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CHAPTER I
ORIGINS, MOTIVES, AND CAUSES
The Marshall Plan was passed by Congress in the spring of 1948.
It was an economic program designed to aid European recovery after the
Second World War, to help alleviate hunger, and poverty, and to prevent
economic disaster. The plan, an ambitious venture in United States
foreign policy, showed America's responsiveness to European needs and
furthered her economic and political development as a world power.
It is the purpose of this paper to show the development of the
Marshall Plan from an idea formed after the March 1947 Foreign Ministers
Conference in Moscow to a substantial aid program in April 1948. Chapter
One will deal with the origins of the plan from the Moscow conference to
Secretary of State George C. Marshall's proposal of the plan at a commencement address at Harvard University on June 5, 1947. It will also
review some of the motives for the plan, for these origins cannot be
fully understood unless the motives are seen clearly.

PART I. THE MOSCOW CONFERENCE AND THE HARVARD SPEECH
The Moscow meeting of the Council of Foreign Ministers in 1947
is a logical beginning for a discussion of the early origins of the
Marshall Plan. It was here, after conferring with Stalin, that Marshall
became convinced a plan was necessary for Europe. There were tensions and
clashes in meetings with the Russians after Potsdam, and in March of 1947
the Big Four foreign ministers met in Moscow, at a conference designed to
relieve some of these tensions, particularly to settle the German question.

2
Secretary of State Marshall who attended the conference stopped on
the way to meet in Berlin with General Lucius Clay, the military governor
of the American zone in Germany, Ambassador Robert Murphy, Clay's political advisor, Benjamin Cohen, State Department legal advisor, and John
Foster Dulles, an advisor to Marshall unattached to the State Department.
They agreed that the German problem should be dealt with as it affected
1
all Europe.
Things went badly at the conference in Moscow. U. S. spokesmen
wanted more unity for Europe economically, while Russia was intent on
2
frustrating this aim. The German question was crucial at the meeting,
and the U. S. tried at the conference to support France in the interests
of European unity. At least the U. S. gained closer relations with France
to partly balance inaction on the German question.
One specific result did emerge from this conference. In April
Marshall had an interview with Stalin and became convinced that the
Soviet government was deliberately lengthening negotiations in anticipation of European economic collapse. He also concluded that Russia was
doing whatever it could to hasten this collapse.3
The Moscow Conference which ended in April, also convinced the
State Department of the seriousness of the Russian actions and the need
for policies of a larger scope. To help formulate these new policies,
Marshall decided to make George Kennan head of the newly-formed State

1
John Foster Dulles, War or Peace (New York: The Macmillan
Company, 1950), p. 102.
2
New York Times, April 19, 1947, p. 1, col. 2.
3William Mallalieu, British Reconstruction and American Policy
(New York: Scarecrow Press, 1956), p. 54.
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Department Policy Planning Staff. Said Secretary Marshall, "We faced a
choice of quitting Europe altogether or of completing the task of European
4
recovery. We had no intention of quitting."
Marshall derived several
important ideas from the conference. Not only did he believe the
U.S.S.R. to be unwilling to cooperate in the reduction of tension in
Europe, but he also came to believe that German recovery was essential
to European recovery. He also recognized the relationship between
European economic prosperity, political stability, and American
5
security.
On the plane flying back from Moscow, Marshall formulated the
idea of the Marshall Plan. Others had similar ideas at the same time,
for events were compelling leaders to think in that direction. Discussions on extensive aid were going on all over the country. Henry Wallace
suggested a ten-year reconstruction plan, and Harold Staasen wanted ten
percent of American production to be set aside for foreign aid.6 But the
Moscow Conference, says John Foster Dulles, ". . . Was, to those of us who
were there, like a streak of lightning that suddenly illumined a dark and
stormy scene. We saw as never before the magnitude of the task of saving

7

Europe for Western civilization."

The Truman administration was suddenly faced with the task of
developing a new European political and economic policy. Before the
Moscow conference, it was felt that in eighteen months or perhaps two

4Robert

H. Ferrell, ed., The American Secretaries of State and
Their Diplomacy, George C. Marshall (New York: Cooper Square Press,
1966), XV, p. 72.

5Susan Hartmann, The Marshall Plan. (Columbus, Ohio: Charles E.
Merrill, 1968), p. 31.

6

Mallalieu, 22, cit., p. 55.

7Dulles, 22. cit., p. 105.

4
years Europe would be on its feet so that it could carry forward its own
recovery program. "The whole matter begins," said Dean Acheson, "with
the misconception which everybody had regarding the nature and depth of
the problem after the Second World War . . . We had operated on a theory
of dealing with hunger, disease and unrest until 1 or 2 crops came in
•• •

"8
There had been earlier attempts at aid. In the fall of 1944 the

Bureau of Areas and Economic Program staff of the Foreign Economic Administration had made estimates of the amount of capital needed for postwar recovery in Europe.9 Nevertheless, by 1947, many officials, whose
views often did not make news, were becoming concerned about the continuing decline of economic conditions in Europe.10 The deterioration
of the European economy was known in the U. S. early in 1947, but the
government did not take a truly serious view of the situation until the
British coal crisis in February. Even then U. S. concern was mainly
over Britain's withdrawal of troops from Greece. Recognition of the
specific character and proportions of the crisis did not crystallize
until March and the Moscow conference.
In Washington, after the Moscow conference, Secretary Marshall
had outlined the problem to George Kennan. In April and May the State
Department was hard at work on plans and studies. On May 23, the Policy
Planning Staff through Kennan, presented to Marshall its first study on

8George C. Marshall, quoted in Harry B. Price, The Marshall
Plan and Its Meaning (Ithaca, Cornell University Press, 1955), p. 9.
9James McCamy, The Administration of American Foreign Affairs
(New York: Alfred A. Knopf, 1952), p. 33.
10New York Times, April
17, 1947, p. 12, col. 4.
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the European situation.
Other important actions, however, took place earlier in the month
of May. While not leading less directly to the plan than the Policy
Planning Staff report, they were significant in the formulation of the
recovery plan. Probably the strongest call for aid to Europe at this
time was voiced by William Clayton, State Department economic who issued
a report in May 1947 based on an earlier report by aide Paul Nitze on the
international balance of payments. When Clayton traveled to Geneva in
April 1947 to engage in tariff negotiations, he had Nitze's report with
him. His experiences at Geneva reenforced Nitze's conclusions. Clayton
saw the economic perils as resulting partly from the severe winter of

1947. He was the possibility of Europe's capitulation to Russia. This
11
made him reverse some of his earlier ideas.

On May 19th he voiced

with impressiveness the necessity to take immediate action. The memorandum of May 19 contained three main points. He stated that the U. S.
has underestimated destruction in Europe. Europe was slowly deteriorating
and Britain and France could hold out only to the end of the year. Italy,
12
He suggested that Europe should
he felt, could not last even that long.
have six or seven billion dollars in aid for three years based on a plan
which the Europeans themselves would work out. Ellen Clayton Garwood
asserts that the source of the Marshall Plan can be traced to this memorandum. Certainly Clayton, as chief of the State Department economic
offices, had a great influence on Marshall's thinking. His memorandum
and the Policy Planning Staff's report were the concrete basis for the
11Richard Gardner, Sterling-Dollar Diplomacy (Oxford: Clarendon
Press, 1956), p. 298.
12
Ellen C. Garwood, Will Clayton. A Short Biography (Austin:
University of Texas Press, 1958), p. 119.

6
policies announced in the Harvard address. However, as stated earlier,
other important actions were being taken in May which tended to promote
the plan. For example, Averill Harriman and John Foster Dulles were voicing opinions on reconstructing Europe as a whole, as were such citizens as
Bernard Baruch and Harold Stassen.
Dean Acheson made a particularly influential speech in Cleveland,
Mississippi, on May 8, 1947.

This was evidently not intended as a trial

balloon, but did take its place in history as a prologue to the Marshall
Plan. The Acheson speech had been worked out by Charles Bohlen, Loy
Henderson, George Kennan and others on the State Department staff, and
was a direct ancestor to Marshall's Harvard address. While Acheson did
not call for a massive program of assistance such as that proposed in the
Marshall speech, he did explain the sources and magnitude of the European
crisis as well as its relationship to American interests and security.
He also called for special assistance to Germany and Japan. This speech
was given special attention in Britain and notice was taken at the Foreign
13
Office of the direction in which American foreign policy was moving.
The Policy Planning Staff report delivered to Marshall on May 23
emphasized the primary source of European difficulties and the definite
direction which American response should take. It emphasized the economic
maladjustment resulting from the war and distinguished between the roles
of Europe and the U. S. in development and execution of a European recovery
program. It said that the initiative toward recovery must come from Europe.
This Policy Planning Staff statement was found almost verbatim in the

13
Robert Ferrell, ed., Conference of Scholars on the European
Recovery Program (Independence, Missouri: Truman Library, 1964), p.

49.

7
Harvard speech.14 The European difficulty was economic maladjustment,
and any attempt at aid must be a joint European program. The aim, as
stated in the report, was to raise the standard of living of all Europe.
The report also cleared up some misconceptions about the Truman Doctrine
and showed that it was neither solely a defensive move against Communism
15
nor a blank check for aid.

Kennan recommended "less hysterical anti-

sovietism" and recommended that the U.S.S.R. should be asked to contribute to help end Europe's shortage of food and raw materials.
The timing of the public statement of the Marshall Plan was carefully scrutinized by the State Department. An address had been scheduled
in May in the Midwest, but was called off as being premature. The decision
for Marshall to make his speech at the Harvard commencement was reached at
the last minute. Marshall had turned down an invitation to appear there.
At his direction the department asked to have the invitation extended a
second time. Department Counselor "Chip" Bohlen drafted the speech,
using the Clayton and Kennan reports. Revision of the speech continued
until the eve of its delivery. Lest premature leakage expose the proposal
to harmful criticism before it could be properly presented, consultation
within the government was held to a minimum and no official information
regarding the statement or its time of presentation was sent to friendly
governments in Europe, although Ernest Bevin, British Foreign Minister,
16
had given an advance copy unofficially.

Journals at the time commented

on the casualness of the plan's presentation. They pointed out that

14George Kennan, Memoirs, 1925-1950 (Boston: Little Brown and
Company, 1967), p. 336.
15
Garwood, op. cit., p. 14.

16

Joseph Jones, The Fifteen Weeks (New York: Harcourt, Brace
and World, 1955), p. 36.

8
Marshall did not even bother to get usual White House clearance on the
speech, since its ideas had been generally discussed confidentially among
17
Europeans for several weeks.

The idea was to create as much surprise

as possible.
The presentation of Marshall's speech was typical of the man matter of fact, and without oratorical flourishes, compact and to the
point. It began with a brief review of the economic condition of Europe
and then went on to suggest the course of action. The countries of
Europe were to agree on a cooperative plan in order to utilize the full
productive resources of the continent, supported by whatever assistance
18
the U. S. could give to make the plan successful.
Marshall spoke of
the physical destruction of manpower, cities and factories which
accompanied war, and he described the breakdown of the division of
labor. He also spoke briefly of the consequences to America which would
accompany economic breakdown in Europe. The address was implicitly antiCommunist if not necessarily anti-Soviet. Marshall did not initially
emphasize the Russian dangers, however. At Harvard he offered the aid
19
program in a basically humanitarian vein.
He avoided detailed specifications, but stated most strongly that the U. S. would give "friendly aid
in drafting a recovery program" supported by "a number if not all, European
20
countries."
European countries must agree to the requirement of the
17"News in Focus," New Republic, July 7, 1947, XVII, 5.
18Harry S. Truman, Memoirs (Garden City: Doubleday and Company,
1956), II, p. 113.
19
William A. Williams, The Tragedy of American Diplomasy (Cleveland: World Publishing Company, 1959), p. 176.
20 William Mallalieu, "The Origin of the Marshall Plan: A Study
in Policy Formation and National Leadership," Political Science Quarterly,
December, 1958, LXXIII, 487.

9
situation before the U. S. could proceed much further. Marshall placed
great emphasis on what Europeans themselves would do, rather than on a
projected outpouring of U. S. aid. Marshall felt that the program was
calculated risk - it was impossible to guarantee success given the imponderables of a long range program. But he was also unresponsive to the
idea that the plan was too risky since the Russians could block its
success. Marshall thought the greatest risk would be to do nothing.
For a week or ten days the greater part of the American press
21
received the speech with indifference.

It came back to the American

press via the British and European. American reaction was much slower
than anticipated and American interest in it was about three weeks late.
When the American Institute of Public Opinion took a poll in July, however, it was found that one-half of the sample favored the proposal while
one-third opposed it. The European reaction was much faster. In London
the Marshall speech drew top bannerlines in all the morning newspapers.
The London Times printed it almost in full. Bevin called the plan one of
the greatest in history. In France the plan was viewed with intense
interest, especially among officials because of strikes which had upset
France's own recovery plan, the Monnet Plan. The Marshall speech was
welcomed as a sign that Washington understood the critical situation.
The Italian government also greeted the plan with unconditional approval.
European countries quickly made informal inquiries at the State
Department for the purpose of gaining preliminary information concerning
the plan. Soviet Ambassador Novikov also conferred in Washington with
22
Clayton on economic matters.

21

New York Times, June 6, 1947, p. 3, col. 8.

22
Ibid., July 13, 1947, p. 5, col. 2.

10
A few newspapers in Europe were against the plan, but these were
the ones that habitually spoke out against U. S. policies. The response
was very favorable among most people, who were apparently struck by the
economic and non-political character of the plan.

PART II. BASIC MOTIVATIONS

One of the basic outward reasons for the plan was humanitarian.
Europe's people were in trouble economically. Many Americans felt a need
to aid these people to whom they were related by blood ties. Others saw
a new way to help her. They wanted to help alleviate her poor economy
by promoting economic unity - if European countries were in desperate condition singly, they would do better to unite in an economic union. Some
even hoped for a United States of Europe after a few years of economic
cooperation. John Foster Dulles probably outlined this purpose of the
plan better than any other statesman. The task, as Dulles saw it, was
to bring about increased economic unity in Europe. It did not seem that
the non-Communist parts of Europe, cut off from their colonies and eastern
Europe, could long survive as separate economic compartments. Nations were
separated by individual currencies which were overvalued and could not be
exchanged readily. They were also separated by tariff and quota barriers.
Dulles went even further in saying that all the great qualities and assets
which Europe possessed collectively must be discounted because they were
not possessed unitedly. He said later that he felt the U. S. through the
Marshall plan had the power to initiate a unifying effort. The U. S.
23
through the plan would exert the pressure.

23
Dulles, op. cit., p. 213.
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Other reasons were also put forth as motives for the Marshall plan.
In 1947 the United States experienced a huge excess of exports of 11.5
24 Some have said that the U. S.
billion dollars in goods and services.
had a great surplus of goods it needed to "dump", yet it also needed
viable European markets. Writing in the Wall Street Journal, William
Henry Chamberlain thought it was "high time to face the problem" created
25
by what Brooks Adams called "America's vast and growing surplus".
Marshall made a characteristic retort to this idea when he stated that
this "dumping" must sound strange to Europeans desperately seeking the
essentials of life. It also sounded strange to consumers in the U. S.
who couldn't buy wanted products.
Another purported motive for the Marshall plan reflects a sort
of "manifest destiny" idea applied to Europe. Some viewed the program as
a concerted plan to sustain and expand a frontier overseas as a barrier
to Marxian penetrations. Nelson Rockefeller thought that "with the
closing of our own frontier, there is hope that other frontiers still
26
exist in the world."

Others saw the plan as an effort to do in Europe

what had been done in our own West.
The primary motivating factor behind the plan, however, was the
Soviet Union. The Communist menace was the decisive factor in the
27
decision to aid Europe.
Because of growing hostility between Russia
and the U. S. regarding Europe (especially Germany), the State Department was forced to seek greater control over disposition of resources

24John H. Williams, Economic Stability in a Changing World
(New York: Oxford University Press, 1953), p. 170.
25W. Williams, op. cit., pp. 178-179.
26
J. Williams, op.

cit., p. 178.

27
Mallalieu, British Reconstruction, p. 29.
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it was making available to other nations. Discomfort was growing towards
funds used for the United Nations Relief and Rehabilitation Administration
and towards funds used in Yugoslavia. For months attitudes had stiffened
toward Russia. In September of 1946, Secretary of State James Byrnes
said the U. S. would object to Soviet hindrance to reconstruction in
western Europe and Germany. In 1946 Truman had shown great dissatisfaction
28
with Russian foreign policy. On March 12, 1947, the Truman Doctrine
emphasized a basic change in attitudes - from one of congeniality in
wartime to rivalry in a post-war world. The doctrine also prepared the
American public for further plans.
While motives for the plan were growing stronger, the State
Department was in the process of formulating a new official policy regarding Soviet Russia. The department made a re-assessment of Russian rela29
tions in the light of Stalin's speech of February 9, 1947. When Kennan,
expert on the Soviet Union, became head of the State Department Policy
Planning Staff in the spring of 1947, he formulated a basic philosophy
on which American post-war foreign policy came to rest. Because the
Marshall Plan was intimately connected with this policy, usually known
as containment, it is necessary to understand its theoretical framework.
In an essay signed "X" Kennan spelled out what he felt should be
the basis of American policy. He stated that the U.S.S.R. had her attention centered less on the future form of Communism than on the necessary
overthrow of rival powers. Stalin and Lenin did not believe in peaceful
coexistence. Kennan felt the basic antagonism between capitalism and
socialism meant that there could never be on Moscow's side any sincere

28
Ibid., p. 28.
29
Mallalieu, British Reconstruction, p. 29.
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assumption of a community of aims between the U.S.S.R. and capitalist
powers.
Kennan also thought that the Soviets would be difficult to deal
with for a long time because their system was characterized by unshakable stubborness and steadfastness.30 He said it was in no great hurry,
because, like the church, it dealt with concepts of long term validity.
Soviet policies would therefore reflect a cautious persistent pressure
toward disruption and weakening of all rival power. Soviet policy would
be more sensitive to contrary force than normal dictatorships and more
ready to yield in an individual diplomatic contest, yet it could not be
easily defeated or discouraged.
John Foster Dulles further illustrates government thinking,
although he was not officially connected with the State Department at
the time. Dulles felt that Russia's aim was to isolate rival powers and
consolidate her own strength. Russia's purpose was to take over the weak
and divided free nations of Europe one by one, and to isolate them and
encircle the United States, Russia's main enemy. Dulles felt power was
the key to success in dealing with the U.S.S.R. He said Communist leaders
31
themselves possessed great power and respected it in others.
Because Russia was not all powerful, but had certain definite
weaknesses, Kennan proposed that the U. S. enter on a policy of containment "designed to confront the Russians with unalterable counter-force at
every point where they show signs of encroaching upon the interests of a
peaceful and stable world."32 This meant that the U. S. would have to

30"X" (George F. Kennan), "The Sources of Soviet Conduct,"Foreign
Affairs, July 1947, XXV, 572.
31

Dulles, op. cit., p. 15.

32"X" (George F. Kennan), op. cit., 581.
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develop and employ its own power wherever necessary to frustrate or
"contain" Soviet expansion. This reversed traditional American assumptions on foreign affairs. Kennan now believes that this new policy
finally broke the confusion of war-time pro-Sovietism and wishful
thinking which were typical of occupation policies. The Marshall Plan
fits into this new policy as an economic expression of the containment
idea.
Thus basic motives for the plan were varied. The humanitarian
motive was perhaps the strongest outward one, while the need for Russian
containment was probably the decisive factor or motive. The real cause
of the plan, however, is found in the condition of Europe in 1947.

The

economic state of Europe at this time invited economic collapse and
political unrest. It is primarily to the remedy of this plight that
the plan was aimed. A better understanding of these conditions will
complete a discussion of the plan's causes and will be handled in
Chapter Two.

CHAPTER II
EUROPE'S NEED

In 1947 Europe was suffering from low production, inflation and
the inability to pay for urgently needed goods. She also suffered from
damage to capital equipment and deterioration of her competitive position
in world markets. World War II had not only brought a reduction in industrial capacity, but also a change in its relationship with the rest of the
world. The decline which had begun after World War I due to loss of
colonies and resulting redistribution of east-west trade, seriously
1
Intra-European trade
affected the problem of intra-European trade.
rested upon a triangular relationship in which Germany sold on balance
to other countries, while England was a net importer from the Continent.
With Germany partitioned, the adverse foreign balance of the western zones
greatly effected meaningful trade. European countries were reluctant to
settle with one another their balances of gold and dollars. This unwillingness to accept one another's currencies further prevented restoration
of a prewar pattern of payments. Trade that did take place was artificial.
In addition to these more technical problems, Europe was afflicted
with shortages in basic supplies. Crop failures and a severe winter interfered with food supplies and transportation. There was a shortage of coal,
and price inflation hurt all sectors of the consumer market. Furthermore,
much of Europe's labor force was dislocated by the war.

1Fritz Sternberg, "Can ERP Revive Europe?" Nation, January 3,
1948, CLXVI, 9.

16
Coal and steel shortages were accentuated during the severe winter
of 1946-1947, and the coal shortage continued through 1947.

Drought in

the summer had an equally significant effect on food supply. Undernourishment became a prime cause of low productivity. Agricultural production
was not yet up to 80% of prewar volume. The population had grown by 8%
between 1937 and 1947 and continued to mount. This made the problem even
greater.
A postwar dollar shortage was one of Europe's basic worries.
Europe paid for excess imports over exports by utilizing her small reserve
of dollars and gold and assets realized from a continued liquidation of
dwindling investments abroad. The greatest part of the deficit, however,
was made up by grants and credits advanced by the U. S. In the winter of
1946-1947, Europe had to buy even more, increasing the dollar shortage.
In 1947 western Europe's exports were only two-thirds of 1938. The
special loans and the United Nations Relief and Rehabilitation Agency
aid had helped in the situation,but with the U.N.R.R.A. scheduled to end
in mid 1947 and the dwindling balance of the U. S. loan to Britain,
2
Europe had to find additional sources of dollar exchange.
It was a terrible year for Europe between Marshall's speech and
the day when the money began to flow. During that time British, Italian
and French positions came as near to despair as is possible. Morale at
the time of the plan was at a low ebb and discouragement and defeatism
aggravated economic difficulties and fostered political extremism.
Soviet Communism made major thrusts in western Europe during 1947,

2
Harry B. Price, The Marshall Plan and Its Meaning (Ithaca:
Cornell University Press, 1955), p. 32.
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especially in France and Italy.3
While the general European situation was looked upon with alarm
by government sources, it was the dramatic deterioration of Britain and
France that gave great urgency to the aid. Britain's Chancellor of the
Exchequer, Sir Stafford Cripps, saw U. S. aid as Britain's main hope,
while Premier Robert Schuman of France saw U. S. aid as essential to his
country's economic plans. Without outside aid the process of restoring
the balance of production and consumption would involve a degree of
austerity for these countries that only dictatorial powers could readily
enforce.4
The need for aid to Britain was definite. Although there was
little fear of capitulation to the Communists, her broad influence in
economic matters meant her difficulties would have wide results. Britain
might have had a better economic outlook in 1947 if the war in the Pacific
had continued until 1946. During the war Britain had depended heavily on
Lend-Lease shipments for support of her civilian economy. The sudden end
of aid on September 2, 1945 left her for a time without an adequate substitute. Goods already in the "pipelines" were allowed to continue, but
these were not enough to last Britain through the year and besides she had
to pay for the goods. A tapering off of aid would have saved Britain millions in indebtedness.5
The key to the British crisis was her balance of payments. In
1947 Britain was to run a balance of payments deficit of 545 million
3John Foster Dulles, War and Peace (New York: The Macmillan
Company, 1950), p. 155.

4Freda Kirchway, "Marshall Plan," Nation, June 21, 1947, CLXIV,
729-730.

5Richard Gardner, Sterling-Dollar Diplomacy (Oxford: Clarendon
Press, 1956), p. 186.
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million pounds, a substantial increase over the 1946 figure of 344 million
pounds. The unfavorable balance was hard to deal with due to its origin
in overseas expenditure on essential imports and maintenance of troops
abroad. Changes in the external position of European countries brought
about by the war greatly affected Britain's trade pattern. Loss of
Britain's invisible income from non-European sources made it necessary
for her to trade more in western Europe. But Britian also experienced
poor coal production and lack of labor, further adding to production and
trade problems. To compensate for losses, exports would have to be increased by some 50% above the prewar level to enable purchase of her prewar level of imports. There was a need to increase exports by 75% to
6
achieve equilibrium and maintain a prewar standard of living.
The main dollar import difficulty was food. Hugh Dalton, Chancellor of the Exchequer, stopped buying such items as American tobacco
and was doubtful that Britain could afford to continue buying food supplies
from dollar sources. Bevin ordered Britain to "dig for dollars" or have
a lower standard of living.7
To try and remedy this British imbalance of payments on the current account, an American loan was proposed. Britain obviously needed it
to purchase foodstuffs and raw materials. The amount advanced by the U. S.
was three and three-fourths billion dollars while Canada advanced one and
one-fourth billion dollars. To satisfy American bankers who opposed the
vague provisions of the agreement, it was stipulated that current sterling

6

S. R. Dennison, "Hopeful Factors in the British Economy,"
Foreign Affairs, January, 1947, XXVI, 276.

7New York Times, June 6, 1947, p. 3, col. 8.
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debits were to be convertible into other currencies within a year after
8
ratification of the financial agreement.
The British budget was prepared on the basis that the American
loan would go through, but Britain had to wait longer than she had expected. When the loan went through the U. S. removed price controls.
U. S. prices shot upward taking away more than 25% of the purchasing
power of Britain's borrowed dollars. In addition to this, free convertibility proved to be nearly disastrous. The U. S. required that
the currency be freely convertible into all other currencies. The
Marshall Plan had barely been implemented when dollars began flowing out
of Britain at such a rate as to exhaust the U. S. loan in a few months.9
Now Americans offered aid to Britain again in the form of the
Marshall Plan with no assurance that another spurt of inflation would
not upset all calculations. The British were looking for some way to
get assistance, but under a different and more universal umbrella than
the bilateral aid given through the loan. Americans were not going to
offer another loan. The British would have to work under this plan to
control domestic consumption. But the British position at the moment
of the Marshall Plan discussions in Paris, however, was one of dire need.
Britain gave warning to the Americans that she could not hang on much
longer.10

8William Mallalieu, British Reconstruction and American Policy,
1945-1955 (New York: Scarecrow Press, 1956), p. 23.
9D. F. Fleming, The Cold War and Its Origins 1917-1960 (Garden
City: Doubleday and Company, 1961), I, 484.

10

Robert H. Ferrell, ed., The American Secretaries of State and
Their Diplomacy, George C. Marshall (New York: Cooper Square, 1966),
p. 101.
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Across the channel, France was having even more difficulties than
Britain. The financial and governmental structure of France was highly
unstable after the war, her principal problem being the fragmentation of
political parties. In this setting Communism could not be easily contained. In October 1945 the Communist party polled five million votes.
This gave the Communists about 30% of the votes and one-third of the
deputies. Control of the labor movement had also fallen in their hands
after the war. The problem in France was therefore more political than
economic. Nevertheless, inflation was creating social problems and adding to the difficulty of increasing agricultural and industrial production. Prices had been outrunning wage rates, and wholesale prices had
risen 80% during 1946. The inflation especially affected the poor, adding to social unrest. Bank credit was too readily available and tax
11
evasion was widespread.
The position of the French international balance of payments was
even more critical than Britain's. The deficit at the end of 1947 was
estimated to be 600 million dollars. Such a deficit would exhaust French
12
gold reserves of 540 million dollars.
The French were therefore obliged
to halt essential imports. They stopped imports of oil, rubber, copper
and other metals. The trade deficit, however, was reaching 75 million
dollars a month. To add to this problem, plant equipment had been abused
during the war and exports were declining (12 billion francs in June of
1947, 84- billion francs in September).13 France also had agricultural
11
John H. Williams, Economic Stability in a Changing World
(New York: Oxford University Press, 1953), p. 114.
12
Ibid., p. 68.
13
Andre Philip, "France and the Economic Recovery of Europe,"
Foreign Affairs, January, 1948, XXVI, 326.

21
problems. Soils had not been fertilized during the war and were low in
production. Food many times did not reach the market because the inflationary trend reduced the value of exchange greatly. This also encouraged
black marketeering. Farmers reduced the amount of land under cultivation
and left no margin for unforeseen natural disaster. As 1947 drew on, it
seemed that social and economic semi-anarchy was gradually overwhelming
the government.
Italy established a new representative government after the war,
but was seriously weakened by the presence of a strong Communist party.
The situation was particularly bad in depressed areas. Persistent unemployment aided in recruiting new members for Communist causes. In comparison with 1914, the purchasing power of the average individual income
had been reduced by more than half. In 1947 prices were much higher than
1946 and Italy had a budget deficit of 311 billion lire for 1947-1948.
Poverty conditions were present in Italy and in June 1947 the Italian
government took steps to eliminate purchases of most of the raw materials
and supplies which she required for operation of her economy.14
With these conditions present in Italy, Communists were making
inroads, as in Greece, where they had gained control of the resistance
movement during the war. The elections of 1948 in Italy would be of
great importance for western Europe. The Marshall Plan would try to
influence their outcome.

14George Marshall, "Effects on World Economy of Long Range and
Interim Aid Programs," State Department Bulletin, November 23, 1947,
XVII, 971.

CHAPTER III
THE GERMAN PROBLEM

Germany was especially important to the acceptance of the
Marshall Plan. The necessity of its recovery as part of total European
recovery was repeatedly stressed by Americans and Britons. German participation in any European recovery plan seemed critical to the State
Department. Thus, this chapter deals with the German problem. It has
special significance in showing still another motivation for the aid
plan.
The basic problem in Germany was that occupation policies set
up at Yalta and Potsdam had failed to secure a viable German economy by

1947. Due to various circumstances, Britain and the U. S. were faced
with the problem of supporting the west German zonal population. Because
of the large drain on dollars to Germany, both countries strongly favored
reactivation of industry, especially in the Ruhr. The French opposed
this.
In 1947 the German economy was in very poor condition. It was
lacking agricultural as well as industrial resources. A food ration was
in effect in the British zone. Kurt Schumacher, leader of the Social
Democrats in the British zone, said, ". . . 40% of all Germans have
1
nothing but their food ration cards."
Such conditions mean latent
social revolution. The transportation system had greatly weakened,

1Fritz Sternberg, "Cancer Spot of Europe," Nation, February 8,
1947, CVXI, 146.
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encouraging black markets and crop hoarding. German living standards
2
were reduced to those of 1932.
The Yalta and Potsdam plans were proving to be a costly failure
in Germany. Reparations, however, were a key factor. According to the
Yalta agreement reparations to the Allies were to be made in kind within
two years of the surrender. (In kind - capital assets - equipment,
machines, tools, etc.) Reparations also could be taken from current
production or labor.3 In addition to reparations from the U.S.S.R.'s
own zone, it was decided at Potsdam that Russia was to receive 25% of
the usable capital equipment from western zones. But at Potsdam
reparations from current production and reparation by use of German Labor
were not mentioned. The U. S. thus believed that no reparations from the
current account (which would seriously hurt industrial recovery) were
contemplated by the Potsdam agreement. The U.S.S.R. strongly opposed
this view, however. It held that previous discussions at Yalta authorized
the taking of billions of dollars in reparations from the current account.
This meant delayed recovery in Germany.4 The attitude of Russia at the
Moscow Foreign Ministers conference illustrates the problem. At Moscow
Molotov wanted to raise steel production in Germany so as to gain reparations from it. This would only hinder German recovery.5
In addition to the retarding effect of reparations on German
2
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recovery, the orders received by the occupation government also hindered
development. Potsdam directed occupation powers to develop agriculture
and the peaceful domestic industries of Germany. The American directive
to implement occupation policy, JC 1067, required the area commanders to
6
take no steps toward economic rehabilitation.
However grim these provisions sounded, plans were also made for a self-sustaining German economy
at Potsdam. This self-sustaining economy was to function under the assumption that the indigenous resources of Germany were to be available for distribution on an equitable basis for all of the Germans in Germany. During
the occupation period Germany was to be treated as a single economic unit
with central administrative organs for industry, communications, finance,
and transportation. A common financial policy was especially essential
to control runaway inflation which was causing economic paralysis.7
Tensions, however, served to corrupt this self-sufficiency planned
at Potsdam. Germany became the focus of deepening division and hostility
between the U.S.S.R. and western powers. The supreme authority in occupied Germany was the Allied Control Council, made up of the four commanders of their respective zones. They were to function jointly in matters
8
affecting Germany as a whole.
This did not happen. Said Secretary
Byrnes, "The carrying out of the Potsdam Agreement has, however, been
obstructed by the failure of the Allied Control Council to take the
necessary steps to enable the German economy to function as an economic
unit.9 The U.S.S.R. failed to work on the council to secure this

6Ibid., p. 83.
7Story in Documents, p. 5.
8Pollock, op. cit., p. 12.
9Story in Documents,
p. 4.
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self-support. Just as in the reparations question, Russia opposed what
would be advantageous for German recovery because this was not in her
interests.
As Germany sank farther below reasonable productive levels, the
U. S. became more anxious to rehabilitate Germany. One of the first
manifestations of this attitude was the attempt to merge the economies
of the western zones. Secretary Byrnes at Paris in June and July of
1946 had proposed economic union of the zones. Only Britain, however,
accepted, and it was agreed that a program for feeding both zones would
be coordinated as a starter with other sections of the economy to be
included later on. The U. S. and Britain were to share costs 50-50,
and it was agreed the zones would merge on January 1, 1947. This
resulted in little immediate improvement. The British still did not
want to give up many of the rights and powers within their own zone.
The new central administration was weak and lacked an executive arm to
10
enforce its decisions.
Thus, while this zonal unification measure
did yield some results, it did not get to the heart of the problem the general economic recovery of Germany.
The U. S. and Britain searched for other methods of making
Germany at least self-sustaining. An obvious area of emphasis was the
Ruhr. Its recovery was considered to be all important to Britain and
the U. S. The Ruhr had coal and plants for making steel and chemicals
which had suffered less damage than imagined and which would make Germany
self-sustaining. The obstacle to Ruhr recovery, however, was France.
She felt no desire to increase German economic power. The example of
internationalization serves to illustrate this attitude, even though it
10
Pollock, op. cit., p. 222.
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occurred after the period of the origins of the aid program. On February
19, 1947, Britain, the U. S. and France had talks on internationalization
of the Ruhr. Americans and British felt this action would raise productivity. The French resisted this stubbornly.
The French objections were twofold. First, she objected to Ruhr
activation without settlement of the question of export of coal to meet
her demands. The steel production goal under the Monnet Plan (French
recovery plan) could only be achieved with adequate German deliveries
11
of coke from the Ruhr.

France was interested in increasing German

shipments, but only for her own use.
The U. S. and Britain perhaps tolerated French obstruction because they realized she needed political reassurance. This was the
second reason for her objections to the reactivation of German industry.
France was reluctant to go along with measures of revival unless she
had the support, primarily American, against the recrudescence of
12
German strength.
It was evident that the French were not cooperating in the reconstruction of Germany. Neither was the U.S.S.R. This left Britain and
the U. S. to bear the full burden of at least west German recovery.
The problem of German recovery had to be resolved, however, because the financial burden was growing ever heavier for Britain and the
United States. For Britain, the problem was critical. Under the terms
of the British-American zone merger, Britain was involved in finding
dollars to finance food purchases for the American as well as the
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13 Germany constituted a major drain on British dollar
British zone.
holdings which were so vital to her for foreign trade. Hugh Dalton
spoke clearly about the problem, realizing that Britain must find a
14
way to "stop spending our dollars on these bloody Germans."
The cost to the U. S. was also heavy. During the hearings it
was estimated Americans were losing over one-half billion dollars
yearly in Germany. Then another event further showed the need of
emphasizing Germany in the recovery program. In the fall of 1947
Britain notified the U. S. that she could not continue to pay half of
the bizonal cost because of her dollar shortage. A new agreement was
worked out in which Britain would pay about one-eighth to one-tenth of
the costs in the merged zones. This served to induce action in the
U. S. The U. S. strongly recommended action to get Germany on its
feet, and fell back upon the Herbert Hoover report which had first
15
stirred American thinking in March 1947.
Hoover, in his report, demanded restoration of German industrial
production and criticized Russian and French attitudes. He called for
renewed ability to export. With removals of restrictions on German
industries, he felt that the country could be much better supplied.
Late in 1947 Hoover also reported that even though the U. S. was putting
16
money into Germany, food supplies had sunk to an extremely low level.
13
Robert H. Ferrell, ed., Conference of Scholars on the European
Recovery Program (Independence, Missouri: Harry S. Truman Library,
1964), p. 43.
14Ibid., p. 26.
15
Stolper, op. cit., p. 75.
16
Robert H. Ferrell, ed., The American Secretaries of State and
Their Diplomacy, George C. Marshall (New York: Cooper Square Publishers,
1966), p. 102.

28
This further emphasized the need for a new program.
The powers at Potsdam and Yalta had realized from the beginning
that Germany could not sustain herself unless she was treated as a whole,
using one economic policy. This was not to come into being. The powers,
however, had not realized the destructive effect of reparations upon the
economy. A change of policy was deemed necessary by persons such as
Herbert Hoover and Lewis Brown. It was also noted early by John Foster
Dulles that German recovery was lagging so far behind that it retarded
the effort of European recovery. Furthermore, a more economically whole
Germany would surely open the way for more economic unification by other
17
peoples of Europe.
Thus the recovery of Germany would further a major
aim of the Marshall aid program.
While emphasis was upon the significance of German recovery for
Europe, it appears the real reason for emphasizing German recovery was
financial. While perhaps Europe could largely solve her own difficulties
18
with some aid, Germany was completely our responsibility.
As Secretary
Marshall said, in November of 1947, "in fairness to the American taxpayer,
who has been contributing hundreds of millions of dollars annually to
support the people in the American zone, Germany must be made self19
supporting as quickly as possible.
The U. S. felt the need to emphasize German recovery because of the large sums of "stop-gap" aid which
we had been pouring into an economically divided Germany. The U. S.
felt she was the only power who could perhaps get Germany on her feet

17New York Times, January 18, 1947, p. 1, col. 6.
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through restoration of industry - through such a means as the Marshall
Plan.

CHAPTER IV
EUROPEAN PLANS, 1947
Although Europe was in poor economic condition in 1947, she
demonstrated her willingness to try and help herself. In keeping with
the Harvard address, the United States called a Committee for European
Economic Cooperation which met from July to September, 1947.

This was

one of the first and most significant of the actions taken directly
after the Marshall speech. In this conference much data was prepared,
the basic needs of Europe were outlined by Europeans, and plans were
made to remedy them. These plans were relayed to the State Department
where they were very influential in the formulation of an aid program.
The State Department Policy Planning Staff wanted European
nations to get together because it had serious doubts about the success
of any movement toward European recovery that rested on a series of uncoordinated national programs. Not only did the staff think Congress would
not pass aid bills for separate nations, but they wanted Europeans to
begin to think like Europeans, not like Frenchmen or Britons, in the
approach to economic problems. It was felt Europe would be healthier
1
if she tried to cure some of her own economic ills.
The effort at European economic cooperation got under way
quickly on the American side. Will Clayton had left for Europe on
May 19, 1947, even before the Harvard speech. He was on his way to
attend a conference on trade and tariffs in Geneva, but stopped on his

1George F. Kennan, Memoirs, 1925-1950 (Boston: Little, Brown
and Company, 1967), p. 337.
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way to confer with British cabinet members. In London Clayton was given
large quantities of statistics, and he convinced the British that America
was serious in her economic aid plan. He then went on to Geneva, Paris
and Rome. These talks in Europe were said to have increased European
economic cooperation.
On the European side, first efforts at economic cooperation were
made by Ernest Bevin and Georges Bidault, the British and French Foreign
Ministers respectively. Bevin went to Paris on June 13 for preliminary
talks with Bidault and Premier Paul Ramadier. It seems that Bidault was
not too happy about Bevin coming over because this looked like Bevin was
2
trying to steal the show. The Italians also felt this way.

However,

much credit for getting the plan started goes to Bevin. He seized the
initiative and had fruitful talks with Bidault and Monnet in Paris.
In Paris Bevin desired to put economic experts to work on the
program at once. Bidault refused to do so until Moscow replied to an
invitation it had received to participate.3 Formal proceedings were suspended until a reply came. Russia's inclusion might mean more unity for
the plan. It would have been difficult to exclude the U.S.S.R. from the
plan anyway. To make Europe specifically a buttress against the U.S.S.R.
would cause great dissension in France, Italy, and Britain. The British
and French were optimistic that Russia would accept, although Bevin
secretly hoped she wouldn't. Even if the Russians didn't accept, however, Bevin and Bidault wanted to then proceed without them.
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On June 23, Molotov justified the British-French optimism by
accepting the invitation, and on June 27, 1947, the Big Three Conference opened in Paris. Everyone generally breathed easier, for there
had been concern in Europe that the plan might widen the gap between
the U. S. and Moscow. Although Molotov agreed to meet at this time,
Ambassador Bedell Smith had correctly advised the State Department that
Molotov had no serious intention of being part of the plan.4 Molotov
had early expressed grave doubts about the success of an integrated
recovery program, but the fact that Britain and France had begun building economic bridges eastward and the intention of Russia's satellites
to keep western trade open may have pressured the Russians to accept.5
Molotov arrived with a large group of advisors, further raising
optimism that Russia might participate. At the first meeting he tried
to find out definitely how much America was willing to advance. To
this Britain replied that Marshall's speech had not contained a specific
offer, but only a suggestion that European governments formulate a con6
structive program.

This statement was confirmed when Molotov met with

Clayton. The French wanted Russian cooperation on the program because
of the strength of Communist groups in their country. (The French
Cabinet was dependent on the votes of Socialist deputies.) As a result
of this Bidault tried very hard to secure a compromise between the
U.S.S.R., Britain and France. He could not achieve it, however, because
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the Russians would not agree to cooperate in this European venture without seeing definite plans.
The first Russian reaction to the Marshall proposal had been a
denunciation in Pravda on June 16, calling it a "plan for political
pressures with dollars . . ."7 Pravda suggested the Marshall Plan was
only a way to extend Truman's plan for political pressure. It further
attacked the plan on June 25, saying the Marshall Plan was designed to
prolong the postwar boom in the U. S. On June 29, Tass charged that
8
Marshall's program of American aid was another instance of imperialism.
Deliberations with Molotov in Paris did not last long. The
French proposed a steering committee to coordinate the work of subcommittees and develop an outline for a recovery program. The Soviets
objected to this proposal because it was meddling in a sovereign state's
affairs. They wanted the U. S. to present an exact amount. This was
rejected by the rest of the committee and Russia withdrew. Molotov was
probably acting on direct orders from Moscow, because he was on the
phone extensively during the last stages of the conference and had
received a telegram on July 1. He may have regretted Stalin's decision
to reject the proposals outright.9
Since Russian participation would have made a great difference
in the program's organization, it is important to see why the plan was
rejected by Russia. One reason for Russian refusal was that the Truman
Doctrine, announced just before the conference, had lessened the
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conciliatory impulses of the Russians and the U. S. The Soviets viewed
the plan as a part of a stiffening U. S. foreign policy and considered
the economic recovery plan as necessary for the American economy. The
reason given by Molotov, however, may have been the real motive of the
Soviet decision to withdraw. Foreign aid of uncertain amount with vague
conditions that might interfere with Soviet plans were a dubious bargain
10
Furthermore, the plan would have required
from the Communist viewpoint.
Russian disclosure of extensive information about its financial and economic condition.
Another reason for the Russian withdrawal may have been the U. S.
interest in rebuilding Germany as a prerequisite to full European recovery.
They feared German economic recovery and national integration as contrary
to their aims and did not want a balanced, strengthened or unified
Eurpoe 11
.

Marshall, however, after the break at Paris, never excluded

the Russians from the offer. The Russians and their satellites were
great producers of food and raw materials that western Europe needed.
Marshall said "if Europe was to be divided, he was not going to be the
12
person to divide it . . ."

The U. S. sought to prevent the development

of two irreconcilable spheres of power.
Russian non-participation, though it denied the plan's objective
of economic unity, did perhaps help the plan in the end. If Molotov had
accepted the chance to participate, Bevin would have had deep reservations
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about the plan and would probably have rejected it since he was deeply
anti-Soviet. The Russian withdrawal also made it much easier for the
plan to pass Congress. If the Russians had participated, passage would
have been very difficult because the costs of the plan would have risen
13
greatly.
By staying out of the plan, the Russians almost insured its
passage.
Since the Russians did not participate in the plan the aid program took on a different aspect. A plan for comprehensive economic
integration could not be implemented. The plan thus took on the aspect
of consolidating western Europe as a counterweight to an eastern bloc.
While the Soviets were rejecting the plan, Americans were still
working to get European support of an aid program which would be acceptable to the State Department. Will Clayton was in Europe in the summer
of 1947, and he had particularly important meetings with British officials,
especially on the German question. He exeeted a tremendous influence on
the course of events in the international economic field. As an organizer of the plan in Europe, he was, however, better appreciated in France,
Switzerland, and England than in his own country.
The U. S. declared outwardly that it would not intervene in the
European deliberations, Europeans were to take the initiative. However,
guidance was given the committee in spite of the desire of the State
Department not to make any commitments.14 The American government had
no official representative in the conference although Clayton served as
a sort of nonparticipating representative at Paris. During the session

13John W. Spanier, American Foreign Policy Since World War II
(New York: Frederick A. Praeger, 1960), p. 42.
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and the negotiations which followed, Americans such as Ambassadors
Jefferson Caffery, Henry Labouisse, and Lewis Douglas kept in close
touch with European ministers and special delegates. When the Committee
for European Economic Cooperation was ready to complete its report in
August, the State Department decided to send to Paris George F. Kennan
of the Policy Planning Staff and Charles Bonesteel, his special assistant. They gave guidance in the completion of the report. American
representatives throughout the conference made clear that the U. S.
wanted concrete measures by participating governments on economic unity
and rehabilitation. They did not want a mere agreement on general
15
principle.
It is now necessary to look at the actual proceedings of the
conference to see how the U. S. aim of economic rehabilitation and unity
fared within the realities of European diplomacy.
On July 3, the day after the breakdown of the Big Three conference, Bevin and Bidault issued a communique inviting 22 other European
nations to send representatives to Paris to consider a recovery plan.
European response was generally prompt and by July 10, fifteen countries
had accepted. Response was prompt even from eastern European countries
who desperately desired the aid such a plan might give them. Czechoslovakia and Poland had early wanted to join in the plan. After a
hurried trip to Moscow the Czechs changed their minds, however. Finland
and Poland soon followed and refused the invitation under Soviet pressure.16
This action by Russia would again make for closer unity in the west.
Furthermore, the Soviets attempted to satisfy the wish of their satellites
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to participate by forming the Cominform and Council for Mutual Economic
Assistance. This emphasized the split between east and west.
The work of the C.E.E.C. (C.E.E.C. would become O.E.E.C. in April,
1948) was carried on in Paris between July 12, and September 22, 1947.
The participant countries were Austria, Belgium, Denmark, France, Greece,
Iceland, Ireland, Italy, Luxemberg, Netherlands, Norway, Portugal,
Sweden, Switzerland, Turkey, and Britain. These countries were collectively to prepare a report giving the economic facts of the European
situation to provide a basis for further action on the aid plan. They
worked largely on problems involving production, economic and monetary
stabilization and general European cooperation. Four technical subcommittees were set up to further this work. They were to produce estimates
of resources and capabilities of the participants and the amount of external aid required for each participant. They were to determine the economic
goals for each country and formulate the basic principles which should
17
underlie the European nations' part of the program.
Some setbacks did take place at the conference although things
largely followed U. S. wishes. The first argument was over Ruhr coal
production. This problem of coal in the Ruhr represented a continuing
question hindering European cooperation. Some dissent was also heard
about America's proposals for removal of trade barriers, formation of a
customs union, and the establishment of a central recovery organization.
American authorities themselves were not agreed on the functions of the
proposed central European organization, and they finally accepted an

17Susan H. Hartmann, The Marshall Plan (Columbus: Charles F.
Merrill Publishing Company, 1968), p. 39.
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18 The U. S. definitely wanted
organization with merely advisory powers.
to see, however, concrete steps for self-aid in the program.
The Conference for European Economic Cooperation made its report
on the basis of national reports after only ten weeks of work. The
report emphasized that Europe must resort to full use of existing
capabilities and that a continuing central organization in Europe was
necessary to recommend how the aid was to be distributed. In addition,
strong efforts were to be made by each country to restore agricultural
production and to maintain internal economic stability.
Goals set by the C.E.E.C. group would have much weight in planning
the aid program. Some of the most important were: 1. Raise prewar agricultural output for grains. 2. Increase coal production by 1951 to 584
million tons per year. 3. Raise steel output 80% over 1947 levels.
4. Expand electricity by 40$. The report also contained pledges by the
countries that they make full use of their own resources, promote the
free flow of trade and create an organization for cooperative development of common resources. Americans suggested revisions in several
sections which resulted in making the European pledges for self-help
19
and cooperation somewhat stronger.
When this was accomplished the
report was signed at Paris on September 22, 1947.

This was an initial

report with supplementary reports to follow.
This C.E.E.C. report was an important document for Europe. It
started proceedings toward a concrete aid program and also emphasized
how serious America was in urging economic unity. It is interesting to

18Mallalieu, Political Science Quarterly, p. 503.
19Ibid., p. 500.
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note how the public reacted to this first manifestation of definite
plans. Publicity on the report seems to have been small. In Europe,
Truman's repeated statements that he had no intention of calling a
special session of Congress to consider the European situation dampened
enthusiasm for the plan. Europeans were growing skeptical as they saw
a winter approaching with the possibility of no aid to see them through.
The report of the C.E.E.C. gradually evoked more favorable attitudes in
the U. S. and by November it was estimated that one-third of the public
20
favored the plan.
Russian attitudes hardly need mention, but can be
seen in an October speech by Andrei Zhdanov, a Cominform representative.
He called for Communists everywhere to defeat the Marshall Plan which he
characterized as an instrument for "world domination by American imperialism."21
The story of the C.E.E.C. plan and its effect on the total aid
program was not complete until the State Department in Washington had
accepted it. Truman, because of uncertainties about reactions in
Congress and division in his cabinet, treated the report coolly. But
State Department personnel met to discuss the final report. Work committees to study the report were set up under Secretary Lovett. They
invited specialists from the C.E.E.C. countries to come and appraise the
C.E.E.C. report and to advise the committees during their formulation of
a detailed program for U. S. support of European recovery. The C.E.E.C.
specialists arrived in Washington in October, and Lovett examined and
reviewed their proposals and justifications. One of the basic ideas
derived from these discussions was that economic aid must take a great
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variety of forms.
The C.E.E.C. estimated that the participating nations would incur a 29 billion dollar deficit over the following four years and that
this sum, which was beyond their own resources to pay, should be covered
by American aid and assistance. The State Department felt this figure
was too high and that it would not be accepted by Congress. Clayton
22
Financial
thought that our top figure should be 16 billion dollars.
experts of the C.E.E.C. then undertook to revise the estimates downward.
Ten billion dollars were finally cut from the import deficit in the
23
balance of payments.
Later on State Department sources said there was too little
emphasis on self-help and unity. The Americans did not insist upon
immediate union, but believed that a definite commitment to eventual
elimination of trade barriers would make a more favorable impression
in the U. S., particularly upon Congress.24

The idea of even recon-

vening the C.E.E.C. meeting to remedy some of these deficiencies was
proposed, but the State Department undertook to make the revisions on
its own and present the report as a joint effort.
The final C.E.E.C. report is significant because many of the
provisions of the final plan rested on its statements. The long-range
aim was to restore reasonable living standards and capacity to maintain
those levels without further assistance by 1951. It emphasized increased
production and expansion of industry as well as increases in agricultural
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products to help achieve this goal. A permanent Organization for European
Economic Cooperation would be formed later to oversee the needs for aid
in Europe and to allocate this aid with U. S. supervision.
Thus one phase of the plan called for in the Harvard speech had
been positively started. The plan was to begin as a cooperative measure,
for the U. S. was finished with handouts and wanted the Europeans to
actively unify their economies. The C.E.E.C. program was a start.
While the C.E.E.C. organization seems to disappear from the
scene until March of 1948, others were hard at work getting the aid program moving. Congressmen and State Department committees were particularly involved with the plan at this time, and it is with a discussion
of their important investigations that the next chapter will deal.

CHAPTER V

COMMITTEE WORK

While the Europeans were preparing their part of the aid program,
Congress and the State Department made preparations of their own. Congress realized the extent of the European plight and organized its own
investigating committee to go to Europe and bring back the information
and data needed for a constructive effort by Congress. The committee
demonstrated Congressional responsiveness to foreign needs.
The State Department also organized committees to insure that
full information would be available for formulation of a plan. It is
with these committees, Congressional and State Departmental, that this
chapter will deal. They were the groups that collected the information
essential to the passage of the bill.
In April 1947, Congress first implemented the idea of organizing
a committee to study the European situation. Representative Christian
Herter of Massachusetts introduced a resolution in the House authorizing
the creation of a select committee on foreign aid. This committee had
added appeal to House members because in getting its proposals accepted,
it would better stand up to the Senate Foreign Relations Committee than
could the weak House Foreign Affairs Committee. The committee was to
I
undertake a continuing study on foreign spending. The task was to find
the facts concerning European aid. The committee had nineteen members
who were taken from the major standing committees. Charles A. Eaton was
named chairman, but the committee took its name from Congressman Christian
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New York Times, April 17, 1947, p. 2, col. 4.
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Herter who was appointed vice-chairman and was designated to head the
group in Europe.
Thus organized, the committee sailed for Europe on August 28,

1947. It had divided itself into five subcommittees. The committee was
armed with questionnaires prepared with State Department assistance.
Intensive briefing began with the crossing, and members visited every
2
nation in Europe except Russia, Yugoslavia and Albania. They were
impressed by British conditions and even by the condition of Scandinavia. Each subcommittee traveled widely and Congressmen interviewed
private citizens as well as officials. Members of Congress were enabled
to see for themselves the destruction in Europe. On their return in
October, the Herter Committee had gathered 17 trunks of information.
Many Congressmen were impressed by what they termed the interdependence of Europe in this period. They felt if a major country should
collapse economically, it would initiate a chain reaction.3 Unanimity
of view toward the European plight was generally expressed by Congressmen.
Some, such as Representatives Charles W. Vorsell and Walter E. Brehm, did
not feel the seriousness of Europe's condition, but they were in a decided
minority. Unanimity of view was especially apparent on the question of
the peril of Communist expansion. The committee was especially impressed
by western Europe's fear of Russian aggression, a fear it also shared.
Thus the committee was convinced that something should be done
about the European situation. After wide discussion with other members
of Congress and with people in their districts, the group became one of

2
Harry B. Price, The Marshall Plan and Its Meaning (Ithaca:
Cornell University Press, 1955), p. 51.
3Ibid., p. 53.
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the wellsprings of the ensuing legislation, and its influence better
insured passage of the aid program.4
With these ideas in mind, the committee reported to the House
Foreign Affairs Committee in November. It called for aid, especially
in the form of food, fuel and fertilizer, through an independent government corporation.5 It also recommended that some repayment be made in
the form of strategic raw materials. Although some of the Committee
suggestions, as those on administration and distribution of aid, were
not adopted, the group did contribute significantly to the legislation
which finally emerged. Its firsthand report and the influence of its
individual members had great impact on Congress. Without Herter, the
6
program could not have obtained approval.
As the Herter Committee was important to passage of the bill in
providing information and changing attitudes, so also were the committees
set up by the State Department to study European aid. In the early
summer of 1947 Truman appointed three committees, for study and publicity of the plan. These were to be later called the Harriman, Krug,
and Stimson committees. Truman also directed the Council of Economic
Advisors to develop a complementary analysis.7
Although individuals in the executive department were working on
the plan, it was the Congressional Herter Committee and the State

4lbid., p. 51.

5H. Bradford Westerfield, Foreign Policy and Party Politics,
Pearl Harbor to Korea (New Haven: Yale University Press, 1955), p.
277.
6
Price, op. cit., p. 55.
7Ibid., p. 39.
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Department Committees that converted the Marshall Plan from a broad,
general conception into a specific program which could be presented to
Congress. The State Department Committees each contributed an especially
vital part to the final passage of the program. Said Senator Arthur Vandenberg, commenting on the thoroughness with which this task was completed,
8
"I have never seen better work."
The most important of the three studies undertaken by the State
Department was designated the President's Committee and was chaired by
W. Averell Harriman. The committee's job was to analyze principles and
policies as guides to the aid program. The committee was also to
evaluate the needs and capabilities of European countries to determine
the amount of aid needed. The committee carried the major responsibility
for anticipating problems and laying the groundwork for the plan.
Although suspicion was widespread that the "independent" Harriman
Committee would merely whitewash the State Department program, the Harriman Committee did make an independent survey.9 It worked very hard and
concluded its work November 7.

Each member put at least a month of work

on the program.
The Harriman Committee made many important contributions to the
final plan. It decided that in assigning aid, the U. S. should not pass
judgment on the economic methods employed as long as they were basically
democratic. This countered some arguments of not giving aid to Socialist
countries. The report also emphasized that the eventual aid program
should seek to reduce the foreign indebtedness of the participating

8Arthur W. MacMahon, Administration in Foreign Affairs (University of Alabama Press, 1953), p. 109.

9Westerfield, op. cit., p. 276.
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countries. It asked that the amount of aid to be given be calculated on
the basis of foreign exchange deficits of the participants. It recommended a four-year aid program costing between 5.75 and 6.3 billion
dollars for the first twelve months. Members also favored private
investment as another means of aid. The committee did not try to set
absolute figures on the aid, but it had in mind the desire to praise the
production of the countries over the four-year period. The year 1939
was often cited as a production goal to be exceeded.10 The committee
also cited European shortages and urged the breakdown of trade barriers.
Lastly, in regard to the plan's cost, the Harriman Committee stated that
the aid proposal would involve only a moderate increase in what the U. S.
had been spending on Europe in the recent past. The committee also
added that the money directed to the recovery program, would probably
11
be spent on Germany without the aid program.
The Krug Committee also helped to gather information to back up
the aid plan. The committee was under the chairmanship of Julius A.
Krug, Secretary of the Interior, and was charged with investigating
U. S. resources and physical capabilities in relation to the aid program. This committee was to counteract the suspected public and Congressional fear that such an ambitious aid program would bankrupt the
United States. The report of the committee was to provide the administration with the basic answer to these charges before they were actually
encountered. The report showed that through an expanded U. S. economy,

10
U. S. Congress, House Committee on Foreign Affairs, Hearings
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the U. S. could avoid the consequences of overstrained productive
12
facilities.
Still another important report on the proposed aid was turned in
by the Council of Economic Advisors, headed by Edwin G. Nourse. The
Council studied the probable effect of the anticipated exports on the
domestic production process. The report of the Council clearly demonstrated America's capacity to meet the needs of her domestic consumers
while at the same time attempting to help the Europeans rebuild their
13
shattered countries.
The decisive argument in their report centered
in the idea that the new foreign aid program of the size formulated at
Paris could be sustained because a larger impact had already been endured
by the American economy. The report showed that, assuming a maximum export rate of eight billion dollars during the first year directly due
to the plan, this would produce an U. S. export peak of not more than
20 billion a year which would be lower than the levels already reached
in 1947.

Furthermore, this annual export rate would decline as the plan

went on. This was an economic point in favor of the plan.14 The Council
also concluded that the aid program would not have a serious inflationary
effect on prices.
While the other committees working on the program were engaged
in obtaining economic information at home or abroad, the Stimson committee was occupied with the important task of gathering support for the

12"The Krug Report," New Republic, October 27, 1947, CXVII, 7.
13Richard S. Kirkendall, ed., The Truman Period as a Research
Field (Columbia: University of Missouri Press, 1967), p. 58.
14"Summary of Report - Council of Economic Advisors," State
Department Bulletin, November 16, 1947, XVII, 934.
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aid program. The committee, headed by Henry Stimson, was to inform the
American people of the facts and issues throughout the period of the for15
mulation of the plan.
In keeping with the idea of securing as much publicity as possible, many influential citizens were placed on the committee including
Dean Acheson, Winthrop Aldrich, James B. Carey and Philip Reed. Stories
of the committee's formation appeared in the leading newspapers and
appeals for funds were well received. Regional committees were also
organized and a speakers' bureau and news agency were set up. The
committee was to get down to the "grass-roots" and stimulate local
organization. The committee also acted on Capitol Hill, and, with
specific emphasis on blocking crippling amendments and restrictions,
they circulated petitions to be sent to Congressmen. It also lobbied
and prepared information for witnesses who testified at Congressional
hearings. The Stimson committee strove to rally the American people by
such addresses and speeches as Stimson's "Challenge to Americans". He
sought to gain support by showing the close relationship between Europe
and America and by stating that the plan was a test of our basic prin16
ciples.
All the committees which worked on the Marshall Plan had a
special part to play in gathering data. While the Herter and Harriman
committees were perhaps the most influential, theothers cannot be overlooked. They provided the indispensable groundwork needed for a constructive aid program and gathered support for this program.
15
Price, 22. cit., p. 21.
16
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After the groundwork had been laid, the aid program was due to
go to Congressional hearings which would further shape these committee
reports into a program. But the conditions in Europe would not wait
for the slow procedures of Congressional investigation. As Europe's
condition worsened, Truman saw the need for immediate aid.

CHAPTER VI

INTERIM AID AND THE PRESIDENTIAL PROPOSAL

The emergency-aid plan of 1947 was a rather unplanned addition
to the total program of formulating an aid program for Europe. It
further showed the necessity of a long-term recovery program. The
alternative was continued stop-gap aid. The emergency aid plan necessitated a special session of Congress. In addition to debate on emergency aid, the session also heard President Truman present the full
State Department Plan for European Recovery for Congressional consideration.
In September of 1947 the State Department was receiving reports
indicating a collapse in Europe. Prompt relief from the U. S. seemed
necessary. Marshall cabled Truman from Brazil and told him of Europe's
rapid deterioration. Italy, France and England would be in a very
dangerous position by the end of the year. The administration examined
all possible means of extending emergency aid on the basis of existing
authority not requiring Congressional action, but it concluded that this
would not be sufficient. Truman delayed action until he could get the
opinions of Congressmen returning from Europe. He met with Congressional
leaders in his office on September 20, and they discussed plans for
He told them 580 million
determining what action should now be taken.'
dollars would perhaps be needed to take care of immediate European needs
until March 31, 1948. On October 1, letters went to the Congressional

1Harry S. Truman, Memoirs (Garden City: Doubleday and Company,
1956), II, p. 117.
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committee chairmen asking them to consider the matter. On October 23,
Truman again called together these leaders and told them the purpose of
the special session: to act on an inflationary price spiral in the U. S.
and to aid Europe in its crisis. The special session was to meet on
November 17.
Truman's decision to discuss not only the European situation,
but also the rising U. S. prices, was a potential hazard for the passage
of the Marshall Plan. For months the President and his advisors had
claimed that foreign aid had little to do with high prices. Now the two
would be connected together in the minds of the public. The Philadelphia
Inquirer of November 20 said the tension on the price structure caused
by the Marshall Plan would be terrific unless there would be strong
2
safeguards.

Adding to this situation was the announcement by Secretary

of the Treasury James Snyder that there would be no tax cut until after
the European emergency. This alienated many Republicans, including
Senator Robert Taft.
After this pessimistic start, the special session got under way.
Truman recommended that Congress pass an interim aid bill of 597 million
dollars to be divided among the principal European nations. Austria
needed 42 million dollars, France 328 million, Italy 227 million. There
was now some move to include China in the proposal. Representative
Walter Judd was especially determined to include China in the aid bill.
Senator Arthur A. Vandenberg yielded to this demand and said that China
aid would be included if a separate aid program was not formulated for

2
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for China in the interim.3The greatest efforts in Congress, however,
were spent on reducing the amount of the aid. Senator Vandenberg wanted
to see the total 597 million dollar aid bill passed, but a strong group
of Republican Senators including Robert Taft, Kenneth Wherry and Eugene
Milliken supported an amendment to cut the total amount of the aid to
400 million. The amendment was defeated.
There were some restrictions on the bill which foreshadowed
debate on the long-term aid bill. Much concern was shown over the adequacy of our resources, especially grains, and amendments were proposed
to restrict their export. There was an attempt to limit relief goods to
those not now in short supply. Vandenberg and Herter, however, saw to
the passage of the bill which included few deviations from the State
Department proposal.
Despite some Congressional dissent, journals and newspapers predicted the interim aid bill would pass quickly and overwhelmingly.4 The
European situation had changed many minds. France, for example, was in
upheaval. The middle parties seemed to be losing control of the situation.
Communist parties were gaining strength within the government. The
Export-Import Bank had to make 93 million dollars available to France
immediately to purchase essential industrial materials to help stabilize
the government and counteract the Communist threat.5
The vote on the emergency aid program revealed the tensions and

3H. Bradford Westerfield, Foreign Policy and Party Politics,
Pearl Harbor to Korea (New Haven: Yale University Press, 1955), pp.
262-263.

4New York Times, November 25, 1947, p. 1, col. 8.
5Ibid., October 14, 1947, p. 1, col. 4.
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disagreements which would be part of discussions on the final plan. The
need to pass the aid quickly to counteract the disintegration and threat
of Communist advance was felt in Congress. The Senate on December 1,

1947, voted the full 597 million dollars asked for the measure by Truman.
The House Foreign Affairs committee waited until Senate approval and
then voted an authorization of 590 million dollars which was to include
6
China.

After conference, 540 million dollars was finally approved by

both houses in late December. Of this sum, 522 million was to go to
France, Italy and Austria. China was alloted 18 million. The appropriation, it is to be noted, was 75 million dollars below the State Department's "irreducible minimum for fully effective aid."7
Many persons were not happy about the interim aid bill. Congress
Congress now recognized that very short term aid would not put Europe
on its feet, nor help her in resisting Communism. Continuance of this
type of aid was indeed like writing blank checks. Senator John Vorys of
Ohio said that "unless this present interim aid is part of a cure, an
8
installment on a long-term program, it is unjustified."
While the emergency session was meeting, another step was being
taken towards a more extensive type of aid. On December 19, just before
the interim aid legislation was passed, Truman presented the formal
Marshall Plan proposal to Congress. This was the plan which Congress
would confer upon. The President decided to present his recommendations

6Westerfield, cm. cit., p. 280.
7New York Times, December 20, 1947, p. 1, col. 6.
8Harry B. Price, The Marshall Plan and Its Meaning (Ithaca:
Cornell University Press, 1955), p. 54.

54
to the special session of December 19 instead of waiting for the second
session of the 80th Congress to convene in January. He wished to speed
up Congressional consideration of the program.9
The message, entitled "A Program for United States Support to
European Recovery", set forth the part the U. S. should play in a comprehensive aid plan. Truman advised Congress that European recovery
could be substantially completed in about four years under this program.
The total cost for this period would be about 17 billion dollars, as
compared to the C.E.E.C. original figure of 29 billion and Will Clayton's
estimate of 16 billion. Truman asked for 6.8 billion by April 1, 1948,
to cover the initial and most critical period of 15 months to June 30,
1949.10

No specific sums were indicated for the later years of the pro-

gram. Truman proposed each nation commit itself to deposit into special
accounts local currencies equal to the amount of American dollars granted.
This measure was to restrict inflation. These accounts were to be used
for purposes agreed upon by the U. S. and the particular country. Truman,
in this speech, also called for each European state to promote industrial
and agricultural production, stabilize their currencies, reduce European
trade barriers and make efficient use of their own resources. Here again,
Americans emphasized that the program of recovery would be a cooperative
measure based on an idea of increasing European unity.
U. S. public opinion seemed now to be turning in favor of the
program. The events in Europe had apparently influenced the general
public as well as the legislators. Feelings toward the plan during the

9Susan H. Hartmann, The Marshall Plan (Columbus: Charles F.
Merrill Publishing Company, 1968), p. 47.
10
Truman, op.
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11
summer and early fall had reflected a wide disparity in attitudes.
Some favored liberal assistance while others deplored handouts. Others
aggressively opposed further levies for foreign aid, thinking that the
Europeans could largely help themselves. A Gallup Poll taken December 7,
1947, showed, however, that 56 percent of the sample opinion favored the
12
Marshall Plan while only 17 percent opposed it.
The next major action in the evolution of the Marshall Plan was
the Congressional hearings. In these hearings the President's aid program was weighed in the light of evidence gathered by the various committees and a program emerged.
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Price, op. cit., p. 5.
12
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CHAPTER VII
THE HEARINGS

The Foreign Relations Committee of the Senate and the Foreign
Affairs Committee of the House opened public hearings on the Marshall
Plan on the same day - January 8, 1948. The discussions in the hearings took place on two levels. Motivations were thoroughly discussed,
and legislators sought to clarify the nature and magnitude of the Communist threat as a basis for determining the nature and urgency of needs.
Legislators also covered specific technical aspects of the plan: the
amount of aid needed, methods of distribution, and administration of
the plan. Subordinated to these discussions were those concerning the
adequacy of our resources, what countries were to be aided, and how the
program was to avoid unnecessary waste, especially in Germany.
For clarity in discussing the two levels of interest within the
hearings, the chapter will be divided into two parts. Part I will deal
with motivation, and Part II will discuss technical aspects.

PART I. MOTIVATIONS
When discussing motivations and justification for the plan, committeemen in the hearings had to resolve basic questions. A first question was, whether the plan was basically a humanitarian or anti-Communist
program. If it was primarily a program to counteract a Communist threat,
how strong was the need for such a plan? As the hearings progressed,
factors in the European situation largely resolved these questions for
the committeemen and a plan emerged which was eminently justified in the
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minds of the Congressional majority.
Although the threat of Communism was present throughout the early
winter of 1948, Secretary Marshall and William Clayton emphasized the idea
that the plan was based primarily on humanitarian motives. Marshall, in
his speeches, seldom failed to strike a popular chord, "Historical records
clearly show, that no people have ever acted more generously and more
unselfishly than the American people in rending assistance to alleviate
distress and suffering . . ." In another speech in the winter of 1948
he said "dollars will not save the world, but the world today cannot be
1
saved without dollars."

Clayton spoke with prophetic and objective

pride of the greatness of the proposal. He viewed the plan as a way to
2
alleviate misery and chaos in the world.
If this was a great humanitarian effort, as the State Department
seemed to purport inthe early winter of 1948, committeemen asked why
then was the plan not handled through the United Nations. Another question was also discussed. If, again, this was primarily a humanitarian
effort, why were needy non-European countries, such as Latin American
states, largely excluded from the program?
The State Department countered these charges with many arguments.
To the question of why the U. S. could not go through U. N. channels,
especially the recently organized Economic Commission for Europe, the
State Department replied that U. N. operations were too slow and it
would take months to set up adequate machinery within the Economic

1Robert H. Ferrell, ed., The American Secretaries of State and
Their Diplomacy, George C. Marshall (New York: Cooper Square Publishers,
1966), pp. 128-129.
2
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University of Texas Press, 1958), p. 15.
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Commission. It was also argued that it was not feasible to carry out
the recovery program through the U. N. because five of the proposed
participatory nations were not members. The State Department also
felt that the program was not within the realm of U. N. action because
the U. N. at the time was not strong enough to enforce such a program
or administer it adequately.3
While this explanation of reasons why the U. S. did not go
through U. N. channels apparently satisfied many committeemen, others
were still troubled by the fact that, if it was a humanitarian effort,
why were other needy areas of the world not included? There was strong
sentiment not only to include China in the bill, but also to include
Latin American nations. George Kennan had a ready answer. He said
there was a very sharp distinction between the problem of European
recovery and the problem of economic growth as seen in Latin American
nations and other depressed nations of the world. European needs were
clear in outline and readily susceptible to short term solutions. He
further stated that the approaches to aid found in the Marshall Plan
were applicable elsewhere.4
Many Congressmen were not satisfied with a narrowly conceived
European aid program. They were not sure it was sufficiently antiCommunist. While clearly recognizing a humanitarian need for aid in
Europe, they also wished the plan to check effectively the spread of
Communism elsewhere. Indeed this feeling engendered some opposition

3John Foster Dulles, War or Peace (New York: The Macmillan
Company, 1950), p. 33.
4George F. Kennan, Memoirs, 1925-1950 (Boston: Little, Brown
and Company, 1967), P. 352.
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to the administration's plan among committeemen. They were concerned
that Communism would spread unchecked among other countries of the
world while the U. S. was helping Europe. They also felt that when
aiding European nations, the U. S. might be aiding the U.S.S.R. because of the policy to trade with eastern Europe included in the
original program.5
While controversy continued over whether the plan, while being
justified by a need to help Europe, was also sufficiently anti-Communist,
events in Europe took a decisive turn and convinced Congressmen the Communist threat in Europe was imminent.
The Czechoslovakian coup d 'etat by Communist forces took place
in February 1948. In Congress, the shock of this seizure was further
intensified by the outbreak of strikes and violence in France, and the
6
strengthening of Communist political actions in Italy.

These pressures,

all occurring in February, contributed the greatest force toward passage
of the European Recovery Program. These events silenced much opposition
as Congressmen saw Communist expansion and its threat to liberty in
Europe as the overriding issue of the day.
The plan, while originally conceived as being a measure primarily
against hunger and povert y in the minds of many Congressmen, now became
a substitute for military aid.7 Secretary Kenneth Royall and Secretary
James Forrestal frightened Congressmen with their testimony on Communist
strength. Committeemen were afraid of military action and quickly embrace
5
U. S. Congress, House, Congressional Record, 80th Congress, 2nd
Sess., January 26, 1948, A422.
6
H. Bradford Westerfield, Foreign Policy and Party Politics,
Pearl Harbor to Korea (New Haven: Yale University Press, 1955), p. 286.
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8
the plan as a way of preventing World War III. Financially, it was also
seen that if the plan was not passed and Europe collapsed as everyone
feared, defense costs would sky-rocket and more funds would be needed
each year. The Marshall Plan had the attraction of actually attempting
to reconstruct Europe to lessen the menace of Communism, lessen defense
costs, and eventually build a western bloc against Communism within
Europe. With all these factors in the plan's favor, there was little
further quibbling about whether the plan should include other areas.
Committeemen now felt speed of Congressional action was essential to
prevent European disaster.
While impressing Congressmen as to the absolute necessity of
passage of the aid program, events in Europe also served to convince
the U. S. public. The strikes, increasing obstacles to east-west trade,
and most decisively the Czech coup served to resolve many people. In
February 56 percent of persons informed about the plan in the U. S. were
favorable to it.9

PART II. TECHNICAL ASPECTS

The hearings, from the beginning, were much concerned with the
effectiveness of the program. Congressmen believed that if the plan were
to pass, it had to show many improvements over a program which simply
gave grants to foreign countries. No more aid was to be poured down a
"rathole". The money allotted for the program was to be used wisely.
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As the immediacy of the Communist threat became better known to committee
members, this attitude of making sure our aid would count was strengthened,
and the hearings analyzed all problem sectors of the program. An aid program emerged from the hearings which was remarkable in the thoroughness
of its planning.
The question of financing the aid program was one of the most
important topics of discussion. Senators and Representatives first wanted
to know how thefigure 6.8 billion dollars was derived. They also wanted
to know how the funds would be distributed, what role private investment
would take, and how such technical problems as shipping the needed items
to Europe would be handled.
The $6.8 billion figure was taken apart and analyzed. Committeemen were told that the figure was based on information from both the
Harriman committee and executive sources. They were also told by State
Department experts that the figure could not be reduced if the aim was
to secure European recovery. It was an absolute minimum as far as the
administration was concerned because it was based on an earlier price
analysis (prices had risen significantly since then) and also because
it assumed that east-west trade would be resumed.10 (This hope was
fading.) They were told that over 2 billion of the $6.8 billion figure
would be used in shipping costs. The aid was only asked for 15 months
because aid for the total period would take much too long to pass and
would defeat a major necessity of the program - speed.
A breakdown of the essential figures being secured, the hearings
then discussed the method of distribution. Grants or loans for countries

U. S. Congress, House, Committee on Foreign Affairs, Hearings
on H.R. 4840, H.R. 4579, and similar measures, 80th Congress, 2nd Sess.,
January 3, 1948, p. 150.
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were discussed at length. Of the $6.8 billion, 20-40 percent was
expected to be loaned and the bulk of the program was assumed to be in
the form of grants-in-aid. Grants-in-aid were to be especially prevalent
at the beginning of the program when countries were in need of rapid aid.
Over emphasis on loans might impose an overwhelming burden on European
11
countries. Much debate centered in the method of differentiating between the need for a grant or a loan. The administration bill gave no
answer to this problem, but the Senate would include it in its draft
legislation. Loans were to be implemented by the Export-Import Bank
in Washington.
To make more effective these grants or loans, recommendations were
made to liquidate some European investments in this country, but there were
warnings that if this was done, the balance of payments situation of the
C.E.E.C. countries would be worse off in the future. Nevertheless the
Treasury Department did decide to unblock uncertified foreign assets
so the countries of their origin could have some opportunity to use
12
these funds.
Private investment was seen as being an integral part of longterm recovery. Guarantees for these private investors, lest something
happen to their properties, was discussed in detail. Some persons feared
that capital value might be lost through nationalization of industry and
they would not brook nationalization without compensation. Committeemen suggested a transfer guaranty which would not be more than 5 percent
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of the funds appropriated by Congress. This would be about $340 million
13
of the $6.8 billion appropriated.
Most opinion was in favor of this
provision.
Among other problems of aid distribution, the shipping problem
was also discussed. The administration suggested that 500 U. S. ships
be transferred to European powers. The estimated saving to the United
States would be about $200 million. The National Maritime Union
(C.I.0.), however, heartily protested that this provision would put
25,000 U. S. seamen out of work. Much testimony was voiced by the
unions that this provision would undermine our merchant marine. In the
end, the union and the shipbuilders succeeded in lobbying through a
stipulation that American ships must transport at least 50 percent of
all Marshall Plan supplies to Europe.14 This increased the cost of the
plan.
The question of how the program was to be administered was
equally important as the discussions of the amount or methods of distribution. Discussions of administration centered in two problems.
First, what should be the nature of the new body, and second, what
should be the nature of its powers. Senator Vandenberg wrote on January 2, 1948, that the question of finding a suitable administration
"was perhaps the biggest single conundrum which the Senate Foreign
Relations Committee confronts."15
The first question was to decide the type of administration,

13Ibid., p. 414.
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and the degree of independence of such an organ. The Bureau of the
Budget was in favor of the State Department conducting the plan.
Marshall was against this integral arrangement. The Senate wanted a
new agency to be created as an integral part of the executive branch.16
The general feeling in Congress, however, was that it would never pass
the proposal if the plan were placed under a regular old-line agency
because the agency would not do the job adequately. Opinions soon
became crystallized in favor of an independent-agency form of adminis17
tration which had been recommended by the National Planning Staff.
Various ideas were also expressed as to the organization of the
agency. The Senate finally recommended a single administrator with an
advisory board. A slightly more corporate form was accepted by the
House. Other ideas had been presented, including proposals for a
strictly corporate form with a board of directors, who would exercise
restraint on independent action. Others wanted a bi-partisan commission
appointed by the President to administer the new act.
The power of the administrator was another problem much discussed in committee. The Harriman report had recommended greater
authority on the part of the chairman than the Herter report, which
favored more division of authority. The general feeling was, however,
that the administration needed a strong leader plus a board of advisors.
Some thought this man was going to be too powerful, but Marshall defended
18
the power of the administrator.
Such a strong administrator it was
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suggested, should come from the business world rather than from the
foreign service.
The strong administrator would need help. To help him it was
decided to create an advisory council and a special ambassador in
Europe. The special ambassador would be in effect a spokesman for
19
the administration.

Through him the main business of the agency

would be transacted. The administrator was also to have a small staff
and advisory board in Washington. The Herter bill in the House recommended a large advisory council of the sixteen member nations in Europe
plus members of the National Advisory Council. The hearings also worked
on the problem of the relationship of the administrator to the President
and the Secretary of State. It was suggested that differences of opinion between the administrator and the Secretary of State would be referred to the President. Marshall, however, defended the administration
draft legislation saying that nine times out of ten, the Secretary of
State and the Administrator could work out difficulties themselves with20 After some discussion this seemed to be
out burdening the President.
the consensus of opinion. It was also noted that the administrator
should start working with the President on the plan as soon as possible.
Discussions on the subject of American resources constituted a
subordinate theme of consideration in the hearings. While not taking
up the center of attention in the hearings, questions of the impact of
the plan on American life were serious topics in the minds of most committeemen. The basic questions asked were: whether U. S. resources
were adequate for such an extensive aid program, what items were needed

19Ibid., January 29, 1948, p. 716.
20Ibid., January 12, 1948, p. 64.
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and by what means were they to be provided.
One major item in the discussion of resources dealt with agricultural items. The problem was stated most fully by Dulles. While some
countries in western Europe had reached 1938 levels industrially, they
had not reached this level agriculturally. The low average calorie intake of Europeans was also discussed in relation to the amount of aid
needed. The plan was to lift this intake. Grain availability also came
under discussion. It was stated that Europe had about 6 million bushels
less than what she needed in the prewar years. Although conservation of
grain by farmers was asked by Secretary of Agriculture Clinton Anderson,
he also stated that food exports under the program would be less than
exports during 1946 and 1947. He stated Europe could get grain from
21
countries such as Argentina also.

The idea of procuring Argentine

foodstuffs was particularly seized upon by Congressional committeemen
because it offered a way to reduce the outflow of U. S. footstuffs under
the aid program. Since Argentine had surpluses in wheat and other vital
goods, Congressmen looked upon the idea with hope. The general outcome
of the discussions, however, showed that American resources were adequate to support the plan even without Argentine aid.
Iron, steel, petroleum and other vital resources were also discussed at the hearings. The problem was simply stated: Europeans, if
they were to become a stable community, must produce more than they had
produced before World War II. They were handicapped in this effort by
losses of resources - population, shipping, and, most important, industrial supplies. They needed U. S. aid to supply needed resources, and
coal and steel were most essential. Steel, however, was perhaps the
21
Ibid., January 21, 1948, p. 513.
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weakest link in the U. S. supply of available resources. Shortages were
22
felt particularly in scrap metal needed for steel production.

Coal

was also difficult to obtain by U. S. companies because of transportation
difficulties. Congressmen naturally were not anxious to deplete our supplies. As a result of discussions, committee men agreed that imported
steel was essential to European recovery, but rejected the idea of
giving scrap metals to European nations. Petroleum was another part
of the resource problem discussed by Congressmen. Although it was difficult to ascertain U. S. resources, it was felt that the strain on U. S.
petroleum resources would not be too great if there was increased imports from the Middle East. Interior Secretary Julius Krug called for
an increase in synthetic liquid fuels and more construction of refineries
in Europe to meet increasing European demands.
Partly because of the problems posed by a drain on resources,
investigators on committees were quick to see a possibility of getting
a return on our investment in the form of strategic goods. The Herter
Committee strongly recommended that the U. S. should receive a partial
23
repayment for aid inthe form of strategic goods.
They argued this
would stimulate production and give us priority in obtaining these
materials. Questions arose, however, over the wisdom of having the
C.E.E.C. countries repay in the form of strategic materials. Secretary
of the Treasury John Snyder pointed out, however, that these countries
in the immediate future needed to sell as many products as possible to
relieve their balance of payments deficit. Generally it was agreed that
such a program would not be advantageous even though it might save the
22
Ibid., February 4, 1948, p. 409.
23Ibid., January 27, 1948, p. 170.
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the U. S. money.
While concerning themselves with U. S. resources, Congressional
investigators were concerned with best utilization of U. S. resources
once they reached Europe. A problem in this area was the dismantling
of German plants which had been taking place since the Potsdam reparation agreement. Since investigators felt German and especially Ruhr
recovery was essential to European recovery, they felt that this practice of dismantling would hinder proper utilization of American resources
in Europe, and raise the cost of effective aid. Vandenberg in the Senate
and his counterpart in the House, indicated their desire to go fully into
the German reparation and dismantling question.
Under the Potsdam agreement, the Allies were to get 75 percent
and the Russians 25 percent of the industries dismantled in the western
zones. Zonal authorities determined what industries would be dismantled.
As Congress delved further into this situation it discovered that out of
a total list of 682 plants to be dismantled, 342 had not yet been touched.
Of the 40 plants removed from the American zone, 32 were war plants designed
24
exclusively for war production. The plants now being dismantled were
supposed to be tag ends of those previously allotted to the Soviet Union.
The U. S. was supposed to have stopped dismantling of general purpose
plants in May 1946.25
The Congressmen, however, were concerned that these plants would
be useful to German recovery. The Herter committee had given top priority
to delivery of gas and oil to Europe, yet the U. S. was dismantling four
24Germany 1947-1949, The Story in Documents, Department of State,
Publication 3556, European and British Commonwealth Series 9, March,
1950, p. 413.
25
Senate, Hearings, January 8, 1948, p.31.

69
pipe-making plants which could produce pipes to carry oil fromthe Middle
East. Furthermore, there was concern over dismantling fertilizer plants.
U. S. authorities said, however, that the fertilizer plants were in the
French zone and they had no control over them.
Why was dismantling not stopped if it might jeopardize recovery?
The State Department decision to continue dismantling rested on three
arguments. The first was that Germany's excess capacity, e.g., these
extra plants - were built primarily for war and could not be put into
26
production in the forseeable future (four or five years).
Second, the administration also said that General Clay didn't
want to halt dismantling because he had promised the Germans to dismantle the listed industries and to conclude the matter promptly. The
German people had been told repeatedly that this list of plants to be
removed (issued October 16, 1947) would be the final one. Clay thought
suspension would cause serious political repercussions.27
The third reason why they had not stopped dismantling centered
on the idea that stoppage would seriously prejudice our relations with
members of the Inter-Allied Reparations Agency who were receiving equipment from dismantled plants. In November 1947 the Inter-Allied Reparation Agency had protested to the Council of Foreign Ministers that dis28
mantling was going too slowly.
The State Department argued that it
was politically advantageous to continue dismantling. These reparations
in the form of equipment were being put to good use in Britain, for example, in the shipbuilding industry. Thus Under-Secretary of State
26
House, Hearings, January 28, 1948, p. 363.
27
Story in Documents, p. 419.
28Ibid., p. 377.
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Robert Lovett argued that this dismantling would not cost the U. S.
more, but less, since the equipment was being integrated into the
29
productive facilities of the recipient countries.
Thus, although it would perhaps be advantageous to stop dismantling, the State Department was unwilling to do this because it felt
it wiser politically and economically to continue. A change in dismantling policy, stated Lovett, could not be made until a complete
Congressional study of its economic effects was made. Until that time
and during the debate for the aid program, Congress had to accept the
dismantling program as it was and try to make the best of the situation
by using the aid funds wisely.
The Congressmen also discussed the justification for aiding certain nations during the hearings. While these discussions were not all
important, they did raise some animosity among Congressmen and were an
important source of disagreement in the hearings. As stated in the
first section of this chapter, motivation and justifications for the
plan occupied one level of discussion. In discussing what countries
were to be aided the motivations and justifications behind the proposal
could be seen readily. Many Congressmen criticized the proposal because
countries not seeming to need aid were nevertheless included.
Iceland, Portugal, Switzerland, Sweden and Turkey - countries
suffering little war damage - were included in the plan. Marshall
answered this criticism by stating these countries' involvement was
necessary to insure more cooperation and unity among European nations.30
Congressmen supporting the plan, however, used a humanitarian explanation.

29Ibid., p. 373.

30House, Hearings, January 12, 1948,
p. 59.
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All European nations were hit by the war, they said, and all could benefit
from aid. Prosperity anywhere helps prosperity everywhere. They called
on opposition Congressmen to have a more "Christian attitude" and help
31
our neighbors in Europe.

Turkey and Greece were especially included

for their need for military aid, implicitly to stop Communist advances.
Spanish inclusion in the program was considered, but then dropped because
of C.E.E.C. opposition and the danger that aiding a fascist state would
32
give the Communits a propaganda weapon.
China aid was also a sore point in the hearings. China aid was
proposed on both humanitarian and anti-Communist grounds. Clarence
Gauss, former U. S. Ambassador to China, stated that China was facing a
Communist 100 times as strong as Communist forces in Greece. Manchuria
was almost completely controlled by Russia, and north China was rapidly
falling into their hands.33

As a result of this situation, communica-

tions were disrupted and many were starving. In addition to these
motives, General Claire Chennault testified that the Russians could
easily secure all Europe by force, but were waiting until China was
secured to start this advance.34 He thus made Chinese aid essential to
European survival. Military aid, at the least, seemed necessary for
China.
Marshall was reluctant to include China in the program. He
testified that he thought our national security was in greater jeopardy

31
U. S. Congress, House, Congressional Record, 80th Congress,
2nd Sess., March 10, 1948, A1513.
32
"Marshall Plan Troubles," New Republic, April 12, 1948,
CXVIII, 8.

33House, Hearings, March 8, 1948, p. 2177.
34Ibid., March 10, 1948, p. 2231.
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in Europe than in China. He was also inclined to think that if we left
the China situation as it was, Russia would not make more offensive
attacks in the area.35

Other Congressmen against Chinese inclusion in

the aid bill believed that this inclusion would delay action on crucial
European aid and would be a stop-gap measure at best, providing little
real assistance.
Marshall, late in the hearings, seemed to alter his opinions
on China aid because of the increasingly rapid deterioration of the situation in China. Marshall called for primarily military aid. It was
acknowledged to be stop-gap aid to stem the Communist advance. Many
Congressmen, including House Foreign Affairs Committee Chairman, Eaton,
were much disturbed at this change of mind and felt this aid would per36
haps hinder effective European recovery while not helping the Chinese.
Late in February 1948 the hearings on the European Recovery Program drew to a close. The great majority of the testimony presented at
the hearings was generally favorable to the acceptance of the Marshall
Plan, and almost all realized by this time that the plan would pass.
To Senator Vandenberg must be given much of the credit for this favorable outlook. Senator Vandenberg made the administration proposal workable and acceptable to Congress and to the country.37 Representatives
also can be given credit for this favorable outcome from the hearings.
They worked very hard and realized the gravity of the situation.
French and British Ambassadors were informed that the hearings

35"Washington Wire," New Republic, November 24, 1947, CXVII, 3.
36
House, Hearings, February 20, 1948, p. 1547.
37Dulles, E. cit., p. 108.
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Although
were closing and that a draft bill might be ready soon.
France and Britain had already reconvened a coordinating committee to
study the proposals, they had to face some skepticism among the European
public caused by what they felt was a long delay in needed aid.
The hearings were a direct ancestor to the final Marshall Plan.
Within their proceedings motivationfor the plan was clarified and technical problems were worked out. The discussions showed the plan's
emphasis as basically an anti-Communist measure, with a humanitarian
undertone. After being reported out of committee, the plan was ready
to be submitted to Congressional debate - its final and most decisive
test.

38"Estimate Made for European Financial Aid," State Department
Bulletin, February 22, 1948, XVIII, 233.

CHAPTER VIII
DEBATE AND PASSAGE

The Marshall aid plan was well on its way toward final passage
in February and March of 1948. The last hurdle would be the Congressional
debates. These debates mirrored to a large extent the happenings of the
Congressional hearings. Yet the debates did interject new opinions. It
is with a discussion of these debates and the final emergence of a European recovery program that this chapter is concerned.
The House Rules Committee meeting, on March 22, 1948, scheduled
a week of debate on foreign aid. Votes were to be taken after Easter.
Meanwhile the Senate turned its attention to additional aid for Greece,
1
Turkey and China. As the floor debate opened, time was uppermost in the
minds of the administration as well as the Congressmen. The recent Czech
coup and the increasing strength of Communist parties in Italy were incen2
tives to rapid passage.
Majority support in both houses was soon certain. By and large
the discussion in both houses was free from acrimony as members sought
to understand the proposed act fully and assess its implications. There
were some sharp interchanges, especially concerning the amounts spent or
methods of administration. These were minor, however, because the urgency
of the aid program to halt Communist advances was clearly seen by members
of Congress. At the very start of debate the program had already gained
'New York Times, March 22, 1948, p. 1, col. 4.
2
"The Shape of Things," Nation, March 20, 1948, CLXVII, 318.
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wide acceptance and chances of passing the program seemed very favorable.
It was felt that both houses would pass it by the first week of April.
The primary battle during the debates concerned the amount of
aid. The goal of critical Congressmen was to cut the total.3 There
was also early rumblings of discontent over the prospect of continuing
taxes to bail out Europe. The U. S. had spent approximately $16.3
billion on postwar European aid programs prior to the Marshall Plan.
Congressmen wanted to be very sure that this program was not another
operation "Rathole" as other aid programs had been dubbed.4 Yet it was
early understood that unless the aid appropriation was made with a fouryear program in mind - unless it was recognized that all parts of the
program were interrelated and focused on definite objectives, nothing
could prevent this from becoming another "Rathole".5

Congressmen had

to be sure that aid would be adequate and continuing.
In debate it was realized figures beyond the first year of the
plan were highly conjectural, and debate centered upon the initial amount
6
The House Foreign Affairs committee recommended
to be appropriated.
$5.3 billion in aid for the first twelve months, while the earlier
administration proposal had asked for $6.8 billion for fifteen months.
Herbert Hoover added his appeal for $4 billion for fifteen months and
Robert Taft also wanted this figure.
3Bradford H. Westerfield, Foreign Policy and Party Politics
(New Haven: Yale University Press, 1955), p. 279.

4U. S. Congress, Senate, Congressional Record, 80th Congress,
1st Sess., November 20, 1947, A4251.
5Edward S. Mason, "The New Approach to the U. S. Role in European Economic Stabilization," Proceedings of the Academy of Political
Science, January, 1948, XXII, 429.

6U. S. Congress, House, Congressional Record, 80th Congress,
2nd Sess., January 22, 1948, A356.
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Some significant debate also centered on resources and domestic
effects of the aid program. The public was being told in March 1948
that the plan would mean sending 132,000 trainloads of coal, 118,000 of
grain, and 4,900 of steel to Europe. The U. S. would also be providing
$500 million in American electrical equipment to European nations.7
Congressmen were still worried that these deliveries would be an excessive drain. However, others assured them that taxes, increased low-cost
power facilities, and accelerated development of western resources would
8
help offset any drain on U. S. resources and capabilities.
In addition,
the 1948 crop outlook showed a greatly improved situation, as did steel
production. More steel would be available by the end of 1948.9
Another area discussed in debate was administration. The question,
however, of whether an agency should be created was never seriously debated. Vandenberg had narrowed Congressional opposition to the program
by formally proposing an independent agency responsible only to the
President. By calling in the Brookings Institution, who endorsed his
'idea, he skillfully nullified criticisms in advance. The National
Planning Association had also supported this plan, and this analysis
also foreshadowed its approval.
Debate on special areas such as Turkey, Greece, China, and Germany was swiftly handled. In the Senate separate bills passed on Greek
and Turkish aid, and it was emphasized Congress must be free to

7Ibid., March 29, 1948, A1971.
8Ibid., Senate, February 2, 1948,

1573.

9William Mallalieu, British Reconstruction and American Policy
(New York: Scarecrow Press, 1956), p. 63.
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10
reallocate aid to these countries in emergencies. Many Congressmen
were particularly insistent on a China aid program, as were the committeemen in the hearings. The inclusion of the Chinese aid program as a part
of the plan was perhaps a disciplinary gesture by the Republican controlled Congress to show the executive branch and the public that it
11
had an important say in foreign affairs.

Vandenberg was worried,

however, that China aid, because it added further complexity to the proposals, would delay passage of the program. Furthermore, the Senate was
preparing a separate bill for aid to China. The end result would be
12
three Senate bills confronting the single House proposal.
Relatively little attention was paid to Germany during the
debates. American and European experts proposed a secondary status for
American and British zones although General Clay and Ambassador Murphy
contended that the western zones were better prepared than any other part
13
of Europe to use Marshall plan aid effectively.
A strong program of
German aid did receive support, however, partly due to a large GermanAmerican voting group in the Republican central states and to an appeal
for economy "to get Germany off American taxpayers' backs . . ."14
Humanitarian reasons were also noted.
Some opposition to the plan was to be expected in the debates.

10U. S. Congress, House, Committee on Foreign Affairs, Hearings
on H.R. 4840, H.R. 4579 and similar measures, 80th Congress, 2nd Sess.,
March 24, 1948, p. 2026.
11
Lester Markel, et. al., Public Opinion and Foreign Policy
(New York: Harper and Brothers, 1949), P. 89.
12
New York Times, March 24, 1948, p. 1, col. 1.
13
Robert Murphy, Diplomat Among Warriors (Garden City: Doubleday
and Company, 1964), p. 309.

14Westerfield,

op. cit., p. 279.
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This opposition came from (1) advocates of tax reduction and federal
economy who felt their program was incompatible with large expenditure
for foreign aid,

conservatives of both parties unwilling to support

"socialistic" governments in Europe with American funds, and (3) legis15
lators concerned with domestic inflation and shortages.
Nineteen forty-eight was an election year and favorable action
on a question of major importance was unlikely without strong bipartisan
support. Republicans, however, were determined to carry out pre-election
promises to cut taxes while still balancing the budget. In spite of this
incentive, no serious reduction in the aid funds was made by the Republican Congress. The G.O.P. in the 80th Congress was not united in opposition to the program. Many Republicans could be persuaded to favor the
16
plan if influenced by a strong and vigorous leader.

This leadership

was provided in Congress by Republican Senator Arthur H. Vandenberg and
Republican Representative Charles A. Eaton, the chairman, respectively
of the Senate Committee on Foreign Relations and the Committee on
Foreign Affairs of the House of Representatives. They championed the
aid program in a truly bipartisan manner. Without their bipartisan
leadership, Truman stated later, the Marshall Plan would have been ham17
pered, if not blocked completely, by the Republican majority.
To Vandenberg went special credit for reducing opposition to
the plan. Vandenberg and Marshall had met before Congressional actions

15
Susan H. Hartmann, The Marshall Plan (Columbus: Charles F.
Merrill Publishing Company, 1968), p. 53.
16
Westerfield, op. cit., p. 295.
17
Harry S. Truman, Memoirs (Garden City: Doubleday and Company,
1956), II, 172.
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began to settle points in the aid program. Marshall spoke warmly of
Senator Vandenberg as "a full partner in the adventure." At times, he
18
said, "I was his right hand man, and at times he was mine."

Marshall

Plan administrator, Paul Hoffmann, also remarked four years later that
"Vandenberg was the giant on the Congressional side. It was his leadership, both intellectually and legislatively that led to the almost unani19
mous agreement given to the E.C.A. program."
The opposition did what it could to alter the aid program, but
it lacked aggressiveness. It was certainly in the minority as the bill
received an impressive amount of favorable support from many prominent
businessmen and industrialists. Economic interests were generally favor20
able.
(An exception was the shipping companies who opposed leasing idle
U. S. vessels to European countries.)
All signs predicted the plan would pass overwhelmingly. The New
York Times stated that a "ground swell" of public opinion was demanding
21
passage of the aid program.

The public had been influenced by such

speeches as that of Marshall at Berkeley, California, on March 19, 1948.
Marshall compared the Russian threat in Europe to the Nazi threat of the
1930's. He further stated the aid program was essential to stop the Communist advance.
Eventually nearly all newspapers were favorable to the plan except
the McCormick, Hearst, Patterson and Knight chains. Other advocates

18Harry B. Price, The Marshall Plan and Its Meaning (Ithaca:
Cornell University Press, 1955), p. 67.
19
Ibid., p. 63.
20
Richard S. Kirkendall, ed., The Truman Period as a Research
Field (Columbia: University of Missouri Press, 1967), p. 58.
21
New York Times, April 4, 1948, IV, p. 8, col. 1.

80
included such organizations as the American Farm Bureau Federation,
American Federation of Labor, National Grange, Chamber of Commerce, and
League of Women Voters. The majority of veterans also stood behind the
22
program.
Successful Farming Magazine reported, in a March poll, that
72 percent of the farmers were informed of the plan and 49 percent favored
the program.
At the beginning of debate, Marshall had warned Congress that the
European recovery program must be passed by April 1 to prevent a vacuum
in the pipeline of food and material to Europe. Late in March Truman
added extra urgency to this plea by stating the U.S.S.R. was not plotting the subjugation of Europe, and quick adoption of the European
23
Recovery Program was essential.
With this warning in mind, the Senate
and House acted swiftly to close debate and vote on the program. The
Senate approved its bill authorizing $5.3 billion for the first twelve
months. All amendments were defeated. This being done, the showdown
would be in the House. The House bill included aid to China, Greece,
and Turkey, while the Senate's did not. The Senate passed Greek and
Turkish aid separately. The House now decided to continue with the
omnibus bill. Among other variations in the bills were restrictions
on east-west trade and methods of repayment.24
The House version of the European Recovery Plan (or Marshall Plan
bill) was remarkably similar to the Vandenberg bill passed by the Senate.
The same amount of $5.3 billion for twelve months was adopted, but the

22U. S. Congress, House, Congressional Record, 80th Congress,
2nd Sess., January 26, 1948, A430
23
New York Times, March 18, 1948, p. 1, col. 8.
2
24Ibid., March 20, 1948, p. 1, col. 4.
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House appropriated it in two sections - $4.3 billion for straight aid,
25
and $1 billion for loans through the Export-Import Bank.

What the

House achieved through an omnibus foreign aid bill, the Senate approved
piecemeal.
Now the bill, on request of the House, was sent to conference
with the Senate. Some technicalities were cut out of the House proposal in conference. As the bill emerged, the public was warned not to
expect appropriations on it until May. Both House and Senate had anticipated this delay by making available one billion dollars through the
Reconstruction Finance Corporation to finance the provisions of the
26
program in the interim.
The President signed the bill on April 3. It is significant
that the bill passed before the crucial Italian election and lessened
the threat of a Communist takeover, an event greatly feared by Congress.
President Truman credited Vandenberg, Krug, and Snyder especially for
27
their aid in passage of the bill.

The program, with some exceptions,

was what President Truman had requested in his message to Congress
December 19, 1947. The aid program also received final passage a day
after the deadline he had set at that time.
It is rather ironic that two days before the signing, Russia
began to impose restrictions on Berlin communications. As the bill was
signed, the recovery program for Europe took a back seat as newspapers
emphasized Berlin's difficulties. The Communists thus scored a
propaganda Victory, but could do little to hinder the economic

25
"Boost for ERP," New Republic, March 39, 1948, CXVIII, 8.
26
New York Times, April 1, 1948, p. 1, col. 1.
27
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28
unification of western Europe.
Many provisions of the new law were adopted from previous aid
legislation. Innovations in this bill, however, included a new agency,
29
a joint approach to the problems of Europe, and a self-help emphasis.
Though the authorization was for a twelve-month period instead of the
fifteen months requested by the Administration, the monthly rate was
almost exactly the same as Truman proposed. A major change from the
administration proposal was the addition of 463 million dollars for
China, and 275 million for Greece and Turkey. This aid program would
require a separate appropriation yearly.
Other provisions provided for the administration of the bill.
This was placed under an Economic Cooperation Administration. It would
be an independent agency removed from the jurisdiction of the State
Department. The Secretary of State had to appeal to the President if
he disapproved of the administrator's actions. The head of the new
agency was the administrator. In consultation with the National Advisory Council he could decide whether a given country needed a grant or a
30
loan.

On April 6, Truman sent to the Senate the nomination of Paul G.

Hoffmann, President of Studebaker Corporation, as administrator. It
was already realized that this would be a thankless job with heavy
responsibility. The administrator would have to shoulder U. S. criti31
cism and evaluate European progress toward recovery.

28
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29
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30
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31
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The bill also provided for termination of aid if a country lost
its sovereignty, screening of all employees of the E.R.P. administration
by the F.B.I., and the giving of 60 million dollars for the U. N. International Children's Emergency Fund. To minimize the drain upon resources
the administration was required to purchase surplus U. S. agricultural
32
commodities.
Thus at the end of the 80th Congress, the bi-partisan collaboration in European affairs which had been developing since the administration decided to "get tough with Russia", culminated in bipartisan
initiation of formal steps toward closer American alliance with western
Europe through the European Recovery Program.33
As the Marshall aid program was in its final stages of passage,
other equally significant events were taking place in Europe which were
designed to implement the program. Congressmen, since the early stages
of the plan, had stressed the necessity for maximum self-help by European countries. The threat of Communist action in western Europe was
growing and Congressmen wanted western European unity as soon as possible.34 Late in March, 1948, a second Paris conference was held to
draft a charter for a permanent European organization to administer
the Marshall Plan on the continent. Any nation who could qualify was
welcome. West Germany's place in the program was given full representation by military officials of the zones. The French had finally

32Ibid., April 3,
1948, P. 4, col. 4.
33Westerfield, 21, cit., p. 295.
34George Marshall, "Exploratory Discussions on Import Programs
within Scope of ERP," State Department Bulletin, March 21, 1948, XVIII,

375.
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consented to this.
When the news of the Marshall Plan passage was made known to
this conference, Bevin and Bidault pledged support of the aid program.
While the British were in favor of the plan throughout its emergence,
the French pledge denoted a new enthusiasm on their part for the plan.
American diplomacy had recently removed a principal French objection to
the plan. The U. S. had agreed that after 1949, France would keep the
total coal output of the Saar region enabling her to fulfill her Monnet
recovery plan.35

The other delegates to the Paris conference also ex-

pressed satisfaction with the bill. They saw no obstacles to acceptance
of the conditions attached to the aid program.
By April 8, 1948, a charter and statutes for a permanent European organization were approaching final form. A general outline of a
multilateral pact had been shaped. The countries pledged themselves to
achieve rehabilitation before the end of the plan. They also promised
36
to resist Soviet threats.

The permanent organization would have a

small permanent executive Board. Robert Marjolin of France was named
Secretary General. This Organization for European Economic Cooperation,
as it was officially named, would become a seedbed of European integration. In addition to administering the Marshall Plan aid, it would
facilitate establishment of the European Payments Union and the Common
Market.37

Thus the Marshall Plan, with both European and American

35"Europe and the Marshall Plan: Special Report," New Republic,
March 15, 1948, CXVIII, 14.
36

New York Times, March 16, 1948, p. 1, col. 6.

37William Mallalieu, "The Origin of the Marshall Plan: A Study
in Policy Formation and National Leadership," Political Science Quarterly-, December, 1958, LXXIII, 503.
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support, was launched in April 1948. Its accomplishments against the
threats of hunger, poverty, and Communist expansion would rest upon a
firm foundation of American and western European cooperation.

CHAPTER IX

CONCLUSION

The Marshall Plan came into being in April, 1948. Its main
purpose was to contain Communist expansion in Europe. While it will
be readily admitted there was a strong humanitarian motive, containment was the dominant force. The Marshall Plan was a way to stop
Russia without war.
Why the aid program was formulated for Europe only remains
1
somewhat of a mystery.

One reason was that the U. S. simply could

not help the entire world at once. Realizing this fact, she chose the
area where aid would be most effective and where the threat of Communism
seemed most imminent. The shock of the Communist seizure of Czechoslovakia, at the end of February, 1948, showed dramatically the threat to
Europe. This event greatly helped passage of the bill, as did the
pressure of the Italian elections, scheduled for mid-April. U. S.
statesmen and legislators were afraid of a domino effect in Europe if large countries such as France or Italy were lost, the smaller
2
nations of western Europe would also succumb to Communism.
Thus Marshall felt that a European collapse could be averted
by an economic aid program aimed at recovery to contain the sweep of
Communist Russia into Europe. Differing from earlier aid programs,

1
China aid was placed in the program only because of great
pressure from legislators, not because it was originally contemplated
within the E.R.P. program.
2
Ellen G. Garwood, Will Clayton: A Short Biography (Austin:
University of Texas Press, 1958), p. 116.
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the Marshall Plan approached aid with a broad, reconstruction purpose.
Secretary Marshall and George Kennan had decided that a truly reconstructed and healthy western European economy would be a prerequisite
for any genuine settlement with Russia. Mandatory for this reconstruction in Europe was economic integration and unity, since it was felt
separate economic units would not be able to function effectively in
the world power structure. The Committee for European Economic Cooperation was formed to make real the idea of unity.
Many Congressmen, including Senator Vandenterg, also felt
recovery would save the U. S. money. If it were effective, there would
no longer be a European "Rathole", so objectionable to taxpayers.
Through the plan, the U. S. could deal with European problems on an
overall basis instead of dealing with unanticipated crises one by
one.3
One may argue the wisdom of such a recovery program designed to
check Communist expansion in Europe. Would not a policy such as the
Marshall Plan also create mounting tensions and further the division
that was already occurring between the Eastern and Western Blocs?
Perhaps so, but it was felt in the State Department that the break had
already occurred. (It could be seen at the Moscow Conference.) It was
felt the only viable course was containment, and America had to lead in
this effort, recognizing her responsibility as the greatest world power
opposing Russian dominance. Said George Kennan, "The issue of Soviet American relations is in essence a test of the over-all worth of the
United States as a nation among nations. The observer will, on looking

3H. Bradford Westerfield, Foreign Policy and Party Politics
(New Haven: Yale University Press, 1955), p. 275.
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at the situation, experience a certain gratitude to a Providence which,
by providing the American people with this implacable challenge, had
made their entire security as a nation dependent on their pulling
themselves together and accepting the responsibilities of moral and
political leadership that history plainly intended them to bear."4
The Marshall Plan was a manifestation of this responsibility.

4„X" (George F. Kennan), "The Sources of Soviet Conduct,"
Foreign Affairs, July, 1947, XXV, 582.
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