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SE®RLT National Advisory Council
Document No, 663
fApril 14, 1948

MEMORANDUM To The National Advisory Council
From: The llational idvisory Staff Committee

Subject: Division of ERP Assistance Between Grants and Loans

le Problem

The Zconomic Cooperation /dministrator has requested the advice of the
Natioral /dvisory Council on the division to be made in the assistance be-
tween loans and grants (a) for each perticipating country for the first
quarter of the Eurovcan Recovery Program, and (b) for China,

2 . Background

ae On February 6, 1948, the Chairman of the NAC, pursuant to a request
from Senator Vendenberg for a distribution of aid to ERP countries on the
basis of lozns and grants, submitted 2 precliminary and tentative breakdown
to the Secretery of ftate for his trensmittal to Senator Vandenberg as follows:

Cash payment basiss

Switgerland, Turkey, Portugal
3 J

100% loan basis:

Sweden, Iceland, Ireland

100% grent basis:

Greece, Justria

85% loons, 15% grants:

Norway, Pelgium—Luxembourg

20% loars, 80% grants:

The United Kingdom, the Netherlands, Denmark

10% loans, 90% grants:

France, Ttaly
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Md to Germeny out of a Congressional appropriation for ERP would result
in a cloim against that country requiring future negotiation with respect to
settlement.

The foregoing breakdown was subsequently trensmitted by the State Depart-
ment to Senator Vandenberg with the two following modifications:

(1) Vhile Turkey was still included among the countries on a
"cash payment basis", the letter indicated that this classifi-
cation was tentative and that it might prowe necessary and
more approprizte to make ERP aid available to Turkey on a loan
basis.

() TFor countries on a partial loan end partial grant basis,
no indicstion wes given of the ratio of loans and gronts
epplicable to ezch such country.

be No previous coneideration has been given to a breakdown between
grants and loans for China,
3¢ Discussion

e ae A definite division of ERP assistance to a particular country
) - betwecn grants and loans cannot be made until such time 2s the allocation

of zesistance to the country hos een definitely determined. The division
betiecen grants and lo~ns can bc made on an opcrating basis, howewer, for

the first quartcr since therc is the poseibility of maklng necessary adjust—
ments in the later quqrtgr

The percentages of loans and grants were arrived at on the assumption
that (2) the allocations will be determined according to the general magni-
tude of the "estern Homisphere deficit, and (b) that the amount of U. S. aid
(whethcr in the form of lozns or grants) to each participating country would
be based primarily on the projccted deficit of cach country in its trade with
the Vestern Hemisphcre onlye No allowance was made for the possibility thet
under a different system of alloeating aid, a» different ratio of loans and
grants for particular countries might be warranted, As for loan terms, it
was assumed that the terms would f2ll within the rsnge_éé_lgjﬁb previously
establishediby the U, S. Covernment,

The estimated division of ERP aid for cach country was distributed
between loans and grants on the basis of the current judgment of the Staff
Committee as to each country's prospective ability to pay. In making this

SECRET

: —
Digitized for FRASER

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



o

‘9
%
-

Digitized for FRASER

SERET National Advisory Council
Document No, 663

- =

be reccived by each country over the full Ai veers of the program,

Assistonce extended to the Bizone and the French Zone of Germany
represents a charge on the CGermen cconomye The terms of payment of any un—
paid balance cannot be determined until the final peace settlement and there-
forc must be kept open,

iMter considerrtion of the position of each participating country, the
Stoff Committez hre modified slightly the previous percentage breakdown in
the case of ~ number of the countricse It recommends that the revised per-
centages be used for the allocations in the first quarter,

be In the case of China, the Staff Committee considers that on the
basis of the Chinese ability to renay,the whole of the non-reconstruction
items should be provided on 2 gront besis and that the terms of payment for
reconstruction itoms should be settled later, aftcr the nrojects have become
knovme

Lo Recommendation

The following action is submitted by the Staff Committee for the con-
sideration of the National Advicory Council:

(2) The National Advisory Council is of the opinion that
the following clacsification of recipient countries under
the Furopean Recovery Program should be observed in deter-
mining the terms of U, Se assistance which is allotted to
each country in the first quarter:

(1) Cag* Payment Basis

Portugal, Switzerland,

(2) 100 Percent Loan Bacis

Iceland, Ireland, Sweden, Turkey (to the
extent that any assistance is extended
to Turkev’).

(3) 100 Percent Grant Basis

hustria, Greece,

SECRET

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



SECRET National Advisory Council

( Document No. 663
-
L 4 -
(4) Pert Loan and Part Grant Basis
Italy, 10 percent loans, 90 percent grants;
Frence (including Saar), 15 percent loans,
€5 percent grents;
United Kingdom, 25 percent loans, 75 percent
grantss
Netherlande, 25 percent loans, 75 percent
grants;
Denmark, 25 nercent loans, 75 percent grants;
Norway, 50 percent loans, 50 nercent- grants;
Belgium~Luxembourg, 85 percent loans,
15 percent grants,
(5) Charged to German Economy (Terms of payment of un-
paic balance to he determined at peace settlement)
Bizone Germany and Frendh Zone of Germanys,
(L) The National Advisory Council is of the opinion that,
on the basis of the Chincse ability to pay, the wholc of the
{ assistence extended to finance other than reconstruction
- projects should be provided on a grant basis and that the
terms of repayment for the aid extended to finence recon-
struction projects should bhe held onen until after the pro-
jeets have become lmovm,
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