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INTRODUCTORY NOTE

Even before the Committee on Foreign Relations began its study
of the European recovery program it was apparent that the major
problems involved in the administration of such a program deserved
very careful consideration. Accordingly, on December 30, 1947, the
chairman of the committee requested the Brookings Institution to
Prepare a brief analysis of the main administrative proposals that
wve been put forward, taking into account the experience of our
Government with respect to similar programs during recent years.
It was believed that as a result of such a study certain basic principles
might emerge which would be of assistance to the committee in its
attempt to find the type of administrative organization that would
help insure an effective ERP.

he report of the Brookings Institution is printed herewith for
the use otp the Senate and the Committee on Foreign Relations. The
conclusions of the Brookings Institution will be found on pages 15
to 20.
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REPORT ON ADMINISTRATION OF UNITED STATES AID
FOR A EUROPEAN RECOVERY PROGRAM

INTRODUCTION

This report on the administration of United States aid for a Euro-
pean recovery program has been prepared at the request of the chair-
man of the Committee on Foreign Relations of the United States
Senate. In his request, the chairman asked the Brookings Institu-
tion to undertake a rapid review and analysis of the principal pro-
posals that have been made for the administration of the program,
taking into account the experience with the administration of similar
programs during the past few years. Upon the basis of this study,
an independent appraisal was requested of the requirements for an
administrative organization that weuld insure maximum business effi-
ciency in proper coordination with other aspects of our fureign policy
and the conduct of foreign relations,

In this undertaking, a review has been made of the three major
proposals emanating from within the Government, namely the report
by the President’s Committee on Foreign Aid (known as the Harri-
man committee) ; the reports of the House Select Committee on For-
eign Aid (known as the Herter committee) and the bill, H. R. 4579
(the Herter bill), that embodies the recommendations of the com-
mittee; and the specinl message from the President to the Congress
on December 19, 1947, together with the draft bill (subsequently in-
troduced as H. R. 4840) and the supporting report submittecd by the
Department of State. Extensive consultations were held with many
persons who participated in the preparation of the foregoing pro-
posals and consideration was given to the bases upon which their con-
clusions were drawn,

Account has also been taken of the proposals for administration of
the program that have been put forward by private organizations, such
as the Chamber of Commerce of the United States, the National Asso-
ciation of Manufacturers, the National Foreign Trade Couneil, the
Congress of Industrial Organizations, and the National Planning As-
sociation—to name only a few—and of proposals and suggestions of a,
more informal nature made by private individuals both inside and
outside the Government. Finally, recent American programs for
overseas relief, economic development, and aid were reviewed by
members of our staff who have had extensive experience in this gen-
eral field.

The results of this study and the conclusions reached are presented
in the three parts of this report. Part 1 outlines briefly the nature of
the administrative problems involved in the proposed European re-
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2 EUROPEAN RECOVERY PROGRAM

covery program. The outstanding issues that the Congress faces in

determining the character of the administrative arrangements for the -
program are set forth in part 2, together with a summary of the main

arguments that have been advanced with respect to each issue. Part

3 states the conclusions reached.

Parr 1. Tar NATURE oF THE PROBLEM

The administration of United States aid for a European recovery
program, in its manifold policy and operating aspects, must be con-
sidered in relation to the basic objectives of the program. The central
purpose is to help the participating countries, in&ividmﬂl‘y and as a
group, to help themselves in achieving economic stability and in
strengthening free institutions. The attainment of this purpose re-
quires the operation of a gigantic foreign economic program, which,
in some of its phases, partakes of the character of business enterprise.
But the administration of the program is not merely a business matter.
In the nature of the case, the program involves relations among sov-
ereign nations and is, therefore, mmextricably bound up with a wide
range of United States foreign policies at the highest level of govern-
ment.

Once Congress approves the program, bilateral agreements must be
negotiated by the United States Government with each participating
European country, under which the latter will be required to accept
certain obligations, varying according to circumstances, as a condition
of receiving aid. Simultaneously, some arrangements will have to be
worked out with the over-all continuing organization that it is expected
will be created in Eur;PE by multilateral agreement among the par-
ticipating countries. From time to time there will be need for subse-
quent negotiations involving possible modifications of these basic
agreements. The program thus calls for the initial establishment and
Eossib]e later revision of a new set of relationships among a large num-

er of governments. It also calls for special liaison with a number of
existing and contemglated international organizations, both European
and general, in addition to the special organization set up by the
participating countries,

The day-to-day administrative operations of the program will take
place within the framework provided by this complex of agreements.
The supplying of the goods and services under these agreements cannot
be handled simply by turning an experienced purchasing agent loose
with the requisite funds. A program must first be planned—in rela-
tion to the specific needs of each of the participating countries and
with due regard to available supplies in the United States, as well as to
the possibility of obtaining some portion of the materials from other
countries. There is thus required a wide knowledge of economic con-
ditions in Eurore, the capacity of the domestic economy, possibilities
in international trade, and negotiations with foreign governments,
as well as skill in routine business operations.

Since one of the objectives of the program is to promote rather
than retard the resumption of commercial operations between coun-
tries, much of the procurement is expected to be carried out through
normal business channels. Such purchases will, however, have to
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be guided by the administration to insure conformity with the pro-
gram. Export controls, priorities, and powers of allocation will
doubtless be required in some cases to lessen the adverse effect on the
domestic economy., Provision will have to be made for the efficient
use of transport facilities within the United States and in overseas
shipments. The employment of overseas transportation raises such
questions of policy as the distribution of cargoes between United
States and foreign-flag vessels, those concerning the sale or charter
of United States Government-owned ships, the interests of the United
States merchant marine and the national defense, and problems of
coordination in procurement and operation of shipping,  Important
decisions will also need to be made on a wide range of financial prob-
lems, relating both to the expenditure of Government funds and to the
stimulation of private financing.

Many of these activities will have a direct bearing on the capacity,
health, and strength of the American economy and, from this standl-
point, they are obviously not exclusively the concern of the administra-
tion of the European recovery program. In some cases the direct
assistance of many departments of the Government will be necessary.
The decisions to be made affect the policies not only of the Department
of State, but also in some instances the Departments of the '}‘I'easm'y,
Commerce, and Agriculture, the Military Establishment, the Maritime
Commission, and other agencies of the (overnment.

At the European end, the administrative problems are of the most
diverse character. The administration will be concerned, in every
participating country, with such problems as the following: The ade-
quacy of recovery programs; methods of allocating, distributing, and
using American supplies: trends in export and import trade, includ-
ing trade with nonparticipating European countries; currency reform
and exchange stabilization ; fiscal policies; the use and control of local
currencies cﬁaposited in earmarked or special accounts; and facilitating
the sale of special materials to the United States for stock piling and
other purposes. In connection with joint undertakings that transcend
the efforts of particular countries, the administration will need to
collaborate closely with the organization established for that purpose
by the participating countries.

To prevent the possibility of dissipating or misusing the aid given,
it is vitally important that the administration set up certain tests by
which to gauge the general progress of the program as a whole and the
degree of compliance on the part of the European countries individu-
ally and collectively. Such tests must he \\'Ul‘Lt‘l_]. out with responsible
officials of the European governments. Because of constantly chang-
ing conditions the administration will need to have discretion within
the framework of the commitments made in the governing agreements,
It is obvious that such decisions have an important bearing on many
aspects of American foreign policy, especially if occasions arise for the
termination of aid.

Western Germany will present many special problems, whether
American economic operations there are integrated with the program
worked out for the 16 European countries or merely coordinated with
it.  The situation in Germany differs, however, from that in the other
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4 EUROPEAN RECOVERY PROGRAM

countries because there is no sovereign German Government with
which to deal, and direct operations are therefore involved. These
operations are complicated by the fact that they need to be coordinated
with the operations of the other two occupying powers, Great Britain
and France.

Two things are evident from this brief outline of the nature of the
program: First, the administrative task is one of extraordinary mag-
nitude and complexity, requiring an unusual combination of experi-
ence, skill, and judgment; and second, it is neither a purely business
job nor a purely governmental operation, but a mixture of both, The
problem before the Congress is thus to create administrative machin-
ery that will insure an effective carrying out of the business aspects
of the program in proper coordination with the requirements of our
domestic economy and at the same time promote to the fullest possible
extent the attainment of the Nation's foreign-policy objectives.

Parr 2. Oursranping 18sUrs

The major issues that the Congress faces in determining the char-
acter of the administrative arrangements for the European recovery
orogram arise both from differences in evaluations of tasks to be per-
ormed and from varying interpretations of the results of the admin-
istrative experience of the Government, especially during and since
the war, in administering similar programs.

Despite these differences, current proposals for administering the
program seem to be in agreement on the following points:

1. A new agency~Primary responsibility for administering the

rogram should be lodged in a new temporary administrative agency.
Success of the program is so important to the national well-being of
the United States that the organizational arrangements for the agency
should be designed to attract men of outstanding ability to the Gov-
ernment for service in it.

2. T'he need for flewibility.—The unpredictable situations that may
have to be faced and the speed that is necessary in carrying out the
program if it is to be effective, require that a large degree of financial
and administrative flexibility should be inherent in any organization
that is established.

3. Organization abroad—The operations required in Europe are
of such primary importance that an overseas organization will be
essential.

Beyond these areas of agreement, however, lie many issues that must
be resolved in prescribing the administrative arrangements for the
program. Some of these must be determined by the Congress. Others
may be left for later administrative determination, provided that the
Congress lays down the guiding prineciples. The issues outlined in
this section do not comprise all of the many issues that must be faced.
But they appear to be of key importance in determining the character
of the administrative arrangements that should be established.

To clarify the problem and sharpen the discussion the main alterna-
tives that have been proposed for the solution of these outstanding
issues are presented below. For purposes of discussion, the issues are
grouped into three broad categories:
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(1) Those relating to the status in the Government of the new
agency, especially its relationship to the Department of State, and
the organizational form and structure of the agency;

(2) Those involved in the assignment of administrative responsi-
bilities for the execution of the program; and

(3) Those covering the form and responsibilities of the overseas
organization for the program.

Conclusions with respect to these various issues are reserved for
part 3 of this report.

I. STATUS AND FORM OF THE NEW AGENCY,

Although there is general agreement that the Congress should
establish a single agency that would be primarily responsible for
administering United States aid for a European recovery program,
there are wide differences of opinion on two points: (1) ’l‘Le status
in the Government to be given the new agency; and (2) its organiza-
tional form and structure.

1. Status of the new agency

There are varying opinions on the degree of autonomy to be given
the new agency, and these are reflected in current proposals, At the
core of this issue is the perplexing and important question of the re-
lation between the new agency and the Department of State. There
appear to be four main alternatives:

(1) A new agency within the Department of State, internally
autonomous but directly subject to the authority of the Secretary of
State, and the head of it ranking with, but after, the Under Secretary
of State;

(2) An agency separate from the Department of State but sub-
ject to the direction and control of the Secretary of State in all
matters affecting the conduct of foreign policy ;

(8) A “separate” agency in the executive branch of the Govern-
ment, subject only to the direction and control of the President in his
role as the Chief Executive: and

(4) An “independent” agency, independent in the sense that it
would be largely free from the control of the Chief Executive, as is
the case with many of the Government corporations and of the in-
de{Jendent agencies and commissions that perform regulatory or quasi-
judicial functions,

Creation of an internally autonomous agency within the Depart-
ment of State and directly subject to the authority of the Secretary
of State would, it is argued, clarify once and for all the relation
of the head of the new agency to the Secretary of State and in this
manner would insure unified action in foreign policy and fix ac-
countability both to the President and to the Congress. ~ Against this
it is argued that the proposal would impose on the Secretary of State
responsibilities for procurement, allocation, and delivery of goods and
services that would inject him into domestic agricultural, industrial,
and financial problems extending far beyond the usual responsibilities
of the Department of State.

The alternative of separating the agency from the Department of
State and subjecting it to the direction and control of the Secretary
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of State only in matters affecting the conduct of foreign policy would,
it is clu,imecf, concentrate in the new agency all the functions relating
to domestic and foreign operations of procurement and delivery that
are of a business nature, and leave only the foreign-policy aspects of
the program subject to control by the Secretary of State, On the
other hand, it is argued that the division of authority under this pro-
pozal would inevitably lead to administrative conflicts between the
head of the new agency and the Secretary of State, which the Presi-
dent ultimately would have to settle in his role both as the Chief
Executive and as the official charged by the Constitution with the con-
duct of the foreign relations of the United States.

The creation of a separate agency in the executive branch of the
Government subject only to the direction and control of the Presi-
dent would have the great advantages, it is claimed, both of insuring
centralization of responsibility and unity of administration and of
giving ultimate authority to the President in his constitutional role of
responsibility for the conduct of United States foreign relations,
Against this it is argued that this proposal would lead to greater
administrative conflicts than in the previous alternative, since the
legislative division of responsibility would be greater with the con-
sequent risk of impairing the prestige and authority of the Secretary
of State as the usual spokesman for the United States in foreign-
policy matters. One current proposal seeks to meet this argument by
making the Secretary of State a member of the advisory board to the
Liead of the new agency, the board having the power “to establish and
adjust general policies” for the ageney. ‘

Another argument made against the proposal for a separate agency
subject to Presidential control is that such an agency would be more
susceptible to “politics” in its administrative operations. Establish-
ment of an “independent” agency would, it is claimed, overcome this
difficulty by placing the agency in the position of being able to per-
form its functions in a nonpartisan fashion and thus to eliminate any
suspicion of “polities” in its operations, The counterargnment, how-
ever, is that it might in effect remove from Presidential control an im-
portant part of his constitutional responsibility for the conduct of
the foreign relations of the United States. A current proposal for
an “independent” agency would meet this objection by requiring the
“establishment” by the President of the “programs of United States
aid to foreign countries, and policies in connection therewith” that the
agency would have to follow.

2. Organizational form and structure

The issue of what form and structure to give the new agency has two
principal aspects:

(1) The choice between a corporate or a noncorporate form of
organization ; and

2) The choice between direction by a single administrator or by
a board or commission.

The two questions are dealt with here independently of each other
because there appears to be nothing inherent in the corporate form o
organization to require a board instead of a single administrator to
head the new agency, In fact, one current proposal is for a corpora-
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tion headed by an administrator, Similarly there appears to be
nothing inherent in the noncorporate form to require a single admin-
istrator instead of a board.

The principal advantages claimed for the corporate form of organ-
ization are twofold : First, that it would have great financial and ad-
ministrative flexibility because it would be free from the normal Gov-
ernment regulations relating to procurement, personnel, and auditing;
and second, that it would be more “business-like” because it could enter
into contracts, sue and be sued, settle claims in its own name, and in
general use ordinary business financial controls and practices in a
program that is essentially of a business character, Against this it
18 argued that the administrative and financial flexibility of a corpo-
rate form may be obtained in the noncorporate form by giving the
new agency the necessary exemption from the provisions of law nor-
mally governing procurement, personnel, and auditing. Tt is argued
further that the business analo v should not be pushed too far be-
cause that would be placing undie emphasis on the business features
at the expense of the foreign policy and other governmental features
of the program.

Regardless of whether the new agency-was of the corporate or non-
corporate form, it is claimed that with a single administrator at the
head of it the centralization of control and responsibility for opera-
tions under the European recovery program would be assured and
the rapid administrative decisions that will be required could be
made. But against this it is argued that too much power would be
concentrated in one individual for the large financial outlays and
for the basic policy decisions that will be required under the program,

To deal with this latter }‘Joint, it has been proposed that the Con-
gress should create an advisory board to the administrator with
power to establish and adjust general policies, but with the clear
understanding that the operating decisions should be made by the
head of the new agency. Two separate arguments, however, are
made against this proposal. First, it is claimed that Congress should
not establish such a body by law but that if experience indicates that
the administrator would benefit from the advice of a consultative
body it could be established at any time by Executive order. Second,
it is argued that an advisory board is not enough and that the con-
trol of the operations should be vested in a bipartisan or nonparti-
san board of private persons, possessing the necessary business
experience, judgment, and managerial capacity to achieve the maxi-
mum benefits of which the program is capable. This would assure,
1t is claimed, broad representation in the determination of the policies
and operations of the new agency and thus would assist in maintain-
ing public confidence that the program was being carried out in
the Eest interests of the country as a whole. Against this second
type of argument, it is claimed experience has shown that the board
type of organization is unwieldy, which militates against rapid
operating decisions and flexibility in administration. Public con-
fidence in the operations of the new agency could be instilled, it is
argued, by the creation of an advisory group consisting of represen-
tatives of the public, business, agriculture, and labor, on lines similar
to the group in the Office of War Mobilization and Reconversion.
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II. RESPONSIBILITY FOR THE EXECUTION OF THE PROGRAM

The issues arising out of the assignment of general responsibilities
for the execution of the program center around seven principal points.
Fivst there is the question of the administrative determination of broad
programs and general operating policies, all within the framework of
the over-all limitations on European aid prescribed by the Congress,
Closely related to this are two other issues: The negotiation of agree-
ments with foreign governments; and the control of the funds that are
made available for the program. Next are four issues directly con-
nected with facilitating the procurement and delivery of United States
aid ; determination of the methods of financing ; the manner in which
the services and facilities of existing Federal agencies are to be utilized ;
the administration of export controls; and what responsibilities, if
any, the new agency is to have in relation to other foreign-aid pro-
grams undertaken with United States funds,

All these issues must be viewed in the light of the generally agreed
o]pinion that financial and administrative flexibility must prevail in
the execution of the program.

1. Broad programs and general policies

Important problems arise because requirements for United States
aid under the European recovery program must be fitted in with United
States exports to other parts of the world. Existing agencies of the
Government, especially the Departments of the Treasury, Commerce,
Agriculture, Interior, Labor, the National Military Establishment, and
the Maritime Commission are concerned with the impact on the Ameri-
can economy of foreign requirements for United States exports. Some
of these departments, in addition to the Department of State, also
have an interest in the foreign aspects of the problems, and the over-
all decisions of national policy that concern several departments may
ultimately require Presidential decision.

This issue has three principal features: (o) The agency that should,
in the first instance, be responsible for initiating and sponsoring pro-
grams and operating policies for European aid; (b) the extent of the
participation of other Federal agencies in the formulating process;
and () the mechanism needed to insure cordination of European aid
with other domestic and foreign policies of the United States before
final approval is given.

There are two main proposals for the agency that is to initiate and
sponsor the program and policies: The new agency that would be estab-
lished to administer the rogram; or another agency, often suggested
as being one that would be a part of the office of the President. Pro-
ponents of the plan for using the new agency for this purpose argue
that unless the agency principally responsible for administering the
aid is also responsible for initiating programs and policies for it, ad-
ministrative confusion is sure to result. Those who favor using a small,
central planning agency claim that the problem is larger than develop-
ing programs and policies for European aid, and that an over-all
agency would maintain the impartiality that is required,

It is implicit in all the major proposals that while primary responsi-
bility for initiating and sponsoring programs and policies should rest
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with one agency, the latter would have to estabiish relations at the
working level with other agencies concerned. The advantages of estab-
lishing these interconnections are obvious. Any counterargument
would have to rest on the assumption that the single agency could take
sole responsibility for all economic activity in the foreign and domestic
fields, including even the determination of the availability of com-
modities for consumption in the United States. Nomne of the current
proposals has gone as far as this. The erux of the administrative
problem, however, is to determine the mechanism for giving weight
to the views of the different agencies, and for resolving conflicts be-
tween them, in establishing the programs and policies for European
aid. On the one hand it is argued that the authorizing legislation
should prescribe this mechanism in detail and clearly fix responsibili-
ties :m{ll wwocedures.  Against this it is argued that to do so would
reduce nd]minisrmtive flexibility, especially since most of the current
proposals assume that the President as Chief Executive would be re-
sponsible in the final analysis for resolving conflicts among the agen-
cles. Therefore, he should, it is claimed, be given the freedom to
establish such new procedures as he may deem necessary, or to continue
those now in existence,

2. Negotiation of agreements with foreign countries

This issue depends largely on the relation that is to prevail between
the new agency and the Department of State. It arises principally
with respect to the basic and subsidiary agreements with partici pating
European governments, but to some extent it also affects negotiations
that may be required with non-European governments concerning
the procurement and financing of “offshore” assistance. There
appear to be three possible solutions. Primary responsibility for
negotiating the agreements might be lodged by legislation in (z) the
new agency, (6) the Department of State, or (¢) the President.

No proposal so far made lodges complete responsibility in the
new agency, and the arguments deal with the degree in which the
President or other agencies should participate. The proponents of
placing maximum responsibility with the new agency argue that
1t is necessary to fix responsibility for these negotiations where, from
the practical point of view, they belong, namely, in the agency charged
with the successful operation of the program. The main counter-
argument is that this would remove the primary responsibility from
the place where it constitutionally belongs, namely, with the President
or, by his delegation, with the Secretary of State.

To justify placing responsibility with the Secretary of State the
further arguments are added that this is necessary to avoid the risk
of having two foreign policies, and that only the basic agreements are
to be negotiated by the Department of State in consultation with the
new agency, the latter being free to negotiate subsequent subsidiary
agreements in consultation with other appropriate agencies.

Finally, the argument is advanced for placing the responsibility
with the President on the ground that from the constitutional stand-
point that is where it ]e%n]fsr belongs. On the other hand, it is pointed
out that since the President will in practice delegate this authority to
the Secretary of State or some other officer of the Government, this
fact should be recognized in framing legislation.
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3. Control of the funds

Administrative control of the funds that will be a propriated for
European aid is especially important from the stamh)nint of deter-
mining the over-all programs and policies to be followed. The alter-
natives that have been proposed are to vest control in (a) the new
agency, and (%) the President.

The argument advanced for vesting control of the funds in {Te new
agency, tﬂmugh direct appropriation to it, is that centralization of
responsibility and accountability for the operations of the program
would thereby be increased, Aghinst this it is argued that the control
of the funds should lie with the President through direct appropria-
tion to him because otherwise expenditure might be made in a manner
detrimental to United States foreign relations or too late adequately
to further them. In the latter possibility, the question would arise
whether the new agency, if given exclusive cr.nntm%, would at any time
be invading the constitutional prerogatives of the President.

4o Determination of methods of financing

The fundamental question under this issue refers to the choice
between the alternatives of (@) strict congressional control through
legislative definition of methods to be used, and (6) leaving discre-
tion to the new agency in the interest of administrative flexibility.

It is argued that there should be a clear delimitation of functions
between the new ngency and the Export-Import Bank, and that the
responsibilities of each under the European-aid program should be
fixed by legislation. Current proposals would give to the new agency
the primary function of administering only that part of the aid
program, consisting principally of food, fuels, mu{ fertilizer, that
must be, for the most part, provided in the form of grants, and would
assign to the Export-Import Bank the responsibility for all loans
covering commodities to be processed and certain types of specialized
equipment. This would be done on the assumption that the Inter-
national Bank would provide the necessary loans for capital expansion.
It is claimed that in this way confusion would be avoided that might
result from granting in the form of loans advances that are in reality
grants, and that a careful and rigid distinction between the two would
encourage the flow of private investment by eliminating from the
obligations of the recipient countries debts that had not, been incurred
with any genuine expectation of repayment.

On the other hand, the main argument advanced for leaving dis-
cretion to the agency in this important matter is that the program as
it develops will change considerably the needs for financing particular
commodities to particular destinations. An attempt to define before-
hand methods of financing by types of assistance would prevent the
new administration from varying the methods in accordance with the
changing circumstances in the reci pient countries affecting their ability
to make payment. Tt is also argned that, within the loan category of
assistance, there is need of considerable flexibility with a view to taking
advantage of all opportunities to enlist private capital, including the
financing of raw materials and equipment necessary to expand the
operation of existing European productive facilities. Furthermore,
it is pointed out that in the absence of legislative definition of methods
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of financing, the Congress would still retain a general control over
developing the program because of the necessity of making annual
appropriations.  Finally, it is claimed that diseretion and flexibility
in the administration of the aid could be combined with legislative
dirvection to consult with the National Advisory Council and to make
use of existing agencies, for the 11)1111)05:6 of integrating the financial
operations of the program with the established mechanisms for deter-
mining the over-all international monetary and investment policy of
the United States.

b. Utilization of ewisting Federal agencies

Existing agencies are alveady performing important functions of
the type involved in the procurement and delivery of aid to TFurope,
especially the Departments of the Treasury, Agriculture, Interior,
Commerce, Army, the Office of Defense Transportation, and the Inter-
state Commerce Commigsion, '['he alternatives are () to make the
most of these existing agencies, or (b) to combine all the necessary
functions in the new agency.

The argument advanced for using, to the greatest extent practicable,
existing machinery as it stands is that to transfer staffs and functions
from existing agencies to the new agency would not only require drastic
changes in the permanent administrative departmenis for a purpose
that 1s only temporary, but would also seriously affect the effictency of
operations geared, as they currently are, to the framework and coor-
dinated operations of their respective agencies. On the other hand, it
is argued that unless these operations were to be utilized by transfer-
ring them to the immediate direction and control of the new agency,
there would be not only extensive duplication between the staff and
operations of the new agency and those of existing agencies to the
detriment of the program, but also the risk of too great a diffusion of
operating decisions. To meet this latter point, it is claimed that ma-
chinery could be created for the centralization and coordination of
decisions. And the further claim is made that in respect to some func-
tions, especially the direction of overseas shipping, such machinery
will have to be created regardless of whether the functions are allowed
to remain in existing agencies or are transferred to the new agency.
6. Administration of export controls

Special importance attaches to this issue because of the world-wide
range of United States exports. The alternatives proposed are: ()
To retain the present arrangements; and () to transfer the adminis-
tration of the controls to the new agency.

The argument advanced for retaining the operation of export con-
trols in the Department of Commerce, in consultation with the new
agency and other agencies concerned, is that a balance must be struck
between the total needs of European countries, which the new agency
will present, and the needs of t{!&! United States and the rest of the
world, which other agencies will present. In the event of a dispute
between the new agency and the I.[)epm‘tment of Commerce or other
agencies, the settlement of it would, as in other cases, require appeal
to the President as Chief Executive. It is pointed out that it would
be a disadvantage if, by centralizing powers over export controls in
the new agency, the latter was compelled to act as both advocate and
judge in passing on European claims.
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Those who favor placing in the new agency all responsibility for
administering export controls base their argument primarily on the
claim that administration of these controls on an over-all basis by
a second agency would handicap the rapid and efficient administra-
tion of the European recovery program by the new agency, since the
greatest need for the use of export controls would arise from the
requirements of the aid program.

7. Administration of other aid programs

It is generally assumed that the interim-aid program now being
administered by the Department of State will be transferred to the
new agency. Two other major problems remain, however: The re-
sponsi%ﬂity of the new agency for administering economic rehabili-
tation and reconstruction of western Germany in the European
recovery program, and for all other foreion-aid programs, including
such programs as Greek-Turkish aid anc possible future programs
of greater aid to such areas as China and Latin America. The alter-
natives are (@) to concentrate operations similar to or connected with
those to be performed in the European program in the new agency
or (b) to disperse the operations among other agencies.

Germany presents an issue of immediate and critical importance be-
cause of its central position in the European economic system. At
present the Department of the Army is the responsible operating
agency, El.]thOl.lgE it has been suggested that a civil administration may
soon supersede the Army in some of its functions, Whatever step is
taken in this direction, the Army will still be responsible in some re-
spects as the occupation authority, and the need will arise for coordina-
tion of activities.

The argument advanced for centering the relevant economie fune-
tions for Germany in the new agency is that it would be best equipped
to deal, as a part of the over-all program, with the complicated eco-
nomic problems of German reconstruction. Against adopting this
course it is argued that the political and military aspects of the Ger-
man problem are so intertwined with the economic that it would be dis-
advantageous to make the new agency mainly responsible for the eco-
nomic functions, It is.claimed, however, that provided there was
proper consultation with the Departments of State and Army, the new
agency might well make requests to the Congress for aid to ¢ ermany
as part of its over-all program.

1t is pointed out that the advantage of consolidating the adminis-
tration of all other programs of foreign aid, regardless of type, in
the new agency is that it would avoid the difficulties experiencec{ dur-
ing and after the war from the dispersal of programs among agencies,
On the other hand, programs sucL as the current aid to Greece and
Turkey have certain military features which, it is argued, make it im-
possible to administer them on the more businesslike basis conterm.
plated for the European-aid program. In the case of possible future
aid to Latin America, for example, it is argued that these military
features might not be present so strongly, and that great advantages
from the point of view of general programing and policy as well as
operations would be c:leriw;ac{'r from combining such future aid with the

uropean program in a single agency. _
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1Il. FORM AND RESPONSIBILITIES OF THE OVERSEAS ORGANIZATION

Although there is general agreement that an overseas organization
will be required in connection with the European recovery program,
two major points are at issue: (1)The form of the organization in
individual countries; and (2) the status and responsibilities of the
chief representative for the program in Europe. Both of these, in
turn, 1-eﬁcct the basic issue on the status of the new agency in the
United States, especially its relation to the Department of State.

1. Form of the organization in individual countries

There is agreement that special representatives with appropriate
staff will be required to administer the operations in each Kuropean
country participating in the program. If the decision is made at the
one extreme, however, that the new agency in the United States should
be separate in status from the Department of State, the question of
whetlller there should be a separate overseas organization will be raised
in its most acute form. On the other hand, if the decision is made at
the other extreme, that the new agency should be wholly within the
framework of the Department of State, the question may not appear
so pressing. On the assumption that the new agency in the UFz)lited
States is separate in status from the Department of State, the form
of the overseas organization would in large measure be determined by
five decisions on subsidiary issues: (1) Procedures to be used for re-
cruiting and appointing overseas personnel and the pay and allowances
to be given them; (2) the line of responsibility between the new agency
and the representatives overseas for the program; (3) whether the
representatives overseas for the program should constitute a separate
mission or be consolidated with existing United States diplomatic
missions; (4) control over communications between the new agency
and the overseas representatives for the program;and (5) the control,
if any, to be exerted by the United States ambassadors over the negotia-
tions undertaken between the overseas representatives for the program
and the governments of foreign countries.

In order to attract qualified personnel from the business world for
the overseas operations, it is claimed that the head of the new agency
should be free to engage a staff with the necessary qualifications with-
out being unduly restricted by regulations governing appointments
and pay of Foreign Service reserve officers. On the other side it is
argued that to use such reeruitment and appointment procedures with-
out regard to those used by the Department of State and to provide
oreater pay and privileges for the special personnel than the Foreign
Service officers are now receiving would be disruptive of, and demoral-
izing to, the existing staffs of American missions abroad.

Special representatives for the program in the individual countries
could report either directly to the head of the new agency or to him
through the ambassador or the Department of State. Unity of au-
thority and administration demands, it is argued, that the special rep-
resentatives should report to the head of the new agency. On the other
hand, it is argued that unless these representatives reported through
the ambassador, there would be bound to be lack of coordination and
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even conflicts between the ambassador and the special representatives,
to the detriment of United States interests and ol[vjee-t;ives.

The argument in favor of maintaining a special mission for the
program in each country is that the organization must preserve its own
identity for efficiency in fitting its work in individua countries into
the network of operations under the program. But it is also pointed
out on the other side that if this mission were consolidated with the
embassies, certain advantages would be obtained from closer relations
between the staffs and from the joint use of services and facilities, A
middle ground between the two has been suggested in providing that
the head of the new agency organization in each individnal country,
even if the organization is a separate mission, should have direct access
to the ambassador as an essential requirement in duplicating in the field
the safeguards that would be established in the United States to pro-
tect foreign-policy objectives, The ambassador on his part should be
informed of all activities of the mission.

An acute question is raised, however, regarding the control of com-
munications between the representatives in the field and the new agency
in the United States. On the one hand, communications between the
two could take place without any provision that the ambassador or
the Department of State be informed. On the other hand, all such
communications could be subject to the complete control of the am.
bassador and the Department of State. Again a middle ground that
has been suggested would be that of the ambassador having access to
all communications between the special representative in E%u-ope ar-.
the new agency in the United States. This procedure would not, 1r
is claimed, prevent these representatives from communicating dirvectly
with the head of the new agency but the ambassador would have the
right to comment and, if necessary, register objections from the
standpoint of foreign policy before action was taken.

Negotiations and discussions between the special representatives for
the program and the foreign governments is a problem similar to the
above, It has been argued that such negotiations should not be sub-
ject to the control of the ambassador since operating problems would
be for the most part involved, Against this, however, it is claimed
that it is difficult to distinguish in such discussions and negotiations
between policy and technical matters. A compromise between these
two views has been suggested by giving to the representatives of the
new agency the authority to conduct negotiations with representatives
of a foreign government, while keeping the course of negotiations sub-
ject to comment and objection by the ambassador as the chief repre-
sentative of the United States Government in that country,

2. Status and responsibilities of the chief representative in Europe

There appears to be general agreement that the chief representative
should have ambassadorial rank and that he should be accredited to
any continuing European organization for administering aid to
Europe and possibly be the United States representative on the United
Nations Economic Commission for Europe. The questions remain of
the functions to be performed and whether the ¢ hief representative
would be made responsible to the administrator of the new agency, to
the President, or to the Secretary of State. The two questions are
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interrelated, but it is argued that whatever the line of responsibility,
in the interest of flexibility of administration, the functions and re-
sponsibilities of the chief representative should not be too closely
defined by le%isla.tive enactment. On the other side, it is argued that
explicit legislative provisions should be made on these points because
of the importance of the position and the heavy responsibilities that
m'}%ht be involved.
he principal point at issue in regard to the functions of the chief

representative is the extent to which he will have the power to direct
the operations of the special representatives for the program in the
individual countries. It is argued that he should be given consider-
able power in this respect in order to provide a focal point of adminis-
trative authority in Europe. Against this the argument is made that
it might cut across the lines of authority between the head of the new
agency and the special representatives in individual countries as well
as confuse the relations between the new agency and the Department
of State. It is claimed that in view of the inherent difficulty of decid-
ing beforehand the relative merits of these alternatives, the functions
of the chief representative should not be closely defined by legislation,
but left to be worked out in the light of experience, although the neces-
sity of giving him some coordinating funetion should be recognized.

Since the ?unctions of the representative would in any event involve
him in foreign-policy questions at a high level, an argument has been
advanced for making him responsible directly to the President. The
counterargument in favor of making him responsible directly and
finally to the head of the new agency is based on the belief that this
would contribute to maximum unity in the administration of the pro-
gram, both in the United States and abroad.

Parr 3. ConcLUsIONS

An examination of the issues involved in the establishment of an
effective organization for the administration of the European re-
covery program, in the light of an appraisal of the complex nature of
the )ro{;}em and of the lessons of recent experience, leads us to the
conelusions stated below. These conclusions relate to what in our
judgment are the major requirements for such an organization and
some of the main principles that should guide its establishment and
operation. Attention is given only to those aspects of the problem
which bear directly on the administrative arrangements for the Euro-
pean recovery program now under discussion.

1. Creation and status of a new agency

The magnitude and special character of the task to be performed
require the creation of a new and separate operating agency. The ac-
tivities involved in carrying out the program will constitute an im-
bortant segment of the larger area of the conduect of United States
‘oreign relations, for which the President is responsible under the
Constitution. These activities will have a heavy impact on the poli-
cies and operations of other departments and agencies that deal with
domestic affairs under the direction of the Chiefg Executive, The new
agency could function effectively, therefore, only if it were to be made
an integral part of the executive branch of the Government.
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To place the new agency in the Department of State would impose
upon the Secretary of State responsibility for a wide range of activi-
ties in the economic and business field. owever, because of the re-
sponsibilities lodged in the Department of State with respect to the
formulation and execution of oreign policies, it is essential that its
position be adequately safeguarded.

Hence, a new and separate agency should be created in the
executive branch of the Government to serve as the focal point
of the administration of the program. It should function through
effective working relations with the Department of State and the
other agencies of the Government which are described below.

2. A single administrator of Cabinet status

Experience has demonstrated that in an operation of such mag-
nitude, requiring speed of decision and centralization of responsibilit
for policy, a single administrator is more satisfactory than a b(mrcyl
or a committee,

For an effective performance of his functions, the administrator
will need to be given a status that will put him on a footing of equality
with the heads of the other agencies and departments of the Gov-
ernment with which it will be necessary for him to develop effective
working relationships. No system of interagency coordination has
yet been devised that can escape the necessity of g:nﬂ,l appeals to the
President as the superior authority in the event of unreconciled dif-
ferences between the heads of the agencies involved. It is essential,
therefore, in this case to make sure that the administrator will have
as direct an access to the President as the heads of the other agencies
with which he will need to coordinate his activities,

Hence, the responsibilities assigned to the new agency and the
powers given to it should be vested in a single administrator who
should be appointed by the President, with the advice and con-
sent of the Senate, and who should serve at the President’s
pleasure. The rank of the administrator should be the equivalent,
of a Cabinet officer, and he should he responsible only to the
President.

3. Form of the ageney

The form of the new agency must be such as to provide sufficient
flexibility of structure an(g operation and to attract outstanding per-
sonnel. Ifthe Congress makes the necessary authorization for exemp-
tion from existing regulations, this is possible whether the form of
the agency is corporate or noncorporate. On balance, the noncorpo-
rate form would appear to be more in keeping with the saggested
position of the new agency in the executive branch of the Government,
on a plane with Cabinet departments.

Hence, the new agency should have a noncorporate form, but
the administrator sl%oula be exempted from existing limitations
on salaries for a limited number of his personnel ; on per diem
compensation and travel allowances ; and, as necessary, on making
contracts and on the expenditure of dowernment funds. The
administrator should maintain an adequate system of accounting
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and control, subject to post-audit by the General Accounting
Oflice in accordance with commercial practices.
4. Advisory bodies and publicity
Because of the range of problems involved and the far-reaching
consequences of the program, public confidence in the undertaking
will be increased if provision is made for the administrator to have
the benefit, through consultation and advice, of the knowledge and
experience of private citizens. For the same reason, the fullest practi-
cable measure of publicity should be given to the operations under
the program.

Hence, there should be created an advisory committee or board,
composed of eminent citizens of broad and varied experience, to
be appointed by the President. It should be made clear that the
committee or board should not be vested with administrative
responsibility, but should only be advisory to the administrator,
who should act as its chairman. The administrator should be
authorized to set up special advisory bodies and to consult with
representatives of industry, labor, agriculture, and with other
private citizens. Periodic reports should be made by the Presi-
dent to the Congress concerning the activities under the program.

b, Relations with other agencies

In administering the program, it is important to avoid a split
arrangement that would center authority for policy determination
in one department or agency and vest responsihilities for execution
in another agency. Experience has amply demonstrated the imprac-
ticability of achieving the necessary unity of direction and admin-
istration by that method. Such a concept of administration is essen-
tially negative or at most permissive in that it sets many limitations
but offers few directions for positive action. In this case, it is essen-
tial to place primary responsibility for the formulation of operating
policies and Frog['nms clearly upon the official who also has the re-
sponsibility for seeing to their execution. Only by such concentra-
tion of responsibility can there be adequate coordination of the com-
plex considerations involved and the strong sponsorship that will
be necessary if the program requirements are to receive the full recog-
nition which their merit warrants.

Hence, the administrator, subject to the over-all anthority of
the President, should be responsible for formulating programs,
determining financial and material requirements, and, in con-
sultation with the departments and agencies concerned, insuring
the fulfillment of those requirements.

In obtaining allocations of scarce materials and services, the
administrator should proceed in consultation with the depart-
ments or agencies that are responsible for conserving supplies.
The procedures or special arrangements required for interagency
consultation and assistance in the allocation process should be
prescribed from time to time by the President, in the light of
experience. These procedures should cover both domestic alloca-
tions and foreign a}]ocations, including commercial exports, and
should be carried out within the framework of the existing
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arrangements for the administration of export and other con-
trols involved in the execution of the program. Iu case agreement
cannot be reached with respect to the allocation of scarce materials,
the matter would of course have to be referred to the President.

The administrator should have the responsibility for determin-
ing what services of procurement, storage, transportation, or
other handling are necessary to insure delivery of supplies in
conformity with approved programs, and should be responsible
for working out arrangements for the effective performance of
these services. Hence, he should determine when supplies are
to be purchased through private trade facilities and whep publie
procurement is necessary. He should have authority to enter into
arrangements with other agencies for the utilization of thejr
facilities or personnel in carrying out these functions, on such
terms as may be mutually agree upon, to prevent duplication
of facilities, to insure efficient performance of the NeCcessary pro-
curement and handling services, and to protect his position as
the official primarily responsible for execution of the program.

The control and allocation of funds, under the provisions of
the legislation, should be the responsibility of the President.

The financial arrangements to be used should be the responsi-
bility of the administrator, in consultation with the National
Advisory Couneil on International M onetary and Financial Prob-
lems. If decision is made to permit the Export-Import Bank
to act as the administrator’s agent in arranging loans to the
participating countries, its authority should be accordingly
amended.

The President should be given authority to transfer to the new
agency the administration of any current programs involving
United States foreign aid to participating countries. The ques-
tion of whether the administration of any future foreign-aid
programs should be made the responsibility of the new agency
should be left for determination by the Congress as the occasion
arises,

6. The position of the Department of State

Because of the responsibilities vested in the Department of State
in connection with the conduct of foreign relations, the position of
this Department in the administration of the European recovery pro-
gram is obviously of paramount importance. The Department is
vitally concerned with all operations under the program that may
affect this country’s foreign relations and policies. Oceasions may
arise in which a choice may need to be made between decisions under
the program and more general foreign-policy decisions. Arrange-
ments, therefore, are necessary under which the administrator and
the Secretary of State would so concert their respective activities as
to strengthen and make more effective the conduct of the country’s
foreign relations,

Hence, while the President alone should be authorized to enter
into formal agreements with foreign governments, within the
scope prescribed by the legislation, and to determine the methods
and procedures for the conduct of the negotiations involved, he
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should, in practice, charge the Secretary of State with responsi-
bility, under his authority, for the conduct of negotiations for the
conclusion of initial basic agreements and for subsequent modifi-
cations of them, with such participation by the administrator as
the latter may, with the President’s approval, deem necessary.
Similarly, the President should charge the administrator with
responsibility, under his authority, for the conduct of negotia-
tions with foreign governments relative to operations under the
program, with such participation by the Secretary of State as the
latter may, with the approval of the President, deem necessary.

The administrator should keep the Secretary of State fulf’
and currently informed on all actual or prospective activities
of the new agency; and, conversely, the Secretary of State
should keep the administrator fully and currently informed on
pertinent departmental olicies and developments. To this
end effective working relations should be established between
the new agency and the Department of State.

The Secretary of State should have the authority to request
the administrafor for information on any matters that in his
judgment have an important bearing on the conduct of foreign
policy. He should have the right to enter objections to any pro-
posed action by the administrator, to make proposals to the ad-
ministrator, and to call attention to the consequences of failure
to act. In the case of objection to contemplated action, such
action should be deferred until the differences of view are ad-
justed by consultation between the Secretary of State and the
administrator, or by decision of the President. The same proc-
ess of adjustment should apply to other differences of view.

7. Overseas organizationinindividual countries

In formulating, carrying out, and reviewing programs, represen-
tation in each of the participating countries will be re uired. Such
representatives must have specia competence for dealing with the
many technical aspects of the recovery program In their work they
will necessarily be in intimate contact with many departments of
the participating governments, and the head of the group will on
oceasion have to confer with the highest officials. There is need,
therefore, for effective relations with the regular embassies and lega-
tions of the United States in these countries.

Hence, the special representatives for the program in each indi-
vidual country should be organized into a special mission, the head
of which should be made a member of the regular mission in that
country and should have a rank second only to that of the chief of
the regular diplomatic mission in that country. The head of the
special mission should be responsible to the administrator, but
should keep the ambassador or minister currently and fully in-
formed on all his activities, actual or contemplated. The chief
of the regular diplomatic mission should have the right to enter
ohjections to contemplated actions, to make proposals to the head
of the special mission, and to call attention to the consequences of
failure to act. In the case of objection to a contemplated action,
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the proposed action should be deferred pending reference of the
matter to Washington for determination. The head of the special
mission should be free to communicate directly with the adminis-
trator, with the heads of the other special missions, and with the
special representative referred to below, ‘

For the performance of his funetions abroad, the administrator
should have the authority to recruit the necessary personnel. The
pay and allowances of the representatives for the program in
individual countries should correspond to those of Foreign Serv-
ice reserve oflicers who might be performing similar tmﬁcs, with
the understanding that, in the event that it is impossible to obtain
qualified personnel on these terms for certain of the necessary
positions, the President should have the power to exempt these
ﬁaositious from e-xistinﬁ limitations. The administrator should
have the right, with the approval of the Secretary of State, to
recruit personnel through the facilities of the Foreign Service, but
should not be restricted solely to that method.

8. Representation in organizations of participating countries

The success of the whole European recovery program will depend
in large measure upon the effective cooperation among the participat-
ing countries—which they have themselves pledged. To achieve this
purpose it will be necessary for these countries to develop continuing
organizations threugh which cooperative plans and projects can be
made effective. Provision slmuldl therefore be made for representa-
tion of the United States in such organizations as may be established.

Hence, there should be appointed by the President, with the
advice and consent of the Senate, a special representative of the
United States Government with a rank equivalent to that of an
ambassador. The functions of this official should relate pri-
marily to matters which require joint negotiation with two or
more participating countries and cannot therefore be handled
through the representatives established in individual countries.
His instructions on such matters should be formulated in con-
formity with the general arrangementg established in the United
States for the administration of the program and its integration
with the foreign policy of the United States. He shouﬁi keep
the administrator, the Secreary of State, and the heads of the
embassies and legations concerned fully and currently informed
of his activities, He should consult with the heads of the special
missions and the chiefs of the regular missions, meet with them
as necessary, and be entitled to receive their assistance.

o
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