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 Volume LXXIII December 1958 Number 4

 POLITICAL SCIENCE

 QUARTERLY

 THE ORIGIN OF THE MARSHALL PLAN

 A STUDY IN POLICY FORMATION AND NATIONAL LEADERSHIP

 WX TALTER LIPPMANN has declared that the Ameri-
 can people generally give a negative answer to a new
 foreign policy proposal. But he admits that the adop-

 tion of the Marshall Plan was an exception to this rule.'
 Other exceptions might be cited. A leading historian be-
 lieves, in fact, that " the American people have been remark-
 ably wise and well-balanced in their general view of policy." 2
 Perhaps it would be fair to say that American citizens are
 capable of making reasonable decisions when policies are
 presented to them in a clear form and with adequate expla-
 nation of the consequences of acceptance and of rejection.
 At any rate, this statement may be taken as a working hy-
 pothesis, to be checked against the facts now known regard-
 ing the formulation and enactment of the unprecedented
 policy of peace-time foreign aid.

 The international situation in 1947 presented the Truman
 administration with a double dilemma as to political and
 economic policy. The popular desire for a return to nor-
 malcy had already caused a rapid disbanding of military
 forces and a dismantling of economic controls. The election
 of a Republican Congress seemed to forebode a tendency to
 isolationism. This tendency was overcome in the considera-

 * Most of the information in this article is based on unpublished State
 Department records.

 1 Essays in the Public Philosophy (Boston, 1955), p. 23.

 2 Dexter Perkins, The Perkins Lectures (Pasadena, 1956), pp. 33-41.
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 tion of the Greek-Turkish aid bill by emphasizing the menace
 of Communist aggression. But this attitude alienated liberal
 sentiment, especially in Europe, and threatened to block a
 broader assistance policy. Similarly, American economic
 policies calling for free, multilateral trade and exchange
 seemed to preclude regional cooperation for reconstruction.
 European governments were puzzled to be asked to assure
 sound investment, efficient production, and greater intra-
 European trade, when, at the same time, their representatives
 in the Geneva Conference on Trade and Tariffs were being

 urged to recognize the advantages of private enterprise and
 multilateral trade. The particular form which the European
 Recovery Program took has been subjected to much criticism
 from economists and others.3 Some of these criticisms may
 be valid; some probably are not. In any case, it is our pur-
 pose here simply to show how the Program evolved out of
 the decision of the Truman administration to obtain Con-
 gressional authorization of aid for European reconstruction.

 The adminstration decided during March 1947 that for-
 eign aid would have to be continued for at least another year.
 But it was undecided as to the form and manner of a pro-
 posal for Congressional action. As Marshall said later, " It is
 easy to propose a great plan, but exceedingly difficult to man-
 age the form and procedure so that it has a fair chance of
 political survival." 4 Considerations of political strategy de-
 termined not only the apparently simple suggestion in the
 Harvard address, but also the handling of the question of
 Soviet participation and the guidance of the Conference on
 European Economic Co-operation.

 The year 1946 was largely taken up with negative reac-
 tions to Soviet policy. In January, President Truman in a-
 memorandum to the Secretary of State (James F. Byrnes)
 urged firm resistance to Soviet expansionism. " I'm tired of
 babying the Soviets ", he concluded.5 During February, the

 3 The most important of these critics were: Jack N. Behrman, Foreign Aid
 as a Technique in Attaining United States International Objectives (Uni-

 versity Microfilms), 1951, and W. A. Brown, Jr., and R. Opie, American
 Foreign Assistance (Washington, 1953).

 4 Interview quoted by H. B. Price, The Marshall Plan and Its Meaning
 (Ithaca, 1955), p. 25.

 5 William Hillman, ed., Mr. President (New York, 1952), pp. 23-24.
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 State Department began a reassessment of policy toward
 Russia in the light of Stalin's February 9 address and of a
 long dispatch from George F. Kennan, the American charge
 in Moscow.

 The President had originally recommended further aid for
 several nations in Eastern as well as Western Europe. But in
 September 1946, the Secretaries of State, War, and the Navy

 agreed that " we must help friendly countries, particularly
 Turkey and Greece, in every way and refrain from assisting
 countries who, either from helplessness or otherwise, are op-

 posed to our principles." 6 Because of the belief that relief
 supplies were being used in Eastern Europe to gain support
 for the Communist party, the United Nations Relief and Re-
 habilitation Administration was disbanded before rehabili-

 tation was complete. Dean Acheson, the Undersecretary of
 State, announced that no further relief would be given na-
 tions which " cannot prove their needs or which maintain
 large armies and divert manpower and facilities away from
 production." 7 This negative policy not only abandoned
 Eastern Europe to Communist control, but also failed to

 assure economic and political stability in Western Europe.
 Both George F.. Kennan and Averill Harriman, the am-

 bassador to the U.S.S.R., recognized the importance of the
 economic situation in Western Europe. Harriman felt that
 " the only hope of stopping Soviet penetration is the devel-
 opment of sound economic conditions." 8 Kennan urged
 " less hysterical anti-sovietism " and more attention to " the
 health and vigor of our society." Resistance to Soviet poli-
 cies should be accompanied, he thought, by active leadership
 of the free world:

 We must formulate and put forward for other nations a
 more positive and constructive picture of the sort of world
 we would like to see.... It is not enough to urge people to
 develop political processes similar to our own. Many
 foreign peoples . . . are tired and frightened by experiences
 of the past and are less interested in abstract freedom than

 6 Walter Millis and E. S. Duffield, eds., The Forrestal Diaries (New York,
 1951), p. 210.

 7 New York Times, August 28, 1947.

 8 The Forrestal Diaries, pp. 134-140.
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 in security. They are seeking guidance rather than respon-
 sibilities. We should be better able to give them this. And
 unless we do the Russians certainly will.9

 Secretary of State Byrnes and Ernest Bevin, the British
 Foreign Secretary, had agreed informally on economic and
 military aid for Greece and Turkey. But no definite action
 was taken in Washington until February 21, 1947, after
 alarming reports of Communist activities were received from
 American representatives in Athens. On the same day the
 British ambassador gave notice that Britain would have to
 withdraw her troops and financial aid for Greece within a
 few months.

 During the next three weeks, speedy action in the State
 Department and White House resulted in the President's
 message to Congress (March 12) recommending immediate
 economic and military aid for Greece and Turkey. A group
 of leading Senators and Representatives met in the White
 House to hear Marshall's summary of the situation. They
 were more impressed, however, with Acheson's presentation
 of the danger of Communist aggression in the Near East.
 They agreed to support aid for Greece and Turkey, provided
 (as Senator Vandenberg put it) that the President would lay
 the grim facts of the world situation on the line. The State
 Department Public Information officers recommended a
 program " to portray the world conflict between free and

 totalitarian or imposed forms of government" in order to
 make the American people recognize the importance of the
 Greek crisis.

 The American press immediately took the cue and empha-
 sized that part of the President's message which they labeled
 the " Truman Doctrine ": " I believe it must be the policy
 of the United States to support free peoples who are resisting
 attempted subjugation by armed minorities or outside pres-

 sures." 10 Some members of the State Department staff
 thought that insufficient attention was given to the part of

 9 Excerpts from Kennan dispatch of February 22, 1946 (Department of
 State).

 10 Joseph M. Jones, who drafted Truman's message under Acheson's direc-
 tion, says that this whole section was taken almost word for word from a
 public information report of a State-War-Navy-Coordinating Committee sub-
 committee. The Fifteen Weeks (New York, 1955), pp. 134-170.
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 the speech which stated that American aid should be pri-
 marily economic. Robert A. Taft, the Republican leader in
 the Senate, opposed the Greek-Turkish aid bill because its
 military provisions might lead to war with Russia, he thought.
 Yet the bill had been passed, another senator said, because

 " Truman scared the pants off us." European opinion had
 also to be considered. Many members of the British Labor
 party criticized the Truman Doctrine. Ernest Bevin had
 repeatedly said he did not want to see Europe divided into
 two hostile camps. In France a moderate Cabinet needed
 Socialist votes which might be lost if its policy antagonized
 the Soviet Union. Likewise plans for reconstruction of
 Germany might alienate conservative deputies influenced by
 nationalistic or economic motives.

 Meanwhile, a broader aid policy was being studied. Fol-
 lowing a suggestion from the Chief of Staff (General Eisen-
 hower), the War Department urged that an estimate of world
 needs be made. With the approval of the War and Navy
 Departments, the State Department suggested to the British
 ambassador that informal conversations on economic aid be
 begun. If such conversations took place, they apparently
 had no definite results. At Acheson's suggestion the State-
 War-Navy Coordinating Committee secretariat undertook a
 detailed study of the " policy, procedure, and costs of assist-
 ance to foreign countries." 11 Secretary of the Navy James
 Forrestal was concerned with the necessity of getting support
 and advice from business men. The President appointed a
 committee of five cabinet members to communicate the facts
 to leaders throughout the country, including a selected group
 of business men.12

 The preliminary report of the SWNCC special committee
 (April 21) recommended that aid programs in different coun-
 tries be closely co6rdinated so as to take advantage of possi-
 bilities of mutual assistance on a regional basis. The com-
 mittee put special emphasis on the revival of production in
 Germany and Japan. In Europe, priority should be given to
 democratic countries, but Soviet satellites might be assisted
 when such action would provide essential commodities, such

 11 Jones, op. cit., pp. 199-202.

 12 Forrestal Diaries, pp. 248, 252.
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 as coal and wheat, for Western European countries.13 The
 economic staff of the State Department had sometime previ-
 ously reported to the President that economic progress in
 Europe would be accelerated by removal of barriers to intra-

 European trade.14 Later they suggested to the Policy Plan-
 ning Staff that American aid should be used to support a co-
 ordinated European recovery program, in which the Soviet
 Union and its satellites might be included, if they were will-
 ing to cobperate. Will Clayton, the Assistant Secretary of
 State for Economic Affairs, favored an economic federation
 of Europe. These discussions were carried on in great se-
 crecy with no public intimation until Acheson's speech at
 Cleveland, Mississippi (May 8). The Undersecretary, sub-
 stituting for President Truman, tried to make the public
 aware of the serious situation in Western Europe. There
 was need for continuation of American aid for one or two
 years more, he declared.

 In April, during the Moscow Conference, Marshall had an
 interview with Stalin, in which the Generalissimo held out
 hope for final agreement, remarking, " After people had ex-
 hausted themselves in dispute they then recognized the neces-

 sity of compromise." But Marshall rejected the idea of
 " compromise through exhaustion." Upon his return to the
 United States, he reported that the Russian attitude had
 made agreement on Germany and Austria impossible. He
 added: " We cannot ignore the factor of time involved here.
 The recovery of Europe has been far slower than had been
 expected here. Disintegrating forces are becoming evident.
 The patient is sinking while the doctors deliberate." 15 Al-
 though the Secretary stated that some progress had been
 made, he actually believed that the Soviet government was
 stalling for time and hoping that the European situation
 would become worse.'6 He had decided that some effective
 action must be taken, to prevent a catastrophe. Shortly
 after returning from Moscow, he set up the Policy Planning

 13 Jones, op. cit., pp. 203-205.

 14Memoirs by Harry Truman (Garden City, 1956), vol. IJ, p. 111.

 15 James Reston, New 1'ork Times, April 29, 1947; Department of State,
 Germany, 1947-1949: The Story in Documents, 1950, pp. 57 et seq.

 16 Interviews with Marshall quoted in Price, op. cit., pp. 4, 21,
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 Staff headed by George F. Kennan. Its first assignment was
 the policy and procedure with respect to American aid to
 Western Europe.

 The report of the Policy Planning Staff (May 23) was
 largely based on that of the SWNCC staff and an outline of
 the incomplete report of the Foreign Aid Committee of the
 State Department.17 The strategy recommended by the Pol-
 icy Planning Staff included: (1) a frank statement to the
 American public that deterioration of physical plant and
 spiritual vigor in Western Europe was the root of difficulties
 there, not Communist activities; (2) a short-term plan to halt
 disintegration and create confidence by solving serious bot-
 tleneck problems, such as coal production in the Rhine Val-
 ley; (3) a long-term rehabilitation program initiated and
 formulated in Europe and involving a linking of national
 programs (such as the Monnet Plan of France for reequip-
 ment of industry). The improvement of intra-European

 trade was said to be very desirable, including greater trade
 between Eastern and Western Europe. In the Economic
 Commission for Europe (recently established) a recovery
 program for all Europe might be proposed with such condi-
 tions as would make the Soviet satellites reject it or else agree
 to " abandon the exclusive orientation of their policies." If
 the proposal were blocked in the ECE, the key countries of
 Western Europe might confer separately. The program
 should provide Western Europe after a definite period with
 a tolerable standard of living on a self-supporting basis.
 There should be joint assurance that aid was used as effec-
 tively as possible. The cost to the American government
 should be kept as low as possible and reimbursement should
 be made as far as was economically feasible. The Soviet
 Union was not mentioned in the report; apparently it was
 not expected to agree to the proposed program.

 The Policy Planning Staff's report and a memorandum
 from Clayton on his observations in Europe were the bases
 of Marshall's decision, announced in his Harvard address
 (June 5). He avoided detailed specifications, stating that
 " the initiative must come from Europe," but that the United
 States would be willing to give " friendly aid" in drafting a

 17 Jones, op. cit., pp. 239-249.
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 recovery program supported by " a number, if not all, Euro-
 pean countries." He later cleared up the ambiguity of the
 last phrase by saying that any country wholly or partly in
 Europe would be eligible.'8 Privately he feared the results
 of Soviet participation. Kennan suggested that, since the
 main problem was Western Europe's need for raw materials
 and foodstuffs, the Russians should be asked which of these
 commodities they could contribute. They would then have
 to agree to make a real contribution or else decline to par-
 ticipate.19 A statement along these lines was issued by Clay-
 ton as Acting Secretary. Since the Soviet Union did not
 have the same import needs as Western Europe, he suggested
 that it should help other countries which were in need.20

 During June, the State Department was concerned with
 the delicate balance of American, Russian, British and
 French attitudes. When the British and French showed
 interest in Marshall's statement, the American government
 was very cautious and noncommittal. It stated that there
 was no " Marshall Plan ", but only a suggestion that Euro-
 pean governments should show why previous American aid
 had not been enough to restore their economies and what
 they could do to help themselves with minimum help from
 the United States. American authorities expressed their
 belief that Congress would authorize further aid only on the
 basis of an integrated program covering a definite period of
 time. They made it clear that the European governments
 should not allow fear of Russian obstruction to prevent
 action. The British and French were reported agreed on
 making no concessions to the U.S.S.R. which would endanger
 Congressional approval.2'

 When Bevin came to Paris to discuss the Marshall sug-
 gestion with the French foreign minister (Bidault), the latter
 invited Molotov to participate. The French told American
 diplomats that they were not weakening, but that for internal
 political reasons they could not appear to favor exclusion of

 18 New York Times, June 13, 1947.

 19 Interview with Kennan quoted in Price, op. cit., p. 24.

 20 New York Times, June 19, 1947.

 21 Ibid., June 26, 1946.
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 the Soviet government. The French Cabinet was dependent
 on the votes of Socialist deputies who favored cooperation
 with the Communists. Urged by the British to accept the
 invitation, Molotov expressed an interest in the conference.
 He was then formally invited and further proceedings were
 suspended while his reply was awaited. It was understood,
 however, that discussions would continue even if Molotov
 refused to take part. Bevin was cheered by the House of
 Commons when he declared appeasement of the Soviet Un-
 ion ended, even if this meant ideological conflict. The
 Soviet government accepted the invitation, but expressed
 grave doubts of an integrated recovery program.

 Clayton, on his way to attend the Conference on Trade
 and Tariffs in Geneva, conferred with British Cabinet mem-
 bers. They were fairly optimistic about their own economic
 situation, believing that the American loan would see them
 through the year, provided the United States gave aid to
 continental countries. They apparently expected these coun-
 tries to buy British goods in considerable quantities. The
 outcome was very different. During July and August Brit-
 ain's American credits were nearly exhausted and her gold
 reserves badly depleted. Only after sharp divisions within
 the Cabinet were measures of austerity adopted.

 The American government had no representative in the
 Tripartite Conference (June 28-July 2, 1947), but kept in
 close touch through the British and French foreign offices.
 At the first meeting, Molotov tried to find out what addi-
 tional information the British and French had as to Amer-
 ican intentions. Being told there was none, he proposed to
 ask the American government how much money it was pre-
 pared to advance. The British representative replied that
 Marshall's speech had not contained an offer, but only a
 suggestion that European governments formulate a con-
 structive plan. The French representative proposed asking
 what assistance the United States was willing to give in the
 drafting of a European plan.22 The American observers in
 Paris felt that the French were weakening and letting Bevin
 take the lead in dealing with Molotov's objections. But

 22 French Yellow Book (Conference of the Foreign Ministers of France,
 United Kingdom, and Union of Socialist Soviet Republics) (Paris, 1947).
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 French tactics may have been right, since Molotov was being
 unusually mild and trying to avoid giving a pretext for a
 break.

 In the second session Molotov criticized the French pro-
 posal for a comprehensive European program as an infringe-
 ment on national sovereignty. He wanted cooperation of
 European governments confined to a joint statement of re-
 quirements, with priority to countries which had suffered
 from German occupation, leaving German reconstruction
 for consideration by the Council of Foreign Ministers.

 The French and Soviet proposals, as later modified, were
 not very far apart. In both, the Committee of Assistance
 would have been dominated by the Big Three, with most
 European governments having only a consultative role. The
 French seemed to be trying to conciliate the Russians by pro-

 posing that a statement of needs and resources be based on
 voluntary information and that the United States give advice
 in drafting the final report. In reply to Molotov's questions
 about German reparations, Bidault was evasive. He wanted
 to avoid premature discussion of German reconstruction,
 which might alienate nationalistic members of the National
 Assembly. The chief Communist organ in France, L'Hu-
 manite, declared that Bidault's proposals offered a basis of
 agreement. The French Communist party was therefore dis-
 credited when a TASS dispatch indicated Soviet rejection.

 The British feared that the press might get the wrong im-
 pression and overlook the important differences between the

 French and Russian proposals. Bevin set the British and
 American correspondents right on the issues involved, and
 presented a " stripped down " version of the French propos-
 als, stressing self-help and intra-European cobperation.23
 The British secretly welcomed the anticipated deadlock, be-
 lieving that responsibility would be laid at Moscow's door.

 During the afternoon session of July 1, Molotov received
 a partially decoded telegram (apparently the Kremlin's reply
 to the French proposals). A bump on his forehead suddenly
 swelled, indicating emotional strain.24 This suggests that he
 may have regretted Stalin's decision to reject the proposals

 23 New York Times, June 30, July 1 and 2, 1947.

 24 Interview with Acheson quoted in Price, op. cit., p. 28.
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 outright. In the final session, next day, his manner was
 much more aggressive than before. He charged that the
 proposed steering committee would force participants to fol-
 low policies profitable to Britain and France and to provide
 outlets for American surplus commodities. He declared that
 if the XVestern governments should go through with the plan
 there would be grave consequences.

 There was much speculation as to the real reasons for So-
 viet opposition. Molotov's charges of imperialism were
 mere propaganda. The Soviet government may well have
 feared loss of prestige from disclosure of Russian dependence
 upon East German and satellite industry.25 Moreover, as
 Molotov pointed out later, the American proposals empha-
 sized the reconstruction of Western Europe and offered little,
 if anything, for the Eastern countries which had been dev-
 astated by the Germans.26

 The real mystery is why the Soviet government did not
 agree to participate and try to gain political advantage from
 dissensions within the Committee of Assistance. Stalin's mis-
 calculations may have been due to overconfidence in Com-
 munist power in WVestern Europe and reliance upon a rigid
 interpretation of Marxist economics. According to commu-
 nist doctrine, American capitalism was approaching a crisis,
 which would cut off foreign aid, leaving Europe to fall into
 the hands of the Communists. In reality, Soviet intransi-
 gence caused Communist parties to lose influence in France,
 Italy, and other countries. In Britain the Labour Party
 Conference united in support of the European Recovery
 Program. Marshall had been astute, a British diplomat said,
 in allowing Russia to exclude herself. More than that can
 be said: he had been wise enough to get the Western Euro-
 pean governments to see the real situation for themselves.

 After the adjournment of the Tripartite Conference, the
 French government announced its intention of continuing
 collaboration with all countries wishing to act on Marshall's
 suggestion. With the British they issued an invitation to
 twenty-two European governments (omitting only Spain and

 25 See " Why Molotov Said No ", Spectator, London, July 18, 1947, by G. B.
 Thomas (said to be the pseudonym of a BBC correspondent).

 26 " Soviet Note to Sixteen Nations ", July 8, 1947.
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 the Soviet Union) to send delegates to a Conference on Euro-
 pean Economic Co-operation. Poland and Czechoslovakia
 had shown interest in the proposal, but under Soviet pressure
 they refused the invitation. All other Communist-dominated
 governments in Eastern Europe did the same.

 The American government congratulated the French and
 British negotiators on their patient efforts to find agreement
 with the Soviet government, thus removing an uncertainty
 in the working of the recovery program. American authori-
 ties gave assurance that the United States would do all in its
 power to support genuine and constructive efforts toward
 restoration of economic health in Europe. Mr. Clayton
 spent three days in Paris, discussing with French leaders
 their economic problems and answering some of their ques-
 tions concerning the Marshall proposal.27 In Washington,
 the Secretary of State held a secret conference with the Senate
 Foreign Relations Committee.28

 American policy was still rather vague. As explained to
 the principal governments of Western Europe, the adminis-
 tration at this time was thinking of grants to provide basic
 commodities and essential foods, and International Bank
 loans to finance reconstruction of industry. American rep-
 resentatives in Europe emphasized that the final report of
 the coming conference should include an analysis, under-
 standable by the American man in the street, of the reasons
 why Europe had not made more progress with the large sums
 of American aid given during the two preceding years. The
 report should also provide for a sound production program
 to put Europe on its feet in three or four years, and a form of
 economic federation (or, at least, definite steps in that direc-
 tion). Regarding the alleged conflict with the trade charter
 being negotiated at Geneva, American representatives ex-
 pressed the opinion that the charter would not prohibit
 customs unions among contiguous countries.

 The French financial situation was very weak and French
 officials suggested that massive imports of consumer goods
 would stop inflation. But American spokesmen declared
 that balancing the national budget was the proper method
 of checking inflationary pressure. The French were also

 27 New York Times, July 8, 9, 10, 1947. 28 Ibid., July 12, 1947.

This content downloaded from 73.119.137.208 on Sun, 03 Dec 2017 20:02:15 UTC
All use subject to http://about.jstor.org/terms



 No. 4] ORIGIN OF MARSHALL PLAN 493

 concerned over the part Germany would have in the pro-
 gram. They wanted permanent control of the Saar and did
 not see the necessity of a large increase of German steel pro-
 duction. They asserted that their own steel mills could sup-
 ply all of Europe's needs if assured of sufficient coke from
 the Ruhr. It was understood that German questions were
 not to be brought up at the conference, but it was also agreed
 that solution of the German problem within a year was an
 important condition of the success of the European Recovery
 Program.

 Diplomats from sixteen nations convened in Paris on July
 12 and established the Committee for European Economic
 Co-operation. This Committee, under the chairmanship of
 Sir Oliver Franks, set up a series of technical subcommittees
 and an executive committee. On consideration of a ques-
 tionnaire to be sent to participating governments, the Swed-
 ish representatives, backed by the Dutch and the Swiss, pro-
 posed that questions be confined to the short-term aspects of
 recovery, leaving long-term problems to the Economic Com-
 mission for Europe. But the French and British insisted that
 only a comprehensive four-year program would satisfy the
 United States. The representatives of the smaller countries
 declared they could not proceed on the basis of information
 not available to all. The American embassy straightened out
 the tangle by explaining why Clayton had been unable to
 visit all countries and arranging for him to confer with most
 of the other governments. The American government kept
 in close touch with the proceedings of the Conference through
 its Paris embassy (headed by Jefferson Caffery) in collabora-
 tion with Clayton whenever he was in Paris.

 Meanwhile, announcement of a new directive to the Amer-
 ican Military Government in Germany (July 15) had aroused
 apprehension and criticism in France. The French govern-
 ment could not at that time depart from its announced policy
 of favoring a weak German government and permanent in-
 ternational control of the Ruhr. They had given up the
 " pastoral " approach to Germany, but still wanted to pro-
 vide for future security by " pulling out Germany's industrial
 teeth." Almost any decision on the future of Germany would
 put the French government in a difficult political situation.
 At the same time, the British urged revision of economic
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 controls in Germany in order to end the burden on their
 dollar reserves. The American government wished to con-
 fine discussion to the coal situation and connection with
 plans for general European recovery. Tentative Anglo-
 American agreements on coal and steel production caused
 the French to warn that decisions made without consulting
 their interests would make fusion of zones more difficult.
 The Communists had charged that the Marshall Plan meant
 putting Germany first. If this view should be confirmed, the
 French Cabinet might not survive. After fighting off criti-
 cisms from 180 Communists and 120 Socialists regarding the
 Truman Doctrine and the Marshall Plan, the Cabinet might
 not be able to stand the additional burden of explaining the
 new German policy. The American representative assured
 the French that the Ruhr management would not be inde-
 pendent of Allied control and that no final decision on own-
 ership of the Ruhr industries had been made. At his sug-
 gestion, the American government ordered a halt in the
 Anglo-American discussions in Berlin and agreed to a tri-
 partite conference on German industry. The French Na-
 tional Assembly voted confidence in the Bidault policies
 regarding Germany and the Marshall Plan. In the CEEC
 technical committee the French refused to accept the Bizone
 estimate of 10,000,000 tons of steel in 1951, but agreed to a
 statement that this amount was expected, but it would de-
 pend on decisions made elsewhere.

 In August the three Powers agreed that measures to be
 taken in regard to German industry should not give priority
 to German reconstruction. The American and British gov-
 ernments agreed to consider French proposals for greater
 export of German coke, but did not accept French objections
 to their level-of-industry policy. Their announcement on
 August 29 provided for retention of German industrial
 equipment, not suitable for military production, in sufficient
 amount to permit resumption of normal production and ex-
 port in order that West Germany might become self-sufficient
 and also contribute to the recovery of Western Europe as a
 whole.29

 29 Germany, 1947-1949, pp. 356-359; New York Times, August 22, 28, 29, 30,
 1947.
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 The Anglo-American policy in regard to Germany was sup-
 ported by the smaller Powers in the Committee for European

 Economic Co-operation, especially the Benelux group. They

 feared that France with her ambitious Monnet Plan might
 get the greatest share of American assistance. They preferred
 greater use of German resources and increased trade with
 Germany. German Bizone estimates were called for in the
 questionnaire sent out by the Conference as a statistical form
 to guide participating governments in drawing up their sep-
 arate national reports. Besides reciting the efforts each na-
 tion had made and the assistance it had given others, the
 reports were to outline the efforts each proposed to make in

 the next four years (1948-1951). Assuming that there would
 be no shortage of exchange after 1951 and that standards of
 living could be maintained without further outside aid, the
 national programs should show the amount of American aid
 necessary to assure an approximate balance of international

 payments in 1952.

 The American government was still hesitant about giving
 guidance to the Committee. The State Department wanted
 to be able to tell Congressmen and Senators that no commit-
 ments had been made. The most they could say at this time

 was that the United States (subject to Congressional ap-
 proval) might supply necessary food, clothes, medicines, etc.,
 but there was no prospect of an international dole. The
 American representatives in Paris agreed to meet with the
 Executive Committee so that the American government's

 views might be given on a confidential basis. It was made
 clear that the American government was thinking in terms of
 concrete measures by participating governments, not mere
 agreement on general principles. It was also stated that the
 United States was not prepared to finance a system of intra-
 European currency clearance. Such proposals confused

 symptoms with the disease; the real problem was revival of
 production, it was declared. The American representative
 also opposed a suggestion that an American public relations
 counselor be employed to make the Conference report at-
 tractive to the American people. In regard to trade barriers,
 the American representative suggested a series of tariff re-
 ductions ending in elimination of barriers at a definite time.
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 He opposed allocation of products as a move in the direction
 of cartelization.

 Mr. Clayton and the American ambassadors in Paris, Lon
 don and Berlin conferred on problems related to the assist-
 ance policy.30 They felt that the situation in the CEEC
 made it imperative that the United States give the " friendly
 aid" in drafting the recovery program which Marshall had
 promised in his Harvard address. Since the American gov-
 ernment was not yet ready to make specific decisions, its rep-
 resentative in Paris was instructed not to make suggestions in
 such a manner as to appear to commit the United States. In
 fact, he had said repeatedly that the President and Secretary
 were not committed until they could examine and approve
 the completed report. Even then Congress would have the
 final decision.

 Later the State Department expressed the opinion that the
 Committee was giving too little attention to self-help and
 mutual aid. Unless the European nations were ready to ad-
 just to basic changes which had occurred, no aid from with-
 out could be really effective. In regard to bottleneck indus-
 tries such as coal mining and agriculture, some new capital

 equipment might be necessary, but chief emphasis should be
 upon efficient use of existing capacity. The Department
 was ready to study the first draft of the Committee's program
 informally so as to facilitate presentation to the American
 government and Congress. But the American representative
 in Europe stated that without guidance from the United

 States, the Committee would present a simple statement of
 needs together with expressions of good intentions for the

 future. He urged emphasis upon freeing of trade, which
 would get support from European liberals and strengthen
 the case in Congress. The opportunity to help Europe out
 of bilateralism and restrictionism would probably never re-
 turn again, he thought.

 On the other hand, a British diplomat felt that the Amer-
 icans were taking an oversimplified view of the situation.
 The word " integration " had become somewhat of a catch-
 word. Actually European nations had traded actively with

 30 New York Times, Augtust 3, 4, 6, 1947.
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 one another in spite of tariffs. The greatest barriers were
 quantitative import restrictions and these would be relaxed
 gradually with economic progress. A customs union could
 not be negotiated in less than five or ten years. He suggested
 setting up study groups, with which the United Kingdom
 might be associated, as well as a special working party on
 regional customs unions. The American government was
 not insisting upon immediate union, but believed definite
 commitment to eventual elimination of trade barriers would
 make a more favorable impression in the United States than
 mere intention to explore. A central organization of par-
 ticipating countries would not have to be continued beyond
 the period of assistance, the American representative thought.

 By this time (August 22) it was apparent that the United
 States must clarify its policy and give the Committee more
 definite guidance. The Policy Planning Staff report of July
 23 and the reports of State Department economic experts
 had not been officially adopted as a departmental position.
 It was especially necessary to eliminate differences between
 the home staff and the representatives in Europe. The latter
 had put great emphasis upon lowering of tariffs and forma-
 tion of a customs union. But the economic staff stated that
 the greatest trade barriers were restrictions on imports to
 protect currency. The Policy Planning Staff believed that
 increase of intra-European trade might require a multilateral
 clearing system based on a special dollar fund. They also
 felt that a grouping of recipient nations would give assurance
 that American aid would be used to the best advantage.

 A special meeting of Department experts recommended
 that the Department's position be established as soon as
 possible and that the CEEC report be reviewed even if this
 involved a form of negotiation. They urged that the method
 of presenting the report to Congress be determined and that
 a special memorandum on public relations be given official
 consideration. They also suggested that differences between
 Department attitudes and those of its representatives in
 Europe be cleared up, possibly by sending certain Depart-
 ment officials to Paris.

 The Department decided to send to Paris George F. Ken-
 nan, chief of the Policy Planning Staff, and Charles Bone-

This content downloaded from 73.119.137.208 on Sun, 03 Dec 2017 20:02:15 UTC
All use subject to http://about.jstor.org/terms



 498 POLITICAL SCIENCE QUARTERLY [VOL. LXXIII

 steel, special assistant to the Secretary of State, to give the
 CEEC guidance in the completion of its report and to point
 up the broader political factors influencing American think-
 ing.

 Meanwhile, an outline of policy in regard to European
 recovery was sent to American representatives in Paris.
 This statement put emphasis upon short-term programing to
 restore full use of existing capacity, although it did not ex-
 clude long-run capital development. The essential elements
 of such a program were said to be correlation of national
 programs on an area-wide basis, allocation of agricultural
 products and basic industrial materials, and expansion of
 intra-European trade (involving possibly American support
 for a currency-clearing system and looking, if possible, to an
 eventual customs union). A continuing central organization
 was thought necessary to recommend distribution of Amer-
 ican aid and make international allocations. But the United
 States would retain the right to modify aid allotments. In
 spite of the importance of trade with Eastern Europe, the
 American government could not provide direct aid to East-
 ern countries, because of their political unacceptability, but
 would consider international measures (such as World Bank
 loans) to expand Eastern industry where such action would
 benefit Western Europe. The American government fa-
 vored the greatest possible use of United Nations agencies so
 long as such use did not interfere with the progress of the
 program. The American authorities assumed that most of
 the aid from the United States would be in the form of speci-
 fied commodities. Hence the amount of untied dollar assist-
 ance should be minimized or left open. The United States
 did not intend to satisfy the entire world's appetite for dol-
 lars under the guise of a European recovery program, but did
 not exclude some expenditures outside the United States.

 The chief American representatives (Clayton, Kennan,
 Caffery and Douglas), conferring with the Executive Com-
 mittee of CEEC, expressed disappointment that the pro-
 visional report was not in a form to convince Congress and
 the American people that its proposals were sound and
 practicable. They especially stressed the importance of in-
 ternal financial stability, reduction and eventual elimination

This content downloaded from 73.119.137.208 on Sun, 03 Dec 2017 20:02:15 UTC
All use subject to http://about.jstor.org/terms



 No. 4] ORIGIN OF MARSHALL PLAN 499

 of trade barriers, and a central international organization to
 review progress. The American economic experts stated
 that the estimate of necessary outside aid ($29.2 billion) was
 unrealistic, too high for available commodities and not ad-
 justed to necessary changes in standards of living. European
 consumption of meats, dairy products, and other protective
 foods could probably not be restored to pre-war levels,
 partly because of world shortages of food and feedstuffs. The
 Americans stated that they were not trying to dictate, but
 merely giving their view of what was necessary to win ap-
 proval by the American people. The probability of accept-
 ance w-rould be greatly enhanced if Europe would plan for
 continuous progress toward a workable economy at the end
 of four years. To achieve this purpose a partial delegation
 of sovereignty to a central organization might be necessary.
 Without joint review of production and consumption the
 result might be a watered-down version of a potentially
 constructive program.3'

 After a great deal of technical criticism from Washington,
 the financial experts of the Committee undertook to revise
 their estimate downward. Recognizing certain errors and
 discrepancies, they stated that no reliable estimates for the
 period after 1948 were possible. But by assuming falling
 prices as commodities became more plentiful and assuming
 increasing exports to America, they estimated a deficit in
 the neighborhood of $22.7 billion in trade with the Americas
 during the four years (1948-1951, inclusive). A surplus of
 payments with the rest of the vorld would leave the partici-
 pating countries with a deficit of $19.8 billion. This in-
 cluded a deficit of $1.7 billion in 1951, as low an estimate as
 the experts felt could be honestly defended.32

 The American government, feeling that a satisfactory out-
 come of the conference was unlikely and knowing that the
 economic situation was rapidly deteriorating in France, Italy
 and Britain, urged participating governments to authorize

 31 Clayton's seven-point summary of American " conditions " was given to
 the press by Sir Oliver Franks. New Y'ork Times, September 3, 1947.

 32 In the final report, the four-year deficit was given as $22.44 billion, of
 which $3.13 billion was assumed to be financed by the International Bank
 for Reconstruction and Development, etc.
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 more positive steps of self-help and mutual aid. Mean-
 while, it was hoped that the Paris conferees would draw up
 a preliminary report by September 21, giving the main lines
 of policy for future discussion. Thus an improved report
 might be ready in skeleton form by November and in com-
 plete form for presentation to Congress in December. The
 French government wanted early agreement on a report,
 even if presented as preliminary; otherwise the impression
 would be given that the conference had been a failure. The
 British government was much disturbed at the possibility of
 postponing final action; this would give opportunity for
 critics to do harm. It suggested that some reassuring state-
 ment be issued in Washington to restore confidence and
 indicate that the Committee would be allowed to complete
 its work without external pressure. The United States was
 unable, however, to endorse the report as it stood. Any
 optimistic comments not only would be contrary to fact, but
 might also " take the heat off" the conferees and have a
 harmful effect in the United States.

 The American representatives in Paris urged the Exec-
 utive Committee to postpone calling the whole conference
 together until the report could be rephrased so as to indicate
 its preliminary or tentative character. The members of the
 Executive Committee felt that such action was politically
 impossible, but were willing to designate the report as
 " provisional in some respects," not implying that it was to
 be replaced by a new report. They were also ready to make
 certain adjustments short of major policy decisions by their
 governments. They felt that there was no possibility of
 agreeing on an integrated plan involving an over-all agency
 to regulate basic economic activities, although consultations
 to review progress would be possible. A British diplomat
 remarked that some people in the American government
 seemed to favor a directed economy. The American repre-
 sentatives thought that such an opinion was held only by a
 few, and urged their own government to drop the proposal
 for allocations, which might lead to interminable arguments
 or to international cartels.

 The Americans consulting with the Executive Committee
 suggested six specific changes which would make the report
 acceptable to the American government:
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 (1) a statement of obligation to attain production targets
 for key commodities;

 (2) assurance of early action to restore financial stability;
 (3) commitment to reduce and eventually eliminate intra-

 European trade barriers;
 (4) segregation of capital items which could be financed

 without American aid;
 (5) postponement of formal conference until September

 20;

 (6) firm commitment to form a multilateral organization
 with power to review performance.33

 In the Executive Committee the Benelux representative pro-
 posed that the report be further considered during the com-
 ing week and then issued as a " first report ". The Ameri-
 cans concurred in this suggestion in order to keep the group
 moving as rapidly as possible in the direction of their basic
 objectives and to give home governments time to reconsider
 their policies. The Conference voted to postpone its final
 session until September 20 or 22. There were reports of a
 " small revolt " against British leadership. Most countries
 were said to be willing to comply with American sugges-
 tions. Four of the six points were adopted with little diffi-
 culty. The American representatives were willing to accept
 an agreement to set up a merely consultative central organi-
 zation. They were unable to get a commitment for elimina-
 tion of trade barriers, but finally thirteen countries agreed to
 set up a Customs Union Study Group. The British were to
 consult the Dominions in regard to lowering trade barriers
 in Western Europe. The document they had been working
 on for two months was to be called an "initial report ",
 allowing for the possibility of supplementary reports. The
 chairman was authorized to call the conference together
 again if further action were found necessary.

 The American representatives congratulated the members
 of the Conference on accomplishing their difficult task in
 such a limited time and on having blazed a new path in the
 history of Europe. But the American government was some-
 what disturbed that the Conference was to adjourn without

 33 New York Times, September 13 and 14, 1947. These points are sub-
 stantially the same as the earlier seven " conditions ". Ibid., September 3,
 1947.
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 definite provision for continuance of its work. The Execu-
 tive Committee was invited to Washington for consultations,
 but it was suggested that it keep its technical staff as small
 as possible, so as not to detract from the Secretary's state-
 ment about European initiative. The principal reasons for
 further action were to revise the balance-of-payments esti-
 mates and to set up a central organization in order to back
 up the Department's request to Congress for interim aid. In
 the end, the State Department made its own estimate of
 Europe's needs, reducing the maximum to $17 billion. The
 Organization for European Economic Co-operation was
 established in April 1948 as the central review and con-
 sultative agency for the sixteen countries and the western
 zones of Germany, in the fulfillment of the European Re-
 covery Program.

 To summarize: the refusal of the Soviet Union to par-

 ticipate in a joint assessment of resources and needs simpli-
 fied the task of American leadership, but did not eliminate
 all political problems. French fear of German resurgence
 was overcome by safeguards for legitimate French interests.
 Later American pressure for European integration brought

 British resistance. This did not prove fatal to the Program
 because the State Department was willing to compromise on
 its most advanced proposals. The important thing was to

 impress Congress and the American people with Western
 Europe's determination to make the best use of American

 assistance. To do this, the American government believed
 that the European Recovery Program must have the follow-
 ing features:

 (1) The amount of American aid expected must be with-

 in reasonable limits.

 (2) A definite time limit must be set.
 (3) Europe's needs must be stated in concrete terms,

 mostly definite commodities and equipment items

 available in the United States.
 (4) Participating countries must take immediate and

 effective measures to check inflation.
 (5) There must be assurance of effective use of aid to be

 given.
 (6) The participating countries must be willing to give

 and receive aid to and from one another.
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 There were grounds for questioning the validity of some
 of these specifications. The CEEC financial experts pointed
 out that estimating Europe's needs for more than a year in
 advance was largely a matter of guesswork. Fixing a date
 when international payments would be balanced was even
 more precarious. Nevertheless, the Europeans had to accept
 the American position on these two points. In regard to
 sources of supply, the United States was willing to permit a
 limited amount of " off-shore procurement ". What Europe
 needed most was " free dollars " to purchase its necessities in
 any part of the world. But the outcome of the British loan

 had made the Americans wary of trying to fill an apparently
 bottomless pit-the world's need of dollars. The American
 government also rejected a proposal for building up Euro-
 pean bank reserves.34 All participants agreed to immediate
 measures to check inflation. Unfortunately these often in-
 cluded restriction of imports from other participants. The
 later agreement on intra-European payments, with limited
 support from American funds (conditional aid), reduced
 somewhat the barriers hampering European monetary ex-
 change.

 The most serious questions were raised regarding Ameri-
 can proposals for removal of trade barriers and for estab-
 lishment of a central recovery organization. Removal of all
 trade barriers and establishment of a customs union were
 changes too great to be adopted in a few weeks. The cau-
 tious recommendations of the Study Group were never put
 into effect. The American authorities themselves were not
 agreed on the functions of the proposed central organization;
 they accepted an Organization for European Economic Co-
 operation with merely advisory powers. Yet these two pro-
 posals in the CEEC report may prove in the end to be the
 most important. The OEEC became the seedbed of Euro-
 pean integration. It brought about the establishment of the
 European Payments Union and reduction of trade restric-
 tions. And now some of its member governments are con-
 sidering a common market and a free trade area.

 The third and final stage in Marshall's strategy, winning

 34 The State and Treasury Departments discussed this proposal; any chance
 it might have had was ruined by Bevin's tactless reference to Fort Knox gold.
 New York Times, September 3 and 4, 1947.
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 public and Congressional support for the European Re-
 covery Program, cannot be fully described here.85 After
 revising the Paris report in consultation with certain mem-
 bers of the CEEC, the State Department sent its recom-
 mendations to Congress where they were given full con-
 sideration by House and Senate committees. Although
 leaders of public opinion, including prominent business men
 and journalists, quickly came to the support of the proposal,
 the general public remained averse or indifferent until early
 1948. The Communist coup d'etat in Czechoslovakia (Feb-
 ruary 1948) apparently tipped the balance toward the plan.
 In April, polls indicated that a majority of the citizens
 favored the new policy, including two thirds of those who
 knew something about it. Marshall could not have forseen
 the Soviet reactions to his moves. But by having a plan ready
 he could take advantage of Stalin's errors and bring public
 opinion to a decision before the European situation became
 critical. By taking the initiative in 1947, he avoided a policy
 of " too little and too late" in 1948.

 WILLIAM C. MALLALIEU
 UNIVERSITY OF LOUISVILLE

 35 A condensed account, based on State Department public opinion studies,
 is given in British Reconstruction and American Policy, 1945-1955, by Wil-
 liam C. Mallalieu (New York, 1956), pp. 62-64.
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