- Approved For Release 2000/08/07__;

: L i
i A * i

v

(R A~ ‘ R ) |
* Approved For Releagg 2000/08/07/mimmmegeitiemies0400050004-1

DOC. NO. b-37 _
o COPY No. 48

'PSYCHOLO GICAL STRATEGY BOARD

Washington

EVALUATION OF THE PSYCHOLOGICAL IMPACT
OF UNITED STATES FOREIGN ECONOMIC POLICIES
AND PROGRAMS IN FRANCE

b7
W, P

c

HARNING

y , ins information dffecting the national defense of the

United States, within 1 e laws, Title 18, Sec-

tiéns 793 and 794, U.S.C., the transmission or reve ‘ ’ i

any manner to an unauthorized person is prohibited by law,
» \

N\

v
L -

i
i



PSB D-37
" February 9, 1953

PSYCHOLOGICAL STRATEGY BOARD
WASHINGTON, D, C,

EVALUATION OF THE PSYCHOLOGICAL IMPAGT OF UNITED STATES
FOREIGN ECONOMIC POLICIES AND PROGRAMS
I FRANCE

NOTE_BY_THE ACTING DIRECTOR

This paper was noted with interest by the Board at its
Seventeenth Meeting on January 15, 1953, and, subject to further
staff work; accepted as & reference document to be transmitted
to the member agencies and to the Director of Mutual Security.
Thié text represents the results of such additional staff work,

PSB D-37 is an experimental paper which the Psychological

Strategy Board may wish to keep up to date and to reissue from

time to time. Comments on this eveluation and suggestions of sub-

stentive material degerving considération for future revisions wil

T

be gratefully acknowledged by this office,

Aeting Directbr
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Memorandum of January 14, 1953

MORANDUM
T0s The Honoreble Devid X, E. Bruce, Under Secretary of State

SUBJECT: Draft "fvalustion of the Psycholbglcal Inpact of United
States Forelgn Economic Policies and Programs
in France, ' (PSB D-37)

I attach a draft of P33 D-37, bearing the above-quoted title,

for consideration and appronriate action by the Board at its
meeting on January 15, 1953. ....‘i....

This paper was developed by the PSB staff as an outgrowth

" of the parallel project 25X1B
You will recall that, following Board authorization of the U.X,
evaluation on August 14, 1952, some thought was given to
broadening that project to embrace Western Europe, 4Although that
elternative vas not adopted, I have had in mind the importance

" of U,8, economic policiesg and programs in this wider area, and I
have therefore directed that this paper on France be developed in
the staff, I it ves written
in frequent consultation with the Department of State and has
benefitted by the Department's comments.

25X1B

I present this document to the Board for its consideration
and request permission to distribute it to Interested agencies
for their information,

Director
Enclosure:
PSB D-37, déted January 14, 1953

(Identical memos. sent to: The fon. William C. Foster, Denuty Scc-
retary of Defensc and General Walter B, Smith, Director of Clh)
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PSYCHOLOGICAL STRATEGY BOARD
WASHINGTON, D. C.

EVALUATION OF THE PSYCHOLOGICAL IMPACT OF UNITED STATES FOREIGN
ECONCiIC POLICIES AND PROGRAMS IN FRANCE '

I. Statement of the Problem,

To evaluate.the psychologieal impact of the United States
foreign econdmic policies end programs in France egainst the
background of the attitudes assumed by France since World War II

towards its international responsibilities,
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II. Summery.
' 1. The ﬁnited States is for the French the symbol of the
modern economie¢ world, This wofld disturbs them, a5 manifeste-
tions of anti-Americanism indicate, but they must adjust to it
and know that they must,

2. The example of the United States in economic affairs has
a greater psychoiogical effect in France than bargain or persuasion,
both in raising the ability of the French to make the best use of
their means and in bringing about a realistic adjustment of France's
commitments to its politico-economic capabilities,

3. 1In the rearmement field the shift of emphasis from economic
to milltary aid achieved little psychdlogical gain, since their
will to rearm was already aroused by imperatives of power of
which the French were aware,. ,

4, For the purpose of fdstering economic progress, United
States exaﬁple holds more psychological promise than Ameriecan
insistence on specific reforms which encounter deeply-ingrained
economic behavior petterns and some apathy in economic affairs,

5. Although this particular psychological impact was not
deliberately sought for, U,S. aid, 5y strengthening France,
enabled it to accept a limited Germsn competition and co-
operation in the Coal and Steel Community.

6. United States exemple in the fleld of trade liberaliza-
tion might well be the most effsetive means of encouraging the
French to expose themselves to the incentives of world competi-l
tion, and thus to adjust France's economy to the requirements of

the modern world and to the naeds of the present struggle.
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III. _Approach to_the Problem, |

1, Power in internstional 1life 15 control over the will of foreign
nationé, Warfare aims at éurbing the will'of a nation's opponents, at
substituting one national will for another. 1In confrast, the main objec-

tive of.our exercise of power through foreign economic policies and
programs in the framework of the Western Alliance is'directed tovards
influencing the will and the ability of our partners to realize common
interests and responsibilities in a2 form and to an extent consonant
with U,S, interests, |

2, In thié instance the psychological impact of ecoﬂomic pol?cies
is the extent to which policies succeed in increasing that will and in
improving the psychological conditiohs of that ability, Our actions,
‘attitudes, and progrsms elicit reactions of like or dislike, create
an atmOSphére favorable or unfavorable to our aims, determine changes
in the behavior of our partners which serve or not the goals jointly
agreed upon. An evaluation of the psychological impact of economic
policies includes a judgment of these effects and of the methods used
to call them forth, such as bargain, reason, or exampls,

3+ In the case of France, the consensus of §ualified observers
is that the Freﬁéh assume today as a nation responsibiliﬁies beyond
the means which thelr individual behavior - both political and economic -
permits them to realize, Assuming that this disparity is the main
problem of France, the present study describes the psychological factors
‘responsible for the gep between intentions and capabilities and eveluates
.the role of U,3, economic policies In extenuating these factors,

4L, The approach selected here aims at stimulating thought and
not at formulating an over-all judement on either france or our policies.

The pufpose is to outline pitfslls in French-American relations and not

fto draw & balanced picfure elther of French morale or of the total

impact of our policies, Some positive aspects of the French situation

: . o ‘ Page 3 of _40 _ Pages
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are deliberately neglected since they do not play a part in the forma-
tion of the basic gap which is the concern of this paper, and since
the paper describes oﬁly the psychological and not the physicel, economic,
or strategic impact of our policies, .Within these limited terms of

reference; an emphasis on the negative is probably unavoidable,

byt SO
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1V. Introduction. yggifqéﬁgt;qns of An;i—Amgr;canisg.

1, Zven miﬁor quarreis gmong pafﬁpefs are embittered by a feeling
of betrayal, and the sﬁronger the friendship the more violent the
pent-up emotlons released by the quarrgl.v America and France share
a love for freedom,‘a cultural inheritance,band a long history of
friendship énd ﬁutual support; qu many génerations the partnership
between France aﬁd America haé been succesaful as a whole, Since the
Amarican Revolution crises have arisen at times, but thsy'have never
lastingly impeired the relation, At times some attitﬁdes of one part-
ner have been bitterly resented by the other. The GI's of the first
World War already spent too much money for the thrifty taste of the
French, Duhamel's diatribe against the "futurist" aspect of American
eivilization preceded by many years the indictment of "coca-coloniza-
tion* by Mﬁgriac, and this did not prevent French writérs from borrov-
ing the techniques of Steinbeck and Heminguay,

2, Today the French peasént may issue complaints, as all peasants
would, when his land is condemned for the construction of air bases.
The French tenant mey resent the competition of American officials
end goldiers, the French liberal may~accept gullibiy the communist
version of the Rosenberg trial, and the French politician may make
capifal out'of his protest that "he is not subservient to America'.
Although some of the U,S5, actions and some of the French protests

elicited by them create delicate problems of international relationms,

none of these problems appears insoluble on its own merits. It is

equally dangerous to exaggerate the importance of these manifestations
as it would be to neglect them, As lphg as there is no absolute evi-
dence that they reveal a pattern of deep antagonism against America,

1t ig preferable not to assume the existence of this antagonism,

Page 5 of 40 _ Pages
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3 The danger is that of creat:ng a threat which does noﬁ exist,
and, at the very least, thuéﬁgf acceptlng alluring theories of‘little
practical use, Since the manifeatétiéns of anti-Anericanism oceur at
& time when France contiﬁues to receive a large subsidy'from the ﬁhitad

‘States, it is current to explain French irritation as a manifestation

of the resentment of poor recipisnts toward rich donors, Gratitude is
& heavy burden to bear; and good deeds are hard to forgive: But such

an explanation does not lead to any practical course ofvaétion and, more-

over, it qiE}Orts the true cbjective of our aid; vhich is not to elicit

gratitude but positive results required by our own national interest.

4. Although the question of French friendshin or antagonipm towards

America should ke raised at this point, it is only incidental to a much

broader question, whlch is whether our policies - in the present case -

Qur economic policies - have contributed psychologically or not, and to

ot

what extent; to the achievement of these positlve results which we have

in mind sometimes concretely, sometimes less clearly, and which are our
international gpalé; An sttitude of friendllness on the part of the
French may sonetines help the athievement of our gqals5‘but some antago-
nism doeé not necessarily need to offend us; for one can lean only on

what resists,

5. The French attitude in ihis .common econcern - Qge ¢old vwar -

1s determined primarily by psychological characteristics often very

s

' different from those of Americens. The self-assumed resnonsibility of

the French and thelr capabilities in the cold war are determined
primarily by thase chargcteristics. It 1s in the light of these rela-
tions of ceuse and effect that we cen more clearly see what our policy
goals towafds France ére, or tend to be; énd that we can evaluate the
meésure to which‘our economic pblicies psychologically help France in

adepting 1ts conduct to the challenge which faces us both,

. Page 6 of _40_ Pages
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V. French ngcgologz and the Cold War, | :

1, American policies rest on a pragmatic approach and econonic

measures are the chosen igstrument of these policies, The French mind

rebels at pragmatism and éubordinates aconomic consi&erations to politieal
2, Thought is for the Americans a guide to action, and the proof

is preeminentiy to be tested Ly tﬁe practical consequences of the belief,

The Frepchman disassociates his thoughts from the facts. French "realism"

is more reverence for logic than care for reality. Masters at handling

ideas, able to grasp situations, and capable of pfoducing very admirable

plans, the French do not act consistently with their concepts nor are

they diligent in carrying out their plans. The anti-clerical bourgeois
used to send his wife to church and to let his daughter be educated in
a convent; the landowner mey vote communist without batting an eye;
worker and gmployer may drink together and still be class enemies; engi-
neers hate to "freéze plans* and to start production, since thelr main
Joy 1s to reach on the dréfting board the perfect theoretical solution
or, as they say, the "elegant” solution,

3, The French taste for "intellectuel liberation”, a schism

between theory and practice ~ results in some of France's greatest

spiritual achievements and also in some of its most conspi cuous material

failﬁres. It explains France's skepticism ahd its suspicions of leaders
» , KD £ 7 B R dership

and collective acﬁion. Proud of his concepts and capabla‘of admiration

for those of his neighbor, the Frenchman knows by bitter experience that
these concepte rarely stand the test of practical application. Frenchw'
men of all classes are intellectual rather then active individualists,

For them freedom to criticize is the touchstone of 1iberty.

4. Intellectual games are more enjoyable in the realm of 'quality"
than in the arena of quantitative measurements. The Ffench in general
are more at ease when they deal with political principles andvdogma than
with economic affairs.' Whenever faced by economic issues they are wont
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‘ég tranﬁfbr the debate fo the political plane and thus avoid the dire

Approved For Releakg,2000/08/7:

ﬁbcasaity of making practical decisions. In sharp contrast to American

&ttitudes, the French adopt as their basic credo that of the primacy of

political affairs.

5 In economic affalrs the individual Frenchman is limited in his

—

ambition, little conversant with the national interest, but, barring

flight of imagination, a careful manager of his patrimony., The French-
! T

‘m@n 15 a strong believef in private property and watches his narrow

#ntare§tg carefully, It is often said that ‘the heart qf the Frenchman
{s Oh‘iﬁa 1§£t, but his’pockétbook is on the right”,

bvé, .In large economic affairs American‘pragﬁatism succeeds vhen the
intellectugl reallsm of the French fails, because it relies on trial and
arror rather than logic. But when experimentation is not available for a
sucgegsfgl prosecution of a pragmatic approéch, we become more idealistic -
for Hétfer or for worse - than the skeptical French, Skgpticfsm is alien
to us, and in the absence of that quality tﬁere is little festraining

$nfluence on the development of our concepts, Frenchmen are imgatient

of any "moralistic“ and "1egallstic“ aspects of our‘policies. Their

legal tradltion is different from that of the common law, and their
&thics do not derlve from g Puritan experlence. We still hol& that

5uc¢a$5 is clgsely linked with goodness, whereas the French con31der

euch an attitude 3s.8 ggg of hypocrisy. They separate sharply mundane

inte:ests and spiritual goals, and are shocked vhen other people do not

mMeke the distinction, They are prompt to accuse us of santimoniousness
ﬁnﬁ fpreaching“?‘ They are vont to imagine dark stpatagamsvﬁehind atti-

ifuﬂéé whiqhﬁthey cannoﬁ explain.i/

As a Frenchman salo, "When you approach us with economic proposals
o think alueys that you heve political ulterior motives, and when you
‘hyroaéh ys with political proposals we think that you must have some
~§eonomie goal in min&" While we expect the French to behave as Ameri-
gang, the Frenchmen expect Americans to behave s1multaneously as Ameri-
fﬁa&m ,and a9 Frembmen; : :

| sorpatd! Page 8 of ,_4__5; ﬁages
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‘\3 1, Tﬁe intellectual individualism of the Freuch precludes definite
class attitudeﬁ among the French population, or national Prench attitudes
vuniverselly endorsed There exists, however, average national a%tltudes
toward the problems of power, of the cold war, and of economic progress

which derive’from the traits of French character previously analyzed.

A, Ihe Frer oncept of Power and the Cold War.
8, The brench concqpt of pover is deeply rooted in hietory, drawn

mainlJ from past experience, it is comprehensive but somewhat rigid

Eg,gghmgn_gi_g;;__ggggee inst;nctive*y evaluate the povier. of tions

: primarily in terme of historical development, strategic position, mili-

tary strength; and cultural and spiritual influence. 'The role of scon-

omic reeourcea comes 1estq and for that reason the claims of France to

be still a great power is not a pretense, but the undisputed conviction
of a lerge number of Frenchman. The French rationalize this paradox
with great ease. They emohasize their spiritual achievements and con-

S

sider tnem as more important ‘than thelr material losses. They rely

: impllcitly on vhat thev consider the debt owed them by the free morld
for havinb been early in the front line against totalltarianlem. mhey

ere extremely conscious of the value of their strategic nosition in the

g

’ preSent world, and of an American preference for French rather then Ger-

man 1eadersh10 in Eurone, Nationalism ioj if anything, 1ncreas$gg;£§

today's France, The feelinv of being & "poor relation” of the United

" Stgtes is lees acute in F;'ance than in the United Ki*zgdom. Persuaded

thet the 0.8, is as dependent on France as France is dependent on the

. U, 209 France feels strong enough to be a "coordinate" rather thgg

"aubordinnte" member &tbe westem gomplex of nations.

9,’ This hlstoricel Qongegp of pover clarifies France's attitude
ds. the scld
hgifrevealéd4 The memories of many German invasions are stlll _the

tow Fa Ihe main threat remains that which Pﬁ$t exPerience

Page 9 of 40~ Pages
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‘determining factg; There 15 atggparal tendancy to rat*cnalize the

Russian threat in terms of preoccupation with Germany. The French point

w——

_out the possibility of a dread renewal of the Rapallo Agreement and of
‘the Russian-German alliance of 1939. They feel that a close understanding

with Germany might entanele them in a German-struggle with Russia over

the lost Eagt German grovin 235 or, conversely, that Rusaia might start
a war to prevent German rearmament Since the Versailles Peace Confer-
ence, the French hava continuously warned the other Allles against the
danger of Germanyfs revival, and they are loath to recognize their part
in past reﬁvala of Ge;-mgn ag_gressivenéss._ . |

10, 1If Gefmany is for the Frﬂnch thé main thréat to their pover,

I
the Prench Union and the pro ectorates remaiq the main peychclogical

 ——

buttress of their world nosition, The French Empire is at present a drain

on French resources, but nationalism grovs when French power gbbs and
attachment to the oversess dependencies is not in proportion to the yield

but in proportion to the cost, The French acquired thelr Empire more or

'less against the wishes of the majority, by %he efforts of a few strong-

willed milita;y men liké Gallleni and Lyauteg, vhose motivation, conscious
or not, was to secure a reserﬁoir of manpower‘to bolste# France in a
European war, The present concent of tﬁe Emp;re derives from this narrow
military precccupation, but it transcends it., It is not so much the
potential benefit of o&erseas territories, byt the liability itself which
be#omes an integral part of ﬁhe French concept of power, of a patrimony

of prestiga which France cannot renounea. Qging its self-resgsctd
11, These preoccupations with Germany and vith the Empire deter-

mine the French position towards the external threat of communism, France

N

fights the Viet Minh not only to contain communism but to maintein the .

integrity of the French Union. 'France rearmg in Eurcope not only to deter

{
a Soviet aggr6331on but to ke@p a power edge over GermanJ. However, the

3
versatility of French attitudes toward communism should not mislead us,
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“‘Higgggggge makes common gause with Moscow, but many

~§dherents begln to vacillate when the PCF agks for a pledge of non-
gesistange to the Red Army Some intellect al neutralists hope to ward
fo the chﬁlict by incantations, but they jxert liffie influence on
public opinion. Others still dream of & thifd fo;ce sble ﬁo etrike a
balance between the Unlted States and Ruas; » but few are convinced,
Qt the end of the polltical spectrum, deCaulle sometimes accuses the
Hnited States of appea51ng Russia, These opinions illustrate the French
freedon with intellectual ancepts. They ere not gg@dee for action,
12} "The French view", according to Mr, Plevenfl/ "the view of
people who llve on the Continent of Europe, is that when a big country
Qas b;g ermemepﬁe you need at least a shieldf whatever you mai thipk
Ghout the likelihood of en attack, Our duty is to bulld that shield,"
The neeessipy of "preeaﬁtions" is recognizedp but aleo that of not giving
¢ffense to Russia. The;French Governgent dops not feel that France ean
échieva its political geals outside of the Western alliance, EEEaEE?
French understagd;ng and feeli_gg of the immediate Rusgian danger are

many degrees below our own, and there is con iderable anxiety lest

tgome American miscalculation" might bring t6 them the Russian attack

,qhich we try to deter, A more acute real;§2i$onbof‘t;,ﬁvb};;ﬁ;nbgé;y

night paralyze the Frengh in thelr exposed position, The French have to

ljve fdangerously, but iﬁ is not certain that greater consciousness of
the danger would scare ﬁhem into actlon, It might throw them into des-

pair, The fect that we have not impressed the French with a stronger

ﬁ§nsé‘of urgency in thelcold‘war might not be a completely negative

factor,

1/ U,S, Newsg and World ;HEDOrt, November 23, 1952
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13, In their own relation to power the French show the same skepti-

¢lsu as in international affairs, The Anglo-Saxon concept of the State

a8 a éommanwealth s alien to them, They cannot conceive pragmatic com-

promises between freedom and authority. '"Their two—fold revo;t against
Bhglen regime absolutism, that of the Church and thet of the Tﬁrone; has
Left theﬁ without an intellectusl concept of an authority which could be
Ilveral, or of a freedom which could be constructive," Y As @ result,

the French have continued to live after the Revoiﬁtion in opposition to

the Stat Opposition‘finds its Justification in a multiplieity of doctrin
16 DuaL2s ;

end theories sugported by as many powerless political parties. The politi-

ﬁ;l struggles center alvays on ideologies, and ideologies can be skill-

Eglly menipulated by vested interests, As Robert de Jouvemel wrote: in
France "politics are the hobby of men, they are not the condition of their
1lves”, Prinéiples, political discussions, motions and resolutions are
more real things than laws and practicel issues. Polities are part of
the free-for-all of intéllectualiam; the struggle of opposed doctrines

i3 not incompatible with a certein amount of political stability, but

11 contributes to economic decadence,

14. 1In spite of Cabinet changes, French politics are showing as great

eontinuity under the Republics &s in the past, Today as yestérday they

have their center of gravity in the Radical-Socielist Party, and Padical-
Sbcialiﬂt policieé remain those of the Capetian Kings: oeggsitigg }o..the

cgntral European power in external affairs, efforts to curb large com-

binﬁtions of economic or spiritual power in internsl affalrs. In evalu-~

ating the psychological impact of our economic policies, it isynecessary

t9 give credit to the French political forces and at;itudeé no less than

R

1/ A. Siegfried: L'Ame des Pouples, pp. 64 and 65,
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N t; the acgnamic improvement resultlng from U.S, economic aid for a deciine

in the internal communlst threat,

‘ 'iS, The communists, who after the second World War had monopolized
the prestige of the Resistance, were expelled from the Government before
l@rshg;l ald vas gztendgd Yo Frauce, When the communist threat reached
ifs ciiﬁgi; #oﬁnt;rforggs arose under the leadership of deGaulie and the.
g?mmgn;ét strike‘qall of December 1947 was thwarted by the énergetic action
oi'thé Interior Ministef Jules Moch, Although commmist propeganda is
clevefly twisted fo adjﬁst to the taste of the French for ihtellectual
ﬁreedomz to their patxiotlsm, and to their attachment to private property,
such acrobatiqs make it difficult to tell vhether Frenchmen really em~

brace the party line or vote cormunist out of social protest. kThe

riturel French digassociation of tneory and practice subjects communist
imperatives to g‘éevere'test. Each revival of a direct internal threat
will call forth & coalltion of counterforces, which, barring the presence
cf the Red Army on the Fhine, is likely to prevent a cmmmuﬂst goup

_lé, Communi sm remains, however, the party of the work*néuclass,

: and retains its capabilities for sabot_ﬁ__and subversion, These capa-

bilities will be the greatest in case of a war in Burope. At the very

ipast communism absorbs in France energies which should be mobillzed for

the national interest instead of being mobilized against it, even if in-

effactively 80, as they are at present. The influence of the PCF might
"the products of

be further undermined by en impxovemant in the distribution of/labor,

but the French sttitude toward the State and the French econgmic behavior

are Sﬁill raising serious obstacles against such an imprnvement

C, Frapge's Egonggggyg;ggnation and Gap Between Commitments and Canabilitie
‘ l,l ‘The most aignlficant effects of a French lack of communlty

faeling and of the French type of internal power relations are social

‘inequalities,and Qemoralization. Peguy already noted at the beginning
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bf ﬁhe Qentury that the ambition of every Frenchman was to chegt the tax

—— — SRS

collector, The hatred of the "egents du fisc" dates back to the Monarchy
R . . ' '

eﬁd.ingregsed during theﬁGefman occupatioo, It appeared patriotic then
not to pay taxes, Taxes represent nov & high proportion of the national

iﬁcome, but the tax burden continues to bear uneveoly on the various

E;asseé. 'Taxes'oéntigué to be evaded, not necessarily'by the fich, but
by'thOSe groups who are possessed of political pover! the peaeants, the
ehopkeepers, and some professional men. An attitude which might be
balled "apariheld from the State" explalns the conspicuous failure of
' physical control on prices, rents, and food rationing, as well as the
sggerness of every citizen to forsake the common good and to secure ad-
vantggoeifromvthe common patrimony. Behind the cohfiicts of i&eologies
t@e FrenohAState,is the brey of ali classes of societ&, |
yié.‘ Lacking a serious interest in economic ;gguggi the French have

0f the nation
' permitted the: economic structure/%o develop as a means of protectlng

%éstad intereste, often not lar§ interestsi but the most oaralxzing

.for the economy since they are small numerous, and unprogre sive. Faced
RS

with the necessity of reforms under the impact of the modern world, the
French State is constltutionally incapable of cerrying out these re-

forms, No combinatiop o be.able to forn a govermment

ﬁirong enough to face the unpopularlty of major changes, Nor can the
AR

trade unions obtaln oeacefully desireble improvements in the workers'
lot ghnce their trend is to secure chapges through political action
réther'than throuéh the painstaking effort of collectiﬁe bargafniné.

; 19, The economic ghgigoom;qgs of the Prench should not hide their

virtugs; th@ir thrlft, thelr willingness to work hard, tneir ingenuity.v

3

In f&ct thﬁﬁe shortcemingq are the result of an gmbarras gg righesse, of
e:maiurity vaoired too eoon, and of & lack of incentives, Frenoe during
the nigeteenth_eeotuxy wes not fully\dependent on foreignﬁsuppiies as

ﬁ@e United Kingdom vas, nor did it have an internal frontier to develop
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a‘;{ the 1,8, had, Economc pressures f‘rom the outside could aluays be
rfﬁsisted by protectionist measures, Internal competition could always

be limited by arrangements among neighbors. Lacking large foreign re-

quirements for foreifn su

lies : the< French neglected foreign outlets,

Lacking foreign competition, and feeling 1ittle need to oompete, they

41d not develop a specific sense of national economic interest as the

British did, They bogged down in a form of ecoggww&mﬂ"

they confused with capitalism, France's economic growth was frustrated

after the industrial retolution by the individualistic qualltles of
W ;gg;;n’ craftsmen. The comparative success of France in avo:.ding
the worst effects of the great depression confirmed the illusion of self-
a‘{;ffigie\ncy! and the confidence in protective measures, Petoiz_;'s Revo-

sptdon Natlonale, with its cofporative philosophy, put the final touch
'ho 8 regtrictive economlc system more kindred to the medioval guilds of

small productive units than to the internatlonal combines or cartels to

which 1t is often compared

R0, U to the f rst World W, wer economlcall

a,a wéll as politically, France's industry vas not lagging conspicuously

beoind that of its rivals, French savings and French military pover

| were the buttress of its strength. But since then the world developed
oD en Auericen rather then a French scale, During the World Wars France
apent its substance and its credit while the new oountxies werq expand-

.‘tng am get’c,ing richer, Today France is not poor, but its exgnsion is

linited by en attachment to suporannuated methods, a fear of the future,

#4d, above ali the lack of incentives. Frange's riches cannot: be fully

uged for production, Private savings are hoarded rather than m

France s pattern of production and distribution is perhaps a bar to de-
flation bu’c it tends certainly to favor and exaggerate any ini‘lationary
trend, vhether of foreign or domestic origin, Since private initiative

lags behind times, the S’;oate‘ must have recourse to public invos;ments;
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hnt in the s;tuation of Frﬂnce, public investments are & arlmary cause
Gf ;nflatiqn, and thus increase the social inequities, the fear of the
future, and the démoraiization. France 1s not without economic virtue,
but tha virtues are dorpant,

21. Starting with a common inheritance, America and Francg have
grown apart. America is now for France the symbol of the future, a

ﬁ!ﬁ HZﬁj hich ihe:; fear Q,nd_ regent but to which they know that thez must

adjust. To the extent that manifestations of antagonism against America

conform to a pattern, they express uneasiness toward the médern economic
wrid - sometimes positively and sometimes negatively, The difficulty
of meeting the 'chailegge of this world in economic terms is pai‘ticularly

g‘éllihg to the French, who want to remain a great power at a time at

which political standing is predicated glmost exclusively on ,"'A..,

potential, Supex'ficial manifesta’clons of France's irritation should not
M
’De of great concern to us, We do not require subservience nor love,

‘but the cooperation of partners , and the French need from time to time

& verbal test of their "coordinate" rather than "subordinate" position

in the Western alliance, To & certain extent manifestations of French
petulance are a proof of improving morale, But the serious situation

@ichjquarrels between France and America reveé,l‘is the persisﬁence of

& gap between French capabilltles » limited by an anachronistic economic

behavxar and Fran t d natzonalisfic and protec-
'hionist imperatives of power, and for this reason much in e;gegg of French

tapa’bllities, While this situation was assumed to be a femporary one at

‘b{ae time at vhich the'Mgi-ahall Plan was put in effect, it apgéars now to

have iermmeﬁt characteristics and is lilely to remain for a long period

of time a matter of concern for America,
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France's compitments and France's gapabilities. Through loans or grants,

France recelves the civilian and military commodities which it needs and
which it could not agquire on its limited resources; But no amount of
8ubslidy can replace the efforts and be substituted for the will of the
tecipient, The conditions attached to the American sybsidy and the
methods used for its administration are intended to drive the beneficiar-
les fo greater production and greater productivity, as well as to\foster

4 stronger will to survive as a ﬁation, To whet extent did our aid policy
change'the French economic behavior and support the French intent to

renrm?

4, U.S.iAid,and French Recovery,

R. A view is held in some Ffench left-wing non-Communist circles
that U,S, assistence extended since the Liberation did not strengthen
but rather weskened France, If dollars had not been made available,
France, according to that theory, would have been forced info ﬁhe reforms

' aﬁd the social changes which are still overdue. As & result France would
heve now a heslthier political and social climate. Perhaps a French
goverrment able to applj rigid controls, to captivate the imagination
of its people, to cut back overseas commitments, and to renounce military
power, might have dispensed with U.S.‘assiatancg. But the proponents of
t@is theory held a false view of France's morale and capabilities after
the Liberatibn. More misery would not have made var-weery Frenchmen more
productive. The socialistic remedies applied in England - a much more
discipiined country - did not make England independent of U,S. assistance,
The abandonment of France's overseas commitments snd Frengh disarmament
wére ﬁot in.the interest of France, After an early refusal to accept

‘UﬁRRA ald, no responsible French government raiged any doubt about the
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need for an Angricen subsidy.

3. Othef non—eommunist objections against the Marshall Plan come
from specific jnterests, The farmers complain that industry is favored
at their expense, labor claims that management gets all the profits,
and the smeller industrialists pretend that too large a portion of

| apslstance goes to large steel compenies or nationalized‘enterprises.
Little conseious of the over-sll pational intereet, the French are bound
to make such complaints, which are addressed more to the French govern-
ment primarily responsible for the internal allocation qf assistance,
than to U.S, authorities. These complaints do not impair the psycho-
logical iﬁpéct of econouic assistance, The French public is ioo little
économic minded to péy much attention to the contrast, noted by some
Ffench writers, between the American advocacy of a free market econouy
and the high degree of bureaucratic planning involved in the ERP, On
the other hénd there iajno strong French interest hurt by the various
‘prOVisions of the Marshall Plen aiming at the protection of the American
sconomy, such as the 50: percent portion of bulk comodities to be carried
in U,S8, ships. The restrictions on East-West trade imposed by the Kem
ﬁnd Battle Amendments do not elicit siénificantly unfavorableAreéction
outside of communisﬁ circles, and officials did not make an issue of
these policies nor of the form in which ﬁhey were presented by the U.S;

As a whole; ERP was most favorably received byAEQe French publiec,

4, In fact the direct psychological impact of assistance is deliber-

ately limited by U,S, law, The individual Frenchmen pays for U,S. commo-

dities and services in his own money, in his own "local currency , anq,

in the case of ERP grants, the government uses this local currencz

(countarpart) in agreement with the United States, As a result only those

few Frenchmen who understand the intricacies of the sid machinery can

recognize the extent of their national obligation. The individual French-

.

men doss not have the immediate experience of owing anything to the
: : ; i e
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gnited‘States. ThlS is as it should be, since we do not expect grati—
tude:but an uplift of morale resultlng from economic improvement "Such
improvemnent, due in part to the amount of the ald, in part to the carseful

programming of the aid, and in part to the efforts of the French them-

aelves, has incressed the nation's self-reliance, It has contributed to

& decline of_ggggggg§*_;gflgg_gg and 1t hes made realneansnt. 00slbls

5. But besides the effect of the eid itself, an impact is expected

from auziliary po1icies, the objective of which is to influence French

geonomic behavior, United States economic agsistance is extended under

the condition that financial stabiligl;will be maintaihed and investment

gonducted on s sound economic basis, The guccess of these conditionms,

&s applied by our representatives, illustrates the scope and the limit

of our psychological influence,

6, In 1947 open monetary inflation was the major French problem.

The United States subsidies were in themselves anti-inflationary since
they increased the French commodity supply. But this was insufficient
to meet the pent;up demand for consumption and for fhe ambitious invest-
ment program known as the Monnet plan. Since investment was necessary
ﬁo ralse Frepch production, and since physical controls on‘consumption
are ineffective in Frence, financial controls had to be resorted to,

Current expenditures of the goverrment had to be cut, and bank credit

had to be placed under more stringent controls than in the past, The
counterpart provision of the Marshall Plan afforded to the United States
goverrment a means of conquering widespread resistance'to the most

urgent reforms, Our representatives agreed that the éounterfart would

be transferred to the jnvestment fundg

gven unpopular ones, were taken, As a consequence a ceiling on the Bank

o

of Frence advanges to tbe State, and "quantitative" credit controls were

esteblished. Although cur representatives urged the government for more
fundamental reforms, such as that of the nationalized enterprises and
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%hat of the tax system, they met with 1ittle success in these ‘fields,

7. None of the memsures which our representatives proposed were
"nows" to the French Treasury officials. These officials had lacked
previously a suff icient backing on the part of their government to sur~
mount the opposition of the interests dependent on budgetery liberalities
ﬁn&‘the free éxtension of bank credit, The mild pressure placeq on the
french'government supplied this backing with little risk of_increasing
V.S, unpopularity since the French public lacked interest in these com-
plicated matters, But the counterpart ieverage was not sufficieﬁt to
put iﬁto effect reforms which the French govermment did not want, nor
waé ii possible, in order to do so, to discontiﬁue the ddllar assistance,

8, The lizits of our influence on French gconomic behavior were

not generally recognized. The importance of the counterpart 1§verggg

ﬁas gxaggerated, and the many specialists who had a say in French affairs

tried‘tb use it for a variety of ends. By applying counterpart funds

to "real" things and productive projécts instead of manipulating them for
financial objectives, some experts hoped to hasten the process‘of
French developuent, and to promote reforms in the sociai structure,
Agricultural specialists had in view the financing‘éf an extension ser-
vice, and‘labor specialists wanted to bulld workers! homes, Other econ-
omists claimed that we bad too easily accepted the lMonnet Plan; that the
industrial development envisaged therein duplicated in some cases
facilities already existing in France or abroad and could be operated
in thé future only at the price of internal and external restrictive
practices, They thought that counterpart negotiations should invoive an
oVer~all review apd "coordination" of investment plans, There vas some
merit in all these claims, but it was not possible to listen to all of
them without dispersing our efforts, minlmizing the impact of our aid,
and incurring the reproach of "meddling" into French affairs, ’

9. In the short period of time imparted it was not possible to do
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o*e than to accent the French plans and to support the most reasonublu
French policies, We cquld not expect to discover and succeed in promot-
ing peVOlutiona:y remedies for all French failures;, In fact a tendency
to seal final’SOlutipns for the Frenech problems in e variety of fields
1ed us to keep on the job a large body of experts often unfamilidr with
French conditions and French personalities, These experts tried to
&ttack the problem of French recovery from many ahgles with little co-
ordination among their @ispersed efforts, As a result the Upiied States
gbVerhment felled to>8peak with one volce in Paris, and the French
éfficials, at first bewildered, learned quickly how to take advantage of
our eonfusion. | |

10, Our present pfoductivity campaign is a more subtle method of

1nf1uencing French behavior, It rests on an accurate estimate of France's

main edopomic teakneases, the backwardness of its industrial nethods in
many flelds, the lack of teamwork between labor and mansg gement, the
immobility of capital and labor, and the absence of competitive spirit,
The ECA productivity caﬁggign vas launched in:%?5l vhen 1t appeared that

rearmement goals and soeial improvements required something more than

¥
plain assistance to be carried out simultaneously, The aim of:the cam- 5
pedgn is two-fold, It is in the first place to bolster production and

r2duge cogts through a refornm of industrial methods, and, in the second

place, to enlist'the wofkers' interest in the fight against communism by

1etting them share in the benefits of productivity.

fil. There is wns ortunately no group of government officials ready

1o endorse the campaign, Many French businessmen are hostile to the

adoption of productivity methods and feel that their present processes,
| aé leagst in the short run, allows them & degree of independence from
interference and a profit margin'which American businessmen no longer
h@ve;! labor rpmains disillusioned by several attempts to imitate u,s,
productivity methods in the past, It remains attached to time-honored
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_ uays of doing things, 1t fears too fast a work cadence, overiork,
ﬁecanical unemployment, and suspects that in the present social context
a fair sharlng of the frults of nroductiv1ty cannot be expected.,

SR, “Trade Organizations and Labor Unlons ought to sponsor produc-
tivity methods end to bargain for the sharing of benefits within Labor-
iianagement Councils. But Trade brgaﬁizétibns ere generally the most
ﬁéfractory to éhange of all French ofganizations, and non—eomﬁunist'tabor:
Upions are either weak or little prepared to bargaln for specific economic
goals. ‘French labor 1s more anxious to obtaln the recognition of broad
.political principles regarding the sharnng of benefits than to take
practical steps to increase productivity,

13, -The great interest shown in France for the productivity idea;
the numbef éf dewspaper articles and monographs written on the subject,
ehd. the debates wbich it raised, contrast with the sporadic improvements
realized. Many workers and entrepreneurs come back from the United States
with gregt enthusiasm for the wofk and labor~relatiqn methods whieh ehey
Eﬁw. Maﬁy intelligent eomments ars mace, and some industrialists go
ahead on theirAbwn, improving with striking success methods of production,
wbrking conditione, wages, and labor relations, Iﬁcreesed emphasis'is.
nov given to U.S, and Ffencﬁ information activities promoting the U.S,
uexampleleepecially in tée eechnical field - a desirable departure from
the previous inﬁormation policy which appeared directed more at the U.S.
public and Congrese than at the French., But these efforts of the French 7

ahd of the U,S, have remained isolated, and up to now the prbductivitz

gempalgn, while appealing to the "realism” in the French mind, has made

ohly limited inroads in sccepted French economic attitudes, for educaﬁion
; W REnLEY il —

7

aannot replace incentive.
e

;aggiggon $0 Lbe Mupggg Segurity Profram,

iA, It was apparent to French observers during the pursly economlc
phases of the Marshall Plan that Europe could not remain a pover vacuum,
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atd th&ﬁ gteps would become hece#s;fy sooner or later to bdiid;up‘;gain
French armaments, It wes obvious that even before the Marshall Flan came
to iﬁs termination in 1952, and élthough France could hardly expect full
dollar viability and a level of production sufficient to £ill its civil-
18n needs by that time, an additional burden would have to be added to
the already heavy burden of investments necessary for reccvery. ihile
 the Harshall Plen was concerned solely with increasing economic produc-
tion and deliberately ebstained from supporting militery production,
. Ff&ncé and four other countries signed thebBrussels Treaty of March 17,
1248,
R 15, The United Stetes also was concerncd at an earl& date with the
ne¢e$sity of European defenss, ‘The North Atlantic Treaty was signed on

April 4, 1949, and a lutual Defense Assistance Program (MDAP) was launched

Qubt,

MPAP program inclﬁding "end items" and economic assistance for:additionalé’§*’,

before the Korean’aggression. This aggression, however, started the

Buropean defense effort in earnest., UWith 1954 as a target date, a new

military production (AMP) came into effect during the fall of 1950 and
ngw policles tended progressively to reconcile the objectives of re-
cévery and those of rearmament. In February 1951 the remaindef of the
1951 ERP progrem was lumped together with the AMP allocation, Although
the cést‘of rearmgment vas at that tine underestimated, there wes no
doubt that production and productivity needed to be considerably stepped
‘up in order to achieve at the same time both civilian and military goals,
liprecver, it vas obvious that these gozls could not be separated since
sa{eoguarding economic and sociai galns was necessary to advance basic
defense objectives. In addition, there was the problem for the United
Sfatea_of intéhsifying the developuient and the production ofkréw materials,

Th$$:§udden complications of the problem of assistance were bound to have

e

psychdlégical'rapercussioﬁs;
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16 Ag far as. F“ance is congerned, the U,S. scramble for strategic

mate ials hed a linited impect, and ‘the problems involved in the develop-

ment and sharing of materials did not greatly influence French opinion,

which is iny dimly interested in these economic matters, The psycho-

1ogica1 effect of the rearmament progran itself is more difficult to
“WWW

ey

~ﬁﬁ$éés. Th° test of a military effort is ghe battle, and statlstics,
ﬁhe only substitute in time of peace, are unsatisfactory to measure even
ﬁhe physical results of such an effort, However two criteria may be
. éﬁedi, (g)‘doés a giﬁen,military'program lead to an increment in the will
{p fight; (b) does it improve the psychological factors which condition
the orderly build-up of a defense force?
17, The psychoicgical conditions of a rearmament effort are entirely
A fferent if the prograé is conducted in time of war, in the face of an
i@mediate'and present denger, or if it is undertékén in time of peace
a3 & long-renge measure of precaution against a potential danger. 1In
ohe casé'it is nbssible to meke every factor of production serve the
ﬁrégram regard less of the impact on the living standards, and in the
other case the program can be popular only if the additional burden does
nbt reduce the economic and social gains previously achieved. In the
fulfillment of the Mutual Security Program, there was an effort to resort
ﬁo both types of approagh at once, to give alternative priorities to
mﬁlitgry reguirements aﬁd civilian objectives; As time passed, the sense
of nrgéncy J;s reduéed,rahd concern for ¢ontinued'economic well-being
.increaséd in most partiéipating coﬁntries. In certain countrles like
ﬂhe Uniﬁed Kingdom, the change in emphasis appears in full claritj.
The French scene is more confused, but one thing is obvious, The high
ammam————

gg_gq that a senge of common danger would simplify the problem of re-

' &rmament gnd militery assistance as it generally does in wartime, were
o,
dispellea

gb-u—-u
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18, A first hope wes that the mllitary assistance would heighten
the French wiII to make saoriflces, that a supply of “end«items" -
militery commodities - would bring homo to the French the urgency of the
sitgatign, that the words "military aid" had a certain maglc of their own,
thgt they would orlent French efforts towards rearmament. This was over-
estimating the power of words end the power of commoditles. The fact
thet pilitery oommodlties are supplied instead of general impOrfslto &
oﬁntry which suffers from a balance of payments daficifidoeo not deter-
mine the apportionment of its efforts between general economlc purposes
&ﬁﬁ armamentg. The will to rearm - as differentlatad from rearmament
itgelf - especially in the case of the French, is determined by impera-
tives of pover, and can hardly be improved by economic or verbal devices.
In fact the French will to rearm was high in 1950, but narrowly circum—
soribed by the French outlook tovard the cold war and ﬂrench economlc

c&pabilitias. The inspiration and motivation for the French rearmsment

caﬁe not from the fact or form of assistahco,‘but from exemple - the

ex?mpié of the U.8. and the impending example of Germany. It was felt

thht if Franoe did not déliver the hilitary contribution expected for

tho dgfense of Europe the Uhlted States would, reluctantly perhaps,

turn o Germanx, France, according to the French view had & great power's
résponsibility end could not stay behind the other great powers at that

timo_qfrcrisié,"The French miné is capable of éxplaining avey the sense

of ecanomic dependence upon the United Statos, but the evidence7of an

iucroasing military lag would have revealed the loss of France's inter-

ﬁﬁ%iong; position, and this the French mind could not accepﬁ The isk

uﬁs not that France wouia at that time propose too low a contribution,
but, on the contrary, that they would propose too hlgh a contribution.
The U*S, goai should not have been to boost the French will bggﬂtggkggp
tﬁe Frenoh plans at a gggggngp;g_;@wg; of performence, The United States,

in its own eagerneos for European rearmament may have congzdered too
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‘blandly the Jules Moch proposal in 1950-51 to equip some 29 French

- divisions, a proposal which was obviously beyond French capabilities,
fPstholqgically, 1t would have been more desirable at that stage to

~dampen French enthqsiéém than to encourege it,

19, There were othsr reasons bealdes military and American domestic

jreasons for shifting the emphasis from economic to military aid in 1951,
ﬁBesides the hope of ereating a sense of urgency abroad, there was also
fthe recogn*twon that economic essistance, if not in its concept, at least
yin fact, smaclks more of charity than a contribut;on to a joint military
gaffgrtd and that such a military contribution would have & more favor-
8ble psychological effect than straight economic aid, True in the case
Anf 2 participant countrv which actually does not need economic ald, this
‘concept is at variance with the facts of psychology in a country like
 ?rance vhich remains ip an unfavorable balgnce of payments position,

It leads to a false siiuation where militery aasistancé'beﬁomes & means
of granting balance of payment assistance, Singe in Frapce inflation
was still rempant, wilitery assistance became also & means of creating

local currency invnon—inflationary ways, The pretense of a partnership

which disguises charity is unhealthy: the guarantees which surrounded

the extension of streight economic aid were abandoned wnder the false
.ﬁmpression that military aid produced s guid prro gquo autcmatically:
bame}yvan increment of-the defense effort.

'?20,‘ mhis situatiqn 1s illustrated by the counterpart provisions
of tbe 014 Economic Cooperation Act whlch, as indicated previously, were
@e&nﬁ to provent the LRP from becoming a charity program and gave to
fbe United States some leverage over French behavior, Confusion on the
natuxe of m;litary assistance as distinet from economic asslstance led
to the belief in Congress that ve would incremse the French militery
foort by using the counterpart for military purposes, In fact this
new provisign dggrives the United Stetes Government of its leverage
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without corresponding gains, The provision is now satisfied whenever
the French spend the counterpart for military production, whereas under
the old system U.S, officials could alternatively withhold or release
the gounterpart after scrutinizing the purpose of its use., This of course
does not change the psychological impact of the aid on the French public,
Blnce recipients of commodities coming from the U,S, still pay the French

government for these commodities, but 4t demages the morale of French

officials who expect under the cover of nilitary aid a free supply of

local currepcy, and are encouraged to reach further for the balance of

paymént asssistance which they need.

21, It waes théught also that a system of offshore purchases per-
nitting the Unitgd States government to acquire military commodities
8broad at the lowest cost would be favorably received by the sSuppliers
and by all participants, True, it would be possible within narrow limits
to place'military procurement on an international economic bagis, Bﬁt
in peacetime the préoccupation\of each country is to retain its mobili-
Zation base at hpme, and vested interests are powerful enough to hamper
the placing of orders sbroad. Under these conditions, the scope of off-

French government officials
ghore procurzment is limited,/lack incentives to publicize the impact
of this type of procurement on the suprlying communities, and are
encouraged to coﬁsider it as 1little more than a means of obtaining some
gdded,balance of payments support,

22, In 1950 it wes of course impossible to foresee that the Soviet

e

pressure in Turope would not suddenly increase, and plans had to be

made mainly in consideration of an immediate emergency. But regardless

of resl Russian intentions and capabilities, it has becone slowly the

eonvietion of'the European countries, including France, that this pressure

wes felenting. Under these conditions the European rearmament program

eontinues to develop in a situation in which emphasis must be > placed on

detﬂilﬁd longerwrange planning. Unfortunately, the military program,
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Originally conceived in an atmosphere of urgency, does not at the prasent
_time fulfil

psychological consequences detrimental to the accomplishmen+ of our common

and the 1nherent contradiction nroduced

goals,

23, 1In order to plan, the French need some forewarning of the amount

of gggigtance vhigh they can expect. In fact they are never in a posi-

tion to plan for more than six months in advance. WNot only aid appropria-

tﬁ@nélmgst be appfoved by Congress on & yearly basis, but the non-
evincidence of the U3, and French_fiscai yeers, and delays in the de-
Uvery of military commodities interfere or appear to interfere with
eréﬁhﬁmilitary plans, Delays in the firm allotment of economic aid and
in the delivery of civilian commodities do not affect govéfnﬁehts since
iﬁis type of transactions is undertaken by 1ndividusl impbrtérs. But when
mﬁliﬁgry aid is given in kind, a lack of coordination between the schedule

qr'déliygry and the plans of the recipient may provide endless groggg Tor

&nglaint. The advantage resulting from good cooperation on the spot
batween French and American Army officers familiar with each o%her's |
trgining, and sometimes personally acquainted has prevented a further
dlsintegration of the joint planning.

24, As e result of our anxiety to obtain commitments f?ém the French,
®e try to negotiéte as early as we can each year the total amount of their
defense expenditure corresponding to the‘total amount of essistance we

. dab give thenm, This has two unfortunate regults. In the first piace

the French gglitagz effort becomes subordinated to U,8. assistance. The

French feel that they are rearming not so much in their own interest as
in Qréar to get a larger share of our sdbsidy. In the secon& place,

Upited Sﬁatgs representatlves do not know at the time of the gggotiations

Whg:b i‘i.nai amumm,i&m " The French consider _the upper
| limit of our fjpures as a firm commitment, and are dlsappointed when
e

Gongress decides to cut the aid, French opinion, whlch cannot be familiar
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uith the intricacies of military aid negotiatlons, is sensitive to the
kind of incidents resulting from cuts, apparent or real, in the level of
s,id » and the French government is prompt to take advantage of these
incidents in order to justify a stretching out of its comm;tments.
25, At the seme time the calculations undertaken to apportion the

burden of rearmament among the NATO countries add to French preoccupation

With gomparisons - in w”ich they ca .p%own‘contributionvfavoro

§_££ Thei* mllltary budget may be smaller than the 1.5, budget even in
tﬁrms,gf national incomg, but applying the principle of progressive texa-
tlon they can argue that their share is in fact greater than ours since
'ﬁh@ir national income is smaller, Mbreover, comparing the pay of their
abld:;ers to that of American soldiers, the French cannot escape the con-

ﬁiusi¢n that their real contribution to defense is much lerger than

the;r monetary contr;bution. At the same time the picture is distgrteg
in the French migé by he ignorance in which the;,agé left regarding the

amounts of military aid supplied by the U,S., Then economic caleculations

give reason to the rrgnchﬂto_ar;ueLthemselves_intomawgosit"on of self—

aatisfaction with their present effort, at the tlme at which they are
P SRS

findzng fault with our methods of aid allotment. The combination of both

circumatancea detracts from the psychologi cal impetus present at the

beginning of the French regrmament program.
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l‘cies;and the_P ition of France as a wOrld Power.

1. The gap betveen France's commitments and France's capabillties

is still wide and may be increasing. uspec1&11y in the psychological

£1eld, our deliberate pollcles to raise French means to the level of its
solf-agsuned goels were not overly successful, The cehclueion reached
beretofore is that bargain or persuasion succeed rarely unless we find
;n.the French scene proponents of the reforms or the changes vhich ve

ée ire or unless ve are capable of setting up an example of conduct whlch
Qur position in the free world mabes irresistible,

2, If ve cannot help to raise French capabilities in the present
political and economlc conditions of France, we might reexamine the
aature of_these capabllltles in relation with the commltments which con-
front tbeﬁ, The reason why French commitments are exceusive;y costly
and mey appear Unattalneble may be that they are undertexen under “the
'peculiar imperatives of the French concept of pover and not under the

real imperatives of the present situation, Frence makes its securi@g;

goals more onerous than necessary when, teking the "nece ssary precautions"

gainst a Soviet aggressor in Europe, it wants also to keep a power edge
sver 8 reviving Germany, when pursuing an exhausting struggle in Indo-
¢hine against communism, it feils to enlist the full support of native
netionacities in 'overseas France®, when trying to revive ~economically,
io curb internal communism and to rearm, it is loath to change its in-

?eterate politlcal and economic habits, To guide France toward a more
E

- realistic eveluat;qn of its aims is a delicate problem for U,S, diplo-

magy. It is harcly consistent w1th rigid concepts of nonlnterventicn in
| ;;ggr peeple's affairs, but in the present circumstances it may be un-
‘EVOidable. Sigce no Amgr;can Strategy has beenvformulated to that effect,
ya can ‘only describe the psychoiogicel background;ip vhich it would

develop and try to discern the trends upon which American policies
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aiready appear to embark in relation to France's position in Europe and
oVergeas, carrying with them the same methods of bargaln, persuasion or

exqmple already w1tnessed

3, France feay sbothGermanmili tarism and German competition,

Ig ag& Frange needs gggp one to make Europe defenSibIP and the other

to beatir itself out of its economic complacency ‘To resolve this con-

txaéiction ig tpe main problem of European 1ntegration.

4y The goal of Europegg,;g;ggga;ignvw“,Av ten he_prean
cf the EQQnOmic Cooper at%gn Act. It inspirved the founding “of the

Organization for Buropean Economic Cocseration. Under American prodding,

‘ 'bhe OEEC played some part in various attempts to foster Huropean co-
© péraﬁion and unlty of purpose through apportioning ERP aid, prov1d1ng
8 forum for dlsgussing financial stabi*ity, devising methods for intra-"
ﬁuropean payments, and nromptlng particinating countries to 1ift quanti—
t&tive trade restrictions, None of these measursgs removed the strgctural
disequilibrium whica is uhe result and the justification of proter'tion,

' ism. In ¢act the uneven recovery of the Europsan countries, the very
fast progress of Germany after the currency reform of 1943, and the amend-
mént of‘the Qccupétion statutes, weakeresd the trade liberalization effort,
France removed 75% of its quota restrictions,.buf at the same t1me re-
aétabiished or adjusted customs duties suspended during the pre—war
per‘loé or no longer protective by reason of the depreciat,ion of the
cur:angy. Later the French government, faced by deficith in its
balance of payments} reestablished some of the quotas pvevious%y lifted,

5, The s next step toua“d Buropean unification was the establish-

-wmm
méﬁt of supr&navional organ1~ations aiming at "functional integration"
RS

the CQ&l and Steel Qommunlty of the Schuman plan and the pending European
M R

: Dgfggse community. The uchuman plan mobilizes the fear of German
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litgry power against the fear of German sconomi.c pover. Although the
idea 1s French - an element of its success - 1t could not have seen the
light if.U.S. assistance had not pfoﬁided the éapitai needed for the
dodérhization and develgnment of Franée'é coal éndbsteel facilities,

thus permitting France to face with more equanimity Germany's compe*ition. '

6. The 12 ides would not heve survived vithout U s, sqggggt England
did not want to Join and vas reluctant to see the project succeed
independently, Steps had to be taken to prevent the anl and Steal Com-
&unity from being a continustion of the old steel cartel wiéh its
ragtrictive trade featuies! It was necessar& to obtain from the partners
af the S&huma# Plan countries in the‘General Agreement on Tariffs and
Tfade the permission to remove tariffs among the six participants.' A1l
theéé steps involved complex negotiationé in which the U‘S-.had to play
& part in order to maintaln the original momentum of the idea, and in
Grder to prevent deviations. Recognition of the Communlty by the U,S,

Led to its scceptance by the Europeans. Sometimes the action of the

United States can be the most effective when it sﬁpports discreetly and

firmly specific policies proposed by the people directlz'interested:

——

7. But the establishment of supranational institutions to desl

with international problems doesn't sclve these problems automatically.
In this particular instance the FrancﬁmGerman conflict, which sﬁould
ﬁave lost g great deal of its meaning as a result of the ratification
gf the coal and steel agreementg, remains the central factor of European
disunity, as receutly shown by the disPute over the Ssar. The Schgggn

3ol 8 first steg toward
poliﬁiqal union, The pitfall is that even the limited pmoblems of

plan was & first step toward econ-)ic_unionlmiA

functional intggration raise political issues. The Communlty will elther

be paralyzed bv these issues or will have to take the 1eadershlg toward

fadiqal changes in tke structure of European soverelgnules. An attempt
is,being made nov in the latter direction, Subcommittees of the ochuman
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Plan Asgenbly have pfepéred a draft of a Buropean cohstitutione This
appéafs‘to be the most effective step glready taken for solving polit-
ivel {ssues inherent in’the‘Scouman Plan, for achieving the hilitary
goals‘of Burope and for'overcoming France's and West Germany's hesita-
tion to xatify the European Army Treaty. |

Se Economic Eg; ty is the basis of the military bulld-up in Europe.

Tbe NATO countrieg started their military drive mainly on a national
besls, Rearmament followed.somewhat the pattern of economic integration,
Eiom ﬁnilatgrallefforts to an attempt at coordination, France considers
Germany as a potentlal threat, but the milltary goals of NATC cannot be
agcompliehed Without a German contribution. The Europeao Defense Com-
munity is a compromise patterned after the Schumen Plan but too hastily
b;cught together under U.5, prompting to resolve psychologioal and
political COnflicfe deeper than those raised by economic integration,

It satisfies neither some of the French militery experts nor the French
pblitical parties. The French Assembly will request anendmente to
guarantee French freedom to withdraw from the European Army those troops
which might be needed for the defence of French overseas uerrltories.
Althpugh steps taken tovards European unity ere more smgniflcant than is
generally felt in the U.S,, EDC's full success medig&tmm&:ﬁduae@.,.

presaure of Empire needs and on a grass roots effort to_secure further

Qooperation between France and Germany,

‘ | B. "Ozergeas France"
" The Eszohologiogl content of the problems of the French over-
seas 8ependencies is excegﬁionally high. France's will to Egeéerve its

Lo ame

calQnies t:anscequ economic considerations and vested interests would

not sugceed in preserv1ng colonlal and monopollstlc ties if the dependen~
Qiesawere not, the psychologlcal buttress of French power. The attitude

af Fténoe*ikShEBects'ieidominated by spiritusl aspirations: a will for
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iqdependence which is not mbtivatad by economic interest. The attitude
af the ﬁhitgd §tates is not based only on political judgments but also
o ths sentimental memor;es of its own emancipation, Many of these
aﬁtitudeg are ambivglent, 1f offieial France shows bad grace in giving
independence to its subjgcts, it is France itself which taught them and
%11l teaches them natiopalism in its schools, Moslem and Viet Namese
1%ader§ kﬁéwAthaﬁ their economic wgli-beihg ahd even their survival may
be dependent upon France's maintaining lew and order, The U.S, is divided
bétween;iﬁgjsﬁrategicbinie¥ests in Europe, North Africa; and Indochina
which rest on dooperatioh with France, end its foar that too much support
tQ France‘s colonialism might arouse Moslem and Asiatic resentment,

is not understood by the French vho still belleva

tbAt golonial questions can be settled. by the "m&ilad fist" and suspect
-g,_.....__.—_ﬁ

u{ 322 ;ggg,gf gspirations to an economic conquest of thelr dependencies.
Né eédﬁqmic policy Béarihg on the dependent areas can ignore these psycho-
flogical factors,

10, Broadly speaking, our aconomlc policies with regard to "overseas

Franse" have adjusted themselves to French psychological attitudes,

Since ﬁh@ beginning of the Marshall Plan we extended agsistance to French

——

oversegs departments, territories, and protectorates, especlaliy North

Afrigg, only through the Prench Government itself. Public and private

U;S investments in the French dependencies were submitted to the French
vaernment for approval, The Marshall Flan subsidy was calculated in
sgch £gshion th&t the French could cover the trade deficit of their
leoniea and carry out their investment programs overseas; even if these
ptﬁg?ams involved the export of French capital. The Marshall Plan con=
Sélidated, iﬁere?ore, the fabric.of the French Empire. Our economic

pglicies were psycholog;cally correct, An attempt to bolster the econ-

aéigsicﬁ Tunisia and‘MoﬁoccQ independently from France would have raised
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an Qﬁtcry of "Mecononic imperialism" on the part of the French and
§o§sibly also on the part of the Moslems. .

11, On the other hand, the Assoclated States of Indochina receive
& serarate allocation 9? U.S. economic assistance administered by a
.3, technicai misaion, The way invwhichvthe decision vas made does
not reveal an& long-range plan on the part of the United States: funds
yers avallable for the éeneral area of China, and the Ffench'néeded them
aneough not to suépedt uiterior motives which in fac@ did not exist,
Frence recéives military end items for its forces in the Associated
8tates in Indochina, and would welcome increased U.S. milltary support
in its canmpaign against the Vietminh,

334 In spite of its respect of French sensitivity in colonial
matters and of its observance of the letter of diplomatic instruments,
Amerigg,gannot avoid ambivalence in its policies towards “Overseas
Frangg . _Obv;ously it must welcome the "valiant and continued struggie
ﬁndgriakan_by France and the Assoclated $tates in Indochina" and the
\militg;y support of 1ts bases in North Africa, since these Freﬁch poli-
¢leg are "in the fullest harmony with the aims and the ideals of the

Amlantic Community". But Americs . riﬁgtly or wrongly discerns an

increasing nationalist trend among French subjects, It wonders whether

an unstable equilibrium between French and native natlonallsm cen be
meintaired and hqw long the U.S. national interest will continue to be

gerved by French colonial policies, America's economic reasoning follows

g parallel path., lot ohly the French~led holding action in Indochina
éﬁ?észhﬁricah lives but it is also less cosﬁly in terms of dollars than
would be & ‘direct American intervention against the Viet lMinh., Further-
mcre, we hate to envisage the cost of supporting tactlca;ly our own
African baSQS, On the other hand, the waste involved in the p:esent '
&%engh golgg;gl poliéieé indirectly increases U.S. aid expenditures.

\ E&agce ;s cqmpelled or chooses not only to fight its subjacts in open
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'fé§oié§ but also to sﬁené money, maferial, and manpover in order to keep
its other subjects under”an archalc form of dominfon, Furthermore, the _the

‘ maintenance of a colonial monopoly is 1n direct contradiction with U.S,

DA

ecbn¢mic policies and noﬁ to the advantage of the natives, nor of France,
ngg_gﬁ_gg;gglxas, Some neglect of the native economy, a commércial

mﬁpcpoly enforced by differential tariff and exchange arrangements, ham-
strings Fféhce‘s economic development as well as that of ifs dependencies
and leads to patent abuses, for instance in the Vietnam's system of monetar;
exchange and transfers - a source of significant deficits for the French
Treasury. tnfluenced by the desire of not giving offense to the F;enéh on
the one hand and that of dealing with the reslities of the sifuation on

the other, American policies and the attitudes of American officlals and

éf American public opinion towards overseas France could not be always
consistent nor clear-cut,

13, In this fluid situation the psychological impact of our economic

ﬁ@licies oh both the natives and the French is of & mixed nature, ERP

did l;&tle for the masses of North, Western and Equatorial African
péopié;zybuﬁ these peoples profit indirectly from some ERP-financed de-
vélgpﬁ%ﬁis. Our qhest for strategic materials was not accompanied by
sq¢iai_iﬁprovements, ﬁut<the economic consciousness of the natives is
nét sufficiently acute to foster résentmgnt against a one-sided program,
OQI,mgrginal effort to obtain redress of infringéments on our treaty
righté in MofOCEo‘is'ﬁonsistent with our desire to spread the doctrine
aﬁdbﬁhe fact ofygquality in economic opportunity. It did not stir much
: aﬁtention on the part of the Moors, although it should benefit them in
the lqu term. %he s;gnature of trll&teral ald agreements by the
Aangiﬁied States of Ind;achin.a, as soverelgn povers, may have served to
firm ﬁp ?fenéﬁ péiibies §f granting some self-dependence to these States,
‘ End i% may have gained for America some gratitude on the part of the
Vietngmesg, not to mention the Cembodians and the Iaos. Conversely, and
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while an effort to obtain 8 quick impact at the vnllage level"
vespecially tbrough health measures and the free distribution of Japanese
gobds in Indochina sometimes disturbed French OffIClals and traders,
there gppears less reluctance today than a few years ago in French finan-
cial pifeux to acceot contributions from American prlvate capital for the
develOpment of overseas areas.

14;' Ir American atﬁltudes in overseas France often,irrltate the
Fren§ﬁ, it is again because the French are reluctent to recognize that
time marcheg on, Our interest in these areas is consistent with ouf
determinatlon that French dependencies will remaln part of the free world,

nd Uith our recognition of France's calling to carry out the free world
policies in these areas, But without presuming too much on American
kﬁbwledgé'of'éolonial problems, we doubt, with soﬁe appearance of reason,
th@t France can cerry out these Dolicies effectively if it does not give
serious thougnt to and reconsider in many cases the place it grants to
1ts sublects in the fulfillment of these policles. Neither French poli-

ﬁies nor qur own can remain immobile, Cur present aim is to avoid giving

offensé'to either the Nationalists or the French, The trend of events

may oblige us to take a more posltive attitude, and we may heve to figure
oﬁt alterna*ives to help the French out of their present impasse. An
examination of our past economic policies may give us some guidance to .
that effect, It is the inclinstion of both the French and that of the
overseas Natlonalisis to seek political solutions to their mﬁtual p&oblems,
but purely political solutions are doomed to failure 1n an atmosphere

of passion. U S, policies focussing the interest of the French and

that of the natives on concrete economic issues, hold a promlse of find-

————

ig‘ka plane where intarests can be reconciled and passions anpeased.

Mindful of the risk of assumlng excessive commitments ourselves, ve may

be eble to encourage measures of economic association between the natives
8nd the French, giving'atithe seme time concrete satisfactions to the
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f%rmer and reduclng the drain of overseas France on the econgmy of the

1atter.

‘ 6. US, Expmple

,15, in uurope and overseas the L‘,!,'v".i

rounce n_extrene nationalistic and protectlonist~ggg%gggg Since the

e
Natlonal State on the French scale, jealous to preserve all the features

of its sovereignty, cannot cope with the modern world, OEE_EE%EE%QQ_ig_a

1o inta rate France into a supra-netional organization of Europe. But
EC AN

this dqgs not §lee the Fngﬁl&l problem, and as a matter of fact objec-

tiong to France! s renunciation of its sovereignty in Europe derive from

_ ihe rgqulﬁement of ite concept of relation between metropole and
dgperdenc;es. Thls meang perhaps that the problem of France cqnnot he
Bélvgd by a top-level approach and that grass roots changes of attitude
are naeded. The strength of national feelings cannot be reduced by force,
of mﬁﬂs to d;sgppear by formal arrangenents. It can be dealt vith only
by the slow mellow’ng of the feeling itself under the influence of deep
&Qd long~term economic and cultural trends.

16 The m@;n the of the proponents of the institutional approach

raptﬁ en the ggample vhich the conduct of the U,S, can set fox pthar

ng Qna vhen it partlcipates in internaulonal institutions, 7o the ex-

‘Htﬁnt that it permits other partlcipants to scrutinize its finanges, its

milita;y plans, or its trade policies, the U, S, promot

stab;lityl stronger defense establishmsnts, and trade 11b@raliz§tion.

‘ Thﬁ idea the;ef@re is thgt the U,S, example and not the appeal of supra-
vnaiion@l ingtitutlQns is the dynamic force of the free vopld, If this
iﬂ the gese, the U,s, shoula not sybject itself lightly to cumbersome

‘prﬁéédures and renounce the advantage of flexibility. When 1t knows

whgre to lead its gg tners, it m@g_g be to its aovanuage to proceed uni-

Ilg;exal;y, Francea as we  have seen in the courge Q£ thiﬁ d;§gu§sion,
e §
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iz more résponsive to U S. example than to bargaining or rcason. it 1t is

hend, Fraﬁce shows a tendency to use international forums o obtain recog-
nition of its prestige rather than to reconcile concrete ecgna@ic issues,
8yd it minimizes in that fashion the practical usefulness of thesa organi-
zations,

17, FPrance will repain gaag%g_to contribute its true share 0, the

egotoniic and political strength of the free world unless strogg incen-

tiv?s eampel it to chang9 its grass roots econom;c behevior, These in-

céntiveg ean oply be the.comgetition of itg neichbors, especially Germany.
A

France will accent this gompetition if the United States demonstrdtes by
gggrgyn_ggagggg_thut the era of protectionism is c¢losed, The declslon

to remove our trade restrictions, to simplify our customs proceaures,

and to.repeal the "Buy American" laws would involve less risk and less

cqst then our past policies, If some of our industries are‘hurt, they

be comper and their facilities converted st & cost belgw that
of a cgntinuad indirect subsidization of our exports, European indus-
tries, esPeciaily French industries with their high costs, are not. com-
péfitqrs which’welshould dread, and our trade liberalization may start
with these commodities - especially French commodities - which compete
the least with our own.

18, In the case of France

be c9n31dered in its parrow aconomic terms. American trade liberaliza-

tion will not sclve the problem of the French dollar gap. It is the

psychological impact of wmm_mm By eradicat-
o e

ing s contradiction bet gen

getices and our declared g

fleld of intervational txade. ve wlll strengthen ¢ our mggﬁ&,ﬁhﬁi&ign;

S———

We xall veaken the French position which finds its best arguments in
the mainten&nce of American protectionism, We will give greauer force
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to the pressure of French consumers whoae very direct interest is opposed
to the-traditlona; French policy. We will encourage slso France's Euron-
ghn tféde”partners to join their pressure to our own, France cannot
renain the only protectéd country in Europe, and as soon as foreign com-
petition begins to be felt, the French economic behavior will be altered,
This competition will supply the inéentives needed for changing uneconomic
nmgthods of production and distribution and for avakening the interest of

French businessmen in foreign merkets, Since their experience is

limited, they will naturallz turn lovards their competitors for help and

the economic integration of France and Germany will be sealed in & joint

offory for thé development of foreign outlets.

19. The French proposed recently a method for a progressiv B -

_—

tion of trade restrictions in the free world, When the technical merits

‘nf the proposals have been con31dered, it might afford us a new oppor-
tﬁnity for backing French "realism" with American dynamism, conquer French
‘resisﬁance with a French idea, breask the French "guild" system, and mske
France able to face the economic problems of the modern world. Qgisgi

W take advantage of such an approach there appears little chancp for

France to reach the lovel of economic progress which gefenEe TsSUlres-

France may be willing to surrencer some features of its national sover-

eignty to internetional institutions as it did in the case of the Coal
and Steel Compunity, but such surrender will continuye to be hedged by
ex@eptions, qualifications, and escape clauses. It is only the example
of the leader of the free world which can show France how to gbandon of
its free will these tariffs and quotas which are the most powerful weapons
of natiopal sovereignty, but which in the wopld of today, where co-
operation may be more necessary for‘survival than independence, defeat
the very purpose of sovereignty itself, _
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