























- 13 - Bernstein on the Dollar

‘The balance-of-payments impact comes from the sum of the’secénd
d columns above; the grants in the last column -— both thos > that
it transfers of offshore procurement and the unduplicated part Vi,
represents gifts of U.3.-produced military supplies -- involve no
transactions whatever, Bernstein gives a misleading ’mpr9351on }f
points to the increase in his total (the first column) from
illion in 1950 to $8,4 billion in 1958, Actually, the 1ncrease ]
~ that is relevant for the net balance of payments (sum of columns 2 a *37“
was only from $L.2 billion in 1950 or in 195k to 35.9 billion in 1958
(Inc1dentally, the increase in this sum after 1954 was associated in
- considerable part with the buildup of local currency sales of agrzcultural
pgodugti, as well as with the further growth in military ezpendltures
adroad,

In addition to this increase that affected the net balance of
payments, U.S. grant-financed mxlitary shipments from the United States
(part of column L) rose from a small figure in 1950 to $3.5 billion 1n
1953 and then fell to {1.5 billion in 1953. Cuttinz out the grant
financing of these military shipments from the United States would help
the U.S5. balance of payments only if the reaxplent countries would agree
to continue taking such shipments and to pay for them in cash., If they
were to shift to procurement in Europe, or were to pay us under long-
term credits, the balance of payments would not ce helped. o

Cutting out the other grants of military supnlies -- those
procured abroad for transfer to foreign governments -- can not help
the balance of payments at all, Any saving for the balance of payments
on these transactions would have to take place at the stage of procure-
ment, under the balance-of-payments head of "military expenditures."

Let us go back now to the item for ™military expenditures"
Europe. lost of this has been sgent in the industrial countries. Th
latest available country breakdown of U.S. military expenditures 1n‘
"Jestern Europe" that I know of relates to 1956, when the total for
the area was 31,676 million. Spain, Turkey, Greece, and Yugoslavia
accounted for only ;142 million of that figure. 'he major sums were
spent in France, Britain, Germany and Italy, with a total for these four
of 31,358 million, The total for all Western European countries other
than the four nonindustrial ones named above was 31,534 million, -
figures are net of Allied support paymenits received from uermany,}/w3 .

To save any such sum as $l.5 billion without significant 1@55 |
to the defense effort would require drastic revisions of present arrangeu
ments for international sharing of costs. Could foreign countries be,;

T/ Balance of Payments Statistical Supplement, 1958, p. 119. See
notes, p. 118. .
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‘Bernstein on the

?lltary expendltare in“western Europe in 1956 was a

 procurement of supplies and services to be transfe

vmership and use, Perhaps it is in this sector that t
rtunity for shifting the financial burden would lie,

I conclude that Bernstein's suggestion, which is clearly nct e

wan,unreasanablﬁ one on economic grounds, is probably much overstated
in magnitude., Action along the line he suggests would help the balance

~of payments, but it does not constitute anythink like a full solutlan -
for our problem, o

"~ 1/ Balance of Payments otatistical Supplement, 1958, p. 118. Tbtal :
"expenditures by troops, civilian personnel, post exchanges, etc.," fori
the world total (not broken down by areas) were $817 million in 1956, ‘

28 per cent of the world total of U.3. military expenditures in that
year, $2,910 million, "The data do not include expenditures in

) Deutschmarks received from the Federal Republic of Germany as Allied

’; support payment, or expenditures in yen received from the Goverrnment of; ,
Japan as contributions to the support of U.S. forces stationed there.“ f,_,






