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Dear Mr. l11cCloy: 

A few weeks ago I promised to let you have a short memorandum containing 

my vimvs on the problems and prospects of European recovery. In settling dovm to 

prepare the memorandum I realized that to give you my conclusions alone ,;fi thout 

stating the considerations on which I based them ,rould be of limited usefulness. 

So I decided to expand the memorandum and include an analysis of the present Euro 

pean situation. Miss R. Zafiriou, my former assistant, who is now an economist 

in the International Monetary Fund, has worked closely with me and has also pro 

vided the data needed for the analysis. 

I hope that the memorandum will be of some help to you in the appraisal 

of the European problem and I am sure that even if you do not accept all of my conclu 

sions you will find it useful to have a statement of the issues involved. 

I am a strong believer in the value of forecasting because experience has 

taught me that unless one acts on the basis of some assessment of the probable trend 
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of events one is almost certain to make the wrong decisions. I particularly deplore 
/ 

the tendency which has been noticeable since the end of the war to expect that things 

will somehow turn out right and be content, even when faced with unpleasant facts, 

with hoping that "the worst predictions will not be realized". I think that one of 

the consequences of this attitude has been that the world has been confronted with a 

series of sudden crises which could have been foreseen and prevented if adequate 

measures had been taken in time. 

We have attempted in this memorandum to make such a forecast of the pros 

pects of European Recovery on the basis of an objective interpretation of present 

trends. I know that such forecasts have only a limited value because there are 

many unpredictable elements in the Jpicture but if reviewed in the light of actual 

experience they are a better foundation for action than an easy optimism. 

K. Varvaressos 


