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SUBJECT: Arguments for a Timber Loan 

Mr. Rucinski passed to me for information Myrdal's recent 
letter to Mr. McCloy and copy of your cable to Geneva. I was very 
glad to learn that the timber loan has, apparently, a good change of 
becoming active and I look forward with interest to hearing the 
latest news from Mr. Hoar when he returns. In the meantime, I thought 
that it might be helpful to you, in such discussions as you may have on 
the matter with Mr. McCloy, to have a brief resume of· the main arguments 
in favor of the loan as now proposed. The leading arguments seem to me 
to be the following: 

l. The recovery of Western Europe is hampered by the existing, 
serious, timber shortage. In 1937, European timber importing countries 
imported about 4.6 million standards of sawn softwood. In 1947 imports 
were only 2.8 million standards; 1948 imports are estimated to be even 
lower~ from 2.5 to 2.7 million standards. 

At the recent meeting of the E.C.E. Timber Committee (July 1948) 
it was bstima.ted that for 1948 the gap between total European effective 
import demand, and visible export availabilities would amount to 5001000 
standards. For 1949, the gap between estimated effective demand and 
available export supplies is estimated at 1,0001000 standards, or at 
twice the amount of the deficit for 1948, a gap defined: as 'dangerous• 
by the Timber Committee. 

2. An equipment loan for the benefit of timber producing 
countries would yield immediate and l~rge returns. It is estimated that 
the value of the increase in timber ~roduction resulting from a loan of 
about $16,000,000 would be over $54,000,000 during the first year. as 
sho~m in the following table: 

Value of Estimated Increase in Production 
during First Year after Loan is Received l/ 

Countries Sawn Softwood Pit Pro'Ps 

Austria 9.6 1.2 
Czechoslovakia 9.6 o.o 
Poland .10.5 o.o 
Finland o.o o.o 
Greece 5.2 o.o 
Yugoslavia ~ 1.0 

52.4 2.2 

I 

_) 
l/, At current prices of $1?5. per standard of softwood 

and $12. per cubic meter of pit props. 
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Since a large and almost immediate quid pro g_uo in the form 
of timber shipments to the West would be obtained in return for exports 
of equipment from the United States, a timber loan to Eastern Eu.rope 
conforms to current U.S. policy for exports to Eastern European countries. 

3. According to the latest Geneva proposal, of the total loan 
of $16 million, only $8 million are to be lent in u.s. dollars, and the 
remainder in European currencies, thus reducing materially the amount to 
be lent in U.S. currency. 

4. According to the current proposal, timber importers would 
have to agree to set aside, out of their payments to timber exporters, 
enough dollars and other currencies to make possible repayment of the 
Bank's loan, thus reducing the risk "ii the Bank ( On the other hand the 
Bank would, of course, always run the risk involved in a failure of the 
exporting countries to fulfill their commitments to export sufficient 
additional quantities of timber) • 

.5. If a timber loan benefiting a number of Eastern European 
countries were made, the force of the criticism levied against the Bank 
in some g:ua,rters, i.e. that it has done nothing to assist its members 
in Eastern Europe, would be considerably lessened. 
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