




















the OEEC has adopted a series of commercial policy principles which
it has recommended to the partieipating nations. The prineiples, if
followed, are designed to assist the countries to achieve the necessary
trade balance.

It is hoped to move progressively towards the objectives of converti-
bility of eurrencies and maximum practicable freedom of trade. The
extent to which such progress will be possible depends upon the economie
and financial measures taken by the participating countries. The
Payments Plan in its present form leaves much to be desired as an
instrument in bringing about trade equilibrium in Western Europe and
a greater convertibility of currencies. The OEEC is continuing its
studies concerning the relationship of the present plan to these objec-
tives. However, the present plan represents a step towards these goals.
It serves the immediate needs of preventing a reversion to the type of
bilateralism in trade and payments among the participants which
existed immediately after the war and encourages a greater utilization
of European resources in the interest of recovery.

D. FUTURE TYPES OF OEEC ACTIVITIES.

In the past year, the OEEC has concentrated upon production and
distribution programs and on problems of intra-European payments.
It has been unable, because of the pressure of work, to devote sufficient
attention to problems of furthering the adoption of sound monetary
and budgetary policies by the participating countries. Control of
inflation should be a major subject for consideration by the organiza-
tion during its next year of operation. Work also needs to be done
looking toward the establishment of currency convertibility within the
participating-country area at the earliest possible date.

Work is already well under way in studying what has been termed
the very root of the problem of commereial disequilibrium, the prineciples
of commercial policy which must be adopted in order to permit the
establishment of a system of stable trade relations and to facilitate the
purchase of those commodities most necessary for recovery. The
elimination of obstacles to the free flow of trade will oceupy the atten-
tion of the OEEC to an increasing extent, especially as problems of
production are solved and the physical availability of commodities
increases.

As the OEEC shifts its attention from the problem of urgent com-
modity needs to the more fundamental aspects of recovery, it becomes
increasingly evident that effective action must be based upon a more
complete knowledge of the dynamie structures of the several European
economies. With the active support of the ECA, the OEEC hag been
turning its attention to an exploration of possible methods of evaluating
the current status and declared goals of participating countries in terms
of the sources and applieation of national revenue and savings. This
orientation toward national-accounts studies has been particularly evi-
dent in the emphasis upon the relationship between investment plans
and the levels of national income in examining the long-term programs.

Although faced with many serious deficiencies in the national statis-
tics available, the OEEC will endeavor to make the fullest possible use
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of the national accounts studies which are currently in progress in
certain of the participating countries and will encourage further work
along similar lines by other participants, both as an aid to the planning
of national policies and as the basis for judging national programs.
It is recognized, however, that adequate and comparable information
is not likely to be available for some time to come which provide any
meaningful comparisons between one country and another.

As the long-term programs for the recovery of the various countries
move from the planning and discussion stage into actual operation, the
OEEC will devote increasing attention to the development of a suitable
mechanism for comparing the results achieved with the standards of
recovery progress implicit in the goals defined by the programs. While
in the early stages the major emphasis has been upon the preparation
and revision of plans for future action, the coming years will call for
increasing emphasis upon reporting of action taken and measurement
of accomplishment, both as the basis for future actions and in order
to insure that programs are actually being carried out in accordance
with the announced intentions of the participating countries to the
best of their abilities.

Another field, which has thus far received inadequate attention, is
the development by each country of a compctent group of technicians
to work on product design, production techniques, and marketing
surveys. Some of this work might be coordinated by the OEEC.
Europe must live by its export of manufactures. It can only do this
if these manufactures can meet competition in world markets in prices,
quality, and design, and in packaging and sales technique. Above all,
costs must be reduced through efficient organization of production.

The effectiveness of any free system depends to a great extent upon
the confidence and support which people living under the system aceord
to its institutions and to the national government. Here the OEEC can
make an effective contribution in the future in helping each government
to encourage the participation of its citizens in the formulation of
national recovery policies and to acquaint them with the nature of the
problems involved in working toward European recovery. The common
objectives of both the United States and the participating countries
will be served through encouraging a fuller and clearer understanding
of the part which the United States is playing in European recovery
and its motives for so doing.
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