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II. UNITED STATES FINANCIAL AID TO FRANCE

United States Loans to France. In order to cover the
residual balance-of-payments deficit in the near future, the French
heve obtained American financial assistance "pending the time when
the Internationel Benk for Reconstruction and Development will be in
full operution.” The American finsncisl aid includes: (&) & direct
loan of 650 million dollurs from the Export-Import Bank; (b) a line
of credit toteling 720 million dollers for the purchase of United Stutes
surplus property now in Frunce and in Fronch overseess territories, and
for the puyment of goods supplied to Frence by the United Stetes Govern-
ment since the end of the wer; and (¢) additionzl credits for the purchase
of Americun-ovned merchant shipping.

The contract covering tho 650 million dollar Export-Import
Bank lotn has not yet been signed at this vriting. The intercst rute
is stated to be 3 per cent end the torm 25 yeers; however, no repayments
of principal wrae to be effected during the first five years, tho entire
emertization of ccpitel being made in tho remuining 20 yeers. The first
Export-Import Bank loacn to Fruonce grunted in Scptember 1945 carries
intorcst at 2-3/8 por cent and is repaysble in 30 years, beginning
July 1, 1946; thesc arc the semc torms as thoso of the 1lond-leuse
"2(c)" agroements.

The 720 million dollar line of credit for the paymunt of
gocds supplied to Franco sincc the ond of the wer and for tho purchase
of Unitod Stetcs surplus propoerty located in Fronce end in French ovor-
see.s territorios cerrics interust et e rate of 2 per cont por cnmum,
bogimming July 1, 19L46. Bouginning on July 1, 1951, intercst and principal
will be puid in thirty cquel cnnucl instellments.t/ Should the payment
of any instullment not bo "in tho joint intersst of both govermments,”
"boeouso of extroordiniry and edverse cconomic conditions arising during
tho course of puyments,” poymonts mey bo postponed for a period agreed
upon by the two govermments.

In compering the terms of the United Stetes-Fronch egroement
with the eerlier "3(c)" vgrecment of February 28, 19L5, the following
differonces arc worth pointing out. Tho intorest rete is 2 per cent,
instoad of 2-3/8 per cont as undor the "3(c)" wgrommoent; the ropaymoent
of principsl, which was to have stortoed immediately undor the "3(c)"
cgroemont, is postponed by five ye.rs in the now agreoment; and while
tho "3(c)" cgrucmont c.lled for the repeyment of principal by equal
annuel installments, the now egroement provides for repayment of
principal wnd intorcst by cquel ennuel instzllments, so thet tho
cvsorage meturity of the loun is longer undor this new schodulc. More-
ovsr, the toxt of the joint stotoment rogerding tho conditions of post-
ponement of puyments in casc of bel.nce-of-payments difficultios may be
interpreted es covering not only principal wmortizetion, as was ap-
purently truc in the "3(e)" egreemont, but clso intorest. However,

T7‘Part of thesc poymonts will consist of 15 million dollers worth of

T rool ostutoe and 10 million dollers worth of froncs which tho United
Stetes will usc to buy ond improve rceel estote or to carry out
"educationtl progrems cgrecd betwsoen the two govermoents."
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there is no walvor of interoest clong the linces provided for in the
Anglo-fmoerican locn agreemcent, but only conditioncl postponement; and
the cleuse providing for postponcmont lacks &« preciso definition, such
£s thet conteined in tho Anglo-fmericen loen rgreoment, of the con-
ditions under which it would opcrute.

Of tho 720 million dollars, 300 million dollers arc dostined
fer the purchosc of Amcricon wer surplus in Frence snd in French over-
scas territories. Franco is to wcquire these stocks at about 20 per
cont of their cost price. The rameining 420 million dollars roprosents
o net sum in puayment for goods supplied to Frunce since the cnd of the
wer. Meny complex adjustments wore medc prior to determinstion of this
figarc which is still subject to rovision pending the finul egroonont
on the accounting procodurcs. It includos the so-called "3(c)" credits
oxtonded to France under the cgroemcnt of Februery 28, 1945, cnd thore-
fore docs not roprosont a completely new credit to France. Oanly to the
extont that the sottlemont wiped cut ceortoin French obligotions which
hed prcviously been peyablc on a oash bisis, and in purt transforred
than into e stroight lond-lease cutegory wnd funded the balunce, was
rogl relief granted to the French bealonce of poyments.

Discussions are toking place for «n additional credit, subject
to tho provisions of the Morchant Ship Sales Act of 1946, wheroby France
will acquire approximately 750,000 tons of merchant shipping ovmed by
the Govorment of the United States.h Nowspaper rceports cstimctc such
credits as amounting to "at loast" 25 million dollars. By purchusing
theso ships, Fronce will effcect substantial cconomics on hor occan freight.

Final Settlement of Lond-Lease. Apeart from the loens, France
has drewn various benefits from the finunciul wnd cconomic sgrocnents
concluded on Muy 28, The United Stutes end the Froneh Govermmoent hoave
reachod «n understonding for the final settlement of lond-lease ond
rociprocal aid, of the Frunch obligution to tho United Stutes Govermoent
under the militury supply progrim (Plan A), ond of other finenciel cluains
of ectch goverment aguinst the other arising cut of tho war.

Militory «nd civilion lond-loase obligwtions wrising prior
to Scptember 1, 1945, have boon cancellod. The Unitod Stutes has ro-
nounced all claims for the repegymont of 2-1/h billion dollars worth of
nilitery storcs wnd equipnicnt suppliod to Frunce during the war and
cgeinst which Frence supplicd only 870 million dollers in rcciproeal aid.
Furthernore, the United Stotes has «wlso renouncod its claims for the pay-
ment of crmounts outstanding for deliverios made to the French and North
African civilian populations. Those claims total 300-400 millica dollars.
This settlemont is, however, subject to the following qualificutions:
(1) the French Govermment is to oxtend "eppropricte non-discriminctory
troetment” to United Stutes netionels in the use und disposition of
installations in tho building of which therc has been o Unitod Stctes
Govermant contribution and which tcre tronsferrcd under this scttlemont;

I/ Tho two countrics Wave elrondy egroud thet Fr.nce should reccive

T 17.5 million dollors for loss or danuge to French vessels or cargocs
whilo under our contr>l. This includes the settlament for the luxury
liner Normandie which burned in New York hearbor,
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(2) the United States Govermment reserves its right of racapture,
while indicating, however, "that it does not intend to exerocise
generally this right" (with certein specific exceptions); (3) the
disposal for military use to forces other than French armed forces

of lend-lease articles held on September 2, 19,5, or rcceived there-
after by the French armod forces and the disposal for civilian use
other than in France or in Fronch overseas territories of such lend-
lease articles will be made only with the consent of the United States
Govermment, and any net procseds will be paid to the United States
Govermment. The French Govermment will not, except to & very limited
oxtent, relemse for civilian use in, or for oxport from, Fraonce and the
French ovorseas territories lend-lease articles held by the Fronch
armed forcos.

Agroement on Commercicl Policy. The two govermments found
themsolves

"in full agreemont on the generel principles which
they dosire to seeo estabiished to cchieve the liber-
ttion &nd cxpansion of intornetioncl trade which they
deem to be essontial for the reelizotion of worldwide
prospority and lasting pesce,"”

Moreover, by extending credits to France and by cssisting
France in securing an adequate supply of coul from Germany, the United
Stutes is to help the French to reconstruct and modernize their cconomy
so as to -

"facilitete tho intogrution of Europe in the world

economy snd oneble Frence to rosume hor placoe as o

groct producing and troding nction.”

Beforc the wer, Frince, with hor overseas territories, had w«n important
and stable sherc in world production and trede. From 1913, just beforo
the First World War, until 1938, Frince's shere of world production

varied between 5—1/? and 6 por ccnt, & proportion not widely divergent
from her shero in world ponulation--~5.2 per cent. Beforo thc Sccond

World War, Frence was tho fourth lergest exporting and importing notion,
being surpassed only by tho United Stutes, tho Unitod Kingdom, and Germany.

The United States~Fronch agrcament has, therefore, far-roaching
commercial-policy implications. From the very inception of the recent
locn negotiations, tho French pointed out thet the dogroc to which Frence
will be wble to contributc to a world of eoxpending production and trudo
in conformity with the objuctives of tho internctioncl cconomic policy
of the United Stutos will depeond primarily upen the opportunitiocs thet
arc given to hor to undertake ond wehieve thu reconstruction and
modernizetion of hor ggricultural snd industricl oconomy. In the
absence of such &id os will cneblce her Yo procure the raw motericls
end equipment required to start her industrices going full specd and to
re-csteblish equilibriur in hor boluncs of puyments, France will have
to slow down the pace of reconstruction and modernizition, meintain and
strongthen the existing cconomic controls, earmerk her availablo gold
and foreign essets for the purchuse of capitul goods, and rulo out foreign
trode, oxcept through bilatcral treade orrangements. Thet such o course
would be detrimentel to othor treding nations, wnd more purticulerly to
the United Stutes, is beyond doubt,
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As a result of tho Unitod States-French negotiations, the
two govermmonts, reaffirming "complote ugreement at all importent
points" on the principles expressed in the Proposuls for Considerution
by an Internutional Conference on Trade end Zmploymont, agreed to work
together for reciprocal turiff reductions in advence of the forthcoming
World Trude Conferencos

"The two govermmonts arc of the opinion that the
prior conclusion of agreumants emong tho mejor trading
nations of the world for tho substuntial reduction of
teriffs wnd other berricrs to trude and for the ramovel
of discriminatory crrungements would contributc groetly.
to the success of tho world Conforonce.”

A similer provision, i1t should bc noted, was contuined in the joint
United States-British statomunt rogerding the understuinding roesched
on comnmercial policy, issued on Docenbeoer 6, 1945, at the closc of thc-
Anglo-fmerican loan negotictions.

The French Govormment hes advised the United States Govermment
of the following spocific moves: (o) o new Fronch tariff is being pro-
poarod which will contain ad velorom duties only end which will not in-
ercase the degroec of protcction over the level which oxisted prior to
the war. This ncw toriff will serve es the leovel from which reeiprocal
roductions will be nogoticted in the fortheoming multilatoral conference.
(b) Frenco hus dofinitely abendoned hor pre-war policy of protceting
French producers with import quotes. (c¢) The French Govermmoent hes
reiteratod thet it hus sbandonod tho price cquelizetion (percquation)
prccedurc, ™vhich it was compollod to use provisionslly during the
period prior to tho roveluetion of the frane in order to fucilitute
cxrorts."

Howover, the abolition of quuntitutive restrictions hes been
quelified by the French Goverrment to the extent thut the lattor

"must maintein import controls within the fremowork

of un import program, but that it will maintain such
controls only s» long us they arc ncecssary to safe-
guerd the equilibrium of its bulunce of puymonts and

to echieve in an orderly wey its plen of reconstruction
cnd modernizetion.”

It wis elso formally stipulatod that tho French Govermment would ad-
miristor the issuwnce of import licenses under the French import program

"without discriminetion us among foroign sourccs of
supply «s soon s Fruncce possesses, or 1s ablc to earn,
sufficiont froc foroign exchangoe so thet it is no longor
necessury for her to mako purchiases within the limits

»f bileterzl tride end finaneisl ogrocments.”

The avoidunco of discrimination in tho zpplicction of such gquentitative:
trede restrictions as arc to romein during the transitional poriod is

¢ principlc defined in consideraoble deteil in the Proposwls for Expansion
of World Trude ond Fmployment.
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The two govermments have also reached agreement on the return
tc private channels of trade between France and the United States.l/

On the other hand, various measuresg/were discussed in the
ccurse of the negotiations with a view to promoting French exports to
the United States, inasmuch as

"the two govermments have agreed that important

benefits would acerue to both countries from a .
substantial expunsion of French exports to the

United Stutes."

Brief roference moy &lso be mede to two other agroomonts
reached by the two govermments. First, cach govermment is to license
frecly und without royslty to the nationcls of the other, under con-
ditions of rgciprocity, 8ll former Germun-owned patents which hzve come
irto the full possession of either govermmont (with certain qualifications);
ard scecond, thc Freach Goverment will asccord to Americen netionels who
heve suffered demage to their propertics in Frence, through ceuses origi-
neting in the wer, compensetion cqual to that puyeble to Fronch nationals
heving the some types snd cxtent of losses. Such equulity of treatmuent
is accorded to Fronch netionuls with reference to wor dameges to property
ir. the United States.

Finally, the two govermments have egreed to begin negotiations
¢ soon &s possiblc looking toward the conclusion of "& modern and com-
rchensive treaty of ostublishment, commcrce, end novigetion.”

'S e

1/ The Fronch Govermment his slroudy rostored to private channels a

T lerge pert of the import trede of Prence end its overscas torritories.
Tanporcrily, however, o pert of French imports will be handled by
tssocilations of privete traders until the difficultios of loeding,
shipmont, and trangport of c¢ssentiel supplies und thoir distribution
in Frence are overcoms. French Govermment procurcment in the United
Stutes will be limited te oguipmont for public corporctions end
agoncies. For the time being, goverment procurament will elso be
continued for a raestricboed list of items, such ¢s short-supply
foodstuffs, steel, lumbor, tires, and cortuin medicel supplics.

2/ Tho two govermments huve discussed "certein United Status laws and

T roguletions which, in tho opinion of tho French Govermmcnt, tend
to hemper unduly tho importuation of Fronch products into the Unitod
Stotes. Speeinl attention s boon given to trude nerk and copy-
right legisletion, the nusc of geographical nwros rolated to particu~
lar products, price control of imported goods, and valuation of
inportod zoods for tho asscssnent of customs duties. Tho verious
egoencices of the United Stetes Govermeont which aro concoerncd with
those motters hive egrocd to give cureful and synmpothetic consider-
ction to the views of tho French Govermaont and study the possibility
of eltoring their administrative proccdures or recormonding to
Congress the revision of existing legisletion.”
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On the whole, tho joint docluration on commoercial policy
rciterotes the gonercl principles formuluted in the Proposals issued
by the Department of State ot the close of the Anglo-Aioricen loan
negotictions. Likewise, the stipulction providing for conclusion of
agrcenents "for the substantial reduction of tariffs end other barriers
to tride @nd for the removel of discriminatory arrangancnts” prior to
the World Trade Conference rostates similer proposals in the Anglo-
Mnericen joint statemont. However, while the Anglo-Amorican loan
agreaacnt, cimed, in its commorcial policey implicutions, primurily at
olimineting exchange restrictions and ensuring convertibility of sterling
balences in gencral, the spocific provisions of the United Statcs-French
egroenent concern cssontislly an cluborution of o new French teriff
(end subscquent negotictions of roeciprocel turiff reductions), climi-
netion of the Froench peolicy of quentitutive troade reostrictions, and
provention of direet or indirovet export subsidies. These differonces
betwreon the two sots of agrocmonts reflect, of course, the differing
problens wnd policles that hud to be dealt with.

Conclusions

I. The production goals of th¢ Fronch oconomic program
appoer roasonsble in torms of Frence's cctusl wehicvoments in the
'thirtics and &«lso in terms of the long-term expansion of nutional
incone of the United Stutes and the United Kingcdom. However, the
attaiment of tho French economic objesetives will depond upon the
ebility and willingness of the French Govermoent und poople to devote
& lerge proportion of their current income to investment, ts maintain
end eccept the necessary controls over production, consunption, and
finencc, «nd to wchieve thc full coioperution of private vunugancnt and
lebhor. 1If it is successfully amplanented, the reconstruction progran
will ensble Frunce to> balanco both hoer lomestic oconomy cnd her intor-
netionel accounts,

II. The French are fully aw.re that the ré*equipmont and
nodernizetion of their ggricultural and industrial econony dopend
primerily on their own rosourcoes end enorgiocs, However, without the
impetus provided by the addition of imported resourcos, ths developrnent
of production in Frunce would procoed at too slow a rate; Frunce would
be uncblo for a long time to restore her cconomice balence; and shc would
not boe able to purticipate in the cormion efforts to liberete and oxpand
vorld trede. Henco the French, while resslutcly using thelr aveilablo
off'icicl und priwvi.te gold wnd assets ebroud, have beon anxiosus to obtain
credits from tho United States cnd othor countries.

IITI. The United Stutos hus extended te France fincneiel eaid
of a megnitude of 2 billion dollers. The egreement is pert of tho
broad program, inaugurwted by tho Anglo-Amcrican agreement, for reviving
international trade emong the threo largest exporting and importing
netions in the world. The JAmericon finencisl oid to Frunce is, thero-
fore, to be looked upon as an integrol pert of the intornationsl cconomie
policy of tho United Stutes.





