.5 million tons), and the Far East (a deficit arca of 2.9 to 1.5
million tons, 1947-49, excluding Japan, and a deficit area of 4.9 to 2.5
million tons if Japan is included). Thus claims totalling 25,8 million tons
in 1947 and doclining to 13.5 million tons in 1949 (including Germany and
Japan) will be presented against. U.S. exports of.7 million toﬁs. This will
make necessary the allocation of U.S. stecl exports according to a priority

pattern which reflects considerations of foreign policy and cquity.
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B. = Steps Required to Deal with Criticaldéégmodity Problems

It is clear from the foregoing analysis of the major scarce commodities
that the following steps are sssential if the problem is to be handled
satisfactorily:

1. Therc must be a determination of agreed world-wide requirements and
availabilities. In the past the fact that total requirements, as stated by
individual importing countries, have been in excess of total a;ai]abilities
has crdated a haphazard allocation pattern which has failed to produce maximum
benefits from such supplies as have been forthcoming, It is necessary to
bring requirements and supplies more closely into line with each other in
such a way thét both olaimants and oxporters arc satisfied that the results
are quitablc and economic. This involves a consideration of goals and
standafds used by importing countries in determining requirements and also
by ?Xporting countries in determining availabilities. It also involves the
egtéblishmont of priorities by area - in the casoc of steel, for cxample,
éiacing the reconstruction of Europe ahead of now development in Latin America.
éSce Part IV,) These are extremely difficult problems but they cannot be
avoided. Fallure to deal with thom will simply produce a result achieved
without carefﬁl consideration, the political repercussions of which will
probably be disadvantageous toAUnited States aimg,

2. Once agreced requircments and availqbilities which are reasonably
in balance have been established, the task of insuring that currcnt shipments
conform to allocations and that allocations are adjus@ed equitably to
unforeseen changes in supply must be undertaken, Consideration should also
be giﬁen in determining allocations to incentives to world recovery. For
example, food allocations might be increased above a basic ninimum depending
upon the recipient éountry's performance with respeect to such matters as
extraction rates, collection of indigenous supplies, control of black markets,

ete,
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3. Intesrnational machinery is péquired to ilmplement these programs.
The International Emergency tood Coﬁngil is an example of the type of aguney
vhich is useful in this field, liomever, such wgencles have herctofore
alvays inéluded among their membership some Soviet-comineted countries. If
we unaértuke to insure a priority in‘allecution of scarce commodities to
countrios outside the boviet sphere, ue mey Force the withdrawsl of the
satellite countries., OSuch a priority seens,” nuvertheless, to be necessary,
though it should be terpered to the extent that Soviet satellites may be
Vable to perticipute at tho working level in o bufopean itecovery rlan, Trade
¢n the basis of mutual benefit would still be possible between the Soviet world
and the non-Soviet world providing the Soviets do .ot undertake to initiate
iull-scule ecowomic warfare, '

4e  Within the United States there is a need to strengthen the wmachinery
available for dealing with this problem, The Second Decontrol Act of 1947,
which provides limited priorities and allocaticns powers, expires on
February9, 194&, (Sce ilote follouing,) If Con-ress shonld gppropriate
substanti.l funds for uid to Zurope or other deficit areas, it would be
necessary not only to extend the powers of the Sccond Decontrol act but also
t§ strengthen them. 1t is also necessary to gtrengthen the administrative
m.cuinery for supervising oxports., =t present, this function is diﬁided
between the Departments of Commerce and ..griculture., Personnecl ars not
available to these agencles to do un ade-uate job of determining the United
States position vith respect to requirements and supély of scarce commodities
and implementing these decisions as outlined in the foregoing parasrs-hs,
Lither a new azeney should be established to porform this funelion or un

existing agency or agencies should be adecuately staffed to do the job.
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5. In planning for tho implementation of United States supnort o a
suropean Recovery Flan, we must bear in mind the faot that tie commodities
which are critical to surope are also critical to the world and must be

hundled on a world-wide basis,.

dobe_on The Second Decontrol ict of 1947

The Second Decontrol ict of 1947 (Pub. L. 148 - 80th Cong,) which became
law on July 15, 1947 extends certuin emergency povers over allocations and
prioritles =s well as controls over exports, from July 16, 1947 to February 29,
1948.

these pouers are continued in order to complete reconversion, to protect
the health, safety and welfare of the american people, and to support the
foreign policy ef the United States, with rospect to specified materials and
facilities which continue in short supply at home and sbroad as a result of
the war, :

Their retention is declared necessary, (1) to protect the domestic
economy from the injury which would result from adverse distribution of the
materials which continue in short world supply; (2) to promote production in
the United States by assisting in the expansion and maintenance. of production
in foreign countries of materials critically needed in the United States;

(3) to make available to countries in need, consistent with the foreign policy
of the United States, those commodities whose unrestricted export to all
destinations would not be appropriate and (4) to aid in carrying out the
foreign policy of the United States,

Authoritx

Extended until February 29, 1948 by the amendment of Title III of the
Second lar Powers Act are the powers, authority, and discretion conferred
on the President, (with respect to allocations, priorities, etc.) over the
following:

#1(1) The materials (and facilities suitable for the manufacture of
such materials), as follows: :

"(4) Tin and tin products, except for the purpose of exercising import
control of tin ores and tin concentrates;

"1(B) Antimony: ]

"1(C) Cinchona bark, cuinine, and quinidine, when held by any Government
agency or after acquisition (whether prior to, on, or after July 16,

1947) from any Government agency, either directly or through intermediate
distributors, processors, or other channels of distribution, or when
made from any of such materials so acquired;

"1(D) Materials for export required to expand or maintain the production
in foreign countries of materials critically needed in the United States,
for the purpose of establishing priority in production and delivery for
export, and materials necessary for manufacture and delivery of the
materials recduired for such export;

"'(F) Materials (except foods and food products, manila (abaca) fiber
and cordage, agave fiber and cordage, and fertilizer materials, including
petroleum and petroleum products, required for export, but only upon
certification by the Secretary of State thut the prompt export of such
materials is of high public importance and essential to the successful
carrying out of the foreign policy of the United States, for the purpose
of establishing priority in production and delivery for export, and

CONFIDENTIAL

- 42 -

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1



| Approved Fdr Release 199.9109116 : CIA-RDP67-00059A000400130002-1

CONFIDENTIAL

"Ymaterials necessary for the manufacture and delivery of the materials
required for such export: Provided, That no such priority based on a
certification by the Secretary of State shall be effective unless and
until the Secretary of Commerce shall have satisficd himself that the
proposed action will not have an unduly adverse effect on the domestic
économy of the United States; and . :

"'(2) The use of transportation equipment and facilities by rail
carriers, '

" Congress by concurrent resolution or the President may designate an
earlier time for the termination of any power, authority or discretion under
such title III,

"The authority to negotiate contracts with or without advertising or
competitive bidding under the Act of June 28, 1940, as amended, ended on
July 15, 1947, The Act of March 29, 1947 (Pub. L.24) protecting the domestic
rubber producing industry, and the Act of March 31, 1947 (Pub. L. 30)
entitled the Sugar Control Extension Act of 1947 are continued in force,

'The control over the export of articles, technical data, materials, or
supplies established by the Export Control Act of July 2, 1940, as amended,
is extended until February 29, 1948,

"Sections 3 and 10 of the Administrative Procedure Act (60 Stat, 237)
regulating publication of procedures, and judicial review, apnly to this Act.

"Authority 1s given to the Seeretary of Commerce to administer the Act,
A quarterly report is required from him, It is to be noted “hat under
paragraph (F) above certificates of the Secrotary of State aro required on
certain products nceded for export to carry out foreign policy.n
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IV, Relation between Regional and World Approaches to Economic Assistance
Policy

The problem of cconomic assistance is world-wide. The fundamental
problem of the post-war world arises from the high productivity of the
Western Hemisphere, particularly the United States, on the one hand and,
on the other, the relative failure of productivity to reeover in the Eastern
Hemisphere, Practically all areas of Europe and Asia, with thé'excoption
of the U.S.S.R;, are having difficulties in attaining a self-sustaining
pattern of trade, Even a number of countries in the Western Hemisphere are
confronted with a dollar problem.

Albhough the probiem is world-wide it is necessary té approach its
solution by giving attention to regional differences. Vestern Europe is the
area where the Soviet-Western conflict is most critical. It is also the
area where economic assistance can producé.the most immediately significant »
rosults in reviving world economy. Consequently the decision has been taken
to'give principal attention to this area for the immediate future.

Present plans for implementing Secretary Marshall's suggestion at
Harvard call for:

1. The formulétiqn of a program for Europeaanecovery by the 16
participgting nations which will involve the maximum possible degree of
self-help and effective regional coordination and the presentation of this
program. to the United States in September.

2. Study of the program and the role of the United States in‘assisting
to carry it out by the public and by Congressional commiﬁtees, looking toward
legislation early next year.

3. Authorizations and appropriations calling for extraordinary
assistance to the participating countries in large sums over a period of

4 .to 5 years, and possibly longer,
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4. Special organizations in Europe and in Washington to insure the
successful functioning of the program,

At the present time it is contemplated that a regional program of this
nature involving United States aid and a reglonal integration of national
economies should be limited to Rurope for the following reasons:

1, The degree of economic interdependence and community of inferest is
greater for Europe than for any other region,

2. Progress in solving the problem of European recovery will go far
toward eliminating the needs for special assistance elsewhere in fhe world.
As indicated in Part II, above, many non-European coﬁntrics have inereased
their imports from the United States because their traditional suppliers in
Europe cannot meet their needs. Or, like Canada, they financed a pre-war
deficit with the United States through a surplus with Europe which they
cannot now convert to dollars, European recovery will permit a revival of
these patterns and a resulting improvement in the dollar position of many
non-European countries.

3, Non-European countries other than devastated arcas may be able to
rely to a large extent upon existing agencies such‘as the International
Bank, Export-Import Bank and private capital for necessary financingy the
validity of this conclusion, however, will depend upon a considerably more
ambitious lending program by the International Bank,

It will, however, be necessary to providé special financial assistance
in implemenfing the "crank-up" program for reviving Japan's production tb
render that country self-supporting., Southern Korea will also require special
aid, and as indicated in Part II, a special assistance program for China

may be required,
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4+ The short-run aspects of the‘European problem can be distinguished
from the problem in other areas as primarily one of rccovery and reconstruc-
tion rather than developmeﬁt. The task of developing backward arcas
requires different technigues from those being developed under the European
Recovery Program., Much heavier emphasis should be placed on the role of
private investment. Techniques for stimulating su_ch investment in Asia,
Latin America and the Middle Fast must'be formulated. Reliance upon the UN
should be emphasized where possible particularly with rcspect to plans for
rogional development. Much additional analytical work on the magnitude and
- nature of long-term capltal requirements Sf underdeveloped areas in the
light of the objectives and conslderations outlined in Part I is needed,
When such anglysis is available, it will be possible to judge whether or not
new national and international financial and development institutions and
v‘assistance'programs may be required to achieve £he objoctives of United
States policy in these arcas.
The possible gains to the economy of the Far East through a program of
regional economlc integration buttressed by a coofdinate United States aid

program'aro now being explored in the State Departmoent,
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TABLE I

WORLD CAPITAL IMPCRT REQUIREMENTS, BY COUNTRY, 1947-1949
(millions of dollars at prices prevailing in the last half of 1946)

Total "Required" Use of Ul':-thg;:i:“ :ph;l Net ol
Net Dollar Capt- 0.5, Gov! ort ements Bo- Unsatiafied Capii
N :‘d l:gcr:| j;dthf"u‘ 4 D;ﬁ;r Avsots w fara Gross Private Capital Gross &lrtuﬂﬁr aﬁmbs
Area and Country .
1947 X 1047 ;% 1&; Zotal | 1047 1948 199 Totsd 1047 10kd 104G Pigel
Western Eurcpe 00 18 2,607 2,974 6,099 176 2 85 6l W2 2452 2,789 5 GE3
United Kingdon 2450 2000 2,000 6,55 2,450 700 - 3150 - 20 20 4d - 1,200 1,800 300 | - - = = . 220 1,80 3,00
France 1,500 1,400 800 3,704 7% W5 195 1,405| 700 %0 100 1,04 65 625 505 1.195| - - - - 6 625 505 1,1%
-
Italy G M5 260 1,mg 365 12 50 sMp| - - . S| 5 283 210 768{ - - -~ 215 283 210 768
Netherlends 40 350 250 1,004 24 137 75 453( 150 150 100 koo 9 63 B wrlg e 715 wy| - - - -
Belglum 0 5B 9 4 ¥ - af . . . -~ s 2 15 159152 32 15 159] - - - -
Horway 146 80 50 214 51 20 15 86 L. - 8] 15 60 33 u0|15 6 3 10| - - - -
Sweden b W 20 100 - - - - Y 4o 20 00 - - - - |- - - - -
Deanark 62 43 - 05 2 3 - 65 X 10 - wl - - R S, I i N _
Iceland 20 10 - 30 - - - - 10 - - 100 10 10 - 20 - - - -1 1 10 - 20
Bizonal Germany hoo 600 500 1,500, 308 266 226 800 - - . - g ™ 2 700 |- - - -] e M o 100
Trieste 9 - - ki 9 - - 9 - . - - - - - . - - - - - - - -
Zastern Turops 1,14 1,180 615 2,933 676 313 187 1,23 5 - . 5| us3 807 s 1,608 |~ - = | g "
Tinland S ®» 110 32 20 52 104 5 - - 3 20 2 1 |- - o . 3 % 2 N
Austria 2l 250 175 635 U7 15 - 1 .- . 1 9 e a5 s03 |- - - -1 9 23 175 503
Grechoslovaxia b 50 0 ko] M 55 M0 15 - - - {1 6 -5 1 u |- - - -1 s -5 10 1
Poland 250 200 - ¥50| 130 13 95 338 - - - 4 120 87 95 112 |- - - -] 120 87 =95 112
Eungary o 100 100 300 2 - - 9 - - - 4 % 100 10 290 |- - - <l a 100 100 290
Tugoslavie 118 100 100 8 B’ - - 38| =T 4 80 100 100 280 |~ = - =~ s 100 100 280
Albvanie 6 - h 6 6 - - 6 .- -l - - - - - - - - - - - -
Rumanta L L - .- - - 5% 50 50 150 |- - S 50 50 150
Pulgaria 20 20 10 50 - - - - - - - 4 2 20 0 s |- - N 20 10 50
Greece 260 30 100 750 280 0 - 40| - - - - 20 100 30 |- - - . 200 100 300
ussE » - - »|l 0 - - » =" -t - - - - |- e o7 T
Hiscellanecus Burope - - - - 6 70 - 9| - - - ck6 -r0 T 39 | " S Y =20 =L
Total Turope B.o1a 6,293 W.570 17,774,984 2,39 748  7yel] 1,015 700 M0 2,135912 3,3 3,102 7656 he 155 185 416 g6 3189 37 7,24z
Near Eashkj!’rlcl"j 550 538 440 1,678 82 212 10 4ol 21070 10 3501398 406 20__92| 100 200 200 500 |98 206 120
Egypt 3b 6 3h 137
Iran 30 30 60
Lebanon & Syris 28 29 9 66
Liberia 2 3 s
o T AV A I 1 a B Y
Saudi Arabia 5 1 L 13
Tarkey 50 25 %
Palestine 7 [ [ 19
Iraq o : ) . . . 2 ' P
Far East and Oceanta & 1821 1187 1,213 4221 990 692 eos 2,87 390 180 130 700 315 278 1,03 120 40 k0 200|322 275 238 83
Burma 50 » 20 w0
China ) 100 10 150 40O
French Indo China N o T AV 2 I A B L{ E 15 % 18 18
Japan ) 130 7 53 259
Western H o/  pgo  eeR 549 3,100 186 1 20! 1,440 90 -30 1,500} 339 96 1,087 | 250 230 260 740 | 89 122 136 \]
Unsllocable ¥ &8 1B 29| » & 115 299
Totad M2l 288, 0g9i7 27,079 Lhmm_g@ L2 100 5 &8 610,703,546 625 _6851,856 1l 3,792 3,701 BT

a/ On the definition of capital import requirements used in this repory, excludes needs met from the proceeds of (1) exports of goods and services, (i1) the sale of new gold,
(4i1) private remittances, and (iv) loans by hard currency countries other than the United States; Includes dollars requiredto unblock sterling and funds required to
mrovide for return flow of capital to the United States.

b/ Ona dlsbursement basis; includes: (1) Export-Import Bank Credits, (2) Forelgn liquidation Commisslon and Meritime Commission Credits, (3) Speciel country loams & grants
(U.K. losn, Civilian Relief for COccupled am L 5 XD U.5. contribution to IR0, etc.), (L) 1947 Balance of UMERA program, (S) Probable Internationsl
B.tk %ending gimclvdixx loene financed by International Bank debentures). Source: "Anmsl Dollar Availabilit es Under Preset Policies, by Country, 1947-19:9", dated June 17,
1947 (Revieed).

Based on present policies of the foreign governments havirg plans for liguidatirg publig and private fareign investsmts of their mationals (as in the case of France and the
Netherlands), and on an analysis (a) of @ld reserves and public dollar halances emd (b) of the rate at which thess were evidently liquidated in the first quarter, 1947,

e

g/ It is assumed that Netherlands, Belgium, anl Norway can meet unsatisfied capital requirements in the order indicated by resert to lvate capital markets. The total of gross
private capital outflow to Western Europe so indicated is anly slightly larger than is allowed for in Table II, the "Projection of United States Balamce of Payments under Present
Fimancial Policies and Programs, by Areas, 19)7-19)9".

y Unsstiasfisd capital import requirements were computed for countries in these areas on the assumption that the new development programs could not employ funds beceming available
through private investment, the liquidation of gold holding and dollar balmces, or the conversion of sterling and other eurrency holdings imto dllars. This assumption msy ot
hold far countries in the Rear and Far East or holding iz bal . and the 4 requirements of thoss countries my be overstated on that account,

The country breakdown for these areas applies only tothe culumn giving unsatisfied capdtal import requirements; the totals for other colwms inch de all countries in the
aress in question including, for example, the critical countries for which country studies have been prepared but which were not, at the time this table was prepared,
known to have requiremnts unfinanced after account was taken of resources prospective under present policies md programs as shown in Table III, namely, Afghenistan,
Partugal, Spain, Frenoh Northwest Africa, Korea, Indonesia, Indla, NEI, the Philippines, and Siam,

N.Be Estimates of unsatisfied requirements given in the last column do not entirely agreowth similar eatimates carried inthe country studies submittediothe Ad Hoc Comnittee,
The differences arise from the necessity of using estimates made sarly in the pummer when most of the country studles were still in preparatio.
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TABLE III

ROER:000594A0004001.30002-1

Area and Country EZxport-lmport Bank FLC Credits 5. 5. M.C.
1947 1948 1949 Tetsl 1G47 1948 _ Totel 1947 w | A9b7 _ 1948 1949 Tgtal L 1947 1947 1948 1949 Totel
Ay Aeees 9940 2937 1357 1,425 |a0o.8 1e3.0 62,8 | 198, | 4,086, 1,902, 91, 6,859, |55, 1,065, 1,015, 2,4350 412.6] 6,215.9 3,427 2,021.7 L6913
m_;;p 03,7 17,0 674 1,048.1195.3 3030 1983 §168.3 | 3,090, 1,189, 226, 4,746 {335, T8O, | 455, 1,570) 250,8| 4,984.1 2,249.0 '74_8_.;“33@,1,.5,
Albania 5..@1—1 5.8 5.8
AusiTia .6 2 .8 g.1 g1 g6. 15, 101 22,7 1171 15.2 132.6
Belgtum and Lusemburs 18.1 30 2.1 0. Lo, 0. 48,1 k3.0 91.1
Gzechoslevakis 1.7 .2 7.9 5. 55. Lo, 100.{ 20.8 33,5 55.2 Lo, 128,%
Denmerk 2.1 2.9 5.0 10.0 10,0 30. 20, 50. 2.1 32,9 65.0
Dedecanesa Izlands — .1 a .1
Finland 1.9 3.5 2.4 1.8 .1 10,0 10,1 .1 2.1 19.5 52,2 104.0
France 50,0 70.0 574.0 50, 50. 0.8 200, 35. 195, 750, 7.8 475.0  195.0 L,lok.g
Germany 308, 2Zbb, 226. 800, 8.0 266. 226. 890,
Graece 6.3 L7 11.6 [ 2.2 10, n,2 52.5 185,  15. 3ho. 14,0 275.6 169.7 U4g.3
Hungery 2.0 2.0 a. 6, .9 8.9 8.9
Iialy 284 370 50,0 115.% 10. 10. 45,8 209. 209. | is. 85, 100, 67.1 365.3 132.0 50.0 E47.3
Natherlende 163.0 2.0 165.0- | 17.2  10. 27.2 11,2 50 125, 5.  a50. LR 137.0 75.0 4534
Horvay 15.0 20,0 15.0 50,0 | 8.1 B.1 28,0 51.1 206 15.0 86.1
Poland 20.1  13.5 13.6 | 15.6 19.6 33. 33. 9. 100. 5. 200, | 52.0 129.7 113.5 9. 338.2
Trieste 9- 9. '3 9.
United Xingdenm 2,U50. 700, 3,150. 2450, 700, 3150,
U.8.5.R, .9 .9 29,3 0.2 30.2
Tugoslavia 38.0 8.0 38.0
Misc, Burope 4.0 17.0 41,0 k5. 53 98. 69, 0. 139.0
Near Esst and Afries 26,3 _19.8__ 5.0 Sl |15 33.0 M5 W 6y 108, 85. 105, Ah.) o g2l A8 110, 4939
Eeypt 50. 50. 50. 50,
Ethiopia 1.8 1.2 3.0 .6 K .3 2.7 1.2 3.9
Lebsnon 2.5 2.5 2.5 2.5
Liberin L, 3 8. Yy, 4 8.
Saudi Arebla 6% 86 5.0 20.0 .5 .5 6.9 8.6 5.0 20.5
Turkey 1.1 10,0 28,1 || 6.8 6.8 o, 6o, ' 100. 20, BO. 100, 8.9 90.0 80.0 23.9
Unlon ¢f South Africa 2,0 &0 2.0 2.0
Yemen 1.0 1.0 1.0 1.0
Iran 11 350 3L1 " a8, 25, 50, 1.7 55, 25. 81,1
Far Eaat and Geeanis 42,3 12,3 34,6 [| 259 21,0 107.% 22,0 6, 699, 50, 200, 250, 158,0 990.2  592,3  BO5.0 5 e s
Augtralla .6 B3 % R
Burma 5.0 5.0 5.0 5.0
China w3 12.3 .6 | 4o 4.0 22.0 27. 27. 154.0 249.3  12.3 2616
French Indo-China F 1.9 11.e 1.9 1.9
Indla 150. 150, 150. 150.
Jepan 13,6 6. 19.6 327, 28]. B57. 851, 0.6 273, 257. 870.6
Korea 18.9 18.9 163. 19k 172. 5385, .7 188.6 194, 172, 554.6
Netherlande Eest Iudies 3.7 3.1 50, 50, 100, 3.7 50, e, 131.7
New Zealand .2 R4
g b T S Y
Siam 5.4 10,0 " 15.4
Misc. Far Zagt and Oceania
Hestern Yemisphere 21,7 84.6 633 296 ]| 1.0 6.0 7.0 8.1 20, 95. 120, 2%, 150,86 _ 185.6  183.3 519.1
Argentina Y .1 2 1 1 .2
Bolivio Lg 6.5 1.3 L8 6.5 11,3
Bragil 9.3 2.9 61.2 b, b, 6.8 5. 50 i 2.9 S0 27,0
Gaile 25.8 237 Lg.5 20, 20, 25.8 43,7 6945
Colombia 12.3 A7 16.0 £ LT 25 13.1 5.4 18.5
Coste Rica .3 .3 .3 .3
Ecusdor 3.3 3.8 3.3 10k 3.3 3.5 3.3 10.4
Hexlco 31132 Mo 923 50. 50, 100, 3.1 69,2 90, 192,32
Peru 1.3 1.3 1.3
Uruguny 2.0 L7 3.7 .2 .2 2.2 1.7 3.9
Venezuels
Misc. West. Hem. 1,0 ko 200 25,0 20, 25, 20. 65, 21,0 29, 40, 90,
Unepecified 1 1+ 1543 5.1 ©, Lo, ko, 110, 45, 135, 180, . 175, 208.7
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Report of Economlc Working Group

to Special Ad Hoc Commlttee

APPENDIX "A"

CALCULATION OF COUNTRY NET CAPITAL IMPORT REQUIREMENTS

A. European Countriles

Requirements estimates for United Kingdom, France, Italy
aﬁd Germany have been discussed above 1in the Text. Tﬁis aprendlx
will bé confined to an analysis of the methods employed in
estimating requirements for other FEuropean countries. Reference
1s made below to the Post-UNRRA relief standards. These
standards are briefly defined as allowing E,BOQ calories per
day for the urban population of a country, 70 percent of 1ts
pre—war suppllies of non-durable consumption goods other than
food, and sufficlent imports to maintain the current level of

industrial production.

1. The Netherlands

The capital import requirements'of the Netherlands are
bgsed upon the assumptlon of a general consumpblon level rising
frem roughly 80 percent of pre-war in 1947 to reach the pre-—war
level by 1951 or 1952, A high rate of investment, which is
rlanned by the Government, ls also assumed. It is estimated
that at.the‘aSSUmed rates of consumption and investment and
with the financing of the required imports the Dutch balance of
payments Will be in equilibrium by 1980,

Netherlands nationals hold spproximately $840 miilion of
dollar investments. It i1s estlmated that fhe Government will
probably attempt to liquidate $400‘million of xhesérassets, but
that any further liguidation would meet with considerable re-—
sistance both in Government‘and orivate circles. It seens
probable that the Netherlands will be able to round out its

dollar capltal needs from non-United States Government sources.

S Appendix "TAY
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2. Belglum ,

The dollar canital needs of Belgium are estimated at $250
million for 1947-49 in line with the Gover nment's tentative
10 year investment program of #$8.4 billion. This program will
be used to ralse the standard of living which 1s at present
roughly edqual to 90 percent of pre-war and which is threatened
by a continued disequilibrium in the balance of payments now
belng financed- largely by funds accumulated during the war,
It is estlmated that most of tﬁe crodits whioh‘the investment
program wlll probably require from abroad willycome primarily
from non-Unlted States Government sources., No further liguld-
ation of the Belglan foréign exchange holdings of gold reserves

lg antlcipated.

3. Norwax

Norway has éxperienced a steady economlc recovery. Its
food positlon which ls at present qulte good is steadily
improving. Its moderate roreign exchange requlrements since the
end of the war have been largely met from accumulated hard
currency reserves., These are beling supﬁleménted by the sale of
securitles in the Swedish and American money markets. Total
addltional dollar capital requirements during the period
194749 will probably approximate $100 million and will be
used oprimarily for investment purposes. The facility with
which Norweglan bonds recently have been sold indicates that
Norway should have no serious diffioulty‘in ralsing these funds
en the Unlted States money market, Norwegian dollar requiree
ments include $36 million to allow for purchase of Yaritime
Comnission vessels and surplus property on credlt. Credits

in that amount have already been arranged.

4, Sweden
While Sweden ie now quite prosperous, 1t 1s experiencing
balance of payments difficulties due to relatively high

internal prices, to overbuying of dollar imports and to

-2 . Appendix MAM
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inconvertibility of other Furopean currencles. For that
reason 1t is estimated that Sweden will draw down dcller
reserves by about $100 million durlng the period under con-
silderation. The lmposition of more restrictive import and
forelgn exchange controls has met considerable resistance in

Sweden, but will nevertheless be necessary.

5. Denmark

Denmark ls having balance of payments difficultlies because
thé world-wide shortage of fodder and fertilizer has restricted
ite agricultural productlion for export and forced limitatlon of
domeastic consumption, To prevent further lowering of living
standards (among the highest in Zurope) Denmark will probably
liguidate $40 million of dollar assets 1n ‘the period 1947-49.

A probable Internatlonal Bank loan of $50 million in 1948
ﬁill provide for a moderate amount of capital impfovement,

primerily in the transportatlon system,

6. Finland

The Finnish standard of living 1ls substantially below
pre-war, The reparations burden and the resettlement of the
population from the territories ceded to the Sovlet Union have
strained the economy. It 1s estimated that in order to ralse
the Finnish standard of living to something less than pre-war
levels by 1949 and to increase Filnnish industrial pfoducticn
to pre-war levels by 1948, primerily through the accumulation
of working suppllieg of raw materials, Finland will need
sligh%ly more than $110 million in the period under considera-—
tion, Towards this end it will probably licuidate $5 million
of its dcllar assets and the recent $25 million Export-—Import
Bank credit. The additional $80 million which will be reguired
can probably be ébtained from the International Rank and

United States private investors,

-3 - Appendix AV
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7. Iceland

Iceland probably needs help from abroad to cushion the
shock of the forthcoming‘shérp reduction in its standard of
living even though 1t ig, however,‘qonsiderably above pre-
war. The)current fall in the orice of fish, Iceland!s princinal

exnort, ls turning the terms of trade against Iceland. In

)

dditlion, the forelgn exchange revenues recelved from the
American garrison in Iceland during the war are no longer
avallable, Since considerable investment‘was made just befcre
and during the war, it is doubﬁful whether new investment can
increase productivity sufficiently to prevent the drastic de-—
cline in 1ts standard of living from present levéls to roughly
pre-war levels. It is lilkely that $30 million in the form of
credits or in the form of supporting high pricgs of the
Icelandic fish catcﬁ would be adequate to cushion the shock

of a suddenly lowered standard of living, This may be necessary
since Iceland 1is considered to be politically a Neriticall

country.

8, ustria
The Austrian estimates provide for an average urban diet
of 2,400 to 2,550 calories in 1948 and 1949 and for sufficient
 lmports of raw materials and capltal eduinment for the level
of industrial preduction to reach 100 percent df 1938 by 1948,
The present program for Austria ls much hore restricted,
It provides for an average urban diet of £,000 calcries per day
which may be increased to 2,300 in the fall of 1947, The present
minlmum estimates call for new. credits in 1947 orf $45 million,
(in addition to Post-UNRRA grant-of about $115,000,000, and
exlsting grants (UNRRA and U.S. Army) equal to $50 million)
in 1948 of $150 million, and in 1949 of 475 million for a total
of $405 million, as compared with the more liberal program of

$635 mlllion for the same period used in this report,

9. QCzechoslovakils

For repalr and expansion of plant, including industrializa~

ticn projects for Slovakia, and to finance a small current
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required by Ozechoslovaklia during 1947-49. In addition,
Czechoslovakia will require about $20 million of goods in 1947
already financed by the United Stafes contribution to UNRRA and
by the unused portion of an Export-Import Bank cotton credit,

If the necessary credit 1s provided, the country should be able

" t0 mointain an export balance sufficient to meet 1ts dcllar
obligations (1noluding payments for nationalization cempensation,
transit charges in Germany; and repayment of principal and
interest on outstanding leans) which will total at least §50
millicn oved the next three years,

It 1is estimated thdt Czechoglovaklo wlill probably rececive
an International Bank loan of $100 million iemvlng $20 millioﬁ

of 1ts redqulrements as yet unfinanced.

10, Poland

Under strict Post-UNRRA relief standards it has been
estimated that Poland needed $130 millicn of financlal assis—
tance 1 1947, TIn addition, to assist in 1ts domestic invest-
ment program which includes the improved mechanization of the
coal mines and the transport system, it is estimated that $300
million will be required from abroad during the pericd 1947-49,
This would allow Pollsh coal exports to incresse from 14 million

tons in 1946 to perhaps 35 millicn tons in 1949.

1l. Hungary, Yugosiavia, ficumanla, and Bulparla

It is estimated that the total required net dollar capital
imports of Hungary, Yugecselavia, Roumania and Bulgaria will
amount to about $800 millicn in the three-year period under
ernsideration., There estimates are based on the assumpticn that
in 1947 indusfrial production and domestic feod consumption wili

1

approximate pre-war levels, that in 1948 and 1945 they will be

scmewhat above pre-war levels, and that there will be a con~
siderable expansion of capital fermation, Yugoslevia's capital
requirements will be reduced te the extent that 1t recelves

reparations,
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Under the Post-~UNRRA relief standards these countries

would require $160 million of goeds in 1947 as follows:

Hungary $60 million
Reumania $35 million
Yugoslavia 7$65 million
Bulgaris - 0

It is estimated that none of these countries will liquidate

the meagre dollar assets and gnld which they have available,

\

12. (Greece

It is assumed rathér arbltrarily that $200 m;llion in 1948
and $100 million in 1949 will be required tr round. out the
Greek Aid Program begun in 1947 wi%h an appropriation of $300
million divided roughly equally between civillan and military

programs,

B. legr East and Africa

\Estimates for the Near Eastern countries are based on
known and intimated desires and on the over-all cost of certaln
development projects. (At the present time 1t does not appear
that ény substantial portlon of such total costs would represent
a demand on the Unlted States for credlt in view of looal and
other foreign credits avallable to the Near FEastern countriee.
There appears to be some value, however, to presenting these
figures a8 over-all outside possibilities and then defining
the ferscecble demand on the Unlted States in the light of
the whele,

In consldering possible over-all credlt needs of the Near
Eastern countries the folleowlng factors havé been considered:
(a) currency stabllizatlon, (b) agricultural development
plens including irrigetion development to increase living stand-
ards, and (c¢) 1industrial and other finanoial.requiremenﬁs
necessary for a more balanced écmnomy, including possible halance

of payments deficits,
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A. Currency Stabillzation

The following countries have indicated currency stabiliza-

tion needs:

Egypt " $80,000,000" to0 $90,000,000

Levant States $40,000,000

Irag - $10,000,000 to $20,000,000
Total $130,000,000 to $150,000,000

‘It seems unlikely at the present time thet any of this
amount would be consldered as a oredlt requirement against
United States resnurces, although the Unilted States has been

approached in thisg connectilon.

B, Agricultural Development '

The following estimates of'pnssible'oredit needs for
agricultural development have been made:
Egypt and Sudan $240,000,000 to $400,000,000

Palestine and Transjordan 50,000,000 to 70,000, 000

Syria and Lebanon 100,000,000
Iraq 100,005,000 te 120,000,000
Saudl Arabla 35,000,000

Total = $525,000,000 to §725,000,000

These figures indlude‘estimated costs of various river
1rrigatién projects in the varlous countries as well as 1mprove~
menﬁ_of agrlcultural production designed to provide improved
living standards. At the present time 1t would appear that |
“there would be only a limited demend for immediate United
States credit facilities in-connection with these projects.,
‘Egyptian sterling credits are more than ample to cover the cost
bof initlating its schemes, Saudl Arabia can probably cover the
imnediate cost of agricultural development, 'Syria and Lebancn
on the other hand are expected tc require outside credit cssis—

tance, probably in the form of bank credits,
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C. Industrial Developmept

Possible credit néeds for industrial development are diffi-
cult to determine in the absence of specific knowlédge of
industrial develonment programs. The recent war stimulated
the 1ndustrialization process in the Near East but there is
some‘question 28 to how much of the war-time industrializoticn
can survive post-wer world-wide competiticn and as to how far
toward industrialization these countries can during the next few
decades, inasmuch as these countries are largely agrlcultural
in eharacter 1t hos been assumed for the purposes of this papef
that 10 percént to 20 percent of the need for agricultural
development would represent a falr guess as to the cost
redulrement for industriai development, This formula would

result in the following credit needs;

Egypt : » $50,000,000 to $80,000,000%
Palestine and Transjordan 10,000,000 to 15,000, OOOH/
Syria and Lebanon 20,000,000§/
Iraqg S0,000,000g/
Saudl Arabla 30,000,000 to 60,000,000%

It 1s belleved that the above figures would represent

a relatively low demand for United States credit assistance,

The following country analysis are based on a compllation

LY

of the above filgures,

1/ Eeypt end Palestine tend to be more highly industrialized
cnd the 20 percent base was useﬁ in obtaining these figures.

£/ 8yria, Lebanon, snd Iraq are less highly industrialized and
the 10 percent base wa sed 1n obtalning these figures,.

3/ The Saudl Arabls estimate le bnsed on a probable cost of
some $30,000,000 for the proposed railwaJ from the
Persian Gulf to the Capiltal, and prnposed east coast
harvor works,
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1. ZEgypt.
The possible total local end foreign financial requirements

of Egypt and the Sudan are estimated as follows:

a. Currency stabilization $ 80,000,000 to >90,000,000
“b. Agricultural development 240,000,COO to 400,000,000
c. Industrial and financiai 50,000,000 te 80,000,000

Total $370,000,000 to 570,000,000

EFgypt has requested a currency stabilizotion loan to permit
her to establlsdh an independent currency free of the pound
sterling. Thls would envisage a 10 to 15 year loan to become
avallable in the rirst year. The agricultural program envisages
a 20 year comprehensive development of the Nile, to include
irrigatlon, flood controls to improve culture methods pre-

‘requlsite to raising the standard of living of the Egyptian
fellahim - thé najority of the Egyptian population. This would
envisage an outlay of approximately 2/3 of: the funds in the first
ten years of the.program, and an estimated outlay of $64 to
$104 million in the first four yearé. The Flve-Year Industirial
Program 1s assumed to require $50 to $80 million, approximately
20 percent of the Agricultural Program, for the approximate
ration of the value of Igyptien industrial output to total
output., vIt 1s assumed that the average annual financial re—
quirement will be approximately the same throughout the rive
years - $10 to $16 million. Thus, the breakdown by years, for
the next four yeare is esfimdted to be approximately as follows:

In Millions U.S. Dollars

.

1947-48 1948-49 1949-50 1950-~-51 Totel

4 Years
Currency
stablilization 80-390 - - - 80-90
- Agricultural : '
development '16--26 16-26 16-26 - 16-26 64104
Industrial
developmpnt ' 10-16 10-16 10-16 10-16 40-~64
Total 106-132  26-42 26-42 26-42  184-258
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Of the sbove needs it is estimated that Egypt would

require Unlted States sources only relatively sméll amounts
for industrial development. The foresecable demand ot the
moment includes some $5,000,000 to ecver the cost of initiating
the Delta fertilizer project and the possibility that scme
credits will be required in connectlon wilith the Aswan Hydro—
electrication scheme. The measure of requirements in connection
with the latter will depend largely on the proportion of
United States partibipation, if any, which has not yet been

determined.

2. Palestine and Transjordan

The posslble local and foreign financlal requirements of

Palestine and Transjordon are estinoted as follows:

a. Agricultural development $ 50,000,000 to $70,000,000
b, Industrial development 10,000,000 to 15,000,000
Total § 60,000,000 to $85,000,000

These estimates assume no change in the political and
economlc status quo in Palestlne and Transjordan. Assuming
the relative annual requirements to be similar to the
relatlve requirements in Egypt, the estimated breskdown by
yeare, for the next four years is eétimatod to be approximately

as follows:;/

\ In Millions U,.8. Dollars
. 1947-48 1948-49 1940-50 1950-51 Total |

Agricultural

development 5.2-4,6 3,2-4.6 3,2-4.0 3.2-4.6 12.6-18.4

Industrial ‘

development £2,0-3,0 2.0-3,0 2,0-3,0 2,0-3,.0 8,0-12,0
Total 5.2-7.6 5.2-7.6 5.2~7.6 5,2-7.6 20.8~50¢&

;/ The comblned Anglo-American study group which investigated
the cost of implementing the recommendaticn of the Anglo=-
Americun Commlttee of Inguiry to admit 100,000 Jews %o
Palqstine estimated the crst of a 1lO0-year Arab program to
be $180,000,000, One-~fourth of this, $45,000,000 was
consldered essential in the first year, and of this
$25,000,000 was considered ncn-sultable for o self-—
liquldating loan,
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3. Byrla ond Lebanon

The possible local and foreign financial needs of Syria

and Lebanon are estimated as follows:

1, Currency stabilization $40,000,000
2. Agricultural developmen
. a. Syria - 70,000,000
b. Lebanon 30,000,000
3. Industrial development 10,000,000

$150,000,000

A currency stabilization loan would permit Syria and
Lebanen to establish an independent currency free of the
French franc. Thils would envisage a 10 to 15-year loan %o
beceme avallable in the filrst year, Assuming that the relative
annual requirements for the funds to be similar to the relative
requirements in Egypt. The estimated breakdown by years, for the
first four years of the program would be approximately as -
follows: o

In Millions U.S8. Dollars

1947-48" 1948-49 1949-50 1950-51 _Total

Curvency stablili-

“zation 40,0 - - - 40.0
Agricultural ‘
development 6.6 6,6 6.6 6.6 26.4
Industrial
development ‘ 2.0 - 2.0 2.0 2.0 8.0

Total 48.6 8.6 8.6 8.6 74,4

Syrla and Lebanon will probably require fhe sgsleteonce of
Unlted States financing in connection with any large-scale
agricultural development. Present requirements to initiate the
program are estimated at spproximately $20,000,000 and it isg
bellieved that'reasonable ald may be secured from Unlted Ztates

credit scurces.,

4, Ira
The possible local and foreign financial needs .of Iraq

are estimated as follows:
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1. Currency stabilization $10,000,000 - $ 20,000,000
2. Agricultural development 100,000,000 -~ 120,000,000
3. Industrial development 10,0do,o¢o -

Total $120,000,000 ~ $150,000,000

.Ireq has requested a loan which would permit her to establisgh
an independent currency; This would envisage a’lo to 15ﬂyeér
loan to become avallable at once. Assuming thet the relative
annual requlrements for other funds would be similar to that of
Egypt, the estimated breakdown by vears, for the next four years
would De approximately ag follows:

In Millionsg U,.S. Dollars

194748 1948-49 1949-50 1850-51 Total

Currency stabili-

zatlion 10+20 - —~- - . 10-20
Agricultural de- '
velopment 6-8 6-8 6--8 6-8 2432
Industrial de- o .
velopment 2 2 _ 2 2 8
Total 4.4 4.4 4,4 4.4 17,6

It 1s belleved that the largest portion of Saudi Arabian
financlal needs will be met locelly or from oil réyalties or
'1oans‘arranged through banking channels with the assistance of
the oil or of development companies, However, it 1s possible -+
that the Export-Import Bank may be asked t0 finance as much és
$5,000lOOO in conﬁection,wlth_the egtimated $30,000,000 raillway
and labor development in the east. -Other projected railway
plans are not expected to develop credit demands within the next
few years. Public utilitiles and airport ﬁevelopments in which
the ruler 1is éxtrememly interested may result in subsequent

credit requests of the Export-Import Bank,

5. Iran.
World dollar capital needs of Iran for 1947-49 are estimated
to be

1947 —— None

1948 —— $30,000,000 Partial payment on a loan of $150,000,000
. . ‘ for e Plve-year period,
1949 —- $30,000,000 Pertlal payment on a loan of $150,000,000

for a rive-year period.
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6. Turkey

In the absence of firm estimates, 1t has been agsumed
arbitrarily that the present Turkish Ald Program will be in-
adequate and thet $50 million in 1948 and $25 million in 1949
will be required to carry out United States obligations 1in

Turkey.

7. Liberis

A small allowance of $5 million has been made for new
develorment programs in Liberia. This amount has been determined
by capitalizing, over a long perlod of time and at a-low raﬁe
of invterest, the abillty of the Liberian Government to carry a
development loan as deomenstrated by the rate at which the
Firestone obligation has been retired; A portion of such a
development loan might be used to help financé the much-talked-
of rallroad project and parf might be employed for projects
worked upn by'the Unlted States Government Economic Mission in -
Liberia, The costs of (a) the Mission, (b) porf constructicn,
(c) the U.S8. PubliciHealth Miselon, (d) the Programs of the
Office of International Intelligence and Cultural Affalrs,
(e) Roberts Fleld maintenance, and (f) the Centennial
celebratlon are already financed and are included in the flgure
on total net capltal import reguirements on the Near East and

Africa,

C. Far Eagt and Oceanla

Requirements for China have been dlscussed above in the
text. From the point or view of thelr needs for and ability
to utilize a loan the.slight infermation avallable indlcates
that Burma might usefully empioy obout $100 million and French
Indo China might male gmod use of $75 million. The estimated
capital lmport requirements ror Japan are based on the assumption
of a ”oranking~up" program. They are dellar deficits only and
do not take account of export surpluses In sterling in currencles

of cother areas, such as N,E.I. might, on the assumption of
-
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convertibility, provide a port of the funds needed to balen'oe
Jé,pan's forelgn trade. Examination of the prospects for Siam,
Korea, and India has not revealed any firm capltal import
requirements beyond those that would be satlsfied under present

Tinanclal policies and programs.

D. Western Hemlsphere

The unsatisfied capltal import requirements allowed for
western hemlsphere countries may well be too low. By comparison
with the three-year total of $34%7 million given in Table I, an
lmplied figure of $632 million has been developed in o more ‘

detailed analysis by the Latin American Area Subcommittee.
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Report of Economic Working Group

to Special Ad Hoe Committee

Appendix B

UTILIZATION OF GOLD AND DOLLAR RESERVES

Wegtern Europe

The Scandinavian countries in Western Europe are expected
to solve their lmport problem by drawing upon known reserves
of gold and dollars, Of the four ilmportant Western European
countriés facing an unsatisfied deficlt Bizonal Germany has
no significant dollar reserve, the Unlted Kihgdom and France
are expected to liquidate sizeable amounts of dollar and gold
holdings, but Italy is not..

The United Kingdom

United Kingdom gold holdings and short-term dollar
balances amounted to an estimated $2,587 million on December
31, 1946, It 1g expected that these holdings will be drawn
upon to the extent of $4QO in meeting anticipated dollar re-
Quirements in 1947-1949, While this ig by no means a maximum
program, 1t would provide for reducing reserves %o near the
figure ($2 billion) considered by the British necessary to
meet the uncertainties of the next few years, Thus, a further
reduction might be effected in United Kingdom gold and dollar
réserves in meeting the unsatisfled deficit; if ne new ald is
fortheoming from the United States, it is likely that reserves
will be drawn down to the minimum in the enrurse of the period
}947-1949.

During the war the United Kingdom liquidaéed about $4.5
billlion of private British assets in the United States; in
congeduence, remaining private holdings either are difficult
to liquidate or are encumbered (as, for example, by being
pledged against the RFC loan),

France

Gold holdings and official dollar assets of France on
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December 31, 1946 came to $945 million. It is expected that
$460 million‘of these will be liquidated early in the period
1847-1949 reducing reserves by the end of 1947 to an all-time
low despite assuranées to the French public that they would
be maintained at one blllion. In addition, France has under-
taken a program of marshalling private French assets, A survey
of private foreign French holdings was made, and the presen?t
-plan of the French Government provides for liquidating about
- $680 million of private securities and other assets which can
be canverted into dollaf exchange, Thils program on top of
past liquidations amounting to about $300 million will leave
intact only those private acsets which are difficult to
liquidate,
Ltaly
Except for holdings of the Vatican and those under Allied
control, Italian gold holdings and dollar balances amounted
to $192 million on December 31, 1946, including $183 of short
term dollar balances, These balaﬁoes are. substantially larger
than was mainﬁained pre-war, Unless they are in some way en-
cumbered, they might be drawn upon, perhaps, tb the extent of
$150 million in helping to meet the unfinanced Italian import
deficit amountihg to $768 (this would particularly be the case
if the net realization of $43 million for Italy from the 'gold
pot! held in Germany were e@pleed as a Torelgn exthange reserve
rather than as a local currency reserve); even so, a sizesble
dollar deficit would remain unsatisfied,

Eastern Europe '

The seven Eastern European 6ountries facing an unsatisfied
import deficit, Austria and Greece have gold hoidings and dollar
exchange balances too small to qffer any significant sources
of dollars to finance the deficit as indicated in the following
comparison between the deficit and gold and official dollar ex—

change resources of Easbtern European countries,
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dollar gold holdings and
deficit official dollar
unsatisfied exchange balances
1947-1949 ’ Dee, 31, 1946
millions of ddllars)

Austria 503 - . 10

Czechoslovakia ' 3 R 20

Poland 112 " 66

Hungary, 201 39

Rumania, ‘ ' 150 | 274

Bulgaria 50 26

Greece 300 . 34

i
" The other five couhtries might cover at least a part of their
defleits by drawing down gold holdings or dollar balances, The
extent to which this might be possible, however, would fequire
a detalled examination of the situation in each‘case, exploring
subh questions as the need of.the country for reserves and en-
cumberances against which they muet apply (for example, nearly
one-duarter of the Rumanian reserves are regarded as "loot" re-
ceivéd from Germany and some part of this may have to be returned).
Other Areas
Allowance has been made in Tables I and II for reduction
of gold holdings and dollar assets of non-Furopean countries

as follows:

Official gold Anticipated
holdings & dollar Liquidations
balances in the 1947-1949

U.8. (12/31./46)
(milliong of dollars)

Near East and Africa 1,513 ' 360

Far East and Oceania 1,933 700
Western Hemisphere ' 4,229 1,500
Canada 1,225 500
Latin America 5,004 1,000

It has not been possible to relate the anticipated liquida-
tion of gold and dollar assets, which has besn estimated for
these broad geographical areas, to the development programs
: f

of particular countries, It has been assured in the prepara-

tion of Table I that the capital import programs of non-European
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cduntries, for which no specirfic finanecing wag-known to be
avallable were over and above the capital imports to be financed

elther by private Toreign investment, by funde received on
inter-area transfer or by the liquidation of gold holdings

end dollar assets. There is a dlstinet possibility that Thae
assumption is erroneous., Where the "Unsatisfied Capital’import
'requirements" of a country have béen estimated from its over-all
trade balance (as was the case with Japan) the liqﬁidation of
geld and dollar holdings in the meésure already allowed for or
the use of sterling and other currency balances may suffice

to mest some part of the deficit.

Even assuming that the unsatisfied capital import require-
ments shown fof non~-European areas are additlonal to requirements
satlsfied out of the avallable dollar supplies shown in Table I,
At 1s poseible that these unsatisfied requirements might, to
some extent be met out of the gold and dollar heldings remain-
ing to non-European countries, particularly Japan; China, Tur-
key, Iran, and Brazil, A careful study should be made nf each
country's pocition to determine the extent to which these

Possibilities exist,
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Preliminary APPENDIX "C'

ESTIMATED WORLD GRAIN EALANCE, 1947/48 THROUGH 1949/50

Estimates of world exportable supnlies of all grains
(apart from rice) and import requirements of these grains for
use ag breadgreins for the consumption years 1947/48 through

11949/50 can be summarized as follows:

1. The year 1947/48 is expected to be the redord period
for world impert requirements, 45 milllon long tons ns com-
pared with 37 millien in 1946/47. World exports of all orains
.may reach 29 million tons, one millicn tons more than 1946/47,
leaving o deficit for breadgrains alone of 16 million tnns,_
This compares with a shortage of 9 million during the 1946/47

consumption year ending June 30, 1947.

2. In 1948/49, world exportable grain supplies ore
estimated at about 29 million tons whlile requirements are
expected to drop sharnly to about 33,5 million tons, thereby

&reducing the deficit between supply and breadgrain reguire-

ments to approximately 4.5 million tons,

3. During 1949/50 a further increase in exportable supplles
to a level of 30,5 millicn tons is expected, while requirements
wlll continue te decline to about 32,5 million tons, thereby
reducing the gap between supply and requirements to almcst

2. million tons,

4, ~Wﬂen account is taken of grain import requirements )
for feed use, the gap between supply and requirements in
1947/48 can be increased by 6 million tons —— the additional
stated requirements for feed use, In 1948/49 and 1949/50,

import requirements for feed are expected to be higher than
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s8ix million tons, but since exnortable supplies will not meet
breadgraing needs of 1mpcrting countries, these additicnal
import requirements of grains for feed must be almost

entirely disregarded,
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Table 1.

WORLD GRAIN TRADE BALANCE: ACTUAL PHSWAR AND 1946/u7;
ESTIMATED 1947/48 THROUGE 1949/50
(000 long tons)

Inports or Requirements

Exportable Suvplies.
Wheat, Hye, Flour
Cocarse Grains
Total

Deficit

Prewar

(1935-38) -

15,610
13,354

28,564

28,964

1946/L7 1947/u4g
37,0007 15,0002
20,000% 22,050
g,0002 6,950
28,0002 29,000
9,000 16,000

19ug/lg
33,650
1,000
8,800
29,080
4,570

1949/50
32,350
19,700
11,600
30,580
1,770

iy

1948/L49 and 19%9/50, IFI estimates.

a. Rounded.
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VOTE: Actual prewar and 1946/47 =nd estimated 1947/48 data obtained from Internatisonal Emergency Food Council.
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Table 2. WORLD EXPORTS OF GRAINS: ACTUAL PREWAR AND 1946/47,
PROFOSED BY IEFC FOR 1947/48 AND ESTIMATED
. FOR 1948/49--19Lg/50
(000 long tons)
. Prewar .
Country Avorage  1946/47 1947/48  19Lg/ug 1949/50
(1935/38 4
United States '
Wheat, flour, rye 5l2.2 10,734.0 12,000 &, 000 6,700
Coarse grains 76.9  4,166.0 1,500 1,400 2,700
Total 589.1 14,900.0 13,500 9,400 9,400
Cenada
* Wheat, flour, rye 4,656.1  5,900.0 5,650 6,000 6,000
Coarse grains 50.8 505.8 00 100 100
Total 4L,706.9  6,405.8 5,650 6,100 6,100
Argentina : )
Wheat, Flour, rye 3,009.9 1,662,0 2,000 2,500 2,500
Coarse grains 7,290.8 .2,558,5 3,500 4,000 4,500
Total 10,300.7 U4,220.5 5,500 6,500 7,000
Australia .
Wheat, flour, rye 2,804.1  1,314,7 1,900 2,500 2,500
Coarse grains 81.1 79,5 50 80 20
Total 2,885,2  1,354,2 1,950 2,580 2,580
Other Countries
Wheat, flour, rye 4,627,5 u95.3§/ 500 2,000 2,000
Coarse grains 5,85&.2 493.08/ 1,900  2.500 3,000
Total 10,432, 918.3/ 2.h00  k.koo 5,000
Total —— World ) )
Vheat, flour, rye 15,609,8 20;036.o§/~22,05o 21,000 19,700
Cearse graing 13,354.5  7,762.83/ 6,950  &,080 10, &80
Total 28,964.3 27,758.88/ 29,000 29.080 30,580
Wete: Prewar, 1946/47, 1947/48 data obtained from IEFG: 1948/49,
1949/50, IFI estimates.

a/ Date incomplete for the last two months of 1946/47.
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Table 3. WORLD GRAIN TRADE OF SPECIFIED IMPORTING COUNTRIES:
‘ ACTUAL PREWAR AND 1946/47, PROPOSED BY IEFC FOR 1947/4s,
' AND ESTIMATED FOR 1948/49 AND 1949/50
* (000 long tons)

'Prewar ' 1946/47 t___1947/hg ' ,

'1935- ' Stated ' ! Stated 'Proposed'1948/4g 1949/50
Country or Area 11938 ' Import ! Imports! Import ' IEFC ' Fetimeted

! 'Require~ ' . 'Require-'Alloca~ ' 1pport

! ' mentg ! ' ments 'tioms 'Regquirements
Albania 15 9 0 o] 0 o] 0
Austria 746 li67 U7y g72 B4 750 750
Belgium 2,355 1,308 1,021 1,183 810 1,250 1,350
Bolivia Lo 71 4o 50 U5 50 50
Brazil 9l 1,200 qlg 1,200 720 1,000 1,000
China 272 800 378 1,200 540 1,000 1,000
Cuba, 122 250 ou47 300 225 300 250
Czechoslovakia Lyl 203 135 774 360 250 200
Denmark 704 0 0 361 135 50 50
Beypt & Red Sea Arca - l49 100 27 - 350 - 1%5 250 100
Finland 232 59 327 353 300 350 300
France 1,036 1, Ll 1,321) = 2,598 1,890 1,500 1,250
French North Africa ~552 Rl ) 800 450 300 100
French Colonies -624 221 113 211 110 0 -200
Germany (UK-US) 2,227) 3,438 2,992 5,300 3,600 4,250 U4,250
Germany (French) ) 470 235 594 15 550 600
Greece _ 550 Lh Uil " 851 95 500 500
Hungary -510 116 23 0 -0 =200 ~300
India _ 258 3,610 2,096 5,315 2,700 4,000 3,500
Ireland . 704 183 256 55 225 250 200
Italy (US Zomne) ) 111 115 125 90 100 100
Italy -833) 1,731 1,759 3,261 2,070 1,750 1,750
Japsn, Korea & Ryukyu I. 123 2,719 1,539 3,011 1,710 3,000 3,000
Mexico . 15 548 392 Upy 360 400 300
Netherlands 1,765 1,147 989 1,288 990 1,000 1,000
Neth. Bast Indies -~37 80 T4 150 90 100 100
New Zealani 56 144 137 160 135 150 100
Norway 4gg 363 352 400 300 350 350
Peru 127 152 110 200 110 200 150
Philippine Islsnds 109 294 265 300 135 200 150
Poland ‘ -TH1 913 hig 1,197 225 0 - -100
Portugal Lo 275 309 .. Lgo 300 300 300
Rumania ~1,594 720 86 75 70  ~1C0 -250
Spain 52 300 391 50 315 350 300
Sweden 96 130 61 77 15 0 0
Switzerland : %90 453 519 656 - 50 450 4r0
Union of So. Africa 349 938 527 350 180 350 350
United Kingdom 9,560 5,714 5,738 6,261 5,130 5,500 - 6,000
United Kingdom Areas . 0 2,236 1,U55 2,067 1,260 1,750 1,250
Uruguay -66 125 165 150 1135 100 . RO
Yugoslavia ~616 1,610 12 0 0 -100 -200
Miscell. or other 10,144 1,400 1,241 1,100 990 1,000 1,000

Total World 29,000 37,000 28,000 45,000 29,000 33,650 32,350

Note: Prowar, 1946/47, 1947/U48 data obtained from IFFC; 1948/4g, 1949/50
' IFI estimates.

Prewar includes over 13 million tons of cearse grains, most of which
was used for feed by importing countries. Requirements for 1946/L7
through 1949/50 do not include feed.
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II. THE WORLD SUPPLY OF AND DEMAND FOR DRY-CARGO
OCEAN SHIPPING 1IN 1G47

The world's ocean-going dry-cargo fleet in January 1947
approximated 71:.9 million Aeadwelght tons (d.w.t.),l an increase
of 12.7 percent over the 63.8 million d.w,t. in 1939. (See
Table 1). At present, however, the large number of vessels laid-
up and in repair52 reﬂuges the fleet in active operation to
somewhat below the 60 million d.w.t. in service in 19396, In
addition to changes in the size of the fleet, its total capacity
is affected by several factors which render the existing merchant
marine léss able to handle annually the same amount of carg& per
unit of active shipping space than in 1939. These factors are:

(1) Longer hauls (primarily US to Furope) arising from the
movement of large quantities of bulk commodlties under relief,
reconstruction, and rehabilitation brograms.

(2) Congestion and consequent delays at rlers resulting from
war destruction of port facilities, fallure to replace outmoded
loading and unloading equipment, shortages of skilled port labor,
and the decreased efficiency of unskilled labor reguired to
perform heavy work on limited food allowahces.

(3) Lower efficiency of vessels as a resuLt piimarily of a
higher percentage of war-bullt tonnage, i.e., 70 percent in 1947
as contrasted with 20 percent in 1939.

TheAvolume and pattern of world demand for the services of
the 1947 fleet cannot be precisely ﬂetermineﬁ, The US Maritime
Commission has estimated that all types of ooéan—borpe'freight
approximated 245 million tons in 1937,3 and the volume 1s some-
what higher today. In dry-cargo terms this 1s estimated to be
about 200 million tons in 1937 and possibly 10 pércent higher in

1947,

1. Deadweight tonnage I1s the weight in long tons reguired to
depress a vessel from light water line to load line. It is
therefore the weight of the cargo, fuel, and stores which a
vessel can carry safely.

2, The US alone has about 12 million d.w.t. laid-up and there
is substantial tonnage undergoing repairs in Europe.

3. W.W. Smith, Chairman US Maritime Commission, Journal of Com-
merce (N.Y.) May 22, 1947, p. 6A. The effects of possible
large scale US ald to foreign countries do not appear to have
been given consideration in the development of these estimates,
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Report of Working Group on Feconomic Aid

to _Special Ad Hoc Committee

Preliminary Appendix D

Estimate of World Exportable Supply and Import
Reduirements of Fats and Oilgs, 1947-1949

I. SUMMARY

1. World exports of visible fats and oils for edible
and industrial purposes during the calendar year 1947 are
estimated at 3.2 million metric tons as compared with 2,6
million tons in 1946 and 5.9 million tons average during the
- 1935-39 period, (See Table 1). World import requirements,‘
calculated here on the basis of 75 percent of prewar per caput
consumption for 8 selected EurOpean countries, Austria, Belgium,
Czechoslovakia, France, Italy, Netherlands, Polend, «nd Portu-
gal and on thé basis of expected import demand in the rest of the
world, total 3,75 million tons, leaving a world deficit of 575
thousand tens, OFf the one million tons of imports nesded to meet
sueh goals in the countries named, 750 thousand tons actual
lmports are expected,
2. In 1948, world exportable supplies are estimated at
4 million metric tons, 68 percent of prewar, Import require-
ments, based on aboubt 90 percent of prewar per caput ennsump—
tion for these named countries s:nd minimum demand for the rest
of the world, are estimated at 4,45 million tons, 19 percent
higher than in 1947, The gap of 450 thousand tons between
estimated exportable supplies and requirements will have to De
met either by lower imports intn these countries or decreaséd
effective demand in other parts 2f the world,
3. World exportable supplies are expected tm total abautb
4.6 million metric tons in 1949, 78 percent »f prewar, Import
requlrements to provide approximately prewar per caput con-
sumption in the countries listed above, and to meet the import
demands of other cnuntries, are estimated to be 5,15 million
metric tons, lerving a deficit of 550 thrusand metric tons.
-1 - Appendix up
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' II. FATS AND OILS

Exportable Supplies. World exports of visible fabs and
oils (including butter and olive oil)‘in the calender year 1947
mey tntal 3.18 million metric tnons in terms of Qil, which is 21
nercent greater than the 1946 ekports nf 2,63 million tons but
only 54 percent of the prewar level »f 5,9 millinon metrie tons,
Althiugh exports in 1947 show l1nereases over 1946 for most types
of fats and oils, the improvement is attributable meinly to the
rapid relabilitation »f the Philippine copra industry and to
the increase in the world marine »1l supply,

Assumptions have b:en made nf continued l~w exports from
Manchuria and the'N.E.I., higher ernsumption in the major pro-
dueing arcas, maintensnce of the present export-price pnlicies
in Argentina, end‘cﬁntinuatinn nf international agreements
limiting the whale catch to a maximum ~f 16,000 blue-whale units
(one half the 1938 level)., With eontinuing recovery ¢ copra
and cucrnut 2il exports whieh in the prewar period accounted for

. R0 percent of total world fats and ~ils exports, cnd with small
inersases in nther ~ils, tntal world exports for 1948 are ex-
pected to reach 4 millinn metric trng, 26%‘greater than in 1947,
By 1949, even thrugh expnorts »f enpra are eXpéoted considerably
tn exceed prewar levels, tntal expnrts of fats and oils are
likely to be only 4,6 million metrie Ttong, 77 percent of prewar,
but 45 percent greater than in 1947,

Import Requirements, For the 8 countries, Austria, Belgium,

Czechnslovekia, France, Italy,lNetherlands, Polénd, and Portugal,
imports of fats end nils tatalling -ne million tons wiuld be
necessary in 1947 to provide, for ecch nf these countries when
added to indigennus productinn, per caput supplies 75 percent )
0f prewar (see Table 3.) The volume of imports required to
reach this consumptinrn gral corresprnds to tonnage requirements
used in the provisicnal fats and nils allocation schedules for

1947 prepared by the International Emergency Food Council, to

provide an estimated 70 percent of prewar per caplita consumption,
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The difference nf 5 percent is due to higher IEFC estimates of
prewar per cepita consumptlon and to lower IEFC estimates nf
1947 prnductinn, Import requirements of nne million'tons for
the graup »f countries would be 86 percent <f thelr prewar
imports, However, actual imports by these countries in 1947 are
expected to tntal about 750,000 tons, (65 percent of prewar
imports), which will pravide eb-ut 67 percent of prewar per caput
supplies when added tn indigenncus production, Allocations and
lmport requirements tn nther selected countries (Turkey, Iran,
Bnlivia, Brazil, Chile, Ecuédor, Haiti, China, Netherlands East
Indiés, Philippines), mrst of which are net exporters,‘are neg-
ligible, Expected expnrts under allocatinon tn the rest of the
world amrunted tn 2,75 millinn metrice t-ns, about 60 percent
of prewar imports by these areas, Of this 2.75 million tons,
the United Kingdrm acceounts for 920 thousand tons and the United
States fnr ab-ut lOQ thrusand ~f net imports,

Estimates of import requirements fnr the caiendar year
1948 and 1949 for the 8 continental Eurnpean countries named are
based o1 copsumption gnals of 90 percent and 100 percent of
prewar per ceput supplles (éxcept frr Italy 90 and 105 percent
and Portugal 100 and 105 percent), Such standards give import
needs reachling 1.2 and 1,4 million metric trrns in 1948 and 1949
respectively, after allowing for the graduel increase in these
countries of 1ndigenous supplies as estimated in Table 3,
Only France, Gzechnslovakia, and, Portugal are expected to reach
prewar'levels of fats and oils productisn by 1949.1 Populatioﬁ
growth is also taken into accrunt, '

For the rest nf the world, 1948 and 1949 estimates of
lmport requirements are minimum demand based on the expected

actual imports in 1947 of 2,75 million metric teons and gradual

1, DNational average prewar total caloric intake for the selected
continental Eurcpean cruntries renged from 2461 f~r Portugal
to 3012 for France (ineluding wine). Calories from fats and
0ils for the same period for these cruntries varied from 192
or 7 percent ~f total calories in Pnland to &73 or nver 19
percent nf total calories in the Netherlands, f

- 3 - Appendix D"
CONFIDENTIAL

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1



%Y_ﬁqﬁgtﬂéelease 1999/09/16 : CIA-RDP67-00059A000400130002-1
 annual increases to reach levels of 3,25 million metric tons in
1948 and 3,75 million mebtric tons in 1949.1 Imports of 3,75
million metric tons, representing only 80 peréent of prewar
imports for the rest of the world, are not based on any fixed
standard of per caput consumption in these countries, Larger
fat supplies from increased indigenous production in some count-
ries and from greater retention of domestic supplies formerly
exported will be offget by the demands of substantially larger
populations,
~ Estimated world exportable supplies of 4 million metric tons
in 1948 and 4,6 million metric tons in 1942 leave prospective
gaps of 450 and 550 thousand metric tons. Glosing these gaps
can of course be done elther by restrleting increases in imports
and consumption of the importing countries or by further increas-
ing world production and export supplies, or both,

After 1949 increasing production can be expected to decrease
the world deficit somewhat, even with maintenance of consumpfion
standards in all countries and increases-in some,' However,
unless export progpects in such important areas as Manchurla and
the Netherlands East Indies improve more than now appears probable,
there is 1little possibility that world export supplies will equal
import redquirements for_éeveral years beyond 1949,

The estimates presented above are based on the assumption
that allécations continue through June 30, 1948, The discontin¢
uence of allocations will probably result in some increases
both in production and exports due tn the price stimulus resulting
from competitive bidding especlally in colonial and primary
producing areac, However, this larger world trade will be
accompanied by a less equitable distribution than now exists,
perhaps even at the expense of some of the European countries

gpecifically considered in this report,

1. This trend of imports, if projected into 1950-55, would fall
between the high and low estimates made by the Food and
Agriculture Organization of the UN,
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The estimates of requirements and demand are nét based
on any particular price‘relationship between different types of
fats and 0ils or between fats and other commodiﬁies. General
financial and economic developments over the next few years will
largely determine the price prospects for all commodities, in-
cluding fats and oils snd will directly affect potential demand
for them, The extent to which importing‘countries will ‘use their
limited foreign exchange resources f&r purchases of oilseeds,
fats and oils will slso help to determine the general price levels
and price relationships between fats, Since the United States,
a net importer of fats, is a major exporter only of lard, the
shortage of dollar exchange 1s not as critical a problem for fat
importing countries as for certain other important products for
wnich the United States‘is the sole or principal source of
supply. Unless there is a cgevere economlc recession, there is
little doubt -that world exportable supplies will be short of‘
potential demand in the next few years., Even such a depression,
which will adversely affect demand for Tats and oils, may not
reverse the trend of increased consumption of both edible and

industrial fats and oilg,
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Table 1, FATS AND OTLS:l  WORLD TRADE BALANCE,
PREWAR, ANNUAL ESTIMATES 1947 THROUGH 1949

Prewar 1947 1948 1949
{1,000 metric tons of oil)

Iomport Reduirementg ;
Selected Countries® 1,155 1,000 1,200 1,400
Rest of Worldd 4,775 2,750 3,250 3,750
World 5,930 3,750 4,450 5,150
' Exportable Supplies 5,930 3,175 4,000 4,600
Deficit - 575 450 550

1. Visible fats and 011 for both edible and industrial
purposes.

2. Augtria, Belgium, Netherlands, France, Italy, Poland,
CzeohOSlovakia Grecce Portugal, and Hungary, Import
requirements for other countries under speclal concidera-
tion are negligible, ~Import reduirements for these
selected European countries are based on the following
total per caput supplies of fats and oils for all purpo
as a percent of prewar for each country; 1947 - 75%;

1948 - Q0%; 1949 - 100%, except for Italy (at 105 percent
in 1949) and Portugal (at 100 and 105 percent in 1948

and 1949).

. 3. Estimated demand in 1947 with gradual annual increases,
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Table 2, FATS AND OILS: WORLD EXPORTS,
PREWAR AVERAGE, ESTIMATED ANNUAL 1945-1949

Commodity Prewar 1946 1947 1948 1949 ,
Edible Oils (1,000 metric tons oill or fat equivalent)
Cottonseed ' 173 40 .36 45 45
Peanut aras) © 286 300 375 450
Soybean 400 61 65 75 150
Sunflower 29 62 64 100 100
Olive oil 158 11 23 40 65
Sesame 59 b ) 40 60
Total 1,594 465 493 . 675 870
Palm Oils
Coconut 1,170 539 875 1,150 1,280
Palm kernel 318 233 225 250 270
Palm : 495 211 230 Cev0 - 300
Babassu 18 . 186 9 25 25
Total 2,001 T,000 TI,340 - 1,695 1,845
Industrial Oils |
Linseed 648 2956 286 325 400
Castor 92 75 7 100 - 100
Rapeseed 41 6 9 35 40
‘Oiticica 4 15 9 10 10
Tung 81 37 41 50 50
Perilla 388 -0 .0 .9 10
Total 902 - 428 422 525 . 8610 .
Animal Fats .
Butter = = 417 240 250 400 450
Lard 173 227 191 200 225
Tallow 177 100 116 130 150
Total ) 767 567 557 7 30 825
Marine 0Oils
Whale 530 145 320 3256 3560
Fish 136 g7 45 50 100
Total 666 172 365 375 450
Grand Total 5,930 2,630 3,175 4,000 4,600

l. Preliminary estimates for 1946 and 1947 and revised estimates
for 1935-32 average from the Ofrice of Foreign Agricultural
Relatlons, US Department of Agriculture, Preliminary esti-
mates for 1948 and 1949 made in the Office of Intelligence
Research, State Department,
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Table 3. FATS-AND OILS: ZESTIMATAES OF ANITUAL PRODUCTION, CONSUMPTION GOALS AWD IMPORT WHQGHMME@%HMH FCR
SELECTID EUROPEAN COUNTRIES, 1947, 1948 and 1949, WITH PREVAR COMPARISONS
(1,000 metric tons oil content)

‘CIA-RDP67-00059A00040 P130002-1

Frevar — 1007 : Tohg 1CLg
Pro—- Con- Het . Selected Pro- Con— Net Tmport Pro- Con— vet Import Pro— Con~- Het Import
duction sumption Imports Countries? duction sumption _ Regmb.  duction sumption  Regmt. duction sumption  Reqmb.

63 114 51 iustria 37 g9 52 43 97 Bl L7 117 70
u.r 215 121 Belgium - /6 171 115 65 191 126 75 218 43
135 269 134 Czechoslovakia 101 165 6L 115 200 85 125 2e2 g7
365 901 536 France 305 660 355 325 795 k70 345 875 530
2 | L78 605 127 Italy . . 319 490 171 uz0 595 165 455 695 240
140 263 123 Netherlands 70 222 152 85 270 185 100 306 206
267 303 36 Polsnd 89 154 65 120 184 ol 145 207 62
g6 113 o7 Portugal 20 102 22 g2 1o 60 gl 150 66
1,628 2,783 1,155 1,057 2,053 995 1,265 2,47k 1,209 1,376 2,790 1,414
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Import requirements for selected Turopean couniries are based on following total mer capita supplies of fats and oils for all purposes as percent
of prewar for esch country: 1947 - 75; 1948 — 90; 1949 - 100, except for Italy at 75-90-105, and Portugal at 70-100-105 percent.

. Fungery and Greece not included in Furopean group because thev are expected to be self sufficient. Other selected countries in the Middle Bast,
Africa, Latin America 2nd the Far Esst are not included beczuse they are either net exporters or have negligible import recuirements. These
countries are: Turkey, Iran, Bolivia, Brazil, Chile, Ecuador, Haiti, China, Netherlands Fast Indies, Philippines.
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APPENDIX "E"

Report of Working Group on Economic Aid to
Special Ad Hoc Commlttee

Probable Supply-Requirements Position of Coal

in Furope, 1947-51, Probable Demand for U. S.

Coal, and Estimated Dollar Requirements for
Coal from U.S,.,, Poland and Germany

Production 1/

Table 1, attached, 2/ shows actual hard coal production
in Europe 1n 1937 and lQEb and gives estimates of production
for the years 1947 to 1951, inclusive. In 1937, 582 million
tons of coal were produced in Europe; in 1946 production was
406 million tons or 176 million tons below 1937. Producticn in
1947 is expected to reach 454 tons, 128 million tons below the
level of output in 1937. . Hard coal production in Europe is
expected to attain the 1937 level of output by 1951. 3/

Comparison of the magnitude of production between current
and prewar levels does not fully reveal the reterioration in
Buropean coal production, for the quality of coal and the
effliclency of consuming plants have deteriorated. It has been
estimated that the quality of coal 1s now 5 to 7% below pre-war.
The decline in quality has been caused by poor grading and
segregation of Adifferent classes of coal. As the supply of
coal Increases, the grading and quality may be expected to improve.

The country breakdown of coal production shown in Table 1
indlicates that Britaln, whilch accounts for about 40% of total
European coal production, will not have attained her 1937
level of output by 1951. A number of reasons are likely to
prevent Lngland from attaining her pre-war level of coal pro-
duction. The principal restraining influence is likely to be
the shortage of manpowpr. Given the shortage of manpower and
the need of the British to Ilncrease exports in order to overcome

© 1/ A1l data on production ann consumption given herein refer
to hard coal only. Brown coal has been omitted because it does
not move in international trade to any extent and because ites
inclusion would not materlally affect the analysis, Note that
brown coal production is now not as far below pre-wvar rates as
hardcoal production and that brown coal productidn problems

for the reason that brown coal is usually mined by open cast
methods, are not as refractory as hard coal production problems,
Germany produces very large quantities of brown coal; Austria
and Czechoslovakia also produce significant quantities measured
in relation to their needs.

2/ All tables are annexed hereto.

i/ Provided, of course, the requisite hmeasures are taken.

"
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the long-term deterioration in her terms of trade, Britain

ls likely to restrict her cosl production to the level of her
internal needs, for owlng to the labor shortage, she may be
exXpected to try to maximize the net return on exports by con-
centrating on the export of finished goods rather than of raw
materials. : :

N .
Britaln, of course, can incresase her coal output to &
greater extent than anticipated in Table 1l, even within limita~
tlons Imposed by manpower shortage, 1f she were able to incresse

productivity substantially, Over-all output per manshift had
declined 10% between 1935 and 1947, from 1.17 to 1.05 tons per
manshift, Even if productlvity were restored to the pre-~war
level, (a 10% increase 1in productivity)l/ to produce 230 million
tons of coal, Britain would need between 125 to 140 thousand
addltlonal mine workers.2/ Although Britain might be able to
raise the output per manfabove the average attained during the
thirad decade, she could do so ' only by lntreoducing revolutionary
changes in the conditions and methods of mining ag outlined in
the Reid Report of March 1945,3/ .

A glance at. Table 1 shows that Poland might produce 77
million tons in 1951 4/, as compared with 66 million tons in
1937, some 91 million under the German.occupation during the
World War II, 47 million in 1946, and an estimated 57 million
in 1947, Reserves of Polich coal are extensive, ore occurences
lend themselves to extensive mechanization, the systems of mining
now in use are conducive to efficient operation, so that from
the technical point of view there 1s every reason to believe
that Poland can attain her stated plan of 77 million tons per
year. The Polish and Silesian mines before the war were among
the most productive in Burope. The Reid Report indicates
that next to the U.S., Polish coal is most easily won, However,
the attaimment of the planned target of output depends upon the
recelpt of generating and other surface and underground equip-
ment, Poland has sought a loan from the  World Bank to finance
imports of required equipment. Although Polish plans call forp
the attaimment of 77 milllon tons of broduction by 1949, this

1/ Productivity 1ncreassd apout 5% shortly after the intro-
duction of the 5 day week. : :

g/ On the assumptions that output per man 1s 1,17, that each
employee 1s scheduled to work 250 days per annum and that
absenteelsm averages 10% compared with 15-16% now. Current
employment 1s about 730-740 thousand. The tétal increase
riquireﬂ would be lower if surface operations were ration-

“allzed,

3/ "Coal Mining". Report of the Technical Advisory Committee,
HMS Office, 1935,

4/ This 1s the officisl target figure (reduced from 80 mil-
lton originally) for 1949. Tt is believed to be within the.
realm of attainment by 1951 vather than by 1049,
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level of output has been Aeferred in Table 1 to 1951 on the
Presunaption that even if credits were attalned, delivery

of equipment, particularly generating equipment, is likely

to delay the attaimment of target production. Polish ability
to export coal 1s likewise limited by shortage of rail trans-
port facilities and port loading facilities at the Baltic
‘ports, The abllity of Polish exports to keep pace with the
rising level of coal production depends upon the installation
of adequate loading facilitiles at the Baltic ports and also
upon sufficient all-rail transport facilities to Western
countries.ly

. Table 1 indicates that an annual production of 132
million tons by 1951 is anticipated in the Ruhr-Aachen area.
It is assumer that by that time that ares will have attained
the pre-war rate of Aaily production which was 440,000 tons.

Although the Monnet Plan calls for production of 65
milllon tons of coal in France by 1950, this level of pro-
ductlon is considered extremely ambitious in view of the
shortage of labor and the low level of profuctivity of the
French mines. Prior to the war, French productivity was
about .85 tohs per man-shift over-all, next to the lowest in
Euroge.g/ At the present time, productilvity in French mines
is .05 tons per man-shift, only 75% of pre-war; it still
ranks second lowest in Europe. France has been able to exceed
her pre-war level of production by employing a total of
100,000 more workers than she @id before the war. Almost
50,000 of these are POW's, which are now being returned.
Assuming that productivity in France is restored to the pre-
war level, (which would require a 30% increase in produc-
bivity) France would require 285,000 workers to attain an
output of 65 million tons or 15,000 workers more than currently
employed after deducting 50,000 POW's.3/ After decducting the
logs of 50,000 POW's she woulds require 260,000 workers (or
10,000 fewer than currently employed) to attaln the 60 million
tons shown in Table 1. Both of the preceding calculations
assume continuation of the present six-day week.i/ The miners'
union, however, has indicated that it will seek a five-day
weeolk, and if this is the case, then 345,000 workers (or
75,000 more than currently employed excluding POW's) will be
required to produce 65 million tons and 285,000 workers (or
15,000 more than currently empldyed excluding POW's) to
produce 60 million tons. These Aata are swmarized on the
following page. ) »

1/ TPoland mey also experience shortage of manpower and
technicans.

2/ -Productivity in the Belgian mines was slightly lower
than that in the French mines.

3/ Calculations assume 10% absenteeism as compared with 16%
currently.
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Estimated Employment required at pré—war

Current Productivity
total To produce Te produce
Employment 65 million tons 60 million tons
on 5 day on © day on 5 day on.o day

, ' week week week weesk
Total 320,000 345,000 285,000 285,000 260,000.
POW's 52,000  —=-- P SR e
Civilian 268,000 345,000 285,000 285,000 260,000

-Note that since calculations are based on output per man-shift
of underground and surface workers, the labor requlrements may
be somewhat over-stated because the surface operations, such
as preparation and malntenance, can expand activities with less
than proportionate lncreasés Lin manpower.

As Tor the other countries, Table 1 anticipates production
in Belgium by 1951 will have been restored to the 1937 level;
that production in Czechoslovakia will have increased by
15% over 1937; and that the Netherlands will produce roughly
at the pre-war level.

Consumptionl/

Table 3 compares pre-war with estimeted post war consump-
tion. Total European consumption in 1937 was 550 million
tons and estimated total requirements for the period 1950-51
are 506 million tons. Consumption in 1950-51 is estimated
to be 35 million tons higher than 1937 and about 100 million
tons above the rates of consumption in 1947.

An explanation of the estimated increase in requirements
between 1937 and 1951 can be had by comparing individual
country requirements for the respective years, It is esti-
mated that Britain will require & 17% increase in the level
of consumption or 30 million tons more than in 1937 owing
to a higher level of export of finished goods, a higher
standard of living for lower income groups,.and a level of
business activity sustaining full employment. The 225 million
ton requirement for 1951 assumes that 5 to 10 million tons
would be required for overseas bunkers. By 1951, Britain is
expected to have increased her fuel oil consumption by an
equivalent of 10 million tons of coal so that she may-have.
avallable 40 million tons more coal than in 1937,

Although the Monnet Plan calls for an.annual coal con-
sumption of 87 million tons by 1950, this has been reduced
by 7 milliqn tong because it is highly probable that shortage

;/' Covers hard coal requirements and consumption only.
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of labor in France will limit expansion of production. Even
the 80 million ton level of consumption assumed in Table 3
1s 18% above the 68 million tons consumed in 1937 and may
also be rather high. 1/ :

It is assumed that the level of industry established for
Germany will require a rate of coal consumption 83% of that
of 1937. Assuming that German brown coal consumption will
have attained pre-war levels by 1951, which is not unlikely
as 1t is already over 90% of pre-war in the Western Zones,
then Germany 1s likely to have availlable for internal con-
sumption/about 147 million tons of coal, in SKE equivolents,2/
or U7% of pre-war consumption counting both hard and brown
coal.3/ ‘

Requirements for Polan® for 1951 estimated at 40 million’
tons, slightly lower than 1937 consumption., This would '
glve her o per caplta .consumption in 1951 of 1.7 tons. Per
caplta consumption 1n Britaln is expected to increase from
about 4.1 tons in 1937 to about 4.7 tons in 1951. The per
capita consumption in France 1s expected to increase from
1.7 in 1937 to 2 tons in 1951, while that of Germany is
expected to be about 1.6 in 1951,

The U.K., France, Germany, and Poland consumed 430 million
tong of coal prior to the war, as compared with an estimated
post-war consumption of 450 million tons. The other European
countries consumed 120 million tons in 1937 and, according to
the calculations in Table 3, are expected to consume 136
million tons in 1951. These countries are therefore expected
to increase thelr level of consumption by 11%. Assuming, as
in the ECO report GPC/16, that half thelr energy requlrements
will be met by hydro power, so that they would require only
about & 5% increase in coal supply, they would require only
O million af”itional tons or a total of 126 million tons in

1/ lNote, however, that the Monnet Plan calls for steel
production by 1950 which 1s over 80% above the 1938 level

and o like increase in rail carrying capacity. It aims to
attain o level of production 25% above that of 1929, when

79 million tons of coal were consumed. If the level of
output actually attained by 1950 is equal to but not higher
than 1929, then obviously the consumption of coal would be
lower than 1929's consumption owing to the long term increase
in Industrial procuction relative to given units of coal
conswiption.

2/ Brown to hard coal ratio of 9 to 2 used herein.
3/ Germony produces about 42 million tons of brown coa
prior to the war (in SKE equivalents). Pre-war consump-

tion cstimated to have been equal to 127 hard coal plus
42 million brown coal or o total of 169 million tons.

" it
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1951, Total European requirementls between 1950 and 1951 are
therefore expected to range between 575 and 585 million tons.;/
Note that in estimating requirements account has.not

been taken of cgurrent inventory neecds, which are probably
substantial, N !

Bupply-Requirements Position

Tables 1 and 3 indicate that Europe was self-sufficlent
In coal in 1937 and, in fact, had & net exportable surplus
of some 30 million tons, a good deal of which was used for
overseas bunkers. The estimates in these tables indicate
that by 1951 Europe will probably have become self-suffi-
cient 1n coal once again, At the 1947 rate of production,
Burope 1s 125 million short of attalning the rate of production
necessary to become self-sufficient by 1951. Coal con-
sumption in Europe in the years, 1947-1951, inclusive is
estimated 1n Table 3. The estimates indicate that in 1947
Europe willl consume 482 million tons (446 from indigenous
production plus 36 million from the U.3.). Consumption in
1048 is estimated at 512 million tons comprising U172 from
indigenous production and from 38 to 43 million from the
U.S. Consumption in 1949 ig estimated at 552 million tons
comprising 524 from indigenous production plus 25 to 30,
million tons from the U,S. The Table indicates that total
consumption is expected to increase almost 15% in 1947 as
compared with 1946, by 10% in 1948 as compared with 1947, by
8% in 1949 as compared with 1948, and by 6% in 1950-51 ag
compared with 1949, Although the gap between European
indigenous production and requirements 1in 1949 is still
expécted to be over 50 million tons, the rate of U.S. exports
to Burope is expdeted to begln declining sometime in 1948 or
at the beginning of 1949 owing to the fact that the demand
for U.S, coal 1s restricted to the traditional coal importing
countries of Europe, whose purchases of U,S, coal will begin
declining as the level of exports from Germany and Poland
increases.g/ For the reason that Britain ls not likely to

1/ lote that the extent to which coal will be displaced by
substitution to fuel oil and other forms of non~coal energy

by dleselization, use of oil for heating and so forth, have

not been taken into account except in the U.K. Other countries,
notably Belgium, have ambitious conversion programs.

2/ Demand for U,3. coal is estimsted in terms of the supply
requlrements poslition of the traditional Europesan coal im-
porting countries without reference to their dollar resources
for the purchase of U,S. coal., This report alsoc presumes
that the UK will not purchase US coal in significant guan~
tities or over considerable length of time and that her
current purchases were induced by the nec® to avoid entering
the winter of 1947-48 with & low inventory. .

-6 - Appenix "B"

CONIM IDENT AL

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1



ASUBLBEEdARelease 1999/09/16 : CIA-RDP67-00059A000400130002-1

ilmport coal in any substantial quantities and that Germany,
despite her shortage of coal for internsl consumption, will
be required to export coal for political and economic reasons,
these traditional coal export countries will probably be
unable to bridge thelr respective Aifference between supply
and requirements until 1950-51 while the traditional coal-
importing countries will have bridged the difference by the
end of 1947 as a result of the high level of U.S. export.

Table 4 indicates the supply requirements position of
the U.K. 1in the six year period, 1946 to 1951, It indicates
that Britain is unlikely to resume exporting -coal before
1950 and that her exports are likely to be small as compared
wilth her prewar volume of exports of about 50 million tons,
of which 35 million was exported to the Continent.

Table 5 shows the supply requirements position for Germany
in the six-year perilod, 1946 to 1951.

Table 6 presents similar figures for Poland.

The traditlonal coal importing countries imported on a
net basgls about 72 millien tons of coal annually in 1935-38,
The data in Table 8 show that these countries will probably
have an equivalent net ilmport requirement in 1950-51, Their
current net import requirement is probably higher than 72
million tons owing to deterioration in the quality of coal,
deterioration of industrial equipment, and need to increase
stocks.l/ The current level of net import demand is, therefore,
probably 75 million tons minimum, These countries, as is shown
in Table 2, will probably import from other Buropean sources
19 million tons in 1947, 32 million tons in 1948, 45 million
tons in 19%9, 63 million in 1950, and will have availlable in 1951
gsorie 74 million tons from other Kuropean sources, or enough
coal Lo meet total net lmport requirement without drawing on
U.S. supplies. Residual demand oo the U.3., in the respective
years, is estimated at about 53, 40, 28, 9 and probably zero
million tons.

The U.3. exported in the months of April and May of 1947
at the rate of 3.8 million tons per month to Furope. Assuming
avallabllity of coal, and adequate inland and oceon freight
facllities, the U.S. should be able to export about
45 million tons of coal to Europe per year. A couparison of
Tables 2 and 7 indicates that the demand upon and the probable
supply of U.5. ceoal will probably be in balance in 1948 ana
that thereafter U.8. export caopacity might be greater than
demand. ’ :

An attempt is made in Table 9 to estimate the dollar
requirements for U.S. coal in the years 1947-51, inclusive,

1/ Although sTock recquirements are not known, they are probably
substantial,
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These estimates, are, of course, subject to wide margins of
error for they are based on estimates of the price of export
coal, of ocean freight rates, and of the proportion of
estimated exports carrled.in U.S. flag vessels over a period
of five years. The total dollar cost for the five-year period
is estimated at between $1,665,000,000 and two billion dollars.

An estimate of the probable dollar cost which the coal
importing countries will have to pay for German and Polish
coal 1s shown in Table 10. It is assumed therein that the
price of Polish and German coal will be determine- by the
average price of U.3, coal delivered in Europe as the U.S.
coal at least as long as 1t exceeds $10 per ton, may properly
be considered marginal, In colwan 8 of Table 9 1§ shown the
estimated average dollar cost per ton. These estimates are
used in Table 10 (see column 2) for determining the probable e
price of Polish and German coal, It is assumed in Table 10,
however, that as long as a sellers' market for coal obtalng,
the price will be fetermined by the export price of' the coal
producilng country whose costs are highest. This is likely
to be Britain. As the cost of producing British coal is
probably now in excess of $8 at the mine, 1t 1ls assumed that
$10 will be the price for European coal as long as British
coal 1s require”, The estimates shown in Table 10 indicate
that the dollar cost of German coal, assuming that all German
coal exports will be paild for in dollars, will be about
$l,050,000,0QO for the Pive-year period., It is assumer, as
in ECO/GPC/l@, that approximately one-third of Polish coal
exports will be paild for in dollars, The esbimated total
cost ‘of Polish coal for thé five-year period is $487,000,000.
The total dollar cost for coal from all three sources =-- U.s,,
Germany, and Poland, comes to between $3,200,000 and ‘
$3,500,000,000. Note that the dollar requirements for capital
goods necessary to raise the capacity of European coal mines
have not been included. The ECO report cstimates that
$1,565,000,000 are required for maintenance and development
and $260,000,000 for new capital equipment; only $50,000,000
worth of equlpment are estimated to be required from the us,
although more might be obtained if more US capaclty were
available. The ECO report presumes that for most of the
equipment, follar expenditures would not be required as most

~of the cquipment could be produced in Europe. However, the
equipment to be imported from Germany, which by far is the
largest supplier of such equipment, will have to be purchased
for dollars. The ECO estimate of dollar requilrements for
equipment is therefore on the low sife. A more determinate
estimate of Jollar requirements for capital eguipment will’
have to walt upon studies now in process under the augpilees
of ECO and the Paris e§onomic conference.

i
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Comparison between Foregoing and ECO Report

Production

Production Aata asg glven in Table 1 are compared with
ECO/GPC/16 below:

Per Cent Per Cent
Increase Increase
This Over Year Over Year
Report2/Preceding ECO Report2/ Preceding
1/ 1
1937 582 - 560"/ - -
1047 4ulh - o
1048 480 6% Loo 117
1949 529 10% 525 %
1950 573 8% ’ - 550 5%
1951 589 3% 570 %

1. The Aifference in 1937 is attributable to the
exclusion of Spanish production in the ECO report.

2. 1347. Spanish production about 10 million tons
excluded in ECO report. This report@/ presumes that Ruhr
Aachen will produce 70 million tons, an average for the year
of 230,000, per day, and the Saar 10 million tons, 80 million
in all. The ECO report is low by 3 million tonms, This
report also presumes that UK will fall below the 200,000,000
ton target by 2 million tons.

3. 1948 and Therescfter.. On an overall basis, ECO
estimate for 1951 is reconcilable with this report if Spanish
production is added to estimates in former. However,
individual country estimates vary, as follows( for 1651):

ECO Report = This Report

U.K. ‘ 2ko ~-10

Germany 124 8 3/

Poland 80 - 37

France 60 0

Belgium 28 A2

Netherlands k 12 0
Czechoslovakia 18 A2

Saar : 0 ‘ #13

Other 8 # 7 (Exclusion of

Spanish pro-
ductinn}

1/ Millions of tons.

2/ "This report" refers to foregoing report as Aistinct
from ECO report.
There 1s no reason for presuming, on technical or

S
™~

physical grounds, that the Ruhr - Aachen area cannot
attain the pre-war level of production.
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It will be note~ that the ECO report, ‘as compared
with this report, closes the gap between the current and
projected levels of pro“uction at a faster rate in the
early years and a slower rate in the later years.

Consumption

The ECO report presents a 1951 requirement for
Burope of 560 million tons; this report, of 586 million
tons, At least 10 million tons of the total difference
of 26 million tons is attributable to the exclusion of
Spanish requirements in the former report. The estimates
of British requirements do not differ materiaslly--225 in
this report; 121 in the ECO report. This report presumes
that Germany will require 83% of pre-war consumption; the
ECO report, 75% of pre-war. The former is probably closer
to current "level-of-industry" thinking. The “ifference
for Germany is 10 million tons. Of the total difference
of 26 million tons, 20 have therefore been explained. The
remaining difference can be explained by French require-
ments’, The ECO report presumes & 5% increase for all
other countries, including France. This allows France a
post-war requirement of 71.5 million tons. Thisg is
probably too low. An 80 million ton requirement is
allowed in this report. The remaining differences are
negligible. : ‘

Dollar Costs

ECC_Report This Report
(BilIlions of Dollars)

U.S. Coal ' C$1.550 $1.663-1.982
Polish Coal 0.400 0.487
German Coal 0 1.051-1.066

Considering the differences in methos, the two
estimates are falrly close. The ECO report writes off the
dollar cost of German coal while this report includes the
cost of German coal.
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Table 1., European Hard Coal Production, 1937, 1946 an~
estimates for 1947-51, inclusive, :

Millions of Metric Tons

1937 1946 1947 1948 1949 1950 1951

Belgium 30 23 24 25" 27 28 30
Czechoslovakia 17 15 17 18 19 20 20
France 1/ . 44 o 47 53 55 57 58 60
ﬁetherlanas ' 13 8 10 10 11 12 12
Germany 2/ . 141 55 70 85 100 125 132
Poland 3/ 66 Ly 57 &2 68 73 77
U.X. 2k 189 198 210 220 230 230
Sear 13 8§ 10 11 12 13 13
Others 1 15 15 15 15 ¢ 15

Totnl . 582 406 454 480 529 573 589

1/ Compare Monnet Plan Targets (which includes about 1-2 million
tons of liguite, which is excluded in table above): 1947,55
millilon; 1948, 59; 1949, 62; 1950, 65. Manpower in France is
likely to be too tight and the additional production too marginal
to permit an expansion to 65 million tons. The point of optimunm
returns, in fact, may be exceeded at a level well below 60
million.

2/ Assumes pre-war daily output of 440,000 tons per day in Ruhr-
- Aachen ared will have been attained by 1951. :

3/ Includes former German Silesisa.

1o 11
i
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‘Table 2. Probable European Deman® for U.S. Coal 1947-1951 ;/

1000 Metric tons Residual
Buropean Export Avallability Demand on USA3/
Year Germany Poland2/ U.K. Saar Total
1okt 9 S 0 1 19 5L - 56
1948 - 14 16 0 2 32 38 - 43
1949 16 25 0 ! 45 25 - 30
1950 - 20 33 5 5 63 - 12
1951 27 37 5 5 T4 0 - 1

l/ Covers traditional coal ilporting countries only, whose net
import requirements are estimated at 70-75 million tons per
annum. They imported about 72 million tons per annum in the
period 1935-38,

g/ Other than USSR, which is expected to ceoase importing coal
from Polan® in 1950,

3/ Demand on USA is considere residual because of high
troansportation costs. USA export avallabllity estimeted at

45-50 milllon tons to Europe assuming favorable supply of
conl and of inland and overscas transport.
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Table 3. Hard Coal Consumption in Europe: 1929, 1937, 1946 and
estimates for 1947, 1950-51.

" (millions of metrilc tons)

Estimate ‘ Estinate
Actual , for for
_ 1929 T937 1946 1o47t 1948 1949 1950-51
UK 184 192 1981/ 199 ' 225
Germany2/ 136 127 433/ 60 105
France 79 68 58 68 : 8oL/
Saar 7 75/ 65/ T 8
Belgium~ 34 31 27 31 . 33
Luxembourg ‘
Ttaly 14 13 7 11 ‘ 14
Netherlands 14 15 11 ;5§/. | 16
Czechoslovakla 17 16 15 17 19
Poland7/ 51 43 32 4o8/ Lo
' Scandinoviag/ 13 19 10 13 20
Tberiel/ 10 8 0 11 ' 11
Balkansll/ 4 3 2 3 5
Othersla/ 10 8 6 7 , 10
Totals 573 550 kg5 48213/ 51214/ 55215/ 586

1/ 1Includes stock drawdown.
2/ A1l data estimated.

3/ Actual consumptilon probably higher owing to inventory draw
down. .

4/ Monnet Plan estimated reguirement is 87 million tons; this is
reducerd 'by 7 million on presumption that Monnet Plan and
other European economic plaons together create excess indus-~

« trial capacity, a matter which might ultimately be reconciled
by the Conference for FEuropean Economic Recovery.

o
o~

Estimated,

&6/ DNetherlands could get an additional 1 million tons of coal
from U,3. 1f her dollar resources were adequate.
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l/ Includes German Silesia. Figures for 1929 and 1937 estimated.

8/ Retention of coal could be reduced by 6 million tons if
transport were avallable.

2/ Covers Dehmark, Sweden, Norway and Finland

10/ Spoin and Portugal .

;l/ Greece,vBulgaria, Roumania, Hungary and Yugoslavia

12/ Austria, Ireland, Switzerland

13/ European production in 1947 estimated at 454 of which 8
million from Poland 1ls destined for USSR, leaving 446 for

Lurope. U.S. exports estimated at 36 million, giving
Europe availability of 482 million tons.

14/ Turopean production equals 480 less 8 million to USSR plus
38 to 43 million from USA

15/ Buropean production equals 529 less 5 million to USSR plus
25-30 from USA. Country breakdown for 1948 and 1949 not

glven as it woul® involve too many assumptions regarding
the distribution of coal imports,
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Table 4, U.K.: Probable'proﬂuction and Exports of Coal,
1946-1951 ‘
Production Exportsl/ Consulnption2/
‘ (millions of metric tons) -
1929 263 79 184
1937 244 52 ' 192
1946 189 3. 4 198 3/
Lok 198 » 0 198 4/
1943 210 0 210 .
1949 220 0 ' 220
1950 230 5 225 5/
1951 230 5 225 5/

1/ Ixcluding overseas bunkers

2/ Current requirements estimated at 220 million tons,
Requirements in 1951 at 225 million tons

3/ Accomplished by drawdown of stocks

4/ 0f which only about 190 will be available forp
consumption owing to nesed to augment stocks. UK will
have imported about 1 million tons US coal by end of
1947,

5/ Includes 5-8 million tons Tor overseas bunkers,
leaving about 220 million for internsl use.
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Tabl

e 5. Germany: Probdble production and Exports of Coal ;/

1946-1951
Available for
Production - Exports : internal con-
(millions of Metric tons) sumption 2/

135 ©NA 3/ 136

141 28 127 4/

55 12 43 5/

70 10 - o 60

85 ‘ 14 : !

100 16 84

125 20 . 105

132 27 ' 105

Present rump Germany excluding Saar.

Rump Germany excluﬂlng Saar consumed about 127 million
tons of hard coal in 1937. New level of industry decisions
will probably require about 105 million tons, 83% of 1937
consumption., It 1s assumed that Germany will retaln a
major portion of rising coal output, that she will retain
her full requilrement by 1950 and Lhat thereafter incre-
ments in output will redound largely to the benefit of

the rest of Europe.

Consumption fata are rough estimates as data on movement
of coal from Silesian fields to rest of Germany are not
available.

Probably between 22-25 million tons.

Production less exports are lower than this figure because
part of Silesian coal proﬁuctlon Wwog consumer in Germany.

Available from current proﬁucbion Actual consumption
wasg probably higher owing to Araw-down of stocks.
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Table 6. Poland: Probable production and Exports of Coal s
1946-1951

- Available for In-
Year Production ternal Consumption "Exports

Total USSR Other

(millions of metric tons)

1937 66 43 234/ NA NA
1946 Y7 32 15 10 5
1947 57 tog/ 17 8 9
1948 62 38 2l 8 163/
1949 - 68 38 30 5 25
1950 73 ko 35 0 33
1951 77 %0 Lo 0 37

1/ Including Upper and Lower Silesia

2/ Poland requires about 36 million tons and according to
Polish Mlnes Administration, is retaining 40 million OWLng
to transport shortages.

3/ Assumes considerable improvement in transport facilities at
Baltic ports. Present optimum transport capaclity for coal
is about §-10 million tons to areas other than USSR, com-
prLuing 7 to 7.5 mlllion by way of Baltic ports and
remainder by all raill movement. Delivery of port loading
equipment in time to accomplish a 91gn1chant increase in
port capaCJty by 1948 is doubtful,

4/ of which a con51ﬂerable proportion was consumerd in Germany.
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Table 7. Estimated Coal Exports available to European Coal

Importing Countries 1/ 1946-1951

Yeor From BEuropean Sources
(millions of metric tons)

LoHho ] - 19
i947 o 19
1948 32
1949 45
1950 63
1951 T4

From USA

Tot
17
36
43 70 -
30 70 ~
12 70 -
1 T -

al

75

;/ Assumes European Coal importing countries require 70 ~ 75

million tons of net imports.

source: See preceding tables.

Table 8. Estimated net import requirements of Traditional

European coal importing countries in 1950-1951 1/

(millions of metric tons)
' Net inport
Requirements

Country Production
Belgium-Luxembourg . 30
France 60
HNethzrlands 12
Italy 1
Scandinaviag 0
Othors 1
Total - 104

1/ Derived from preceding tables.

2/ Covers Austria, 4 million; Portugal, 2; Ireland, 2;

Switzerland, 3; Greece, 1.
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80
16
14
20
13
176

Total
Requirements

33

w

20
12 2/
72
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Table 9. Bstimated doller cost for U.S. coal, C.I.F., 1947-51

: 2
(1) (2) (3) () , (5) () (7 (&) =

) U.S. Ccal (Coal FCB Cost FOR Ocean freight Tonnage carried Zst. freight Total doller Av. doller R

Mu Exports Pier 1f Pier per ton 2/ on U.S. fleag cost cost cost per tom g

= (1) = (2) vessels 3 1) = (5) (3) »lus (6) &
o)

© . ]

S 1947 36 $10.004/  $360.0 $10.00 27 $270 $630 - $17.33

Q 1948 38-L3 9.75-10.00 370.0-430.0 10.50-11.50 26-31 273-356 £h3-786 16.92-18.28

o 1945 25-30 9.00-9.25  225.0-277.0 8.50-9.00 11-16 , g3-14) 318-U21 12.72-14,03

8195 7-12 8.00-8.00 56.0-96.0 8.00-8.25 2.5 16-b1 72-137 10.29-11.58

Mm 1951 0O-1 1.75 0-07.8 —— 0 0 0-2 7.75

3 :

S 106-122 1011-1170.8 £52--811 1£63-1982

o

~

o

num\ Assumes full employment in US and conseaquent hizh level of internal cosl consumption. Price fob piér is also

mm assumed to vsry .directly with foreign demand. !
[en}

— —t

num% Assumed to vary directly with foreign demand for coal. Differences in rates %o verious destinations are 1

o

&

Approved For Release 1999/09/16

smoothed over.

. . . . s 3 N .
Approximately 75% of coal carried in US vessels in 1947 and § willicn tons ¢
Foreign flag tonnage assumed to incresse in coming years so thsi tonnage carr

arried in foreign flag vessels.
i

ed by US flag vessels will be
residual except for statutory requirement that coal bought with Ixim-bark funds be carried in US vessels,

h
o

{1

Price of US ccal aver

$9.50.

ages about $10,50-$11.00 since new wage contract. Pre-contract Wwwom averaged sbout

ENTIAL
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Table 10. Dollar costs to Europe of Polish and German Coal Txwerts, 1947-51

(1) (2) (3) (%) (5) (€) (7
Av, price Assuned price  German Coal Dollar cost Polish Coal Polish Exports Dollar cost of
US coal per Furopean Tx- Ixports 2/ of Gernan Exports 2f at 1/3 of 5 3/ Polisk Coal
ton 1/ port coal Ixports (6) x (1)
(2) = (3)

1947 $17.00 $17.00 10 $100-115 4/ 9 3 2/ $ 51

1948 17.00-18.00 17.50 4 : 2l5 16 5 &7

1949  13.00-1%.00 13.50 16 216 25 g 108

1950 10.00-12.00 11.00 20 220 33 11 121

1951 7.75 10.00 27 - 270" 37 12 120

Tctal 1051-1066 hg7

Total Dollar Costs

Country 19h7 1948 1949 1550 1951 Total
UsA $630 $643-786 318421l 472-137 s0-g  $1663-1982
Germany 100-115 25 216 220 270 10511065
Poland 51 g7 108 121 120° Lg7

Total 781796 975-1118 Elho-Tu45 h13-L78 350-398 3201-3535

1/

R

&

‘the coal importing country, the ultimate cos

CIF Burope

Millions of metric tons

Assumes, as does ECO/GPC/16, that one-third of Polish coal exports will be paid for in dollsrs. Polish coal
is now selling for between $14-18 per ton at Polish border; BCO estimate of $10 per ton for Polish coal appesrs low,

Current German export price is about $10 per ton. If no incresse occurs, then cost to importing countries is estimated

at 100 million dollers. If price is raised to $15.00 ther cost ig estimsted st 115 million dollars. It is assumed

that the price of German export coal will be raised in subsequent years in line with the policy of making Germany

ray for its occupation, at least on the books. While this may simply shift the proximete incidence of cost from the U.S. to

t in any case may be borne by the US, except tc the ex

,+ ttent — probably, indeterninate——
that the cost tc Buropean immworters is defrayed by US credits which are repaid.
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APPENDIX "F"

Report of Working Group on Economic Aid to Special

Ad Hoc Committee

The World Dry-Cargo Shipping Situation 1947-49
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SUMMARY

>

The Situation in 1947

The world's maritime Ary-cargo fleet in January 1647
approximates 72 million deadweight tons (d.w.t.) as comparéﬁ
with 64 million A,w.t. in 1939. However, the present active
fleet is somewhat smaller than the 60 million tons operating
in 1939 an? 1s being calle” upon to transport over longer routeé
more than the 200 million tons per year of prewar traffic.
These factors, combined with a high percentage of ‘war-built
tonnage, port congestion, shortages of skilled labor, and
reduced efflciency of unéerfeﬁ, unskilled labor at ports
abroad have lo#ereﬂ the number of tons of cargo carried an-
nually per d.w.t. of vessels in the postwar fleet and have
produced a worldwide tightness of supply. This tightness 1is
attested by the high level of current shipping rates anA
large maritime construction prbgrams in progress in many
countries of the world.

The most serious aspects of the shipping problem,
however, do not arise primarily from any general shortage of
cargo space but rather from the changes in Aistribution of
vessel ownership among the maritime nations of the world.

The US fleet has risen from 11.6 percent of the world total
in 1939 to almost 50 percent in January 1947, and the absolute
and relative tonnage of almost all the European countries has
declined at a time when their nee® for increased foreign
exchange 1s vital to reconstruction and rehabilitation. TFor
example, before the war net eiohange receipts from ship--
ping equalled 36.5 percent of forelgn exchange receipts from
exports of Aomestic products for Norway, 24.1 percent for
Greece, 13.4 percent for the Uniten Kingdom; 9.2 percent for
the Netherlands, 7.1 percent .for Demmark, and an undetermined
but significant amount for Italy. The loss of this source

of income and foreign exchange at a time when the need to

’
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import by sea is relatively far greater, the price of foreign
’(i.e., Us) shipping far higher, and the alternative means

for payment fewer than before the war has been s matter of
major concern to many European countries. To build their
fleets back up to 1939 levels they have attempter with limited
and delayed success to puréhase war-bullt US vessels and have
embarked on great national constructlon programs which absorb
resources baéic to other phases of the economy and are in=
short supply. The time required for new construction also
negates its effectiveness as a solution to the lmmediate relief
problem. Expeﬂitious>ﬁispoaal of the US govermment-owned fleet,
of which 12 million ﬁ.w:t. are currently inactive, could con-
tribute very significantly to eliminating the general tightness
of shipping space an® correcting dislocations arising from an

abnormal distribution of tonnage among the other nations.

The Situation in 1949

By the en” of 1949 the world Ary-cargo fleet is expected to
reach over 79 million A,w.t. of which 65-70 million A,w.t. will
probably be active, Traffic is estiméteﬁ to reach at least
240 million tons, New construction and transfers to foreign
registry of_vessels now under the American flag are expected to
have relieved the current general tightness of supplj by 1949
and to have alleviated considerably the dislocations arising
from the present abnormal Aistribution of ownership. The United
Kingdom, Norway, France, Netherlands, Sweden, Derimark, and
Belgium will all have fleets larger than their 1939 fleets,
although their proportion of the total world tonnage will in
some cases be a little smaller than before. the war. Prospects
for réstoration of the Greek and Italian fleets appear much
less favorable both in absolute tonnage and in relation to the
world total. In view of the importance of shipping to the peace-
time economies of Greece and Italy, these éhortages will affect

their ability to pay for necessary imports.
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Between January 1947 and December 1949 the United States
fleet is expected to have declined by about 10 million tons to
a total of 25.2 million tons. A significant amount of the US
‘fleet in 1949 will in inactive, but the tonnage in operation isg
expected to be much larger than before the war. The extent of
‘American particiﬁétion in the international Ary-cargo maritime
shipping picture with worla trade and foreign fleets at the
levels anticipated above will depend upon the extent of improve-
ments in operating conditions at ports and the extent to which
commodity ﬁovements resume more normal patterns by 1949. Changes
in thesQ factors woulfd permit the European fleets to carry a
greater tonhage of international trade through reduction of turn-
around time and decreases 1in average hauls. Barring greatly
ihsreaséd subsidies to American operators, the American merchant
marine, whose costs are much higher than those of . its competitors,
can be expected in 1949 to retain primarily only such traffic
as cannot be carried by forelgn fleets. Since world seaborne
trade in 1949 will be at levels necessitating substantial
Americaﬂ participation, the level of world maritime rates is
expected to be higher than in the prewar period in order to
cover. the high costs of the American operators. The economic
dislocations from high rate levels will be réﬁuceﬁ petween 1947
and 1949, however, since the income produced by the rates will
be more normally distributed among the marifime nations of the

world.
L. INTRODUCTION

The purpose of thls paper is to assess the probable size
of'the world's dry-cargo maritime fleet relative to the anti-
cipated demand forvshipping services 1n order to point out the
problems in this field which bear on the ability of the United
States to participate in large—scalé programs of ald to foreign
countries. Conslderation must be gilven not only to the total

supply of shipping service but also to the distribution of

ant
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vessels among the maritime nations of the world. The ownership
rattern is particularly important today because the extreme
shortage of foreign exchange, especially US dollars, in many
countries limits the use of ships of foreign registry angd
because the maritime industry normally makes a significant
contribution to the national product of & number of countries.
In peacetime, the worla ippply of shipplng space represents
a mobile international pool moving to all areas of the world
in an effort to maximize the return of owners.t An analysis of
the current shipping situation and its development 1in the next
few years of large relilef, rehabllitation, énﬂ_reconstruction
brograms necessitates, therefore, a conclusion in regard to the
probable size of this pool, its‘ﬁistribution amoné nations, and:
its ability to meet the world's demand for shipping service.
There is little Adoubt that at present the total supply of
maritime dry-cargo vessels in operation is quite limited. To
detailed quantitative anaiysis of the shortage is possible but
there 1s ample evidence of 1its existence. Forelgn shipyards are
very active, subject to limitations imposed by shortages of
materials, and there are substantial applications on file with
the US Maritime Commission for purchase of war-built American
vessels by foreign govermments and private operators. In addi-
tion, the level of ocean freight rates now prevalling confirms
the tightness in the supply of operating vessels. The extent
of -the shortage may be exaggerated by the wish of many govern-
ments to expand their merchant marines fobr security reasons and
in order to.;aintain "empire" unity, combined with the general
desire of each nation to carry at least a substantial part of
its foreign commerce in natiqnal‘bottoms, but these factors do

not change the gencral pilcture appreciably.

1. Although there Is greater flexibility in tramp operations,
liners ultimately respond similarily, but because of
international agreements and conferences, shifts in area
of operations are generally slower. The regulations of
national governments also frequently interfere with operat-
ing flex1b111ty
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Table 1. DISTRIBUTION OF THE WORLD'S DRY-CARGO
MARITIME FLEET -- 1939 and 1947

Deadweight tonnage Percent of Worls Total
(In thousands)
January September Change

Country 1947 1939 1039-1947 1947 1939
World Total 71,921 63,769 + 8,152 100.0 100.0
Eurcpe 27,613 46,045 -18,432 38.5 7.2
Belgium 272 393 - l21 St .6
Denmark 928 1,411 - 483 1.3 2.2
Finland : 350 815 - k65 .5 1.3
‘France 1,627 2,540 - 913 2.3 4,0
Germany 200 . 4,278 - 4,078 .3 6.7
Greece 1,043 2,741 - 1,698 1.4 4.3
Italy 683 5,328 - 4,645 ;9 8.4
Netherlands 1,922 2,685 - 763 2.7 k.2
Norway 2,345 3,800 - 1,455 3.3 6.0
Portugal 353 253 4 100 .5 A
Spain 1,001 955 4 136 1.5 1.5
Sweden 1,781 1,776 + 5 2.5 2.8
United Kingdom 14,456 17,562 -~ 3,106 20.1 27.5
Yugoslavia 221 604 - 383 .3 .9
Other 341 904 - 563 B 1.4
United States 35,050 7,424 + 27,626 48,7 11.6
Other 9,258 10,300 - 1,042 12.8 16,2

Source: Based on data from the US Maritime Commission.
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Since the world's active dry-cargo maritime fleet today,
although smaller than in 1939, is belng .called upon to carry a
heavier volumé of tonnage over a longer average haul between
congested ports, a tightness in the supply of active cargo space
exlsts throughout the world. This tightness 1s attested by the‘
high level of currvent shipping ratesl and the large volume of
maritime construction being planned or already in progress in
many countries of the worls.

The most serious aspects of the shipping problem do not
arise primdrily from a genéral.shortage of cargo gpace but rather
from changes since 1939 in the dlstribution of vessel ownership
among the maritime nations. Table 2 shows the vercentage of
world dry-cargo tonnage registered in the United States and each
of the principal European maritime countries for the years 1939
and ;947. The American fleet increased from 11.6 rercent of the
world total in September 1939 to 48,7 percent in January 1947
while the European;nations have all suffered losses., The
gignificance of particular declines in tonnage varies in accord-
ance with the contribution made by the shipping industry to
national income and with its importance as a source of forelgn
exchange; the latest aveilable measurements of these relation-
ships, made by the Department of Commerce for 1937, are éontained-
in Table 3. -Reducend participation in the international carrying
trade has particularly adverse consequences today for countries
like Norway, Greece, Italy, Netherlands, Demmark, and the United
Kingdom that must import heavily to reconstruct and rehablilitate
thelr economies, The loss of a'significant part of this source
of income and foreign exchange in the postwar period, when the
need to import by sea is far gfeater, the price of foreign
(i.8., US) shipping far higher, and the alternative means for
peyment fewer than before the war has been a matter of great

concern to most of the maritime nations.

1. .Although the current Ievel of rates is partially attributable
to higher operating costs, a substantial portion of the
increase in rates since 1939 is the result of the pressure
of demand on supply.
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A number of European countries have embarked on great ship-~
‘bullding programs, the unofficial alms of which are approximate
restoration of the 1939 tonnage during thé next five years.
During 1947 new vessels added to BEuropean fleets may exceed 1.5
million d.w.t. In new construction estimated for_l947 Great
Britain leads the way with about 800,000 d.w.t., Followed by
France and Norway, edch with an estimated 200,000 d.w.t. The
.bulg of the remaining European construction is completed by
Sweden with 100,000; Netherlands with 83,000; Italy with 68,000;
Demmairk with 50,000; and Belgium_with 20,000 d.w.t." Subject to
some limitations imposed by shortages of material, equipment,
and skilled labor, maritime construction is proceeding rapidly
in some countries, but the time required to complete vessels now
under way negates the effectiveness of new construction as a
solutilon to the pressing need for relief this year. Furthermore,
shipbuilding’requires large amounts of such scarce resources as
steel and lumber which are basic to reconstruction of other vital
phases of the economies. |

In addition to new building many countries have applied to
the US Maritime Commisslon for purchase of war-built American
vessels, These applicatlons covered 5.6 million d,w.t.1 on
March 31, 1947. To Aate the sale and transfer of US government-
owned ships to foreigners has proceeded rather slowly. Thg
Maritime Commission appears to favor chartering vessels to
American operators rather than selling to purchasers abroad.

The high profits and extremely low risk to private operators
under prevalling charters from the US Govermment, which are
terminable under 15 days notlice, has greatly swollen the active
fleet under the American flag and reduced the amount roadiiy
usable tonnage available for purchase by other countries. There
are, however; 1,200 dry-cargo government-owned vessels totalling

12,000,000 d.w.t. now laid-up. These include about 500 Liberty

1. Of this total, 3.7 million d.w.t., or about two thirds, were
under applications from Ruropean countries.
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ships and about 400 other cargo vessels cgnverteﬁ for military
use, Lstimates for bringing the Liberties into use range from
$75,000 pef ship upwards and are somewhat higher for vessels of
the latter category. BExpeditious ﬂisposa; of the government~
owned fleet could contribute very significantly to eliminating
the general tightness in the supply of shipping space and correc-
ting dislocations arising from the abnormal Alstribution of

tonnage among the various nations.
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Table 2. CHANGE IN PERCENTAGES OF THE WORLD DRY~CARGO
MARTTIME DEADWEIGHT TONNAGE REGISTERED IN THE UNITED STATES
AND THE PRINCIPAL EUROPEAN MARITIME NATIONS

1939 and 1947

Country 1947 1939
Belgium 0.4 0.5
Denmarik 1.3 2.2
France 2.3 .o
Germany 0.3 6.7
Greece. 1.4 4.3
Italy 1.0 8.4
Netherlands 2.7 h,2
Norwoy 3.3 6.0
Sweden 2.5 2,8
United Kingdom 20.1 27.5
United States 48,7 11.6

Source: Based on da ata from the US Maritime Commission.
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Table 3. IN'ERNATIONAL SHIPPING AS A SOURCE OF NATIONAL. INCOME
AND FOREIGN EXCHANGE IN THE PRINCIPAL REUROPEAN
MARITIME NATIONS - 1937

i

- Income from shipping Ratio of net
as percentage of exchange receipts
total national from shipping as a

income percentage of

exchange receipts
from exports of

Country . ) domegtic products
Denmark 2.5 7.1
France 0.5 4,0
Germany 0.3 3.7
Grecce n.a. 24,1
Netherlands 2.4 9.2
Norway 11.2 36.5
Sweden 1.1 5.9
United Kingdom 1.3 13.4

NOTE: Includes income from all types of international shipping.
Separate estimates for Ary cargo are not available. No data
arc available on these 1tems for Italy. '

Source: Article by J. 8. Smith, "World Income from Shipping",
Forelgn Commerce Weekly, US Department of Commerce, April 29,
1ohL,

s it
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III. .THE WORLD SUPPLY OF AND: DEMAND FOR DRY-CARGO
OCEAN SHIPPING IN 1949

By the end of 1949 the world fleet as showh in Table 4 is
expected to reach 79.3 million A.w.t., an increase of 10.3
bercent over 1947 and 24%.3 percent over 1939. Of this total fleet
an estimated 65-70 million d.w.t. will probably be in actlve ser-
ﬁioo to handle the 240 mlllion tons of cargo anticipated as the
approximate minimum level of international dry cargo ocean borne
tradé by 1950.l

New construction during 1948 and 1949, as shown in Table 4,
is»expeoted to reach slightly over 5.0 million 4.w.%. for Europe
and abo?t 0.6 million A.w.t. in the rest of the world, excluding
the United States, for which no goal has yet been officially
established, but whose dry cargo building should be relatively
small. Transfers of vessels now under the American flag to for-
eign registry by the end of 1949 are expected to exceed 5.6 mill-
ilon tons., Total increéses in the world fleet not under the
American flag during the period from the mlddle of 1947 to the
end of 1949 thus approximate 17.2 million Ad,w.t., of which 77.6
percent is dpcounteﬂ for by REuropean countries. Not ail of this
tonnage is expected to constitute a net addition to the active
fleet, but it should be sufficient to eliminate the general
tightness in supply of cargo space, particularly if trade moves
in nore normal‘patterns, thereby reducing the amount of shipping
employedvin moving large quantities of bulk commodities from the
US to Europe.

The most sigﬁificant aspect of the tonnage increase in FRuro-
pean fleets by 1949 will be. its alleviation of the current
dislocations arising froﬁ abnormal distribution of ownership.
Table 4 shows that the United Kingdom, Norway, France, Netherlands,
Sweden, Denmark, and Belgium will all.have fleets larger than in
1939, although thelr proportion of the total world tonnage Wili
in somc cases be a little smaller than before the war. Prospects
for restoration of the Greek and Italian fleets appear much less

favorable both in absolute tonnage and in relation to the world.

1. DEstimated by the Meritime Commission and referred to in this
report as a minimum figure since it does not give weight to
the possibility of inecreased American aild to foreign countries.
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total. In view of the importance of shipping to the peace time
economies of the latter two countries, a reduced fleet will affect
thelr ability to pay for necessary imports,

By the end of 1949 the American fleet is expected to have
_declined by almost 10 million A,w.t. to a total of about 25.2
million d.w.t. Although a iarge amount of this tonnoge will
probably be inactive, the tonnage in operation is expeceted to be
nuch larger than before the war. The extent of American partici~
pation in international dry-cargo ocean shipping if world trade
and fpreign fieets are at the levels entlcipated above will
depend upon the extent to which there are improvements in
operating conditions at ports and the extent to which seaborne
trade opproaches prewar.patterng. Barring greatly increased
subsidles to American operators, the US.merchant marine, whose
costs have for many years been much higher than those of itg
competitors, can be expected in 1949 to retain primerily only
such traffic as cannot be carried by forelgn fleets. Since world
seaborne fry-cargo traffic in 1949 will be at levels necessitating
substantial Americen parficipation, the level of world maritime
rates can be expected to remain hilgher thdn in the prewar period
in order to cover the high costs/of American operators, However,
with the world fleet more normally Aistributed by 1949, the
economic dislocations from high rate levels will be less serious
than in 1947 since the income producer by the rates will be rore

widely fistributed among the maritime nations of the world,
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Table L. ESTIMATED DISTRIBUTICN OF TEE WORLD'S DRY-CARGO Koo
MARITIME DEADWEIGHT TONNAGE, 1947-4g 5 8
Tcnnage figures in thousandsg) 5 o
[STREN ¢ ]
Q=
Ssle and December 31, 1ghg = =4
Hew Con- Transfer of Tonnage <
struction US Tonnage Increase or Percentage W
1948 to Foreign Decrease of ...AUn
Umo Mw and - Cocuntries Since ) World o2}
Country 5 1g9kg 154g & 1949 Tonnase 1939 Tetal P
. ) o
World Total 73,725 5,609 5,573 79,334 15,565 100.0 <
Burope 32,274 5,009 3,729 hi,012° - 5,033 51.7 o
Belgium koo &0 - 502 4109 .b FOOTHOTES s M,W .
Denmark 1,159 220 67 L,WE 4 35 1.8 I s
W.M.MMMMQ. . WW% mmo mm 0 Wmm J WWW 3 W a. Bstimates d,mmm_& on fleets as of @« WAlm
Germeny qmoo B _ umoo M 078 ! QWHMENN.% 1, 1947 as shewn in Table 1, mmC
Crocos 1,899 - €os 2,504 B wmu,w .u m adjusted to reflect new domestic ! W*..
Ttod g 0 2 1% i N construction during 1947 and trans— S
aly s 13 23 252 1,895 3 3s Mw 2 fers and purchases from the United >
Yetherlands 2,474 230, 7 2,851 106 3.5 States. The decrease in the US =
Norway m.wmm . 625 m.om h,2k6 * kh6 5.4 fleet nmdu.wbw 1947 is woaodm&mm %
Portugal | ko3 k2 43 588 f 335 -1 for by the transfer of 3,057,000 @
Spain 1,116 5 23 1,214 * 259 1.5 d.w.t. to Furopean countries and PN
Sweden 1,894 335 gl 2,313 } ®37 2.9 e P oS o
N . 2 7 1,181,000 d.w.t. to non-Turopean 0
United Kingdom 15,359 2,400 . 1,477 19,246 /£ 1,684 2k, 3 mmmmmn b @
Tugoslavig 230 - 35 265 - 339 @
mi.mm.u. wﬁdww 3hg 22 Lo b1z - Loz W b. ¥o estimate can be made at this Drn
United States 30,812 b - 25,239 417,815 71,8 time, but new construction of (]
Other 10,639 600 1,gul 13,083 L 2,783 Mm 5 dry cargo vessels is not expected L
: to be extensive. M
Scurce: Primary data from the files of the US Maritime Commission v W
. 1
e
<



-~

Approved For Release 1999/09/16 : CIA-RDP67-00059A000400130002-1

Report of WOrking,Group on Economie Aid

to Special Ad Hoc Committee

Appendix G
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l, Introduction and Summary

This study presents, in first approximation, a projected
world steel balance for the years 1947, 1948, 1949, For indiv-
idual countries, estimates are given for productlon ¢nd con-
éumption in these years, Also shown is a "requirements" figure,
but epecific use of this last sctimate s not made in the
balances, All estimates, and especially the requirements fig-
uresg, must be concldered tentative forecasts,

It has been agsumed that world conditions during the next
three years will be favorable {Q the continued production of
steel, that there will not be widespread curtailment of demand
and consumptlion, and that minimum restrictions on trade will
prevall,

Although favorable conditiqns have been postulated -~ in
particular, that production be maintained at high levels —-
there will be insufficient steel in the next three years to
satisfy the needs and perhaps even the demands of all countries.
This means that in addition to maintaining the high level of
production over the three year period, there must also be main-
tained, both a high level of exports from the producing cogntries
and as equitable a distribution of these exports as pqssiblé.

Such a distribution will require cooperation, not only on the
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part of the exporting countries, but also on the part of the
importing countries in adjusting their demands to those of other

countries and to the amount available.

2., Production

The Production figures are based on several factors, These
factors are chiefly:

1. The normal prewar (usually 1937) output,

2. The known plant capacity and the amount of plant

‘réhabilitation necessary,
3, The amount of raw material avallable 4o a country,
4, Individual coﬁntry plans for steel production and the
. possibilities of fulfillment. |
5. The prewar world trade pattern.
6. The possibillties of increased world trade,
All flgures are in terms of steel ingots :nd castings.

For some countries, it will be noted, no production is
anticipated, Thesé are the countries where there is no produc-
tlon at the present time, where no future production is planned,
or where a projected steel industry is not erxpected to come
into production before 1950,

The future of Germany's iron and steel industry 1s based
not on technical considerations but on dscislons of policy at
the highest level. A level of 14.2 million tons cepacity and
12,2 million tons production fOr‘ﬁhe bizonal area 1g now being
discussed and it‘seems likely that agreement at approximately
these figures will be reasched, To this should be added a
production lsvel for the rest of Germany of about 800,000 tons.
Since Germany's steel production is closely tied to her coal
production, it is felt that the allowed steel production of 13

million tons will not be reachsd during the period under review,

3. Consumption
The consumption figures indicate the amount of steel which

each country is éxpected to use, based on the amounts they will

be able to produce end/or import and export, The consumption
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figures do not necessarlly represent the amount of steel a
country could use or rsquires, The consumption figures are
geared to, and dependent on, the production figures, They re-
present an approximation to the allocation of the eteesl which,
it is estimated, will actually be producéd‘in the world. In
fact, the over-all consumption figure has been kept somewhat
below (é%)’world ppdduotion figure, as a "margin of safety"
against inevifable fluctuations in production.

To estimate the consumption fipgures for the individval
countries, general consideration has been given to the following
factors: . ’

1, The normal prewar (usually 1937) spparent consumption,

2. Tréde patterns before the war and changes in that

pattern since 1937,
3, Prospective future trade patterns in the light of:
a, probablc rehabilitation and developmantal néeds.
b, ability to purchase »n the international market,
All consumption figures are in tarmé of gsteel ingnts and cast- -
ings, with mill pronducts included as ingot equivalents,
4, Requiremcnts

The requirements figures are rough indlcations of the amount
of steel a country could absorb, They are bassd on the amount
of steel a country‘cdnsumed in prewar years in the course of
normal activity, the amounte of steel that were recelved during
the war vears sdjusted by the percentage of this amount that
wag actually divertad to militéry use, and the amounts that have
been estimated for rehabilitatinn in the war-damaged arsas,
Insofar as possible, estimates of needs by the specific countries
themselves were taken as points of departure for the figures
shown, = Where information nn any one of the points indicated
above was lacking, figures were based on such general knowledge
as was at 5and. |

There ig, of courgse, concgiderable variation of the delflciencr
between consumption and réquirements for different countries.

The deficit 1s obviously much greater for the countries with
large war demage, .Thus in the case of.certain European countrics,
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the requirements figure 1s considerably higher than the con-
sumption flgure as a result of thellarge amounts nesded for re-
habilitation, 1In contrast, in the figures for several South
American countries, the consumption figures approsach closely or
meest the requirements figure;A It should élso be nnted that in
succeeding years, as rehabilitation progresses and nesds are
satisficd, the discrepancy between consumption and requirsments
is leséﬁned.

Germany's requirements are arbitrarily carried in the table
at 15 million tons which is the 1937 apparent eonsumptinn of thg
Altreich, This is arbitrary. No attempt has been made to pre-

pare a careful estimate,
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VOBLD STEEL SITUATION
1947-1948-1gu9g - ’

(In thousands of metric tons)

PRODUCTION * COFSUMPTICOK . REQUIREENT
Ingots Ingot Bouivslent : .Ingct Eyjuivalent

gy 1948 , 19kg 19h47 1948 1949 1947 1945 1949
Canada 2,700 2,750 2,800 2,700 2,750 2,800 2,700 2,750 2,800
United States 78,00 79,000 20,500 70,200 71,100 72,450 71,200 72,100 73,450
Mexico 230 300 320 620 _ 640 680 700 700 700
Cube. _— _— [ 100 110 120 100 110 120
Other Central America — —_— —_— 100 110 110 100 110 116

Total Horth & Central -

America ‘ 80,9580 22,050 83,620 73,720 74,710 76,160 74,800 75,770 77,180
Colosbia —_— —_— _— 150 155 160 160 . 160 160
Zcuador — _— . — -1y ik 14 1k 1 i3
Veneguels — _— — 120 130 156 150 170 150
Paragusy — — — 14 1L . 14 4 i 14
Uruguay — _— _— 100 1C0 110 100 100 110
Belivia — —— —_— 18 1€ 18 18 18 18
Argentina 150 180 . 200 1,200 © 1,300 1,500 1,500 1,500 1,500

Peru —— _— — 90 100 110 110 110 13
Chile 35 4o 50 170 180 190 190 190 190
Brazil 250 270 300 650 700 750 750 750 750

Total South America Y35 490 550 2,526 2,711 3,016 3,006 3,006 3,01
Austria 300 400 500 300 350 400 600 - 600 600
Belgiun-Luxerbourg 5,000 5,500 6,500 1,250 1,500 . 2,000 2,000 2,000 2,000
Czechoslovakiz 1,850 2,100 2,100 2,000 - 2,300 2,500 2,500 - 2,500 2,500
Denmark — —_ _— 350 350 350 450 450 450
Finlend 75 g5 90 250 300 350 390 - 390 390
France L,8u0 4,500 6,500 5,700 6,270 6,900 8,000 8,000 8,000
Germany 3,500 5,000 8,000 - 3,500 5,000 8,000 15,000 15,000 . 15,000
Greece — — — 100 100 - 150 150 150 150
Eungary 350 100 450 350 © o hpo * L5 560 . 560 560

L
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PRCDUCTION
Ingots Hd%g mmﬂz.pwmﬁ I 2l
1947 " 1948 1949 1947 1548 1949 1gk7 1948 1949
HEJ 1,700 2,000 2,400 1,700 2,000 2,400 3,000 3,000 3,000
Fetherlands 100 120 150 500 600 700 1,500 1,500 1,500
Torway : 30 50 70 330 350 370 100 [ele} Loo
Polsnd : . £00 1 muo 2,200 1,300 1,400 1,500 1,750 1,750 1,750
Fortugal —— — 100 100 120 150 150 150
Rumaniz . 100 So 200 150 250 300 450 bsp Uso
Spain . 650 650 £50 650 650 650 650 650 650
Sweden 1,200 1,200 1,200 1,700 1,700 1,700 1,700 ,700 1,700
Switzerlsnd nezl. negl. nesl. 200 250 300 400 uro 500
Turkey 50 100 100 275 325 325 350 350 350
United Kingdom _ 13,000 1%,000 13,000 11,000 1,000 11,000 12,500 12,500 12,500
Yugoslavig 50 75 100 100 170 200 350 350 350

Total Furcpe 34,395 38,2680 Wl po 31,805 35,345 up, 665 52,850 52,900 52,950
Union of South Africa 650 700 750 1,250 1,300° 1,350 1,300 1,300 1,350
Other, incl. Egypt, Algeris,

Tunisia, French Morocco, Belgisn

Congo, French Bouatorizl Africs,— _— _— 800 850 900 900 00 900

French West Africa, Worthern Rhodesia

Southern Rhodesia, British West Africa. .

Total Africa 650 7C0 750 2,050 2,150 2,250 2,200 2,200 2,250
Burma ’ —_— —_— — Ly 60 70 70 70 70
Chins , 30 1o 50 300 300 350 500 500 500
India 1,100 1,200 500 1,100 1,300 1,500 1,500 1,500 1,500
Indochina . —_— —_—— —_— 16 10 50 100 100 100
Japan 1,000 500 2,000 1,000 1,500 2,000 3,000 3,000 3,000
¥orea 20 30 70 20 30 50 50 "0 50

Mzlaya — _— —_— 150 150 200 250 . 250 250
Manchuriza —— — —_— — - —_ ——— —— ———
Fetherlands Eest Indies —_— _— —_— 150 250 350 Loo 100 koo

ot
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PRODUCTIONS CONSUMPTICK . REQUIREHMENTS

: Ingets Ingot Equivalent Ingot Bquivalent
-~ 1647 19lg iglg 1947 1948 1949 1947 1948 1949 -
Philippine Republic —— — ——— 120 130 140 150 - 1%0 150
Siam _— _— : _— 20 Lo 60 70 70 70
Total isia 1,150 2,870 3,620 2,815 3,770 L,770 €,090 6,090 . 6,090
Australia 1,500 1,600 1,700 1,500 1,600 1,700 1,500 1,600 1,700
Few Zezl=nd PR — —_— 350 350 350 350 350 350
U.S.S.R. 16,500 18,500 20,000 16,500 18,500 20,000 24,500 . 2L,500 2k, 500
TOTAL WORLD 136,610 144,490 184,750 131,136 139,136 150,911 165,296 165,416 168,036
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