














The normal price check involves an analysis and review of contract
terms, prices, and quality. Comparison is made with similar transae-
tions to determine out-of-line prices, and prices are also considered in
reference to all available market-price information. In facilitating
the review relating to like transactions, a number of price comparison
gtudies of important commodities have been made.

Information concerning price levels of commodities traded on com-
modity exchanges is of little value unless interpreted while all the
kmown factors affecting the market are fresh in mind. The ECA
therefore requires private exporters of commodities traded on such
exchanges to submit copies of purchase orders for ECA-financed
transactions immediately upon their execution. ECA commodity
experts then make a finding on price in the light of all factors affecting
the current market. Such price-finding is subjected to further review
in the post-audit price review.

Spot checks are made by the ECA of the cost of commodities procured
for participating countries by United States Government agencies.
The prices of commodities procured by the Bureau of Federal Supply
and the Department of the Navy and Army have been determined by
competitive bids; bread grains and coarse grains, procured by the
Department of Agriculture, are priced at the cost of acquisition.

In addition to the various price studies undertaken in conneection
with the post-audit price reviews, the ECA has made continuing study
and re-examination of its over-all price policies. The Administrator
has appointed an advisory Price Policy Committee, composed of
individuals with considerable experience in business, economiecs, and
governmental price control operations, which subjects ECA price
policies to careful serutiny.

3. Procurement Policy and Elimination of Unnecessary Dollar Pay-
ments.

Closely related to the price review is the examination of procurement
policies and practices followed by the participating countries in making
ECA-financed purchases. The ECA, in its review of completed trans-
actions, makes a detailed examination of procurement policies, with
respect to such matters as proper detailing of specifications and quality
schedules, elimination of frills and unnecessary extras for export pack-
aging, proper scheduling of purchases, and the placing of orders with
low-priced sellers.

Similarly, the ECA carefully scrutinizes all transactions in light of
the policy of limiting ECA-financing, wherever practicable, to the
actual dollar acquisition cost, and to exclude from ECA-financing any
service rendered or value added to the commodity in the country of
destination. Examples of additional costs incurred in Europe which
have been excluded from the amount approved for ECA-financing are
the costs of assembling and reshipping automotive parts shipped to
Europe, the costs of blending and packaging lubricants shipped to
Europe in bulk, and various costs of distribution and servicing per-
formed in participating countries.
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The ECA has also adopted, in accordance with the common govern-
ment practice of acting as a self-insurer, the policy that ECA funds
shall not be used for the payment of marine insurance on shipments of
ECA-financed commodities. ECA funds which would otherwise be
required to pay insurance premiums are thus made available for
procurement of additional aid. The policy places no risk on the
supplier, who will continue to be paid upon delivery of the commodities
to shipside. The importer may insure in his local curreney or by use
of non-ECA dollars.

4. Quality and Weight Controls.

Quality and weight controls are an important factor in good price
administration. The interest of the importer can normally be relied
upon to insure that quality and weight specifications on purehase
contracts will be met by the seller. The ECA receives copies of cer-
tificates of quality and quantity furnished in accordance with normal
trade practices. In addition, the ECA makes spot-check examinations
of quality and weight commodity shipments as they arrive in Europe.
These reports are used in the post-audit of ECA transactions.

Experience has shown that, in the case of certain commodities, addi-
tional safeguards against the risk of ECA payment for off-quality and
short weights are required. In these cases, the ECA has imposed
additional quality and quantity checks. Quality controls were recently
imposed with respect to cotton, based on the finding that the quality
descriptions employed in ECA-financed purchases of eotton did not
always conform with the quality descriptions normally employed in
domestic cotton sales. These controls call for the sampling and classi-
fication of ECA-financed cotton by the Department of Agriculture. On
the basis of the results of such sampling, the ECA is able to determine
whether there are any deficiencies in the quality of the cotton shipped
and to check whether appropriate claims for refund were filed by the
buyer and proper settlement reached by the buyer and seller.

ECA regulations require that the amount of settlement of claims for
quality or quantity, or other failure by the seller to perform, shall be
reported and refunded to the ECA, thus avoiding the danger of estab-
lishing uncontrolled private dollar balances in favor of foreign
importers.

252



