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EXPORT DEVELOPMENT CREDIT FUND

THURSDAY, SEPTEMBER 6, 1978

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice at 10 a.m., in room 2221

Dirksen Senate Office Building, Senator Russell B. Long chairmani
presiding.

Present: Senators Long, Hartke, Fulbright, Ribicoff Byrd, Jr., of
Virginia Mondale, Gravel, Curtis, Packwood, and Roth, Jr.

The dHAIRMAN. This hearing will come to order.
Other members will be here, I assure the witnesses, as the hearing

goes along.
We are concerned today with section 16 of the proposed foreign

aid bill reported by the Foreign Relations Committee. This section
provides for the establishment of a new U.S. Export Development
Credit Fund, financed by borrowings of the U.S. Treasury. The
proposed fund would offer financing for U.S. exports to the lowest
income countries, that is, those with per capital income of $375 a
year or less. The loans will be provided on concessional terms with
interest rates of not less than 3 percent per year, repayment within
30 years and a grace period on principal of not more than 5 years.
The fund will be authorized to make loans of up to $3 billion during
3Y2 years between July 1, 1974 and December 31, 1977.

The interest subsidy on the loans, equal to the difference between
the effective cost of borrowing and the concessional interest rate
charged, would be financed by repayment made on past foreign assist-
ance loans.

This proposal comes at a time when domestic interest rates are soar-
ing. The prime rate is now 94 percent, the highest in this Nation's
history, and there is no end in sight. Americans who have to borrow
to pay medical bills education loans, or for home mortgages are being
squeezed unmercifully by inflation and ridiculously high interest rates.

The first major issue with respect to this proposal is: Is a $3 billion
foreign aid fund needed? Is it a priority item at the time of raging
inflation and soaring interest rates? If the answer to the first question
is yes, then we must determine how such a fund can best be admin-
istered, what credit terms should be applied and so forth.

[The bill S. 2335, and the Committee press release announcing these
hearings follows. Oral testimony commences on page 35.1
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PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCEAugust 9, 1973 UNITED STATES SENATE2227 Dirkeen Senate Office Bldg.

RUSSELL B, LONG, CHAIRMAN, COMMITTEE ON FINANCE ANNOUNCES
COMMITTEE WILL HOLD A HEARING ON THE OROPFSED UNITED STATES
EXPORT DEVELOPMENT CREDIT FUND ON SEPTEMBER 6,0 L73

'*-he Honorable Russell B. Long, (D., La.), Chairman* Committee
on Finance stated that the foreign aid authorizations bill has been referred
to the Committee on Finance for its consideration of section 16. The Chair-
man announced that the Committee will hold a hearing on this section of the
bill on September 6. The hearings would focus on the ramifications of the
proposed United States Export Development Credit Fund -. a "soft" export
loan program, financed by public borrowings of the Treasury Department,

SummaryL of Proposed U. S, Export development Fund

The proposed Zxnort development Credit Fund would offer financing
for U.S. exports to the lowest income countries on concessional terms -
interest rates of not less than three percent per year, repayment within
30 years, and a grace period of not more than five years on repayment of
principal,

The Fund would be authorized to make loans of up to $3 billion from
the effective date of the new program (July 1, 1974) until December 31,
1977.

The interest subsidy on the loans .- the difference between the
effective cost of borrowing and the concessional interest rate charged -.
would be financed by repayments received by the US. government on 'ast
foreign assistance loans.

questions for Coimittee Consideration

The Committee's inquiry will explore such questions ass

who will run the program?

what credit standards will be applied?

-- what nations and goods will be eligible for financing?

what effect would the fund have on the budget and manage-
ment of the public debt?

how would the fund be coordinated with AID and Export.
Import Bank financing?
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what is the import absorption capacity of develop-
ing countries with per capita incomes of $375 a year
or less?

what has been the level and composition of U.S. ex-
ports to these countries?

what is the level of private and public debt out-
standing for these countries, who are the principal

obligors, and what has been the history of debt re-

scheduling?

what are the export credit terms of other developed
countries to the poorest of the developing countries?

what Is the current and anticipated cost of borrow-
ing by the Federal government?

what is the average interest rate that an American
citizen must pay for a home mortgage, an automobile
loan or an emergency loan for'nedical reasons?

Those who wish to testify should submit a request to Tom Vail,
Chief Counsel, Comittee on Finance, 227 Dirksen Senate Office Build.
ing, by August 24. Because of time pressures, the Committee will not
be able to schedule all the witnesses it would have liked to hear from,
but will be happy to receive written statements for the record.

The Legislative Reorganization Act of 1946 requires that all
witnesses appearing before the Committees of Congress file in advance
written statements of their proposed testimony, and limit their oral pre-
sentations to brief sum.mnaries of their argument.

All witnesses who are scheduled to testify must comply with the
following rules:

1. All statements must be filed one day in advance of the day on which
the witness is to appear.

2. All witnesses must include with their written statement a summary
of the ,rlncial points Includecl In the statement.

3., The written state,-nents must be typed on letter-size !,aper (not
legal size) and at least 100 copies must be submitted.

4. Witnesses are not to read their written statements to the Com-
.mittee, but are to confine their ten-minute oral presentations to
a summary of the points included in the statement.



Written_ Statements. !'itnesses who are not scheduled for
oral presentation, and others who desire to present a statement to the
Committee, are urged to prepare a written position of their views for
submission and inclusion in the printed record of the hearings. Five
copies of these written statements should be submitted to Tom Vail,
Chief Counsel, Committee on Finance, Room 2227, Dirksen Senate Office
Building not later than Friday, August 31, 1973.

The hearing will be held in Room 2221, Dirksen Senate Office
Building at 10:00 A. Mi., Thursday, September 6, 1973.



6) CONoitEss1S. 2335
[Report No. 93-377)

IN THE SENATE OF T1[E UNITED STATES

AvofsT 2. 1973
Mr. 11timpzm.y, from the Comnmittee on Foreign Relations, repot-d the fol.

lowing hill; which wts enad t wiep and referred to the Comnlittee on Finance
for consideration of section 10, under order of July 27, 1973, to be reported
back not later than Seltemlber 1,, 1973

A BILL
To amend the Foreign Assistance Act of 1961, and for other

purposes.

1 Be it enacted by the Senate and louse of Repre8enta.

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Foreign Assistance Aot

4 of 1973".

5 POLICY; DEVELOPMENT ASSISTANCE AUTHORIZATIONS

6 SEC. 2. Chapter 1 of part I of the Foreign Assistance

7 Act of 1961 is amended as follows:

8 (1) In the chapter heading, immediately after "CHAP-

9 TEr 1-POLICY" insert "; DEVELOPMENT ASSISTANCE

10 AUTIORIZATIONS".

II



1 (2) In section 102, relating to statement of poUey--

2 (A) insert "(a)" immediately after STATEMONT

- oe PoiicY.-"; and

4 (B) add at the end thereof the following:

5 "(b) The Couigress further finds and declares that, with

6 the help of United States economic assistance, progress has

7 been made in creating a base for the economic progress of the

8 less developed countries. At the sa l time, the conditions

9 which shaped the United States foreign assistance program in

1 the past. have (hanged. While the United States must con-

tinue to seek increased cooperation and mutually beneficial

12 relations with other nations, our relations with the less devel-

1:. oped countries miust be revised to reflect the new realities, In

14 restructuring our relat ioihips with these countries, the Pros-

15 ident should place appropriate emphasis on the following

1i criteria:

17 "(1) Bilateral developicut aid should concentrate

18 increasingly on sharing American technical expertise, farm

19 commodities, and industrial goods to meet critical develop-

20 meant problems, and less on large-scale capital transfers,

21 which when made should be in association with contributions

22 from other industrialized countries working together in a

2:3 multilateral framework.

24 "(2) United States assistance should concentrate hi



a

I particular on the development of employmllent-intensivo teeh-

2 nologies suitable to the less developed countries.

3 ''(3) Future U united States bilateral support for develop-

4 meant should focus on critical problems in those functional

5 sectors which affect the lives of the majority of the people in

6 tIhe developing countlies food irodue'tio; ru',li developnwnt

7 a(li mrition; pohllltiIn ldiiig (ld eltII amid educe-

8 tion, pnbli, mduiinist rat ijl, mid lumian resource development.

9 " (4) United States coolermlion in development shoul

10 be carried out to the lmximium ext ewIt l issihide through the

11 private sector, imluding tihse public svrvicU ersi t iitutions

12 which already have ties in tile developing areus, such as edu-

13 national institutions, cooperatives, credit unims, and volun-

14 tary agencies.

15 "' (5) developmentt planning imiust be the responsibility

16 of each sovereign country. United Stales assistance should

17 be administered in a collaborative stle to support the devel-

18 opment goals chosen by each country receiving assistance.

19 "() United State,; bilateral developnlent assistance

20 should give the highest priority to undertakings submitted by

21 host governments which directly improve the lives of the

22 poorest of their people and their capacity to participate in

23 the development of their countries,

24 "(7) Under the policy guidance of the Secretary of



1 State, the agency primarily responsible for administering

2 this part shall have the responsibility for coordinating all

3 United States development-related activities, The head of

4 that agency should advise the President on all United States

5 actions affecting the development of the less-developed coun-

" tries, and should keep tie Congress informed on the major

7 aspects of United States interests in the progress of those

8 countries."

19 (3) At the end thereof, add the following new sections:

10 "Sic. 103. FOOD AND NTUTRTION.-Il order to allevi-

I ate starvation, hunger, aid nialnutrition, and to provide basic

12 services to poor people, enhancing their capacity for self-

141 help, the President is authorized to furnish assistance, on such

14 terms and conditions as he may determine, for agriculture,

15 rural development, and nutrition. There are authorized to be

16 appropriated to the President for the purposes of this see-

17 tion, in addition to funds otherwise available for-such pur-

18 poses, $282,000,000 for each of the fiscal years 1974 and

19 1975, which amounts are authorized to remain available until

20 expended.

21 "SEc. 104. POPULATION PLANNING AND HEALTH.-

22 In order to increase the opportunities and motivation for

23 family planning, to reduce the rate of population growth, to

24 prevent and combat disease, and to help provide health serv-

25 ices for the great majority, the President is authorized to fur-
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1 nish assistance on such terms and conditions as he may

2 determine, for population planning and health. There are

3 authorized to be appropriated to the President for the pur-

4 poses of this section, in addition to the funds otherwise

5 available for such purposes, $141,000,000 for each of the
6 fiscal years 1974 and 1975, which amoiiuts are authnrized

7 to remain available until expended.

8 "SKc. 105. EDUCATON' AND 11r'MAN RISOURPCE8 I)R-

9 VELOPMENT,-In order to reduce illiteracy, to extend basic

10 education and to increase manpower training in skills related

ii to development, the President is authorized to furnish assist-
12 ance on such terms and conditions as he may determine, for

1.3 education, public administration, and huntan re.iource devel-

14 opment. There are authorized to he appropriated to the-Presi-

15 dent for the purpose of this section, iii addition to funds

16 otherwise available for such purposes, $94,000,000 for each

17 of the flaL-,eas 1974 and 1975, which amounts are au-

18 thorized to remain available until expended.

19 "SMto. 106. SELECTED DEVELOPMENT PROBLMS,-The

20 President is authorized to furnish assistance on such terms

21 and conditions as lie may determine, to help solve economic

22 and social development problems in fields such as transport&-

23 tion, power, industry, urban development, and export do.

24 velopment. There are authorized to be appropriated to the

25 President for the purposes of this section, in addition to funds
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1 otherwise available for such purposes, $47,000,000 for each

2 of 1e fiscal years 1974 aid 1975, which amounts are author-

:1 ized to remain a vailabh 1nt1i expC'd.

4 -SEt. 11l7. SELr:'TlEt) ('(lN'TIElS AND ORrOANIA-

5 'IiINs.--Ihv n''.idt, is amthoriized Io furnish assistance on

1 swil I,.lI, ani c'.nilitions as lie may determine, in support of

7 li v'' ',,nt v o, f rev'ilpient eminf rics r for develop-
S Illclit prl'1',11ll1" 4',011(hicted by ]pri',.,ile or international organi-

!9 zavit l-. Thri l i-v 111111cie til l i, t) lit, 1111proprtilll/'d to thle ])l'esil
-

11) dlvI fior ihel lirp)csi of this sc('ti(ol, ini iidditioII to funds

11 ta ht'rwie am'ih lil, i6 siih piarpot-, $2M.0(110,00) for each

12 of tli, Iidl yar. 19174 and 117.5, wbiehi imoiiints are all-

I tlii'ized Io I'vlmill a vailablh Ulnlil iexpewnded.

14 "S1:o'. i8t. .\I'I'I(Ii Tli)N il. xTlrI N4 PRUOVISIONS.-

1,5 kAsktcne mikdt.lrii; impler shtahll he furnished in accord-

.1 ; a itc vitl tc ivi.i,-l. ' of titllc 1. I . VI 4W X (if (,hlpler

17 2 if thki, part, ild n thing in thi- t'haimter shall he construed

18 1to Ilmake ihilplial'ale it' rest rictolns, criteria, aitthoritiu8, or

1 9 wo wh p r l v k\ i o w :ll' o f I i , o r 1ll1Y (11tl le r ,A c t ill aI( ('o rd ille '( w ith

20 whith' aq.anet' filrl -hniid aiilder Ihi, hllalper would other-.

9,1 wise ha1ve I.en provided.

2 2 " 8 1.:(. 10 9 . ITH A NN I "I.E I O V l ,'','l)s .- N 't w\ it h s;It ind i nig

2:1 section )108 (Of Ihis A 1, wheit'ieve'r he Pt resident d(CetililCes it

2.4 ti he nIe('veslir for thie l)mrlmse4 of this ehaplter, not to exceed

25 1 . j.er ('(,iIthia if dhw funds intide available for lly )rovisionI
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of this chapter may be transferred to, and consolidated with,

the funds made available for any other provision of this

chapter, and may be used for any of the purposes for which

such funds may be used, except that the total in the provision

for the benefit of which the transfer is made shall not be in-

creased by more than 25 per centum of the amount of funds

made available for.such provision. The provisions of sections

610(a) and (314(a) of this Act shall not apply to this

chapter.

"SEC. 1 10. STIARIN 0 OF COST.-NO assistance shall be

furnished by the United States Government to a country

under sections 103-107 of thi., Act intil the country Pro-

vides assurances to the President, and the President is satis-

fied, that such country will provide at least 25 per centum

of the costs in any fiscal 'ear of the entire program, project,

or activity with respect to which such assistance is to be

furnished, except that such costs borne by such country may

l)e provided on an "in-kind" basis.

"Swc. 111. Us, OF RECePTS.-Not more than one-

third of the receipts made available under section 203 of

this Act may be used for purposes of any one of sections

103-107 of this Act in any fiscal year.

"SEC. 112. LTMTTATION ON (IANTS.-Not more than

50 per centum of the aggregate of the funds appropriated
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8

I each year tinder sections 103-107 of this Act shall be used

2 for making grants.

3 "SEC. 113. DEVELOPMENT AND USE OF COOPERA-

4 TrvEs.-In order to strengthen the participation of the urban

5 and rural poor in their country's development, not less than

6 $20,000,000 of the funds made available for the purposes

7 of this chapter shall be available during the fiscal years

8 1974 and 1975 only for assistance in the development of co-

9 operatives in the less developed countries which will enable

10 and encourage greater numbers of the poor to help them-

11 selves toward a better life.

12 "SEC. 114. MULTILATERAL APIPROAC[IES TO DEVEL-

1:1 OPMIENT.-Greater efforts should be made to promote and

14 support sound multilateral apl)roaches to the development of

15 foreign countries. Therefore, the Secretary of State shall

16 undertake coisiltations with multilateral organizations (in-

17 eluding the United Nations) for the purpose of determining

18 (1) how soon and which such multilateral -rganizations

19 would be able to administer foreign assistance funds trans-

20 ferred to them by the United States Government for pro-

21 grams, projects, and activities for the development of for-

22 eign countries, (2) the kinds of such programs, projects,

23 and activities which those organizations are able and will be

24 able to administer, (3) likely methods for the administration

25 of those programs, projects, and activities, and (4) the ex-
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9

1 pectation of increased contributions by other countries to

2 such organizations for those programs, projects, an- aetivi-

3 ties. Not later than six months after the date of enactment

4 of this section, the Secretary shall make a report to the Pres-

5 ident and the Congress with respect to his consultations, in-

6 eluding such recommendations as the Secretary considers

7 appropriate.

8 "SEC. 115. PROHIBITING POLICE, TRAININ.-No part

9 of any appropriation made available to carry out this or any

10 other provision of law shall be used to conduct any police

11 training or related program for a foreign country."

12 DEVELOPMENT LOAN PUND

13 SEC. 3. Section 203 of the Foreign Assistance Act of

14 1961 is amended by striking out "for the fiscal year-1970,

15 for the fiscal year 1971, for the fiscal-year 1972, and for the

16 fiscal year 1973 for use for the purposes of this title, for loans

17 under title VI, and for the purposes of section 232" and in-

18 serting in lieu thereof "for the fiscal years 1974 and 1975 for

19 use for the purposes of making loans under chapter 1 of this

20 part and for the purposes specified under part V of this Act".

21 AMERICAN SCHOOLS AND HOSPITALS ABROAD

22 Sno. 4. Section 214 of the Foreign Assistance Act of

23 1961 is amended by striking out subsections (c) and (d)

24 and inserting in lieu thereof the following:

20-954 0 - 73 - 2
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1 "(c) To carry out the purposes of this section there are

2 authorized to be appropriated to the President for the fiscal

3 year 1974, $19,000,000, which amount is authorized to

4 remain available until expended.

5 "(d) There are authorized to be appropriated to the

6 President to carry out the purposes of this section, in addi-

7 tion to funds otherwise available for such purposes, for fiscal

8 year 1974, $6,500,000 in foreign currencies which the Se-

9 rotary of the Treasury determines to be excess to the normal

10 requirements of the United States.

11 "(e) On or before the termination of thirty days after

12 the convening of the second regular session of the Ninety-

13 third Congress, the Secretary of State shall submit to the Con-

14 gress, for consideration in connection with Department of

15 State authorization legislation, such recommendations as he

16 considers desirable for assistance to schools, libraries, and hos-

17 pital centers for medical education and research, outside the

18 United States, founded or sponsored by United States citi-

19 zens and serving as study and demonstration centers for ideas

20 and practices of the United States."

21 HOUSING GUARANTIES

22 SEc. 5. Title III of chapter.2 of part I of the Foreign

23 Assistance Act of 1961 is amended as follows:

24 (1) In section 221, relating to worldwide housing guar-
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1 antees, strike out "$205,000,000" and insert in lieu thereof

2 "$349,900,000".

3 (2) In section 223 (i), relating to general provisions,

\4 strike out "June 30, 1974" and insert in lieu thereof "June

5 30, 1975".

6 ALLIANCE FOR PROGRESS

7 SFc. 6. Section 252 (b) of the Foreign Assistance Act

8 of 1961, relating to authorization, is amended to read as

9 follows:

10 "(b) There are authorized to be appropriated to the

11 President for each of the fiscal years 1974 and 1975,

12 $900,000 for grants to the National Association of the

13 Partners of the Alliance, Inc."

14 PROGRAMS RELATING TO POPULATION GROWTH

15 SEC. 7. Section 292 of the Foreign Assistance Act of

16 1961, relating to authorization, is amended by striking out

17 "1972 and 1973" and inserting in lieu thereof "1974 and

18 1975".

19 INTERNATIONAL ORGANIZATIONS AND PROGRAMS

20 SEC. 8. Section 302 of the Foreign Assistance Act of

21 - 1961, relating to authorization, is amended as follows:

22 (1) In subsection (a), relating to authorization, strike

23 out "for the-fiscal year 1972, $138,000,000 and for the fiscal
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1 year 1973, $138,000,000" and insert in lieu thereof "for

2 each of the fiscal years 1974 and 1975, $120,000,000".

3 (2) In subsection (b) (2), relating to Indus Basin de-

4 velopment grants, strike out "for use in the fiscal year' 1972,

5 $15,000,000, and for use in the fiscal year 1973, $15,-

6 000,000" and insert in lieu thereof "for use in each of the

7 fiscal years 1974 and 1975, $14,000,000".

8 CONTINGENCY FUND

9 SEC. 9. Section 451 (a) of the Foreign Assistance Act

10 of 1961 is amended by striking out "for the fiscal year 1972

11 not to exceed $30,000,000, and for the fiscal year 1973 not

12 to exceed $30,000,000" and insert in lieu thereof "for each

13 of the fiscal years 1974 and 1975, not to exceed

14 $23,500,000".

15 INTERNATIONAL NARCOTICS CONTROL

16 SEC. 10. Section 482 of the Foreign Assistance Act of

17 1961, relating to authorization, is amended by striking out

18 "$42,500,000 for the fiscal year 1973, which amount is"

19 and inserting in lieu thereof "$40,000,000 for the fiscal year

20 1974, and $30,500,000 for the fiscal year 1975, whioh

21 amounts are".

22 PROHIBITIONS AGAINST FURNISHING ASSISTANOB

23 SEC. 11. The first full paragraph of section 620 (e) (1)

24 of the Foreign Assistance Act of 1961 is amended by strik-

25 ing out "no other provision of this Act shall be construed to
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1 authorize the President to waive the provisions of this sub-

2 section." and inserting in lieu thereof "the provisions of this

3 subsection shall not be waived with respect to any country

4 unless -the President determines and certifies that such a

5- waiver is important to the national interests of the United

6 States. Such certification shall be reported immediately to

7 Congress."

8 EMPLOYMENT OF PERSONNEL

9 SEC. 12. Section 625 of the Foreign Assistance Act of

10 1961 is amended by adding at the end thereof the following

11 new subsection:

12 "(k) (1) In accordance with such regulations as the

13 President may prescribe, the following categories of per-

14 sonnel who serve in the agency primarily responsible for

15 administering part I of this Act shall become participants

16 in the Foreign Service Retirement and Disability System:

17 "(A) persons serving under unlimited appointments

18 in employment subject to subsection (d) (2) of this

19 section as Foreign Service Reserve officers and as For-

20 eign Service staff officers and employees; and

21 "(B) a person serving in a position to which he

22 was appointed by the President, whether with or with-

23 out the advice and consent of the Senate, if (i) such

24 person shall have served previously under an unlimited

25 appointment pursuant to such subsection (d) (2) or a
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I comparable provision of predecessor legislation to this

2 Act, and (ii) following service specified in clause (i)

.3 of this subparagraph, such person shall have served con-

4 tinuously with such agency or its predecessor agencies

5 only in positions established under the authority of see-

6 tions 624 (a) and 631 (b) or comparable provisions

7 of predecessor legislation to this.Act.

8 "(2) Upon becoming a participant in the Foreign Serv-

9 ice Retirement and Disability System, any such officer or

10 employee shall make a special contribution to the Foreign

11 Service Retirement and Disability Fund in accordance with

12 the provisions of section 852 of the Foreign Service Act of

13 1946, as amended. Thereafter, compulsory contributions will

14 be made with respect to eacl-such participating officer or

15 employee in accordance with the provisions of section 811 of'

1s the Foreign Service Act, of 1946, as amended.

17 "(3) The provisions of section 636 and title VIII of

18 the Foreign Service Act of 1946, as amended, shall apply to

19 participation in the Foreign Service Retirement and Disabil-

20 ity System by any such officer or employee.

21 "(4) If an officer who becomes a participant in the

22 Foreign Service Retirement and Disability System under

23 paragraph (1) of this subsection is appointed by the Presi-

24 dent, by and with the advice and consent of the Senate, or by

25 the President alone, to a position in any agency of the United
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I States Government, any United States delegation or mission

2 to any international organization, in any international corn-

3 mission, or in any international body, such officer shall not,

4 by virtue of the acceptance of such an appointment, lose his

5 status as a participant in the system.

6 "(5) Any such officer or employee who becomes a par-

7 ticipant in \the Foreign Service Retirement and Disability

8 System under paragraph (1) of this subsection shall be

9 mandatorily retired (A) at the end of the month in which

10 he reaches age seventy, or (B) earlier if, during the third

11 year after the effective date of this subsection, he attains age

12 sixty-four or if he is over age sixty-four; during the fourth

13 year at age sixty-three; during the fifth year at age sixty-

14 two; during the sixth year at age sixty-one; and thereafter

15 at the end of the month in which he reaches age sixty. How-

16 ever, no participant shall be mandatorily retired under this

17 paragraph while serving in a position to which appointed

18 by the President, by and with the advice and consent of the

19 Senate. Any participant who completes a period of authorized

20 service after reaching the mandatory retirement age speci-

21 fled in this paragraph shall be retired at the end of the month

22 in which such service is completed.

23 "(6) Whenever the President deems it to be in the

24 public interest, he may extend any participant's service for a
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1 period not to exceed five years after the mandatory retire-

2 ment date of such officer or employee.

3 "(7) This subsection shall become effective on the first

4 day of the first month which begins more than one year after

5 the date of its enactment, except that any officer or employee

6 who, before such effective date, meets the requirements for

7 participation in the Foreign Service Retirement and Disa-

8 bility System under paragraph (1) of this subsection may

9 elect to become a participant before the effective date of this

10 subsection. Such officer or employee shall become a partici-

11 pant on the first day of the second month following the date

12 of his application for earlier participation. Any officer or

13 employee who becomes a participant in the system under

14 the provisions of paragraph (1) of this subsection, who is

15 age fifty-seven or over on the effective date of this sub-

16 section may retire voluntarily at any time before manda-

17 tory retirement under paragraph (5) of this subsection and

18 receive retirement benefits under section 821 of the Foreign

19 Service Act of 1946, as amended.

20 "(8) Any officer or employee who is separated for

21 cause while a participant in the Foreign Service Retirement'

22 and Disability System pursuant to this subsection, shall be

23 entitled to benefits in accordance with section 637 (b)

24 and (d) of the Foreign Service Act of 1946, as amended.

25 The provisions of subsection (e) of this section shall apply



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

to participants in lieu of the provisions of sections 633 and

634 of the Foreign Service Act of 1946, u amended."

ADMINISTRATIVE EXPENSES

SEC. 13. Section 637 (a) of the Foreign Assistance Act

of 1961, relating to authorizations, is amended by striking out

"for the fiscal year 1972, $50,000,000 and for the fiscal

year 1973, $50,000,000" and inserting in lieu thereof "for

each of the fiscal years 1974 and 1975, $49,000,000".

PEACE CORPS ASSISTANCE

SEC. 14. Section 638 of the Foreign Assistance Act of

1961 is amended-

(1) by strikingout "Peace Corps Assistance" and

inserting in lieu thereof "Exclusions"; and

(2) by inserting immediately after the last semi-

colon thereof the following: "part V of this Act;".

COORDINATION

SEC. 15. Chapter 2 of part III of the Foreign Assistance

Act of 1961 is amended by adding at the end thereof the

following new section:

"SEC. 640B. COORDINATION.- (a) The President shall

establish a system for coordination of United States policies

and programs which affect United States interests in the

development of low-income countries. To that end, the Presi-

dent shall establish a Development Coordination Committee

which shall advise him and the Congress with respect to
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I coordination of United States policies and programs affecting

2 the development of the developing countries, including pro-

3 grams of bilateral and multilateral development assistance.

4 The Committee shall include the head of the agency pri-

5 marily responsible for administering part I of this Act,

6 who shall be the Chairman; the Under Secretary for Eco-

7 nomic Affairs, Department of State; the Assistant Secretary

8 for International Organization Affairs, Department of State;

9 the Assistant Secretary for Inernational Affairs, Department

10 of the Treasury; the Assistant Secretary for International

11 Affairs and Commodity Programs, Department of Agricul-

12 ture; the Assistant Secretary for Domestic and International

13 Business, Department of Commerce; the President, Export-

14 Import Bank of the United States; the President, Overseas

15 Private Investment Corporation; the Special Representative

16 for Trade Negotiations, Executive Office of the President;

17 and the Executive Director, Council on International Eco-

18 nomic Policy.

19 "(b) The President shall prescribe appropriate proce-

20 dures to assure coordination among representatives of the

21 United States Government in each country, under the direc-

22 tion of the Chief of the United States Diplomatic Mission,

23 and the President shall -keep the Congress advised of his

24 actions under this subsection.

25 "(c) Programs authorized by this Act shall be under-
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taken with the foreign policy guidance of the Secretary of

State.

"(d) The Chairman of the Development Coordination

Committee shall report annually to the President and the

Congress, and at such other times as requested by the Con-

gress or any appropriate committee thereof, on United States

actions affecting the development of the low-income

countries."

UNITED STATES EXPORT DEVELOPMENT CREDIT FUND

S,c. 16. (a) The Foreign Assistance Act of 1961 is

amended by adding at the end thereof the following new

part:

"PART V

"Src. 801. GENERAI, AUTHIORITY.- (a) III tile in-

terest of increasing Jnited States exports to the lowest

income countries, thereby contributing to high levels of em-

ployment and incomein the United States and to the estab-

lishment and maintenance of long range, growing export

markets, while proihioting development of such countries,

the President shall establish a fund, to be known as the

'United States Export Development Credit Fund', to be

used by the President to carry out the authority contained

in this 1art.

"(b) The President is authorized to provide extensions

of credit and to refinance United States export credits, for
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I the purpose of facilitating the sale of United States goods

2 and services to the lowest income countries which advance

3 their development. The authority contained in this part shall

4 be used to extend credit in connection with the sale of goods

5 and services which are of developmental character, with due

6 regard for the objectives stated in section 102 (b) of this

7 Act.

8 "(c) Any extension of credit made under this part

9 shall-

10 "(1) not be for a period exceeding thirty years

11 from the date such credit is extended;

12 "(2) require that annual repayments of principal

13 on extensions of credit commence not later than the first

14 day of the sixth year after the credit is extended; and

15 "(3) provide for a rate of interest of not less than 3

16 per centum per annum payable annually during the

17 entire period such credit is extended. --

18 "(d) The receipts and disbursements of the Fund in the

19 discharge of its functions shall be treated for purposes of the

20 budget of the United States Government in the same fashion

21 as the receipts and disbursements of the Export-Import Bank

22 of the United States under section 2 (a) (2) of the Export-

23 Import Bank Act of 1945, as amended.

24 "SEe. 802. FINANCrNO.- (a) As may hereafter be pro-

25 vided in annual appropriation Acts, the President is au-
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1 thorized to borrow from whatever source he deems appropri-

2 ate, during the period from the effective date of this part

3 through December 31, 1977, and to issue and sell such obll-

4 gations as he determines necessary to carry out the purposes

5 of this part. However, the aggregate amount of such obliga-

6 tions outstanding at any one time shall not exceed 15 per

7 centwn of the amount specified in section 7 of the Export-Im-

8 port Bank Act of 1945, as amended, in effect on July 1,

9 1973. The dates of issuance, the maximum rates of interest,

10 and other terms and conditions of the obligations issued under

11 this subsection will be determined by the Secretary of the

12 Treasury with the approval of the President. Obligations

13 issued under the authority of this section shall be obligations

14 of the Government of the United States of America, and the

15 full faith and credit of the United States of America is hereby

16 pledged to the fill payment of principal and interest thereon.

17 For the purpose of any purchase of the obligations issued

18 under this part, the Secretary of the Treasury is authorized to

19 use as public debt transaction the proceeds from the sale of

20 of any securities issued under the Second Liberty Bond Act,

21 as now or hereafter in force, and purposes for which securities

22 may be issued under the Second Liberty Bond Act, as now or

23 hereafter in force, are extended to include any purchases of

24 the obligations issued under this part. The Secretary of the

25 Treasury may, at any time, sell any of the obligations ao-
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1 quired by him under this section. All redemptions, purchases,

2 and sales by the Secretary of such obligations shall be treated

3 as public debt transactions of the United States.

4 "(b) Except as otherwise provided in section 806, the

5 amounts borrowed under subsection (a) of this section shall

6 be paid into the Fund and used to carry out the purposes of

7 this part. Any difference between the interest to be repaid

8 on export credits made under this part and the interest paid

9 by the Fund on obligations incurred under subsection (a)

10 of this section shall be paid into the Fund out of receipts

11 specified in section 203 of this Act.

12 "(c) Receipts from loans made pursuant to this part

13 are authorized to be made available for the purposes of this

14 part. Such receipts and other funds made available for the

15 purposes of this part shall remain available until expended.

16 "SEc. 803. LENDING CEILING AND TERiINATION,-

17 (a) The United States Export Development Credit Fund

18 shall not have -outstanding at any one time loans in an ag-

19 gregate amount in excess of 15 per centum of the amount

20 specified in section 7 of the Export-Import Bank Act of

21 1945, as amended, in effect on July 1, 1978.

22 "(b) The Fund shall continue to exercise its functions

23 in connection with and in furtherance of its objectives and

24 purposes until the close of business on December 31, 1977,

but the provisions of this section shall not be construed as
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1 preventing the Fund from acquiring obligations prior to such

2 date which mature subsequent to such date or from assuming

3 prior to such date liability as acceptor of obligations which

4 mature subsequent to such date or from issuing either prior or

5 subsequent to such date, for purchase-by the Secretary of the

6 Treasury or any other purchasers, its obligations which

7 mature subsequent to such date or from continuing as an

8 agency of the United States and exercising any of its func-

9 tons subsequent to such date for purposes of orderly liquida-

10 tion, including the administration of its assets and the collec-

11 tion of any obligations held by the Fund.

12 "SEc. 804. REPORTS TO THE CONGoIESS.-The Presi-

13 dent shall transmit to the Congress semiannually a complete

14 and detailed report of the operations of the United States Ex-

15 port Development Credit Fund. The report shall be as of the

16 close of business on June 30 and December 31 of each year.

17 I"SEC. 805. ADMINISTRATION OF FUND.-The Presi-

18 dent shall establish a committee to advise him on the exercise

19 of the functions conferred upon him by this part. The Com-

20 mittee shall include the Secretary of Commerce, the Secre-

21 tary of Agriculture, the Secretary of the Treasury, the Sec-

22 retary of State, the President of the Export-Import Bank,

23 and the head of the agency primarily responsible for ad-

24 ministering part I of this Act.

25 "SC. 806. PROVISION FOR LossE.-Ten per centum
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1 of the amount authorized to be borrowed under subsection

2 802 (a) shall be reserved and may be used to cover any losses

3 incurred on loans extended under this part. Receipts specified

4 in section 203 of this Act may also be paid into the Fund for

5 in section 203 of this Act may also be paid into the United

6 States Export Development Credit Fund for the purpose of

7 compensating the Fund for any such losses.

8 "SEc. 807. EXPORT-IMPORT BANK PowERs.-Nothing

9 in this part shall be construed as a limitation on the powers

10 of the Export-Import Bank of the United States.

11 "SWc. 808. PRIOIIBTION ON LOANS FOR DEFENSE Au-

12 TICLS OR SERVICs.-The authority contained in this part

13 shall not be used to extend credit in connection with the sale

14 of defense articles or defense services. This provision may

15 not be waived pursuant to section 614 of this Act or pur-

16 suant to any other provision of this or any other Act.

17 "SEC. 809. DEFINITIoN, EFFECTIVE DATE, AND PLAN

18 OF IMPLEMENTATION.-As used in this part, 'lowest in-

19 come countries' are those countries with per capita national

20 product of less than $375 a year which need concessional

21 foreign exchange financing from the United States or other

22 international donors to finance goods and services on terms

23 they can reasonably afford, with particular emphasis on coun-

24 tries in which per capita national product is less than $200

25 a year."
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1 (b) The amendment made by subsection (a) of this

2 section is effective July 1, 1974.

3 (c) The President shall, not later than April 15, 1974,

4 submit to the Committee on Foreign Relations of the Senate

5 and the Committee on Foreign Affairs of the House of Rep-

6 resentatives a detailed plan describing the proposed organiza-

7 tional and operational methods for implementation of the

8 United States Export Development Credit Fund established

9 by the amendment made by subsection (a) of this section.

10 POSTWAR RELIEF AND RECONSTRUCTION IN SOUTH

11 VIETNAM, CAMBODIA, AND LAOS

12 S..c. 17. The Foreign Assistance Act of 1961 is

13 amended by adding after part V thereof, as added by section

14 16 (a) of this Act, the following-new part:

15 "PART VI-POSTWAR RELIEF AND RECONSTRUC-

16 TION IN SOUTH VIETNAM, CAMBODIA, AND

17 LAOS

18 "SEo. 901. GENERAL AUTHORrT.-The President is

19 authorized to furnish, on such terms and conditions as he

20 may determine, assistance for relief and reconstruction of

21 South Vietnam, Cambodia, and Laos, including humanitarian

22 assistance to refugees, civilian war casualties, and other per-

23 sons disadvantaged by hostilities or conditions related to-

24 those hostilities in South Vietnam,, Cambodia, and Laos.

25 "Sc. 902. AUTHORIZATIO.-There are authorized to

20-964 0 - 73 - 3
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1 be appropriated to the President to carry out the purposes of -

2 this chapter, in addition to funds otherwise available for

3 such purposes, for the fiscal year 1974 not to exceed $376,-

4 000,000, which amount is authorized to remain available

5 until expended.

6 "SEo. 903. ASSISTANCE TO SOUTH VIETNAMESE Cnne-

7 DIRF.- (a) It is the sense of Congress that inadequate pro-

8 vision has been made (1) for the establishment, expansion,

9 and improvement of lay care centers, orphanages, hostels,

10 school feeding programs, health and welfare programs, and

11 training related to these programs, which are designed for

12 the benefit of South Vietnamese children, disadvantaged by

13 hostilities in Vietnam or conditions related to those hostilities,

14 and (2) for the adoption by United States citizens of South

15 Vietnamese children, who are orphaned or abandoned, or

16 whose parents or sole surviving parent, as the case may be,

17 has irrevocably relinquished all parental rights.

18 "(b) The President is therefore authorized to provide

19 assistance, on terms and conditions he considers appropriate,

20 for the purposes described in subsection (a) of this section.

21 Of the funds appropriated pursuant to section 902 of this Act

22 for the fiscal year 1974, $7,500,000 shall be available until

23 expended solely to carry out the purposes described in such

24 subsection (a). Not more than 10 per centum of the funds

25 made available to carry out such subsection (a) may be
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1 expended for the purposes referred to in clause (2) of such

2 subsection. Assistance to carry out the purposes referred to

3 in such subsection (a) shall be furnished, to the maximum

4 extent practicable, under the auspices of and by international

5 agencies or United States or South Vietnamese voluntary

6 agencies.

7 "Se. 904. CONSTRUCTION VITH OTiER LAWS.-AIl

8 references to part I of this Act, whether heretofore or here-

9 after enacted, shall be deemed to be references also to this

10 part unless otherwise specifically provided. The authorities

11 available to administer part I of this Act shall be available

12 to administer programs authorized in this part. The provi-

13 sions of section 655 (c) of this Act shall not a)ply with

14 respect to funds made available for fiscal year 1974 under

15 parts I and VI iind section 0'37 of this At."

16 TERMINATION OF INDOCHINA WAR

17 SEc. 18. No funds authorized or appropriated under this

18 or any other law may be expended to finance military or

19 paramilitary operations by the United States in or over Viet-

20 nam, Laos, or Cambodia.

21 LIMITATION ON USE OF FUNDS

22 SEC. 19. No funds authorized or appropriated under

23 any provision of law shall be made available for the purpose

24 of financing directly or indirectly any military or para-

25 military operations by foreign forces in Laos, Cambodia,
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I North Vietnam, South Vietnam, or Thailand unless (1)

2 such operations are conducted by the forces of the govern-

3 ment receiving such funds within the borders of that coun-

4 try, or (2) specifically authorized by law enacted after the

5 date of enactment of this Act.

6 WEST AFI(AN ",011N IE

7 Sic. 20. In regard to the famine in West Africa, tie

8 President shall consult with international relief organizations

9 and other experts to find the best way to forestall future

10 famine conditions in West Africa, and he shall report to

11 Congress as soon as 1)ossible on solutions to this problem of

12 fainine and further propose how any of these solutions may

1:1 be carried out by nuiltilateral organizations.

1.4 PO)IITI('AI, PIISONERS

15 Sue. 21. It is the sense of Congress that the President

16 should deny any economic or military assistance to the gov..

17 ernment of any foreign country which practices the intern-

18 mient or impisonment of that country's citizens for political

19 purposes.

20 TERMINATION OF ASSISTANCE IN INDOCHINA

21 SEc. 22. (a) It is the sense of the Congress that the

22 Agreements on Ending the War and Restoring Peace in

23 Vietnam, and protocols thereto, signed in Paris, France, on

24 January 27, 1973, will be effective only to the extent that

25 the parties to such agreements and protocols carry out the
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1 letter as well as the spirit of those agreements and protocols.

2 It is further the sense of Congress that the United States

3-should not furnish economic or military assistance to any

4 such party, or make any sale, credit sale, or guaranty to or

5 on behalf of any such party, unless that party agrees to

(; comply, and does comply, with those agreements and

7 protocols.

8 (b) This section shall not apply, to the provision of food

9 and other humanitarian assistance which is administered and

O distributed, under international auspices or by United States

l voluntary agencies, direetly to persons and not through any

12 government.

il", ACCESS TO I N FORM ATION

14 SEe. 23. (a) After the expiration of any thirty-five-day

15 period which begins on the date the Committee on Foreign

16 Relations of the Senate or the Committee on Foreign Affairs

17 of the House of Representatives has delivered to the office

18 of the head of the Department of State, the United States

19 Information Agency, the Agency for International Devel-

20 opment, the United States Arms Control and Disarmament

21 Agency, ACTION, or the Overseas Private Investment Cor-

22 poration, a written request that it be furnished any docu-

23 ment, paper, communication, audit, review, finding, recom-

24 uiendation, report, or other material in its custody or control

%5 relating to such department, agency, or corporation, none of



1

2

3

4

5

6

7

8

9
30

11

12

13

14

15

16

17

19

20

21

22

so

the funds made available to such department, agency, or

corporation, shall be obligated unless and until there has

been furnished to the committee making the request the doc-

ument, paper, communication, audit, review, finding, recom-

mendation, report, or other material so requested.

(b) The provisions of subsection (a) of this section

shall not apl)ly to any communication that is directed by

the President to a particular officer or employee of any

such department, agency, or corporation or to any communi-

cation that is directed by any such officer or employee to the

President.

(c) Subsection 634 (c) of the Foreign Assistance Act

of 1961 (22 U.S.C. 2394 (c) ) is amended-

(1) by striking out "( 1) "; and

(2) by striking out all after the phrase "so re-

quested" and inserting in lieu thereof a period and the

following: "The provisions of this subsection shall not

apply to any communication that is directed by the

President to a particular officer or employee of the

United States Government or to any communication

that is directed by any such officer or employee to the

President."



The CHAIRMAN. Our first witness today is the Honorable Hubert
Humphrey, Senator from the State of Minnesota. We do have a
number of witnesses to hear, and I will ask each Senator to observe
the 5-minute rule on the first round of questions so that we can move
on with the hearing and hear all of the witnesses scheduled.

Senator Humphrey, we are pleased to have you and look forward to
your testimony.

STATEMENT OF HON. HUBERT H. HUMPHREY, A U.S. SENATOR
PROM THE- STATE OF MINNESOTA

Senator HUMiPHREY. Thank you very much Mr. Chairman.
I would like, for the purposes of time, to file with the committee the

full statement that I have prepared in reference to-the Export Devel-
opment Credit Fund section 16 of S. 2335.

The CHAIRMAN. All right.
Senator HUMPHREY. And I will use this time, Mr. Chairman,

because I know you have a number of witnesses, to summarize what I
believe are some of the features of the Export Development Credit
Fund as we have prepared it in S. 2335 which now is on the Senate
calendar.

The Export Development Credit Fund, Mr. Chairman and members
of this committee, as I have indicated, is section 16 of S. 2335, a
congressional initiative. It was first developed by members of the
House Foreign Affairs Committee and reported to the Foreign Rela-
tions Committee by a vote of 12 to 3. The whole purpose of the
Export Development Credit Fund is to provide this country and its
economic structure with the tools which some of us believe are neces-
sary in the competitive struggle for world trade and to fortify the
programs that we have of assistance to the less-developed countries.

I think it is quite obvious now that despite the strength and wealth
'of the United States that we do not live alone nor can we live in a
vacuum, nor can we solve our problems all by ourselves. Even our
internal problems are affected greatly by what transpires or takes
place elsewhere.

America has become dependent as no other nation on the resources
of the developing world, such as oil, copper, tin, natural rubber,
bauxite, timber, coffee, and a number of other products, and moak~of
these products are found in the countries to which the Export Develop-
ment Credit Fund is directed.

Now, American direct investment in the developing world is valued
at around $23 billion and this investment yields about 5 percent today
of our corporate profits. I believe it is fair to say that you cannot
expect the nations of the developing world to cooperate in our own
enrichment if we remain indifferent to their needs. In fact, these poor
countries, and the Export Development Credit Fund is directed to
countries that have per capita income of $375 a year or less primarily
to those with per capita income of $200, represent over a billion pee
exclusive of China. Now, if these countries can use, and some opthem
have indicated they will use, their growing economic power as a lever
to force a change in American policy, they do possess strategic market
power and they can exert influence on world money markets, in fact
they can exert influence even on the revision of the International



Monetary Fund and they could and they do even confiscate invest-
ments. What I am saying, in other words, is that it is important for
us to have good, sound political and economic relationships with them
-and they are prepared to exploit economic disputes between the
United States, Europe, and Japan if our relations with them are not
based on constructive cooperation.

I believe that we can aid these very poor nations by making our
exports available to them on terms that they can afford and I want
to emphasize this point. It is not again as if we are in charge of the
ball game. We have competitors who are our friends, the French, the
Japanese, the Germans, the British, the Dutch, the Belgians, the
Itaians, and every one of these countries has a program similar to
the one that I am talking about here in the Export Development
Credit Fund. Every one of them is getting a bigger share every year
of the market in the less-developed countries. And in my testimony'I
present solid evidence showing that in the countries with per capita
income under $365 a year our percentage of growth of exports is very
modest while the percentage of growth for the other countries is grow-
i very, very raidly.

or example the united States is losing an important share of the
vast markets in the developing world to the Europeans and Japanese
who have developed export credit systems at concessional rates. From
1965 to 1971 the U.S. share of these markets increased 30 percent
from $3,700,000,000 to $4,800,000,000. The exports of the other 15
OECD members; namely, the industrial countries, increased 143 per-
cent, $9 billion to $21.9 billion. Now, who? Because these countries
have a program of-tho Japanese, for example, the French, the Brit-
ish, the Germans, just to mention some, have programs that are de-
signed in terms of credit terms, time to repay interest rates, et cetera,
that get into these markets. What these poorer countries need are
proper credit terms.

We have the Export-Import Bank loans that take care of countries
like Brazil, but they have a higher than $365 per year capita income.

We have developed some very big markets through Export-Import
Bank. The purpose of this loan fund is to put an extra level of credit
over and beyond what we call the commercial market in Export-
Import and the developing loan fund, which is 40 year terms, 2-percent
interest, 10-year grace period to have an interest need where you have
a floor of 3 percent, does not necessarily have to be 3, but it is a floor
of 3 percent, 5-year grace period on principal and 30-year period for
the full repayment in dollars to the American Treasury.

Now, the total cost of this program is authorized at $3 billion for
4 years, $750 million a year. ft will be a budgetary item, it will be
included in the budget. I shall offer such an amendment to make it a
budget item. The Congress will exercise control over, the Approprla-
tions Committee will set the level of amount of fund that can be made
available and borrowed each year to operate the fund. It will not be
a wide-open Treasury raid with no control from the Congress. The
Congress also will provide the funds for what we call reinvestment or
to use the funds that are coming in from the former loans on AID
progams, the Congress will have to authorize each year how much
of those funds shall be available for what we call interest subsidy,

There is no demand in this program for new taxes or from the
taxpayer. The funds that are used for this program will beifunds
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loans fund repayments. And the amounts will vary depending on the
amount of money that the Congress authorizes for the Export Devel-
opment Credit Loan Fund each year running anywhere from $30 to
$70 million a year will be the total outlay of funds that will be neces-
sary for purposes of subsidy.

One other point I would like to make on this program, Mr. Chair-
man, and then I know that you have some questions.

This program is for American products, manufactured products,
what Public Law 480 has been for American agriculture. Now, this
program will be under the control of an advisory committee. The
chairman of this committee will undoubtedly be, and I shall offer
such an amendment, the Secretary of Commerce, so the business
aspects of export policy will have proper representation. Also, I believe
the Secretary of Labor should be included as a member of the advisory
committee. This program will be operated not on the basis that you
are going to loan out $750 million a year but on the basis.of what is
needed every year, not more than what the Congress will authorize,

...and the Congress cannot authorize more than $750 million a year
for a 4-year period.

Now, somebody might say here we are today, we have got tight
money. I believe I heard the chairman say this. We have high interest
rates. ls this the kind of time that we ought to go into a program of
loans to countries that are less developed when we have our own
problems here at home? Well, let me just simply say that the amount
of money, No. 1, is not overwhelming in terms of a trillion-dollar
economy; $750 million plus maximum is not the biggest item in our
budget but it is a substantial item.

Second there will be proper management of this fund which can
be carefully supervised by the Congress. We are not going to finance
goods that are in short supply, like lumber, for example, and food
and machine tools. We do not have to step in and borrow if we do not
want to, and if we do have a slack in the economy, which some people
are predicting-1 think most people today are predicting there could
be some modest recession-i hope it is no more than within the next
year or following year. This program offers us some opportunity to
pick up that slack. We have to increase our exports according to pro-
jections from the present of $50 billion a year to $100 billion a year
by the year 1980. This is one of the tools that we can use.

Now, 1 want to repeat again that the floor of interest is 3 percent.
You do not have to stick to 3 percent, that is, you cannot go lower
than that. You can go higher.

it leaves flexibility for the administrator or advisory committee
that manages this fund. The maximum period of time is 30 years.
You do not have to go to 30 years. You give flexibility. And the impor-
tant part of it is this will 'finance programs-and let me say this
because I have gone into this with meticulous care. Products made in
America, in American factories, in American towns, by American
workers with American labels, sent to other countries to develop a
market. Anybody that knows anything about merchandising knows
that getting the commodity with your label, with your source of
distribution, with your source of manufacture, into a country means
long-term market development. These countries today that 1 am
speaking of with the $200 a year per capita income or less are not
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necessarily big buyers, but it is fair to say that the less-developed
countries that we speak about sometimes, such as Brazil, to use an
example, and others, the so-called less-developed countries, purchase
more in our exports than Europe and Japan put together. So less-
developed countries which are poor countries have millions and million#
of people. Hundreds of millions of people. They represent as we have
learned over the long period of time the real growing market. Now, we
are going to be c-mpeting in these markets and I think the question
before this committee is do you want to compete in a game in which
the rules by which you are piay ng are different than the other fellow?

We have a man in the White House who likes to use the term
football. Let me use it. We have decided to play the game of economic
competition. If you are looking upon ours like a football team by
denying ourselves the right to pass, we live on nothing but the ground
game. We have norma l commercial terms yet we find that every
other major country that is in business around the world has con-
cessional credit terms, low interest rates, 3 percent, 30, 40-year terms,
and they have been getting those markets. We are not only denying
ourselves the right to pass but they have rules that say if you pass
and touch the ball you score. I think the time is at hand for this
country of ours to get itself in shape to meet the competition that we
have to face abroad, and that is the whole purpose or this, plus may
I say to do so is very helpful in the long run.

For example, in many countries if we want their natural resources
which we are going to need, there has to be a way for them to build
roads, to buildrailroads, to have tractors, to get the things out, the
product out that our great industrial system needs. This program
provides some of that -help. This program does not build factories
abroad to compete with American goods. This program is designed
to bring to those countries the products from the American factories
so that they can lift their standard of living, and if we do not do it
somebody else is going to do it.

I cannot imagine that the Germans and Japanese, in particular, two
great nations and two great competitive peoples are going to play
dead because we decided we did not need to do business vith these
people, and, furthermore, this is a part of our foreign aid program
which I think makes an awful lot of good sense. It is not a giveaway.
It is repayable and it is under the control of the Congress of the
United States.

I believe that pretty well covers some of the points. I should say
there is some difference that will be between myself and possible
witnesses from the administration. I thought the startup time ought
to be presenting to the Congress the proposal for the structure of this
program by April 15, 1974, with the startup July 1, 1974. I have
been told that the administration spokesmen will suggest that they
present to the Congress their plan of administration in November
and start in January. Now, the reason that I wanted it a little later,
to give our committees of the Congress a chance to look at it after
November. Not too many of us are apt to be around here at least
much more than a month and to start up in January would give the
Congress very little opportunity to really monitor or survey what
this program is all about.

I suggested in the bill and the committee reported the bill that
starts it at April, I mean as the administration presents its plan by
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April and start in July. It may be a reasonable compromise to have
the administration present its plan in January any start in April,
but I think committees like this and other committees ought to have
a chance to take a look at this program before it is really authorized.

The CHAIRMAN. We will consider that suggestion, Senator.
Are you through with your presentation in chief?
Senator HUMPHREY. Pardon?
The CHAIRMAN. Are you through for the moment?
Senator HUMPHREY. Yes, sir; I thought you might want to go to the

questions.
The CHAIRMAN. I would like to remind Senators who have come in

the room while Senator Humphrey was testifying that we will have a
5-minute limitation on the first round of questions. I will ask the staff
to keep time, starting with me.

Senator Humphrey, you have made the point that we must do some-
thing about our devastating and disastrous unfavorable balance of
payments. Now, I regret to say that our State Department and our
Commerce Department have for the last 10 years or more been giving
us what I regard as completely fraudulent and misleading goodnessannouncements every 3 months about our balance of trade. I raised
this question down at the White House; Senator Fulbright seemed sort
of surprised to hear that I thought it was that bad, and he asked the
President if he thought so. The President did not see it in quite those
terms when he was talking to the whole group of us. But he did not
deny it, and he has conceded to me that Iam right.

These departments are misleading us when they say we have a
favorable balance of trade, because they leave out the ocean freight,
which is a very unfavorable item. You cannot trade with somebody
without hauling the goods.

It reminds me of the experience of a friend I knew in the airplane
business. I loaned him $600 to make a down payment. Every month he
had a profit on a cash-in, cash-out basis but in 3 years he was broke.
He had not heard about depreciation. When the airplane had worn out
you are out of business, unless you have something to buy a new air-
plane with.

That is about just how much sense it makes to have a great bi
favorable balance of payments that do not take into account one o
your great big unfavorable items, the cost of transportation, and that
does put in all of the aid items as though we were being paid for them,
instead of this being outright gifts and grants.

We all agree that on an overall basis, we are in very bad shape as far
as our balance of payment&-are concerned.

Senator HUMPHREY. Yes sir
The CHAIRMAN. You maae this point that we ought to be competing

in this ball game. Can you explain why we ought to have a Sugar Act
which gives a favorable advantage to all those people selling us sugar,
an assured market, and generally speaking, a favorable price-9 years
out of 10 advantageous price. Why ought we to have that and not ask
something in return of those people?

For example, there-vere years when we did not insist that they sell it.
As long as our price was above the world market, they would be_
privileged to sell in our market. When you come to that very situation
you are supposed to have the Sugar Act to protect you against, the
one time when the world market was way above our price, why should

BEST COPY AVAILALE'
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they not be required to deliver? Even if we have to pay the world
- market price when this eventuality occurs, they should make it avail-'

able to us? I finally got that in the act.
They agreed that we get something out of it, small though it may be.

But with as good a deal as this is to the other countries why should
we not require those people to give us the advantage in buying sugar
machinery. We are giving them an advantage in selling sugar to us. We
can make manufactured sugar cane, harvesting, planning, and refinery
machinery, including the millets, cheaper and better than anybody in
the world. Why should we not insist that they give us the break in
that which we have best? I am told by our people that they have been
over there and have not even been offered the opportunity to bid,
and that our State Department could not be concerned about it.
That is none of their business. We have to take the overall inter-
national point of view, better for Japan to get the business than us.

Senator HUMPHREY. I do not agree with that. I think we have a
right to expect fair treatment and not only that, when we give con-
cessions to others we have a right to expect some concessions to
ourselves.

The CHAIRMAN.-If we are going to give the other guy an advantage,
why should we not ask for an advantage in return?

Senator HUMPHREY. A very reasonable way to look at it, I think.
The CHAIRMAN. If we can get together on some of those things

maybe we can get together on this bill, because I think that is very
important.

Want to ask this: Could we not make these loans on better terms?
We are asking 5 percent for our disaster loans in this country right
now, which is halfof what the prime rate is. Why should we not make
it 5 percent rather than 3?

Senator HUMPHREY. Senator, again, I want to say I am sure there
will be many loans that would be made under this authority that
would be 5 percent. The floor in this one is 3 percent. This is 1 percent
above what is presently in the development loan fund and I was
noticing here in other countries, for example, that Canada has a

rogram like this at 3 percent with 30 to 50 years maturity. France
as one at 4 percent, Germany 3 percent with 22 to 30 years maturity.

And Japan has one at 3 percent, 25 years maturity.
So I guess what I was trying to get at, and I want to be frank with

you, I do not think the figure 3 is magic at all. I was trying to get at arate which I thought was competitive. Actually the-House, the
original House bill was more generous, more liberal in terms than the
one we finally reported out of the Senate committee. But again, I
would hope the committee that administers this program, and I want
to help build some legislative history, recognizes it is not a mandatory
3-percent program, it is merely t6 be 3 percent if we are going to meet
competitive conditions and if we are, the country can afford to pay
better where the competition does not require us to do any better we
ought to get the interest rate up to 4 and 5 percent on these loans. I
think that makes sense and I think your suggestion merits very serious
consideration. I just want to get ourselves equipped to do the Job,
compete and also to help. It is not to compete but to help. And one
final comment. Merchandising requires, as a manufacturer and
merchandiser knows to make an original investment that may not be
an immediate payoff but-down the line it pays off. And I am here to
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tell you I know that certain companies have-the Caterpillar Tractor

Co and General Electric Co., and others have expressed their support
of this bill. I know there is no unfavorable comment from industry on
this bill.

I know that many of-the Journal of Commerce, Christian Science
Monitor, Washington Post, Minneapolis Tribune, Los Angeles Times,
and others have commented favorably about this particular proposal.
Interestingly enough, no adverse, pointed adverse comment. What I
am talking about is the year 1980, the year, hopefully maybe a little
sooner, but at least in the year 1980 1 want to see some American-made
goods with American labels from American factories manufactured
by American workers in the United States of America in these coun-
tries. Today we provide a way so that you can export our capital,
private capital to these countries under guarantees with concessional
tax programs so that American capital can vault over the Pacific or
the Atlantic, can vault over any of these jurisdictional lines and put
American capital there to develop a factory that is supposedly owned

- by Americans in that country. Why not have some goods produced in
Louisiana or Minnesota, or Nebraska, or Arkansas, or Connecticut,
why not have some goods produced here by American workers ex-
ported to those countries rather than just exporting our capital? I
think that is one of the ways that we can help our balance of payments
and our trade picture. That is what Hubert Humphrey is trying to do.

The CHAIRMAN. My time has expired. Senator Curtis.
Senator CURTIS. Senator, wve appreciate your comments here.
What programs do we have now for financing exports of American

goods?
-Senator HUMPHREY. We have, Senator, of course, the Export-
Import Bank, which is a phenomenal success, from what all I know.
We do have the Development Loan Fund which is the very low rate of
interest at 2 percent, with the grace period and the 40-year terms.
Senator CURTIS. That is our own program, it is not an inter-

national-
Senator HUMPHREY. Those are our own programs, yes, sir.
Senator CURTIS. How about Public Law 480?
Senator HUMPHREY. And we have for agriculture, 480, and again,

I think that program shows how you can manage it. It is made
available when the supply is available, and we made that program, as
you know, Senator, primarily a great deal through your help, so we
not have a giveaway but where it is on long-term ciedits to be re-
payable in dollars.

Senator CURTIS. Is there not a further program whereby the Com-
modity Credit Corporation can extend liberal credit to a foreign coun-
try purchasing agricultural products.?

Senator HUMPHREY. That is correct. As a matter of fact, part of
the so-called food sale of late to the Soviet Union had some credits
from commodity credit. I am not sure how many of those were used
but Commodity Credit does have a program for sales.
Senator CURTIS. In your summary you say S. 2335 provides for

fund coordination through an advisory committee.
Senator HUMPHREY. Yes, sir.
Senator CURTIS. 'Domestic food prices are related to the demand of

the hungry peOr-nations unable to feed their people. We must aid them
in the production of food in their own interest-well, in our own
interest as well as theirs.
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Senator HUMPHREY. Yes, sir.
Senator CuRIxs. If I correctly interpret, the objective anid the,

guidelines of this legislation provide that exports, Government.
encouraged exports, will not be used to increase the price of farm
commodities.

Senator HUMPHREY. No, Senator, there will be in times of short
supply, such as we have for the immediate period, it would be my hope
that the agency administering this would not be tightening up the
market and tightening up the supply situation by subsidized exports
under this program. We have a program for agricultural exports, it is
called Public Law 480, and it is well administered and it has a long
history. We also have the commodity Commodity Credit Corpora-
tion, which is likewise reasonably well administered, therefore, the
purpose of this program is primarily for industrial products rather
than the agricultural products.

Senator CURTIS. Well, I realize that just a selective sentence here
and there is not quite fair, but I was disturbed about the implication
of it because at the present time we do have agitation against the ex-
port of any agricultural products.

Senator HUMPHREY. Yes, you know, I do not agree to that, I think
you know I believe we must have exports in agricultural commodities.

Senator CURTIS. Actually, there are no farm prices that are too high.
Senator HUMPHREY. Not in my judgment, sir.
Senator CURTIS. They are not.
There are some prices quoted on the market that are rather out-

landish but no farmer has any of them to sell.
Senator HUMPHREY. Those are speculative prices based on futures.
Senator CURTIS. Paper prices where there are no more soybeans to

call in from farmers.
Senator HUMPHREY. Correct.
Senator CURTIS. And the prices actually paid to farmers have been

low for so many, many years that bringing them up does have an
impact on our economy, but it should not be regarded as an evil. We
cannot accept the premise that our whole price level continues to
move up and not have it affect the production of food. It has got to.
But it is also a lot of demogoguery for writers, politicians and others
not to include all of the facts and all of the inequities that should be
mentioned in connection with food prices.

Senator HUMPHREY. Absolutely right, and I am happy to recite
once again that the American worker or the person, the American
people spend a smaller share of their income to date for food than any
other person in the world. So that despite the high cost of, what some
people attribute to be high cost, the market basket that we take home
today for the American family takes a smaller percentage of the total
income than any other family in the world.

Senator CURTIS. I will not take time. That is the bell. I would like to
insert this in the record. You state that the Fund will create jobs in
the United States, as many as 50,000?

Senator HUMPHREY. That is an estimate.
Senator CURTIS. That would be at a cost of $60,000 a job, and I am

told that in our general economy an investment of $20,000 produces
one job.

Senator HUMPHREY. Could be Senator. What I am getting at tn r"
importantly than anything else here is this is not the export of Amieri
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ican jobs, this is the export of American goods, and it ought to have a
stimulating effect, particularly in some industries that may be lagging.
The purpose of this program in a very real sense is both standby sad
present. In other words, I would hope that those who administer the
program would not go gung ho, so to speak, at a time when in tight
money and tight supply, and that is why I want the Congress to have
this monitoring and that is why I want to have this advisory com-
mittee include the Secretary of Labor as well as the Secreiary of
Commerce and other secretaries, and then when we get a slack in the
economy, if we do get one, and I hope it is not great, we can use it
more fully than we do at other times. We have done that with Public
Law 480 and I think that is exactly the way it ought to be here in the
industrial sector.

My staff assistant just noted to me at the time Export-Import
Bank calculate each $12,500 of exports creates one U.S. job and
makes use of funds authorized for the Export Development Credit
Fund here could mean an additional 50,000 American jobs. That is a
calculation. I even hesitated to put it in the summary because those
predictions sometimes do not come through. All I am saying, it is
not going to hurt American jobs and it ought to help.

The CHAIRMAN. Would you restate that multiplying factor?
Senator HUMPHREY. The Export-Import Bank calculates that each

$12 500 of exports creates one U.S. job. Maximum use of the Fund
authorized for the Export Development Credit Fund in this proposed
legislation could mean, therefore, an additional 50 000 American jobs.

Senator CURTIS. There is something wrong with the mathematics.
Three billion dollars by $12,500, wll make more than 50,000 jobs.

Senator HUMPHREY. Let me point out the $3 billion actually is
available for the purpose of loan at about $2,700 million because
there has to be some money set aside for bad debts, et cetera. Maybe
I was not very good in mathematics anyway, it may be very wrong.

Senatur CURTIS. Computers are cheap now, you can get some help.
The CHAIRMAN. I would be curious to know how much import

does it take to lose us one job. Would you mind giving us that figure?
Senator HUMPHREY. I do not know.
The CHAIRMAN. We would like to know how many jobs we are

losing.
Senator HUMPHREY. I do not know but I am sure we are losing

some.
The CHAIRMAN. I would be curious as to how many millions we

are losing on a $20 billion yearly adverse balance of payments.
Senator FULBRIGHT. Mr. Chairman, I would like just a few points.

I think this proposal should be considered on its own merits and not
as a part of the foreign aid bill. This proposal was not in the original
administration request. It was worked up in order to circumvent
Congress' growing opposition to, and the reductions it has made in
the economic aid program. Under the development loan program we
have been financing exports to foreign countries under loans over a
40-year period, at 2 percent for the first 40-year grace period and 3
percent for the remaining 30 years. This program has been losingits
appeal, so this proposal was brought in as a kind of a way to evade
the restrictions which the committee and Congress has been seeking
to make in the regular foreign aid program. This is a foreign aid
program primarily estimated to cost about $40 million a year, at least
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for every $1 billion loaned, in direct subsidies because of the interest
rates. It should not be in this bill. It should stand on its own merits.
Personally, I do not think it has any merits. It has not been give a
thorough examination; the time spent upon it in the period of 2"days
of hearings was negligible.

In my opinion, it is but a device to evade the gradual effort to
restrict the regular economic foreign aid program. This is an attempt
to give that program new life. It is the same approach they are u.ig
on Radio Free Europe. It was running down. It was obsolete so they
come in with a completely new approach doingthe same thing under
a new committee to give it an indefinite life. This committee should
recommend that the proposed export subsidy program be considered
on its merits as a separate bill, going into it thoroughly as to how it is
administered. The guidelines the Senator from Minnegota has spoken
of, with all respect, are his yiews the way it should be run. There is
nothing in the bill to require that it be administered that way. Under
the bill he has presented all of this money could be used to equip
factories in one country. It could equip shoe factories or textile
factories or any other thing in practically any country in the world
the administrator wishes to do it. I am not sure whether it is intended
to be foreign aid or domestic aid or whether it has short range foreign
policy objectives, all of them are involved. My recommendation is
that the section be taken out of this bill and considered on Its own
merits; then the Senator from Minnesota and the others can make
the case for it.

The Wall Street Journal is rather interested in these matters and
I wish to put in the record- an article of May 21, 1973, not on this
particular bill but on the general field inducing underdeveloped
countries to borrow money. It states that the outpouring of credit to
developing nations is seen as spelling trouble and that, despite mis-
givings, banks rush to make such loans. Will the debts get repaid, it
asks.

This demonstrates the danger of continuing to burden the under-
developed countries with more loans. It says here, already debt service
takes 15 to as much as 25 percent on export earnings of many country's
earnings, according to World Bank fi ures.

Another article of July 13 quotes 9r. Kearns as saying it is safe to
anticipate an increase in U.S. exports of 15 to 20 percent each year
through fiscal 1976. That is coming about because of the devaluation
of the dollar and I do not think we need this new program.

[The following articles were submitted by Senator Fulbright:]

[From the Wall Street Journal, May 21, 1978)

UNEASY MONEY-OUTPOURING OF CREDIT TO DEVELOPING NATIONS SEEN
SPELLING TROUBLE

DESPITE MISGIVINGS, BANKS RUSH TO MAKE SUCH LOANS; WILL THE DEBTS GET PAID?

'Beware of Shylock Syndrome'

(By Charles N. Stabler)

NEW YoRK.-Rivers of easy credit are flowing out of international money
markets into Africa, Asia and Latin America, and the outpouring is stirring deep
misgivings among lenders and debtors alike.

The problem is that the money may not come back as readily as it Is going out.
Fears are rising that repayment of debts of some of the so-called "developin
countries will be delayed or even defaulted. Or, in cases where countries do tyo
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mett their obligations, there's fear that heavy debt payments will strain skimpy
national budgets and slow development of these impoverished parts of the world.

Either way, the situation spells intensified political friction between rich nations
and poor ones as well as financial anguish for some private lenders, many of them
U.S. banks and financial firms.

"We are deeply concerned," says Gerassimos Arsenis, chief of the external
financing branch of the United Nations Conference on Trade and Development.
He warns of soaring annual interest and amortization costs, perhaps a doubling
in the next five years, for many low-income nations. And they owe an increasing
portion of this debt to private lenders ra' her than other governments or inter.

",\national institutions that are better able to wait for their money.
"The only question is whether they can roll over this debt--cover it with new

borrowingsp-as it comes due," says Mr. Arsenis gloomily. "They can't pay it."

AWASH IN MONEY

Some bankers themselves voice increasing worries about the risks they are
taking on low-profit, relatively long-term loans of Eurodollars, which are dollars
on deposit in their foreign branches. But the Eurodollar market is currently
awash with funds, and 200 or more international banks are competing aggres-
sively to attract borrowers. So, like it or not, they feel they must accommodate
the poorer nations.

"There's such an intense desire to get int. international banking, such a rush to
build this capacity, that a lot of banks are doing things internationally that they
wouldn't dream of doing domestically," says one New York banker. "I'm afraid
what has developed is a dual credit standard, one domestic and one international."

The Federal Reserve Board is known to be taking a closer look at the credit
standards of foreign branches of U.S. banks. The lending officers themselves through
the Bankers Association for Foreign Trade, have formed an international credit
standards committee. It has held two meetings with top executives of various
banks "to talk about the problem," says a member of the group.

"Some of these people (bank presidents and directors) are on some sort of ego
trip, seeking the prestige of being an international bank with a branch in London
and all that," complains one middle-rank international loan officer of a Philadelphia
bank. But a London branch is costly to operate, around $500,000 a year, and this
forces some batiks to reach for customers they wouldn't touch at home, in hopes
of earning a return on their investment.

THE SHYLOCK SYNDROME

In an address to the recent annual meeting of the Bankers Association for
foreign trade, Richard 11. Cummings, senior vice president of National Bank of
Detroit, blasted what he described as "the rapidly deteriorating situation in
international credit standards." And Guido Hanselmann, director general of the
Union Bank of Switzerland, warned of politfoal risks ahead when loan payments
become overdue.

"Watch out for the Shylock syndrome," he said, "when the friendly banker of
the past is seen as bossy and is resented."

Accurate, up-to-date reports on the external debt position of many nations are
impossible to come by, a fact that doesn't help mitigate the rising agitation of
the creditors. Staffers at one international institution put the debt now owed
by governments of 80 developing countries at around $100 billion, with half of
that coming due in the next five years. That's up 19% from the_$84 billion level
of 1971, estimated by the Organization for Economic Cooperation and Develop-
ment an international body made up of the major nations.

Debt-service payments interest and amortization, naturally also are rising
at an accelerating pace. irving S. Friedman an economist at te International
Bank for Reconstruction and Development (World Bank), says in a 1971 analysis,
"Given the erratic behavior of private investment, it would not be surprising to
find at some time in the 1970s that the servicing of external debt was pre-empting
50% or more of the flow of financial resources to the developing countries."

CHANGING DEBT PATTERN

Already, debt service represents a lien of 15% to as much as 25% on export
earnings of many countries, earnings that are a key source of foreign currencies,
according to World Bank figures.
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Financial problems of developing countries have been chronulifor years, of
course. What is significant now isn't only the rapid rise in debt but also a change
in the pattern of the debt.

"We are seeing a dramatic switch from public to private sector financing," say
the UN's Mr. Arsenis. Using 1970 figures, the World Bank reports "Debt to
private banks and all other private lenders, which represented arelatively small
proportion of public debt until very recent years, rose by 67%. Their share of
total debt increased from 13% to almost 16%."

The portion of debt owed to private institutions, including credit extended by
corporate suppliers of foods, clearly has grown further since 1970. Much of this
kind of borrowing isn't reported anywhere. But, counting only publicly announced
government bond issues in the Eurodollar market one major New York bank
calculates such financing increased fivefold from 1910 through 1972.

In 1970, countries like Argentina, Brazil, Mexico and Venezuela announced
Eurobond issues of about $455 million. In 1972 developing countries borrowed
over $2.5 billion by this route, and a whole lot of new names were on the list of
credit-worthy nations-including Algeria, Indonesia and Peru. Then, In the first
quarter of this year alone, borrowings skyrocketed to over $1.3 billion, compared
with $522 million in the first quarter of 1972. Among the 1973 borrowers wert the
Ivory Coast, the Phillipines and Senegal and Zaire in Africa.

More than 40% of all publicly announced Eurodollar loans from private sources
last year went to developing countries compared with 10% in 1970 and 35% in
1971, say economists at New York's Morgan Guaranty Trust Co. "Of course,"
the bank adds in a. recent report, "there were many other Eurocurrency bank
credits to these and other areas that weren't publicly announced."

Analysts caution against generalizing about the financial health of developing
nations. Many appear to be entirely capable of taking on new debt in order to
boost their economies. Some. like the nations of the Middle East and some Latin
American countries, have oil or other natural resources to export. Others, like
Brazil, Korea and Taiwan, have a rapidly growing manufacturing base for exports.
And others, like Mexico, have important income from tourism; Mexico's external
debt is large and debt-service payments run over 20% of its export income, but
bankers consider the nation an excellent credit risk.

Some Latin American countries are "going toward a much more guided type of
economy, with better collection of taxes and looking to their long-term problems,"
says Larry Glenn, a vice president at first National City Bank of New York.

But even where the fiscal picture looks considerably less rosy, the bankers are
shoveling out money. Referring to the growing practice of syndicating loans, in
which a lead bank sells shares in a loan to other banks, a top executive of a major
New York institution says, "We could sell just about anything." He doesn't look
happy about It.

A SELLOUT FOR PHILIPPINES

Last September, the investment banking firm of Kuhn, Leob & Co. put together
a comprehensive financial program for the Philippines, including a $50 million
loan on promissory notes of the Development Bank of the Philippines. On the
morning the firm sent out invitations to other financial institutions to join in the
financing, Philippines President Ferdinand E. Marcos declared martial law in the
troubled nation.

One might think this would give investors pause. But, according to Yves-Andre
Istel, a Kuhn-Loeb executive, the notes were all sold within a -month. The firm
has done many other financing deals for developing nations and just recently was
a co-manager of a $15 million loan to Gabon, an African republic. (Among the
suppliers of credit was Moscow Nardony Bank Ltd., the London-based com-
mercial bank of the Soviet Union.)

Gabon, Mr. Istel concedes, is a rather small nation, but its foreign debt also is
still rather small, and its foreign exchange reserves have been rising.

But, without referring specifically to any nation, a New York economist
cautions, "Some countries seem to be in the same position as a family'without
much in savings taking on a large, minimum-down-payment mortgage. You can
figure the payments will be met because the husband has a good job, but what if
he loses his job, loses his health or whatever? Lots of things can happen."

A REVOLUTION AND A MORATORIUM

Some nations in recent years have, already run into severe financial trouble and
have apparently been able to correct it. But that's a painful political process,
often involving import cutbacks, increased taxes and other measures that may
not be popular with the citizens.



For example Ghana under the rule of Kwame Nkrumah in the 1960 'ran up
large overseas debts, often spending the money on prestige buildings and Cadillacs
for government officials. "Getting out of that bind took a revolution and two
cha~g~s of governments," says an official of an international Institution. A
mornorium on the debts was agreed to by creditors carrying repayment forward
to 1981. Most recently, the Marxist government of Chile has had to seek rene-
gotiation of its external debt.

In many cases, international economists say, the developing countries are well
aware that they are storing up trouble for themselves by increasing their external
debt. "But," says one analyst, "you can hardly expect a country like the Ivory
Coast to turn down money when the bankers are offering it even though the finance
minister knows the country could be in trouble 10 years from now. Is he going to
tell the minister of agriculture he can't buy tractors because it will mean trouble
10 ears from now?"

A for the lenders, they are under competitive pressures to make loans. "The
London branch of a New York bank, say, knows that if it doesn't take the busi-
ness, a Japanese bank or a French bank will," says the UN's Mr. Arsenis. Also,
he says, much of the debt goes to pay suppliers of goods and services-Japanese
German, British and American multinational corporations. "Much trade now is
done on the basis of financing terms offered the customers, rather than price,"'

he says.
It's far from clear where this trend will lead, most analysts agree, Studies are

under way in a variety of international organizations, but so far, says one Insider,
"the governments have agreed only that there is a problem; they haven't come
around to doing anything about it.'

(From the New York Times, July 18, 1978]

RISE OF 15 PERCENT IS SEEN FOR U.S. EXPORTS BY EXIMBANK HEAD

(By Edwin L. Dale Jr.)

WASHINGTON, July 12.-Henry Kearns, chairman of the Export-Import Bank,
said today that there were "potential" United States exports In the next five years
of between $9.75-billion and $12.5-billion in the single area of "collection, liquefica-
tion and storage facilities" for natural gas abroad.

Mr. Kearns cited projects now being discussed in 10 countries involving natural
gas, including the Soviet Union. He also said at a news conference that major
minerals and other projects, together with natural gas, would need between now
and mid-1976 "between $30-billion and $40-billion of export financing support."

Based in part on the Export-Import Bank's preliminary commitments to
finance exports, Mr. Kearns said, "I believe that it is safe to anticipate an increase
in United States exports of from 15 to 20 per cent each year through fiscal year
1970."

He said this would mean an equally large jump in Export-Import Bank financing
with exports "supported" by the bank's various programs rising from the record
programs rising rom the record $10.5-billion of fiscal 1973, just concluded, to
as much as $15.5-billion in fiscal 1976.

OTHER POINTS MADE

Mr. Kearns made these other points:
lHis agency is "examining" the possibility of offering insurance against foreign

exchange rate fluctuations to aid the nation's export trade but he cautioned
against any assumption that such a program was imminent. he said France had
not had a "happy'e perience with a program of this sort.

Given the likelihood of a big increase In the volume in the bank's export
financing, there will be a gradual " increase in the years ahead in its borrowings
in the United States capital market--borrowing which amounted to about $800.
million last year.

Senator FULIIRIGHT. Finally, this is simply a device to try to increase
our foreign aid, economic aid program when we cannot afford It. The
interest rate, as you well know, we will have to pay on money borrowed
to service these loans are very high. Treasury now pays over 8 percent,
the prime rate is 9% and you are offering here to lendthat money at



percent. As a matter of fact, my calculation of 40 million is based upon
borrowing at 7 percent, less than it presently is.

I think it would be a great mistake for this committee to approve
this scheme without much more thorough examination and isuring
that tight, detailed-guidelines are laid down if such a plan is found to'
be desirable.

The CHAIRMAN. We are going to get both sides of the argument. I
have added Congressman Otto Passman to the witness list. If he
su sports the Treasury, I think I will probably support it.

Senator HUMPHREY. May I comment, my distinguished chairman
and friend, the Senator from Arkansas, Mr. Fulbright and I have
not agreed on the whole subject of foreign aid. We agree on many
things and I respect him greatly. First of all, this was not born over-'
nght, this initiative came out of the House, men like Congressman
Zaocki, Congressman Fraser, and others over a long period of time,
it was not an administrative initiative, and I am happy to say that
the administration does support it. I am not known as the patsy for
the administration. I think it has merit and, therefore, I am delighted
that we have support from the administration as well as from Members
of Congress. The fact we only had 2 days of hearings is not due to
this bill. I think we ought to have had many more gas of hearings
so it was not suddenly born. As to guidelines, I realize that the guide-
lines are not too specific but I do presume that there are some people
in the Government that have enough sense not to want to take all
of this in one country for factories in one country.

The aid program presently under its Development Loan Fund
restriction covers loans (o countries that will not export any more
than 20 percent of the output of a factory. In other words, they do
not make loans presently under the 2-percent loan fund, to a country
that is going for a factory in a country that will have over 20 percent
of its exporting to the United States. So that there are people that
are going to be concerned about this. I do not believe that the Sec-
retary of Labor, for example, if added to the advisory committee, and
the Secretary of Commerce, who is vitally concerned about American
industries, is going to sell out under some ridiculous guideline procedure
the interest of the American industry and the American worker. I
just do not believe it, nor is Hubert Humphrey nor is Senator Ful-
bright. We are not going to let that happen. If the guidelines need
to be more specific we can do that. For example, one reason the House
turned this bill down was because it was not included in the budget.
I want to amend this bill and will offer such an amendment that Will
see that it is a budget item.

Second, we are making sure this procedure goes through the Appro-
priations Committee process so that the Appropriations Committee
will set the limits on how much you can borrow. The $3 billion for
4 years is the maximum. It is the authorization. The Appropriations
Coniinittee may say you can only get $200 million for 1 year, or
maybe for 1 year you did not get anything. The Congress maintains
its control over this. This is not some fly-by-night scheme that has
been concocted up here to bail out a foreign aid program. I just
happen to believe that it is to our national interest to get American
products made by American workers in American factories and
American towns into countries that are sometime down the road ,

either going to be buying goods from us or from somebody else. You
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are going to make up your mind you want to buy it all from Japan
or Germany because they have programs to finance this. Or are we
going to have a program that will make us competitive?

If we are going to be in the economic competition for exports, I
want to be able to compete, and I do not want to stand on some kind
of old-fashioned theory that we have to pay so much interest. If
the other guy-listen, I have been running a drugstore in my life-
when the guy-down the street is selling Bayers aspirin for 16 cents
it does me no good to say you have to pay a quarter. You may be
able to get by with this up in Congress, but you cannot do it in
business.

The CHAIRMAN. Senator Ribicoff.
Senator RIBICOFF. Two questions. What has been the general

composition of U.S. exports to these countrie3 listed, the 70 countries?
Senator HUMPHREY. Senator, I cannot give you the specifics on it,

but it is my understanding it is mostly what we call industrial com-
ponent parts for dams, machinery for their roads, for their railroads,
and we have been losing those markets, to be frank about it.

Senator RIBICOFF. What do you think the import absorption
capacity would be for countries with a per capita income of $375?

senator HUMPHREY. Well, the other competing countries with
which we must deal in the marketplace today found that they have
been able in these years, as I indicated, 15 OECD members increased
their exports to these countries with $375 a year per capita income or
less, by 143 percent in the period from 1965 to 1971, from $9 billion
to $21 billion. Now, that is in a period of 6 years, and they increased
in a period of 6 years $12 billion. It was about $2 billion a yearfor their
increase of exports. I do not want to make a prediction, but I do think
that is the prediction on the amount. I do think, however, as these
countries get along, that the opportunity to increase this. Our exports
there is rather substantial. It surely would run as much as the European
countries have been able to demonstrate.

Senator RIBICOFF. As I look at these countries, they seem over-
whelmingly to be in the southern half of the globe.

Senator HUMPHREY. Ys, sir.
Senator RIBICOFF. There has been a pattern developing around the

world. As soon as a nation raises its wages, its factories start moving
toward the southern half of the globe where wages are much lower,
often just a few pennies an hour. Then these plants compete with the
developed countries where the wage rates are higher.

This process has witnessed industry moving from the United States
to Japan, to Hong Kong, to Korea. Now they are going into the
South American and African countries. So we have a flight of industry
id production facilities, not only from the United States but from

other relatively high wage-rate countries to the Southern Hemisphere
countries. What impact do you think your proposal would have on
this?

Senator HUMPHREY. That, Senator, is my understanding-what is
happening there is the flight of capital investment to those countries
for the purposes of manufacturing or development, which obviously is
of aid to those countries, and some of those profits do come back here,
but I recognize some of the competitive problems. For example, as
this happened in textiles in the instance we are aware of, and shoes,
and others.



Senator RImtcopF. You see-
Senator HUMPHREY. May I just say that here we are talking about

not the export of capital per se, the only purpose of this capital -loa
and its Government to Government, is to purchase American goods
from the United States of America, not even from an American -
corporation based overseas, but the U.S. corporations right here hii
our own country.

Senator RiBICOFF. It would include, would it not, high technology
items, machinery, and equipment, that could be used to set up fac-
tories in these low wage-rate countries.

Senator HUMPHREY. It could. It could be used for that. However,
as I have said earlier here, that the committee or the administrator
TNt administers this program with the advisory committee, would
surely, I would hope, follow at least the guidelines that AID presently
has, and it is-my judgment that this program ought to be administered
through AID, and that program, as I recall, or those guidelinesas I
recall, state something like this.

That a development loan would be made to a company provided
that that company did not export over 20 percent of its product into
the U.S. market. Now, we would not have any less standards than
this, and it would be my hope that out of the legislative history here,
we would come to understand we are not trying to bypass or we are
_6t trying to set up competitive industries, as I said here in my sum.
mary statement. The whole purpose is not to set up competitive
industries to American-based companies, but rather to help those
countries to develop their own economy.

Senator RIBICOFF. That may be the objective you have, but in-
practice would it work oit that way? Labor, today, is the least
important factor in the entire trade picture. Technology, capital,
and management are the key factors, because it is so easy to shift
these three factors from one nation to the other, while utilizing and
training very rapidly labor in countries where their wage rates are
only a pittance in comparison with the wage rates in the United
States.

Perhaps Senator Humphrey has a good proposal here, Mr. Chair-
man, but I do think we have to look at the whole international trade
picture and the impact that this proposal would have on it in its
entirety. I would imagine that when the trade bill gets to the Senate
from the House, these are some of the factors that you would want to
go into, Mr. Chairman.

Senator HUMPHREY. Might I just say this, Senator Ribicoff?
We are not-in control. It is not as if we do not do this that a factory

will not be set up, let us say, in one of the countries. I have a list of
70 countries that would qualify.

The CHAIRMAN. Put that list in the record.
Senator HUMPHREY. Yes, sir. I want to include that in the record.*
It is not, for example, as if that Kenya, that has a per capita income'

of $150 a year would not be able to get exports of parts that could
be put into a factory, because if we do not at least have a chance to
compete in the area, to send American-made goods to this country,
the 3ritish will, the Canadians will, the Japanese will. I read the
terms that they have. They are every bit as generous and some more

The list Is printed in this hearing at pages 200 and 201.



so than ours. So it is not if somehow or other if the United States says
you boys do not play, the game stops. The question is, are we going
to be in the game-.

Senator RIBICOFF. My feeling is if these developed countries in the
past,.Mr. Chairman, had given large infusions of aid to many of these
so-called backward countries, we would not have $100 billion floating
around the world and maybe our monetary position would be better.
I think we ought to encourage other nations to contribute more for
development. I do not think this approach in any way reflects upon
the United States, which should have learned a lot from the past 20
years' experience.

Senator HUMPHREY. I would surely agee to that. May I say this is
not a gift, this is not a contribution. Zen you go to the savings and
loan company and get a 30-year mortgage, they are not giving you
the money, you have to pay it back. When you go to this, let us say
that this legislation is adopted and a company and a country gets a
loan, it has got to pay it back. It is paid back in dollars. It is not a
grant.

The only concession in this is a concession on interest. That interest
is variable and flexible. It is a part of the total package that we hsve
to implement the national policy of assistance to other countries on
export development. You bring both of them together. Assistance to
other.countries, that is why I put it under the aid program and export
development and 1 believe that in the long run, as we have said, we
have had a slogan here, trade, not aid. This is trying to stimulate
trade and in due time I think fortify and maximize the effect of any
aid and hopefully can help do away with the necessity of aid. I do not
think in the foreseeable future we are going to see the end of assistance
programs to less-developed countries. It is my judgment that that
program will have to go on for a long time, not just by us but by others,
and others are making substantial contributions. Our friends to the
north, Canada, give a much larger share of their national budget to
aid than we do in the United States.

Senator RIBICOFF. But their balance of trade with the United States
is so substantial, something like $2% billion last year. They can afford
to do it. I would be very happy to see Canada and Japan and West
Germany and France giving more substantial sums. Maybe that will
help right the financial balance in the world. It certainly does not
bother me to see them give more.

Senator HUMPHREY. This does not hurt our balance of payments.
This helps our trade picture. This improves it. And I noticed you ask
the question about the capacity, the import absorptive capacity. I
have received some information that the total merchandise imports
in 1972 in these less-developed countries with per capita income
under $375 was approximately $30 billion. If import absorptive
capacity is defined as the capacity to utilize increased imports, pro-
ductively there can be little doubt that the 675 million average
annual flow which this program would authorize could be absorbed
since it would constitute less than 3 percent of the existing import
level, and I believe that the increase in exports from the old, the
industrialized countries, OCED countries, indicates that there is a
g great absorptive capacity there, and I have never noted that either
the Japanese or the Germans were poor businessmen. They seem to be
able, the yen and the Deutsche mark are both good currencies, and



they have had a program like this for years. Maybe this is one of the
reasons when we go to these countries we look i-6iround and we see
Dutch, German, Japanese, goods, with labels on them all over the
place. And frankly, one of the reasons we insisted that the Develop-
ment Loan Fund have at least 80 percent, about an 80-percent repur-
chase back in the United States was because we began to see that.
They were in days gone by we would make grants and loans to other
countries only to find out that they are going to Britain or some
place else to buy their turbines, to buy their goods. This program is
designed, I repeat, to do one thing above all, to see that the goods
that arepurchased under this program, under a businesslike operation,
will be Xmerican-made by American workers in-American factories
in the United States of America, shipped from the United States to
the countries that are the recipients to be repaid in dollars under
terms which are competitive with our competition.

Now, unless I misunderstand business principles as well as humani-
tarian concerns, that is a pretty good program.

The CHAIRMAN. Senator Mondale.
Senator MONDALE. You mentioned, Senator Humphrey, the export

promotion programs of other developed countries for lending on
favorable terms to less-developed nations. Could you be a little more
specific? For example, do you know at what terms German, Japanese
and other exporters are able to compete in these less-developed
countries?

Senator HUMPHREY. Two to three percent. Mostly 3 percent for 22
to 30 years. That is Germany.
Senator MONDALE. Do you have so-called graceperiods?
Senator HUMPHREY. Yes, sir. Some of the grace periods went up to

10 years. This grace period has been cut to 5 and the the grace period
in some of the countries, for example, no payment on either interest
or principal for the first 5 years. And we have payment at least on
interest. I was opposed to any kind of grace period that would elimi-
nate the payment of interest in the first years. And again, may I say
to the chairman, in the House bill the terms were 2 percent, 40 years,
and a grace period much longer than the one that we have provided
both on interest and principal.

So the Senate bill is a tighter bill, to use a word I guess, that we
understand.

Senator MONDALE. Last year I was Chairman of the Subcommittee
on International Finance wlich reported out the liberalized Exim-
bank proposals. I was concerned at that time, and still am concerned,
that the foreign equivalents of our Eximbank are always out-
competig us in Eastern Europe with favorable terms.

I gather that this is even truer when it comes to competition for
exports to the less-developed countries.

Senator HUMPHREY. Senator Mondale, that is exactly right. Now,
the export credit agencies for what you might call the Eastern Euro-
pean countries and the-countries above the $375 a year, our Exim-
bank with your legislation, has become more competitive and I think

- that the Eximbank is great, has been a great asset to America, but
we have faltered except on the development loan and the development
loan is the 2 percent, 40 years, but the program is tied not only to
developments, the development, but the export development, and I
am trying to emphasize in this bill and the committee is trying to
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emphasize the relationship between effective use of aid funds on the
one hand and the development, long-term development of exports
from the United States on the other, and it is the matter of getting a
hold, getting a foothold in a market.

Senator MONDALE. As we meet here today the so-called Third World
countries are meeting-in Algiers. One of their consistent complaints is
that the major powers have ignored their best interests. It has been
my impression that during the last few years our policies have been
preoccupied with what you might call great power politics--our
relations with the Soviet Union and China-and, of course, the
normalization of these relationships are critical. But I do believe that
there has been a deemphasis of the problems of the less-developed
countries. I think we have seen some of this in West Africa during the
tragic drought and starvation. Yet we seem to be very active in
peddling arms to less-developed nations.

Do you not see the proposal as a means of stepping up U.S. concern
and help in an enlightened way? Should this not be an important
element in our foreign policy as well?

Senator HU.MPHREY. I do, I surely do. Just as you, Senator, took the
load amongst with others here in trying to open up the Eastern
European markets, which was a sensible, responsible approach both
to the international diplomacy and our domestic economic needs, We
will at our peril ignore these less-developed countries. I tried to indicate
in the beginning just frSin a very selfish point of view many of these
less-deveioped countries are treasure houses of natural resources.

We are not going to be alle to g- in and grab them by brute power,
as in the past other countries did. We frequently have not had relation-
ship with these countries on the basis of colonial relations such as the
French, Japanese, Italians, or British, so we have to find a way to
show our deep concern for their well-being on the one hand and on
the other hand a sensible financial fiscal responsibility for our own
needs here at home, and what I believe that this Export DeVelopment
Credit Fund does is to show that we are prepared to help these
countries with reasonable and indeed, concessional credit terms so
that they can get some of the things that they need, and we show our
concern for those needs. But on the other hand, Senator, it does not
hurt us a bit. As a matter of fact, it is wise merchandising and good
long-term investment because if these countries all fail in terms of
their economic system, it is going to promote a world disaster and we
cannot exclude ourselves from this world. If these countries slowly
develop or even more rapidly develop it is to our benefit providing

that we have shown them some interest. Now, we have to serve with
these countries and work with these countries in the United Nations.
-The Committee of Twenty that is working on the International
Monetary Fund has representatives of these countries, it is not as if
somehow or other we are going to write the rules for the International
Monetary Fund without their consideration or help or cooperation.
Everything in which we are involved includes these countries. And I
would think a country that is oil short, metal short, timber short, and
with a few other shortages that we have, that we would be deeply
interested in how, what our relationships are with the less-developed
countries.
Senator MONDALE. I thank the Senator-for what I thought was an

excellent answer.
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Mr. Chairman-
The CHAIRMAN. I believe the bell has rung on-
Senator MONDALE. I did not hear it. I was going to make one re-

quest. Could the staff prepare for us an analysis of similar credit
banking institutions on the part of the developed countries which
assist their exports into less-developed countries, and ari analysis of
our current credit instruments, whether it is--

The CHAIRMAN. I will ask the staff to obtain that information for
ou. They will, of course, need the cooperation of the executive
ranch, but I am sure they can obtain it.
Senator MONDALE. Could we get the same figures on what kind

of credit instruments we have for sale of U.S. arms overseas?-.I would
also like figures on the guarantees of U.S. capital overseas in the
construction sector. That would be a helpful document.

Senator HUMPHREY. Very helpful, and might I add I remember the
argument in the Congress about the sale of arms and here it is. If we
do not sell it to them under these terms somebody else will.

Senator MONDALE. That is right.
The CHAIRMAN. I would like for the representatives of Treasury,

State, and Commerce present to take note of it and to provide us
with what they have on the subject. We will try to help you get that
information.

Senator MONDALE. Thank you.
(The following was subsequently supplied for the record:)



Comparative terms of economic assistance programs of the United States and other industrialized countries

Net bilateral
grant and loan
disbursements

in 1971
AversRe grace (millions ofCountry and agency Interest rate (percent) Maturity period (years) dollars)

United States: Agency for International Development ---------- 2.0-3.0 Up to 40 yrs ----- 9. 7 1$2, 900
Canada: Canadian International Development Agency------ 0-3.0 30 to 50 yrs ------- 9. 9 295
France:

Ministry of Economics and Finance ---------------------- 3.0-4.0 15 to 20 yrs.. 3.2 980
Ministry of Foreign Affairs. ----------------------------- 0 Grant .................
Caisse Oentrale de Cooperation Economique --------------- 3.0-5.0 5 to 20 yrs -----------------------------------

Germany :Kreditanstalt fur Wiederaufbau ------------------- 2.0-3.0 22 to 30 yrs ------ 8. 3 528
Italy: Mediocredito Centrale ------------------------------- 3.0 I Iyrs. (avenuge)__ 20.5 137
Japan: Overseas Economic Cooperation Fund ----------------- 3. 0-5.0 20 to 25 yrs ------- 6. 7 432
United Kingdom:

Overseas Development Administration -------------------- 0 25 yrs ------------ 6.3 487
Export Credits Guarantee Department ------------------- &5 Up to 15 yrs ----------------------------------

I Includes $1 billion under Public Law 480.

0n



Comparative terms of export credit programs of the
other industrialized countries

United SWttes and

Interest rate I Percent of contract
Country and agency (percent) Maturity value covered I

United States: Export-Im- 6. 0 Up to 15 years .... 90
port Bank.'

Canada: Export Develop- 6. 0 Up to 20 years..--- 85
ment Corporation.

France: Banque Frangaise • 5. 8-6. 5 Up to 12 years....-- 90
du Commerce Exterieur.

Germany:
Kreditanstalt fur Wie- 7. 8-8. 5 8-15 years ......... -70, $ 76.5

deraufbau.
Ausfuhrkredit-GmbH 8. 5-10. 5 Up to 15 years....

Italy: Mediocredito- 6. 5 Up to 10 years....-- 80-90
Japan: Export-Import Bank 4. 5-7. 5 Up to 20 years- 49-64

of Japan.
United Kingdon: Export 6. 0 Up to 15 years.... 80-85

Credits Guarantee De-
partm-nent.

I Interest rates do not include private financing costs, insurance, or other fees, some of which might add
2 to 3 percent to the cost of borrowing from the U.S. Eximbank and some other export credit agencies.

a The percent f contract covered includes that portion of the transaction financed through private credits
guaranteed by the U.S. Eximbank and some other credit agencies.

a U.S. Export-Import disbursements totaled $1,400,000,000 in 1971. Comparable figures for the other
credit agencies were not available.

4 Supplier's credits.
A Buyer's credits.

Terms of U.S. foreign military sales programs

Interest rates Maturity Grace period

Cost of money to U.S. Government.' (7 5 to 10 years-.... 1 to 2 years.
percent-September 1973).

I Rate extended to borrower is cost of money to U.S. Government. Interest rate on Department of De-
fense money, when used in combination with private credit, may be lower so that combined credit to bor-
rower remains at cost of money to U.S. Government.

The CHAIRMAN. Senator Packwood just left the room. It was his
turn.

Senator Gravel.
Senator GRAVEL. I was not quite sure, Senator Humphrey, if you

said that this would not support high technology exports to these
poorer countries?

Senator HUMP REY. I said, Senator, that that would be within the
jurisdiction of the advisory committee but that under present rules
of the AID administration, and it is my hope that this program is so
designed to be under AID, that the high technology would not be the
subject of export under this program.



Senator GRAVEL. The only problem I have with this is that, as we
both recognize, high technology exports could be used to compete
very quickly with us in many areas since we are a high technology
country. Furthermore, it seems to me that this program appears to
be a type of commercial imperialism, although that term may sound -a
little harsh. That is, we have to reach out and get markets because it
creates jobs at home. Probably the best example I could show this
with is the case in Libya where the Italians were finally ensconced
as a result of their activities prior to the Second World War. The
British, abetted by our foreign policy, were able to get the Italians
out of Libya because they wanted it as part of their economic arena.
All we had was continuous economic agreement which was severed
immediately while the Italians had large scores of people in Libya.
We had a situation in which there was a true Western incursion of
some permanence in Libya, had it not been for the attitude of elbowing
the other guy out. So I am not chagrined to see Canada aggressively
pursue markets, or Britain or Japan either. I think that is a healthy
situation.

Senator HUMPHREY. Do not misunderstand me, I am a competitor,
so are you, in politics, and I do not want in any way to say they
ought not to do that. I simply said if we are going to be in the contest,
that I do not think we ought to be running on one leg.

Senator GRAVEL. Let us define precisely what the contest is. As
Senator Ribicoff was alluding to, and may have brought out if he
had more time, there is an evolution taking place in the acquisition
of capital, which is a very painful process. You go from sweat shops
to high technology. Essentially what you have is a program designed
to get them from a subsistence level to the sweat shops as soon as
possible, so that they can evolve to a higher level in ensuing years.
I do not particularly want to see us -export to get these people into
the small hand shoe factories so they can sell us this humble sweat off
their brow. If anything, I think we might move more rapidly to a
cybernated society by a rapid dispersion of high technical capital
intensive equipment around the world rather t an what has been
the customary evolution in our industrial society.

Senator HUMPHREY. Yes. Well, I think the point has to be, the point
I was trying to make, which I hope makes some sense, is that we are
not attempting here to use the export program as a way of setting up
under concessional terms, industries or factories that will be competi-
tive on unfair conditions to American goods.

Senator GRAVEL. The export credit proposal stipulates that no more
than 20 percent of the goods produced abroad as a direct result of
loan activities could be exported back to the United States. In other
words, as soon as they began producing, you sort of nip them in the
bud so they will not hurt us.

We give factories to them so they can set up the sweat shop. Then,
as soon as they are ready to export back to us, we shut off the market.
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I suspect we will have frustrated them at that point in time. They
will go running to the Canadians and to the Germans because they
are so teed off at us.

Senator HUMPHREY. I do not think that has been the case in the
past with the operation of AID. There is that possibility.

Let me say a word about high technology. I am no expert in it but
one of the big problems we had with the programs in the past is that
we have always been interested in helping countries build big steel
factories and big electronic instrumentations and we find out that
they just do not have either the educational base, the management
base, the middle management base, the supervisory base, the skilled
labor force to operate them. You do not make a high technology
country by merely exporting them computers. It takes years to train
a population to be able to use high technology. This is why high
technology is something that we can talk about rather freely because
we have lad a 150 years of public education with large masses of our

people being brought into an education experience but other countries
ave not had that, particularly the countries we are talking about

where the rate of literacy is 75 to 80 to 90 percent and per capita income
from $50 up to $375. They need some basic, they need some things
that make rife worthwhile, they need a pump to get a well.

Senator GRAVEL. Senator, I share your emotional concern for these
nations and applaud it. I think your motivation is sincere.

Senator HUMPHREY. Thank you very much.
The CHAIRMAN. Senator Roth.
Senator ROTH. It is always a pleasure to have the junior Senator

from Minnesota before us and I sympathize with his objectives. I do
have some questions. I am a little concerned as to whether or not we
heve a mixed bag here. Is this program primarily for the purpose of
increasing exports? Or would you say it is primarily to help the under-
developed countries? What is the pncipal purpose?

Senator HUMPHREY; It is both, and it is a happy combination
because I do believe its first purpose will be, of course, to be of some
help to the less-developed countries, countries that today are not
receiving the kind of credit terms from the United States that can
be helpful to them.

Second, it will immediately give some help to exports but in the
long term will give much greater help because I believe-it is fair to
say that our experience in market development either at home or
abroad indicates that you sometimes make initial investments which
for a period of time are not too productive but in the long term are
valued to b6 very productive.

This is the way many a product has been marketed within this
country. This is the way, for example that a little product called the
soybean. We spent millions and millions of dollars talking about
subsidy. The soybean producers of this country were subsidized and
market developed all over the world and today soybeans are more -
valuable than gold to the American economy. It is better to have a
room full of soybeans than a room full of gold. And we did that by
market development and I was one of the authors of that program.
It is a part of Public Law 480 and that market development took 10
to 12 years. We spent millions of dollars and today it is one of-there
is no end to the demand for that product. That had to be developed.

Senator ROTH. Could I ask this question? In administering this
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law, in deciding whether or not to make a loan, to what detail would
the administration be expected to consider the impact on the local
economy? Let us say we have two proposals before us. One is the
si ple matter of promoting the export of American goods, the other
is tied into some particular local development project. Are we saying
the a-dministration, whoever that may be, is responsible for, like the
World Bank, going into detail as to how these goods are going to be
used? If we are, are we-not running into some problems? Japan, for
example, has been criticized in the past for using their so-called aid
program to export goods rather than for developmental purposes.

-Senator HUMPHREY. We have criticized them for that because we
saw them taking the markets, we have been crying and I think it is time
to quit crying and go to work. I remember when Mr. Tanaka was here
not long ago, the Prime Minister, I thought he was very gracious about
it, which is their way of simply saying that, you know, you can learn
how to export. Somebody was saying, well, why do you not buy more
American cars and he said, why do you not make a car the way we like
it? We make cars the way you like it.

Getting down to this, I think we ought to have a semiannual
report, and I am going to require that as a committee amendment, as
to the impact of any of these loans or the total program on American
jobs in the American economy. This will be required as a part of this
program.

Senator ROTH. Let me ask you this. If we had two proposals, one
strictly involving American goods and having no particular impact
on development of that foreign country, and another proposal that
involved less American goods, but probably keyed in better to their
development plans, which should get priority under this legislation?

Senator HUMPHREY. I think the export would get priority under
this particular section 16 because we have in the balance of the bill
development loan funds and technical assistance for the purposes of
the improvement of agricultural production in nutrition, health and
education, and certain specified projects. The hope is that this program
will be an assist or aid to development assistance and I think it is, but
it has, as I said before, a combination of assistance to the less-developed
countries that are really less-developed, the low income countries on the
one hand, and it also has the impact of assistance to American industry
in terms of getting gpods into other markets.

Senator ROTH. I would like to make one comment. I wonder if the
language, and I have not studied it very carefully, does give this
direction. The question I have with respect to your proposal is, it does
seem it is verybroad and I agree with its purpose, but it is very broad
in its guidelines and I wonder as an administrator if one could not do
anything he wanted to. You do have language, i I might point out,
that says "with due regard," which is, I think, somewhat vague,
referring you back to some of the early objectives of the legislation.
One of the earlier objectives of the legislation is that U.S. assistance
should concentrate in particular on development, employment in-
tensive technologies suitable to the less-developed countries.

Senator HUMPHREY. Right.
Senator ROTH. This brings me to some problems raised earlier, I am

not passing judgment on it, but should this program be used to develop
textile industries in some underdeveloped countries? I can read the
language that way.
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Senator HUMPHRzY. Yes, I think you have to rely upon some good
judgment of people that operate this program just like you rely on
Ex ort-Import Bank. We put biions of oilers into the World Bank
and we rely on them. One of the advantages of this program i that
before it goes into operation, Senator Roth, we will ask, and we hove
demanded that the administration present -to the Congress its plan
of action, its guidelines, so that we have a chance to review it.

Senator ROTH. But there is no power of veto, if I understand your
proposal.

Senator HUMPHREY. No; but I would think there is what we call
the power of consultation and accommodation.

Senator ROTH. One of the things that concerns me, and I will
conclude, is that will all of the criticism being made of the Congress
not playing its proper role as to whether or not this legislation has
precise enough guidelines. That is the basic question that concerns me.

Senator HUMPHREY. We might want to take a good hard look at
this, but one thing about this legislation, it is congressionally initiated.
This did not come down from on high, and I do not claim credit for its

genesis. The genesis of the program comes from Members of the
House, These men I give due credit. We think we have refined it and
made it a more acceptable program here. It is a congressional initiative
it does provide for congressional control through the Appropriations
Committee process, it does provide that the adnnistrators must come
in first with its mechanism and its guidelines and its administrative
structure and we have a 3-month period in which to take a look at it
and come back to them and if need be, pass a new law-. If we cannot
pass an amendment in three months we ought to get out-of here. We
have from April to July under this legislation and if we change it from
January to April we still have our 3 months, but I would like to work,
as I do find it a pleasure to work, with you, Senator Roth, and we
could look through the text of this and if there need to be what we
call technical or refining amendments, I think we could work those
out.

Senator ROTH. Thank you.
The CHAIRMAN. Senator Byrd.
Senator BYRD. No questions.
The CHAIRMAN. We will hear both sides of the argument in the

hearings, and we will make a suggestion. But quite apart from this'
item, which has a lot of merit to recommend it, we are expecting,
hopefully in the first session, to have sent over here a trade bill which
is relevant to this. It is my hope that in connection with this trade bill
we can make a tremendous contribution in the areas of full employ
ment, balance of payments and balance of trade.

Now, you have been part of the administration, just like I, at one
time was assistant majority leader in the Senate. I had somewhatparallel responsibility with you in trying to consider administration
problems and all that. You and I know how the Administration likes
to send a bill up here and say fellows, that is all that can be done,
We do not want you to make suggestions. Give us what we are asking
for, it cannot be improved on.

Now, if two men are in business and they always agree, then one
of them is unnecessary. If the other fellow cannot make a contribution
he ought to go home and get in another line of endeavor. My belief is
that the Congress is here for a purpose. I believe that we in the
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Congress can make a major improvement on our balance of payments
and on our balance of trade and on making this whole trade aid loan
subsidy program work to the national interest. I think we ought to
do so. In my judgment, we are going to have the same sorry disap-
pointment as a result of this year's trade bill as we have had with -
regard to all of the other trade bills that we had great hopes for,
unless we in Congress make a major contribution.

I am here to offer you a standing invitation to take a look at the
trade bill when the House sends it, and I would suggest you offer
your suggestions to this committee. We would like to have them.
I would hope that we can incorporate some of them into the trade
bill that we work out. I am not anxious to confront your amendments
on the Senate floor. I would appreciate it, if you would suggest them
to us while the bill is still in the committee.

Senator HUMPHREY. Thank you. May I most respectfully suggest
to you I will be more than happy to (1othat because I enjoy working
with the distinguished chairman of this committee and a friend =
a colleague for many years. You are so right about administration
proposals. I have carried a few of them over here myself indicatingto my then former colleagues it was like holy writ, you know, like the
Dead Sea Scrolls rediscovered some of these administration proposals
of even previous administrations.- There is no partisan monopoly
as to wisdom, you know, or self-declared wisdom. When something
comes from the executive branch to the Congress, why you are suppos-
ed to say that is right.

I do agree with the Senator from Louisiana that when it comes over
here we do not say it is wrong but we say we would surely like to take
a good look at it and make some constructive suggestions.

The CHAIRMAN. Well now one item that concerns me in our present
bad situation is the simple matter of trying to encourage people to
spend some money investing in this country. Canada spends a great
deal more money encouraging Americans to go to Canada on their
vacation than we do encouraging Canadians to come here. They spend
a lot more money encouragingCanadians to stay home than we spend
encouraging them to come visit the United States and see what we
have here.

Up until now we have not been able to get anywhere with this
because Congressman Rooney has some very profound ideas on this
subject. For all intents and purposes he succeeded in defeating the
program that would spend money to advertise for people to visit the
United States. It would have had a tremendous return in my judgment.

If we cannot get it through the Appropriations Committees, the
tax writing committees can initiate something just as we did with
revenue sharing. Your idea about a revolving fund a self-financing
program is one way we could perhaps give the House a chance to
vote on this. I have no doubt that the Senate is going to do something.
You and I know the power of subcommittee chairmen, especially &
the House. So it just might be possible to persuade the House to do
something about this in a bill aimed at trying to correct some of the
short falls in our program.

Now when we have the trade bill before us I am here to issue an
invitation.

Senator HUMPHREY. Thank you.

20-944-73-5



The CHAIRMAN. Look at it and give us your suggestions. I would
much rather hear them for the first time in the committee than on the
Senate floor.

Senator HUMPHI1vY. Thank you I will be there.
I want to thank you for the courtesy you have extended me Mr.

Chairman and members of your committee. Thank you very mueh.
[The prepared statement of Senator Humphrey follows:]

PREPARED TESTIMONY OF HUBERT II. IIUMPHIIEY, A U.S. SENATOR FROM THE
STATE OF MINNESOTA

SUMMARY

The Export Development Credit Fund-Section 16 of S. 2335-is a Congres-
sional initiative first, developed by inembers of the House Foreign Affairs Com,-
mittee and reported by the Foreign Relations Committee by a vote of 12 to 3.

Our domestic economic problems cannot be solved in a vacuum. We need to rely
on other nations, on international systems and institutions for operation in
solving what used to be purely internal problems.

America has become depenient on the resources of the developing world-oil,
copper, tin, natural rubber, bauxite, timber, coffee, etc. American direct invest-
ment in the developing world is valued at $23 billion. This investment yields 5%
of our corporate profits.

We cannot. expect the nations of the developing world to cooperate In our own
enrichment if we remain indifferent to their needs. In fact, these poor countries
could use their growing economic power as a lever to force a change in American
policy. They possess strategic market power, they can exert Influence on world
money markets, and they could confiscate investments. They ara prepared to
exploit economic disputes between the U.S., Europe and Japan if our relations
with them are not based on constructive cooperation.

1)omestic food prices are related to the demand by hungry poor nations unable
to feed their people. We must aid them in the l)roduction of food in our own interest
as well as theirs.

We can aid the very poor nations by making our exports available to them on
terms they can afford. This type of mutually advantageous economic relationship
has become a part of European and Japanese foreign economic policy.

The Export Development Credit Fund of S. 2335 will ex pand American exports
to the 70 poorest nations containing a market of over one billion people-excluding
China.

The Fund will borrow from the Treasury or the public $3 billion and lend $2.7
billion from June 30, 1974 until December 31, 1977 to the lowest income countries,
The minimum lending terms at 30% interest, 5 years grace period and 30 years
to rep~ay. All repayments in dollars. The difference between the Fund's financing
costs and loan receipts would be met from past aid loans available at a vote of
about $300 million a year.

Poorest countries defined as those with per capita GNP under $375 a year and
special emphasis on countries with GNPs of $200 per capita.

The bill will be amended to include the Fund's receipts and disbursements in
the budget.

S. 2335 provides for Fund coordination through an advisory committee drawn
from State, Treasury, Agriculture, Commerce, Ex-Im Bank & AID. The Secretary
of Commerce would chair the Committee.

The U.S. is losing an important. share of vast markets in the developing world
to the Europeans and Japanese who have developed export credit systems at
concesional rates. From 1965 to 1971 the U.S. share in these markets increased
30%-from $3.7 to $4.8 billion. The exports of the other 15 OECD members
increased 143% from $9 billion to $21.9 billion.

Very poor countries simply can't afford American products under present credit
arrangements and Export-Import Bank credits go to the richer developing
countries.

The Funi would provide the U.S. with an institution to compete with the
Europeans and the Japanese for the first time.

The Fund will create jobs in the U.S.-as many as 50,000.
Unlike investment abroad by multinationals, the Export Development Credit

Fund would aid in the export only of American products, made by American
workers in American factor oi.

The Fund co I I export commodities such as transport equipment, electrical
equipment, agricultural equipment, tools and supplies for indu.try. ped at
domestic or non-importing export markets. -
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The Fund will not export factories or components of highly developed industry
which will build up foreign competition to U.S. industries.

The Fund will not subsidize U.S. business or a foreign business. Only another
government will benefit by the Fund'soft loans.

Many of the unanswered questions concerning the Fund's operation will be
dealt with by the Executive branch when it submits to Congress on April 15, 1974
on operational plan. The Fund will begin operating 6n-Tuly 1, 1974. t

Congress will be able to exert control over the 1 und's operation. Its borrowing
authority must be appropriated. Receipts from old aid loans used in the Fund are
subject to reauthorization and to annual appropriation.

STATEMENT

Mr. Chairman, I am pleased to have the privilege of appearing before this
distinguished Committee in favor of the Export Development Credit Fund.
(The Fund is section 16 of S. 2335, the Foreign Assistance Act of 1973.)

I wish to point out that S. 2335 is a Congressional initiative first developed by
members of the House Foreign Affairs Committee. I introduced the Zablooki-
Fraser bill with Senator Aiken because we believed that it merited the support of
the Senate as an important, new approach to our relations with the developing
countries. The bill was reported by the Foreign Relations Committee by a vote of
12-3.

My objectives before the Finance Committee are twofold.
First, I want to explain the purpose of the Export Development Credit Fund

within the context of this niew al)proach.
Secondly, I would like to outline the l)robable way the Fund would operate and

in so doing answer some of the questions raised in the Finance Committee's press
release of August 9 1973.

Mr. Chairman, the Congress considers foreign economic assistance this year in
an atmosphere still poisoned by the bitterness and despair following more than a
decade of involvement in Indochina. Our deteriorating economic situation at
home which affects every American family has intensified this mood. The result is a
growing skepticism of the need for America to play a significant role in the world-
wide struggle against )overty, disease, starvation and illiteracy.

I can well understand this sentiment.
But I want to say today that we are deceiving ourselves if we think we can

simply turn our backs on the world's poor and then set to work solving our own
economic ills.

The rising food costs, sky high interest rates, energy shortages which daily
plague our lives will not disappear even if Congress refuses to spend a single
penny on foreign assistance.

In fact, our domestic economic problems will grow worse if we abandon the
poor nations, if we are blind to their importance to our own well-being.

Few Americans realize how dependent we have become on the resources of the
developing areas of the world.

Our dependence on these countries for scarce natural resources increases every
year.

It is estimated that our imports of oil alone will be increasing by $20 billion by
1980. The supply of other important raw materials critical to our industrial
needs is in the hands of a small number of developing nations: Four countriesexport 80 percent of the world's copper supply; two countries export 70 percent
of the tin we need: the combined export of four countries accounts for more than
50 percent of the supply of natural rubber; and four countries export over half of
the bauxite needed for the production of aluminum. Even the supply of com-
modities such as timber, coffee and tea are controlled by very few developing
countries.

Beyond the area of natural resource supply our interdependence with the
developing world is evident.

-American direct investment in the developing world was given a book value
of $23 billion in 1-971-the real market value is estimated to be twice this figure.
About five percent of U.S. corporate profits are derived from these investments.
Our investments in these poor countries contribute about $1 billion to our balanceof payments.

The notion that we can somehow refuse to help the people of these nations to
solve their most urgent problems and then expect their economic and political
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cooperation in our own enrichment is sheer folly. This notion might have had some
validity in the early 1950's-with Europe and Japan still struggling to repair
their war-shattered economies and most of the developing countries of Asia and
Africa still colonies-but not in the world we live in today.

There is reason to believe that the nations of the developing world, frustrated
and bitter over American indifference to their needs, could -tse their growing
economic power as a lever to force a change of American policy.

-They possess considerable strategic market power.
-Their dollar holdings allow them to exert growing influence over world money

markets.
-Their ability to damage our investments through confiscation is a real

possibility.
-And a repudiation of debts is not out of the question.
In short, the developing countries have enough economic clout to inflict serious

damage on the United States.
The developing countries are very much aware of the individual economic

vulnerability of each one of the world's three major economic powers-the
United States, Europe and Japan. They are prepared to exploit economic disputes
for their own advantage if relations With the United States are not based on
constructive cooperation.

I believe it would be well to pay heed to the words of an economic. iamillar
with the relations between the United States and the developing world, Mr. Fred
Bergsten of the Brookings Institution. In a recent article he said:

The United States cannot buy economic concessions any more than, in
the last, it, could buy political allegiance. Indeed, hard bargaining on nu-
merous specific issues is likely in light of the sharp increase in Third World
independence and power. But U.S. policy must seek to contain such bargain-
ing within a framework of generally cooperative relations, rather than a
framework of confrontation and hostility.

And beyond the necessity of building such a framework of cooperative relations
with the developing countries, it is also clear that we have a very direct stake in
helping them with certain specific aspects of their development efforts, such as
increasing agricultural pro duction. For, unless we assist more developing nations
in the production of food, we will perpetuate a permanent group of hungry client
states dependent. on our agricultural abundance. I don't have to tell members
of this Committee the implications of this situation for the survival of large
numbers of persons whose agriculture is )arely at the subsistence level in the
best of years. Nor need I mention the effect on our own domestic food supply
and price structure as a result of continued demand by hungry people abroad.

We must take the steps today to aid the more than one billion people in this
world who are desperately poor, or we will imperil our own prosperity tomorrow.

But far more is involved than an aid relationship. Increasingly we live in a
world where the most urgent. of our domestic problems cannot' be solved by
domestic actions alone. Increasingly we must turn to other nations-or to inter-
national system and institutions-for cooperation in solving what used to be
purely internal l)ro)lems.

This is true of narcotics, and of its corollary, crime in out streets.
It is true of the security of our airways against skyjackings.
It is true of our efforts to protect the earth's environment from deterioration

and to assure that there will be meat in our markets. It is true of our important
need to bring order to the use oif the oceans and to protect threatened species of
fish.

It is true of the protection of American jobs, of American investment abroad,
of the value of the American dollar. The list, could go on.

We live in a world where our actions affect other people and their actions affect
us-in a world where we depend on healthy, orderly functioning of international
systems and institutions, which in turn depends on mutual cooperation. And the
simple fact is that if we want international arrangements to work well, we must be
,-ure that. the over 100 pror countries containing almost three-quarters of the
world's people are getting a good enough deal out of cooperating with us to want
these arrangements to work.

One of the ways in which we can demonstrate otr-disposition to cooperate with
the poor countries is by making our exports available to them on terms they can
afford. Doing that may be of direct hell) to them, but it is also an investment in
making the world work better, to everyone's benefit. And it is a way of fostering
mutually advantageou economic relations with countries whose importance to us
Is growing daily.



Our economic competitors have recognized this fact of life. The Europeans and
the Japanese are making their relations with the developing world a high priority
of their foreign policies. The Common Market Is making a major effort in Africa
among former French and British colonies. They have even begun to line up
economic allies in Latin America. The Japanese are developing economic relations
with a similar aggressiveness in Asia and elsewhere.

It is with these facts in mind that the new approach to our relations with the
developing countries which is at the heart of S. 2335 was devised. The bill deals
with these new realities in three ways.

1. The bill seeks to focus our bilateral development aid program-for which
this authorization is the smallest in twenty-five years--on solving the most
pervasive problems confronting the por countries, primarily in the areas of
food production, nutrition, and rural development; population planning and
health: and education and human resource development-and to do it in ways
that will not just enrich a small elite, but will enrich the lives of the majority who
are poor.

2. The bill seeks to improve the coordination of all U.S. policies and programs
affecting the development of the: poor countries-whether in the areas of bilateral
or multilateral assistance or in fields such as trade and monetary relations, U.S.
investment abroad, the availability of sources of energy, the exploitation of the
oceans, or the protection of the environment.

3. The bill seeks-through creation (if the Export )evclopment Credit Fund-
to exl)and U.S. exports to the a)lproximatelv 70 poorest countries in the world-a
potential market, excluding China, of well over a billion pl)(,le-by providing
credit on ternis that, will enable these countries to buy American goods and
services which contribute to their development.

All three of these elements proceed from a new appreciation of our broadening
relationship with the developing world and ai'6 important l)arts of our attempt
to deal realistically with this evolving relationsl-;p.

Let me turn now to the specifics of the Export developmentt Credit Fund-
what it would do, how it would operate, how it would be financed, and the like.

The Export-Development Credit Fund would authorize the President to borrow
either fromi the Treasury or the l)ul)lic tip to $3 billion and lend up to $2.7 billion
between June 30, 1974 and Decemnber 31, 1977 to the lowest income countries to
finance U.S. exports. Ten percent of the Fund would be reserved for losses.
"Lowest income countries" are defined as those with per capita GNP below $375
a year with particular emphasis on those with per capita GNP under $200 a year.

The Fund's lo.ns would be concessional, with the minimum terms set at 3%
interest, 5 years grace period and 30 years to repay. All repayments would be in
dollars. These terms are harder than the minimum terms for AID development
loans and could be harder still for some countries using Fund credits.

The difference between the Fund's financing costs and loan receipts would be met
from receipts front past aid loans which are already available for relending at a rate
of about $300 million a year.

I want to emphasize that the Fund's net cost would be funded from the loan
receipts that, would otherwise go to AID for relending, and not from new appro-
priations.

No additional tax revenues would be required.
The Fund would involve an increase in the public debt equivalent to its

borrowing.
Under the bill as reported, the Fund would be treated exactly the same as the

Export-Import Bank in terns of exclusion from the budget. However, the Admin-
istration and some Memlbers of Congress have questioned this provision, and I see
no reason why the bill could not be amended to provide for inclusion of the Fund's
receipts and disbursements in the budget if that is deemed desirable.

The Fund would be closely coordinated through an advisory committee which
would include State, Treasury, Agriculture, Commerce, the Fxport-Import Bank
and AID. I believe that the Secretary of Commerce would be an appropriate chair-
man of this committee because of the Fund's export expansion function.

A quick examination of American export statistics to the lowest income countries
points to the very real need for the Fund.

-In the 70 or so countries with a per capita income below $375 a year, U.S.
exports increased 30 percent from 1965 to 1971, from $3.7 billion to $4.8 billion.
However, exports of the other 15 members of the OECD jumped 143 percent, from
$9 billion to $21.9 billion.

-In eleven of the poorest nations with nearly 90% of the population of the non-
communist countries with annual per capita incomes below $200, U.S. exports
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dropped from $1.7 billion in 1906 to only $1.2 billion In 1972. But the exports of the
other OECD countries increased during that same period from $2.9 billion to $4.3
billion.

These figures of a declining American commercial and economic role in a very
large and potentially lucrative market have resulted from one simple fact: very
poor countries simply can't afford to buy American machinery, steel, fertilizer
and other goods under present credit arrangements.

Ex-Im Bank credits go to the richer developing countries. In 1972, the Ex-Im
Bank financed 57 percent of our exports to countries with per capital incomes
from $200 to $500. The Ex-Im Bank financed only 9 percent of U.S. exports
to the poorest developing countries. In sum, lExport-Inport terrTrare too hard,
in the first place, and they are in any case not available in large amounts to the
)oorest countries-which Ex-hm, as a bank, generally considers too risky for
large exposure. Private commercial loans are scarce, anid cah sales are few. The
result has been a serious loss of markets for American goods and services.

The Europeans, Japanese and Canadians have seized upon this lack of American
initiative and our failure to pl)an for the future. They have developed markets
in many p)oor countries by combining aggressive export promotion programs with
attractive financing on terms poor countries can afford.

The French and Japanese in particular have mixed normal export credit funds
and aid funds in the financing of l)rojects of larticular long run export interest
in order to make their experts more competitive. Both the Japonese Export-
Imnl)ort Bank and the French development and export credit agencies. have great
flexibility ,and are able to coordinate the use of aid funds and export loans.

No American institution has been -ble to match this flexibility in overseas
financing. The Export J)evelopment Credit Fund would provide the U.S. with
this calabilitx for the first time.

I believe tile time has come for u, to recognize that we are needlessly losing
markets in the developingg countries t. the E-:uropeans, Japaniese and Canalians
because we are unwilling to adopt wtctieces which make mr products credit
competitive. Not only is foreign competition :i growing source of difficulty at
home, but these oversea- markets are in the pr,,('(,' of heing developed by many
of the saei foreign concerns which lon l:irge on the Ainericam1 economic scene.
There is also much evidence to substantiate the fct that once overseas markets
are lost audIn Elrol)ean or Japanese firm, nre in place, it is an uphill struggle to
estlablish American sales outlets, service facilities and other financial and coin-
nmrcial components needed to develop viable markets for U.S. goods.

By greatly expanding American exl)(,rts to the l)oor(,.-t developing countries,
the Export. l)evelpment Credit Futid will create jobs in the United States.

The Exp.ort-Inport Bank calculateso that each $12,500 of exports creates one
U.S. job. Maxinium use of funds authorized for the EI)CF could mean an addi-
tional 50,000 American j(obs.

The Congress, and the Finnwee Commmittee in particular, have been greatly
concerned with the export of American jo)s and capital by the multinational
corporations.

Unlike investment abroad I)v-a multintionnl crporation, the Fund would aid
the exl),rt only of Am.rican l)roducts m'ade by American workers in the fifty
States. The Fund would concentrate on commodtis such is transport equipment,
electrical equipment, agricultural equipment, and tools and supplies for industry
aimed at domestic or non-competing exwrt markets-not on financing the pur-
chase of advanced technology in either 'goods or services which would put these
very poor countries in a position to compete with American indu.try. The Fund
is not meant to export. factories or t he components of highly developed industries.

I believe that the Fund will be good for the American worker. If I didn't, I
wouldn't support it.

I want to clarify an important point. The Fund would provide no dir,,ct subsidy
at all to U.S. business or to any business in a developing country. The Fund's
concessional terms would not be available to foreign companies importing U.S.
goods and services, but only to the governments of the importing countries.

Mr. Chairman, the Foreign Relations Committee intentionally delayed the
operation of the Fund until July 1, 1974.
I A postponement of the actual start-up of the Fund will provide th- Executive

Branch with enough time to prepare a detailed operating plan for the Fund. Si
2335 requires the President to provide the Congresss by April 15, 1974 with 0.
detailed plan for the Fund's implementation.

Many of the questions which have been raised about the Fund's operation will
be discussed In the report. :

BEST COPY AVAILABLE



The Finance Committee, as well as the Foreign Relations Committee, will have
an opportunity to review the Executive Branch's plan.

I also understand that the Administration witnesses scheduled to appear before
the Finance Committee are now prepared to deal with some of the operational
questions that have been raised, as well as propose a revision of the implementation

ates.
In additiow-to the opportunity which the Congress will have to review the

Administration's detailed proposal before the Fund begins to operate and the
built-in limitations provided in the bill (such as the ceilings on both borrowing
and lending levels and a fixed termination date for the Fund's operations without
further Comigrcssional action), the bill contains a number of other means of keeping
the Fund's activities under continuing Congressional control.

The bill requires that the Fund's authority to borrow must be specified in
annual apl)ropriation acts. The Fund cannot borrow a dollar without Congres-
sional approval through the apjpropriation process.

The receipts on old aid loans which the Fund is authorized to use arc subject
to reauthorization by the Congress when the foreign economic assistance program
is renewed every year or two and are also subject to the annual appropriation
process.

In formation about the Fund's activities would be available to the Congress in
the usual ways-through specific requests, through presentation of information
in support of Executive Branch budget requests for authority to borrow and
Iroposed lending levels, and through the bill's requirement for a complete and
detailed sem iannual report on the Fund's operations.

Finally, I urge you In your consideration of this proposal to not lose sight rof one
of the important purposes and effects (of the Fund in addition to its potential for
expert expansion and development of mutually advantageous trading relation-
sllps-heilping people so that they will be able to hel l) themselves.

The Export Development Credit Fund will bring plows to Mali so that farmers
will no longer be dependent to sticks to till the surface.

The Fund will )rovidc machine to Is for back-alley shops in the cities of Pakistan.
It will provide medical supplies so that a young child in Sudan will avoid the

scmrge of filariasis
It will l)ermit an unemployed w worker in Bolivia to work in a small factory.
It will provide truck to haul produce to market in Nigeria.
It will provide the villagers of Bangladesh with the pumps that make possible

a second, dry-season crop.
In other words, the Fund combined with a revamped bilateral assistance

program ig targeted at the human needs of the poor.
For all these reasons, I strongly urge this Committee to comment favorably

on Section 16.

The CHAIR.n x. Thank vou.
Next we will have a panel of witnesses, made up of three Members of

Congress who support this position. They have agreed to testify
together. The Honorable (lement J. Zablocki of Wisconsin, the
Honorable Dante Fascell from Florida, and the Honorable Don M.
Fraser from Minnesota.

I will ask the Senators on the far end of the table to ask the first
questions.

STATEMENT OF HON. CLEMENT 3. ZABLOCKI, A REPRESENTATIVE
IN CONGRESS FROM THE FOURTH CONGRESSIONAL DISTRICT OF
THE STATE OF WISCONSIN

Mr. ZABLOCKI. Thank you, Mr. Chairman and distinguished mem-
bers of the committee. I want to thank you for the opportunity to
appear before you today in behalf of legislation authorizing the
proposed Export Development Credit Fund. I' welcome the conl-
sideration being given by this important committee to -this proposal.
Almost anything we will say unfortunately will be repetitive after
the excellent testimony given by Senatcr Humphrey.
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In the interest of time, if it is acceptable to you and the members of
the committee, I will summarize my statement and probably go into a
little detail on one or two issues.

The proposed Export Development Credit Fund is a major conmpo-
pent of the foreign aid reform advanced by the Senate Foreign Re-
lations and House F6reign Affairs Committees. The reform is a con-
gressional initiative aimed at removing deficiencies that have de-
veloped in our traditional foreign assistance program and restructur-
ing it to meet present-day realities.

The proposal has drawn wide support albeit, of course, there was
some opposition to the proposal because the proposal was widely
Misunderstood in some segments of our economy.

Mr. Chairman, the Export Development Credit Fund would narrow
the focus of U.S. bilateral economic aid to concentrate on the acute
problems common to the developing countries, such as food pro-
duction, population growth, and health and education.

(1) Create an Export Development Credit Fund which would give
the United States a better chance to compete in the market of the

oorer countries and provide a means for us to reduce our larg6-scale
ilateral development lending; and,

(2) Provide for a coordination of U.S. activities bearing on de-
velopment that has been lacking in the past. The fund would promote
U.S. exports to the poorer countries by offering them concessional
credit terms for purchase of U.S. products needed for their develop-
ment. Like the Export-Imnport Bank, it would be financed by public
debt, all subsidy and operational costs would be covered by
payments from past aid loans.

It is not true that the Fund would take away American jobs by
promoting exports of U.S. factories to other countries. To the con-
trary, it is estimated the lending operation proposed in S. 2335
could create up to 50,000 new jobs in this country-by increasing sales
of American goods abroad.

We in the House who helped draft similar legislation, are keenly
aware of American labor's legitimate interest. The legislation makes
plain that the Fund is to contribute to, and I quote, "high levels of
employment and income in the United States," and not export our
factories overseas.

We have made it clear again and again that the exports which will
be funded will be finished products made with American labor, not
plants whose output will some day compete with American-made
goods. To confirm that view one only need look to the legislation
itself. Under section 901, the general authority section, it states, and I
quote:

The Fund is being created in the interest of increasing United States exports to
the lowest income countries thereby contributing to high levels of employment and
income to the United States and to the establishment and maintenance of long-
range, growing export markets.

The proposal refers to high levels of employment in the United
States, not abroad. It talks about contributing to high levels -of
income in our own Nation, not overseas.

Let me call your attention, Mr. Chairman, to other language in
section 901. Subsection (b) states that the President provide ex4nsion
of credit, and I quote:
For the purpose of facilitating the sale of United States goods and services with.
advance mutual development.
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The language states quite plainly that the goods and services are to
be American produced, not produced abroad, and they are to be sold
on credit to the mutual benefit of both countries, not Just the benefit
of the recipient nation. In order for truly mutual benefit to result,
sale of those goods must contribute to the high level of employmenL_.

.... andincome in the United States, otherwise there is no mutuality.
It shouhf ialso be pointed out that the goods and services provided

under the Fund must be of a developmental character with special
reference to section 102(b) of the act. That section makes clear that
the United States aid is to be channeled away from industrial products
and into areas of agricultural production, nutrition, health, education,
and family planning.

It is clear,-M-r.44iairman, from this language, that the entire
concept of the Fund and of the new Mutual Development and Co-
-operation Act is alien to the idea of exporting entire industrial plants
or various capital goods which can be used to displace American-made
products, either in the near or long term.

The point is made explicitly in the House committee report on the
Mutual Development Cooperation Act. Let me quote at this point,
because 1 am sure Senator Roth, this will partially reply to your
concern about exports and the proposed bill.

And I quote:
Further, development in this context does not inean industrial development

through exporting to the United States or competing with the United States
exports; The provision,; of Sections 201 and 211 dealing with possible adverse
effects on the U.S. economy, with special reference to areas of substantial labor
surplus, and on the United States balance of payments, would apply to the Fund.'
The Fund shall not be used to displace production of or use of modern equipment
and facilities in the United States.

Some of that language was added at the directt suggestion of the
legislative department of the AFL-CIO. Also, at its suggestion we
added new language to section 640B, which establishes a new mecha-
nism for coordination of U.S. development efforts abroad and requires
a Presidential report on U.S. actions affecting the development of
low income countries.

As a result of consultation with representatives of labor, we added
language mandating the President's report must also assess the impact
of foreign assistance on "the national income, employment, wages,
and working conditions in the United States-"

The proposal for the Fund was approved in cur committee by a
vote of 24 to nothing: When the bill, H.R. 9360, came before the House,
however, the provision for the Fund was deleted by a vote of 240
to 137.

As I indicated earlier, I believe this vote on the House floor on July
26 was due largely to a misunderstanding which could not be cleared
up fast enough as we moved toward passage of the aid bill. Some
Members of the House had the impression that the Office of Manage-
ment and Budget was against the Fund on the ground that the moneys
appropriated to the Fund and the net effect of the Fund operations
would not be included in the U.S. Government budget. However,
after conference with Mr. Roy Ash, our distinguished colleague from
Florida, Mr. Fascell, offered an amendment to make it clear thit the
Fund would be included in the budget. The amendment was supported
by the chairman of the House Appropriations Committee and adopted
by the House. Unfortunately, the whole proposal, nevertheless, was
defeated. l . ..



-.Mr. Chairman, to make plain that the Office of Management and
Budget does in fact support the proposed Fund, I ask your permission!
to submit for the record a letter from Mr. Roy Ash, Director of th&
Office of Management and Budget, and I shall quote now only a couple,
of sentences from that letter from Mr. Ash.

Our understanding of OMB's position on the Fund is correct. The Office -of
Management and Budget was not opposed to the Fund as contained in H.R. 9360
as reported, provided that the bill was amended to assure the Fund's financial
operations would be included in the total of the budget. We, therefore, were in
favor of Representtive Fascell's floor amendment. Tills is still our position.

Mr. Chairman, distinguished Senators, I hope I have conveyed in
my brief statement, that the Export Development Credit Fund is a
basic component in our effort to move away from the old foreign aid
program. The Fund offers a way to shift from bureaucracy to business
in supplying American goods needed by developing countries. It
will give American business a decent competitive opportunity in
important foreign markets.

It will increase employment for Americans at home and improve
our balance of trade abroad.

As I noted earlier, this new realistic approach to foreign assif.taice
has received considerable backing from both within the Government
and in many segments of our society. I urge this committee to add its
wholehearted support.

Thank you, Mr. Chairman.
[Mr. Ash's letter and Mr. Zablocki's prepared statement follow:]

EXECUTIVE OFFICE OF THE PRESIDENT,
OFFICE OF-MANAGEMENT AND BUDGET,

Washington, D.C., August 29, 1973.
lion. CLEMENT J. ZARLOCKI,

House of Representatives,
Washington, D.C.

D .AR MR. ZATLOCKI: This is in reply to your August 17 letter concerning the
proposed Export Development Credit Fund in H.R. 9360, as reported by the
Committee on Foreign Affairs.

Your understanding of OMB's position on the Fund is correct: The Office of
Management and Budget was not opposed to the Fund as contained in 1H.R. 9360
as reported, provided that the bill was amended to assure that the Fund's financial
operations would be included in the totals of the budget. We, therefore, were in
favor of Representative Fascell's floor amendment. This is still our position.

I regret that there has been any confusion or misunderstanding about OMB3's
position on-this matter, and am happy to have this opportunity to clear it up.

Sincerely, 
(5) Roy L. Ash

Roy L. ASH,
Director.

PREPARED STATEMENT BY THE HONORABLE CLEMENT J. ZAULOCKI, A REPRE-
SENTATIVE IN CONGRESS FROM TIE STATE OF WISCONSIN

Mr. Chairman and distinguished Members of the Committee:
Thank vou for the opportunity to appear before you today in behalf of legisla-

tion authorizing the proposed Export Developihent Credit Fund.
I welcome the consideration being given by this important Committee to this

proposal.
The Fund is a major component of the foreign aid reform advanced by the Senate

Foreign Relations and House Foreign Affair Committees. -
As sponsor of the aid reform legislation incorporated in the House-passed bill;

perhaps I can be most helpful by outlining briefly the philosophy and general coPn
text of our effort to restructure the U.S. bilateral economicassistance prograr'a,



A Tl ~p~ir t hiukng ,ilIght qpote from a letter. sent t the Presideat lt
prllAI by 1 lMembera of th 4 J owe Foreign Affairs Committee, hcluding ny,4

self, We told the President-and I quote:
"We believe that the time has come to put an end to foreign aid as it has been

conceived and administered in the past. I _ -"in our view, many of the conditions which once made that program effective
and feasible no longer obtain. The needs of developing countries have changed-
and so have our own requirements here at home.

"This does not mean that we advocate withdrawal from our responsibilities as a
member of the international community.. .

"What we do overseas in the "uture, however, must be related to our own na-
tional needs and our capacity to meet them."

In calling for an end to the "traditional" type of foreign aid known since the
Marshall Plan, we had in mind such criticisms and changed conditions over the
years as:

An inadequate sharing by the poorest masses in the developing countries,
in the benefits of economic development achieved with our aid.

Excessive American bureaucratic involvement in the economic develop-
ment programs of aid-receiving countries, at a time when they are increasingly
able to handle these themselves.

The drop-off in American exports to much of the developing world, while
our competitors in Europe and Japan expand their sales to these important
and growing markets.

And, of course, America's deep financial problems in recent years. I refer
both to balance of payments and trade difficulties abroad and to our deficits
here at home.

It was in this context, with these thoughts in mind, that a reform package was
proposed in and adopted by the Foreign Affairs Committee this year during its
annual consideration of foreign assistance legislation.

The restructuring we seek will bring a)out the most extensive overhaul of our
bilateral foreign aid since the Foreign Assistance Act was enacted in 1961.

The Foreign Relations Committee's economic aid bill, S. 2335, contains similar
reforms.

The Foreign Affairs Committee action followed a month of hearings. Our
reform proposals drew wide support.

We had support from the Administration. We had support from labor, including
the President of the United Automobile Workers Union; from representatives
of industry, banking and finance, including the President of the National Associa-
tion of Manufacturers; from farm coo)eratives, credit unions and other organiza- -

tions, including the National Farmers Union; and from a host of others with a.
variety of interests.

The main reform features of the bill, 1.1R. 9360, as reported by our Committee,,
and S. 2335, as reported by the Foreign Relations Committee, include:

First, narrowing the focus of U.S. bilateral economic aid to concentrate on.
acute problems common to developing countries, where the aid benefits will
reach the poorest masses of people.

We specified these problem targets: food, rural development, and nutrition;
population growth and health, and education and human resources development.

Second, creation of an Export Development Credit Fund which would accomplish.
two things: It would give American goods a better chance to compete in the
markets of the poorer countries: and it wquld provide the means for us getting
out of large-scale bilateral development lending.

And thitd, provision for coordinating all U.S. activities that bear on develop-
ment. Such coordination has been lacking in the past.

As you can -see, the proposal to establish the Export Development Credit,
Fund, contained in the bill S. 2335 which has been referred to your Committee-
for consideration, fits into the reform effort in important ways.

Just as the Export-Import Bank offers credit to countries which can afford its
relatively hard terms, the Fund would promote U.S. exports to the poorer countries
by offering them concessional credit terms for purchase of U.S. products needed
for their development.

The Fund would be financed by public debt authority. All subsidy and opera.
tional costs would be covered by repayments from past aid loans.

In this manner, the Fund would offer a means of shifting away from the tradi-
tional, government-to-government loans which have characterized our aid in the
past. As our Committee report states:



"The Committee anticipates that to he fullest extent poebl6lt *,di~jf
under the Export Development Credit FundWill be *ubstlttIted fd' .er63f4511
lending as a means of providing needed' products to developing oountres 6ld
introducing American goods to their markets."

Further, in line with the reform philosophy, the Fund by its recourse to market-
place borrowing and its facilitation of commercial transactions between prlvhite
parties in the United States and the importing countries would stimulate involve
ment by private enterprise in the development process and help our balance of
trade.

Moreover, the use of this approach would reinforce the assignment of primary
development planning responsibility to the aid-receiving countries, rather than to
Washington bureaucracy.

I wish to lay to rest one misconception I have heard about the Fund. That is
that it would take away American jobs by promoting export of U.S. factories to
other countries.

Nothing could be further from the truth. In fact, we estimate that the Fund
would create jobs for American workers by increasing sales of United States goods
abroad.

If the lending operation proposed in S. 2335 is approved, up to 50,000 new jobs
could be created in this country.

Fears that, creation of this Fund will have an adverse effect, on einployment are
groundless. Those who make such charges have no'basis for then.

Those of us in the House who helped draft this legislation have been keenly
aware of the legitimate interests of American labor.

We have made it, clear again and again that the exports which will be funded will
be finished I)roducts-inade with American labor-not whole manufacturing
plants whose output will some day compete with American-made goods.

To confirm that view, me need only look to the legislation itself.
Under Section 001-General Authority, it, states that the Fund is being

created-and I quote:
"In the interest (if increasing United States exports to the lowest income

countries, thereby contributing to high levels of employment and income in the
United States and to) the establishment and maintenance of long-range, growing
export markets . .

The )rol)osal refers to high levels of employment in the United States-not
abroad. It talks about contributing to high levels of income in our own nation-
not overseas.

Let me call your attention 1o other r language in Seeti',n 901. Subsection (b)
states that the President provide extension of credit-and I quote-
" .for the purpose of facilitating the sale of United States goods and services

which advance mutual development.'
The language states quite l)lainly that the goods and services are to be American

produced, not produced a)road. And they are to be sold on credit to the mutual
benefit of both countries-not just the benefit of the recipient nation. In order for
a truly mutual benefit to result, sale of those goods must contribute to high levels
of em ployment, and income in t he United States. Otherwise, there is no mutuality.
It. should also be pointed out that the goods and services lrvided under the

fund must, be of a developmental character, with special reference to section 102(b)
of the Act. That section makes clear that U.S. aid is to he channeled away from
industrial projects and into areas of agricultural production, nutrition, health,
education anti family planning.

It is clear from this language that the entire c(ncept of the lund and of the
new Mutual developmentt and Cooperation Act, is alien to the idea of ex )orting
entire industrial l)lants or various capital goods which can be used to displace
American-nmade products, either in the near or long term. --

The point is made explicitly in the House Committee Report on the Mutual
development and Cooperation Act. Let me quote it, at this point:

"Further, development in this context does not mean industrial development
through exporting to the United States or competing with U.S. exports. The
provisions of Sections 201 and 211 dealing with possible adverse effects on the
U.S. economy, with special reference to areas of substantial labor surplus, and
on the U.S. balance of payments, would apply to the fund. The fund-shall not be
used to displace production of, or use of, modern equipment and facilities in the
Unit-d States."

Some of that language was added at the direct suggestion of the legislative
department of the AFL-CIO.



73

'As at ItA suggestion, we added new language to Section 640B whicheabiahes
U new mechanism for coordination of U.S. development efforts abroad and
requires a Presidehtlal report on U.S. actions affecting the development of the
low-income countries.

As a result of consultation with representatives of labor, we added language
mandating that the President's report must also assess the impact of foreign
assistance on "the national income, employment, wages and working condition$
in the United States."

The proposal for the Fund was approved in our Committee by a vote of 24 to 0.
When the bill H.R. 9360 came before the House, however, the provision for the
Fund was deleted by a vote of 240 to 137.

I believe this vote on the House floor July 26 was due largely to a misunder-
standing which could not be cleared up fast enough as we moved toward passage
of the ald bill.

Some Members of the House had the impression that the Office of Management
and Budget was against the Fund on grounds that the moneys appropriated
to the Fund, and the net effect of the Fund's operations, would not be included
in the U.S. government, budget.

However after a conference with Mr. Roy Ash, my distinguished colleague
from Florida, Mr. Fascell, offered an amendment to make it clear that the Fund
would be included in the budget. The amendment was supported by the Chairman
of the House Appropriations Committee and adopted by the House.

Mr. Chairman, to make plain that OMB does in fact support the proposed
Fund, I ask your permission to submit for the record a letter from Mr. Roy
Ash, Director of the Office of Management and Budget. I shall quote now only a
couple of sentences from Mr. Ash:

"Your understanding of OMB's position on the Fund is correct: The Office of
Management and Budget was not opposed to the Fund as contained In H.1: 9360
as reported, provided that the bill was amended to assure that the Fund's financial
operations would be included in the totals of the budget. We, therefore, were in
favor of Representative Fascell's floor amendment. This is still our position."

Mr. Chairman, distinguished Senators:
I hope I have conveyed, in my brief statement, how the Export Development

Credit Fund is a basic component in our effort to move away from the old foreign
aid program.

The Fund offers a way to shift from bureaucracy to business in supplying
American goods needed by developing countries.

It will give American business a decent competitive . opportunity in important
foreign markets.

It will increase employment for Americans at home and improve our balance
of trade abroad.

As I noted earlier, this new, realistic approach to foreign assistance has recived
considerable backing both from within the government and in many segments
of our society.

I urge this Committee to add its wholehearted support.

The CHAIRMAN. Congressman Fascell.

STATEMENT OF HON. DANTE B. FASCELL, A REPRESENTATIVE IN
CONGRESS FROM THE 12TH CONGRESSIONAL DISTRICT OF THE
STATE OF FLORIDA

Mr. FASCELL. ".Mr. Chairman, members of the committee I have a
prepared statement and I ask permission that it be included in the
record at this point. I will proceed extemporaneously in a totally
different vein to cover points which have been raised by the discussion
and questions earlier when Senator Humphrey was on the stand.

I think that we are fortunate that this committee has not adopted
the "killer" attitude in connection with the reference to it of section 16
of the foreign assistance bill. It has addressed itself seriously and com-
petently to the issue before it. I am delighted that it has. The -iuestions
have been very pointed and practical, starting with those by the
chairman himself. This is a very pragmatic approach to the issued, Mr,



Chairman, and the pursuit that the other members took shows that
a majority of the committee is vitally interested and sees a need: of
doing something without committing themselves to the"speoft '

proposal before us.
But there is a view which says, "let us not do anything." I would

like to examine that for a minute because I think that is the alternative
which is before us: Let us leave things like they are.

. Part of that view says this: That whatever foreign assistance the
United States extends, whether it be military or economic, is really
not in our best interest because what it does is to get us all involved
in these countries and that is counterproductive. Acwrding to this
view we ought not to be there at all anyway. Let us let the World
Bank do it all. Let us let the Inter-American Development Bank do
it all. Let, us let somebody else (1o it. Because we are politically vulner-
able and we get called nasty names and sometimes we even get in
trouble; the best wvay to liandle the rest of the world is stay away
from it.

Now, Mr. Chairmiuan, I (1o not believe that is logical. I do not-believe
we can do that looking to the future. I do not believe it is in our best
interests. I believe that the American people must have some direct
bilateral negotiations or business with the rest of the world, and I
think it, is particularly important that we have some kind of a foot in
the door with respect to the developing-countries.

If that is a logical position, if we agree that we cannot dump every-
thing-into the U.N., the World Bank, the Inter-American Develop-
ment Bank and other multilateral institutions, if we are agreed it is in
our best interests to maintain some kind of a bilateral program with
the rest of the nations of the world, because it is in our political and
economic interests to do so, and when we add to that humanitarian
aspect of it, it is a l)lus for the American Government. And I think on
the whole. our' record over past years has been good, not bad. When one
considers whether the money has been a "give-away," or as an invest-
ment, and however one can define the exact benefit in terms of our
country, I think that no matter which way you analyze this, Mr.
Chairman, one must come down with the ultimate conclusion that the
American people by and large, particularly since World War I, have
been a greater effort than any other people in the history of the world
to help other people.

We have not always been successful but I think it is a dramatic
record. I do not think we can turn our backs or ought to turn our backs
on that, and that is where this bill comes in, Mr. Chairman.

We can say leave the situation like it is. We have an Ex-Im'Bank.
They deal in commercial rates and they (to a good business. If that is
all the business we want, if that is all the kind of help we want, we
can let the bank compete in the high level markets in the rest of the
world and we can hold our own. I do not think there is any question
about that.

Question. Do we want to leave the rest of the market, the reat
future of the world in terms of potential -market, to the others? We
can say go ahead Japan and keep on developing, keep on exporting
your technology and your goods and your services, go ahead Germany,
Canada, all the rest-of you, we are out of it. That is what it boils down
to if we do not try to do something sensible.
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There is the other side of the coin in the developing country ,,d that
is that if they want to do something they are going to do it whether we
like it or not. Someway, somehow, they are going to get the thitigs
they want. They think it is in their best interest. -

Some way we ought to associate ourselves with this very important
development process of these people in the poorer countries. We are
in the minority, we are not in the majority. We may hold much of the
capital in the world and we may have iliuch of the technology. I am
not so sure how long we can hold on to it, or whether is would be worth
holding on to with the rest of the world struggling and going another
way with us totally on the outside. In short, Mr. Chairman,][ think it

is absolutely vital in our foreign policy interest as well as in our
economic interest, to join in the development process of these countries.

Now it is clear that there is a gap which exists, which is being filled
by other countries. What is wrong with us coming up with a program
that says we are going to participate in this area where we are losing
out because our programs are not satisfactory? Mr. Chairman, in
response to the very fine questions asked by this committee the com-
mittee has the Executive response with respect to what other devel-
oping countries are doing in this area. That one table tells the whole
story right there. We are out of it in terms of competing with those
Countries for these markets. We are out of it. We can stay out of it
if we want to, and that is where we will be if the proposed fund is
killed or we do not have something similar to it, we will stay with
what we have and hope for the best. In the meantime we disregard the
potential market of these countries for all of these years and leave
ourselves out of the very important identification of the developing
process of hundreds of millions of people who are trying to get some
of the better things in life and whose life and assistance we need in
many ways, economic and political.

In short, I believe when this committee gets through with its inter-
rogation and making its record, that there will be no conclusion, it
will be inescapable, no conclusion other than the fact that the United
States is not in this area of marketing right now, that it is an essential
matter for the development process of the developing countries With
which we ought to be reasonably associated, and that to do nothing
would be contrary and harmful to our best interests.

[Mr. Fascell's prepared statement follows:]
PREPARED STATEMENT BY Tile IIONOR.ARLF DANTE B. FtSCFILL, A REPRESENTA-

TIVE IN CONoiIESs FROM TiUE-, STATE Or FLORIDA

SUMMARY

The share of American exports in the large and growing markets of the world's

poorer countries has been declining in recent years. Our competitors, the Europeans

and Japanese, have developed vigorous financing programs under which their
goods are gaining in sales far ahead of us.

To meet this situation, we should set up the proposed Export Development

Credit Fund. The Fund would operate like the Export-Import Bank but would

not be in competition with it. It would extend easy-term credit for purchase of

U.S. development goods needed by the poorest countries which cannot afford

Ex-Im's standard terms.
The Fund, like Ex-Ini, would be financed by public borrowing authority. Its

minimum terms for credit to finance U.S. exports would be 3 percent Interest,
5 years grace, with up to 30 years maturity. It would operate under a $3 billion

ceiling, from July 1 1974 to'l)cc. 31, 1977. Its credits would be for g6ods going

to countries whose annual per capita income is $375 or less. The interest subsidy

would be covered by repayments from past aid loans,
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The Fund would foster good U.S. relations with poorer oountrioa tJrj !
promoting sales of U.S. goods helpful to their economic de.0op"e4t .w*ct. tho -
could not otherwise afford. It is a significant Congressional initiative w6ich wouit:

Reduce the need for annual appropriations of tax dollars for bilateral
development loans.

Increase the flow of development-oriented resources from the U.S. to the
poorest developing countries.

Reduce the expensive and outmoded government bureaucracy which today
administers foreign aid.

Increase opportunities for now U.S. production with consequent Improve-
ment in our employment situation.

STATEMENT

Mr. Chairman and Members of the Senate Finance Committee:
I appreciate this opportunity to appear before you. I am pleased that this

distinguished body is giving close examination to the proposal for the Export
development Creit Fund.

In the House Foreign Affairs Committee, I offered the amendment to establish
the Fund which was adopted by the Committee by a vote of 24 to 0.

This action followed a thorough-going study by the Committee both during a
month of hearings on foreign assistance legislation andbefore that, in informal
sessions by Congressmen and others interested in aid reform.

I am sorry that the House, tired by a long debate on foreign aid and apparently
misled by conflicting signals from the sidelines, subsequently struck this proposal
from our bill.

By the same token, I was pleased that the Senate Foreign Relations Committee
decided to include it as a section of its bill, S. 2335, which has been referred to you
for vour review.

At this point, the central issue before the Congress seems to be: Do we want
to become increasingly isolated from a large and important part of the world?

That is the trend now, as our trade and aid to the poorest countries shrink-
and as support in Congress for continuing with bilateral development len ding
continues to decline.

Or do we want Americam products-and American influence-to share in these
growing markets?

Our competitors, the Europeans and the Japanese, have decided what the
answer is for them. They have developed vigorous financing programs under
which their goods are gaining in sales while we lose.

Our answer could be the Export )evelopment Credit Fund-a new and largely
self-sustaining operation which could promote our sales to the poorer countries
by offering competitive financing terms for U.S. goods-while at the same time
aiding their development.

As proposed in the bill before you, the Fund would operate like the Export-
Import Bank but would not be in competition with it. It would extend easy-term
credit for U.S. development goods needed by the poorest countries which cannot
afford Fx-hni's standard terms and to which Ex-Im credits are largely unavailable.

Like the Export-Inport Bank, the Fund would be financed by public borrowing
authority.

The bill S. 2335 specifies up to 30 years maturity, 5 years grace, and at least
3 percent interest.

The terms .would be harder for borrowers which can afford them-and could
vary, depending on the type of goods being sold.
The Fund is for less developed countries whose annual per capita income is

$375 or less, with particular emphasis on the poorest countries whose per capita
income is $200 or less. Credits are to be limited to purchases of U.S. goods and
services needed for their economic development. They would finance no luxury
items, no i)lants which would export of U.S. jobs.

The cost of the Fund's easy-term credits would be covered by receipts from
past aid loans. Let me explain how this would operate:

If the Fund's cost of borrowing is 7%, and it lends at 3%, its cost on $tAilliin
of credits per year would be $40 million. This $40 million would be appropriated
from repayments on past aid loans, which now are used for development lending.

I shouldpoint out also that this interest subsidy would be subject.to the annual
appropriation process In Congress. In addition, Congress would have to approve
the Fund's borrowing authority every year.

Under the bill, the President is given the decision as to where in the government
he wishes to have the Fund administered.
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As has been done for Public Law 480, there Niould-be an advisory comn ittee
'for the Ftind. The committee would include the Secretaies. of Tf'easur 4Co1.-
merce, Agriculture and State; the President of the Export-Import Baiik and

the foreign aid administrator.
The measure reported by the Senate Foreign Relations Committee differs in

some respects from the Foreign Affairs Committee proposal. For exampe, the
Senate bill places a $3 billion ceiling on the Fund's transactions rather than our
$5 billion, and would postpone its opening effective date until July 1, 1974.

I do not oppose the modifications in the Senate bill. I am impressed by the
Senate Committee's recognition of the key issues of development and national
self-interest embodied in this bill.

We have been doing vell in our sales t) developing countries generally. Our
exports to them are upby nearly one-haif from 5 years ago, and they now buy

almost as much from us as Europe and Japan combined.
In 1972 our sales to developing countries as a whole totaled $16.3 billion. To

Japan and the European community, including the United Kingdom, they were
$1l8 billion.

But our sales to the poorest nations-$200 per capita income or less-have
been dropping both absolutely and as a-share of the market.

The Europeans and Japanese have been stepping up their governmental
assistance for their exports to these countries. American goods are at a growing
disadvantage. Iu many cases, it is lack of competitive financing terms rather
than price or quality that, blocks American sales.

It is important that we reverse the trend now so that we do not suffer long-
term disadvantage. These markets are growing and will some day be huge.

I point to Taiwai as an example. In 1960, we exported $100 million to the
Republic of China. Ninety percent of those exports were U.S. government-
financed. Last year Taiwan bought more than $800 million worth of American
products, almost none on soft terms.

There is a further factor I hope this Committee will consider. That is, that the
developing countries occupy 60% of the world's land surface and control large
untapped resources. We Americans consume 40 percent of the world's annual
output of raw materials and energy.

It is clearly in our interest, through trade and aid and other means, to foster
good relations with these countries.

Selling them American goods helpful to their economic development, which
they could not otherwise afford, is one way of keeping our lines open with them.

the Fund would-serve this important foreign policy goal.
I sincerely hope that your Committee, being knowledgeable in the way's and

means of our foreign economic policy, will consider this proposal on its merits as a
significant Congressional initiative to-

-Reduce the need for annual appropriations of tax dollars for bilateral devel-
opment loans.

-Increase the flow of development-oriented resources from the U.S. to the
poorest developing countries.

-Reduce the expensive and outmoded government bureaucracy which today
administers foreign aid; and

-Increase opportunities for new U.S. production with consequent improve-
ment on our employment situation.

The CHAIRMAN. Thank you.
Next we will hear from the Honorable Donald M. Fraser from

Minnesota.

STATEMENT OF HON. DONALD M. FRASER, A REPRESENTATIVE IN

CONGRESS FROM THE FIFTH CONGRESSIONAL DISTRICT OF THE

STATE OF MINNESOTA

Mr. FRASER. Thank you very much, Mr. Chairman, members of
the committee. I will touch just on two points and do it very briefly.
I would like to submit my statement for the record, if I may.

The CHAIRMAN. Certa y.

Mr. FRASER. First, on the question of figures that aros--the
estimate of the job creation potential. The estimate is based on the

20-954-73-----6
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calculation that $12,500 worth of exports creates one job for I year,,
If you use that, as the Export-Import Bank uses it, as the basicin'd'
with this bill as drafted proposing $3 billion over 3% years, tlis woul4

theoretically produce sofie 68 000 jobs-a year. If it moves to a 4-year
period by starting on January I rather than July 1 next year then
it would be 60,000 jobs a year. So a 50,000-job-a-year estimated, I
think is conservative.

Mr. Chairman, I just want to make one other point and that is the
fact we are losing markets in the poorest countries. There either has
been or will be submitted tables spelling this out. The fact that the
United States is dropping in its share of the exports to the poorer
countries of the world ought to be a matter of concern to somebody.
It is a matter than cannot be really effectively helped by Export-
Import Bank. Terms are too hard. Credit is too much of a conven-
tional nature, and unless we provide this additional credit facility I
fear that we are going-to lose over the long term a very important
growing market, a market important in the expansion of American
trade.

Finally, I have been a very strong supporter of foreign aid. I have
watched its gradual decline in the Congress. My own view is that if
we are going to continue to play any role in helping other countrieswe
have to marry the interest of the American business community aid
American workers with the interest of these poor countries. And that,
I think, is essentially what this proposal does. It stimulates exports
and does it in a very open manner. It creates a very constructive
relationship between the United States and the poorer countries, one
of a buyer and seller, and I think it, gets around and away from some
of the unfortunate features that have characterizedd foreign aid tn the
past.

Mr. Chairman, I hope this committee will give this matter the kind
of serious look that it, has already indicated it is going to give it and I
hope you will support it.

Thank you very much.
[The prepared statement of Mr. Fraser follows:]

PREPARED STATEMENT 1BY LION. DONALD M. FRASER, A REPRESENTATIVE 11R_"
CONoEss FROM THE STATE OF M\INNESOTA

Mr. Chairman and distinguished members of the committee, thank you for the
opportunity to appear before you today.

I will be brief. Because mv'Foreign Affairs Committee colleagues have spoken
to the foreign aid reform and the Export Development Credit Fund, I will limit
myself to responding to some concerns about the latter proposal that have been
raised in the Congress.

1. Congressman Zablocki already has dealt with the contention that the Fund
would export American jobs. I believe the opposite to be true-it will increase
jobs in the United States.

From its rb-cent experience with the job-creating effects of exports, the Export-
Import Bank has calculated that each additional $12,500 of exports creates one
new American job. Under the Senate bill's $770- million-a-year level, the Fund
would be promoting perhaps 60,000 new jobs. A more conservative estimate would
be 50 000 new jobs.

2. The funding of this Export Fund follows a pattern we have used for years
for many domestic programs as well as for financing exports.

The Export-Import Bank has $20 billion worth of public borrowing authority.
The Commodity Credit Corporation has $111 billion worth. All told, nearly 50
programs and agencies have Congressionally-approved borrowing authority
totaling some $233 billion.
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If the Senate bill is ameaded as the Administration has suggested, all of tho
Fund's receipts and disbursements would be included in the Federal budget apo
Would be subject to budget-totals.

In this respect, the Fund would differ from the Export-Import Bank which is
exempted from the budget, as are the Federal National Mortgage Associition,
the Federal Home Loan Banks, and a number of other government activities
which involve borrowing in the private market and relending.

3. The Fund will be subject to the annual appropriations process. It will have
to come to Congress for the subsidy to cover the difference between its borrowing
ddsts and its export credit terms. Moreover, the Fund's borrowing authority will
have to, be approved every year.

The President would have to provide Congress with a detailed report on the
Fund twice a year. The Fund would be subject to oversight of Congressional
committees andthe GAO. It also would come under the proposed Federal Financ-
ing Bank being set up by Congress to supervise and coordinate all borrowing by
government agencies.

4. The proposed Export Fund would establish a realistic and honest relation-
ship between the United States and the poorer countries-that of a seller and a
buyer of goods or services. In this relationship we no longer find the disquieting
features associated with current aid programs. Under the Export Fund the United
States no longer tells other countries what they must do or how they must do it.
Thus, under this Export Fund, w e end what might be called a patronizing approach
to our dealings with other governments.

By encouraging American firms to seek markets in these poorer countries, a
foundation is laid for an expanding trade relationship as the capacities of these
countries to purchase from abroad increases. As earlier testimony has pointed out,
the United States is currently falling behind other industrial nations in trading
with the poorest half of the developing nations.

The time lags and bureaucratic involvement which characterize current, aid
programming is ended. This means that there will be more efficient- use of the
resources transferred under the credits generated by this Export Fund,

This method of assisting the poorer countries contains one feature attractive in
multilateral aid. The relationship is a commercial one and thus is far less likely to
be used as leverage in pursuing short-term foreign policy objectives. But it has the

advantage over multilateral aid of direct ly promoting American exports.
I hope the committee will agree that the kind of relationship encouraged by the

use of the Export Fund between the United States and recipient countries repre-
sents the healthiest and most constructive kind of relationship possible in a bi-
lateral relationship.

This Export Fund proposal represents a congressional initiative in the field of

foreign policy which has succeeded in eliciting wide support, including support
from the administration.

I hope you will give it your support.
Thank you.

The CHAIRMAN. Mr. Roth.
Senator ROTH. Mr. Chairman, I would like to welcome to the com-

mittee my former colleagues on the House Foreign Affairs Committee.
I know them for their eloquence, their great dedication to this area,
and their expertise.

I am plead that they are taking the time to be with us today.

I agree with those who expressed the opinion that we should do

something, and my question is not directed at the thought we should

(to nothing, but I am still disturbed as to exactly what Ys the purpose
of this legislation. Are we really trying to promote American trade and

incidentally, help development of some of the foreign countries, and

if that is the case, and I am the administrator, how do I evaluate what

is the intent of Congress? How do we weigh which is the more im-

portant objective? I do not think it is fair to say to the executive

branch we are going to give you broad discretion and then sit on the

Sidelines later and criticize whatever, you do. I do not see in this

'legislation in my veIry brief reading-of t, many guidelines as to ho w*
the Government, the executive branch, is; to administer ths loaz1.
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Which is more important if you are the administrator, is it more
important to promote trade, or is it more important to go intO wh t
is the impact on the developing country?

Mr. ZABLOCKI. If I may answer and invite my colleagues to join
me, or if I am in error, correct me. The intent of the Fund is the latter.
Priority would be given to the development of the lowest or the poorest
countries in the world. That is the highest priority- But bear in mlhd
that our assistance through the export fund would not be placing i1
jeopardy soiiie of our own country's national interests or job op-
portunities, in the domestic economy. As Senator Humphrey so
eloquently has stated, that the legislation proposes to do both. Both
are important. But if you want to separate the two and ask which
has a higher priority, in my opinion it is the development of the poor
countries, less developed countries. I do believe we have guidelines in
the bill. But I believe it is very difficult to spell outin detai-some guide-
lines. We have no wish to hamstring the administration or executive
branch to a point where the legislation could not be administered. We
are giving guideline,- in the legislation. The legislative history is clear
in stating the intent of Coilgress: We must pay closer attention to
channeling assistance to the less developing countries by trade credits,
This proposal would permit our Government to subsidizing interest
costs in concessionary credits which would be available through public
borrowing, as the Ex-Im Bank operates. Lesser developing countries
could take advantage of the situation and improve their own lot
economically. Our own industries, our own people employed in the
industries could benefit by this trade.

Senator ROTH. The legislation, proposed legislation, says that the
authority contained in this section shall be used to extend credit to
sale of goods and services which are development in character with due
regard to the objectives stated in 102B of this act, Do you feel that
adequately states that the primary purpose is development and not the
promotion of American goods?

Mr. FRASER. Let me say that one of the first things we were con-,
cerned about was that it not end up being a device to finance luxury
items. We did not want to set up a subsidized credit operation and
have colored television sets or perfume or some of the other more
notorious, fills being exported, so we wanted to write that out. That.
was one of olv first principal objectives in dealing with the language in
the House bill, which is similar to this.

Beyond that we were very much conscious in the other part of the
foreign aid bill where we haid set out three major objectives: Health,
rural development, and education. We said these are the niain problems.
facing these very poor countries. We think to the extent that there is a
priority system to be developed, the priority ought to go in support.
of those objectives.

Let me make this as an illustration. Sup)osing one of these poor*
countries comes in and wants a piece of high technology sc they can
run an airport control system so airplanes do not run into each-.other.
We may have an interest in that and we may be on the airplane. That
is a piece of technology because it is a point of contact between that.
country and the rest of the world. I would not rule out financing that
piece of high technology through this Fund, but in general our thought
was the priority should go to the development character stressing'the
three main sectors we talked about.

BEST COPY AVAILABLE-
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Mr. FPFAs4t;. If I may add just-one other thought on that, and
that is that there is no precise definition of what is development assist!W
ance that exists anywhere. Basically the two countries, the recipient
country and United States, would have to got together on an agree.
ment as to the line of credit and what is the developmental assistance
which you are seeking. I think it is going to have to be on a case-by-
,case basis and one is going to have to use judgment.. I do not believe
that there is any way to spell that out in legislation. There may be
some way of doing it by way of regulations or practice or procedure,
but I do not believe you can be too definitive in legislation and arrive
at what you are trying to achieve.

Mr.,ZABLOCKI. Even the rate of interest was left flexible because it
has to be considered on a case-to-case basis by the Administrator,
or I should say byAhe Administrator of the ind and the recipient
-country. It is difficultt to spell out definitively by legislative act how
the fund should operate.

Senator ROTH. Going to the question of the credit terms, is there
anything in the language which imposes it duty on the a(hninistrator
to get the most favorable rates, from the U.S. stan(dpoint or are we
leaving that in the discretion of the Administrator?

Mr. FRASER. Well, I think obviously the discretion is built into the
bill, but the Administrator would have the natural interest of conserv-
ing his resources. To the extent that there is a more generous credit
term he also would be faced with seeking greater appropriated funds
to eick up the subsidy.

Senator ROTH. The thing that concerns me is that, you are right,

we always assume whoever the Administrator is he is going to use his
best judgment. One of the things that (loes concern me is that the
congressional intent is not at all clearly spelled out. It seems to me
this is one wea--kness of the legislation.

Mr. FAscELL. Let me eomnnent on that. I do not know. Maxvbe it is
possible, and I would like to see work to\vard that accomplishment.
I believe the )Url)oses are inseparable. Any export is going to aid
developmentn, somewhere.

Mr. ZABLOCKI. If I My add something, Mr. Chairman. As I stated
earlier, the albilitY of the l)orrowitig countryy to repay will be the
principal yard,-tick for the Fuind iii determining export credits, but
the Senate report for S. 2335 requires a report from the executive
branch by April 15, 1974, prior to lhe start of the Fund, that is, in
July 1, 1974. It is expected to go into (etails on rates and terms whichthe' Fund wouldl aplyl unler" various Conditions and circumstances.
There, I think, we in the Congress will have an oppcrtunity to again
review, study and either apl)rove or (lisapprove the rates.

Senator RoTH. I guess what I am saying is if we exp( ct the executive
branch to be able to administer it the way we want it seems to me we
should act with more precisi-n. In view of the criticism that has beer
made both of the executive branch and the Congress it is well worth
while to take a look from that standpoint and try to draft that legis-
lation.

Mr. FRASER. One of the complicating things here is that there will
be a blending of different credit sources. For example, if a developing
country is interested in the purchase of some gcods or services, and
the exporter of it in the United States comes to Washington saying I

-cannot do this without some credit help, otir thought is that they-might
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terms and then we will carry the other percent, somnewhatUke the-,
Small Business Administration tends to do. So this is another.'te sOAI
it is a little hard to spell out unless we set general standards WhAich I,
certainly would support.

The CHAIRMAN. Senator Byrd is next.
Senator BYRD. Thank you. I have no questions at the present, time.:
Senator HARTKE. In view of the present financial situation in the

United States and the fact that we nave so many neglected areas in.
the United States, how can you really justify extending the 3-percent
interest ceiling on this type of operation and not providing it, say,-for,
veterans or the people who want to buy homes in the United States
and the poorer peopl o, ; in other words, why would not the same type
of theory a pply here .o help some of our people in the poverty and
ghettos and places like that, they have incomes probably less than
that if in fact they are subsidized by welfare payments. Why would
you not make that tv e of approach first?

Mr. ZABLOCKI. If may reply, Mr. Chairman. In our domestic
programs we have various interest rates. Even in our housing ,pro-
grams there are those who are better able to finance a home who are
prevented if ,their income is too high, from being eligible for Govern-
ment loans.

Senator IIARTKE. I am talking about people on welfare. You have
about 15 million Americans on welfare now, lots of them from broken
homes, no income whatsoever other than their welfare checks. Why do
you not provide some type assistance to them?

Mr. ZABLOCKI. We have no objection in providing such assistance
in other bills but it does not belong in this bill.

Senator iAxRTKE. How can you justify to the American taxpayer,
for example, who is paying the taxes, ultimately going to have to bear
this load, that he is willing to go ahead and make this type of proposal
and we-have neglected and refused to go ahead and provide for the
15 million Ameccans who are on welfare and another 20 million who
are below the poverty line in the United States?

Mr. ZABLOCKI. rhe direct answer to you, Senator, is there is not
tiny taxpayer money involved in this Export Development Credit
Fund. There is not any taxpayer money involved. As I am sure you
know, there are two possible ways of financing the Export Develop-
ment Credit Fund. One way would be assisting foreign countries first
by appropriating funds raised as taxes imposed on American citizens,
and the second way would be to borrow from the private market.
Now, the only amount that is Government funds, you might say,
funds from past repayment of interest and loans, which today. are
reverted into development funds, would be available to pay the in-
terest subsidy on the new export development loan.

Senator IIARTKE. That is playing games but that is all right.
Those are lunds which are coming back in. This is ultimate money
which is an obligation paid to U.S. Government and going to cost
about $5 billion, as I understand it. Am I wrong in that?

Mr. ZABLOCKI. Yes.
Senator HARTKE. Where am I wrong?
Mr. FRASER. What we are doing, what the Ex-Im Bank does on

-the private money market is borrow the money and reloan -it and
get back a promissory note which will be paid off. Where the direct
subsidy comes is in the differential in interest rate.
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The Fund would work this way. We go out on the private money
market, borrow $500 million-

Senator HARTKE. At what rate oLinterest?
Mr. FRASER We will say 8 percent.
Senator HARTKE. You cannot borrow money at 8 percent. The

primeis9% now.
Mr. FRASER. Well, whatever the rate is. I agree the rates are

excessively high, too high today.
Senator HARTKE. You are going to borrow $500 million at 8 or 9

or 10 -percent?
Mr. FRASER. Right.
Senator HARTKE. Who is going to borrow, the Government?
Mr. FRASER. Yes, sir.
Senator HARTKE. Sell bonds for it?
Mr. FRASER. Yes.
Senator HARTKE. And going to pay the going interest rate?
Mr. FRASER. That is right. Then that money is going to be spent,

let us say, over a period of a year. We are going to spend that $500
million. That money is spent in the United States to finance exports
to this category of poor countries and it is in that situation that there
will be job creation.

Senator HARTKE. Yes.
Mr. FRASER. Now, the loan will be made. A lower interest rate

might be extended at 5 percent, 4 percent.. It cannot go below 3 per-
cent, which is above the present development loan rate which is 2
percent. The cost comes in that difference in the interest rate.

Senator HARTKE. Plus the 5-year grace period?
Mr. FRASER. Well
Senator HARTKE. Plus the interest of the 5-year grace period?
Mr. FRASER. The 5-year grace period is the period in which you do

not get repayments.
Senator HARTKE. You do not get repayment or payment of interest?
Mr. FRASER. What you have is a carrying charge._if you have a.

carrying charge of 8 percent, then you have got to pick up ihe subsidy,
the difference between the interest rates until the loan is paid off.

Senator HARTKE. Who is going to pay that?
Mr. FRASER. The money comes from the repayment of old develop-

ment loans.
Senator HARTKE. I understand that. But that is money which

under normal circumstances is taxpayer money too.
, Mr. FRASER. That is right.

Senatofr IARTKE. What you are saying is that when you get this
nioney back, which ordinarily would come back to the United States,
which is our money, which is taxpayer money in the original, wl+t
you are saying you are going to use that again and refinance the
operation?

Mr. FRASER. Except it is already being used for development.
Senator HARTKE. I am not arguing about that, but I am saying it

i ftepayer money, it is not created from the private market, this is

not private funds?
Mr. FRASER. No.
Senator HARTKE. Those are Government funds coming back.
Mr. FRASER. I am only trying to put, it in the context of where

things have been and the way things have been. Two to $300 million
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a year coming back in development loans have been reappropriated
for development.

Senator HARTKE. I understand that.
Mr. FRASER. So this does not add any new cost to the taxpayer.

That is the point I want to make.
Senator ITARTKE. Well, all 1 ask you again, even in view of that, if

you (lid recapture that money whyr could you not use it for the 15
million people on welfare and use it for those people below the poverty.
line and provide for them to give them that interest break?

Mr. FRASER. You and I, I think probably share the same view We
have tried housing programs, 235 and 236 housing programs. I wish
we were doing more. Unfortunately, our committee does not have
jurisdiction over the questions

Senator HARTKE. I an not talking about committees. The Congress
as far as I am concerned has an obligation first. This Government Was
organized first for the benefit of our people, right?

MXr. FRASER. Yes.
Senator HARTKE. What you are saying is that since your cannot do

it for our own people, you (1o it for people overseas.
Mr. FRASER. No, i think the-
Senator I-ARTKE. I ai not arguing against helping those people

but I am saying to you I cannot see how you can in all good conscience
come here and say you are going to permit the steady deterioration of
the American society because of the fact you cannot accommodate
people in need at home, but you are going to go ahead and do some-
thing for people overseas.

Mr. FASCELL. is disagree, I dispute this, it is illogical, but I think
the Senator is entitled to his opinion. As a matter of fact, if one were to
follow what the Senator suggests you hurt the people you are trying
to say you are helping. I have supported, as the Senator says, all of the
programs you are talking about. Furthermore, I support this bill for
the very reason that it is in the best interests of our country.

Let us look at it that way, because that is the way it ought to be
looked at. If one wants to follow the logic that the heck with the rest
of the world because we have all of the problems here and we can live
within ourselves And we consume all of our production, and that is the
way to help our people, you are not going to have the 15 million people
on welfare or unemployed, you are going to have twice that number&

Senator HARTKE. Let us get away from the unemployed. I am
chairman of the Veterans' Affairs Committee and you people forced us
to cut back on programs, and there is a big story out that the Vietnam
veteran is not getting what I got after World War II. Why do we cheat
them? You say, you have not said that. I am telling you the Congress
has said that. The Congress has said that they are not going to pro.'
vide for their own people and I am saying to you that what you are
saying here is that you are going to gve something to other-people
that you are not going to give to our own people.

Mr. FASCELL. No, sir. What I am saying is that it is absolutely
essential and in the best interests of the Umted States-meaning the
American people-for us to compete in the markets of the developing
countries so that our businessmen can make money, can make Jobs,
and our people can thereby be assisted. That way maybe they Wi1
not have to be on the unemployment rolls, Senator, or they will iot



have to be on the recients of special programs. Maybe they can .
make it on their own. But you cannot just ignore the fact that there
are markets out there in which we are not participating and we are
not competing.

Senator HARTKE. I grant you the Burke-Hartke bill, if you adopt
that, you will save more jobs than you are going to provide. Let
me-

Mr. FASCELL. Now we are talking about something else.
Senator HARTKE. 1 am talking about exports. X ou know all-
Mr. FASCELL. In other words, you are going-
Senator HARTKE. The balance of trade.
Mr. FASCELL. You are suggesting that we should not export?
Senator HARTKE. No, I (lid not say anything of the kind.
Mr. FASCELL. I misunderstood.
Senator HARTKE. If I am over my time let. me know.
The CHAIRMAN. You can have my time.
Senator HARTKE. What I am saying to you is that you are saying

here that we are going out and we are going to subsidize, that is what
it amounts to, subsidize the export of certain American products. Is
that not true?

Mr. FASCELL. Yes, sir.
Senator HARTKE. That subsidy is coming from the taxpayers of the

United States.
Mr. FASCELL. Absolutely.
Senator HARTKE. That-is right; is it not?
Mr. FASCELL. That is right.
Senator HARTKE. Wiat is illogical about that? I am saying that

the Congres. in its wisdom or in its ignorance, I do not know which,
maybe you do, has made that conscious decision not to provide any
substantial low-interest loans for the people of the United.States.
Where can you say to me in good conscience if you are going to help
people who are suffering in Nigeria, where they are hungry, but 1 am
saying, hov can you in good conscience take American taxpayer
money while you iefuse to take care of the 15 million on welfare,
you refuse to take another 20 million below the poverty line, where
you refuse to give the Vietnam vet which I and the rest of us got
when we came out of World

Mr. FASCELL. I am amazed, as able and articulate as you are that
you are not able to get your programs through the Congress.

Senator HARTKE. I could but the House of Representatives would
not give us the votes in the conference. We passed it unanimously
in the Senate but you people were the ones who took the veterans
do~vn that road. You gave a little more than the President but not
much more. Not me. I was not shortchanging the veterans. The
House of Representatives shortchanged them, you passed $200, I
passed $250, and it was not me that gave those figures, this said that
the Vietnam vet is not getting his fair share compared to the World
War II vet.

Mr. FASCELL. I believe we ought to help all Americans, Senator,
and this bill proposes to help some Americans to help other Americans.

Senator HARTKE. Let me go to another one, the education bill.
You have all of the kids going back to college. You show me any
college student that can get a subsidized loan today. I am not talking
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now about the real poor I am talking about a man with five ehildteni
making $12,000 a year, ie cannot get a guaranteed loani at any rats,,
a loan at 5 percent, he has to pay 8 percent from any bank in the,1 1=,,,-
United States.

Mr. FASCELL. I am not sure he can get an unsecured loan.
Senator HART KE. From what I understand they have'eliminated

them because they do not consider them to be high enough interest
paying loans.

Mr. ZABLOCKI. Mr. Chairman-
Senator HARTKE. I am saying this is a wrong approach toward

helping these people. I think, you are trying to do something here
that is not going to solve the problem of exports, and for the record's
sake anybody who thinks our balance of payments or our balance of
trade is in goo( shape, last month we had the highest imports in the
history of the United States. If it would not be for the fact we are
exporting our natural resources and food at the expense of the Amer-
ican consumer, we are giving cheap food overseas at the expense of
the American consumer, we will not come close to the balance of trade.

Mr. FASCELL. You left me with a paradox. Here we are trying to
help exports, help the people we are talking about, and you say it is
the wrong time and wrong place and wrong people and all we are
trying to do is help America. What are you tal in about?

Mr. ZABLOCKI. If I may make an a(hlitional comrment-to the
Senator from Indiana. We ill three are sympathetic with the domestic
problems he has raised, lie is lecturing to the wrong three Members
of Congress because we are in agreement with you. And if I may point
out to you that the repayment of loans and interest on former loans
and interest on those loan,- that are now channeled back in the de-
velopment loans fund are really continuing some of the problems that
you with your Burkc-Hartke legislation, Which I was tempted almost
to sponsor until 1 read it twice.

We are trying to improve the situation by using those funds to
subsidize export credit funds' for the lowest, the poorest countries,
that are not in competition with the United States as far as our export
or import markets, and we are trying to help you, Senator, but you
do not see the light.
- Senator HARTKE. They are in competition with us. Japan and
France and in the business-

Mr. ZABLOCKI. France could not benefit one dime.
Mr. FASCELL. He means they-
Senator IHARrKE. That is ;not so. Because the countries which

would go ahead and get that are the 11 African nations which are
still underneath the Government of France at this moment and if
you think any amount of products is goinq to be shipped into those
countries unless they are handled by a lI rench agent you are dead'
wrong, you cannot get through in Senegal unless you-go through a
French trading company.

Mr. FASCELL. Under this legislation they would not qualify for a
credit loan'because the end product would'have to be manufactured
in the United States and transported to the recipient country by an
American firm.



87

Senator HARTKn. That is right, transferred to them through. ' a
French agent. I guarantee you that is right and if you can go to
Senegal and see whom you have to talk to, any item imported into
Senegal has to go through a French agent and you pay them, you are -

going to subsidize this import business. That is what you are doing.
I The'CHAIRMAN. Do I understand your position about this Burke-

Eartke matter as being those who say we ought to spend it for other
things first are sort of like the preacher-that gets up to a half-empty
church and proceeds to chastise the congregation for not coming to
church? The people that he ought to be talking to are the folks that
did not show up, not-the folks that are there. You gentlemen have
been voting for veterans benefits, housing, low-interest rates and the
appropriations to help the poor. Your attitude is he ought to be
chastising the guy that did not come.

Mr. ZABLOCKI. He is talking to the choir.
Senator HARTKE. I understand what you are saying but the fact

of it is that the Congress of the United States is making these decisions
and you are asking us over here to take a position which is contrary
to the common will of the Congress.

The CHAIRMAN. I think you have three votes for your veterans
bill sitting before you, Senator.

Mr. FASCELL. 1 think we got the message somewhere along the line,
Mr. Chairman.

The CHAIRMAN. If you (lid not have three votes, 1 think you picked
up at least one.

Senator HARTKE. Thank you.
The CIIAIIMAN. Thank you very much, gentlemen. We will now

hear from the three administration witnesses: the Honorable William
Casey, Undersecretary of State, the 11onorable John Hennessey,
Assistant Secretary of the Treasury, an(" the Ilonorable Lawrence -

Fox, Deputy Assistant Secretary of Commerce for Domestic and
International Business. r1'he witnesses will be called together. I
understand that has been agree(l to.

Senator BYRD. Could I ask a question? How long do you continue?
The CHAIRMAN. I thought we would hear this panel of witnesses

anl then-come back at 2 o'clock and hear the remaining witnesses.
Senator BYRD. Will the questioning of this panel of witnesses occur

after 2 o'clock?
The CHAIRMAN. Well, if you want it that way; it is all right with me.

I would be willing to recess now and come back at 2. We could hear
them then and ask questions.

Senator BYRD. I think there is a vote on the floor at the moment.
The CHAIRMAN. Well, if that is the case, Senator Byrd, can you be

back here at 2?
Senator BYRD. Yes.
The CHAIRMAN. I would suggest then, if it is all right with you,

Senator Roth, that we stoiid in recess now and hear you gentlemen at

2 o'clock. I will try to get other Senators to hear you.
Thank you very much.
[Whereipon, at 12:17 p.m., the hearing was recessed, to reconvene

at 2 p.m., the same day.]
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AFTERNOON SESSION

Tie ChAIRMAN. This hearing will come to order.
I would like to ask Hon. William Casey, Hon. John IHennessey and

Hon. Lawrence Fox to take the chair. We will have other Senators
along in due course. but in the meanwhile I will ask this panel to pro-
ceed to explain their views on this measure. At this moment we are,
voting in the Senate, but I expect that the Senators will be along fo-
lowing the vote.

STATEMENT OF HON. WILLIAM ;. CASEY, UNDER SECRETARY OT
STATE

Mr. CSFY. Shall I proceed?
The CHiI MAIN. Proceed. sir.
Mr. CkSFY. Mr. Chairman" I appreciate this ol)portunity to appear

with my colleagues from Treasury and Commerce to speak to you:
about the proposed I..S. Export Development Credit Fund. Senator
Humphrey and Congressmen Zablocki, Fascell, and Fraser covered
in considerable detail this morning and I will merely hit some high
spots and respond to questions. M1y written statement I would
like to put in the record. The. impression I have is this could play a
very va liable role as a new addition to the range of policy tools which
we need--to pursue foreign policy goals in the developing countries.
These countries are a large and diverse group. Our economic goals and
interest with regard to each 1)aiticular country will vary, trade, invest-
ment and development concerns, generally mnique iix of interest and
reaction, in the case of each particular country. There is great differ-
once among the less developed countries as to ways to advance their
economic development. For example, those which have already devel-
oped a basis for modern economic structure look primarily to trade to
earn the resources they need to further their own development. They
supplement this with credit in the World Bank and Regional Develop-
ment Bank and with conventional exports credit.

For many larger groups of nations who are still in an earlier stage
of development, concessionary financing is of vital importance. With-
out that kind of financing, imports of the developing goods might be
restricted and development plans curtailed. We believe it is in our
national interest to have these countries become successful participants
in the market-oriented world economy leading to mutually beneficial
and commercial investment relationships over the long term. Our con-
cessional assistance through AID and through the soft loan windows
of the international finamiiial institutions helps promote development,
does not provide all of the resources which these countries can prop-
erly use, aid programs specifically designed to build export markets,
although they do offer valuable support, we believe this bill will
develop and create long-term exports. The Export-Import Bank offers
credit facilities for trade with more advanced developing nations with
tight credit standards and relatively hard repayment terms. This
makes the Export-Imn)ort Bank less'well suited to the needs of-the
poorer developing nations. The availability of credit on terms which
the importing countries can afford to service is essentially making sales
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to the poorer developing countries and our declining share of the
market in many of these countries is evidence that we are not meeting
this need.

As Senator Humphrey developed so well this morning, We are out-
financed in country after country and the European countries, par-
ticularly Japan, are acquiring their share of the market while we are
losing our share at the time when the market in the 70 poorer nations
of the world represents over a billion people.

This Fund would help the United States improve our export per-
formance in these countries. It would make financing for American
exports available on attractive terms. It would bring American ex-
porters and goods into these poor countries and develop a long-term
market there and would enable the recipient countries to purchase
more without unduly increasing their debt burden. This will serve the
twin goals of making resources available to the developing countries
while creating long-term markets for U.S. exports.

I am especially pleased with the Export Development Credit Fund
because it is a congressional initiative. This indicates that there was a
widespread concern in the Congress that we shape our policy toward
the poorest members of the world community nations in such a way
as to continue to be responsive to their developing needs while at the
same time pursuing our own economic goals. The executive depart-
ment is anxious to pursue this. We have already held departmental
consultations on how to put this Fund concept into practice while
details remain to be worked out before complete design of the Fund
can be submitted to Congress with special scrutiny. The concerned
departments of the executive branch agree the Fund'should be enacted
into law.

The Congress will receive a detailed plan for the Fund before it
begins operations. We. would like to suggest a modification of the legis-
lation in this regard to permit the Fund to begin oi)eration'on Janu-
ary 1, 1974, for 60 days after submission of the plan of implementation,
whliclever last occurs. We would contemplate submitting a plan
November 1 so it could be implemented beginning 1974. We feel it is
important to establish the. Fund and allow it to begin operation as soon
as possible since there will inevitably be a slow startup period, some-
thing of a pilot model operation. An earlier beginning date will give
us operational experience so that we will be better prepared to submit
requests for any needed change in need of legislatiVe changes with the
submission of authorizing legislation for fiscal year 1976. If the Fund
effective date is not advanced to July 1, 1974, the actual startup of the
Fund may be further delayed until action is completed on the fiscal
year 1975 budget, requests and the Fund would not be. able to actually
start, lending operations until quite late next year, 1974.

We feel that the purpose of the Fund could be better achieved with
an earlier starting date.

Design of the Fund structurally we will seek to assure through care-
ful coordination with aid and Ex-Im Bank. The Fund will supplement
and not compete with or displace the interest we now have to promote
exports and development. We will direct these goods primarily to those
of the poorest. developing countries which offer the promise on long-
term markets and have the ability to use these additional resources.



In short, we believe that this bill would enable us to create a Fund
which will promote export growth, assist the developing and'servsas
a valuable instrument in support of our overall foreign policygoals.

That completes my statement.
TheOIIAIJMAN. Thank you very much.
[The prepared statement of Mr. Casey follows:]

PREPARED STATEMENT OF WILLIAM J. CASEY, UNDER SECRETARY OF STATE FQ#
ECONOMY IC AFFAIRS

SUM MARY

Why Do We Need the Export Development Credit Fund?
The United States needs a variety Of instruments to pursue our policy in-

terests in the developing countries. United States interests cover a variety of
trade, investment, and development issues.

For the poorer developing countries, concessional financing is necessary to
support the imports necessary for development. Only by providing such financing
can we establish markets for our own exports while promoting economic de-
velopmen t.

Over the last several years the level of our bilateral AID program has not
increased. Other industrialized countries have been increasing their programs
at a rapid rate. Exports of the other rich countries to the developing countries
have grown with the level of their aid programs, while US exports to the poorer
countries have been lagging.

The Export-Import Bank finances many of our exports to developing countries,
but the terms and conditions of Eximbank lending are better suited to the rela-
tively more advanced of these countries. While Eximbank lending to the poorer
LDCs has been increasing, this lending is concentrated in a few countries and.
a preponderate amount goes to such projects as minerals and fuels development
with a high short-term economic return. Eximbank lending is expensive and
often unobtainable for the less immediately profitable projects typical of most
of the poorest countries.

What would the EDCF dot
Under the proposed legislation, the EDCF would provide, over the four-year

period of this legislation, $2.7 billion credit on soft terms to the poorest couli-
tries for the purchase of US goods and services.

This credit would permit these countries to finance their development pro-
grams on favorable terms.

Assured availability of credit will make it possible for American businesses
to enter new markets, and expand their long-term sales potential.

How will tihe Fund be operated?
AID will manage the Fund under the policy guidance of the statutory advisory

committee.
The Fund. would be a flexible instrument, with procedures designed to assure

that goods with both development impact and export potential are financed.
All developing countries with per capita incomes under $375-and not ineligible

for US aid programs would be eligible to participate.
In keeping with the concept of mature partnership, financial authorities of

the recipient countries will play an important role in the allocation and use of
Fund resources.

The Fund will be coordinated with AID and Eximbank programs to ensure that
its operations supplement and not compete with these organizations.

I appreciate this opportunity to present the Administration's. view on the
"United States Export Development Credit Fund" from the vantage of the
Department of State. This proposed fund would help to finance United $tates
exports to the poorest of the developing nations, with the dual purpose of promot-
Ing present and future U.S. exports while making resources available to these
countries to promote their economic development.

I would like to discuss the EDOF In the context of our overall economic rela-
tions with the less developed countries. We are talking about an extremely
diverse group of countries, varying in size, natural resources, ecoflemic org9-
nization, and degree of present development, as well as a host of political fa~tot$
that affect their economic situation. The- economic Interests and goals of te.
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United States with regard to these countries cover a range of trade,, investment,
and development issues with the relative importance of issues differing roft
country to country. We therefore need to approach the less developed countries
with a variety of policy tools which will be responsive to their varying need
and our specific interests.

'These countries differ fundamentally in their present degree of economic
development. Some have achieved much economic development during the past
decade and are nearing or have attained a stage which will most likely varry
'them out of the ranks of the less developed countries within a few years. For
these "lemergent" countries, concessional development assistance is less impor-
tant than trade, export credit and private investment as a source of the resources
needed to carry on the development process. The United States has tried to meet
the needs of these countries by encouraging trade and by bringing them more
fully into the world financial system. We have introduced as part of the Admin-
istration's trade bill a system of generalized system of preferences which would
open export markets so that these developing countries can earn-through trade
the resources needed to support their development. We have encouraged these
countries to participate in multilateral trade negotiations. -They and other de-
veloping countries participate in negotiations to reform the world monetary
system. We have supported the growth of the World Bank and-the regional
development banks through which the emergent developing countries can obtain
development financing on moderate terms. While supporting the aspirations of
these nations, we have also tried to encourage ,U.S. exports, The Export-Import
Bank has been an important instrument for financing exports to these countries,
assuring the availability of financing on terms commensurate with their ability
to service external debts.

While our relations with the emergent nations are increasingly centered
on trade and investment, development assistance still plays a central role in
relations with the large group of developing nations which remain desperately
poor. Amost seventy developing countries, still have per capita gross national
products under $375 a year, and for 42 of them per capita GNP is under $200.
Many of these countries are poor in natural resources and infrastructure and
also lack the industrial base and skills necesary to take advantage of trade-
promoting tools such as general preferences. These countries can only hope to
acquire the external resources necessary for development with the aid of con-
cessional financing. The extent to which this is true is shown by the fact that--

----official USG commitments from all sources-AID, PL 480, Eximbank-amounted
in 1972 to 82 percent of the total value of US exports to the poorer (per capita
GNP under $200) developing countries. This percentage decreases as per capita
income Increases. The composition of the official commitments also changes: in
1972 Eximbank commitments amounted to 57 percent of government financed
US exports to countries with per capita GNP from $200-500, but only 9 per-
cent of government financed exports to countries under $200, with the balance
coming from more concessional AID and PL 480 programs.

The Export-Import Bank, as noted above, extends relatively little financing
to most of the poorest developing countries. Eximbank authorized loans and
guarantees of $1,258 million to countries with per capita gross national product
under $375 during fiscal 1973, but these authorizations were concentrated in a
small number of countries (75 percent went to only five countries: Algeria,-
Indonesia, Turkev, Korea. Zaire) and much of it was-for cuecinl projects suceh

as fuels development 'with a high short-term economic payout--not; infortu-
nately. tynical of the poorest countries. Fiximbank's strict credit standards.
dictated by legislation and policy, rule out many developing country credits.
Exiuamnk terms, whilp softer than commercial terms. still carrv Interest rates
which developing countries can ill afford and are for relatively short terms,
comnared to confessional finnncinq. Such near-commercial export credits im-
pose a heavy debt service burden on the -Importing country, and excessive use of
export credits on easilv carry a developing country into debt service crises
which require debt rescheduling.

AlthouRbh the ability of tlhe Poorer develoolng emintries to lbulv the roqourees
they need for development is limited by the availability of concesslonal assist.
anc,. the flow of official development assistance from the United States actually
decre~sd 7 Percent from 196 to 1971. Other major donor nations *have been
increnosIngtheir programs: official development assistance from all other DAO
countries more than doubled over the same period and most OFWOD countries
nWw 'cArry" a higher assistance burden than-the United States ,wieih aftstanee
is compared to donor country GNP.



We welcome these contributions to the development of the poorer countrieS,, ,
but we are also con(rned about the implications of this situatlon for the present
and future trade position of -the United States in developing coutry wiarket -,,
With concessional support too limited to support expanding exports, and Exrim-
bank unsuited to the circumstances of the poorest developing countries, the
growth in US exports to these countries has lagged. In 1972,. they totalled only
$4.8 billion out of total US exports of $49.7 billion. The US share of the import
market in these countries was 17.8 percent, compared to 28.6 percent in countries
in the $375-$1,000 GNP category. In 11 of the poorest LDCs, comprising 89 per-
cent of-the population of the non-communist countries with per capita income '

below $200, U.S exports fell from $1.7 billion in 1960 to $1.2 billion in 1972, At
the same time, these same countries increased their imports from the other
major )evelopment Assistance Committee (DAC) donors from $2.9 billion to
$4.8 billion. This decline in US exports contrasts sharply with an increase
of 44 percent in US exports to all LDCs over the 1966-72 period. This means-
that other developed countries are developing markets, distribution networks,
brand familiarity, and financial relationships, that will induce additional ex-
ports over a-period of years. Since even the poorest (per capita GNP under
$200) developing countries represent a market of one billion people, with average
GNP increasing about- 5 percent annually, this represents a significant market.

The EDCF iQ: designed to remedy this lag in export growth. It will help US
-exports by:

Permitting the poorest developing countries ,to import more from the US by
increasing financing on terms they can afford to service. Since debt servicing is
an increasingly important problem for the LDCs, their import capacity is severly
constrained under conventional, harder term export lending. It is this limitation
on import financing capacity which makes the new soft term export credit fund
.an appropriate vehicle for supporting US exports to these countries. -

Offering financing to many more poor developing countries. AID is restricted
to just 20 countries outside Latin America under the-Voreign Assistance Act.

Encouraging US exporters to cultivate potential markets. - 1

Facilitating US entry into markets still dominated by traditional colonial
trading patterns.

Giving priority to commodities with a follow-on export potential.
Expanding developing country markets, through long-term economic growth.
The dollars flowing out under this program are to be 100 percent tied to U.S.

exports. To the extent that Fund dollars result in additional U.S. exports--i.e,,
purchases from the U.S. the recipient nations would not otherwise have made-
there is no addition to free reserves that could be used to repay loans from other
sources. On the other hand, if the Fund dollars were used to finance purchases
from the U.S. that would have been made anyway, the dollars originally intended
for that purpose are thereby freed for other uses such as debt repayment, imports
from third countries, or reserve accumulation. It is highly likely that the activi-
ties of the Fund will generate exports that are fully additional to the level of
.exports that would have otherwise occurred. Experience has indicated that in the
case of AID commodity financing, additionally is in the order of 90 percent for
all countries but is higher than this--approaching 100 percent-in the poorest
LDCs. This is due to the fact that in the lowest per capita income countries the
U.S. share of the market tends to be smaller than in more developed countries.
The opportunity for substitution is therefore much less. In view of the low and
declining U.S. share of the imports of these countries, their continued growing
need for goods in which the U.S. is otherwise competitive, and the heavy depend-
ence of these sales on concessional credits, it Is reasonable to expect that the
leakage of Fundcdollarsloother uses would be minimal.

Simultaneously with promoting U.S. exports, the EDCF would make new de-
velopment resources available rtihe developing countries. Over the initial life of
the EDCF, the developing countries would receive a flow of developmentally-
oriented goods and services worth approximately $2.7 billion repayable on soft
terms over a long period of time. The Importance of imported goods to the
poorest developing countries cannot be over-emphasized. The majority of people
in these countries are still engaged in agriculture, often, subsistence agriculture.
Most of these countries have only a few established industries, producing basic
consumer goods such as cotton textiles, shoes, and some processed foods. Even
such basic items as light bulbs must typically be imported. Virtually all develop-
mental goods, such as machinery, trucks, construction equipment and most spare
parts, need to be imported. The -avalability of financing is at present the chief
constraint on the level of imports and, consequently, on the siz of development



programs. The 4eveloping ,countries are looking desperately for lMncl a -
i~rpf u~ug~sou~ f te porst whiX4 con Ill.

had to reortto borrowing on the 2Nuro-Ooliar market.
• The tnittalleling volume for the exportt Development Credlt Vuad would bo

well within the "inport absorptive capAcit' of te countries. with peice'ta -

gross national procint below $05, If the fund were to eommeneo opiattons
3guaf 1, l9479 as proposed by the Administration, tle 'poxlin t""erag
anual lending volume over the four year period would e $M m~lin. Although
loans would probably not be extended to all of these countries by the Wund, data
for these countries provide an Illustrative basis for measuring absorptive ca
pclity. The total merchandise imports of these 70 countries iti M1W2 were ap-
proximately $80 billion. If "'import absorptive capacity" is defined as capacity to
to utilize Increased imports productively, there can be little doubt that the $675
million average annual flow could be "absorbed," since it would constitute less
than 3 percent of the existing import level.

The EDCV would not only make resources available to the poorest countries,
but it would do so in a way which will promote the mature paitmzership which
the United- States seeks with the developing countries. We recognize that the
ultimate responsibility for development planning and financial management rests
with the developing countries. The United States cannot dictate priorities or
oversee all. aspects of development planning and implementation. The EDCF
would make resources available but, within reasonable guidelines to prevent
abuse, the initiative would rest with the borrowing countries to decide which
programs are most important and to allocate resources accordingly. The EDCF
would be more flexible and less encumbered by red tape than traditional, aid
approaches. We would expect that it would also require less oversight, minimizing
management costs.

The Advisory Committee etsablished ily Section 805 of S. 2335--consisting of
the Secretaries of State, Commerce, Treasury, Agriculture, the President of the
Export-Import Bank and the head of the Agency primarily responsible for ad-
ministration of the Fund-will provide overall policy coordination. The presence
of the President of the Export-Import Bank on the Committee will insure that
the policies governing the operation of the Fund are consistent and compatible
with the policies and activities of the Export-Import Bank. Specific policies
governing loan criteria and Fund operations would be set forth through the
Advisory Committee, and these policies would be designed to insure that loans
made by the Fund not infringe upon or compete with credit financing offered
by the Export-Import Bank. These procedures could include, for example, an
administrative mechanism to avoid Fund financing in cases where Exim financing
is-appropriate. In practice, the activities of tle Fund should not conflict with
those of the Bank since the Fund would operate primarily in the poorest of the
LDCs-where Exim exposure is limited-and for the financing of development
programs which do not obtain Exim financing.

In regard to coordination with AID activities, it is the current intention of
the Administration to lodge operating responsibilities for the Fund in that
Agency. Because the Fund Is to serve important export promotion objectives re-
quiring flexibility and a swift response capability, detailed advance program-
ming of Fund resources is not contemplated. However, AID in the context of its
overall economic assistance activities, would include consideration of the Fund's
actual and contemplated commercial credits to a particular country in order to
take Into account the total flow of US resources into that country.

Lending is contemplated, depending on circumstances, through government-
to-government agreements, via intermediate credit institutions, or directly to

private borrowers. Credit judgments will be made in terms of the ability of the

borrowing country to service the additional debt and the economies of the par-

ticular project. Factors involved in evaluating debt servicing ability of an LDC
include their current level of debt, the future debt servicing burden, potential
for earning foreign exchange, possibility for economic growth and economic
stability.

It is presumed as an initial matter that FIDOF financing would not be extended
to communist countries and countries with whom the United States has, nq
diplomatic relations. Within this $375 category, general guidelines will be estab-
lished to insure that the benefits of this program are not totally absorbed.by A
few countries and that special consideration will in fact be given to the Very
poor with per capita 'incomes under $200 who can least afford the harder FExim
terms. Exports financed by the Fund will be screened to insure their consistency

with developmental needs, the promotion of U.S. markets and U.S. employment
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objectives through simplified operational procedures. The objective is t6 prevent
abuse and misallocation of l)DOF funds while at the same time avoiding the
adoption of extensive and burdensome rules and requirements. With regard to
development, goods will be selected with an eye towa-d increasing the production
capacity of 'the recipient country. Luxury goods and frivolous items, of course,
will be excluded. With regard to export promotion, the emphasis will be'on goods--
which require follow-on procurement, which would not otherwise be purchased
from the U.S., and which establish new markets.

The Congress will receive a detailed plan for the Fund before it begins opera-
tions. We would like to suggest a modification of the legislation in this regard, to
permit the Fund to begin operations on January 1, .1974, or 60 days after sub-
mission of a plan of Implementation, whichever last occurs. The Administration
would submit the plan of implementation on or shortly after November 1, 1978.
We feel that it is important to establish the Fund and allow it to begin opera-
tions as soon as possible, since there will inevitably be a slow start-up period.
With an earlier-beginning date, we would be better prepared to submit requests'
for any needed legislative changes with the submission for FY 1976 authorizing
legislation. If the Fund's effective date is not advanced from July 1, 1974, the
actual start-up of the Fund may be further delayed until action is completed
on fiscal year 1975 budget requests., anti the Fund would not be able to actually
start lending operations until quite late In 1974. We feel that the purposes of
the Fund can be better achieved with an earlier starting date.

If these principles are followed, and sound lending prcedures with minimal
essential controls are devised, the EDCF can simultaneously achieve its twin
goals of export promotion and development assistance. We feel sure these condi-
tions can be met and the Export Development Credit Fund can become a valuable
addition to our foreign policy instruments.

The CHAIRMAN. Now. the next statement will be from Mr. John
Hennessey, Assistant Seretary of the Treasury.

STATEMENT OF RION. JOHN HENNESSEY, ASSISTANT SECRETARY
OF THE TREASURY

Mr. IIN.vNESSsEY. Thank you. I will submit my statement for the
record.

Let me just also make a few highlights or remarks, if I might.
'I think I can add very little to what Secretary Case)ins said and

some of the discussion which went here earlier. Let me make three
brief remarks. The first is that the Treasury Department, as well as the
administration as a whole, supports this congressional initiative of
establishing the fund. We believe that it does have a twofold purpose,
It is a little difficult to (lescribe whether the glass is hal F full or half
empty. It does meet a dual objective. It does help us promote exports,
incremental exports, exports whieh would not otherwise take place,
but I think it is also t rue it is going to help the nations who receive the
exports and will help mnee t I ir development aims.

In the second place, I think there are some. suggestions we would
make to put the fund on as prudent a financial basis as we could. I
think two out of the liree we have in mind were mentioned earlier
this morning by Sonator I Tumpbrey as amendments which he in-
tended to propose and we would sutport, that is, namfif-ly, to include
the operations of the fund within the budget and to hav, the annual
borrowing and reflow allocation process go through the normal ap-
propriations process in the Congress. We think those are two very
necessary and desirable aspects and we would support those.

Finally, there is a provision in the bill, in the Senate bill which
would allow for refinancing. it would allow for refinancing of exports
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already made, and we wee no need for this type of facility In this ty~
of export development fund and so we would suggest perhaps that. ho
eliminated.

And, finally, lot mne say that we hiave pent some considerable time
in thle Treasury Department alialyzing what the potential might be In
trying to answer the two questions which was on our own mnind and
pl-r111)s 03l tlit 11111(1 (of I lii' ( ollgle.S. ( 'otid 1IPS liI 11e to i-ii S Abi S l131)
11o01e Ioods, fillt, of all, u1t]d1 Second~ of fill, cotld liey pa'y no hack?
And after quiite it c03)Sd(hi'1ilt wnlysis the answer whiet 'we arrived
nt ill bo~th of these ciise"s wfig s ' these comiitis could 1il)M01l) addi-
Itilai anmoiunts of funds1t fI t.13(' were oi thle correct terms, if they3 were'
steriut1t'Ql to tleii' owni 111111110i1d situtifol, And at thle saile tlime they
could also pay bitekc theseit additional capiitatl iflhloirts pride~~d 031C
againl the fii nlleiisg of thleise export i from1 tile Vi iteid Mtlitet were
st3'ilet'lr(l ill ii ot'3 lutiii13113(

So, ill Stlm, V 1311 11(1(ilLi? tit( Tt'('t15t33' voI(' to) tultu of I ll' Mtife
Deportillnt, ill SRIMU~l IWe do s5t31)111,14 tis iitiitivo 11131d we tink it
('313 be it litifll ft(1(133IIIlit'il t h ilivelit orv (if tools which Ave dto have to
promote U.S$. exports %Vh ile fit thle steik tie lit hjig out colin~tre ill'11
liicll we haive ani iiierelisiiig ifit t'3'Qt.

T1haniik y'ou.
IMr'. I 'tm3 ~i' c a i'ee l 'iilit fl'el h w "I

oivt~ : r oIl xM NIi; '~s A sstst .N'r Si:citu:r~utv toutIsaNTO

Nfr.clinrim , noI Nviolwta, o t' i I's tm tea v: I e 011v I I iiN'!r ilvt
api-asr ltefeire It sv ~itittte rInlasiee ('pug ii e in suis epe r tiC legislat ii i for All
Ixvort 3 )(vE'eiiiiteent ( 'rdit I idtu. its proi i st'd lit.i Iettle Bill3 S. 23:V,. The 1 3c'
part itwltt (if th 3wIrvivi~t ry wi -t ii Im3s uh ' n.3i f1wjz isie Fund, bilt
we' would like to sisggest stimie u iili hii to ill itIs Oil rat lentil Ispecti, Its I wilt
'tat1 line.

lit the hill its present ed, S ilth lit the Mom- mttid Se mttt v('rsiti it, the 3)rciposed
Fund lists been jiist i lied lit t ermas iof st-mri g t we ioaji r (owo~et Ive's of v nit ed * tas(
foreign veentnsir jtdi'v: 31) it wiill serve sitso in-I riettnt fir ext.iillhig V .S.
ex ports Intot new imark;tl sit ilw lim hwiieitile voiitirhs, ond (2~) it will be a mevans
eit ent ritlg i thie evo n.iis ie ivei (osei f I ie's4 ei 'tint riv-. in addition to
ti wse' tw fi veiv evtsi, I we ittitid 1111it third 4 grf %Iin I lgliiwto nee' to tit, t hot Is,
thle 141n1 wil aid linth livt'li-iimit'iit o 'ifi( W n 111 e'iit titmilig Aitlres of raw
manterials; and ftie'ls Ci r I the Ass selit \\* ettiy hile- t he' Fiad Is not doplignled to
cont ri huh' (lirees v I(, developsinet o ti ew st ireei' of raw msaterIalpt, It will in-
dirvet ly dttl sotb thigh pri vli.in (of illeedod Ir tstlhtie.11ace saunicit Ions and
lower (161imtent to ei et sie's whichI hsave *'xietisive n1011t ritra l eli('' to bring
to tie( world tmasrket. Ti 'itiled St at es etirrettly ptttrchises 28 paevent of itM
Impeirtst (romt hiee' low inc'ee e'i itiis, at uiajisirlt y tf whivith are row ititterials,
and t he preijsivels are gtl fiiftr Curt her Itt'seeses. 'i'he dltvi'loiiii tif oi)etrt
markets and additiottal msuitrees of raw intiterIals mo atndl Ii gloive. for as we b~uy
meore frtin thteis, they haive ist' vetetive defmandl teo by istire froin its.

In st, itattlatitig greater e'xpttrt s te the low incie ettniies1-1 the U'nited States
miulst have resi ictialde*1irakuee that we will Ile roepii atid that these new exiort
markets will be' itslstitwd, I will neldress, briefly (,itch etf two qulestions: thle first
oii thp market, de'veloen(tt piotetia Itl i the b4ti iie cote m~iitris, and the second
onl the prospectus for rqmsyttte'it.
Market Developmentl Potetiti

Whatt Is the market dievelopent , uttettt itial Ini the'- low~ Incomse countries?
Our analysils of U.8. t rade with the lotwest inicomte ceiitit-e' shoi that the U-.

market shire lit tiseis countries is relate ivolv suiall anid hui beln declinitng during
recent years. Otir eIxplort pe(rfo~rmancet has 6een particularly weak relative to our
major competitors. Part otf this may Io explained by tli'ttattce and traditional
relaitionsthipst, btIt imist bie recognized that at large propotrtion of the Imports
of these countries are filticed bv official foreign credits, and U.S. credits tol tese
countries have been growing much more slowly than those of our competitors.
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The question arises, of coutrse, as tAD whether these countries havethe absorptIve
capacity' to Imp~ort goods and services; of the mnagnitude envisioned' unior the
Plund. An Initial lending volitime (if $I75 million annually would amount, tb about
2 percent Of the total 1072 inorchandise Imports of the 07 countries, Involved,
Another standard, based onl estimated tote I annual investment of, $47 billion
(18%/( of GNP of 9200I liliion) InI these countries, exclusive of communist nations#,
Indicates the annual flow wotild represent a little more then one percent of Invest.
inent In 19172. Based oni these criteria, It, would certily seemi possible for these
countries to Increase their Imports by thet $0i75 mliIon which would lie added
t hro15i the, Fund,

III termillng which pmn dudei %would he provided assist ance under the Fund,
tiareftil ctsideratomi would Iw. gi't ' to those, areas which offer the beuitlrompeatit
for expanding markets for U.SM. jproduicts. Presenttly, U.S. exiports to the twelve
lar est, jmureiasers lin the groum lit term oif broad categories can be broken down
asi till ow-t: 31 4,j agrlon it tral gtiods, 281" lit raw and lnteriitediate miaterials, and
411 % in nmanufaiturd macuhitivry and eqtilpnient . H owever, It should be clarified
that time lrtt1)ts(d EKI(F woulivit (Inaniee agrieultutral iprttdtctt, ince there are
already adequate lirtgranvis to handle these exports. Wo cats export more manu.
factired jirodtets to) the low income, countrie-s If we offer terms that make sense
lit view oif their own vetintine sit nation ; we believe that the proposed Fund
would help its to (lit thl.
I'rospi-rl for rcpriyrnen I

Turuilig now (t tihe set'i iit question, whattir tm ie( Ipro-1)ectS thlat the rccii)i0cnt
of these propomtsed c'red(its Will Iwt ithit' it) repay tw, hutlld t.i iates'f

llii Coiiim'd ext u'riial debt ottittuutliiigo tif th017 developing countries with
(I Vli's oif less I him $375 pe'r tailta Itiioulnteci to $39t lillil ittis of lDecember 31,

11170. Neatrly $20) bilt ii t(if t his aiunit wats et inet'nt rated InI four ctountries
(Sioith Kiirea, Inidoiesit, I iditt, wuid ia tiistt). The reniaiug 50 percent of the
otistandiug debt was (list ributed awning 113 coutyris.

Tilt- etncont ratiniut a ctiideralble portion of t 1w total 111W debt inI a relatively
snuall muiilber oif ctituitries, dt, not neessarIy mteni that these few countries
will be tumble, to untet heiir it1 ligatit ins liir t hat tit 1w m'iuaiiing IX's will be
free tif debt iprtimns'i. 'Ill( iividitt cause of Li C debt, problems, where they
lin fact, exist, is due lto thes ina~dequate ability of the ecouitnny to generate Muficlent
foreign excn ge to service the debth obligations. 'rlue remisti for thbu inadequacy
vary but, liay% lie attrih ititblt to qnsophisticated cost, henolit aindysit; of project.,
Iiieoetive debt uulitatge'uieitl poldici's, iuisuffllt'ent, ('lortif to piromote exports,
or ailt ernattively niny hie (fue to facttirs entirely b~eytond tho control of the LDC'sj
tlieiselvtes, sue (i ats dleterlorating tt'rmnt oif trade or'di(cliilig aid flows.

It Is generally lin the interest (if the U nited States tot filince exports to develop-
ing9 count ries ii there Is it resomuable assurance of repayment lin accordance
with agreed sclwdes. Thls, (of course pose1s the qluestionl of how one obtains; such
reamtinable assui'ailcos. Nio single indicaltor ('Xists Of the RbilIltyof coun1trli to
service their debt, obligations although reference is frequntly made of the debt
service ratio which compares at country's debt service with Its earnings from mer-
chandise exports or from exports of goods4 and services. Theo fact it; that the debt
service ratio Inay% hi'1 (quite misleading. A country with a low debt marvice ratio
lm, have at llimitd capacity to absorb additional ielt If It purmutic unsound Mian.
clal andl economic policies, wvhle a country with at high debt, service ratio may well
hie able to (lake on additional obligations Ifit Is actively and successfully attempting
to p~romotte exports, nirsuing soiundi Internal policies, and p~romoting a favorable
Iivi'stint'i t climb ate. Mlexico provides- us with an outstanding example of a country
lin the litter situation. lIn 1000 Mexico's debt service olig ations absorbed 6*4
poecen of is current account, tarniiigs a rai osdrby higher than those
typically found lin count ries having (lifilctltie meeting their obligations. Brazil
lis another example. After rescheduling its debts lin 1001 and again 11n 104, Brasil
hals ben following sound financial policies, attracting high Inflows of foreign
private andn pubilic Imnvestmients, and Is today considered a sound credit risk.

T hits, wvithi the ternis p~rotposed 1mm the Senate bill amid with careful attention to
the nat tire and uses (of thie conmmnodities flunnced under the proposed Fund, we
believe that the low income countries will ibe able to offer its; reasonable asstiranco
of repaymnemits. It i-; worth noting that the developing countries are currently
jiaying out ahtttit $7 billion annually to service outs4tandIng external debt. Of this
total the United States Is receiving about a third, (or about $2 billion, per year.
The Umuted States is etiremtly receiving annual repaywmentto onl AID's development
lon alone of $300 million. TIhis will ri-se to $000 mnillon lin the next decade.



Suggested Modiffications
I would like to tutrn now (tw moiue istiggestionm for modifying the provisions

regarding the pro )omed Ftund inl order t o make Its operat ions more consistent, with
sud fiscal practi ces.
Firai InI regard to itm lmodgetIary Impact (Section $01i () wek note that the bill

treaty; tlie Fund in the NUmiI manner iw the K l~t-Import, I nk oJperat ion, which
exp'iudem It, from the Iudget., We reeoiniienii that the bill be amended to provide
for the inelukoion of its cost l inl( thelidget totals, andt also for thie ffinancing of the
Fund through regular 'frvaimrv securities,

&eroid, we recommend elhitntIi ini (of the Itiiiuae In Seet Ion 90l0)), which
authorizes the, reflinaning of V.S. e I)prt ereditsA. Thism ant htrity witd conflict
wit Iflime oQ(f t his Iiini fo i arket dteii' IIlme m r, OSPS.

ThirdI we willit, t o eist ire i lia -t t iti i if Ilth I) I i I0 tmilij'ct 10th t11he amoun111t;
of the hiirruiwim maid f lit, time of flt-e rvtiims foir iterv.-t subisidies too the( annual

apriiirt usion e~

lit brief I wi mid like tii mdd t heit.t of the Treaisury I )ej nrt miteut I t tile
priipi-d (,*,sport i )veli'pnn'nt ( 'redit 1' utd. WitliIh felmi dIt-oaiin I havel
s liggeist ed, It lo muir view% It it, p eri m-A ied 1'Vid piakex gmuid ei 'mili' se-me hboth
for ft ii Unitedi iti'es and fo r ivii' -low imie I" imit ies.

Spenatorl.E'IE I now pii'sidiuigj , 1Ii'. Mi''etilI,. w~olidl t give
Ile olie Oi deat ofl' ow wiat ,voti art p' ) Oi Ioi.( (101)1iie w1Siith ;0111. t he
*Japanlese ire doting tolY i I tlie NAvity of softt cret:it soi's, their rate",
1111(1 their flillits5

Ml%. II AXNtiV(, i'laov 'nAlumlit ted somell (11111 to thme slit iI.' Let me
julst, pe flice, 11i remarkt 'ls 031 t ItiS ]01)iiithi ' Oii(e to 14a1% it is VI'.V,
illihiei'tt to he dtffhiitive. Ot her (,'ounit Pies oftentijie'are not as1 openl
its we irelV ill descr'iinhg whallt we Iaro doing aind for e'xamplle. ofteuitimt'Rs
wt'p ohttittl iii (ot'ittiitioit onily throulgi til' lioitolhetotl i-vp~oItitg-hlsi.
ili'4stil con ilig ill to is.

Senttltoi' BN SiN otime nts there is it telldeneey oil tlie jui rt of those
people, I suppose, to e'xaggeraite' w~hat is lbving (liii(, to exiiggeito

iMr. 1:NsEIt mlay well be lit we (10 haive suiffivienit prtoof, I
wIouldl saty, to know. for e. aitile. thle Jalpinese do oft',' 3- to t5-percent
interest, terils, from 20-to 125-year mr'pivniuent terms- the (ier'ins from
2 to 3 pei'('nt. also r'i'haymnit sterns which gto front 22 to 80 years.6

Sentitor Do''EX ) these terms go ill till I to these types of naftionls
tilat flight nlot, hatve a c'redhit ratiting?

Mr.JEN6 s:. I tink in ('erti' e auses they do not resti'i('t it to
those ('fl5(' bitt lit least the( evidencev we Would halve wolild senil to Say
thalt is the wav they halve penetratedl those markets and this k~ oneo of

S thn major resns, 'why Nwe liiivi lost market shitrie. There has h)Cefl it
l i ttlel notable decl ine 'over the last 5 y-ea inl the percentage of ex.
h)Oltt5 to those. Coutntr'ies where, tile 1'.8. Imarket. sharve hals declined,
anid ono of thle reaisonls is quiite ely-N thleyN are gpttinig ealsiet' ced~it
terim f rom these other idustrHill nations.

Another reason, of course, was the excliange rate and-the devlua-.
tion of the dollar does pult uis inl a more competitive position. but it does
lnt exlaitil e entire amlounlt nor does, it, explain the colitied ability
of these conltries to Boll inl those markets.

Senlator mx'm. ()n whose data would you make a determination
whe' 1ther or, not thle per Capita, income wvas leS thanl $375 per person?

Mr. IVNxEmsEY. We depend onl. I would say, two sources. One Is our
ownI anlalysis Of the eConomies4- and thle other is the World Baink, wlildh

*Jh'e appendix: B, page JOB8.



does per capita Income studios as part of its annual economic analysis
of eahIndfiual country.

Senator 1NT~svriN. Dot's this niot really amount to just sort of a soft
arm extension of the Ex port-Import BankI

Mr. 7I E* Ev:sgvY. I think you could describe it as a Soft export
Window, thait is 0110 of it~s major purposes. I think that It, as I say lias
a dual purpose. Whether it is a primary ono or not Is like 40lgn
whether glass is half full Or- half 'Anpty., Bitt it is; quite Clear this is

goin to pomote U.S. exports thitt would lnt have taken place and
that. 18 % wia, Exiinlmnk is pr1omioting, ('xI)oits. lbiltoil eomiiai
terils. It is for that plirt icilat' reasmon, as 1 understand, the Seinte haRS
thotiwhit it Iiitit't lip, itoiiite to li tiwl tis fnvilits' in the All). Woo

toIo . hiVe dt1n wi I t I IeI I Iit I I 'xport-inijiort operat ioison at strictly coni-
IIt('ilbii i s 1251. 11( for thl t i't'itott, it seetils to its moe110 a private
to ttmke tin Eximlbil tIk-A ID JSe'Jim I'll t ioll.

St'ifttor l~Nii.I Itld (l t t til ii11somthting$ almitt your belief
in the othlity of these pevole to ablsorb) these ioducto and In turn to
pli for hem. Whi hit eenvitow iiistory or' 'outies' wit, mit 1)(1 $200

)1111 t'i1t a iltte ill thi lie pa 'jpl eit 'of dtlbt 1111d1 reseIlldllg of

Mt. 11 h-.- s r1si~w. I (I() niot liivt t lie figie, pr' )(eistly nt. tlly fingortisp
Sviiit or. Thteie litrve I ieli ii iiiiilber of iest'etl I igs itati1 they telli
to have fitlii with coutilt ies att ]last, III myIN ownI expIetleci, atutally
so110i11wi t iii ioe tltis gricit of eminfivtis wit Ii $200 ver capita income,
I IOW('vti, t h lo11wet' gioi) (lotes I ini('e Somic t'ounit mts which have hand
to efinitiweW dilu (delbts III theV past. I thinki. 'in gei'nrl, the need for'
lotlge I ('t-ill tittittit'' ig is (l('iil)t I'll ted1 by IIe( fat, that' if we loaded

hemil tip) withl stiitlv 'iiem ieiihtl dlebt t henwe oldhasuigo-
selves the li(vwould n~ot he I~)ie to ply it. I I' think the Purpose of the
f undo is to' ci'ovidle fillttiilt Iveitis. r-ei N)) vict 0ei-i1i8, loan tormis which

1X'C'5(lii11ig o~wiat ionls,
I haive someit (hit al here, if voul would hike, which I call i'eild.
Sv'ili to)' YE'~X es, I W61itICI
Mri. I'l: N. ),s ry. Since 10.)56, It) tltvtloping ('oi11trIR' have partfici-

littcd l i 3 mul,1tilaiterill debt resehevdulligs.
senaltor BE''E.Ten ? What. art' thet ('tit('ria for deve'lopinig
'ttti'v itolall it s lvr '" ezpit a iliv(oilit'

m', 1lE1N NIT5$Ei. TIht would he uiid'i a tltousanid dollars.
Senator I''~.Now, you tlo not have anything that really deals

with tliest 'omiltries that hutive under $.375?
Mt.Il' isi. SiX Of these 10. and1( tht'y ceoiiiited for 13 of 28

rescediuings A ctuI~e ofthem fln in tlte $375-and-mider cate-
gory had to rei'o(lditlt more1 thanil once. , here was anl additional agree-
intt. resehedil lug atgreetme(nt which we a'enched with the United Aral)
Republic III 1971.

Senator BEiE.A r'escheduinitg ng'eemtent with which country?
Mr. 1hxxF~ssvT. United Aral) Repu blic, which was not Included In

the six. TIhat apparently hans--let me check my list of per capita
income. Its per't capita is under $375 so that that would make a total of
7 of the (17 countries that fall into tile per.! capita income of $875 and
tinder category. Seven of those countries have had 'escheduhings In the
lnast, some of themi twice. There have been at total of 14 resehiedulings
for these countries since, 19,50, according to the information I hlavalhere.



Senator BNTsI. Now, if you were in my position and had to go
back and report to your constituency, how would you justify an filter.
eat rate such as ths when the people in my State are having to pay
three and four times that for home mortgage ?

Mr. IhU~zEssPY. I think there are two points to make hee. The first
is that 3 percent is a floor-and I think the intention is not that every
loan will go out at 8 percent. I t hinl there will be a subsidy element in
the majority of the lending by the development fund. That is justified
because it will create incremental U.S. jobs, it is going to promote new
exports, then it will lronote new P..S. jobs and it Vill go-Senator BV.NTX,., WOUldl not additional honihiiilding in this couin-
trv at. lower ite rest rittes create these jobs?

Mr. I li . Niss5E, Excuse me
Senator l t.'s,. would d You not, argli the sa1e way that lower

interest1 rates for ]llolntiildli g for ii')l'tgages woul 'create illore
honieluil(ling ad(l, in turn, more jobs?

Mr, Ih:xxr:ssi . I believe you can.
Senator l,'irF. 'rlu' same argument would i'evail.
Mr. YeEY: Nii. s, it ('ertainily will. 'iThis vill have the double

benefit of lomoting exports at a timrie when we' are all concerned and
agree that he Il'nit ed States just has to iltln'ove its trade positions.

Senator I'l ,'NsTN. As kar a' 's J)orts, ](It its talk alxilutal ne of pay-
inents, . its talk tliout tile U.S. dlebt. W itit eI'flet would thfe loans
have on the balance of Iaylleents atild the debt, structure?

Mr. 1 lElNe, Well, th ltrpose of the fluid as we see it, it will
I'omote it(' I. . eorXlo'ts thtin, would liot take place. There will be

associated witl it an e.xt ('lsilil of ('.dit a 111 iln t hat sense the longer
the 'redit terns the Ion ger it, takes us to recoup it. ks was state(, I
tinuk (il ite elo(pently this i1orlilg. one, of the It 1atjor lu'1 OSOS of a
fund like this would he market penetration, gtting into th e, market
where Wo (10 .ot now Olwral e l li th e stipplier system and the
niehmies t hiat. are already there come from otlie,' countIi's5 so spare1
parts and the wlole systeii is oriented toward otlier countries. I think
fho initial iilmpact wohl he0 Inteficiti! on our trade uilace and in the
longer run it, cold be very sulstantiallv beeicial as these countries
grow and as we havu seel other countries grow in their demand for
exports.

Senator B1NxTrsEN. Would the loan Proposals be initiated by the
fund, bv the United States, oi Iby the reciPielitcount ry?

Mr. .vrIssm', Let me defe on that to Secretary Casey. I believe
this is one of the details wich he was mentioning'we would submit
in the detailed plan.

Mr. CASKY. W,el, the money would be made available either to
other countries or to intermediate development banks which function
in those other countries or directly to importers in th other countries.
private traders in the other countries, and this would be determined
on a case-by-case basis. Also, a portion of tie fund might be made
available to another counttrv to use under rules to be prescribed and
to be part of our plan of iniplomentatin, which will be filed here for
congressional scrutiny, and then we Oould impose those standards
as a guide to the other country in making the loans for development
purposes,.

Senate Izxrs~N. Mr. Secretary, I understand this is a floor inso.
far as interest rates are concerned. Do you have any figures that
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would S1how our ex perienco 1 whore we have had this type of sit.uatiOn
where we have hadi a floor, as to whether that floor became the rule

Mr.. CASEY. I do not haove any at hand. I think we night look at the
ex perieiw of (Ithe development loan fund which has a 2-percent rate.
I (Io not know whether thils if; a floor or-thait is at flat rate.

Senator 1l.xis:.The devd'lopinrlit loan fund, its I understand It,
was 2j, veenit?

M r.AN ITN EMSEFY. Two percent (luring the 11-year grace period a~nd

Selnator. I I"is'4N . Did not tlhat ill effect N-Come the )-file, ritthier than)
the floor?~

1.1' 1IWNNES~S. T think it As1 a1lays 111teiid to be a flat ra1tP.
Steiiittoi'r Nis'N It is Iny t1li(Ielst ailiig froi tile staff thalt was

a floor.
Mr. 1'NNSEY would have to ('eck that. T (10 not know.
1,11 Iliinmutl of tIhe 'FI'e mi'y silimmim-il% lymiilim it wi'd io1ir to toiw C"om-

limlt lee w W11101 filt( I'MII part
1'Sm-tioui 1Oi010) of ft(e Foreign Ammistime AMt o 16, ns metidled, reilUmre

thlt, iieveiopiiwnt. Mail fimu ni14 siitHot W-i loned- tit at rate of imm tblt three 11er
('m'it imr year ('oinhumidinot bi 111 r than m i years atl( f rIlip Wunill imiadi. anod
not lesms titiim two per em('it l1'r vienr iii'In it(,tl Intl iiti'li-iti r lerid, Pure rtes

lil' e(I'li'id."

Senator' Thal$N.fit rate. ill efl-e't, lWQllilUC the rilep. That is what
('O1cIi'ii5 11P1 Wl' wet tti 1k ab out at floor. Ii JO ths 11i!,1111tt pmt'(': i s
there to try to get, what inighit hp ('ons-ider'P a i'eitsontible irate, what
the tra11ffic wil htI ' 11

Mr. ThNNEM~YIi is Ies(l'igild to lin it funid to imake' it, possible to
provide i'oi1lp'tit iv fIiliicho1 tr to that oll'ered by Ot her' counitvies inl
economic coi-t ition. T woiild think insofar' as we could control it
and1( tl'y to i'()nti'ol it. wo would k~eep t he rate a1s low 11s nle'sary to just
tOe lisiltess. 'lt 11has to h( im an 'leneit of liilgmnt in that. f'n adidi-
tio. T think that Ithe hiigheir anl interest, r,1hale bpt nlne l red thle fur-
tlieir the fund would go. The lesser and lesser reflow you have to Suip-
poi't a eonreessiollill rate the fewer. loans youl cold support. There
w.ouild be all ilneelti vy to 11111inta in as. high at ritv aq the1 Situation
would Stand.

T hel ieve in that rvspt he lire will N. it I'vview 1))v th e (t nl'egs an1d
it has bee'n suigg(,sted not oil] v thme annuit aiwoliitioll hult tlhe'e be
sOlle inmter'im review e v(-aeir. 61 mItoni Is Or whaltever. 1 thimik there(
has lieenl fin al('qthi te leorisl itt ionli history. today. ' 1 pel'eeit is at floor, it,
is not at flat rate. so that I th inkl t hern. I'I,( almnld ilebhanlisiln oil the
part of ( ongress to make suire that it does not, become lnt Only a floor
1)f11 ceiling.

Senator 13~' 'sm.:x. Than you,. Mr'. Chairman. T have no furtlwi'
questions ait this t impe.

The (ill~i~mv'. 1 111l1 ('onllelf RhtlOlt oild' 01' two thiiiip, which ill.
cldeiitallv you may b)e able to provide Sonme information'on. We have
been confronted forl many1e iV's now with theme quarterly good news
an1101nonCets Out Of thle e)parItmen~lt Of Commerce1-0 that, we had at
favorable bRalnce of mayments oi' else that we did lnt haive at verv' urt
favorable lbalance. T think you Say, inl this quarter we had ai balance.
You leave off the ocean f reiitt or leave off the giveaways and leave off
the soft loans. So 1w the time volt get through leavig off all of the
minuses on Ocean f reight, you adid onl a bmnch of pluses oil these foreign~
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giveaways, gifts, soft loants. anid all that. You plit at lot of pluses Onl
there thit, do'l not. belong oil there and take oil' at lot, of IIIiniUs&s that d1o
belong. You show upl with tile deceit ful, it makes my blood boil, fr'aud.~
111011t. p)Iewi'ltations iwheul yOU say that, we had anl even breach il ti'ado
wijeit, aweoi'diiig to 0111. ealcuaatioi this (Iuai'1ter, we lire going at thle
r-ate of it $15 billion dleit.

Now, what excuse do you people have for not, putting that ocean
freight aeount its part of th ese. trade figures and of 1)uttiig this
deficit, where it, really is rather' than deceitfully misleading thle public
to think we had tilan eveti l realk. We lost ourl halt and about everyvthinig
beneath our1 hat whenl v'ol look at thle cost of thle ocean freight, most
Of Wi('l is ltuled inl '1'11019t1)ottOlliS4. atd ait Wetl 114 thle tac't that
you are taking at foreign ai1( p)rogr'am like Public Law 480 and count-
Ing it its it' we we paid I 111i'd cash, You Jiput it down lit at great big
gain ats though youl inaido iioiiey, when youl actuallly gave thle com*)
uiiodlitieIs iwt to Hsoa' I'Ortigii nut ion like Iniuhii So t lit t'armi'l takes
less for his p~rodhtct anld You ('an1 get away with it onl tite theory that
it, is wVorth itliolttt' n ot lii li. ()it t hat ttaits we would have Haved
mlonley onl thel o('ealt f'iil b,' oititiillig it ill the oveanl or burniing it
or litig at match to it, Ilut, you lput, it downitas though you made
Mioiev.I, If voil wnvv t' ai ll iou 10 dolili's, 'onl 11ute at 1)1ilit dollhi
lpiok~ i111d c'harge'd te billion dlollatrs off'. I low (10 futi'ieis anid people
Nv'ti( 1(110w ithiotit that ('licLalie'y lint ilt) w~ithI it ? I low can you defend
tlt? D o not 90 wret'l'(t'l of O il, 'outi oii' 1 this Euri'tt etp their
foreign a idi li-t I onI VJ, hi'.isititss t a king trtadte iit() account ?

STATEMENT OF RON. LAWRENCE FOX, DEPUTY ASSISTANT SECRE.
TARY OF COMMERCE FOR DOMESTIC INTERNATIONAL BUSINESS

Mi'l. Fo x. Men a tot' Lolitg. ats yo i tnow. ilit' 1)i'j u1t i tIliit of ( 'oliivei'ce
has bee icp i it -it of' xom i ltit rst andi it'. t'oitin itt (It's hIIle-t ill tie(
Subject foii somit tie anitd 1 i1111 ileam-d to tell voll that 1 Icgiid ar.1 ant-
an lry I tw he diitil will bv pilihlisttid inl tile con iv'cat iaa 1i it wv a I'tl1as Onl
a1 c14. f. batisis. 1lii1, itmw (lit tit wI en th l v a it'a ii t Ie. wilt 't ill'mit it corni-
ha 11isolt oil ii, v.i. f. 1)ttsi, withl f.o.b. 1111d1 yoli ca('ctiuj vlit it' themn with allyv
eoluttii'i's itnd I think wt' wvotld aittt'upt selvett'IY to mallke possible'
('(tltliiisol foir pr iior' ,y''aI's so fthat it wi'ill hv p ossibl ie to see series of
(li1t t.

I bet m'v t it' Ii istory of the( sttbject is at long oii(v itll I think we
staritedt col lt'cing 0i(111 (ilt f.o.b. si niply 1betcause wt' hald an f.o.b. ltiti

.' altd that is tit', ('onil i onal wliti cotitriies collec'(t thtelir (litta. oil the("
thasisof the waly tlu'y iit vatlivteir i ipoi'ts.

'l'ltt 'aAIIMiN As I ttitl(wl'til it. tile i'isoul that v'ott have, the(
staltistics thalt Wf'a ', is t lt ji'oi'ision1 ill thtt ( 'onStittionl that pro011hits1
(il-tiititionl as btwttit pbor'ts. Mo that with t'espetctt to tax p)olicyS and1
ttivfl's, if we tire not to discrintinate betweenl polts-l'ecogilliigl that
ovt'a freight, to Oat' poit would be gi't'ter t hanl the oce1t a freight to
another' otie-thle tit iffI wottld be o'liit.i'ged onl ti f.o.1b. bais. i'iehl Is
hast'ed onl foreign v'alte.

Now if youl wanlt to t'll thet Aiterticatn people whtethier y'oti made or'
lost money. it. is relevant to know htowi miuch youl pid foi' 'it, including
t he cost o f. (well f reigh It.

The wvay most, pmeo (10 business, tile same way butsinessmlen do it-,
is to sell Nvithont, putting. the freight. down onl the books, because. thle
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man on the receivn r end pays the freight. If he is buying, the freight \
is part of tile eost o his goods, so the freight is reflected in the price We
shows, The way the books have been presented to the Amerienn public
for many years now. has led the public to believe that we have a small
deficit, when actually we have had a lig defliit. We lid a period of
5 years running wheil it. WIL', made to aplwar that. we 11ad i 2 $19) billion
profit, when actually we had it $1.1. billion deficit.That is I difference of
$20 billion.

And now, frankly. I have had S eletaries of the TreasurV tell 111e
they thinkc I nm right about that matter. The lady over at, the TRaI1Y
Coinmission who is Chairman also soes to think 'that that, is correct.
I do iiot understand why vwe do not get. this matter straightened out
now. When you pl eople go to the international con ferences, and I ]ave
been at, soim, they take vowr own trade figures and rit your nose in it,
They say you people either have n Ihalance or you have ai favorable bal-
alive. This. then, completely (h(st roys the islis of your arw'uement that
thev ought to make concessions oi- abso'l) 11ore Americanii imports.

Why in the devil do you want to deceive your own people and fix
it i p so thnt you cannot siieceed in a trade conference, It frustrates
your own purpose to begin with, before you ever go there, to try to
make it appear linth you have a great big i profit, whi en you kow and
we know, taking it all into account, that, you have a bii loss. Tt semis
like the illustration T gave this morning about, mly old friend trying
to work his way, through school trying to teach people to fly airhI)Mnes.
On a clay in and day.out basis, le made a. profit every clay. But after 3
years he was broke, because he did not know enough about deprecin.
tion. He did not have enough set aside to replace the irplane after It
wore out. Is it not about, the same way when youi represent to the world
that you are making a big profit when the fact is that, you are actually
show a 1 loss?

MAr. Fox. I hope the now system will meet, the problem that y.ou re-
ferred to. Tt certainly is a real one. There. is no question that' if you
value the imports f.o'b. you do underst t(, the actual cost paid by'the
U.S. public for imported goods.

The CITAtIMAN. Here are the balance of trade figures that, my staff
member handed me. In the first quarter on an fo,b, basis, youi have
minus $1 billion. Our estimate on a e,i.f. hasis is minus $21/2 billion,
Second quarter, f,o.b., you have a minus $0.3 billion. We estimate a
minus $2 billion. For the fi st, half, by your bookkeeping system, it,
would be minus $1.8 billion. By ours i which we think is correct, it
would be minus $4.5 billion.

Which do you think more nearly reflects what out' situation is in
world trade?

M'r. Fox. I think it depends on what. you are looking for.
The CnATrM¢x. I am not talking about charging a tariff, I an talk-

ing about whether we make or lose $1.8 billion or'do we make or lose
$4.5 billion?

Mfr., Fox. I think if you are looking at the trade balance and nothing
else, how much did we get for our goods and how much did we pay
foil the goods, then c.if. method of valuation gives you a clearer pie-
ture as to what the balance is in trade.

If you are looking at the total balance of payments it should come out
the same because it would then show f.o.b. figures for imports, you
would show the shipping charges in your shipping accounts, so in'the
balance of payments you should get the correct figure either way.
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The CI UA MAX. Well, the balance of payments ought to be corrected.
leris the problem about tie balance of payments. Tie balance of

payments is an overall figure. According to the best estimates that I
have had for many years, tei laymemts deficit. has been made up almost
entirely by the defleit iii trade. But enel department tries to make it,
look liko it is somebody else's 'problem. So t4w people ii the AIl)
business try to make it look like AID has no impact on the bilmnce, of
payments. Then, the polpl ill the trtde Iusites try to mke it al'u-r
Sthat trade is a, big profltalble item. Foreign Iivestinent is Mtl))posd to
be a big )lu item and tttiv the military suggests it has onlv a very
marginal impact. But wheni you add ul; i all tiee alleged pltses, you
got a great big minus,

Now, to me the logical way for us to do busines--if we ever get
around to looking aftet' the i;iblie inforest and to taking care of the
average citizen in the couttry--is to take the attitude that we are
going to set these books up to show just exactly where our deficits a.e
coming f rom. We need to know those countri(s which have great, big
surpluses, which mean deicits to us, such as 'Japan, Canada, West
Germany. Tlien we call go to work doing busineOSS in such a, way as to
make then either ship us less or buy more.

'lhoso, of lis who ave Itll-out 1d(,:ov tet, s am] worshipers f free trade
can sayi, well, let us I1take1 Itelll 1ily tto', That is all ri.,lt with mie.
But if you caintlot 1wmle tlheti Iluv iore, then we ought to make theti
slip les. Icallse e lif(t it tro d to ltY 1il of this.

]Iero is the est i inte oil tle lualin(e (If j iyntents handed me Ib, 'Ny
stal l'. n i iquiditv basis tIlvY are est tiat tg it defleit of ,,*.2 billion
(dht'ilng the first, Iiul 1, of this veil'., () I ofli'ial settlelletlits. basis, they
Rire estimating $10 billioul. 'liat is the first hal f. lBv the way. the $4.,
billion trade deficit I glttv wvyo is Iust for the first half. It might be t
$10 billion deficit, it trade Ib. the titii flie v'r is out. For tle cntirve
ven' at that, rate. the defihit in Itlatne of Illvtelts would be $00)
billion, If it is that bad. wlit is 1 hat going to tueiumu to this country?

Mr. Fox. Perhaps Mr. letnnessey would like. to comment on the
balance-of-payments figures. I do toi. hnve those.

Mi'. Ilu.--:NssvE. I think ntuAin. wvitlt tli' ditrerenee betwon the f.o.b.
nd the c.i.f., I think f itose figttes aie correct. I think you will also
recotilzt ittere hav' Ivtti (tConsideraleh iIIp|'ovetttetits. WVe woild etr-
tainly be the last, (delartttat, to try and ttta intain our' situfatiotn i8 a
strong one and it is one of the Motivations why we think we need
anothot' tool in our chest of wenipots to attack the expot. l)rol)hem and
bahtee-of-l aymettts Iprollem m genrt'l, 'lhere is a serious problem
and we (10 I oie it is getting bette, btt we have a long way to go.

The (' 4Atum.r,%x, Well it would apl)vat' to me that if v-e have a $20
billion defl'it iii Ialle of paymentss this y(,nr in add ition to wlht we
have had already, it, will letid io disaster for the kind of )rogrnl tiat
you follows havet bin t advocating ul htere t the lasit 20 ypears, It
means about the stame thing I once told a .Iaplnese businessman 'Who
came to see np with all article out of the Now York '1imes. This was
back in the (lays when you were reporting it favorable balance,
although we knew that wev had a big (l ficit, The article asked why
would w. want to eut ('owlol 11 iatin'se iml)orts when we lind a favor-
able balance of trdne. It argued thfiat we ought to do more of the same.
Maintaining support for continuing existing policies is the only excuse
I can think of for giving the public this kind of misinformation
quarter by quarter by quarter. So he said, well, you see, you ought to do
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mnore busiliess the way you tire doing it., which would mneau-more def-
icits In trading w~it *ian. because we have at favorable lbahleie of
trade. I said, w haegot this great big deficit and if wekeep this up)
much longer, what I amn advocating will have to happen. Tho defic t
will be corrected for thle simple reason that yon will not take our do]-
lars any longer, because they, will niot he any good inl world trade.

Is that 1ot, just, abhoit whIat you pro headed for the wity you are
going i A $20 billion (deficit this year inl addition to Jill of thle dets Ill
prior1 yeai l's

Ml. .'Pox. I aill (eiti ily itot onle to iimttize thle seriouisness of the
trade or baac-f-)yni t ition and I and the IDepit'taeit, of
('otninlere ilre iii sofiltelv ded icatedl to anl improved e'xpott p)osit ion
Jill( I algree with Ithe obserovationl that if We Cannilot sell mloro ul1timaiftely
We Will halve to biii less Iulid that wema! to get it vastly imnprovedl
tlld la(Ieic'Oiiilt a11 anit ildiSj a'iisalhh dc(oliit i for satisfactory overall
bliit've of payltelits.

MV. II iN YSSEW. Let Mue ad(d. if! I Iliilit, that most Of hiat, deficit,
par-t iela fly thle olia I set tleniitl deficit. took place j wit inl I month
wIIen hereI Was1 a1 lot of speel'ulilt ionl early ill tile year, inl Feobrun ry.
I thinki if y-oil look at tilie figit res ill tilie second quar11tet' you will see
aectna ily- we.( had aJill overall sti rpl its onl thle oflici settlements basis and
I thialk whalt we see is thalt we il ive totiched hot tom and that, the t rend
is str:ouigly I'll voli.. AVe have got ii bulg wily toC go biut a1 $20) bil11ion
(Itlicit fo this year. I t liluk, is nlot inl tile elards for uts.

The ('ifIAIIMAN. It' yout look ait, the tide onl at ('.i. basis you (to
not, l111%ye to wvorry about thatf kind of (Ililna11t ic lips anld downs . It ill
jilist tuan lulg riglit a lolig. at great I iig defjict_)$2i/ IIl thep fii'st
quar11ter. $2 blIIionl the( s-cond. $4.5 I il ion for. thle fishalf. And it
will be ill ore tillll that1 lfoir tilie nlext I alt f. I revalyI (1o thItinIIk you people
ought to fil it I )rolosi ig sittgist iois. Illi t seildi ig tw hillIs, anlld let us1
wvrite omeup I let. I thlink wev ought to 1he goi tig back to what, the
(1onst itiltionl i nteiied to begin. , Coulgress Sholid I-till trade policy,
withlouit anly sliggest iouls wivhatever froml thle aidmn itistruatii.

We haltve' listenled to tliet uecomlinendalltionls from yourl x e l under
Mr'. NixlXl ]to%% for 5 veil's anid 1tuidet' Mir,.Johiil11 11' Coiledy,
auld Mr. Eisenhlower. Anld 111i I oul people do0 is give uts bigger and
bigger' deficits. I thl k we iiiiikt' ii great big Iiiistake 'by listenling to
you i. peop~le. We ought to Wvork out it t l1(' elbill ouirselvies.

I have expressed Ily aam
Menaitor Biviwi. Thiik youl.
Secret ry I lennlessev. vonl are Assistant Secretary of tile Treasury?
Mr. 1 i:N~E , That is c'orrec(t.
Senator Ih'it. H ow does tilis prnogi'ain diftier from thle muiltitutde

that weve now, specifically the Ex-poi't-ImpiIol't Batnk aind thle World
Bank?

Mi'r ENSE. It (Ii tl'ers from the Export-Iinport, B~ank lin that
it would provide it range of flexibilities bo0th inl the interest, rate And
in thle relpavmeit terms tiiitt Iit'd' not no0w avi'lble~i for IExitbank.

Senator P itw. in other words, yon feel that the EIxmbank is not
liberal enough in its lending policies?

Mir. IIENEli:. they dto have till export expjanisiont. facility
which allows theml to deal w"Ith Miaher' credit risks, Tihey, folio wing

00thle dlictates of thle Congress, ats I believe you well know, Senator, have
been coitstt'aiiied to primarily, I would say, exclusively commercial
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terms and titis if; a halfway house hlei'e. Th'e l,'xpoit D~evelopmnent 101111d
flops beyond commeeida tiini. to put uts onl a footing, at competitive

wiaisWth whalt other naiolls, industrial niationls ill partioular. have
beenl do0inli for' IIIINs' years. So inl that mense It is different, -it gives us
(o) more f xihilitv 03; iintemlest i'atem andic (b) on repityment termls,.anId
it allows You to t'ustoiii I itilor it to whalt file traffic 11eeds, -voti call t'ltt'
tiditist the Ilate with thi 1)14 iatielim.a gr-oup o'f ('Oitities Ill Wichl the
'I llitecI States 11i1. 6)(011 losing more. and mloire ma11rket share,

.il-. Fox. JIf I might ridd to what M4,. liimessey hats iaid. Senator
B~yrd, ti( le Ximbl~iill( ill vOlm io (1 withI thei t'xp)03t t'jklmigioll fileilitlem,

stit it' Whenti the IXpo expl('N i , r11 iti iy wits (mt41 11)1ihecl mo thme
im It)ol'Xli i tiii "lit' 1'; i 1 aIliitt' to gto )tit', (iCleI48101)it I teius,
iii thiit is 014' of tit' mailjor i-mt mis for iiiis mitii o l---

Sm('to0'l. B1.11). H ow (hilt's tils i ie,' from the soflt 10111 W wimhow it

Ml'. hiANxNEaSSl:Y, TlVi S4oft bat at wi aidow lt Ow he Vorld Banki dlot's not.'
priomiote I .S, vxpJ ou s. 'I'he ae is von tit iVi iterattott hi ddinig df-
im-i'i it oil otr poJ1(41t iil il it iipi iihii hI'EJ't . We fullyi or 1111Y itot,
winl it, W~ienl $1 ol I his is loanelfd. vonl knlow,' it is goinl to resullt inl
$1 of at U .S. ('x )~oIt go i ig out ltiit thn lii't 15Ito lovial cost aId( other.
ti ngs lassovilltvt Wit h it. It- mnus kl of vilit et U.S sierices of Ani
('lIgi itei nI 1rut1 andl 141 worth of net intl physicall goods comn g ouit of
the( I nIiti' I tots.

SmItittor. lim. 11h1s is iti it'W SPenlda ug progia in.I
MV.,IIiNNF:tiY It 1.4 a1 sp."n i ug progrit ili inl thle 4plat' t hlt there

will 6e at subsidy v elcanetit inl it which will 1hv atkeul from the( alin I..
flows and1( go t) su pport t16 h expor~1t~t Irloilto 01 fad ilit, Tle bor-row.
ii1gs will hlot 'tstiltf ill it viewv of iii'w ltlpiopiitioii5 of funlds from
the ( congress. it will 1v 'vaeclia a;l iiOi ,t.hm of thit past, aid Ion uls. aid
i'lItNIVeuIlts anti using t hose to ii1decrwiite, if voil will, this export
jitoiilotil 101ietivity, .

Menalltor BIvnul. It is vorrl-et, is it iiot. the( flind will borrow from tile
1 I i1ei181111v 01' froni tl- hitubl~ic $3 bll 1ion ?

M%r N is. Yes: we hit ye t thought it best to lo'ep thme borow-
ijugs unt1de, tho ebt't 'ili ng. That w!Is on r, suggest ion, To thte extelit,
the'i borrow froml thIe TIreaitsn r. t hey (10 fitl WithIiin the geler-Itl debt
Coliiig.

Serutor Iiiatt, So \o)t will go ouit into, thle Trteasury does lnt have
the $*1 billionl, the 'ifilltt-y will halve to go ouit ind borrow thle il-
billiol?

Mi'.JTEN~ss~Y.Actulliv. biefluse of thle r'equir'ements ill tie bill.
there is a 10-perent rtsv, if yonl tilke it0 percent less it would be4 $2.7
billion over thle lift' of it. D)ep;endiug oin reflows, the Treasury would
Niver to go out, and boilow additional fumd% As you kntomww have to
dio thot. to the extent of disbursement, When Yo u make at loan onl a
project it, may take (1 months to a year to a year' aid it hal f before it if;
(lispersd but essentially, yotn are correct, we will liarst to borrow more
money.

SenAdor Rmrm Borrow njore money andc yon nrme paying what interest
rtte now?

Mr. ixis r.Onl long-term fi cing, around 71/2 percent,
roughly the same range.
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Senator BrDn. On short-term money you are paying as high as 0.27?
Mr. IFNxcssxY, On short term. We are talking about here 30 years

amnottiable, which is the equivalent of 15 years.
Senator BrD. But you plan to loan $2.7 billion between the first of

July next year and the last of December of 1977?
Mr. 1HIkxrssEY. That is correct. But the borrowings will go out in

tie market and we will borrow on, in other words, tip to 25 yeafs, up to
15 years, on average, to finance the activity be-auso we do not want to
borrow short to end long. There would be a matching up, If the
fuid is going to lend at 20 years on a particular project the borrow.
ing from the Treasury would have to go out in the market at an
equivalent period of time.

Senator Brnt, In any eas, you are l)orrowing at a very high interest
rate.

.M r, E'. NsERsA. There iS 110 do1t Ilolitt ihltt,
S.intolr BYll). Yoll are m1ol'0 of an expert. on this, hut the more tie

TIasiry goes out allid bolrro )lws t ll(' mone 5'Cthe nlmoney becoilnos, I
assume, and tile higher tile interest rate will Ihe, it has an effect on
interest rate.

Mr. HNNR.w. It would harve an effect oll itertrst, rates i necuillsQ the
demand for credit would Ih going 1i). the 'lreasury would he going out
issuing now securities. The amounts whielt would roughly he 80'1no-
where ini the order of $675 million it year, ill the overall iotal U,S. out.
standing debt of $too billion, would not have a very nrge impact oil
interest rates, but it, obviously would lave some marginal impact.

sellator BIull). Would Ilillt ant Pakita n he involved ill this?
Mrl. IWNNEsE.. They would Ie eligible as both of those countries

havo per Cajpita, illcollies. of below *$375, I think those are two markets
where. the Unitedi States has not done as well and-

Senator Bynn. You say the ITnited States has not done as well?
Mr, HI'.;,ax'ssar. In exports.
Senator B1ran. Have not those two countries gotten ti bulk of the

Illole that, tie Congress appropriated for the soft loan window of
the World Bank?

Mr. JI.NEHEI. Those county ies have gotten it very large propor-
tiou of the soft loan window of flhe WorM Bank. What I was refer-
ring to was ,the fact that our exports, our commercial and Ex-Im Bank
operations in those particular countries have not been as successful
as some of the other countries and we think one of the reasons is that
we did not have this ability to compete in that intermediate range of
1)eing able to offer longer terms.

Senator Bynn. We can establish the fact, can we not, that we have
given both India and Pakistan a great deal of money through the
soft loan window of the World Bank?

Mr. iIPsNssPY. Yes, sir, we have.
Senator BYm. Ii this now legislation for the benefit of US, busi-

ness or for the low-income foreign countries?
M r,. IIExissr. I think we could debate that for a long time. I

think it. serves both purposes. Is a glass half empty or half fill I It is
quite clear if we give longer terms to the poorer countries they will
have been benefited, If we promote U.S. exports that would not.
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otherwise take placee then the United States has beneflted, -We have
created Jobs, created new exports and have gotten a foot in the door
in a market where the door has been closed.

Senator lhyiun. Would the.Fund finance the total cost of these proj.
ets or would cash downpayznente by the borrower be required'!

Mr. 1IENNEssEYY. It would only finance that part of the project
which hain to dto with It 7. intp[orts. I cinot conceive of many proects
which would hanve 100 percent fund finitncing. There would local
costs of labor and other things that would not be covered under thle
termis of thle Fund its set it .1 ft wou(ld~ only cover the U.S. engineering
service or the turbine or tile generator, whatever it is, that came out
of the Unit ed States.

Senator lByitn. Would tile foreign government be thle borrowr.I
Mr., Ih:,.NN,"SSIY. I sUSpecVt itl w ,uld Ill, inl theo majority of cases but,

not exclusively. If we canl, again, thie terms can 1)0 tailored to get- the
1)ulihesM 1111(1 I tlink if it. !old~ he (do11e so we could sti'enlgthei thle
private sector inl these countries find( not bite off our, nose to spite our
owl) fees, It tinlk tha ft. opt ionl sh1ot lId I)(- k&'lit op('uI

secretary Caisey uuuaIy haive So1ne Views onl thant.
' f. ( 'A5in1'. YvIs, I llgr(. I $i% 11 t, 1 ii I('$ITIOI5Q to SllfttO1' Bent(.

senls a Ilestionls before, 80o11e Of t0h0 loansI would Ibe to government,
Sm'tio0'Iil ''$N t' hiltieii' volt.
~I.1r. C .%si:y. ( t liers would hie t0 ilit (11,1111dialte credit failit k's 1111(1

ot IU'I'5 to flil liivilt' Sector',
Re(itorl'Iiiii. Knowing I lie c'ounit~ it s you (1o, would not thle

11 lajorityvof t lill be U' oin s Iire ;' N. I ) 1v gove I'hI uliti
Mr. OiAAEX. Y('-. I thlinkl 9o.
Senator Bvuz). )Diretedlv to thle government ?
M r. Y~Ae. 's, 811r.
Senalitor 111111). For. QXhI II )ll. Siij ipoSe a1 govi''i uI' 1- (wollid de(filillt

Mr. C 'stmA'. We 1o %V hut ev wvet W e oolklet.
Sena1tot' Bvill). Let Ine usk v*oui ti is fotr til he cordl. t hi'i. ]low imiaiilv

Couiiti'iesio o1We tW I le I'lliit'd~st aite ?
Mr'. I E ICSY (1o not1. livo tilit, iiutiiilwi othlifuiid. It is well in

QX0c'5S Of, I g111e4s6 Of() 0 ('01lAIit't'. LI', Ill' V ill tctIiiS Of default
that. nll of tfl ic'5(' 111ouiiit 1i lic' iliel''s of ill' 11orldl iamik and1( tile
fI[IF find tiprue lian'i' been no h' faults simie 104. 1

Senaitor. IWIII). I low 1111111v' C'oltnt t'15 no0w owe the Uniited S8tates and
have not paid tihe 1 mted states whalt tiev owe ?

Mr. JINNREY ''eme )iave ]lx'en, ats f rejoi'ted to Senator lientsen.
there save been sonle 14 i'csehiedhlings where the. original termis could
not be niet', they h)ad to turn, as it coiiercial bank gets into a lprolbleni,
they turn aronl find reschedtile it.

Senatitor BY11un. Is it not correct, Just to take one country-France-
owes a debt to the United States andl it hasi not been paid?

Mr. 1IENNEssEY. There are soin, ats I understand It., sonic clatims
related to tile troop) witHrawals vhlicll aire under discussion with thle
French and whiich we fire hopeful will rl'511t in a pay ment to the
United States. There is, of course, also World War I dets, France Is
current onl all its other debts to the United States.
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se~itll jill) 1 la1.4ltissia l th it Hs deb1t to thet I itited Stat's ?
Mr. lINNsE.I iidt'P ltitd-h'iist. lil Ilgrel&' t wits WflS 1vod at with

t hem anduc t I~ a(% lit-( iiit-fiig t hose ; myiiwiit s ait th Iis ti me.
N'nn tol. I I;-ll.ill. ligrv IZ It'll it u'as toi 4''aited I hIv tin k of it. was it not?

11 EN Nil (i:s~v . rhti't W~s.1)Ilt' ide(I ingJit coh wat (mms t of i'i'ecfII

owed it) l its w i l tri'i offt.

t eli l t 11 It I'lie r 'I,,,f eitio thi l weia I lnt ''n it 'ltol- ti is

Mrg. l:N~i. '1'ttiiv 11 Il i th i ,st ilm', I thiiik flin1t is one( of thel
aispects hatu would havei if) h iliild'il ill w011t set'tiir-v ( 'sv

to Owi f l '.4 fo i~ t, 1)111 iliti' u' pim, 14 .mIlh .
Mi'11o. W 4.11 rm~ . ithi lt' gl-tof ii wmidt lt tl we114 haiH ot tit mu1dre

Wail l~~ ith ~ ' 4 i fl litiII'u iiz. (11,11t h hif''n 14 l''nmiv oi
Mr.s viis t l 'll di''i . till ji i r'ii ls h:-1 W'eim icsiul iid t

whliiitii 'tutu. 111l al (I'tlns t o m .11t'0 lin I uk is a i 'i tsinioiv idea.
'1'l-i'jtlit. II~ hii 'tltit i i of il ii F111 hoi-, ' l' wtsitlill I e v l us.t
jii'thv'tt tll. li ad il y11-owiu. s.\siliii I)( friio t li( 'rivs.i~ i'

W0M i. fal i N il'i. ' 1. tilill II ( huh n iti. 1,at' l~niit sit t io. til ave iiit
Seitmi t til' I*i) W,1111It 11 t i ill ttit li' ttu itt' li s ui lt i t o lit .o ii'ite

ut'$8t ill tit If72 !m-2n. 14 Itlu t at l b'7: . is I -Il hl illaid lli 1w Tc'auu'
est tnati's iii'11)7 It ) 111V)4 161 s Il hi.T ' \'1t11 is~ mll wi''iit aed ghltfirsit

ofiit . We ll. 10 Im h14 I it . Aow Ais tat tt-u'lm use f (Ii'e'I(''llilm
wbi'. (tx NI*ssiu' I t Is in OW 'illt ha bvi i''Iiii let o fll )lthev (udget
Mot atfl il~oii I n think thh is(v linot I oI titvulustittll

feeltha tt eflit o *16 lill~il i~yii v 1re (lite$Ch- iflO w e in

Mr' ~sE'.A[ tlit mit isi ageiit itua Itin theli Pies

itelf. hits defcit or.nd S'i-etiu'-I ultz (10 s hci1101 ofioe $13. singll we
(illillit' od i.tiliiiiit wilhIlei'C biullget, no 1t is fu ll 'lflI lyi t el"

Mr..d Hudgext. I lhk\(i tv-t llettm otlebdt

Best Available Copy
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Senator Bvm. The point I am suggesting is that you do not, hove
a,nyood old-fashioned balanced budget. You have 'got. the greatest
deficit Ihat this country has ever run, ever run, except during the 4-
year ,criod of World War II when we had 1:3 million men um er arms
id fighting a war on two fronts.

We do not have a balanced lbudret at atll and that is why I am con-
cin'led abmut going into a new pIrOgrla'ij and concerned abott the Treas-
ury Department coming down here and advocating a new program
at a time when we have thes, unbelievable deflcits.

I am not clear from your response as to whether you fel that these
deficits that we have been ararning from 1970 fiscal year through 1974
are or are not a cause for deep concern.

Mr. HENNFvsY. I think we are looking it tile cllrrelt situation
rather that looking backward. but looking forward we believe that
our fiscal policy is just about right to bring it back to what is called
it soft landing,' we ilo not go into recession and at the same time, we
come to grips with inflation.

Senator Bl'm. You feel you are right in running a deficit of 4116
billion in 5 erols?, ,
Mr.ill n -yas? I do not think it was perfect but T think there

was additional stillilus needed. Tllel-r maY have be(, toot much. I
think we cold say atain you oemet fine tune it and it is---

Senator lii). That is exactly what you have been trying to do
and that is what I have boen sa1villr. yo eillllot fine tlnt, it. But that
is ex1atly' whai volt hive been trying to (10. Yoll cannot fille tun it
1111d I a1ll) pleased that yoU slid that. That is what I have been saying
and I have been contrildieted bv others in Your Departmnt.
I want to ask the question in because I tiink it is of some imnor-

tance to know youlr tlunking. Are these deficits totaling $110 billion
in 5 veal'rs, is that i cause for lalarl or is it liot caUse for alarm?

Mi. JIENNFssEy. Senator. I think that by itself it, is not ia cause,
for alnrml. Again. vel hllv got to relate it to the, state of the ecolnOm
nd what the purpose of running n deficit was at. that time. I think
if you lput. it in the context of til, fiscal situation. when we are going
to get back to balance. and the goals of the administration. the answer
is VoU can large whether it welt a little too far or some 1coplel did
not think it went far enoiUgh. Nevertheless we have to got, back to the
prod old-fashioned balanceod budget and we all agree on that and I
do not think it is terribly uisefuil to what went oil in the last, 5 years.
It certainly was not much too much.

Suitor Bvi. I thinl it is useful to discuss it because we are not
going to solve this problem unless the people who have tie responsi-
bility for helping solve it regard it as a real iprolinfl. a grave problem,
and 'what I want to find out from you. do you regard it as it grave
p)robllem

N[r. Ih,'NEss. I would regard it as a grave problem if we were
not coming strongly back into a strong economy and a full growth
economy where our revenues were going up and growing quite quekly,
and I think that is the part of it which offsets and I agree with you

20-954--73--S-
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there is an element of concern in deficits of that magnitude. On the
other hand, there are elements of coftcern in having an unemployment
economy and a lot of unemployed resources around to get a lance.

Senator BYRD. I want to read the deficits again. In 1970 you had a
deficit of $13.1 billion; in 1971, $30 billion; in 1972, $29.2 billion; in
1973, $24.9 billion; and even with these tremendous increases in revenue
that you are speaicing of, there will be a deficit in the Federal funds
of $18.8 billion for the current year, according to your own estimates,
estimates of your own Department.

Now, I point out that this $116 billion is 25 percent of the total
national debt of this country accumulated over a period of 150 years,
25 percent of that has accumulated in the last 5 years, 5 years ending
this coming June.

If we do not consider that to be a cause for great alarm, then I do
not think we are going to get our problem solved.

You mentioned the interest. Interest on the debt in your new budget
is $27.5 billion. To relate it another way, 17 cents of every personal
and corporate income dollar paid into the Federal Treasury goes to
pay tle interest on the debt, just the interest.

Incidentally, the total interest payment in the 5 years equals $116
billion, just 1)y coincidence.

I wild like to support this program but I do not know how you
are going to keep going into new programs. The Treasury Depart-
menit, the department responsible for trying to get some soundness in
our government's s financial affairs, keeps coming down here and ad-
voating new programs, and this is not the only one that the Treasury
departmentt has advocated. You came down liere and advocated the

so-called revenue-sharing plan, $30 billion. a new program, when the-
G(overnment has no revenue to share, only deficits.

Thank you.
Thank you, Mr. Chairman.
The CIAIMAN. Gentlemen, I would like to urge that we try to limit

ourselves on questions as much as possible, to try to conclude this
hearing today. I know that I am as guilty as anybody. I hope we can
abbreviate it.

Senator ByPw. Could I ask to put in the record some figures I have
con piled on our deficits?

Tie CIIAI AN. Yes, without objection, agreed to.
[The table compiled by Senator Byrd follows:]
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Deficits in Federal fund8 and interest on the national debt, 1965-74
inclusive

[In billions of dollars]

Surplus (+)
or defi- Debt

Receipts Outlays cit I-) interest

1955 ------------- 58. 1 62.3 -4.2 6.4
1956 ------------- 65.4 63.8 +1.6 6.8
1957 ------------- 68.8 67.1 +1.7 7.3
1958 ------------- 66.6 69.7 -3.1 7.8
1950 ------------- 65.8 77.0 -11.2 7.8

1960 ------------- 75.7 74.9 +0.8 9.5
1961 ------------- 75.2 79.3 -4.1 9.3
1962 ------------- 79.7 86.6 -6.9 9.5
1963 ------------- 83.6 90. 1 -6.5 10.3
1964 ------------- 87.2 95.8 -8.6 11.0

1965 ------------- 90.9 94.8 -3.9 11.8
1966 -------------- 1 01.4 106.5 -5. 1 12.6
1967 -------------- 111.8 126. 8 -15.0 14,2
1968 ------------- 114.7 143, 1 -28.4 15.6
1969 ------------- 14:3. 3 148. 8 -5. 5 17.7

1970 ------------- 143.2 156.3 -13. 1 20.0
1971 -------------- 133.7 163.7 -30.0 21.6
1972 ------------- 148.8 178.0 -29.2 22.5
1973 ------------- 161.3 186.2 -24.9 24.2
19741 ------------ 181.0 199.8 -18.8 27.5

20-year total -------. 2, 056. 2- 2, 270. 6 -214.4 273.4

1 Estimated figures.
NoTE: Prepared by Senator Harry F. Byrd, Jr., of Virginia.
Source: Office of Management and Budget and Treasury Department, Aug. 1,

1973.

Senator FAxNxI. Thank you, Mr. Chairman, and I will be brief;
however, I did want to ask a few questions that I think are important.
I am sorry I was not here all the time to know what has been asked
previously.

But, Secretary Hennessey, the bill both presented in the House and
Senate versions the proposed fund has been justified in terms of serv-
ing two major objetives of U.S. foreign economic policy. You go
on to say 4t will serve as an instrument for expanding U.S. exports
into new markets in low-income countries, and it will-be a means of
contributing to the economics of these countries. Then you say in
addition to these two objectives I would add a third of growing im-
portance to us; that is, the fund will aid in the development of new and
continuing sources of raw materials and fuels for the American
economy.
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Now, I would like to ask you a question, we are short onl fuels, w a t
fuels are you talking about ?

Mr. HiExssnY. I am -talking about petroleum and natural gas,
Senator.

Senator FANXIN. Well, I would certainly like to know more about
that. That is vital to us and if you can show us that you can increase
the flow of the petroleum products to this country I think it would be
very vital. I do notice that nearly $20 billion of this amount was con-
centrated in four countries, South Korea, Indochina, Pakistan, and
we do get fuel from Indochina. I underst~ild the Japanese were a
little smarter than we were. When they went in they put money into
Indonesia but they put it in refineries that control, and the l)roduet
comes from there, the product that comes from those refineries goes to.Japanl. What have we done in that regard ?

M. IJ u-.NSS'Y. In Indonesia? I believe we have also financed
through Eximbank, some expanded facilities for refineries and I
know all this is not directly in my line of responsibility. Secretary
Simon handles this mow, directly. and now Mr. Love, but there have
been discussions with the Indone's.ian leading to some type. of sharing
or access to their new production of crude oil. I think the point I was
trying to make, Senator, in a general way, there was many of these
countries today which are poor and which we (10 not have a foot in
either in selling of the manufactured goods or in buying raw materials
from them-many of them are (kx-colonial countries, many of them
are in Africa. Nigeria is going to be a large exporter of oil aid natural
gas and if we are able to sell them U.S. goods and U.S. services, if we
are able to build financial and economic relationships which then will
provide us with an option of sources of stipply, in other *ords, they
will not l)e all tied up with markets in other countries. Tn things like
M5auxite and tin and copper, et cetera, we see more and more of the
newly discovered reserves are particularly in these. countries and if we
can sell them the tractors to build the roads to get the sources, to get the
minerals out, then we will be that much better off. So I think it all
hangs together. is the point I was trvinlg to make.

Senator FAXXINX. I hope yo u are right. Mr. Secretary, because if you
can do that. 1 think you can justify your program. I'certainly do not
look with favor on loaning money that we do not have at a lower rate
than we can borrow it. unless we are going to have some benefits. We
are no longer the (1reat White Father-we cannot be-and I think we
have to r:ecognize that, we are l)Iob)ably the poorest of those countries
as far as our balance sheet is concerned.-I do not think any of them
could be in debt to the extent we are in debt, so I am vitally con-
cerned and I trust you can furnish for the record the information
concerning the petroleum products and other strategic materials that
are being obtained through this program. Further, what manufactured
products are we able to sell as a result of this program. I think ths
would certainly go a long-way toward justifying an investment 'if we
had this return. Unfortunately, in most instances we have not had a
good return. In most soft loan programs tlieiw, has not been the return
to this ,country. Eximbank has been very successful in raising of
capital by floating lots in the securities market. I tlihk you can
point, the administration can point with pride to what has boon done
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by the hard loan institutions as far as the repayment record, but I am
cocerned about this program. As I understand, this would be ad-
miinistered by Al,); is that right?

Mr. IINsSSY. It would be administered by All) but closely co-
ordinated with the Eximballhk. because obviously, there are potential
areas of ove11la). Our first priority is if we efl export it through a
private hank. good: if they cannot' do it, use Eximbank ; if we cannot
neet tile termis. thle, Fud W;'olld be the mechanism. Under the proposal
of Senator I luml)hve., this adisorv committee would be chaired by tile
Secretary of ('ommerce. So you have all of the U.S. industrial and
export idl(ullstries well repr)e1ltedthre.

Senator F 1NN N. 1 1n1 concerned about how mullch of it would be
tilldvl'i All) 11(1 woull(l not 1)b given the slme serl'tiny that perhaps the
Fund that would 1)w undir the Eximbanlk would have. I trust, that one
of oi, or all. could f*uritish some in format ion om just what benefits are
aCcru1ing as 1hit os e roleii lpoducts or strategic materials coming
to this country is it result of this program, liand what, we are able to
exjiolrt t liat is m111t'act lled in this country.

1hak you.
[l1h1 followilig ill lort tion was lI)(sIl1iltly sul)plied for tilerecord :J

J'alue of U. po, from oi /e.'t ;ncom / deel/,ed rout0;es
I.IIfioas of dollars]

Raaw mah--rlls T'olni As Per.
1It ' ce1t O f

H il)- -Ioa1- let ro. 111l- total
(omtry ir lair oat lea111 Ot1r Ierhals ilmtports

Afghanistan .......................... .. . . . . 0. 9 0. 9 30
Algeria -------------------- _----.------- 101. 3 1. f 102. 9 99
Bangladesh -------------------------------------- 2. 2 2. 2 6
B1 , . . ..--------------- ------ 0. 7 15. 0 .3 . I 16. 7 60
Blitswail .----------------------------------------- . 1 0

Burnia ----------------------.--------------------------- 0
Burundi -------........-------------------------..---- ----- 0
Canbodia -- _----------------------------------------------- 0
Cameroon . .- -------------------. 2-------------. 2 1
Central African le-

public ------------------------------------------ 2 .2 3

Chad --------------------------------------------------------- 0
Cumhl-- - -.............. 0. 1 2. 7 .4 15. 5 19. 5 38. 2 14
Congo (B) ......------------- -. I . 1 ...... . 1 .3 10
)ahonle. ------------------- -..................................... 0

Dominican lRe)ublic ---------------- 15. 8 ....... I 5 17. 3 7

Ecuador ----------------------- 2.9 ....... 15. 5 1.4 19. 8 16
Eypt --------------------------------------- 7.4 2. 5 99 59
E' Sal vaidor- -------------------------------. 6 .6 1
Ethlopi ---------------------------------- ------. 4 .4 1
Gambhia- - ... ---------------------------------------------------- 0

Ghana -------------------- _ 2. 1 1.3 .5 .4 4.3 5
Guatemala ------------ . 7 . 1 .4 ------- 2. 0 3. 2 3
Guinea --------------------------------------------------------- 0
Gu\,ana --------------------- .3 13.0 .............. 134 3 31
Haiti- .------------------------------------........ 4.8 4.8 9
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Value of U.S. imports fro n lowest income less developed
countries-Continued

(Millions of dollars]

Raw materials Total As per-
- raw cent of

Rub- lun. Iron 'etro. ma- total
Country ber ber ore leutn Other trials Imporls

Honduras --------------. 1 5. 0 7. 7 ------- . 4 13. 2 11
India -----------------. 2 .1I.-------------- 23.1 23.4 5
Indonesia ...------------ 60, 2 ------------- 110. 1 16.7 196.0 71
Iraq --------------------------------------- 4.8 2.9 7.7 81
Ivor) Coast -------------. 2 2,4 ....... 7 ------- 3.3 4

Jordan --------------------------------------------------------- 0
Kenya --------------------------- - 2 ....... 4.8 5. 0 18
South Korea ------------------. 9 .7 ------- 1.5 3. 1 NA
Laos ----------------------------------------------------------- 0
Lcsotho -------------------------------------------------. 1 NA

Liberia --------------- 22. 5 ------- 22. 7 -------------- 4.. .5. 2 86
Malagasy Republic - 7 4 ------- 1. 4 2. 5 7
Malawi --------------------------------------------------------- 0
Mall --------------------------------------------------------- 0
Mauritania --------------------------. ------------ . 7 64

Mauritius ------------------------------------------------------ 0
Morocco ----------------------------. 4 -------- 1.4 2. 8 25
Nepal --------------------------------------------. 1 . 1 6
Niger -------------.------------------------------------------- 0
Nigeria ---------------- 2.6 .7 1. 1 250. 8 .2 2355. 4 04

Pakistan ---------------------------- .9 ....... 4. 2 5. 1 13
Paracuay ---------------------. I -------------- .3 .4 3
PhilIppines ...------------ .2 5.0 ::i. 7------- 6.8 45. 7 0
Rhodesia ---------------------------- 2.8 --------. 1 2.9 23
Rwanda --------------------------------------- 1. 0 1.0 8

Senegal -------------------------------------------. 1 .1 4
Sierra Leone -------------------------- .2 --------. 2 .4 2
Somali -----------------------------------------. . 1 50
Sri Lanka ------------- 2.9 .6 ...... .7 .8 5.0 18
Sudan ---------------------------------------------- 11.4 11.4 93

Swaziland ------------------------------------------------------ 0
Sy-ria .0... .... .... .... .... .... .... .... ... . . .9 31Tlanzania --------------------------.---------------------......... 0

Thailand -------------- 8.2 2.6 2.4 ------- 7.5 20.7 18
Togo ---------------------------------------------------------- 0

Tunisia ------------------------------------------- 1.2 1.2 14T urkey. ............................. 2.9 2. 1 2.7 7.7 7U gan a --------------------------------------------------------- 0

Upper Volta --------------------..........----------------------- 0
South Vietnam -------------------------------------. 3 .3 13

Yemen ------------------------------------------ 2. 3 2. 3 85
Zaire ----------------- 2.5 ----------- --------- .2 11.7 27

Note: NA-less than I percent.
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Summary table. U.S. imports from 67 developing countries, calendar year 1970

Share
of total
ImportsAmount poren 07

milliono) LDC's
Total U.S. imports (67 LDC's) ------------------------- $4, 307. 4 7. 8%

Total raw material i-ports (7 LD's) . .------------ 010.5 10. 5%
(1) Natural rubbe)r -------------------------------------- 101. 1 39. 801
(2) Wood, lumber, and cork------------------------------ 261.5 2. 2%7
(3) Metaliferous ores ----------------------------------- 124. 4 12. 2
4 Crude petrolcuin ---------------------------------- 518. 7 12.1
5) Other raw materials --------------------------------- 139. 8 7. 3

EXPLANATORY NOTES

The tables were constructed from data in General imports, World Area by
Commodity Groupings (FY-155-72) for calendar year 1072. Raw materials are
defined in the tables to include most items in Standard International Trade
Classification (SITC) groupings 2 (Crude materials, inedible, except fuels) and
3 (Mineral fuels, lubricants, and related materials). Individual raw material
components, in turn, were disaggregated by principal U.S. imlo)os from theLDC's :

-in millions of dollars]
Rubber------------.---------------------------------(SITC 23)
Wood, lumber, and cork ---------------------------------...... (SITC 24)
Motaliferous ores and metal scrap ------------------------------- (SITC 28
Petroleum and petroleum products ...............----- (SITC 33
Other raw materials --------------------------------------------- (I)

I Total raw materials less SITC 23, 24, 28, and 33.

The CHIII IAN. We have not had the chance to hear the statement of
Secretary Fox. I apologize to you for that.

Mr. Fox. Thank you very much. I will be brief.
It is very important thit U.S. business be given the opportunity to

compete effectively in these developing markets, and to do that, of
course, they need the tools.

We feel now that the currency relationships are reasonably cor-
rect and they no longer suffer a "disadvantage of an overvalued dol-
lar. However, the matter of the credit remains vitally important. It
is, therefore, an important and I think in many respects a very timely
moment that the Economic Development Credit Fund proposal comes
before the Congress.

I would like to provide some economic data that I think we have
not focused on previously.

There has been a considerable deterioration in the United States
share of the markets of these 70-odd countries with low income. This
deterioration has taken place at a time when overall these markets
have been growing annually at a rate of 8 percent. In 1965, the im-
ports by these countries from the industrialized countries amounted
to $12.7 billion, of which $3.7 billion or 29 percent came from the
Uilited States. By 1971 these developing country imports from the
OECD countries had grown by nearly 50 percent'to $19 billion, while
the United States declined to 24 percent or $4.6 billion.

I am submitting for consideration by the committee, and I would
hope you would put it in the record, r:. Chairman. a table containing
data of the relative shares of the United States and of its three major
competitors in the markets of the 10 most important countries among
those potentially eligible for ECDF credits. These 10 countries
together account for more than 50 percent of the imports of all po-
tentially eligible countries.
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The pattern that emerges ill these selected countries is one of great
concern to us. In most cases the U.S. market share has over the past
6 years or so declined or remained constant. Meanwhile, our major
competitors have generally increased their shares.

For example. ill India, the U.S. market share has declined from
371,2 percent in 1966 to approximately 151/2 percent in 1972.

Ii l'urkey our share declined from 24 to 12 percent over the same
period.

In Nigeria U.S. share dropped from 16 to 11 percent. Most of these
losses were recorded as gains by our three major foreign competitors.

The (' luiuNmr,. W as that, not because our Public Law 480 sales were
cut in half, b (cause we just did not have that much to give away that
year?

Mr. Fo)x. No: I think it is across the board-
The CHiAumI.ANx. In India. was that not because we just did not

have as nuilch to give away that yvar?
Mr. Fox. I think--
The C0it.rx.,,. Is that not a prime exalnjple of what I am talking

about, where you say you made a profit l)ecause you gave something
away ?

AMr. F ox. The decline is not entirely die to Public Law 480 but is
across the board and is recorded in thie manufactured goods sector in
addition.

The (',t.\x. On that India figure you gave. how munch of that
declille wats Ihcaulse yolt did not hal\ve that n11itch to give away that
3ear? 'I'Tev did not ha1%vi a fam1inie that vea' and, therefore, we did not
have its 11111lli to "i\'eawaV that yT11.

Mr. F x. I think I would like to supliv it for the record and break
omit the Plblie Law 4,0(} figrlles from the other.

The ('m;.\ mmmrs.. When von brimmg a statvimnent u) here telling how we
AVe losing trade, in actmi'lity we did not have enough sill)lus to give
something away that yeam. ()r wge ye m1O-e away onle yeal than we
gave away the other yeal . and we did not get Iaidtfor it.'ln any event
I think it' would be ;most helpful, if you told us that we actually lost a
sale. not lost a Chance to ali(' a1 gift.

Mr. Fox. light.
Tlh (1 [.\I{m.wx, Becallse a1s far as the Allelicaill taxpayer is con-

Cetned. if we lost it chance to give something away, lie could not care
less. If we lot a sale. that is something he muuight be interested in.

Mr'. Fox. It is not Public Law 4,80. We will provide for the record
the di terential btweven 48 ( and other goods.

lThe following iiifoi'nmation was subsequently supplied for the
record :1
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U.S. Government-financed and other exports to 10 selected developinfl
country markets, 1966-72

(Millions of dollars]

1966 1967 198 1909 1970 1971 1972

Colombia:
U.S. exports, total .----

Public Law 480 ...........
AllD loans and grants ....
Military grant-aid ........
Exports, exehltdiig P~ublic

Law 480, All), and M (. AshipmenQIts . .... ..

India:U.*4. exports" total ---------
Puiblic Law 480.... ......
All) loans and grants ......
Milhary grant-aid........
ExJ)ots, excluding Public

Law 480, All), amd M (A
shipments -...........

IdlIllesia:
U.S. exports, total ---------
Public Law 48 -----------
A 1) loans and grants
Military grant-aid .......
E-xports, excluding Public

1.aw 480, All), and M ;A
shiplilents ---------------

South Korea:
U.S. exports, Iotal -. ..
Public Law 480. -.. - .
All) loans and grants ------
Military grant-aid ... .
Ex ports, excluding Public

Law 480, All), and M (A
shipnients ----------.. ..

Morocco:
U.S. exports, total .........
Public Law 480 ----------
A l) loans and grants ....
Military grant-aid ....
Exportst, excluding Public

Law 480, All), and M(IA
shipm ents ..............

287
4

45
4

213

50
5I

310
19
78
(1

30:313
7:3
1)

395
21
323

378
1948
2

317
15
12
(1)

234 152 2161 208 289 309 2 290

137
547
1936

95(1
491
:309

191 15(1

25 21
1 (

9(1 120

63 5 1
31 23
10 2

8 2

14 24

71.8
3,12
26 1

115

167
1)0
28

47

510
90

71)
1:34

198

7o
48
(3)

0

518
247
183

S7

201
114
21
3

63

699

172
45

230

24

53
14
2

574
2(01224
(3)

140

211(36

41
8

81

641
130
5

107

290

so
2(1

7
(3)

150
187
228I

234

263

3110

124

681
105
(10

143

37:1

112

40
8

(3)

350
86
(0
(1)

2 204

308
113

20
(3)

2 169

735
205

34
(1)

2 490

29
3

(1)

16 32 (2 54 220

Nigeria:
U.S. ex ortk, tot al --------- 10.3 04 5 6 72 129 168
Public taw ,80 ----------- () 1 0 11 10 5
Al I) loans and grant ....-.--------------- 1 1 2 7M ilitary grant-aid- .. . . . . . . . . . . . . . . . . . . . . .

Mita)ry grant-aid..---------------------------- *-------------Exports , excluding Public

Law-480 Al ), and
MGA shipments- --------- 1013 03 41) 60 117 150

Pakistan:
U.s. exports, total --------- 248 348 301) 101) 328 -214
Public Law 480--- .-.. -. 48 147 19 25 90 74
AlI) loans and grants.. 91 13, 116 1:34 90 70
M ilitary grant-ald .......... 7 (3) (3) ----------Exp)orts, exchtding Public

Law-480! A18 , and63 9 40 14 4

MGA shipments --------- 102 03 94 40 144 04
Footnotes at end of table.

Destinatfoll
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U.S. Government -inaneed and other- exports to 10 selected developing
country in~zrkets, 1986-Th-Continued

(Millions of dollars)

Desination 1900 1007 1908 1989 1970 1971 1072

Phl .8.incs: s total ---------- 348

Public Law 480- - - .- ------- 4
All) loans and grats------
Military grant-aid---------- 8
Export, excluding P~uliic

Law-45() ,kI) andt
'MCA shiptments --------- 336

Thailand:
U.S. exoorts, total --------- 147
Ptiblic Law 480..............--
AIl) loans and grants ---------
Military grant-aid ----------- 21
Exp orts, excluding P.L. 480,

1All), and .M1GA shiiptmetnts 121
Turkey:

.S. exports, total ---------- 265
1tilijCLaIw 480 ------------- 22

AIl1) loans and grants--------095
Military grant-aid ---------- 96
E\ToIIts, exelidling 11.1. 480,

AID, and M GiA shipments. 52

430 436
13 15

9 14

374
13
4

14

373
16
2

10

340
21

408 407 343 34.5 307 9 335

185 107 150 155 147 172
(8) 1 1 1 (3) 1
15 15 5 6 4 1
22 8----------------- (1)

148 173 144 148 143 2 170'

252
7

g0
135

287
12
70

145

20 40 151

307
36
74

129

317
9

43
(1)

51 (18 2 205

4 11cudols lii fary grant-flid stil nems for whIch dasta are not1 avalla'-de.
a LA.ms than~
Sotir.c.: tlorvatiof the Census, Agency for Interationaal IDevlopnent. lDepartincnt of Agriculture.

Tlit' ('iimv\imN.. You would make a fall- miore impr~ioved statement, if
you t~llkQel abllfltlo hsing sales, not tite Opplort unity to give away the
tJlxlavy('r esom-ices. but Sailes t hat We ])St. It iimakles at great deal of
difference. )'oui agmie- with that?

Mr. Fox. Of cour11se. We are, intereQsted in sales of goods. Neither the
Exinibank nor the agency -for- Inteornational IDevelopmient cll 1he11
tile AXllir)1fl CXI)Qrter faewt hi le of competition with other
countries prolvidinlg competitively llIreolQ 'OiiQiollall finiance thian we
are able to (10. ito Exinibatik edits are useful in the muore, highly
dIeveloping countries hut ini general, less- so with respect to the lower
Income Countr'ies.

In tll(' case of AID in tihe past, the policy has generally not been to
finance specific projects when such financing was'available from other
sources, frequently meaning competitor countries interested in the
exJ)Ort, potential o;f tile transactions. Also, the AID method of pro-
gra-mingr didl not, allow sufficient flexibility for U.S. exporters to meet
par-ticultar project opportunities as they at'ose.

We believe tha)(t the E Xport, Development Credit facility can go a
long way toward prlovidinig the necessary flexibility to permit U.S,
fslmess' firms to compete on comipetitive terms for projects as they
become known.

We believe that if the Export Development Credit Fund is estab-
lished this would go a long way toward placing American business in
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a competitive position with German, French, and United Kingdom
firms in dealing in these markets, and for that reason we urge the com-
mittee give consideration to it.

We tink over the longer term the economics of these countries will
improve. They should be in a better position to buy goods from us on
harder terms and, of course, it would be the intention of all of us in
the executive branch having responsibility for participating in the
administration of this fund to require as hard terms as the conditions
would warrant.

[The prepared statement of Mr. Fox follows:]

PREPARED STATEMENT or LAWRENCE A. Fox, DEPUTY ASSISTANT SECRETARY OF
COMMERCE

I appreciate the Committee's invitation to testify on the proposal for the
establishment of the United States Export Development Credit Fund, as incor-
porated in S. 23M5. I am pleased to reiterate this Administration's support for
the proposed Fund and to give our views on some of the questions that have
been raised relating to it,

Since the expansion of U.S. exports Is a major concern of the Department
of Commerce, we are particularly interested in that objective of the Fund. The
Commerce Department's Bureau of International Commerce is responsible for
developing and operating a variety of programs designed to assist American
firms in increasing their sales in foreign markets, and we participate in inter-
agency policy formulation in the trade area with a view to insuring that U.S.
export expansion objectives are taken into account.

In our work in this area, it has become Increasingly apparent that export
financing is an important element of international commercial competition.
Such competition is especially acute in developing country markets, The pro.
posed Export Development Credit Fund, I believe, could help materially in
strengthening the competitiveness of U.S. products In these markets.

The EDCF proposal is )articularly timely since we have seen the U.S. share
of many of these markets decline in recent years. To a great extent, the erosion
of the U.S. market position has been a consequence of price differences that have
been corr(,cted ly the recent dollar evaluationo. But another major factor has
been our inalility to offer financing that is competitive with that made available
hy our major competitors in tlese markets. We believe that the proposed Export
Developnment Credit Fund would go far toward restoring U.S. export financing
pari ty.

The deterioration of the U.S. share in the markets of the nearly 70 developing
counirries in whih EDCF credits might be extended is accentuated by the fact
that these markets have been growing by about 8% a year. In 1965, their imports
from OECD countries amounted to $12.7 billion, of which $3.7 billion or 29%
came from tie U.S. By 1971, their imports from OECM) countries had grown
by nearly 50%,. to $10 billion, while the U.S. share declined to 24% or $4.0
billion. I am submitting to the Committee for its consideration a table contain.
lig data on the relative shares of the United States and of its three major
competitors in the markets of the 10 most important countries among those
potentially eligible for EDCF credits. These 10 together account for more than
50 percent of the imports of all potentially eligible countries.

The pattern that emerges In these selected countries shows the basis for our
concern. In most cases, the U.S. market share has, over the past six years or so,
declined or remained constant. Meanwhile, our major competitors have generally
increased their shares. For example, in India, the US. market share has declined
from 87.5% In 1960 to approximately 15.5% in 1072. In Turkey, our share de-
('lined from 24% to 12% over the same period, In Nigeria, the U.S. share dropped
from 16% to 11%. Most of these U.S. losses were recorded as gains by our major
competitors.

In dealing with customers in many of the poorer developing countries, Ameri-
can businessmen have found that if they cannot meet the buyer's demands for
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softer credit tvrmns, they simply will not get the sale. Further, they usually find
that their British, French, Japanese or Gerinan competitors call meet thle bulyer's
requirements and will generally be awa rded thle contract.

Neither the Export-fImport Bank nor the Agency for International Develop.-
wient canl help the American exporter facedl with this type of coimpetition. Eoxim-
hank credits carry harder, commercial type termns--with maturities rarely going
beyond 10 years and Interest rates ait a standard 6 percent. All) generally follows
a policy under which it will not finance projects for which alternative financing
onl reasonable ternis Ix available. Also. All) normally pre-programis its lendling
and (toes not hanve the flexibility that would allow It to support U'.S. exporters onl
('ase-by-dase basis.

Thus, by offe-ri ig te-rns iinore liberal m id a rriingemients more flexible than those
available froml tHeP United States, other eqjumtiem can and do effectively elimil-
nate U'.S. supplliers from competition for tkni art ant export ('oltraets. While It
Inay be c'alledl "economic assi8stance" find1 have at (lvelolaent im1pact, suchl finlane-
Iag, iisedl in thle nianner I have, (lescribv'(l vonast ittites ii wedge IIleaing to the
esta blishient of a long-termn commercial positioni for the lending country. WVith
thep help of a1 Soft loaul, a1 supplier of telecoinimauiations evluipmdllt. for example,
may he able to winl a contract to build a gronual sittellit(' stationi. lie is theni iii 1
iositionl to W~ill follow-oil orders for equilinionlt by building onl contacts with the
bu1yer's% teechnh'al llermuliel an1d( by stress ig I le ('ollllellelltll ity of other Items
InI his Ine)( with the sfttion's e.qluijanen~t. Often later .14So b's cn be, made0 with
tinuiitg onl harder teris 11111 Ihm 1.101 cal'id by thle credit thilt wonI thle toe-hold.

The Departnieiit of Commnerce believes that est ablislllnent of the Export. De-
velopinent Credit Fund would repr'esent all important step toward giving Amern-
can11 exlol-terx the' salliv kind1( of advantage t lairu foreign couui el alts 11ow enjoy.
Tile Mlts of 30 years luanturity 011(1 3,% interest provided Iil ie proposed legis-
Ilo l ol t~ild prlov'ide anliple scope for ineet lug ('olpit 1ve~( situations l'dquti'ng
finiancinlg tei'iii more Iiliperal than niallmly available from V'M. commerl'1cill
son ices,.

In View of thle export exipallsionl objieciives of the Fund, the Sec'retariy of..
Colmerce might appl-opiately be minied to Chair thel iltel'agellty collllitte
which would lie se't upI undler S. 2335. For export pnrjioses. It would iilso lie
necessary that thle Fund be adailinistered flexibly. so I lit It cold( resilld effec-
tively and quickly to export opllortlitivs. idenitified by U.S. firnis. husivinell
ill the developing c'ounitries mlid host governinemits.

Also. 11s regards(l illlillistrtllilol of tile lpl'(p05d F111nd, we believe It should
pr0oikle support for private buyers Ill thle developing ('o11niles bothI (Iil'eltly an11(
through iInte(riledlintf' ('eeit facilities and1( gov-erlnnt igenlies.

I will be happy to try 14) a iis4wem' allY qilesti ons you jlaly hanve wvithI eiQ' to illy
te-Stlilloll.
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MARKET SHARES IN 10 SELECTED DEVELOPING COUNTRY MARKETS-

1966 1967 1968 1969 1970 1971 1972

Colombia:Total imports (millions) ............ $674
Market shares (percent):

United States --------------- 48.0
3 major competitors ........... 19. 7
Germany ..................... 11. 1

Japan .................... 3.3
United Kingdom .......... 5.3

India:Total imports (millions) ............ $2,750
Market shares (percent):

United States ................ 37.5
3 ma Ior competitors ........... 21. 7

United Kingdom .......... 8.5
Japan ................ 5.6
Germany...... 7.6

Indonesia:
Total imports (millions) ............ $526
Market shares (percent):

United States ................. 9.3
3 major competitors ........... 36.3

Japan .................... 26.9
Germany ................. 9.1

Korea, South:Singapore............... 3

Total imports (millions) ............ $716
Market shares (percent):

United States ................. 35.5
3 major competitors ........... 45.5

a an................ 4.1
Germany ................ 3.1
France ................... 1.3

Morocco:
Total imports (millions) ............ $480
Market shares (percent):
United States ..................... 11.8

3 major competitors .......... 48.5
t race ................... 38.9
Germany ................. 6. 3
Italy ..................... 3.3

Nigeria:
Total imports (millions) ............ $717
Market shares (percent):

United States ................. 16. 2
3 major competitors ........... 46. 1

United Kingdom .......... 29.8
Germany ................. 10. 7
Japan .................... 5.6

Pakistan:
Total imports (millions) ............ $899
Market snares (percent):

United States ................. 29.3
3 major competitors ...... .... 34.2Uermany, .............. 10.3

United ingdom ......... .1.
Japan .................. 8.8

Philippines:Total imports (millions) ............ $957

Market shares (percent):
United States ................. 34. 1
3 malor competitors ........... 38.0

Japan .................... 28.7
Germany ................. 5. 1
United Kingdom .......... 4.2

Thailand:
Total imports (millions) ............ $896
Market shares (percent):

United States ................ 16.3
3 major competitors .......... 51.0

1a an.... ........... 35.3
Gerany .............. 7. 7
United Kingdom.......... 8. 0

rurkey:
Total imports (millions)............ $724
Market shares (percent):

United Slates ............... 24.0
3 ma or competitors .......... 34. 2

tuermany.. ............ 15.7
United Kingdom .......... 11.0
Italy... .............. 75

I Partial year data,
a Not available,
a Full year data, but does not include trade of form

Note: Data compiled by the Department of Comma

$497 $638 $684 $909

45.3 50.9 45.8 47.8
24.9 17.6 19.0 19.3
10.3 9.2 9.6 8.6
7.9 3.4' 5.0 6.9
6.7 5.0 4.4 3.8

$2,691 $2,507 $2,116 $2,095

38.2 34.9 29.0 29.3
20.9 20.8 16.8 17.8
8.1 7.3 7.0 6.7
5.1 6.6 4.3 4.6
7.7 6.9 5.5 6.5

$649 $716 $781 $893

8.0 17.2 19.8 17.7
43.1 36.7 42.3 44.4
28.0 22.2 28.9 29.4
12.4 9.8 8.3 9,5
2.7 4.7 5.1 5.5

$996 $1,463 $1 824 $1,984

30.6 30.9 29.1 29.6
49,4 48,8 A7.6 46.8
44.5 42.7 41.3 40.8
3.1 5.1 4,3 3.4
1.8 1.0 2.0 2.6

$518 $522 $559 $686

10.2 13.6 7.6 11.3
50.0 44.2 45.9 45.2
37.4 31.5 30.6 31.0
9,0 7.7 9.9 8.8
3.6 5.0 5.4 5,4

$627 $540 $696 $1,059

12.5 11.6 11.8 14,5
48.6 45.8 49,1 50.0
28.9 31.1 34.7 30.7
11.3 11,0 10.6 13.0
8.4 3.7 3.8 6.3

$1, 101 $1, 049 $1,007 $1,002

32.8 28.6 24.4 28.4
29.9 30.2 35.8 32,3
8.5 8.9 12.1 10.5

12.8 11.6 12.6 10.9
8.6 10.4 11.1 10.9

$1,172 $1,458 $1, 261 $1,443

36.6 34.1 30.6 31.1
34.9 39.1 41.0 41.2
26.2 28.8 29.4 31.4
4.8 6.0 7.6 5.7
3.9 4.3 4.2 4.1

$1,059 $1,142 $1,248 $1, 299

16.7 19,0 15.1 14.8
52.3 49.8 53.5 53.4
36,1 34.3 36.6 37.4
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The CHAIRMAN. The Senate is voting. That is one reason both
Senators had to leave. I simply elected to miss this vote so we can
continue this hearing.

Senator Roth.
Senator ROT. I would like to go back to the question of the prin-

cipal purpose or purposes of this legislation. I still remain somewhat
confused. I listened to the testimony this morning and if I under-
stood correctly it was a viewpoint of the junior Senator of Minnesota
that the primary purpose was to promote sale of U.S. goods, at least
that was his answer in the specific illustration I proposed.

Subsequently, the representatives of the Foreign Affairs Committee
in the House seemed to feel that the primary purpose was economic
development of the underdeveloped countries.

Mr. Hennessey said in his testimony that he sees two objectives.
If that is the case, if there are two objectives, are they not somewhat
conflicting in terms, if you are going to )romote the development of
uncderl(loped countries by building dams, or I notice one of the
things that was mentioned, 'ell)ing to luild labor intensive industries
that. are going to l)omllote sales of U.S. goods.

Mr. II ExNESSEY. Well, it (oes not promote, S0enator, the, sales of
U.S. goods, then the Fund would not finance it, and I think again,
we can argue whether the glass is half full or half em)ty. I do not
think they are nmtually exchisive objectives. I think the advantage
of this Find is it is tai'loied so it will actually accomplish those two
Purposes.

Senato' RowLr. What are the criteria on which you make the
decision?

Mr. Irt E . Let me take a case in point. In the case of strict
development loans, you would look at. it certainly from a different
way. You might do'it anyway whether it, promoted U.S. exports or
not. in this case what yo are saying, is there going to be 17.S. goods
or service sold 1) U.S. citizens-or U.S. companies involved with this
particular financing done by the Fund. I think it is different from,
for example, the way they would apl)proach the Development Loan
Fund. The Development Loan Fund's main criteria is what is the
economic impact going to be on the host econonmy-cost benefit ratio?
In this way the Fund is going to say first. are we going to sell thie
turbine, are we going to sell the cement. tractors, and, two, what impact
is it going to have, can they pay it back? Are we going to get the
sale, do we have to make it. easier, we are going to sell it at maybe
4 percent interest instead of 5 percent to he able to compete with
Japan. Can they pay it back in 20 years or do we have to give them 25?

Senator RoTii. Again, let me ask you this. In making a specific
decision, what is the principal purpose ? Is it to remotee development
or to promote the sales of goods? If you are talking about 20 per-
cent, 10 percent, 80 percent, maybe discretion is necessary. But I am
somewhat concerned about the 'lack of guidelines in the legislation
particularly in light of the criticism that has been made in the past oi
Congress failure to specify clear policy guidelines.

Mr. CARRY. Could Ttry that, enator I As I understand the way this
bill would operate, the way we intend to have it operate, the credit
would not be made available unless it satisfied both purposes. It would
have to involve an American export and it would have to achieve a

1. DEST COPY AVAILABLE
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developmental purpose. So there would not be any conflict. The devel-
opment requirements of these countries are so great that the amount of
funds, the amount of credit we are talking about here, would cover
only the American export products that might contribute to those
development requirements and if the credit or the project or the
piece of equipment to be financed was not an American export and
also did not make a developmental contribution, it would not qualify.
i If I could just take that a little more broadly. What we have here
is a situation where the United States has been in the development
activity for a quarter of a century. We have encouraged other na-
tions to join and all the other advanced nations accept some kind of
developmental obligation. We have reduced our development com-
mitment over the last 7 or 8 years during the period of time in which
other countries have doubled their development assistance. What we
have here is the adaptation of a continuation of our development pro-
gram to a new set of circumstances, circumstances in which we feel
the need for concessional financing to increase our exports and our
trade revenue, )larti(ilarly in these poorer countries. So it is intended
to serve a double purpose. What you have here then is a reflow of
development, loan funds, which at:e being used to generate a credit
fund. This fund will carry on our developmental commitments on a
basis which builds ouir export trade without dainilging our l)alance of
payments position in the first instance, and over the long term we be-
ie ito will build omr market position which will promote our long.

term trade efforts. That is why I think this is a good program be-
eauul, itI do, eff'ectively, not in a contradictory manner, achieve these
multiple objectives.

Senator R on. I wonder, assuming your position is the correct one,
if we should not write the legislation with more precision making
those requirements mandatory, because. as I indicated, the witnesses
this morning took an opposite point of view, if I correctly understood
them.

Mr. C.\m.y. T think that is a matter within your discretion. T do not
think we would like to see a lot of detailed rules written into the leris-
lation hut a comlbinat ion of these objectives should be made as explicit
as need be.

On that sore. Senator, there are two points. You read one of them
this morning on page 20 of the bill, line 19; it is confined to the sale
of goods and servieps which are of developmental character. That is
one place where T think you haveto meet both requirements, and then
also I draw your attention on page 19. line 19: the general authority
refers to establishing long-range growing export markets while pro-
moting development of such countries, So it seems to me you have to
satisfy yourself that you are financing a particular American export,
that you are huildint a long term export market, and you are also
contributing to the development of the country. If you are not satisfy-
ing those objectives I do not think the transaction would qualify.

Senator R1oTT. T am disturbed. It seems to me this legislation could
be administered quite differently depending upon who is in charge of
its administration. It seems to me Congress has a greater responsibility
in that.

Oiie further question. T know the Chairman wants to move on. With
respect to the advisory committee, now, last year, the Congress set up
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statutorily the Council of International Eeonomio Policy. Certainly,
this legislation will have a groat impact, it seems to inelor should lh, e
an impact in that area. We are setting up another advisorI comrnitte"
and I will 1W very honest, it seems very often even the advisory com-
mittees (o not amount to much, the people on them do not have time to
get involved in much detail.

g f iy would not this be an allropriate area for tile Council of In,
teriational Economic Policy to play a role or would it play a role I

Mr. (',s~v. I think the basic position of the adiiiinistrationion this
legislation has been formulated within the context of the Council of
International Economic Policy. As I understand it, what you have
hlere, what this bill prOposes, is an advisory committee charged with
it specific function, it functioll of ,providing te detailed policy guide.
lies aind seeing that, they flr(e fol lowed. It is more of an operational
oversight committee rather than aln advisory committee. Maybe it is
called advisory' commiittee. But they have a specifle function here and
it is imtell(led io bring together the people who have an interest in these
(111111 hiiet 0lolls, export, lmroimotiom and( develolment. --

Se lator Rloril. I spellt several months last year on the study of the
nv advisoryA committees that have beeli adopted in this Gov'ellment
an 1 must 1ave very autnlived eves in trying to cie to it new On1e. We
should Use the omi,s that exist.

M[r. ( .Sxy. 1 think there ate un11iy species of advisory committees,
nny di ft'vrelit. va rit it's.
Senator Honl-r. My t imte is tip. 'hank you. gentlemen.
Senator 1l.\ NsEN. Mr. ('hai irman, I said earlier I would not ask any

(luestiouis 1iut, I do wailt to ask one, and I would invite whoever wishes
to reslonld. If I ro'ad the, sign ,oruectly, there is It growing reluctance
on the pnart of congress s to engage in foreign aid with countries around
the world. Will iiot this plait enable the L'nited States to do through-
bacldoor financing that which more and more sees not. to be approved
of Iby the ( ,lgr-ess ill ivtt foreign aid ?rt. (',sY. Well, Senattor', t would respolid to that by saying, first.

it seems to me that we, have suggested that this legislation be modified
so it is not backdoor linncing, so that the cost goes through the budget
process and that the credits go tlirough the alilpropriatlolls process;

thus there is strict congressioial control.
Now, as I said ill IrSl)OlisA to sonic (iiestiols by Senator Roth while

YoU wee awa " and voting. this is a method of adipting the repayments
of previous ald programs mid utiliziig what amounts to a substantial
credit fu:id designed to permit, American exporters to compete eftee.
tively in the. 1oor country markets with other countries which have
similar con,essioal credit. l)rograns8,Jalmnese. Canadians, Germans,
Freceh. It will constituted aid only, to a limited extent in providing
concessional financing which has 'the further purpose of promoting
American goods and building markets for American goods over the'
long term. So I think this is adapting the development, commitment
into something which carries that commitment forward while at the
same time promioting the export of American goods and creating jobs
in that manner and building markets for the future.

The (I TMmmU AN. Thank you very much, gentlemen.
Thus far every witness'and, I 'believe, the entire panel scheduled to

testify, testified for the bill. That does not give us much indication as
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to why the House for example, in its wisdom elected a similar pro-
posal. Therefore, I have requested Congressman Otto Passnan to tes-
tify on this matter. The Congressman is here. I would like to ask him
to take the witness stand and explain his views on this.

Perhaps ,ou can explain to us why the House did not agree to this,
when a sitmlar proposal was made on the House side. So far we have
had some explanations from those who were for it as to why the House
did not buy it. But there have been no explanation why the House did
not buy it by some of those who voted against, it. I believe you opposed
this in the 1-ouse and did not agree to it '(

STATEMENT OF HON, OTTO E. PASSMAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF LOUISIANA

Mr. PASSMAN. That, is riglt. Senator Long, members of the commit-
tee, my conscience brings mie before this distinguished committee this
aftero'on, I am i bit frightened for fear that. I niay lack the persuasive
power .or intellectual capacity to get through the actual facts as thay
are but if I should succeed, this bill will diei this committee room.

With your periiision, I shall cover certain statistics which I slipped
off the floor of the Ilouse a few minutes ago and typed myself because
we have been very busy on the llouse side and I aid not want to miss
all iml)ortant vote.

Trhankc you, Mr11. Chairmanil anld mlenL'rs of the committee, for
affording line the opportunity to testify before your committee in op.
position to the new prolposed eX port, development credit fund.

With.011I you permission, I shouldI like to ref resh your memory on some
rather frightening hut factual statistics and to reflect the unbelievable
extent thalt the foreign aid program has been fragmentized and so com-
pletely scattei'ed throughout the budget that even the most astute
Members of the Congress have difficulty in putting all of the pieces
together.The new proposed fund only had its birth very recently and not in

the administration as such, because the funds requested were not con-
tained or mentioned in the budget. The proposition was so prema-
turely put together that even the Foreign AfTairs Committee of the
House had not succeeded in recommending an agency to administer
the fund. It was only very recently that the administration embraced
this new program which, as I just said, was not requested in the budget.

When the subject matter was presented to the House of Riepresenta-
tives calling for a new foreign aid spigot amounting to $5 billiol-
according to the I-ouse version, it so shocked the ineimbership that
they w, re ilacrensing foreign aid whein we were supposed to be cutting
the program down, the House adopted an amendment kil4ng the pro-
posed program by a margin of 103 votes.

The foreign ail programin is already in very serious trouble. With all
of the influence that the leadership of the' House could muster, the
foreign aid authorizing bill was adopted 'ust before the recess by only
five votes.

Now, Mr. Chairman, to some pertinent and frightening statistics.
Contrary to the belief of some, the foreign aid requests are growing
larger every year. Since it has been my privilege to chair the Appro-
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priations Committee handling foreign aid, I felt that it was iny re-
sponsibility to research the budget and put together the total requests
for foreign aid and assistance for the current fiscal year.

Mr. Chairman, it has reached an all-time high. This year the total
requests for all spigots of foreign aid and assistance amount to
$18,003 191000.

In addition to this terrific sum, there is a pl)peline of undisbursed
funds corresponding to the $18 billion in the new requests amounting
to $26,800 million.

So, not including this new spigot of foreign aid, if the Congress
should approve the requests in t lie budget then there would be a pipe-
line of old and new funds of $44 billion.

I respectfully bring to the attention of the committee that both the
Congress and the administration have lost control of the foreign aid
program because it has been so fragmentized and it is so overlapping
in foreign aid, distributors are getting in each other's way in many
countries of the world.

The foreign aid program as such started under President Truman's
administration. At, that time we had a public debt of $159 billion,
Today the public debt is $461 billion, an increase since the inception of
the foreign aid program of-302 billion.

Iolow many of us realize that $253 billion of this increase represents
foreign aid? In other words, all but $49 bill ion of the increase in the
public debt has occurred since the inception of the foreign aid pro-
gram. This aid has been distributed in 127 nations of the world.

Foreign aid is an uncontrollable program. There are 77,000 indi-
viduals drawing monthly cheeks out of all spigots of the foreign aid
program.

You may refer to the fiscal year 1973 hearings on page 74, part 2,
before the' House Appropriations Committee for verification.

All. of these individuals are indeed ambassadors for more foreign
aid, In addition thereto, we find many former AID employees, many
high-ranking former Federal emlplovyes including many admirals and
generals are now connected with soine part of foreign'aid appearing
almost daily in my office lobbying me to support additional amounts
for foreignI aid. A'nd. of course, these admirals and generals and for-
mcir employees of AID and other departments of Government do not
work without compensation. They are promotes of more foreign aid.
,So great has been the outi)ourini of our wealth that our Federal

public debt now exceeds by ,433 billion tle total public debt, of all of
the other nations of the world.

Mr. Chairman, I think it would interest the members of th com'
mittee to learn that there are already 1. loan programs in existence
under the various aid spigots, covering almost every imaginable tvpe
of loan, including loans running for 50 years with no interest. Our
appetite for more foreign aid has been so great for the so-called de-
veloping countries ffitil under the previous administration our Gov.
ernment established a policy of going into many of these developing,
countries and where they found a surplus in the foreign exchange ae
counts, they borrowed dollars from these. developing nations while at
the same time they were pouring more foreign aid in tip back door.
One nation in particular was Thailand. They had a $1 billion surplus
in their foreign exchange account and there was a big argument in
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diplomatic circles because we wanted to borrow $250 million. Thailand
agreed to make us a loan of $100 million at 6 percent repayable in
41/2 years. That loan fell due 60 days ago. I do not know if the loan
has been repaid.

Let me mention the rate at which multilateral organizations are
growing and the unbelievable manner in which they are operating.

Last year, for the three main multilateral organizations, namey,
the International Development Association, the inter-American De-
velopment Bank, and the Asian Development Bank the Congress ap-
propriated funds amounting to $738 million, which was an all-time
high. However, this year in the budget they are requesting $1,929
million, which is so fantastic it is hard to believe.

In addition to this tremendous increase, the administration will
request Congress at an early date to pass legislation that would increase
the funds so these international organizations by as much as 50 per-
cent.

For instance, with respect to IDA, they are going to request an
increased authorization raising the U.S. contribution by $11/ billion
to be allocated over 3 or 4 years.

Can we afford to create a new foreign aid program when there is
in reality more foreign aid agencies than a single Member of Congress
can understand and so many of them nre concessionary.

This money is going to have to be borrowed. A quick look at the
reord will slhow by our foreign aid extravagances, the dollar, Mr.
Chairman, 'has lost 64 percent of its purchasing Power since you were
sworn in as a Member of the Senate. We also should not forget there
are already $80 billion in U.S. dollars floating around the world t hat
people do not want. Some of the wealthiest nations in the world, such
as Kuwait and Japan, are not spending their surplus foreign exchange
for what they buy from the United States, but rather they are bor.
rowing from the Inited States knowing very well if we Pllursuo the
same policy in the future as we have in the past with regard to our
economy that they will be able to repay these loans with cheap dollars.
Mr. Chairman, d few years ago, Japan needed to buy some sophisti-
cated aircraft, commercial aircraft. They had a $16 billion surplus in
the foreign exchange account. Did they spend that surplus for the air-
craft? No. They went to the Eximbank and borrowed the money and
from that time until this afternoon the dollar has depreciated by 36
percent against the yen in value.

- Let us look at Kuwait. '1he'y have billions of dollars thev do not
know what to do with. Thoex'ar. looking for places to invest that
inoney. They also borrowed fromi the I-1in Bank. Evidently they
said the United States will continue mismanaging its fiscal aff6im so
let us borrow the mioiy, and at some subsequent date we will']pay it,
back at 50 p(r(wnt, on tle (dollar. Also, we halve been very lax with the
foreign-aid program with regard to those multilateral institutions. Let
us look at the U.N. Development Fund, I)o you know who is dipping
very heavily into the program ? Kuwait! "l'hnev have had projects
funded out of the UNIP. ,Japan, one of the wealthiest nations in the
world, has slipped into the UNDP program and had one of their proj-
ects funded for $738,000. All of this call be verified, Mr. Chairman.

All I want to do is do a (redible job. We are borrowing this Mon
make no mistake about it. -If this new program would enable us to sell
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our commodities and realize cash, that is one thing, but the facts are,
we are going to borrow the money at from 8 to 9 percent and we are
going to make it available at 3 1)rcent, and, no doubt, in subsequent
years charge the money off. 'rhat has actually been our experience.

Mr. Chairman, may I summarize ery l;riefl y So many of these
nations who are former recipients -of our aid are today insulting us.
Let us take Libya. It seems to ine that was the last one who kicked us in
the pants. They had a substantial aid program. I think $220 million is
what we gave that little country, and this week they said if we sell
you oil we will not accept dollars; in payment, which means, of course,
they want goll.

Now, as I said (arlier, we have 15 different lending agencies by
which we can financed these progzrains. Let us take, if we may, just one,
that is the )evelopnment Loan 1I und under the AlD agency.

)o you realize that unler this program the terms are 40 years witha 40-year grace period? Ilhey have, v(rv year, large unexpended funds
in this larticular' account because the demand is not there. They have
so many different spigots by which these progranis can be financed,
until tlfey wind up with unobligated funds. We also find, in many
instances, that many of theso programs are used to finance public
works programs an'd are funded soinetimes from 8 to 11 years in
advance of coml)letion (late. You do not do that in America.

With your permission, I shall place in the record the table showing
the total new req ests at a later point in the record. So many people
confuse the total aid prograin with the abbreviation of the Agenoy
for International Development. You see in the press where the Presi.
dent requested $21/ billion for AID and they say, gee, it is way down.
But that is only one program. I can assure you the aid program is
going up )y $4.5 billion from 1971 to 1973. AID is an abbreviation
for the Agency for International Development. It does not mean that
is your total amount of aid, because there are 27 different spigots of
the; foreign-aid program by which money can be drawn from.

If I may make, this one oI)servation with regard to the International
Development Association. Tlis is one of your international organiza-
tions. Now, you have different members of IDA. India is a member
and for every dollar they put in they draw out 40. Every dollar that
Pakistan l)Utpi in they d"aw out 52. I)o you realize we put just about
all of the money in IDA actually, because the donors became the re-
cipiemnts.? Now, two formmm (.oh)lis of the IUnited Kingdom get 60 per-
cent of all of the nionea y appropriated to IDA.

1 can assure you I do not have all of the answers but I know if
you kill this program and approve the other requests there will be
$44 billion available in th3 pipeline under 27 spigots and many of
them will do the identical thing you are considering in this legislation,

Thank you, Mr. Chairman, for giving me an opportunity to appear
before the committee. As I stated earlier, I do not have all of the
answers but it was a matter of conscience with me believing I under-
stood something about th is bill.

Thank you very much.
The CAIlRtMA. Congressman Passmnan, would it be fair to suggest

that if they want this additional bill, which you defeated over' there,
that they 1)e requested to subtract the $5 billion or the $3 billion which
it is now from the $44 billion that they have on hand and in the pipe-
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line. They could just reach over to some of the 27 other spigots that
they have and take it out of some of those. Is that what you would like
for them to doI

Mr. PAS MAN. I desire to be abundantly fair. I am glad to see some
former high AID officials in the room, Ihope they will try to rebut
what I have said because I will state the facts here and ask 'for rebut-
tal because they know I am quoting the facts correctly. This is what
grows up in the agencies. They obligate funds for projects and subse-
quently deobligate these fums anil these funds then become avail.
able for new proj.ets. But the so-called $26,800 million on hand,
they say that, money has been obligated, of course it has, but they can
draw fiom that to earry on other projects by deobligating funds.
The $18,00:3,191,000 request for additional funds, that is to create new
projects. All in all, if you kill this program there is still in excess of
$44 billion available under 27 different spigots and 15 different places
where you can go borrow money.

The CITAIRMAN, Congressman P1assmaui, [ think the record might
as.well reflect something. I am satisfied that it is true. You, at least,
migIht know whether it is trite or not.

Some years ago when Dwight Eisenhower was President, he invited
a group to come down to the'White House and talk about foreign aid.
I was not there, but Senator Richard Russell told me he was there on
that occasion. After he got through making the presentation about
this matter, I guess in the Oval Room, you said well, Mr. President,
they have not told you everything about this program. There are so
many billions, so nany hundreds of billions of dollars, down to the
last penny aecordinu to the last report available. And the President
asked John Foster )ulles, Secretary of State. And Dulles asked the
man behind him. And that fellow askod tie man behind him. w0ho had
a very ei book. And they passed the answer on up. Yes, that is true,
Mr. President. You have'all of this money, so many billions, so manythousands down to so many centil as of June 10 in this program over
here. They have not told you tlat they (lid not even spend that mn0oey
over thele. Was that, trite, Foster? And Foster asked the man be-
behind him. And le in turned asked the 11man behind him. And they

passed the answer up. They went through the process like that for
allf a dozen questions. An'd then y'ou said. Mr. President, further-

more, they do not need to pass these facts back. I can ive you the
facts, You have this much here and that much here, and this much for
this, and for that, and the other thing. I think by anybody's stand-
nrds it would he a low priority item. And you gave a few of the facts.
Someone in the room referred to you as the human calculator. Fur.
thermore, you said that if these fAgures were not correct you would
resign from the Congress. So when the meeting broke up,'I was told
by Senator Russell, President Eisenhower asked one of his assistants
who the fellow wa who had all of the facts. The fellow said his name
is Passiman, ITOe is Chairman of a subcommittee over on the, House
side. The President said be sure the next time we discuss this subject
he is not invited back.

Mr. PASSMAx, The greatest asset I possess is knowing my limitation.
You can take a monkey and train tim to do certain things if you
expose him to the subject often enough. I have been chairman of this
committee for 19 years and I want to extend a cordial invitation to all
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former Cabinet members, all former All) people, and allpeople con-
nected with some organization drawing fr om foreign aid, and let me
buy them a lunch and bring them before the committee for a session
to discuss these programs. I extend an invitation to them, if 'they are
right I want to know it, and if I am right I want them to admit it.

I am not a scholar and I do not have all of the answers, but it is
frightening to think that we have given away $250 billion of our re-sources and some of the recipients, even developing countries, ae now

kicking us in the pants. What have we gotten for it4 Nothing. But, If
you insist on having the program, Mr. Chairman, how about using the
Development Loan Fund? Why create another foreign aid spigot?
They cannot even spend all of the money in that account.

I could have won a new automobile this afternoon, I would not take
advantage of the man because he is a very prominent attorney and a
member of the House. I mentioned to him about the multilateral
organizations and the maintenance of value payments. What kind of
mess hav e we gotten oursel ves into?

Let us take this year for the Inter-American Development Bank.
They are asking for $(193 million in new funds. Then, they are asking
for ian additional $510 million for the Inter-American Development
Bank in the MOV category. That is the maintenance, of value pay-
ments. eV have to put in an additional $510 to bring our original
contributions in dollars up in value so they will buy the same things
now as they would at the time we gave it to them.

When you go through the international organizations you find that
this year you are going to have to apl)ropriate $2,250 million and give
it to the iulitilateral organizations so those (1011 s that we previously
gave them will buy what they would-buy at the time we gave itt to them.
Maybe we are boh (-razy btt these staiisties are accurate.

The CmA1mm%L%.. You mean we owe $2 billion on what we thought
we gave away?

Mr. PASS.iA.. We did give it Awavy. There is no provision for any
of it to come back biut we have to give them $2.250 million more so
that the dollars Ave previously gave, them will maintain their value.
It is unblelievable we have let such a thing go on.

I will answer any questions you may want to ask.
The CI,ARM.\N.I am surprised every day. T (lid not realize we owe

money on what we thought we gave a'wav. I thought when you gave
something away, that was the end of it. 'Ihe. other guy was that ifiuch
richer. I am disnmayed to find,

M r. 1.1SS). n(le, the l)ilateral program, the payments come back
into the U.S. Treasury and we cari use it to retire a debt or do some.
thing for our own people. I 'nder the multilateral programs, it goes
out and never comes )ack.

Senator l,%NsEN. I have no questions, Mr. Chairman. Thank you
very much.

Mr. PAsSIXX. Gentlemen. I do not know whether my prayers are
listened to but I am going to pray that you kill this fund.

Senator BYRD. May I say, first, Congressman Passmant I think that
your testimony is tremendously interesting and I want to as a citizen
of our country, commend you ?or the work that you have done in this
field over the past 19 years. I try to keep up with some, and 2 get some
of your reports, I would be pleased -if you would put me on the list t6
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get all of them. I think you have done a great job in this field and let
me ask you about a couple of figures.

I have been figuring that the total foreign aid cost has been in round
figures, both current fiscal year, the one -we are working on now, and
also the one just passed, at'$9.5 billion, to use the round figures. You
mentioned $18 billion.

Mr. PASSMAx. That is right. May I have the privilege of reading
them into the record? I delight in going over these programs because
they are fantastic.

f will give you the sheet.
Senator Bnn. This is what was being sought?
Mr. PASSMAx. Foreign aid requests this year.Senator Byron. Requests for this year?
Mr. P4 lsst.ix. That is correct. IIere is the list.
Mr. PSSM.N [reading].

Neu requests for authorization and/or appropriation .for forion aid atid assistance
contained in the fiscal year 1974 budget document

1. Foreign Assistance Act (includes military assistance) . $2, 428, 950, 000
2. Overseas Private Investment Corp ------.............. 72, 500, 000
:3. Foreign military credit sales .------------------------- 525, 000, 000
4. Inter-American l)evelolnient Bank ...................... 693, 380, 000
5. International Development Association ................. 320, 000, 000
6. Asian Development Bank --------------------------- 100, 000, 000
7. Asian Development Hank (proposed),.............. 108, 571, 000
8. Asian Development Hank (maintenance of value) -..--- 24, 000, 000
9. International I)evelnpment Association (naintenance of

value) ............--- ------------------------- _ -101, 000, 000
10. Inter-American 1)evelopment Bank (maintenance of value). ,510, 000, 000
11. International Bank for Reconstrtiction and developmentt

(liaIntenance of value) ------------ _--------------- 774, 000, 000
12. International Monetary Fund (maintenance of value) . - -. 7,56, 000, 000
13. Maintenance of value adjustment ...................... 25, 000, 000

Subtotal, maintenance of value (Imdget ametment) (2, 250, 000, 000)
14. leoelpts and recoveries from previous programs .......... 394, 464, 000
15. Military assistance (in defensee budget) ----------------- 1, 930, 800, 000
16. Interntional Military fehadqmuarters ------------------- 85, 800, 000
17. MAAG's, missions aid milgrolmps _-------_-------- 168, 100, 000
18. Permanent military construction-foreign nations ........ 190, 700, 000
10. lxport-Import Banik, long-term credits ------------. 3, 550, 000, 000
20. INxport-Imnport Bank, rvgitlar operations -- _----------- -2, 200, 000, 000
21. Expoirt-Iniport Bank, short-term operations ----------- 1,600, 000, 000
22. Peace Corps-.. -..-.. -----................. 77, 001,000
23, Migrants and refugees -------------------------------- , 800, 000
24. Public Law 480 agriculturall commodities) ------------ 653, 638, 000
25 . Contributions to International organizations --- _------- 199, 787, 000
26. Education (foreign and other students) ----------------- .50 800, 000
27. Trust Territories of the Pacific ------- _---------------- 56, 000, 000
28. Latin America Highway (Darien Gap) ................... 30, 000, 000

Total ...................-...................... 18, 003, 101, 000
NtY'I :-iTot Ii lapproplriahtion r(q41.St S fur niuali temi mice of valhle altiOmit 10

Senator Blyn). I thiink I catch where we do not have te same, the
reason we (to not have the same figure. I did not know whether to
include the fund for the Exlort-Import Bank.

Mr. PAAssWrx. I will tell you why, Senator. they are included. I
defend the Exlport-Imlport B'ank as being one of our profitable, good
agencies but. you have three spigots to the Eximbank. They can go u1p
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to 25 years on industrial equipment, then again, you have one section
of Ex'imbank where they may make loans on concessional terms, By

that the credit criteria lo not have to be up to standard. I thought
I should make it all inclusive and put it in l)ecause the purpose of the
Export-Import Batik is to finance U.S. commodities abroad, but this
is only one out of 15 loan accounts. You can move on to some of the
others. You have the Overseas Private 'investment Corporation. They
can make loans and, of course, you get, into your multilateral organiza-
tions, like the, Inter-American I)evelopmnent Bank. 'Ihe Exirbank,
they have one section whereby you caln lower the credit criteria and,
all'in all, it is assistanle,. I an't not criticizing the Bank but it is a
source of funds to finance U.S. conmmodities.

Senator ]4Ylan. Well, as 1. recollect from you reading that list very
hurriedly ,, theme nmust he $7 or. $18 hill i, . in ew fulds.

Mr. 11ssMAN. I am slpeakiiig of the limitation. I would like to leave
yolu this sheet Ibeal,(ue sonm,,, of tihe (exj)erts who are goilig to testify
after I leave, who were rmeviolisly with the Al I) agency, might try to
dispilte the.;, ligml)es 1)11( they h1av, hetn C(eltifled. As vou may note, I
said foreign tid ami assistance. All of tiis money is avilahle to finanee
colltmnodities abroad or to (10 anyt lhinig else that you do with aid dollars,

Senator 13vm). 1)os any of that .Exii nwney come back to theTreasury ?
Mr. I1,%ssM.N, " . Y,s: it is a grood a N,,0. we hav'e a substantial profit

ill it. I alm comsistiit. I sl)lpot the l, Ximbamik.
Senator B1m). So do 1.
Mr. l'.\ssAx. It is a good agwicve. ('oltainilv it is.
Sellator BM. Anl I am lnot &Iea r in m" own inid as to whether

the Eximuank funds slotild be included as ii.'lartt of-
Mr. PtssMAN~x. I would not know why not. You make it available

to finance exports. It is strictly for flinnig exports. The bill before
you is to finance U.S. exports. I expect. you heard that all day long,
we need this money so we can finance exl)ortS. Lots and lots of dif-
ferent countries are receiving loans out of the Eximbank. On some
of these. loans, it, is very doubtful we will get any money back.

Tie (itmi- .ix. I suspect that I have found on this list you gave
us, part of the explattion of what this whole thing is all about.
Somewhere on the thing. I see that. there is a list of receipts and re-
covery. This really is good news to me. Item 14. It really is good
news to Ilne. Receipts and recovery from previous programs, $394
million. That is what this bill is to take care of, I suppose. We are
about to get. something haek for $250 l)illion,

Mr. lIssM.ix. if von get it back, they will use. it in the program.
The' want to take everythig that has been sent out in the way of
foreign aid alid they sa,"Do not let that money come back to the
lrre es u',', give it to its and lt ts g ive it away fnor yY a utuin." is t atsimp~le.

The CTknIr,%x. I have suspected for year. that all of these soft
loans-50 years with no interest or 1 percent--have been peddled out
as loans because the Congress refuses to give the money away any
longer. We are going to have to make the American Congress think
that this money might come back into the United States some day. Do
not worry , it will never come back. You will never really have to pay
it back. That beiig the case, I suppose that when it comes time for
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som of these things actually to come back, the stage is set to come in
and let us make sure that nothing ever does come back. So we would
like to have your authority, if anything does come back to the Treas,
r to give it back.

ir. PAssMAN. Would you tolerate a little decent levity? I have been
Chairman of this committee for 19 years and you have some wonder-
ful people who work with the All)'with big titles but by their actual
background they could not qualify to be a member of a country bank
capitalized at '$50,o00, yet they become overnight international
bankers. You understand there ha's never been but two bankers appear
before my committee in 19 years, yet they sit up there and they have
the right to allocate millions of dollars for the areas.

Senator IIXsN. I did say I had no questions, but I am impelled to
make this observation. It seems to me that this proposal before us
today might be likened to a proposal that we add the OEO programs
to all of the other welfare programs, and I would just observe that if
these deficits are not important, if spending is not important, I cannot
see why the President would find any justification for impounding
funds. I thought the objective of that was to try to bring this budget
more nearly in balance in order that we mi gUt accompllish sol-e of
tie, things ou fought so ardently for in the Iouse and others in the
Senate have fought for, and would you not agree that it seems difficult,
it does for me at least, I would like'your observation, if it is important
to impound funds, what justification can there be for spending this $3.
billion in order to accomplish what by direction, it seems to me, the
Congress has said the.) want very little'more of ?

Mr. PAS MAX.. Let us let the readers arrive at their own conclusion
and enjoy a good laugh. Foreign aid is a sacred cow. There has never
been until 2 years ago, and I pushed them so hard, any reductions made
ill foreign aid by the Office of Management and Budget. Whatever
they go to ()MP with, and former aid people listening know I am
telling you the truth, they got the full bucket of blood. There has
never been a dime anywhere on the face of the earth impounded for
a foreign aid project but there has been a lot of projects down in my
congressional disirict impounded. 1 hat. actually hallppens? You go
out and cook up a. foreign aid program in July, you fund it in August
and you are making disbursements the following year. If there are
projects for my district, it takes 11 years and 9 months to get a flood
control proJect approved from the time you start until you get the
first funding. If it is a million dollars project we come lip here just
on ended knees and plead for $100,000. You do not know if you vill
get another dime and you get one slice and we have to hound the
Congress for 10 or 1'2 years to get the money to complete the project.
There are, 7 in mv district now that funds have been impounded. You
find me one foreign aid project wherefte funds have been impounded
and T will give von my seat in the House,

T would assmne at some point in time this new fund would try to
I)Vlss the appropriations process. They are trying to get out from
oir control and not let us know anvthin' about'it. If the people need
an additional .-3 billion, let them make their recommendations through
the bilateral nrournm. Let it be handled by the development loan fund
in AID and increase their category to finance these loans. The fund is
there, the money is there, why put another complicated program on

, top of another one?
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Senator BYRD. Congressman Passman, may I ask you another? I just
want to clarify. You said Export-Import Bank regular operations '

Mr. PASSMAN. That is a normal operation. There are actually three
sections of it. And I would defend all of it, even the concessionary
section, where you have lower credit criteria. 'I he Export-Impolt Bank
is under very good management and you do have the three different
operations, long-term, regular operation, concessional operations.
Now, to break them out, how much has been spent out of each, I do not
have it and I cannot keep up with all of it.

Senator Byw). I want to get the understanding of the term as yol
used it, regular operation. ,

One final question. Your note at the bottom says total approprmation
requests for maintenance of value aniounts to 2 billion. Is that figure
incl Iuded in the $18 billion?

Mr. PARSMAN. Yes; it is scattered throughout.
Senator Byiin. Scattered through. but you add it as a note?
Mr. PtssMAX,. Yes; I want Vo1 to know the total I)ecause this $2,250m illion is frightening, it is (lisillusonimig, it is shocking, and ridiculous.

To think we entered into agreements where we let these nations take
our money with no )1rOvisiolis for It dime of it over to comInt hack to tile
U.S. Treasury. That, is bad enough. Bitt to eornm, along later aud say
that we are going to have to give you $2.2150 million so those dollars
we previously gave you would buy'as mich as they bought at the time
we gave thell to you, if that is th'e way to run a show then I ought to
check out.

The ('it I.cN. I hi bave got to ask one oiliestion. It may be emalbarras-
sing but I have to ask it.
Mr. ]PA WsAN. I hav'e not boeio embarrassed for years.
The ('lIAmInIMNx. One of the, statf members said that that mal makes

tilt impressive statement, Senator, but, I cannot understand this. With
that man chairman of the subcommittee over there, how in the world
did they ever manage to spend $250 million on this program?

Mr. PASs3ANX. I would like to answer that question, if I may. I
want to be very deliberate because the record is on my side. Tihe end
justified the means. I have never voted for one dime of foreign aid
authorization, consistently I voted against the authorization. It is a
new concept in foreign i)olicy and I think by any fair evaluation
we are on the minus side. and'not on the plus side of foreign aid. Of
course, the people profit by it, the giveaway people and paid lobby-
ists, they have to make a living and they make 1)retty good cases if
you do not know the other side of the coin. I say with liumility that
my committee supports me. Since I have chairel that committee we
have reduced the budget requests by $14 billion. Our annual reduc-
tion is almost an average of $1 billion. So bv ridinr herd on this vro.
gram, keeping it before the public and before the Congress and mak-
ing these people in the bilateral section justify the requests, we have
been al)le to cut the bill. Under the rules of the House I imust either de-
fend and vote for the bill I bring out or I nuist step aside. One year I
refused to handle the bill l)ecaluse one of our great chairmeni died,
after we marked up the bill, we had a new chairman. le said he
wanted me to call the committee back and put some money back in.
I went back and presided and put the money back but I would not
handle the bill on the floor. The end justifies the means, I think I have
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done a fair job, Mr. Chairman, controlling these expenditures, stay-
ing on top of it, and knowing their schemes by which they try to by.
pass the Congress, and unfortunately, sometimes they succeed.

Finally, at the expense of being repetitious, I say without equivoca.
tion, without mental reservation, you have ill the' bilateral programs
and you have in the multilateral programs the machinery, the law,
and the money to do exactly what is being requested in this legisla-
tion before you. The difference being in the bilateral programs this
money comes back into the U.S. Treasury and we have control over it,
but if you turn it loose, as l)roposed here, you will have another pro-
gram in which there will be no return to the U.S. Treasury.

I want to thank you, Mr. Chairman, for permitting me to sound
off. I get carried away, I am frightened and frustrated for fear I do
not have the persuasive power maybe to get through to some of my
colleagues in the Senate and in the House, but we must bring this
thing under control or we are going to be in more serious trouble.
We 1atve.80 billion U.S. dollars floating around the worlh that people
Wve ruling from like they would from a dog with rabies. They do
'not want these dollars and I mean some of the underdevelol)ed na-
tions, they have been dumping them, they have too many, and it is
ridiculous to think you are going to add to the $80 billion floating
around the world. If you do not think that they are trying to get. rid
of these dollars go into some of these countries and try to buy some-
thing. They will tell you to go and exchange it for Japanese yen or
Swiss francs. I have had the experience.

Now, the time has come, to mv way of thinking, to bring these things
under control, This find would be duplicating what you already have.
They are not asking to cancel out some other program, this is in addi-
tion to everything else. Passman cannot defeat t-his bill but T will
guarantee the statistics that T have given you this a fternoon and others
I have coming. can defeat the foreign aid bill.

Mr. Chairman, thank you for letting me appear before your com-
mittee.

The CIAInMAlx. Thank you verv much.
Next, we will hear from Mr. Orville T.. Freeman, president of tl)e

Business International Corp.

STATEMENT OF ORVILLE L. FREEMAN, PRESIDENT, BUSINESS
INTERNATIONAL CORP.

Mr. Fn -EYrx. Mr. Chairman, Senator Byrd. T will be very brief.
This committee has been in session for a good many hours and it is not
through yet. so T will curtail my statements very sharply._

Throughout the testimonV aid the questioning, thel'e has been a
good bit of attention focused on the balance of trade. The balance
of trde is an extremely important item. Our relations around the
world, our prestige, our effectiveness economically are related inti-
mntelv to it. and as the dollar strengthens, whih i hone it will, 1t
will do so only if our balance of trade strengthens as well. Therefore,
I think that every medium, every action that, we can take which will
improve our balance of trade should be followed, This bill, in my
judgment, would make such a contribution.
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Starting with Senator Humphrey, there have been a number of very
effective itemizations of how this would be done. Let me quickly d raw
on my own experience and indicate that I think the fund's contribu-
tion could be quite substantial.

In the first place, our trade with the less-developed countries is
highly significant. Until I prepared to come here I didnot realize that
our tr-ade with the , ess-developed countries is roughly equivalent to
our total trade with the F'uropean. Economic Community and Japan.
That is a mighty good hunk of trade.

But when we look at the countries with the per capital income under
$200, we find a steady decline, and this is (30 percent of the world's
people.

N~ow, if our trade is declining with 60 percent of the worhl's people
in tile low-income groups, witi enormous potential demand, I thbimc
that is a rather serious )rospect-l)articularly when we see how our

trade has grown to such dimensions to the more alluent less-developed
countries in the Iligher rankss"

I can remember very well testifying repeatedly before tile house
about agricultural tehnical assistance, programs. 'One of the conten-
tiois made was that it, did not make much sense for the Unfited States
to give agricultural assistante so that count ries like Korea and Taiwan
ani(1 a number of others would then be able to produce agriculturally
and to compete with us. I took the position that that would not hap-
pen, that in the overall agriculture (leveloplment was essential to te
growth and progress of those countries and that they would become
strong customers and goo( buyers. If you take a look and bwk down
that trade record now of $10.." billion' to the less-developed count ries,
why that is where it has come from. And a good hit of that has been
agricultural exports, because those countries have gotten to a level
where they could afford to piurc)ase from us.

Again, in the interest of time, I will not go down the line and repeat
tie mmumbers, but on page 7 of my stat(enent it shows the percentage
increases and th(1 dollar ilcreases of oitur trade with certain lesA-
developed countries, which were the, direct. result of the economic
progress of those couitries, which again related to the agricultural.
assistance wili iiade that possible.

The other point I would like to make, Mr. Chairman, is this: The
imp)ortn ,e 1a(d potential of the export development, credit fund are
underlined by an examination of the possible role of the, fund in- im-
proving the 'global agricultural outlook. I am deeply concerned, as
one who hms had ai little exposure to agriculture both; in this Nation
and globally, at the world situation today. We are more food-short
than we ha'e b een for 2 years. If there hold he bad weather any
l)lace around the world, we could be in bad trouble very quickly. This
country has l)ierented famine around the. world since the end of'World
War If. We could not do very much about it right now, beeause we
do not have the stocks to do it. Now, our I)rospects at the moment look
fairly 1.ullish for ,rood crops worldwide, and I would venture to hazard
a prdiction, and this considers weather contimmig favorable, that
we will get. back into a more comfortable position in a coul)le of years,
But it is fyoing to be pretty tight, during that period; we are paying
pretty high prices, and we have, disrupted our economy and contrib-
uted 'to our inflation and a number of other things, so it is not a coin-
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fortable situation. If the weather favors us, we can get back into a
more comfortable situation.

What worries me, in looking down the road a little more, about
5 years, getting close to the end of this decade, is that unless something
vorv dramatic takes place, we are going to face a situation with grave
shortages, with potenltial famine, with great world disruption, because
a second factor has onme on the world scene so far as consumption is
concerned, and that is not only the increasing number of people but
the fact that these people are eating better. That means animal prod-
ucts, which are extremely expensive, which chew up a lot of grain,
and which take a lot of land. Europe today in terms of animal prod-
ucts consumption is about where the United States was in 1940, and
with an expanding economy and a higher level of affluence that demand
is going to grow very strongly. By 1978 or 1979 I would venture to
predict, that ti so-called develo)e)d world-Canada and the United
States, really, in terms of pllie agricultural producers--the developed
world will no longer be, able to afford the 50 million or so tons of grain
that. is now going to the less developed world, which means that the
less developed world iq going to have to feed its.elf-and is. not going
to be able to ,et nuch from us, That means developing tropical agri-
culture, which our technology can do. I have stood on land around the
world in tropical countries that can produce four, hve, six, seven times
as much as the Ibest we have in" the, U7nited States, because they can
produce all the year aroid in five, six, and seven crops. But t' at
requires a high level of skill and a major input.

The question is. low ean we get tropical agriculture inoving in
time. to prevent what could le a ve'ry serious development worldwide?
It. would affect the Inited States a(lverselv in terms of our own food
costs, it. would affect our relations, it would affect our ability to get
many of the resources, minerals. et cetera, that we need from that
part, of thl, world. Properly administered, the Fund can focus on
agriculture, which is essential to the development of these countries
anyway. Agriculture is an area. in which we have great comparative
advaniage. The fertilizers, thel pumps, the farm machinery, the
trucks-agriculture draws on all of them. and the availability'under
the Fund could le focused to reach the less develol)ed countries in
tropical areas and carry forward the process that has begun with the
so-called green revolution--which I submit to you is absolutely essen-
tial if we arc not going to find ourselves in les than 10 years facing
the very horrendous prospect of massive starvation in certain parts
of the world.

So I suggest, Mr. Chairman, that on two counts the Export
Development Fund would make a major contribution to this country.
First, it would make a contribution to our own balance of trade that
has been outlined here to a great, extent. Second, properly admin-
istered, it could contribute to and stimulate the process of getting
tropical agriculture movinga in the poorest, less developed countries.

Senator BiRD now presiding]. Thank you very much.
W e are verv glad to have y ou, Governor Frreeman. Thank you for

youir testimony. It was most interesting.
The. main a.pect that concerns ine-I am very much worried and I

am in the minority, I might say, about this deficit spending by the
Federal Government. I am ver much concerned about spending money
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we do not have and concerned about at this particular time borrowing
money at 9 percent and lending at 3 percent; but, nevertheless, you.
testunony brought out some new points that have not been brought
out today and it is most interesting, and thank you very much.

Mr. FIEEMAN. Thank you, Mr. Chairman.
[The prepared statement of Mr. Freeman follows:]

STATEMENT BY ORVILLE L. FREEMAN.' PRESIDENT, BUISIXESS INTERNATIONAL

COBPORATION

SUMMARY-

The Export l)evelopment Credit Fund is an inlportant element in the pro.
losals for a newly structured foreign assistance program, The United States is
losing ground to other developed nations in the supplying of exports to the world's
poorest nations. In many eases the reason for our lagging position is not our
inability to produce competitively, but, our failure to offer goods on terms com-
inensurate with the ability of the poorest nations to pay. These nations need
iong.terin concessilonary tiuantimg of their necessary imports, such as tile HDC'
would supply.

In contrast with the United States, Europe and Japan have been increasing
their level of concessionary export financing for the developing countries, and
their share of this growing e'xlort market has risen as ours has fallen. Other
donor nations have paid much greater attention than the United States to the
d(evelome)nlt of export markets within the activities of their aid programs.

The J)('F would spur a significant growth in American exports to the poorest
nations, creating tens of thousands of Jobs at home and bolstering our weak
ialanee of trade position. At the samne time, the goods and services supplied could
serve as a catalyst for sustained growth i the developing nations.

Exlperlence demonstrates that entry into markets through subsidized financing
can lead to future growth in commercial markets as the poorer economies de-
velop. Our experience with the PI1,4AO program iln agriculture provides strong
evidence in this regard. In time ease of many developing nations, trading patterns
established initially with PIr-480 assistance are now paying off in a phenomenal
growth of (lollar-prodneing agricultural exports.

There is sinw question as to whether the EI)CF's subsidy will line the pockets
of either U.S. businesses or private lmporters in the low-income countries, How-
ever, as I understand the Fund's operation, the only subsidy would go to the
government, of the borrowing country.

An examination of the global agricultural outlook underlines an additional
possible benefit time EDCF could bring. )ue to t rapidly rising global demand
for food, a demand fueled both by population growth and rising affluence, it is
likely that international supplies of imlmrtant foodstuffs will be more or less
chronically tight in the coming decades. This means that less food will be avail-
able for aid when poor nations are threatened with famine, and that food prices
will be extremely volatile (and generally high) for everyone-rich and poor.

The greatest untapped agricultural potential in the world today lies in the
developing countries-but the development of this potential will require, among
other things, large-scale imports of fertilizers, pesticides, improved seeds, pumps,
marketing technology, construction equipment, farm machinery, etc. The United
States enj.oy. an Internatimal conmrative advantage in many of these areas,
and the EDCF could thus play an important role in increasing poor country food
production, reducing pressures on global food supplies, and boosting U.S. exports
of agriculture-related goods and services.

Mr. Chairman, it is a great honor to appear before this distinguished Commit-
tee, testifying on such on important subject.

I have followed with interest the progress through the Senate Committee on
Foreign Relations and the House Foreign Affairs Committee of the creative new
measures for foreign assistance initiated by a majority of each of the Committees.
I find myself both in full sympathy with and in full support of the major aspects
of the iropmosed changes.

I The views expressed In this testimony are those of the witness, and do not neeessarlIj
represent those of Business Internatioal Corp., or others of its directors, officers, or itaw.
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The reorientation of foreign aid proper to a concentration on problem solving
in those areas which most immediately and directly affect, the most distressed
majority in the poor countries is especially welcome. In every developing country
I have visited-and I have visited most of them-I have been Impressed by both
the primitiveness of agriculture and the eagerness of villagers for improved
ways; by the prevalence of disease and the terrible toll it takes in human misery
and inability to perform; by tlie desperate desire of people In the villages and
slums throughout the world for better medical care; and by the enormous waste
of human potential caused by lack of educational training. Concentrating our
assistance efforts on problem solving in these areas Is a direct and constructive
approach.

The Export Development Credit Fund needs to be recognized as the comple-
nientary aspect of this major Congressional Initiative. It too is a response to an
inadequacy of past assistance efforts-indeed a continuing inadequacy In the
total array of mutually beneficial economic relations between the United States
and the poor countries.

As the members of the Committee may be aware, available evidence Indicates
that the United States Is rapidly losing ground to other developed nations in
supplying goods and services to the world's poorest nations: those countries with
per capita Incomes below $200. In many cases the reason for our lagging position
is not our inability to produce the needed goods at competitive prices, but our
failure to offer the goods on terms commensurate with the ability of the poorest
nations to pay. Although the Export-Import Bank, which provides credit on only
slightly concessional terms, has provided powerful support for American exports
to those nations with incomes above $200, It.has had little impact on sales to the
lowest-income nations. This is proper and necessary under the Dank's statute
and long-established relation to the Congress, which requires it to be fully self-
supporting and to refrain from lending If there is appreciable Irlsk of default, The
poorest countries'cannot meet those terms on a large scale, for they are striving
to develop, and this process entails investing for extended periods of time more
than tley can save, and importing more than they can export, In short, they
require not short- or nedium-term credit, but long-termi financing, such as has
been available under A.I.D. and PL 480. However, neither of those programs any
longer provides the muscle it used to for U.S. exports.
By contrast, Europe and Japan have continually increased their level of con.

cessional export financing for the poorer countries and their share of this market
has grown accordingly. Front 1N7 to 1971, total assistance and private invest.
ment from the United States to less developed countries increased by 22 percent
while that from other donors doubled. At the same time, U.S. exports to all de-
veloping count-les increased by 32 percent while those from other major donors
increased by 60 percent to 1.35 percent. I eleven of the largest of the poorest
countries, imports from the United States actually shrank from $1,7 billion in
19007 to $1.2 billion in 1972 while those from other donors increased from $2,9
billion to $4.3 billion.

These adverse trends are due not only to the greater willingness of other
wealthy countries to provide aid, but to their superior flexibility and greater
attention to export development in administering their aid. American aid pro-
grams sprang not from a long-range commercial impulse but from a generous
and forward-looking vision of reconstruction, mutual support, and common de-
velopment. Initially our assistance programs had to fight for supplies, at a time
when U.S. businessmen faced virtually no foreign competition. European and
Japanese assistance programs, on the other hand, have developed as an aspect
of the search for foreign markets. They were given their Initial impetus by tie
American typing of aid procurement in 1959, which cut off that source of finan-
cing for their investment goods exports.

The Impact of these origins is still with us. There is a good clearance between
A.T.D. and the Ex-lm Bank In the sense that there Is noninterference, but there Is
no posltire collaboration. There has been little if any communication between the
export promotion staff at Commerce and A.I.D. programmers. In the U.S. Govern-
ment, assistance problems and trade problems are looked upon as different; they
are handled by different people who have little occasion to talk to each other or to
affect each other's work.

This does not appear to be the case in other donor countries. Export market
development appears to he consistently included among the criteria of selection
for assistance projects. For example, the Germans and Canadians have Included
In their assistance programs a number of telephone systems, which open up
strong prospects of follow-on sales of components for growth and maintenanec-
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The French have pushed TV stations. The British have offered products from
depressed industries-pumps, railway equipment. The French and Japanese have
on occasion offered a mix of hard export credit and concessional assistance finance
to ensure a competitive offer for a particularly desirable piece of business. It has
proved very difficult for the United States to compete on these terms.

The Expjort Development Credit Fund is designed to improve the U.S. ability
in this area. The Fund is directed to the poorest countries, where there is the
greatest need for financial support of long-range export market development
(ca appropriate terms. Institutionally, the Advisory Committee will bring together
A.I.D., Commerce, Agriculture, and Ex-Im Bank for active collaboration on the
conduct of this new business. I was delighted to hear Senator Humphrey
suggest that Commerce chair that committee, while I consider it fully appro-
priate that A.I.D. carry the operational responsibility. I expect there will be
tension between them on how the Fund should le operated. Working through
the policy and operational problems on a joint basis may prove very difficult.
We certainly met such difflcultles when the Interagency committee ran Pt, 480.
But the outside was constructive then, and I have every confidence it will be
inow-leading to a major improvement In the U.S. ability to conduct foreign
assistance with long-run mutual benefit.

Therefore I feel that the proposed Export Development Credit Fund would
fiU-nn important gap in the American foreign assistance program. This Fund,
if established, would permit a significant growth in American exports to the
poor countries. This would mean tens of thousands of new Jobs for American
workers. At the same time, the goods and machinery we can supply could serve
as a catalyst for sustained economic growth in many poor nations.

This economic growth, so badly needed in the poor nations, can be viewed
as a worthy goal in itself. However, a generation of experience also indicates
that economic progress in developing nations can lead to a future rapid growth
in exports from the more advanced nations. Thus the economic development
which today's financed exports can help promote can provide escalating future
benefits both for the poor countries and for the United States,

I would also like to point out the proposed Fund's potential for improving
our long-term balance of trade position. Many feel that our growing trade deficits
constitute the greatest single threat to the welfare of the United States today.
I do no think we would be wise to pass up the opportunity his proposed Fund
provides to bolster our future trading position among such a large number of
countries.

Our eighteen year of experience with Public Law 480, the legislation which
enabled us to export farm products to low income countries on coneessional
terms, is instructive in considering this legislation.. That earlier legislation had
two important ob.jectiVes: to reduce U.S. farm surpluses and to alleviate hunger
'n the recipient countries, helping them buy time with which to modernize their
own agricultural economies. A large number of these countries have been remark-
ably successful, as is evidenced by the pronounced decline in requests for food
aid over the past six or eight years..

An important by-product of PL 480 was the development of dollar markets
for U.S. farm exports as various developing countries acquired a capability for
commercial imports. Fortunately for our balance of payments, T1.8, commercial
exports of farm products are soaring, climbing from under $5 billion in 1905
to an estimated $11 billion in fiscal year 1973, ending this month,

Looking only at the less developed countries, our commercial agricultural
exports to them more than doubled betwene 1965 and 1972, rising from $894
million to $1,848 million. Meanwhile, PL 480 exports to the developing countries
have declined somewhat-from $1.32 billion to $1 billion. Gradual reductions in
concessional food shipments have been accompanied by a strong growth in com-
mercial sales to many of the nations which benefited importantly from PL 480
in the past.

Commercial agricultural exports to Taiwan increased by b81 per cent in the
seven year perlod, reaching a total of nearly $188 million In 1972, Similarly, Our
commercial farm exports to the Republic of Korea rose by 643 per cent, bringing
in about $159 million in 1972, while our commercial farii -exports to Mexico
increased by 212 per cent, topping $181 million in 1972. In these countries and
others, the trading patterns established initially with the help of PL 480 assist-
ance are now paying off in a phenomenal growth of dollar-producing agricultural
exports. Countries which became accustomed to using U.S. farm products when
they were available under concessional terms have continued to use them as
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they have switched to commercial purchases. Previously established working
relationships wittl U.S. exporters have facilitated continuing purchases of U.S.
farm products.

In a sense, the proposed Export Development Credit Fund would be a PL 480
program for industrial production, paralleling our very successful program for
agricultural production. In effect, what is being proposed in this legislation is a
program to develop concessional markets for U.S. industrial exports in markets
where we are losing out to other industrial exporters. Th1iose countries where
incomes are below $200 contain a majority of the world's people. Someday they
will constitute a large and lucrative market for our exports, as do a number of
the richer developing countries today. If we can establish ourselves as suppliers
during their early stages of economic development, then we will have an oppor-
tunity to remain as suppliers in the future when markets will be far more
lucrative than they are today.

If we are to ensure the participation of American producers In the future
growth of the developing countries, we must act now to build the healthy trading
relationships that aie needed. Business experience Indicates that export potential
will be maximized through long-term buyer familiarity with American products,
and American producer familiarity with the particular needs of the buying
country. The soft-term financing which would be provided by the proposed Export
Development Credit Fund would be an important step in the right direction,

Mr. Chairman. I am sure the members of this Committee share with me a con-
cern that the U.S. Government not give an unwarranted subsidy to American
business. Would the operations of the Fund do so? Who would get tile subsidy-
that is, the 4 percent difference between the (say 3 percent the Fund might
charge for its credits and the (say) 7 percent it costs the Fund to borrow from
the American public? Would this wind up in the hands of American business?
Or would It wind up in the pockets of private importers in the lowest-income
countries? The answer, as I envision the Fund's operations, is that neither of
these two groups would get tile subsidy. Rather, it would go to the government
of tile borrowing country. In some cases, the U.S. export may be for a government
project. In others, the government may make the foreign exchange it borrowed
from the Fund available to its Importers in return for local currency. Thus from
-tlme point of view of both the importer who pays his money (local currency) into
his central bank (government loan proceeds account) and of the exporter who
gets is money (dollars) from the Export Development Credit Fund this would
be an ordinary commercial transaction providing no price or credit advantage to
either. The advantage to both would be that without the Export Development
Credit Fund financing, the country could not afford it at all.

Therefore I think the Fund need not and would not give any subsidy to any
private persons at home or abroad. Instead it would merely correct a deficiency
in the current export picture by letting U.S. exporters compete with others on
financing terms.

Both the importance and the potential of the Export Development Credit Fund
are underlined by anl examination of the possible role of the Fund in improving
tile global agricultural outlook. This is an area in which I have a special interest.

This year, while acting to meet the threat of famine it parts of Africa and
Indla; we have seen world reserve stocks of wheat sink to their lowest level in
more than two decades. The Director-Ceneral of the Food and Agriculture Orga-
nization of tile United Nations. Dr. A. I. Boerma, has noted that the world is
currently just one bad harvest away from widespread famine and critical short-
ages of foodstuffs. Fortunately, the outlook for this season's crops is good in many
crucial areas of the world and, outside of portions of sub-Saharan Africa, star-
vation may be largely avoided.

But while keeping our fingers crossed during the coming year, we need to look
forward to the next decade and beyond. In my opinion, the world food outlook is
not a bright one. It seems very likely that global food reserves will not soon be
rebuilt to the rather consistently high levels of tile 1950s and 160s. Tile capacity
of food donor countries, including the United States, to aid countries which are
having difficulty meeting their own food needs will be severely diminished. Such
a new situation is likely becauseglobal demand for many important food 60m-
modities may rise considerably faster than our ability to expand supplies in the
coming years.

Skyrocketing food prices in our own supermarkets have recently made many
Americans aware for the first time of the inexorable logic of supply and demand.
The news media have correctly pointed to several factors, including poor harvests
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lit Asia and the Soviet Union. the (liiappearance of the anchoveta oft the coast of
Peru, and had weather in the United States, as contributing to the current short
supply of important food commodities. It is my feeling, however, that these
sh1ort-terin factors may be diverting our attention from some more fundamental
longer term trends which are altering the dimensions of the world food situation.

Throughout human history, popultion growth has accounted for nearly all the
growing deninl1ds which were nade oi the erth's food.producing capacity. Dr-
ing the seventlei raphil population growth continues to generate demand for
more food. but in addition we are now witnessing the emergence of rising afflt-
('nit' its a major new claina:nt m world food resources. listorically there was
onily on3e iportiant source of growth in world demand for food, but now there
are two.

At tie global level, populatlon growth is stlli the dominant source of growth
in demand for food. Expanding at nearly 2 iprcent per year, It will double ii a
little mtoro than a g(-neratimi. Merely mintaining current per capital consutnp,
tion levels will therefore reiluire a douibllng of food output over the next
general iol.

Rising afllienee is Ihilg t 'iiislthte(d Into a rapidly growing demnmid for food
resoui*'re In the northern ler of indust rll ('omiiitrie.-blegillling with Ireland and
(lreat hiritui In the, We.st and including Heandinavla, Western Europe, Eastern
Eulrolpe. tle Soviet U nin, and Jalnn-which are Imiore or le. where the Inilted
state was iII terins of its Oci tonle advan('enitnt and dietaryy habits in 1940. As
I fco('ns ('olii uUa to rist, Ili this group of countries, which contains sonic two.
thirds of a billion people, a sizable sin ir, of the income iInvestments is 1ig cOn-
vt, rted Into denianud for livestock prili-ts, particularly beef. These countrles-
many densely populaited ( such as the Western European countries and Japan)
air sufferilig fromn it 4earelly .of fresh water (a.s III the Xoviel UnIon) 1 lack the
capacity to satisfy the growth iln (emand for livestock products entirely from
indlgonoum resources. Tiet result is growing imnlwrt.Q of livestock prlucts, or of

feedgrainis and soybeans with whhih to expa nd indigenous Ivestock production.
"roam both contitulng population growth and spreading atffluence, then, we (can

expeet pressiures oi the world's foo(d rwourees to ('ontlime Increasing rapidly.
I believe that It will be very dlitluenlt to mtet those rising pressures adequately
within the world's prestnt pattern of food lrodluction. International stocks of
iportant grains art% likely to remain at a dangerously low level. Most of the

roughly 50 million acres of croliind ili lIhe United States which were Idled under
farm programs through much of the sixties, 0nd which in a very real sense have
served as the world's food safety valve, are likely to be brought back Into near-
liermanent production.

I (1o not mean to imply that surplus production might not occur at some point
iln the future. For example. I would not le surprised if two or three years from
now, we were teniporarly back in a commercial grain surplus position. For this
reason, I feel we need to preserve th systen of floor prics in the Vnited States
which lits been so .4ut'cesssful for the last decade In protecting our farmers from
sudden. drastic price falls beyond their owt control. But If world economic and
population growth continue at recent rates for the next five years, I would esti-mate that by 1980 at the latest, the developed world will be consuming virtually
all the food it can produce. There will be little left for the poorer countries.

If this situation comes about, developing countries will have nowhere to turn
to for food aid when bad weather, insects, or a disease outbreak sharply diminish
or even destroy a year's crop-or if population growth greatly outstrips Indige.
nous producing calacities. Global food scarcity may force us to tighten our belts,
but in the poor countries it coulh require forfeiture of life itself.

This grave danger underscores the need for promoting agricultural develop.
meat In the developing countries with a special urgency. The world's greatest
reservoir of unexploited food potential is in the developing countries. Tropical
agricultural in particular presents enormous potential In the decades ahead.
Rice yields per are in India and Nigeria are only one-third those of Japan, and
corn yields in Thailand and Brazil are less than one-third those of the United
States. In these countries and many others, dramatic Increases in food supply
are possible if farmers are given the necessary economic Incentives, agricultural
Inputs, and technical know-how. The United States has proven Its ability to play
a valuable role in adding agricultural development abroad, and we should take
even fuller advantage of our expertise in this domain.

The Export Development Credit Fund could pay an extremely important role In
this crucial area. The United States has many of the tools and skills needed by
many poor nations as they modernize their agricultural sectors, The proposed



143

Fund would finance U.S. exports of fertilizers, pesticides, improved seeds, pumps,
marketing technology, construction equipment, farm machinery, and other such
agriculture-related goods and services. Fortunately, the United States enjoys
an international comparative advantage in many of these areas. By subsidizing
exports of the goods and services necessary for agricultural progress, the Fund's
activities would nicely complement the stepped-up agricultural assistance efforts
called for in this year's aid legislation. Both tile United States (through in-
creased exports) and the poor countries (through greater food production)
would benefit greatly from this aspect of the Export Development Credit Fund's
activities.

If the food-producing capacities of many important developing countries do
not increase substantially within the next decade, there are also likely to be
many unfortunate consequences for the United States. A growing worldwide in-
crease in demand relative to supply will tend to drive food prics upward, not
only in international markets, but also at home. If we should try to isolate our.
selves from world scarcity, the situation could arise wherein famine and misery
might take a growing toll in many poor countries while we in the United States
consumed a disproportionately large share of the world's food production-
clearly an unpalatable alternative. A policy of isolation on the food front might
also seriously jeopardize many crucial foreign supplies of non-food resources,
Including energy and key raw materials. Yet If we should have to share food
scarcity with the rest of the world, our own standard of living would suffer.
Clearly, therefore, It is in tie self-interest of the United States to aid the develop.
ment of agriculture in the developing world.

I would like to close by adding a note at this point on the po.wlhie relation of
nornial bank export credit to this new Fund. I can set, great advantage for the
l'nited States in involving both of these forms of credit in a tandem relationsill)
it the sam1e tradition. A.I.1). has not encouraged hank partihclation in coni-
inodity financing other iai on a short-term, commercial-paler basis. To do so
would have meant using A.i.I). funds to pay for U.S. hank interest in addition
to paying for the comumodities, wil the country Itself could have extended the
saine credit to the Importer. While this is true, It ias (lscouragel America banks
front developing in tihe poorest countries the branches, the trade eomections, the
knowledge of commercial risks that thwy have developed so vell In many less poor
countries where they so actively support l.S. exports.

A parallel growth of bnnking serves in support of trade in the poorest coun-
tries Is powslble with the suplport of the 'Exlhort Development Credit Fund. If
within an Export l)evelopiment Credit Finid line of credit to a country a U.S.
exporter arranges for two- or three- or tive-year flnancing of a shipment of equip.
meat or trucks on terms better than the importer could get at home, the Export
Dvelomment Credit Fiund cotild, by prior agreement, pay the (oll1s to the U.S.
bank when andps the importer meets his obligations by depositing local currency
into the central l bank loan proceeds account of the government. The exporter
would be better able to compete. The iiporter would have a iweferred deal. The
country would have what amounts to an automatic refinancing of an export credit
onto concsslonnI terms, and the Export I)evolopnent Credit Fund would bear
no risk until It had to make the deferred payment. The U.S. bank thun would
become established i the market. able to carry on in full suplport of American
trade when development 1tad proceeded to th point where conceslonal credit
no longer would be needed. I hope, the Advisory Committee and A.I.D. will serl-
ously examine the possibility of supporting with the Export I)evelopment Credit
Fund tile development of private financial support for trade with the poorest
countries.

Senator ByI). 'lhe next witness, is Mr. himes '. Grant, president,
Overseas Development C'ouncil. Welcome, Mr. Grant.

STATEMENT OF JAMES P. GRANT, PRESIDENT, OVERSEAS
DEVELOPMENT COUNCIL

M. (,lIJNTx. lhank you, Mr. Chairman. I appreciate this oppor-
trinity to resild to the -eqest of the committee for comments on the
proposed export developlilnt credit fund. I hi\ve a rather lengthy
statement here, and it has been a long day, so with your perlission.11
would like to submit the statement for the record.
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Senator Bynn. Yes, that will be published in full in the record.
Mr. GRIANT. Thank you. rhe statement is fairly long because ever

since this proposal surfaced last spring, I and some of my colleagues
at the. Overseas Development Council have been doing a good deal of
investigation on it, and in my statement I (iscus 13 questions which I
believe are of concern to this committee.

The first is where is the line between export credits and develop-
ment loans? Tlhe second is, would the availability of credit on softer
terms actually increase U.S. exports? Tlhe third is, would the fund
create U.S. j(!)s? [lie fourth, would the fund's credits be an unwar-
ranted subsidy of U.S. or foreign business? Fifth, would creating the
fund mean mov ing in the direction of tying aid and, therefore, counter
to desirable tren(ls in aid-giving? Sixth. would fund credits be repaid,
and woull tleyN ease or add to tle financial problems of poor countries
already saddled with a heavy debt burden ? Seven, what. about the use
of Aimerican ships? Eilit, which countries should be eligible? Ninth,
what countries should( be excluded? Tenth, why should the fund plr)o-
vide, credit. as low as :3-percent interest when interest rates are so much
higher in this country. Eleventh, will the fund contribute to infla-
tionary pressires in the U7nited States? Twelfth would fund-financed
exports 'elp development while rootingg UAS. export objectives-
the question that Senator Roth was di-sussing-and, finally, who
should run the program ?

If I man , I would like to comment very briefly on three of the
questions that have been before the committee today. The first is, given
the evaluationo, do we continue to need this kind of a device? Second,
can we afford it-the question, Mr. Chairman, that you just raised-
and, third, should the action on the bill be postponed pending further
information from the executive branch ?

On the first question, does the need remain, I think it is worth not-
ing, as Senator Humphrey said this morning, that by 1980 we need
to increase our exl)orts from roughly $50 billion last year to over $100"
billion worth, if we are going to be earning tflikind of receipts we
need to pay for the increased oil and other imports we need. This is
not going to be easy. This is why we need an agency like the Eximbank.

Second, the devaluations, while they do make it easier for the United
States to sell in these markets, only meet part of the problem. It is
interesting to note tlhat in the more afluent developing countries, our
exports increased by some $5 billion over the last 5 years, while to the
60 percent who live in the poorest countries our exports actually
dropped over the past 5 years, while the exports of other countries
went up very substantially.

And when one examines what is the principal difference between
our exports to the more affluent developing countries and to the poor-
est, one finds that the U.S. credit mechanisms are available and have
been for the more affluent countries; the Eximbank has done a tremen-
dous job in increasing our exports to the more wealthy developing
countries. Last year, in 1972, they made more than $2.5 billion worth
of credits available to advance exports.

Unfortunately, for the 60 percent of the people who live in the poor-
est countries, Exim does not lend to these countries in any substantial
amounts, b ause these. countries are so poor they are not credit worthy
for the kind of hard terms that Eximn lends on. Thus, Exim last year'
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advanced only $116 million to that market of 1 billion people-roughly
one-twentieth of the amount they did for the much smaller group of
more affluent developing countries. It is that hole that that export
development credit fund is designed to fill.

It is quite ironic, Mr. Chairman, that we now have a situation where
the U.S. Government has mechanisms for promoting U.S. investment
in the poorest countries, for example, the Overseas Private Invest-
ment Corp.'s investment guarantee, program, which enables American
capital to go abroad and build factories there. But there is no com-
parable mechanism to finance the goods of American factories made
in this country to go to those same countries. I think this explains in
part why the 'labor unions in the United States have joined business
in supporting this proposal-because they see this as a mechanism that
will increase jobs here and our exports.

Then there is the question of can the United ,States afford it? Several
times the comment has l)een made today that tlis program would be
at. no additional- cost to tie taxpayer. This has led to a certain amount
of raised eyebrows, and I think properlyy so, l)tlt I think it is worth
ampllifyin what is meant by that. The concept here isto help develop-
ing countries in effect have access to )orrowings in our money markets,
with the ,U.S. Government hiarrowing at the going rate of interest and
then loaning at the 3 percent, with replaynients coming back in due
comse and being applied to repay the borrowings.

There is obviously a subsidy element involved here-the difference
between the : percent and whatever the rate of borrowing is.

I do believe it is worth emphasizing that the moneys that will be
used to cover this sulbsid'y are moneys which historically the Appro-
priations Committees of the Senate and the House have'appropriated
for use as foreign aid. In other words. the use of loan relpayments to
cover these subsidy reqitirenients will result in a deduction in the
amount of money ihat is available for foreign aid. It is in this sense
that one can quite p)roperly say this is not an additional cost to the
taxpayer and, in fact, it is a way of getting $3 or $4 for the buck where
the 17S. taxpayer formerly only got. $1. In this sense. I think it should
have great. appeal--for those of ius who are concerned with getting the
most. returm en on the taxl)ayel-s' investment.

On the second (11uestion-what is the impact of this on inflation? I
think it is worth remembering that these funds do not have to be spent
in any given year, that if money markets are extremely tight, this form
of fund can ease iu on its borrowings. The amount itself is relatively
modest in a trillion dollar 1eouomy, lut the presence of the Treasury
on the advisory committee, I think, gives somnie assurance of prudence
in managing tlis.

Senator Ihinm. 1 do not see your justification for that statement.
Mr. GmmN'r. Well, sir-
Senator Bqn. Youtr 'reasury Department has advocated these tre-

mendous deficits. The budgets'that have come to the Congress have
come recommending tremendous deficits. Where do you see the pru-
dence of the Treasury Department?

Mr. GRANT. )Vell,'sir. ill this case there can be some management of
when the borrowings take place. They do not have to be done at a par-
ticular time, and the goods that the fund itself will finance obviously
will reflect, can meflect the scarcity situation in this country. It would
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make very little sense for this fund to make major credits to a very
poor country to buy goods that are already in very scarce supply In
this country.

Senator hYRD. The r rIasury -Department. and the proponents can-
not even agree as to whether the purpose of the bill is to help U.S. busi-
ness or to help the poorer nations.

Mr. GRANT It is I believe, as Secretary Casey said, a bill whose pur-
pose is to do both. if the fund finances a nuclear powerplant for Paki-
stan, enabling American electrical companies to get the bid rather
than a German or English company, it helps American exporters, and
it helps developing countries, too. 6

Senator BYRD. Let me ask you this question. But before doing so,
I want to say frankly, that Iam more deeply concerned about this
matter of deficit financing than the majority oi the people in the Con-
gress, and I may be wrong about it. but anyway, it is my view.

Does not something have to give on our financial problems, can
we continue to go into more and more new programs of a spending
nature, can we continue to subsidize business, as you are suggesting the
one purpose of this would be, we have got to stop somewhere, we have
to get our own financial house in order, the dollar has deteriorated all
over the world in value, is it not, I think you will agree about that.

Mr. GRANT. I agree.
Senator BYRD. And will you agree about that? Its deterioration, a

major fact in its deterioration, if not the major fact, are these con-
tinued smashing Governments deficits that we a re running.

Mr. GRANT. I would add to that, Mr. Chairman, that one reason
why our dollr is deteriorating is that. it appears to foreign countries
that we have lost our ability to compete on foreign markets. This pro-
gram here is designed to Ielp U.S. business and labor be more com-
petitive on the one major market in the world in which as of this mo.
ment we are not competitive.

Senator BYRD. I think the intention is good and I like the intention
of it, but what impresses me is how are we going to get our financial,
put our financial house in order, if it is important to do so, and many
people think it is not important to do so. I happen to think it is. Irow
are we going to put our financial house in order unless we are willing
sometime, somewhere to say we are going to have to stop going into new
programs or we are going'to have to reduce other programs if we are
going into these ? Until we do one or the other our- condition is going
to continue to deteriorate.

Mr. GRANT, Mr. Chairman, I share your concerns, iut obviously I
aml) not competent at this point to go inio the total picture. What I can
say is that this particular proposal, if enacted, in 1974 and 1975. will
not increase the burden on the American taxpayer. The bill that Con-
gressman Ptissman was talking about, that has' passed the House, ]ie
already reauthorized for use in the development. aid program all re-
ceipts from tlesew prior lons, so as now scheduled, theyar going to
he used for foreign aid. What this new proposal says is, let us use
part of those proceeds that are already earmarked',for use as foreign
aid to help cover the interest differential so we can go out on the mar-
ketplace and help American exporters sell $700 million worth more
rqoods annually to these poorest countries than we have been able to
in the past. \
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There is a letter that was submitted by General Electric Co., to the
House Foreign Affairs Committee-they may have already submitted
one here too-in which they point out that the availability of this
kind of financing would make it possible for American electrical com-
panies, over a 5-year period, to bid on another $4-billion worth of busi-
ness that the present mechanism does not permit. I think it is very
important to remember that if this program were enacted it would not
require the taxpayers in 1974 or 197b to pay any more than the amount
already authorized by the House, which has completed its action on the
authorization, or the amount authorized in the rest of this bill S 2835.

Senator Bnw. Well, it has already been testified that the Treasury
would have to go out in the market and borrow $3 billion and the in-
terest rate is fhow 9 percent.

Mr. GRANT. Yes, sir.
Senator BYRD. There is no indication that it is coming down and

certainly it is not coming down unless we are able to do something
about the Government's own fiscal situation.

Mr. GRANT. Yes, sir. I do not mean to imply that there is not going
to be borrowing., but the cost to the American taxpayer here is the
difference between the cost of the borrowing and what is returned from
overseas.

Senator BynD. You -are assuming it will be repaid, which I do not.
I am not certainn that I agree with that assumption. That is the intent
of it, I know.

M'r. GRANT. It is worth noting on that, Mr. Chairman, that we have
in recent years been getting several hundred million dollars a year in
loan repayments from loans which people 10 or 15 years ago doubted
very much would be repaid, but they are being repaid. And as Secre-
tary Hennessey testified, we have had virtually no outright defaults;
there have been some countries in situations where the loan repayments
have been rescheduled, but basically, these repayments are coming in.

Senator BYRD. Congressman Pa'ssman has inserted in the record
figures showing that we already without this legislation, will be spend-
ing $18 billion in the current budget for foreign aid and assistance and
it seems to me, No. 1, that is way too much in my judgment, that should
be sharply reduced. If you can sharply reduce that and in place of it
go to the program that you suggest, Ithat would have a good bit of
appeal, but the trouble is that will not be done.

Mr. GRANT. Mr. Chairman, I happen to be a private citizen testify-
in , so I cannot quite make those manipulations. I would say this.
It is important to remember that the $18 billion that Congress Passman
was t~l ing about includes Export-Import Bank money, includes mili-
tary sales, and that our real dilemma is-I share your concern that
some of that money is inappropiriately allocated-but our real prob-
lem is, we have a market fa billion people who occupy half the globe
and who control a tremendous amount of natural resources. Not only
has the United States in the last 5 years dramatically lost its share of
that market, but the actual volume of our exports has dropped.

Now, what are we going to do about it is a country To me, sitting
here as a private citizen looking at this problem, seeing what a good
Job Ex-Im has been able to do with its type of credit in promoting
IU.S. exports. it. seems quite obvious that we need something comparable
for the poorer developing countries. Now, if under its provisions
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Ex-in cannot lend to these countries because they cannot take the .6
or 7 percent interest rate that Ex-Im Bank has to-

Senator i-Rm. So we ask the American people to do that?
Mr. GnANT. So we ask the American people to cover the interest

differential in order to make sales over a long time. Now, it is inter-
esting that the hardheaded Japanese, Germans, English, French---
who are not known to be giving things away-have greatly expanded
their 3-percent money, 25-year money, 58-year grace money to these
countries over the last 5 or 6 years. r'lus is a-major reason why they
have been able to increase their exports so very sharply and why U.
goods such as heavy electrical equipment have dropped precipitously.
'We do not have a credit mechanism to meet the competition, and it
is for this reason that I really think we have a very rare consensus
outside of Government-the principal labor unions are supporting this,
the principal major business organizations are supporting this, and
there has been a good deal of favorable press commentary. There was
an editorial in the Journal of Commerce on August 6, whieh with your
permission. I would like to insert in the record.

Senator Byn). Yes
Mr. GR.AxT. The editorial discusses the fact that this committee was

going to be considering this fund early in September and expresses the
iope that this committee would advance its forward movement rather
than kill it.

Senator Byn. Yes. we will bc glad to have von insert that in the
record. You made a very interesting and appealing presentation, Mr.
(,rant. I regret that I tim influenced a, great deal by the condition of
the Federal Treasury, which I am deeply alarmed about. Except for
that. your testimony'is most appealing. '

I want to thank'you on behalf of the committee for being here.\
[The article referred to and the prepared statement of Mr. (Grralt

follow :]

(From the Journal of Commerce, and Commercial, Aug. 0, 19731

Ti." EDCF AT BAY?

It has been clear for nearly a decade that foreign aid has lost much of the
support, it enjoyed in those early postwar years when the United States sought to
lead a shattered world out of the wilderness created by the 1939-45 war. No
candidate for political office wins votes by promising more of it. No president
enjoys writing his annual message to Congress on the subject. And few of the
recipients seem to appreciate for long just what the Anericans are sending their
way.
we Small wonder. American, have discovered they have problems of their own
and that, Watergate is only one of them. A nation which has been running'a
balance of payments deficit for over a generation, which has glutted the world
with a currency it. has had to devalue twice in as many years, and then seen It
further devalued by floats of other currencies, can hardly feel as free as It did in
1945-55 to ladle out its wealth as though from a bottomless larder.

Still and all, even the bitterest critics of past foreign aid programs seem to
recognize the necessity for them, as witness the fact that on July 26 the House
passed a $2.8 billion bill authorizing foreign economic assistance for fiscal year
1974-75 and foreign military assistance through next June 30. What was surpris-
ing, however, was that while the measure squeaked through by a margin of only
three votes, a key provision providing for an Export Development Credit Fund
was defeated 240--137. This fact is throught-provoking, to say the least.
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That U.S. foreign aid programs enjoy any congressional support at all is
attributable in good part to the knowledge that practically all other industrialized
countries are now engaged in such programs and find it to their advantage to do
so. But it is also acknowledged In this country that the older forms of give-aways
whether in the form of gods or serv.co, now serve only a limited purpose and
that this nation's whole approach to such programs is in need of restructuring.

The Export Development Credit, Fund was supposed to provide just that. It
was not an administration proposal, but it. eventually drew administration sup-
port because it promised to serve a dual purpose. On one hand, it would offer

q American help to the developing nations that need it most. On the other, it would
hell) promote American exports to these areas, very much like the tie-in provisos
of some earlier programs. -

The main thrust of the EDCF would be to provide lesser developed countries
with low-interest credits for the purchase of U.S. exports. Authorized to operate
for five years at a level of about $1 billion per year, the fund would be financed
by public debt authority. The fund would borrow money in the private market
at prevailing rates and make up the difference between these rates and its lower
lending rates with receipts from past development loans. Credits would be made
available primarily to countries with a per capita (NP of less than $375 per year,
with special attention to those having less than $200 annually. This means the
really poor.

* * * * * * *

There are certainly grounds for objections to an idea such as this. One is the
artifice of pledging receipts of past credit operations for support of the fund-a
device that smacks of the sale of )artici)ation certificates, the operations of the
highway trust fund and the like. We have never had much use for these methods
of commiihitting spending outside the normal budget, processes, and we don-t now,

Perhaps it was this thought Rep. l)onald M. Fraser, a Minnesota Democrat,
had in mind when he termed it a sort of "soft-loan credit, device." The idea is not
unprecedented. lit has been implemented for years by such praiseworthy institu-
tions as the International Development As 6eiatioii, an affiliate of the World
Batik. But opponents of the proposal envisaged, among other things, a soft-loan
window at the E'xport-Ini)ort Bank which would cheerfully dole out big loans
without any expectation of repayment.

Granted that there are always risks in soft-loan operations, we find it difficult
to take these particular objections to the Ei)CF l)r(,psals seriously. The subject
at hand, after all, is not sound banking )ractice; it is foreign aid. So long as this
country distributed its largesse via direct grants-in-aid there was no risk at all.
There was never any expectation that the funds so distributed would be returned.
Consequently there were no grounds for grieving when they weren't.

Under EDC there would be at least a fair chance of it, as the experience of
IDA and the United Nations )evelopment Fund has demonstrated. And while
EDC]? was being tested, exporters in this country would be getting some business,
the national balance of payments would be given so me added hell), and the poorer
nations would be given it, too.

Both the House Foreign Affairs and the Senate Foreign Relations Committees
seemed to recognize this for they l)assed the EDCF proposal by overwhelming
margins. Still, there is sonlething to be said for the complaints aired-o6v the floor
of the House to the effect that it appeared loosely worded in some respects and
vaguely oriented in others. In any event a case can be made for those who argue
that it needs a little more thought., particularly as it might involve stipulations
as to who is to administer such a fund and how .

Fortunately, there is still a chance that the fund proposal may be revived (and
hopefully imp'iroved upon) in the Senate. In that chamber the Voreign Relations
Committee has arranged that the matter be referred to the Finance Committee.
Its fate, as pointed out in a Washington dispatch to this newspaper from Richard
Lawrence last week, is problematical. We regret that this is so. It seems to us
that this promising move toward a necessary restructuring of the Nation's foreign
aid programs should have made more progress than it has.
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PREPARED STATEMENT OF JAMES P. GRANT' PRESIDENT, OVERsEAB DEVELOPMENT
CouxCIL

SUM MARY

The Humphrey/Aiken proposals contained in S. 2335, of which tle U.S. Export
Development Credit Fund is an important part, stem from a recognition of the
increasingly complex relationship evolving between the United States and the
developing countries-a relationship that encomlasses many. common concerns
in addition to aid (such as trade and monetary affairs. private investment, en-
ergy, environment, oceans, narcotics) and that Is making these countries more and
iore important to our own well-being.

The Export Development Credit. Fund would make credits available to finance
U.S. exports primarily to the poorest developing countries, those with per cap-
ita (NP below $200 a year.

While I'.S. exports to the developing countries as a whole totalled over $16 bil-
lion in 1972 and are growing, our exports to the poorest countries, a market of
over one billion people, asihe front China, and actually falling---unlike exports to
those same countries from Europe, Japan, and other industrialized countries.

What we do export to the poorest countries with per capital income below $200
a year is mostly financed by the A.I.I). and P.L. 480 programs, with only a little
over $100 million front Export-liport Bank (which In 1972 provided over $2.5
billion in loans and guarantees under harder terms to the more advanced develop-
Ing countries). A major factor behind our poor perfornmance in these markets is
a shortage of financing on a)propriate terms. The Fund is designed to provide
that financing but a number of questions remain.

1. The line between export credit and development finance Is not always clear.
hut what Is clear is that credits extended for exports to thV poorest countries must
have a substantial concessional component, which Is not now available for Amerl-
(an exporters.

The Fund, in filling this gap. vouuld differ from the present development loan
program by financing goods which not only contribute to development but have
export expansion potential and are not likely to affect U.S. employmetit ad-
versly; by operating less obtrusively (not suggesting projects or policies, but
merely screening requests for financing) and with fewer personnel ; and by focus-
Ig exclusively on the poorest countries.

2. The availability of credit ont softer terms would Increase U.S. exports, be-
(.a11e (a) It would be unlikely to displace existing financing, (b) the lack of
fIln(ing on competitive terms is a major obstacle, and (c) given the poorest
countries' need for development-orlented imports, which far exceeds their present
ability to pay and the amount of suitable credit available, together with the dol-
lar devaluations, an increase in the kind of credit the Fund would provide would
result in a corresponditng increase lit imports front the United States.

3. The Fund would create an estimated 50,000-60,000 U.S. jobs lit the short
run, assuming the usual regulations to assure actual production in the United
States.

The Fund would have to prevent long-range adverse effects oil U.S. employment
which are unlikely to occur since (a) production costs in the poorest countries (as
opposed to more advanced developing countries) generally are high, (b) the Fund
could take steps to assure that its funds were not used to enable other countries
to erode U.S. markets, for example. by not financing factory equipment when it
a pears the resulting production will compete in '.S. markets, (c) the advisory
committee, to which the Secretary of Labor should be added, would ensure cou-
tinlling sensitivity to U.S. entployineint problems.

In the long run, the development of these countries, to which the Fund will
contribute, will make then growing future markets for 17.8. exports.

4. The Fund's credits would not be an unwarranted subsidy of U.S. or foreign
litiusmtcss. The concesstoonatl teris woull benefit the people of the importing coun.
try, th rough their government. not U.S. or foreign businessmen.

5. The Fund's creation would not mean moving toward more tied aid, since the
Fund's credits are not intended to be aid, but financing for export promotion,
and would in any case not affect bilateral aid administered by A.I.D. (which is
ready largely tied).

'T I views expressed in thim tateietit are those of the Individual, and do not necesarily
riipresent those of the Overseas l)evelopmient Council. or others of its directors, officers, or
staIT.
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0. Fund credits would k- repaid and would ease, rather than add to, the
external debt problem of these countries. Developing countries can and do repay
their loans from the U.S. The Fund's credits would be commensurate with their
ability to repay and would be used for development purposes; the Fund should
help strengthen their economies so that they would more than be able to repay
its credits.

7. The bill should permit the Fund to pay the difference between U.S. ships
and other cheaper ships, so that the mandatory use of American bottoms for 50
Iier(Pnt of Fund-financed goods would not prevent U.S. exports from being non-
c(mit tive because of high shipping costs.
8. The Fund should finance exports primarily to countries with per capita

GXI, under $200 a year (since that is where the need and opportunity are
greatest), but should take account of all relevant factors, including ability to
p1y, poverty, and the need for concesslonal credit to support U.S. exports.

i. Many countries, for example the Soviet Union and Eastern and Western
E'uirope. do not fall within ithe FMnds' eligibility requirements; the House version
of the foreign aid bill would prohibit funding for North Vietnam without further
('ongresslonal approval: and the advisory committee, would assure that Fund
olh-r4tions were in the iest interests of the U.S.

10. The Fund's interest rates should be as low ait 3 percent, despite current
high interest rates in this country, because the Fund's purposes are important to
tihe well being of the United States, and the Fund can't work at all ,nless It can
extend credits at low Interest rates for long periods. In any event, the low rates
would apply only to dollar repayments by governments, while the foreign bust-
nessei would have to lay local currency for the imports either in cash or at
generally far higher Interest rates than prevail In the U.,14.
I1. The Fund would not contribute in Inflation In the U.S. becauqe t would

ielp stahilyA, domestic pri(es by helping us cant the foreign exchange needed to
finance our imports. It is so small as to be de infaimls with respect to the entire
4COtainy. and It could ie managed so as to give priority to credits for goods
for wihh-h domestic demand is slack or where production can be expanded readily.

12. 1I'mid financed exports would help development while promoting U.S. ex.
Iort objectives. Even though all imports are not necessarily good for development.
there Is no Inevitable conflict among the Fund's various purposes. The eligible
countries are a very large market, the variety of U.S. goods and services they
need for development Is great, and the Fund is comparatively very small.

Tt'o Fund should finance only those development-oriented exports which also
are likely to lead to exlpinded markets and take account of VA. employment
ieds. These may not always be optimum from a development point of view:
however. care would le required to prevent low-utility exports from being
tininpmcd, and the Fund might also need to verify that the policies of the import.
Ilg country were such that the Fund-financed exports had a reasonable chance of
being cinstructively used.

'l'hw advisory committee should lie valuable In helping the Fund deal with these
varied consilerations. bringing to bear U.S. government experience In such
fields as export promotion, overseas development, domestic employment, etc.

13. The main polh(y-making body for the Fund should be the advisory com-
mittee, which would reflect the Fund's multi-purpose nature.

'i'It, hill leaves designation of the operational entity to the President, subject
to dialogrihetween.Ihe Executive and the Congress.

(a) If the agency chairing the advisory committee is export-oriented, the
implementation agency should be development oriented, or vice versa.
(h) A new agency to run the Fund (as opposed to an existing agency like

A.T.D. or Ex-lin Bank) would increase overhead costs and cause confuslons,
whlh, lofing the experience of existing agency personnel.

(c) Both Ex-Ini and A.T.D. have advantages over the other, and it would be
reasonable to designate either.

(i Ex-lin has more experience in export promotion working with business.
A.T.D. has more experience In development and with poor country governments,
ns well as extensive commodity financing experience.

(11) Ex-Im does more financing than A.T.D. in countries with annual pTer
eatlta Incomes. over $200. and there would be benefit from close Fund/Ex-lm
rel tiqnhIp there. But A.T.D. does much more business thah Ex-Im in the pri-
mary Fund target. countries with tnder $200 a year per capitt incomes.

BEST COPY AVAILABLE
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(iii) Ex-Im conveys the export image, which is better with U.S. business
and the public. A.I.D. has a development image, which is better with the poor
countries as well as with the Europeans and Japanese.

The Humphrey/Alken proposals, of which the Fund is an important part,
warrant and are attracting the support of important segments of the American
public. They should help "get America back on a true course in our relations with
developing countries."

Mr. Chairman and Members of thm Conmittee: I appreciate the opportunity to
appear bMfore this Committee to comment on the T'.S. Export Development Credit
Fund. In my opinion, the proposals introduced in the Senate on June 20 by Sena-
tor Humphrey for himself and Senaor Aiken, and previously in the House bay a
bipartisan majority of the House Foreign Affairs Committee, and of which the
proposed Fund is an importantt component, are among the most far-reaching and
Important of any broadly supported C4migressomal initiative over the past 25
years with respect to our interests in the developing countries of Asia, Tltin
America, and Africa.

The changes proposed steni 1:oni a recognition of the fact that our relations
with the developing countries ai-' no longer as simple as they once were. In
place of a one-dinienslonal relationship of aid-giver and aid-receiver Is a more
complex interaction across a broad front of common interests in the fields of
aid, trade and monetary affairs, private investment, energy, environment, use
of the oceans, control of narcotics, and numerous other concerns. As a result,
in place of a relationship of dependency is one of interdependence between the
United States and the developing world-it is becoming clearer every day that
we can no longer afford to overlook the importance of the poor countries to our
own welfare. And because this increasing interdependence has been accompanied
by a les.Iening of cold war tenl.1s;. in Nd:te, of an overriding concern for our
own security in our dealings with the developing countries there is a growing
concern for our own economic and social well-being. The stake is no longer
sinply pence, but prosperity as well.

The bill reported by tie Senate Foreign Relations Committee reflects these
facts in a number of ways-by attempting to coordinate more effectively the
variety of U.S. activities which affect Ihe development of the poor countries,
by adopting a more relaxed style of bilateral development aid which is less
concerned with influencing governments to follow our political lead and more
with using our aid to solve development problems affecting tile welfare of tile
poor majority, and by building broader trade relations with the very poorest
countries through an Export Development Credit Fund designed to bring more
U.S. goods and services within their financial reach.

The Export Development Credit Fund would make credits available for fi-
nancing U.S. exports having a developmental value primarily to those countries
with per capita GNP below $200 a year. The Fund could mean a major break-
through for American exports to a potentially substantial market and should
also prove useful to tile lowest-income countries. Quite apart from China, the
TnlItpd States in recent years fias increasingly neglected tie future market
potential of the poorest billion people living elsewhere in tile developing world-
and the n(e for more American goods an services to advance their develop-
ment. The Fund can help to correct this neglect by providing financing which is
competitive with that of other industrial nations and which also increases the
amount of suitable financing available for our exports-creating markets for
the immediate future and for follow-on orders, as well as helping build stronger
economies that can develop into better customers for U.S. goods over the long
run.

U.S. exports to less developed countries as a whole totalled over $16 billion
in 1972-nearly the same as our combined exports to Japan and the recently
enlarged European Community (including the U.K.). These exports have been
growing at-about 10 per cent a year over the past few years. Yet several facts
emierge from the statistics on U.S. exports to those developing countries with
the very lowest annual inconie-below $200 per capita-in the tables in Annex
A derived from the material released by the members of the House at their
press conference on the House version of the Humnphrey/Alken bill:

First, total U.S. exports to the lowest-income category of developing coun-
tries are not expanding, but actually decreasing. With over 60 per cent of
the population of the poor countries, this category now takes only 10 per
cent of our exports to developing countries.
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Second, other rich countries are expanding their exports to these lowest-
income countries along with expanding their aid to these countries,

Third, American exports to these countries are heavily dependent on
U.S. Government credits, which are not increasing to these countries.

Fourth, very little of the financing for the lowest-income countries, only
slightly over $100 million in 1972, comes from the Export-Import Bank-
most cones from A.I.D. and P.L. 480, which are decreasing. This contrasts
sharply with the financing pattern for our rapidly growing exports to the
much less populous, more advanced developing countries, for which the
slightly concessional Export-Import Bank terms are suitable and where Ex-
Iin loans and medium-term guarantees have increased to over $2.5 billion in
1972.

Many U.S. exporters believe that a major factor behind our poor perform-
ance in these markets is the shortage of financing available on sufficiently con-
cessional terms. IHence the idea of a Fund to make credits available to these
markets at more attractive terms appears sound. Nevertheless, a number of
questions about the proposed Fund need to be answered.

1. Where is the line between export credits and development loans? There is
no easy answer to this question, other than the intention of the lender. It is
clear, however, that large-scale export promotion to the lowest-income countries
requires a substantial concessional component which is not presently available
for American exporters.

There is a modest subsidy component in Ex-Im loans, which are usually at a
rate lower than that at which the Bank borrows on the market, with the interest
differential being made up from income available to the Bank. There obviously
is a large concessional element in the typical IDA loan, and a still large but
somewhat smaller element in A.I.D.'s concessional loans, which are on harder
terms than IDA's.

In the United States, Ex-in loans to developing countries have increasingly
begun to resemble development finance as the Bank has extended repayment
periods and followed flexible rules. For instance, direct loans by Ex-Im in FY
1970 for conventional electrical equipment had maturities ranging from 5%
years to 16, with a median of about 10. At the same time, A.I,D. development
financing has begun increasingly to incorporate elements from export credits,
shifting from untied to tied procurement, from largely grants to mostly loans,
and from highly concessional loans to credits on increasingly hard terms. Other
industrial countries-such as Canada, Germany, Japan, and France--pomote
exports to lowest-income countries not only by using their aid programs specific-
ally to advance their export interests, but by blending a "cocktail" for individual
transactions, using their public aid funds in combination with loans on com-
mercial terms, so as in effect to reduce the hardness of commercial credits,
especially the rate of interest.

A recent study 1 examining the interaction between development finance and
export credits notes:

"Unlike other (,onor countries, the U.S. government has sought to maintain
a fairly rigid line between its foreign aid program and the activities of the
Export-Import. Bank of the United States. The line is based less on a clear
distinction between what the two agencies actually do than on their stated
motivations. What Ex-lhn Bank does is labeled expoT credit, because the
mission of that agency is to promote exports, despite the fact that Ex-Im
Bank has been making long-termdirect loans to developing countries (among
others) for a longer time than any other development finance or national
export credit agency. What USAID and the World Bank do is called devel-
opment finance, or foreign aid, because here the motivation is to be bankers
of the poor. Yet the loans of these agencies finance exports too, and, as far as
the World Bank is concerned, often on terms comparable to those or-the
national export credit agencies."

The pirpose-oftie Export Development Credit Fund is to increase U.S. exports
that nave a developmental character to the populous lowest-income countries.
At the same time, these credits should help strengthen the 66onomies of these
countries, thus bringing a better life to their people, increasing their ability to
meet their future obligations, and assisting them to become increasingly better
markets for U.S. industry. - -

I "The Bankprs of the Rich and the Bankers of the Poor' The Role of Export Credit in
Development Finance," by Nathaniel McKitterick and B. Jenkins Middleton, Overseas
Development Council Monograph No. 6 (1972).
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Because of its heavy emphasis on export expansion, the Fund would be quite
different from the present development loan program. Like the development
loan program, it would have to restrict its financing to goods which are likely
to contribute to the development of the importing country. But unlike develop.
ment lending, it would have to look also at the export expansion potential of
those goods and should also consider the impact of its activities onpinploymebt
In the United States. Second, its style of operation would be less intrusive, since
it would not be expected to suggest projects or policies to the importing country,
Iput merely to screen requests for financing. Because of its complementary but dif-
fering goals, the Fund could be expected to make decisions In a somewhat more
businesslike and less bureaucratic way than is possible with development lending,

-.and with fewer personnel. Third, the Fund would focus exclusively on the poorest
of the developing countries, which are not only those where U.S. exports are
doing so badly, but where the need for the kind of credit the Fund would offer is
greatest.

2. Would the aratlability of credit on softer terms actually ifcrea.se U.S.
caportst Or might it merely displace existing financing? Nobody can be certain
what will happen in this inexact science, but the bulk of the credit used from this
Fund should result in additional exports. We do know that the vast bulk of
financing for the market represented by countries with annual per capita GNPs
under $200 now comes from P.L. 480 and A.I.D. loans and grants. Since the
Fund is not intended for financing exports of agricultural surpluses, there should
be no effect on P.L. 480. Since A.I.D. loans and grants will be made available
on terms generally better than those of the Fund, and since most of the develop-
ing countries need more rather-tlin less concessional terms, A.I.D. financing
should not be displaced unless the U.S. Government chooses-s a matter of
deliberate policy-to withdraw it and substitute Fund credits. It Is possible that
some of the modest amount loaned each year to the poorest countries by the Ex.
port-Import Bank would be displaced by the Fund, but if so, it would again be a
matter of deliberate U.S. governmental decision. Given the heavy debt burden
some of the poorest countries carry, it might be good if the softer terms of the
Fund were substituted for the harder terms of the Export-Import Bank: In any
case the amount of exports Involved is quite small. There is no way of knowing
whether the also rather small amount of private financing (about $250 million)
might be displaced by Fund credits. To the extent this financing covers sales
from parent companies to subordinates, it probably would not be affected. Like-
wise, exports financed by private equity capital probably would not be affected.
My own guess is that the residue of private loan financing that might be displaced
by the Fund would be very small Indeed.

Is the poor performance of U.S. exports to these markets relative to others
due to uncompetitive financing-or to other causes? Clearly the overvaluation of
the dollar until recently was a contributory factor, but this factor did not prevent
our exports to the more advanced developing countries from rising rapidly. An-
other factor has been that the tied aid of other countries to these lowest-income
countries has been rising while ours has been falling. Although we-do not have
comprehensive statistics, there Is a great deal of material in the form of known
cases of bids lost because of lack of competitive financing. U.S. exporters with
whom I have talked In recent months believe that the lack of suitable financing-
is a very Important factor in the situation. Many of them point out that exports
are often lost because Americans do not bother to bld-belleving that they can-
not win because of inadequately competitive financing.

Whatever the history and causes of our poor export performance to this cate.
gory of countries, I think there are at least two reasons to expect that more
attractive financing would help. First, If a line of credit were extended by the
Fund to the government of country A for a particular purpose, such as imports
of electrical equipment or heavy construction equipment, that government would
have an Incentive to make sure that American exporters were given a fair oppor-
tunity to compete for business. Otherwise, country A would fail to make use of a
valuable resource, and in due course the line of credit would be withdrawn. Sec-
ond, and much more critical, once it became known that there was a substantial
line of credit available to country A for imports from the United States, there
would be an incentive for U.S. exporters to pay more attention to that market.
If this were to happen, some dramatic changes probably would take place. U.S.
exporters might be encouraged to send representatives to importing countries or
to arrange, where warranted, for a local representative to ensure that they Are



notified of tenders to bid, to secure copies'of specifications for them, and to repre-
sent their interests in general. These basic preliminary steps can be very impor.
taut in increasing U.S. exports on commercial terms to a particular market on a
long-run basis.

Now that there has been a substantial devaluation of the dollar, and that U.S.
price indices are trending upward at a slower pace than those of our competitors,
there Is every reason to expect that American goods will be able to compete
oil price and quality for these markets. This is precisely the right time for U.S.
Government action to make sure that U.S. exports call compete oil financing
terms as well.

I hope that the Fund would be administered in such a way as to correct more
than the deficiency in U.S. financial competitiveness. Itshould also aim tolhelp
provide U.S. business with timely information and encouragement to seek sales
in these markets, and it should analyze other obstacles to U.S. exports and
make appropriate recommendations as to how they can be removed.

But the nmin point is that, as a general rule, the need of these countries for
development-oriented imports far exceeds both their ability to pay for them
in cash and the amount of suitable credit currently available to them. This
means that if price and quality are reasonable and there are no extraordinary
obstacles (such as lack of information or inability to obtain proper servicing),
all Increase Il the kind of concessional credit offered by the Fund will result in
a corresponding increase in the level of imports into these forelgn-oxchange-short
countries.

3. Would the Fund create U.S. jobt The Ex port-iport Bank has calculated
that each additional $12,500 of exports creates one U.S. job. At that rate. if the
Fund were to stimulate an average of three-quarters of a billion dollars of
exports each year. sonie 50,000-410.000 Jobs wouhl be created. The U.S. Depart-
ment of Labor has made similar calculations.1

Obviously, jobs in this country can be created only If the goods exported are
actually produced in the United States. The Fund would have to be subject to
source, origin, and componentry rules similar to those applied to exports under
AID development lending and Exlport-Import Bank programs, to make-sure
that the U.S. goods financed by the Fund were American in fact.

The Fund would have to prevent the short-run increase of jobs from Fund-
financed exports from being offset by longer-range adverse effects on U.S. em-
ployment caused by those saine exports. There are several reasons why these
adverse effects are unlikely to occur.

First, the Fund would extend credit only to the poorest of the developing
countries. In most of these countries the cost of industrial production are gen-
erally high, despite lower wages than in the Industrialized countries. because
of factors such as lack of supporting services, high transport costs. production
and transportation delays, poor management, and small markets. Most of these
countries are not, and will not be for many years, in a position to compete with
til Uiiited States except on a very selected basis.

Where there is cause for concern that some of the products a country eligible
for Fund credits might produce would be able to compete succes,,,fully with
U.S. nmanufactures-especially in industries which are in trouble In this coun-
try-the Fund would have to take steps to assure that its funds were not used to
enable other countries to erode U.S. markets. To take the simplest case, the
Fund should not finance textile mille, Mhoe factories, or assembly equipment or
components for TV sets when It appears that the resulting production would
compete in U.S. markets.

The advisory committee set up to help guide the Fund's activities includes
a number of government agencies-Treasury, Commerce, and Agriculture-whose
concerns are primarily domestic and which should be sufficient to make sure
not only that time U.S. economy is not hurt by the Fund's activities, lut that
the mutuality of benefit (to the United States as well as to the Importing.
country) is real. In addition, to ensure a continuing concern and sensitivity to
the specific problems of employment in this country, the Secretary of ILabor
should be added to the advisory committee.

In the long run, of course, the Fund would help create future markets for
U.S. exports by supporting the development of the lowest-income countries.
While development may enable countries to become more competitive with the

I Se "Employment and Export , 1903-72." Donald P. Eldridge and Norman C. Saunraers,
Monthly Labor Revicwr, Aug. 1973, pp. 10-27.
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United States in certain special areas of production, experience has shown that

our exports to poor countries with growing economies expand very rapidly too,

and that these exports tend to be in higher wage-paying sectors-thereby in.

creasing living standards for American workers. It bears remembering that

U.S. exports to developing countries have more than doubled in value since

1965 as they have developed, and the United states has consistently maintained
a trade surplus with them. Tie way to avoid injury to specific U.S. industries
and their workers caused by competition from developing countries as they
develop may be through trade legislation, negotiation, adjustment assistance, or
other means, but it is surely not to refuse our aid and cooperation in order'to
try to keep the refrom developing-especially those who can hurt us the least and
need our help the most.

4. Would the Fund's credits be an unwarranted subsidy of U.S. or foreign
business? No. Any actual element of subsidy or concessionality stemming from
low interest or long maturity would benefit the people of the importing coun-
try, through their government, not U.S. or foreign businessmen, since most
credits would be extended to governments, though they would make possible
commercial transactions between the traders involved.

One object of the Fund is to make U.S. exports competitive with other indus
trialized countries in financing terms. But they must still compete on price and
quality with exports from Europe and Japan and any other country whose fi.
nancing is available on comparable terms. In addition, commodities purchased
with credits provided by the Fund would be subject to the price test contained
in Section 604(b) of the Foreign Assistance Act, which would prohibit any ex-
iiorter under Fund financing from charging more for his exports than the pre-
vailing market price in the United States. The U.S. exporter would receive no
payment other than the price of the goods, no government susidy, no tax break-
merely the opportunity of making additional sales because the credit provided
would enable the country to import the U.S. goods.

There are at least three reasons why the concessional terms of the Fund credits
should not be extended to the individual business in the importing country,
First, it would be a breach of the GATT and the Berne Union Agreements, where
the United States and other countries have pledged not to use subsidized credit
terms to compete unfairly with each other. Second, it would mean a real wind-
fall to the foreign business, at U.S. Government expense. And third, it is un-
necessary, since the need of the eligible countries for additional imported goods
Is so much greater than the amount of the Fund (an average of only three-quar-
ters of a billion dollars a year) that the availability of Fund dollar credits to the
importing country should generally be incentive enough without offering a finan-
cial lure to the private importer as well.

5. Wotld creating the Fund mean moving in the direction of tying aid and
threfore counter to desirable trends in aid-givingt The Fund's credits are not
intended to be aid or a substitute for existing aid, but financing for export promo-
tion. The Fund would do for our exports to the lowest-income countries what the
Export-Import Bank does for increasing American exports to more advanced
countries. As far as bilateral aid administered by A.I.D. is concerned, that is
already largely tied, adml .reatln;, th, Fuind would do nothing to tie it further.

0. Would Pund credits be repaid, and would they ease or add to the finanoial
problen.s of poor countries already saddled with a heavy debt burden? Of course,
compared with a grant, any loan is hard. As a supporter of development, I hope
that an increasing flow of grant funds will be made available. But it is not rea-
sonable to suppose that all low-income country imports could be financed with
grants. Some must be paid for with cash (the hardest form of Import), and some
with commercial loans and investments. The Fund would add a new dimension
between grants and commercial credits.

The experience with loans to the developing countries over the past 20 years
Is that they can and do repay their loans. Occasionally, they need to reschedule
repayments, when the terms of their debt are too hard. But they do not normally
default on loans. Their repayment record has been outstanding.

Since the Fund's terms would be more commensurate with the poorest coun-
tries' ability to pay, and for goods and services of a developmental character
which would strengthen their economies, there should be fewer problems or need
for debt relief than If those credits were not available or were available only on
harder terms. Used productively, Fund credits should help build up their econ-
omies so that they would more than be able to repay those credits.



1. What about the use of American ships? The mandatory use of America*
ships for 50 percent of Fund-financed goods could make U.S. exporu much more
expensive than they would otherwise be. To prevent our exports from being hon.
competitive because of high shipping costs. I propose that the bill be amended as
the House bill was to permit the Fund to use aid receipts to pay for the difference
between the cost of U.S. ships and other cheaper ships.

8. Whioh oountrte# should be eligiblet The bill provides that countries with
less than $200 per capita annual GNP are to be the main recipients of Fund
credits, but avoids making per capital GNP a rigid test of eligibility for being
included in the category of "lowest-income countries." Although per capita GNP
is the best measure we have of poverty, it is not a perfect measure. Nor does It
measure precisely the relative ability of countries to borrow on commercial
terms or to service debt. Finally, it does not measure accurately the countries
where U.S. exports are having particular difficulty. For those reasons, the
record on the legislation should make clear the Congressional intent that the
Fund be administered flexibly to take account of all relevant factors, including
ability to pay, poverty, and the need for concessional credit terms to support
U.S. exports. The table set forth below makes it clear, however, that the need
and opportunity for the Fund is greatest, though not exclusively, in the category
of countries with per capita incomes below $200 a year:

U.S. Government 1972 Total U.S.
commitments (millions) Government

commitments as
Countries Popula- GNP Ex-im Public 1972 U.S. percent of
(number) nation (billions) bank Law 480 AID exports U.S.exports

Froe world (millions) millions )

Below200 .............. 40 1,072.9 $110.1 $115.6 $523.8 $694.3 $1 615.3 82
t°o 249 ..........- - 8 146.4 30.5 71.8 162.0 448. 8 1,046.0 65
to 2 .......... - 8 61.6 16.1 52.3 76.6 295.9 1,106.6
to31 .............. I1 10.7 34.8 367.6 64.1 197.1 1,199.1

Note: Population and GNP data from 1972 World Bank Atlas; 1972 commitments data from AID see. 657 report; U.S.
export data from Department of Commerce "Highlights of Foreign Trade."

9. What countries should be exchlded? The statutory definition of eligible
countries as both poorest and needing such assistance eliminates the USSR and
the balance of the Soviet bloc along with the rest of Europe. In addition, any
funding for North Vietnam without Congressional approval would be prohibited
by the currnet foreign aid bill as passed by the House. Beyond this, the statutory
advisory committee and the requirement for a detailed semi-annual report to the
Congress provide substantial assurance that Fund operations will be responsible
and In line with the considered best interests of the United States.

10, Why should the Fund provide credit as low as 8 per cent interest when in.
terest rates are so munh higher in this country? Incentives in the form of lower
Interest rates or tax deductions for Interest paid have often been and continue
to be used by the U.S. Government to achieve specific goals. In the case of the
Fund, its purposes could not be accomplished at all if credits were extended at
commercial or near-commercial rates. Most of the goods to be financed by the
Fund simply would not be imported from the United States (on such terms) by
countries without the foreign-exchange-earning capacity to service the kind of
debt burden which commercial terms entail.

In short, If the Fund's purposes are Important for the well-being of the United
States and we want it to fulfill them, It must be able to extend credits at low
rates of Interest for long periods of time. Otherwise, it simply won't work.

It must be remembered, moreover, that the low rates would apply only to the
dollars to be paid by the government of the importing country to the U.S. Govern.
ment. The foreign businessman would not be getting these low Interest rates,
but would be paying local currency for the imported goods and services either in
cash or at generally far higher interest rates than prevail in this country.

11, Will the Fund contribute to inflationary pressures in the United Statest Its
net effect over the long run should be to help stabilize prices in the United States
through increasing our capacity to earn the foreign exchange which is required
to finance needed imports. Domestic expenditures, of course, contribute to in-
flationary pressures at times of tight supply, either in the whole economy or in

20-54-78- 11
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C rticula sectors, such as with grain today. With respect to the former, It should
remembered that the Fund's expenditures are so small relatively that they

would be almost do minimue with respect to the entire economy. Its potential for
directly contributing to inflationary pressures in particular fields can be largely
met through giving priority in extending credits to those goods for which domes-
tic demand is relatively slack or which are of a type where production can be
expanded readily to meet increased demand. The Fund can and should be man-
aged in such a manner as to promote the sale of those goods which It Is In the
U.S. interest to export.

12. Would Fund-flnanoed export8 help development while prmoting U.S. ex.
port objectives? Or would the fact that the Fund would need to focus on the
export expansion potential of the goods and services financed, while avoiding the
promotion of industries abroad that would jeopardize U.S. Jobs at home, mean
that development of the poor countries might get lost in a crush of conflicting
purposes?

This is a tough question, and a critical one, for not all imports are necessarily
good for development (nor do all U.S. exports carry with them the opportunity
for expanding markets, nor is it possible to guarantee that every U.S. export
will increase U.S. employment in the long run). The bill provides that the Fund
may only be used to finance goods that promote development. But it will not be
easy to reconcile the various interests the Fund will have to serve.

The short answer, I believe, is that there is no necessary conflict among these
purposes-particularly since the eligible countries are a very large market, the
variety of U.S. goods and services they need for their development is so- great,
and the Fund is relatively so small. These facts mean that it should be possible-
with a little effort-for the Fund to finance only those development-oriented
exports which also are likely to lead to expanding U.S. export markets and at
the same time take account of the legitimate needs of our own domestic economy,
especially of the American worker.

This means that the Fund would not alwaV8 be able to finance those goods and
services which might benefit a particular country's development most. By the
game token, it might sometimes be necessary to refuse to extend credits for
exports that are not likely to contribute to a country's development, despite
their export expansion potential. And it might also be necessary to avoid financ-
ing exports even though they serve the dual purpose of development and export
expansion if, for example, they would strengthen a country's ability to compete
successfully with a distressed U.S. industry.

Because of the purposes other than development that the Fund must serve,
care would be required in administering the Fund to prevent low-utility-exports
from being financed. I believe that the Fund should have a flexible commodity
eligibility test, designed to make certain that its exports support development in
the importing country. Beyond that, there may be good reason for the Fund to
verify that the import and investment policies of the importing country are such
that Fund-financed exports to that country have a reasonable prospect of being
constructively used. Such tests should not lessen the Fund's usefulness as a
promoter of U.S. exports, since the range of U.S. goods and services helpful to
development is very broad.

In order to take these varied considerations into account, the advisory com-
mittee established by the proposed bill should prove valuable, for wherever the
-President might locate the Fund administratively, the committee would ensure
that the extensive experience accumulated by the U.S. Government in advancing
U.S. interests in such different fields as promoting exports, overseas develop.
ment, Jobs at home, security. et cetera, would be brought to bear on Its decisions.
The P.L. 480 Interagency Committee has proved extremely valuable for this
purpose with respect to agricultural commodities.

13. Who should run the program? The legislation recognizes the multipurpose
nature of the Fund by requiring the President to establish an advisory committee
of representatives of the principal U.S. Government agencies concerned and, as
in the case of the surplus agricultural commodity program under P.L. 480, the
interagency committee should be the principal policy forum. The designation of
the operational entity is left to the discretion of the President, subject to the
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dialogue between the Executive Branch and the Congress obviously contem-
plated by the legislative postponement of the effective start of Fund operations
until July 1, 1974, and the requirement for the President to submit a detailed
implementation plan to the Congress by April 15,1974.

Certain criteria can be suggested for consideration in developing the detailed
implementation plan. These include:

(a) To best reflect the varied purposes sought to be advanced by the Fund,
if the implementation agency is an institution with an essentially export-oriented
background such as Commerce or Ex-Im, then the chairmanship of the advisory
committee should be an agency which better reflects other U.S. interests as well,
such as the Department of State. Conversely, if the implementation agency has
had more of a development orientation, such as A.I.D., the chairmanship might
be In an agency such as Commerce, reflecting the major export interest.

(b) There is much to be said for not creating still another implementation
agency to operate in countries where existing U.S. agencies, notably Ex-Im and
A, .D., already operate. Not only would the creation of a new agency result in
further overhead costs (either existing agency would require very little addi-
tional personnel) and confusion to businessmen and foreign governments, but
it would not have the advantage of the wealth of experience available in the
personnel of the existing agencies.

(c) If the choice of the Impl]ementation agency is narrowed to Ex.Im and
A.T.D. (or its successor), each agency would have certain advantages over the
other. My own conclusions are that it would be reasonable to designate either,
with the agency so designated drawing on the expertise of the other through
the advisory committee momhanism and other means. The considerations include:

(1) Ex-in has more global experience in the export promotion field work-
ing directly with business. A.1.D. has more experience working in develop-
ment and with the governments of the poorest countries, as well as extensive
experience In financing F.S. commodities on both a loan and grant basis.
For the reasons of avoiding windfall profits to business and problems with
GATT and the Berne Convention, the bulk of the Fund's commitments prob-
ably should be made on a government-to-government basis as are the com-
mitments of other Industrial countries which have been Increasing their
exports to the poorest countries In recent years.

(11) Ex-lm currently does more financing than A.T.D. with countries in
the over $200 per capita income category, and while A.T.D. works in all
these countries too, there world be many benefits from a close working
relationship between the Fund and Ex-Ini in those countries. A..D., how-
evir, does much more buines Iiohan does Ex-Tm in countries in the under
$200 per capita Income category that is to be the primary target of the
Fund. With respect to the latter category of countries, In FY 1072 A.I.D.
financed six times as much F.S. goods and services as Ex-Im, including a
considernbly larger fitromt on credit terms than Ex-Tm. This pattern will
continue in FY 1974 and FY 1975 since at least 50 percent of the A.T.D.
funds mvst be spent on a loan ba.is, and Ex-Im will do relatively little bust.
ness with those governments-such as Pakistan, India, and Ceylon-which
have limited short-term repayment capacity.

(i1) Ex-Tm conveys more of the image of the new export emphasis;
A.T.D. has the more traditional development image. The export image is
probably better with U.S. business and the public: the development Image
is probably better for the T.,S. Government and business working with the
poorest countries, and to avoid European and Japanese charges of unfair
competition.

Finally, Mr. Chairman. T would like to express again my enthusiastic support
for the Congressional initiative represented by the Humphrey/Alken bill, of
which the Fund is such an important part. These proposals are a major Improve-
ment in substance over present legislation; they warant and are attracting the
support of Important segments of the U.S. public. They should do much, to use
the words of Senator Humphrey in introducing the bill, ". .. to get America
back on a true course In our relations with developing countries,"
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ANNEX A

TABLE I.-U.S. FOREIGN TRADE

With the
European With With
economic the less Canada

community developed and other
and Japan countries countries Total

U.S. exports:

1962 .............................. 7.5 8.3 5.2 -

1967 .............................. 10.7 11.0 9.3 1
1972 ................................... 16.8 16.3 16.1 49.2

U.S. imports.
1958, .................................. 3.3 6.1 4.0 13.4
1962 .................................. 5.0 6.3 5.2 16.
1967 ................................... 9.5 8.2 9.2 9
1972 ................................... 21.6 15.3 18.7 1

U.S. balance of trade:
1958 ................................... 1.6 2.0 -. 6 3.0
1962 ................................... 2.5 2.0 0 4,5
1967 ................................... 1.2 2.8 1 4.1
1972 ................................... -4.8 1.0 -2.6 -64

Source: The Annual Report of the Council on International Economic Policy, the White House.

TABLE 1.-UNITED STATES SHARE OF THE MARKET IN 11 OF THE POOREST DEVELOPING COUNTRIES

Total country Imports from United States Imports from other donors I
Imports Percent of Percent of

(millions) Millions share Millions share

1966 ....................... $6, 400 $1, 672 26.1 $2,856 44.6
1967 ....................... 6,212 1725 27.8 2,770 44.6
1968 ....................... 6,115 1,241 20.3 2,716 44.4
1969 ....................... 6,194 1, 165 18.8 2,978 48.1
1970 ....................... 6, 851 I1 576 23.0 3. 376 49.3
1971 ....................... 7,655 1,501 19.6 4, 048 52.9
1972 ....................... $7,650 1,192 15.6 4,311 56. 4

1 India, Pakistan, Bangladesh, Indonesia, Sri Lanka, Nigeria, Tanzania, Zaire, Ethiopia, Bolivia, and Haiti, together
comprising 89 percent of the population of the non-Communist countries with per capita GNP below $200,

SWestern Europe, United Kingdom, Canada, and Japan.
s Estimate.
Sources: IMF, "Direction of Trade," 1966-70, and April 1973.

TABLE Ill.-CONTEXT OF U.S. EXPORTS

Countries Rich Emergent Poor Poorest

NP pr capital, 1970........................... +V 000 $1,000-M M4200 $200
Total population (millions) I ...................... 813.5 182.6 5364 11, 9.2

Of which Communist......................... (317.7) (31. 0) (1. 3) (871.1)
1970 GNP billion) a ............... $1,706.7 $134.5 $156. 39.3

Of which Communist .......... . (572.7) 26.7) ) (128.7)
1972 U.S. exports (billions) : .......................... $35. 2($29.4) $6.1(55.2 $7. 0(6.) 1

As percent of importer GNP a ..................... 3.0 5.6 4.6 1.4
As percent of Importer trade a 4 ................... " 16.2 25.2 25.6 14.8

U.S. Government, fiscal year 1972 commitments (billions). $1.9 $0.9 $3.2 1.3
As percent of calendar year 1972 U.S. exports A ......... 5. 5 14.2 46.0 1.8
Sources of .mmitments:

Eximlbank loans and medium-term guarantees ...... 1,840 776 1,840 16
AID (including technical assistance) ............... 50 50 905 696
fabli Law 4 ................................. 55 46 490 524

A IIlRO Atlas.
9 1971 U.S. exports In brackets.a Excluding Communist countries.

Excluding areas not covered by IMF statistics.
O U.S. Government commitments in fiscal year 1972 were only partially disbursed during calendar year 1972, but this

table serves as a crude Indicator of the degree of relationship between U.S. Government financing comnlItments an
U.S. experts. The percentage figure is somewhat overstated since actual disbursements for exports will be less because
these commitment figures Include technical services, and actual disbursements frequently fall some degree below the
commitment amounts.

Nete.-U.S. exports to the lowest income countries depend heavily on U.S. Government financing. Most of that financing
s through Public law 480 and AID; very little is by the Export.import Bank. However, the latter Is the largest fnanct o
exports to countries in each of the 3 income groups above the lowest.
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TAWA IV.-Xn-OfS, AID AND PRIVAT FLOWS TO LDO's-TI U.S. AND OT1111
INDUSTRY AL COUNrUSM COMPAXM

U.S. exports to less developed countries have expanded during recent years-
by 82.4 percent from 1907 to 1971,* (but as shown in Table 11, in 1972 they lost
ground in the poorest countries). But other industrial country exports to LDOs
grew faster during the same period.'

Peroent

United Kingdom ----------------------------------------- 51 4
France ------------------------------------------------- 60. (1
Germany ----------------------------------------------- 6.0
Canada ------------------------------------------------------- 64.1
Japan ------------------------------------------------------- 1. 4

U.S. official and private resource flows to LDC's increased during the same
period by 22.1 percent."

But other industrial country aid and investment Increased far faster.'
Percent

United Kingdom ----------------------------------------------- 97.6
France ------------------------------------------------- 22.0
Germany .-----------------------------------------------62
Canada ------------------------------------------------ 1711 9
Japan ------------------------------------------------- 168.4

Total DAC other than United States ------------------------- 9.2

TABLE V.--COMPARISON OF RESOURCE FLOWS TO DEVELOPING COUNTRIES WITH EXPORTS TO THEM

U.S. fiscal year
1971 economic Average 1969-71

aid commit- economic aI
mantsa#$ receipts from all

percent of countries a
,, e ar per~g197111IS. I 7

exports to I Imports bye

Countries with GNP/capital below $200 per year:
India .................................................................. 71 32
Pakistan ............................................................... 57 3?
Indonesia .............................................................. 68
Cameroon ........................................................... 14
Ethiopia .......................................................... 2
Guinea .................................................. . 11Kenya .......................................... 32Nigeria ............................................................ .. 16

Ceuntdieswith GN P/capita of $499$200per year:................

Jordan .................................................. 21
Korea ..... ...... ....................................... 36Ghana .................................................. 37
IvoryCas ................................................... 37Algeria......................................... .... " "16

Brazil ................................................................ 1IZambyia........................................... 10
TaIn....................... ................:::::::::::::::.......1MaeeIa....................................1Niaaua.....................................20::::::::::::::::::::

A AID "U.S. Overseas Loans and Grants" and Department of Commerce "HIghlIghts of Exports and Impout."
I OECD DAC Chairman's Report for 1972 table 23.

2 IMF Direction of Trade, October 1972.
9 OECD, 1972 Review, by Chairman of the DAC, "Development Cooperation."
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TABLE VI.-U.S. EXPORTS AND GOVERNMENT FINANCING TO DEVELOPING COUNTRIES

Export. Public
Import AID lw-
autho author- autr

Izd Izad lied jPpor
Popular. fiscal fiscal faal! emedy r

GNP (per tion GNP year 1972 year 1972 year 192 Total y a1
capital) (millions) (billions) (million) (million) (million) (million) emlIon)

Burundi ............
Rwanda .........
upper Volta..... ........
Somali .....................
Mall ................
Malawi .............
Niger ......................
Chad...................
Alhanlstan ................E opie .................
Zaire ...............
Nepal ......................
Burma .....................
Indonesia ..................
Bangladesh .................
Dahomey .............
Lesotho .............
Tanzania ...................
Yemen .............
North Vietnam ........
India ......................
Haiti ..................
Sri Lanka ...........
Botswana ..................
Pakistan ............
Laos ..............Gamble .... ................
Guinea .................
Nigeria ..............
rdon ..................

ambodia ..................
Sierra Leone ................
Uganda ...........; .....
Central African Republic .....
Mauritania..........
Togo ............. ..
Kenya .........
China (Peoples Republic of

China)...................
Malaasy Republic ..........
iyla .....................

r~ameroon ..................
Swaziland ..................
Thailand ...................
South Vietnam ..............

Morocco .............
Senegal .............
Liberia .................
Mauritlus ............
Jordan .............
South Korea ..........
Tunisia ....................
Paraguay ...........
Rhodesia ...........
Honduras ..................
Equador ...................
Syria ......................Algeria ....................
Congo (Brazzavllle) ........ElSalvador .............
Turkey ............
Ghana .....................
Ivory Coast ..... ...........of o ...................

Noth Korea .............
Colombia. ... .......
Dominican Repuibic.
Guatemala ...........
Oyana .............
Iran..............
Miala ...... ......Taiwan...............
Zamia ...............

$60 3.5
60 3.6
60 6.4
70 2.8
70 5.0
80 4.4
80 4.0
80 3.6
80 14.3
80 24.6
80 18.8
80 11.1
80 27.6
80 115.6
80 70.2
90 2.7
90 .9
100 13.3
100 7.0
100 21.2
110 538.1
110 4.9
110 12.5
110 .6
120 60.0
120 3.0
120 .4
120 4.0
120 55.1
120 15.7
130 7.5
130 2.6
130 9.8
140 1.6
140 1.2
140 2.0
150 11.3

160 836.0
170 7.3
180 4.9
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180 .4
200 36.2
200 18.3
210 33.3
210 36.9
230 15.5
230 3.9
240 1.5
240 .8
250 2.3
250 31.8
250 5.1
260 2.4
280 5.3
280 2.5
290 6.1
290 6.1
300 14.3
300 .9
300 3.5
310 35.2
310 8.6
310 4.9
320 9.7
330 13.9
340 21.6
350 4.1
360 5.2
370 .7
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380 10.9
390 14.0
400 4.1
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TABLE VI.-EXPORTS AND GOVERNMENT FINANCING TO DEVELOPING COUNTRIES--ContlnUd

Export- PublicImpr AID Lw41

u r author. author- U.S.
ized ized Izod exports

Populs- fiscal fiscal fis calendar
GNP (per tion GNP year 1972 year 1972 year 1972 Total year 1972

Country capital) (millions) (billions) (million) (million) (million) (million) (million)

Brazil .................... 420 97.8 38.5 563.6 13.9 5.7 '583.2 1,242.9
Nicaragua ............... 430 2. 0 .9 4.8 2. 1.7 9.0 74.5
Yaudl Arabia ............. 440 7. 4 3.2 16.2 ............... .162 314.2
er. .................. 45 13.6 6.1 43.0 31.8 i . 1 85.9 292.3

Mog .................. 460 1.3 .6 ........................................ (0

I A separateagure for exports to Bangladesh Is not available. It Is included In the $183,000,000 for Pakistan.

SLess than 10.000,000,000.

Table VII.-FINANCIAL FLOWS UNDER THE EXPORT DEVELOPMENT CREDIT FUND

[ir, millions of Dollarsl

Repay-
ments
on AID

Payments by EDCF on $2,700,- Payments to EDCF by LDC's on Subsidy loans
000,000In loans ($3 000,000,. $2,700,000,000 In loans over needed made Balance
000 less 10 percent reserve) 3 year period (-$770,000,. (col. 2 as of (Cl. S
over W3jyear period (-.$770,- 000/year) at 3 percent with minus Dec. 31, minus
OOO00 year) at 7 percent 5.year grace period ocl. 3) 1972 col. 4)

Year with 5-year grace period _ _

Principal Interest Total Principal Interest Total

2 3 4 5 6

1974 ......... 54 4 23 23 31 32 2
1971 ......... 108 - 1 46 46 371 0

( 162 162 69 69 93 417 324
4'77: ..... 189 189 81 81 108 451 44

f 87 21: 80 111 107 ::; 414
5 . 1978.::::: 189 189 ' 81 81 108 492 385
.1979 ......... 11 28s 1 0 2 1

1980 ......... 62 182 44 62 78 140 104 534 430
8. 191 ........ 6 93 179 2 3 75 168 101 57
9.1982 ......... 108 168 276 tol 72 180 96 61 1

1?. 1983......... 108 153 269 1o 69 177 92 582 4
11.108 153 261 108 66 174 87 534
11985....... 108 146 254 108 62 170 84 522
1: 1986 ......... 108 138 246 108 69 167 79 513

1987 ......... 108 131 239 108 56 164 75 501 4
15:1988 ......... 108 123 231 108 53 161 70 493
16 1989......... 108 116 224 108 50 158 66 486 4
17:1990 ......... 108 108 216 108 46 154 62 4 41

1991 .......... 08 100 208 108 43 151 57 477 420
1.2 ......... 108 93 201 108 40 148 53 473 420

20:199 ......... 108 85 193 108 37 145 48 468 418
21 .194......... 108 78 186 108 33 141 45 457 12

221995.... - 108 70 178 108 30 138 40 451 41
23.1996 ......... 108 63 171 108 27 135 36 440 40
24:1997 ......... 108 55 163 108 24 132 31 435 40
25. 1998 ......... 108 47 156 108 20 128 28 3"9 371
26.1999......... 108 40 148 108 17 125 23 39 367
27.2000 ......... 108 32 140 108 14 122 18 383 365
2001 ......... 108 25 133 108 11 119 14 376 362

212002 ......... 108g 17 125 108 7 115 10 369 35
30.2003 ......... 108 10 118 108 4 112 6 35 34
1.2004......... 77 4 81 77 2 79 2 322 320

8220..... 46 1 47 46 0 46 1
320......... 15s 0 15 15 0 15 0

$4.2007...........0 0 0 0 0 0 0 fl

IGrace period.
0 Not available.

Senator BinD. The hearing is adjourned and the committee will re-
owe until 9:15 tomorrow morning, when we 'will meet in executive
sesion,

[Whereupon, at 4:~56 p.m., the committee was adjourned, to recon-
vene at 9:15 a~m., Friday, September? ,1978.)
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INTERNATIONAL COUNCIL FOR EDUCATIONAL DEVELOPMENT,
OFFICE OF THE CHAIRMAN,

New-Fork, N.Y., August 16, 1978.
RUSSELL B. LoNe,
Chairman, Committee on Finance, U.S. Senate, Dirksen Senate Office Building;

Washington, D.C.
My DEAR SENATOR: In June of this year the members of two Presidential

Advisory Committees on Foreign Assistance Programs met In Washington to
f'eview the status of the inter-connected set. of programs In which they have a
deep and continuing interest.

During two days of meetings we were briefed by members of the Executive
Branch and studied with great care the legislation that had been Initiated in the
House. As a result of the meetin , we prepared a report which, as one of the
co-chairmen of that meeting, I wish to officially present to you as part of the
hearings you pr6-posed to hold on September 6.

Specifically, I would like to draw your attention to our endorsement of the
propsed "Eiport Development Credit Fund," an Instrument important in
ISe , but also important as part of a larger strategy for our government.

I think I can say that those who endorsed this report are very greatly en-
couraged by the Congressional initiatives that put "muscle" in the U.S. position
precisely at a time when the rest of the world had become concerned that a
withdrawal of military power in Southeast Asia meant a general withdrawal of
U.S. interest in the poor peoples of the world.

I hope you will give our report a careful review because I can assure you It was
prepared with considerable care.

Sincerely yours, JAMES A. PERKINS.

Enclosure.

INTERNATIONAL COUNCIL FOR EDUCATIONAL DEVELOPMENT,
OFFICE OF THE CHAIRMAN,New York, N.Y., July £8, 1978.

President RICHARD M. NIXON,

The White House,
Washington, D.C.

MY DEAR MR. PRESIDEi-T: I enclose a report of Importance to your administra-
tion and to our country. This report involves an integrated set of recommenda-
tions with respect to the posture of the United States toward the poor countries.
I am told that this report, prepared by members of two Presidential Advisory
4Oommittees, reflects many if not all of-the views which you, members of you;
administration, and Congressional leaders have determined are proper components
of wise foreign policy.

We believe therefore that our report will be both useful and supportive.. We
trust you will give our recommendations your personal attention.

S Respectfully,Rp flJAMES A. PERKINS.

Enclosure.
(Press releasS, Wednesday, July 25, 1978]

MEMBERS OF FORMER ADVISORY GROUPS TO PRESIDENTS JOHNSON AND NIXON
PROPOSE STEPS To IMPROvE WORLD DEVELOPMENT

Bipartisan members of two former Presidential advisory groups on lforeigq_ aid
met informally in Washingtnn recently and expressed concern that international
cooperation is faltering on a subject increasingly vitAl to the well-being " t the
United States and to the health of our fragile planet-the developmentt of. the
low-income countries. After noting that just as the United Stateshas been rblq
to achieve imaginative breakthroughs in dealing with the Soviet Uiio 16t
China, It should be able to achieve similar advances in relationships *ith,t?
poor countries containing a majority of the earth's people, tle krop stre ed tha
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a fortunate "coincidence of circumstances offers the United States a unique"
opportunity to adopt. policies... which could go far toward restore _
the United States to proper partnership with others in the development effort.k

The group was composed of members of President Johnson's General Advisor,
Committee on Foreign Assistance Programs which was headed by James A.
Perkins, then President of Cornell University and now Chairman* of 'the Inter-
national Council for Educational Development, and' President Nixon's Task
Force on International Development chaired by Rudolph Peterson, then President
of the Bank of American and presently Director of the United Nations Develori.
ment Program. The two groups are the most recent Presidential commissions on
United States foreign aid programs.

The group proposed specific steps in the five following fields which, taken to-
gether, could change both the image and the reality of American cooperation-in
the development of the poor countrica on which it increasingly depends;

(1) Reform of U.S. bilaeral development assistance.-As indicated in the press
release following its meeting on June 26, the group unanimously endorsed an in.
novative bilateral development assistance program proposed in both Houses of
Congress and endorsed by the Administration. The bill would focus U.S. aid or
the problems of the poorest majority in low-income countries and would expaad
exports of U.S. goods needed by the lowest-income countries.

(2) Renewed b .S. support for mutlilateral development program.-The group
proposed that the United States should among other things, increase its contribu-
tions to the activities of the International Development Association, the soft
loan window of the World Bank the United Nations Development Program,-and
the Asian Development Bank. The United States should not be the laggaid among
the major industrial nations in supporting the growth of those institutions.

(3) Revised trade policie.-U.S. trade legislation shrld include tariff preferences
for manufactured goods from developing countries. Preferences have been legis-
lated by the European Community and Japan, and have been requested of
Congress by President Nixon in the Trade Reform Act of 1973. The latter also
should include a greatly improved program for assisting workers and firmsadversely affected by imports from abroad.

(4) Monetary reform to benefit low-income countries.-Without losing sight of
the primary need in the monetary field facing the United States-and all coun-
tries-to secure international arrangements that will make possible the continued
expansion of trade the U.S. should support the position taken by the poor coun-
tries that the Speil Drawing Rights issued by the International Monetary Fund
be distributed in a manner more equitable to the developing countries.

(5) Indochina reconstruction.-A durable peace in Southeast Asia will require
sizable reconstruction assistance for South Vietnam Cambodia, Laos, and, when,

.An compliance with the cease-fire agreement, North Vietnam, to be given in ways

that would start a new pattern of cooperation. While the prospects for 4 settlement
are being clarified and the details negotiated on the ground significant azouilta
of interim aid will be required for South Vietnam, Laos, and Cambodia.

The group pointed out that these steps could be taken without major budgetary
outlays additional to those already contemplated by the Administration. It added
that by taking action on the full range of these steps, the United States 0o,00M.
trigger actions that could not only significantly improve prospects for wld'
development, but could also promote the international cooperation needed by
all countries-rich and poor-as the world grows more Interdependent.''

Members of the two advisory groups who subscribed to the findings of the
group are listed below and their present positions are listed for puioses of
identification onlyT
Bell, David E., Vice President, Ford Foundation
Black, Eugene, American Express Company
Case, Josephine Young
Cooke, Terrence Cardinal
Curtis, Thomas B., Vice President and General Counsel, Encyclopedia Brit-

tannica
Foster, Luther H., President, Tuskegee Institute
Gookin R. Burt, President, H.J. Heinz Company
Gruenther, Alfred M., General, U.S. Army (Retired)
Haas, Walter A., Chairman and Chief Executive Officer, Levi Strauss
Harrar, J. George, Rockefeller Foundation
Hesburgh Theodore, President, University of Notre Dame
Hewitt, William A. Chairman, Deere and Co.
Hewlett, William K, President, Hewlett-Packard Co.
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Linowitz Sol, Coudert Brothers
Mason, Edward S., Professor Emeritus, Harvard University
Murphy, Franklin D., Chairman of the Board, Times-Mirror Co.
erkns, James A., Chief Executive Officer and Chairman of the Board, Inter-
national Council for Educational Development

Peterson Rudolph, Administrator, U.N. Development Program
Rockefeller, David Chairman of the Board, Chase Manhattan Bank
Wood, Robert J., g eneral, U.S. Army (Retired)

U.S. COOPERATION WITH THE DEVELOPING COUNTRIES IN THE MIr-1970's

(Recommeiations 6f-Members of the Peterson and Perkins Committees
Reassembled)

Sensing that development cooperation is in jeopardy today, we members of
the two most recent Presidential advisory committees on foreign assistance (the
Peterson and Perkins Committees) convened an informal meeting in Washington
on June-25-and 26 to review the situation and explore how we might be of assistance
to the President, the Congress, and the public generally. The group is composed
of members of President Johnson's General Advisory- Committee on Foreign
Assistance Programs, which was headed by James A. Perkins then President of
-Cornell University and- now Chairman of the International council for Educa-
tional Development, and President Nixon's Task Forceon International Develop-
ment, chaired by Rudolph Peterson, then President of the Bank of America and
presently Director of the United Nations Development Program.

At the conclusion of our meeting on Juno 26 we indicated through a press
release- our approval of the innovative bilateral development assistance program
recently proposed in both Houses of Congress and endorsed by the Administra-
tion. Our general consensus on the broader sweep of issues with respect to the
-developing countries is set forth in the attached report. We came to two principal
.conclusions. First, that at a time when America's need for the cooperation and
resources of the developing countries is growing, the United States by its recent
actions has indicated less interest in then and their needs, a situation which
they sense increasingly. Second, a coincidence of circumstances offers the United
States a unique opportunity to adopt in the coming year a combination of policies
with respect to trade, monetary matters, investment, and development assistance
which could go far toward restoring the United States to proper partnership of
responsible leadership with others in the development effort from which it has
gradually, but clearly, withdrawn over the past decade. The additional direct
budgetary cost above that now contemplated by the Administration would be
modest.

Bell, David E.; Case, Josephine Young; Cooke, Terrenec Cardinal
.(represented by James Norris); Curtis, Thomas B.; Foster,
Luther H.; Haas, Walter A.; Hesburgh Theodore; Linewitz,
Sol; Mason, Edward S.; Perkins, James A1; Peterson, Rudolph;
Wood, Robert J.

The following members of the Perkins and Peterson Committees were not
able to be present at the meeting in Washington but wish to associate themselves
with the general thrust of the recommendations:

BLACK, EUGENE,
GooKIN, R. BURT,
GRUENTIIER, ALFRED M.,
IIARRAR, J. GEORGE,
HEwITT, WILLIAM A
HEWLETT, WILLIAM R.,
MNIURPHY, FRANKLIN D.,
ROCKEFELLER, DAVID.

DEVELOPMENT COOPERATION IN THE MID-1970's

THE NEW ERA

While the United States has dramatically improved its relations with China and
the U.S.S.R. since the report to President Nixon of his Task Force on International
Development in 1970, no such progress has marked its relationships with Asia,
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Afrlca and Latin America. Yet many of this country's most pressing natloasi

problems can be solved only through cooperation with other countrie4-rich nid
poor. Secretary Brezhnev's visit may servo to remind u that a nation ablo to
achieve imaginative breakthroughs in dealing with the Soviett Union and aChln
should be able to achieve similar advances in relationships with-the poor canntr l'
of the world containing-a majority of the earth's people.

The welcome winding down of the cold war has removed a major argument
accepted by many for development cooperation. New arguments for cooperation
relevant to the changed circumstances of the 1970s have not yet been widely
accepted. In large part as a consequence, the United States bilateral assistance
effort has declined significantly. The United States alone among the major in.;
dustrial nations resists a major expansion of multilateral aid and now iniposes
substantially more barriers to the manufactured products of the poor countries
than to those of the more advanced. Once a world leader in helping the poor
countries it now ranks twelfth in the share of national wealth devoted to this
purposer.-

During this same period of preoccupation with Vietnam and with successfully
building bridges to China and the Soviet Union, the position of the United States
in the world has changed. New problems and opportunities are beginning to
emerge: the improvement in our environment, a successful attack on inflation,
the conservation of resources, the expansion of trade, the resolution of the energy
shortage-all require cooperative solutions in both rich and poor countries. 4ii
certain areas the resources and cooperation of low income countries may be
decisive. The United States is neither so rich nor so powerful that it can put aside-
the friendship of any country. And friendships are made before they are needed,
We may well find that collaboration in economic and social matters may provide
the sense of international community that could increase the prospects for a
peaceful world.

NEXT STEP IN DEVELOPMENT COOPERATION

Since 1970 it has become clear that the unprecedented economic growth achieved
by the developing countries over the past decade is not sufficient to meet the
minimum needs of their population as a whole. At the same time it is becoming
apparent that jobs, health services and education need to be broadly availableto
lower income groups. These services could also contribute to the growth of motiva-
tion for maintaining smaller families and this, in association with stepped-up
family planning programs, .could lead to population stabilization.

Despite growing awareness of interdependence with the developing world, the
United States finds itself today in a posture of increasing aloofness vis-a-vis the
development problems of the poor countries. This trend can be reversed, and
possibly dramatically so. A turnaround would not require massive budgetary
expenditures above those now contemplated by the Administration, but would
require a conscious and comprehensive effort by the United States-to take the
needs of the low-income countries into account in its nationa! decision making.
In a number of areas in which decisions are imminent, the United States is already
on record in favor of proposals that offer some measure of support for develop-
ment, although in several areas the U.S. position clearly falls short of being respon-
sive to the level of cooperation required. Building on what it is already doing or
on proposals for which it has already voiced some support, the United States can
take a number of modest additional steps which would collectively make a'signif-
cant contribution to ensuring constructive development within these countries
as well as in our relations with them.
1. U.S. bilateral development assistance

We unanimously support the Administration-endorsed Congressional initiative
of the past month to restructure and expand bilateral mechanisms for working with
the poor countries. It provides a welcome and unique opportunity to achieve
objectives set forth in our adv isory reports to Presidents Johnson and Nixon and,
most recently, in President Nixon's State of the World Message on May 3.

The proposed legislation would redirect U.S. bilateral aid so that it is focused on
the problems of the poor majority in the developing countries and on enabling
them to participate more effectively in the development process. It would authorize
funding aimed primarily at rural development and food production, population
and health, and education and human resource development. It reduces the prior,*
ity under bilateral development aid for large-scale capital trasfers.Jor InfrA-r
structure and large industrial plants, and supports and gives legislative formnto
the problem-solving approach that the United States has pioneered in areas such as
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disease control, food grain production, and population planning, In these respects14
it is a legislative emlbodiment of a profound shift which has recently taken place
in the methods considered most likely to produce the greatest development
benefits in the poor countries.-

It should be clearly understood that a shift in emphasis toward social and
economic problems brings development assistance in direct touchwith sensltivq
internal affairs that require sensitive handllngand long-run attention. We firmly
support the government's new priorities which will require patience and under-
standing by all parties concerned. It should also be clearly understood that new
emphasis on technical assistance for hgh-priority problems does not invalidate
the Importance of the development of infrastructure that is always a necessary
part of any Internal development. It is our view that U.S. bilateral assistance
should give higher priority to technical assistance, leaving the international and
regional agencies and banks to give the highest priority to capital transfers for
internal development. We are aware of, but we did not examine, the need for a
hard look at the administrative arrangements and structures, national, regional
and international that are necessary to carry out this new posture and policies.

The second main feature of the new legislation, the proposed United States
Export Development Credit Fund, is designed to increase the flow of American
goods and services of a developmental character by close to $1 billion annually,
and on confessional terms which the poorest countries can afford. It would Impose
relatively little additional burden on the United States' budget, being funded
primarily through public borrowings, with reflows from prior aid loans which are
now earmarked primarily for reloaning to developing countries being used to
cover the interest subsidy. This proposaIfor linking American productive capacity
with the more than one billion people in the poorest countries could benefit both
the United States and the purchasing countries through confessional sales of
industrial goods In much the same way that the Food for Peace Program (P.L. 480)
has done and continues to do for agricultural commodities, and the Export-
Import Bank does for American industrial exports to the more advanced develop-
ing countries.
S. Multilateral development assistance

The United States should resume its traditional role of supporting the expansion
of international institutions in the development field as rapidly as it can. Given
the willingness of other countries to do their fair share, this could be achieved at
a modest additional cost.

For the past four years, the U.S. contribution to the United Nations Develop-
ment Program has stabilized at about $86 million a year. In the meantime during
these four years the contributions of our European and Canadian friends have
gone up 52 percent. A U.S. contribution in the order of say, $110 million next
year would be acclaimed as a sign of renewed U.S. confidence in the work of the
UNDP.

Most industrial countries are supporting an expansion of the IDA to about
$1.6 billion a year. The United States has been supporting a much lower figure,
closer to $1.2 billion, as well as a reduction of the U.S. share from 40% to one-third.
It is Important that the United States support the same $1.6 billion figure that
has been agreed to by the other developed countries. The current insistence of
the United States on reducing its share to one-third would generally be regarded
by most developing countries as a matter between the United States and the
other industrial countries. .

A special effort should be made to secure Congressional appropriation of the
initial U.S. contribution of $100 million for the soft loan window of the Asian
Development Bank-a contribution to be made over three years which the Con-
gress has already authorized. This failure to honor a United States undertaking
in the development field is not only impairing the U.S. image generally but is
seriously weakening the capacity of the Asian Development Bank to play its
proper leadership role in Southeast Asia in the post-Vietnam war era.

Finally, the United States should make at least a modest contribution, say
$30 million over a three-year period, to the comparable fund of the African Devel-
opment Bank. The amount Is not large but would be evidence of our-willingness
to join in cooperative efforts in which African nations have taken the lead.

S. Trade
The Congress should enact the preferences provisions for manufactured oda

from developing countries, perhaps in strengthened form, which Presideft izon
has requested from the Congress under the Trade Reform Act of 1973, It should
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also enact a greatly strengthened program for assisting those workers and firme
adversely affected by increased trade between the developing countries and th
United States. Preferences have taken on a symbolic value for the developing
countries far beyond their impact on trade, and adjustment assistance is i,,
dispensable If the preferences and the trade system generally are to meet the
needs of poorer countries to earn their own way.. ... .

The greatest need of the low-income countries is for rapidly expanding trade
with the industrial nations, and U.S. trade, aid, investment, and monetary policies
should reflect this priority. Excluding major oil exporters, developing countries
have increased their exports from approximately $23 billion in 1960 to $47 billion
in 1970, but needto increase exports at a more rapid rate in the 1970s--especially
manufacturers, which need to increase from some $7 billion in 1970 to an estimated
$30 billion in 1980, with United States importing 40 per cent or more. If the
Congress enacts the legislation as suggested above, 'the United States will be
able to refer not only to its expanded trade with developing countries, but also
to the fact that it currently imports nearly half of developing country manu-
factures, compared with roughly half that amount taken by the Europeans
(even though their GNP is more than two-thirds that of the United States),

4. Monetary
In the international monetary field the major need facing the United States-

and all countries-has been to secure with other countries international arrange-
ments that will make continued expansion of trade possible. It is highly desirable,
however, to solve this problem In a way that will meet the urgent needs of others
and those of the United States simultaneously. It should be possible to meet U.S.
needs and at the same time distribute Special Drawing Rights (SDRs) of the
International Monetary Fund in a way that will benefit developing countries more.
The poor countries have assigned an importance to the redistribution of SDRs
that is now second only to their insistence on trade preferences. The cost would
be modest, and the United States would gain both from Increased exports to the
poor countries and from a better working of the world monetary system. $DR
reallocation, like trade preferences, offers the United States, as well as other
developed countries, a way of responding to strongly felt needs of the LDCs
without assuming a significant burden on its own economy.

5. Indochina reconstruction
While we recognize the existing uncertainties, economic assistance for all

Indochina countries is clearly indispensable if there is to be a successful imple-
mentation of the Indochina settlement. Over the next several years sizable
reconstruction assistance will be required for South Vietnam, Cambodia, Laos
and, most probably, North Vietnam. In addition significant amounts of interim
aid will be required for South Vietnam, Laos, and Cambodia while the prospects
for a settlement are clarified and the details negotiated.

Furthermore, a unique aspect of Indochina today is that all major powers-
United States, the Soviet Union, China, Japan, and the European Community-
have a common interest in removing the threat of prolonged turmoil in Indochina,
which would interfere with their more important interests elsewhere. Were all the
major powers to undertake, by 1975 a major cooperative effort over many years
to rehabilitate Indochina, this could mark not only a closing phase of the cold
war, but a starting point for a new pattern of cooperation.

Inproviding assistance, the United States should seek to do so in ways that
would provide aid to all countries in the region and that would involve to the
maximum degree possible, the participation of other countries and of regional and
international financial institutions. This course would not only reduce the financial
burden on the United States and increase the aid available to the Indochina
countries, but also serve to reassure those Americans who fear that largeoale
Indochina resonstruction aid could reinvolve the United States militarily in
Indochina.

The greatest possible use should be made of international organizations in
providing relief and humanitarian assistance in the near future, and of multi-
lateral consortiums involving the active participation of the Asian Development
Bank and the World Bank. The United States also should actively support and
encourage regional institutions, ranging from the Mekong Committee to the
Asian Development Bank, to reduce the prospects of further Balkan-type con-
flicts between the countries in the region. Finally, a special effort should be made
to set up the machinery by which China, the Soviet Union, the United States,
Japan, and possibly Europe, can be at least loosely associated in Indohina
reconstruction, even though their assistance priorities Will undoubtedly differ.
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NO SIGNIFICANT BUDGETARY COMPETITION WITH DOMESTIC PRIORITIES,

The increased direct budgetary cost in FY 1975 of such a comprehensive
package of initiatives would be less than $160 million above the total already,
contemplated by the Administration. As noted earlier, the Congressional initiative
in restructuring bilateral development aid and adding the Export Development
Credit Fund is within the Administration's present budgetary allocation. The
additional budgetary cost would consist essentially of some funds for the UNDP,
a modest amount for participation in the African development Fund and, assum-
ing a reduction of the U.S. share to one-third, approximately $125 million for an
expanded IDA replenishment at the level being urged by the other industrialized
nations. The competition with domestic budgetary needs is not only very nominal
but the additional outlays should be recouped through the improved cooperation
this comprehensive approach should generate on many pressing national problems
which require international solutions.

CONCLUSION

The United States has a special opportunity now to inspire a new dimension of
international cooperation on the problems of developing countries. At a time when
the cooperation of the low-income countries is increasingly required to help solve
problems of vital concern to the well-being of-the United States and of the world
generally, a U.S. initiative to help the poor countries with their problems would be
a highly appropriate follow-up to the recent progress in ending the cold war era and
current initiatives with regard to Europe and Japan.

We should emphasize that for this initiative to have the desired impact, the
elements described above should be seen as comprising a whole that is greater than
the sum of the parts. The success of the Congressional proposals for restructuring
bilateral development aid and establishing an Export Development Credit Fund
would mean not only a far more effective program overseas at virtually no addi-
tional direct budgetary cost, but should also provide a new base of Congressional
and public support for cooperative programs. Expanded soft loan financing for.
IDA and the Asian Development Bank by the United Statvs would enable them
to mobilize far more resources from others and would increase their capacity to
make the effective financial and leadership contribution to the international
reconstruction effort needed for Indochina peace. Because of the symbolic impor-
tance attached by the developing countries to preferences and to a revised formula
for allocating SDRs, some responsiveness on these fronts will be required for an
effective package but would also allow the United States to demonstrate Its con-
cern for the strongly felt needs of low-income countries. To omit any 6he of these
elements would significantly reduce the effect of the whole, both in terms of impact
on the developing countries and on the ability to achieve adequate supporting
consensus in the United States.

STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

The National Association of Manufacturers, a voluntary, non-profit association
of American business, large and small, located in every state and representing the
producers of over seventy-five percent of our nation's manufactured output,
welcomes this opportunity to present its views on the- Export Development
Credit Fund.

NAM believes this proposal represents a postive approach to one of the most
difficult problems in our foreign economic policy-How can the United States
assist the economic development process in less developed countries and partici-
pate commercially in it at the same time, without overburdening these countries'
debt-servicing structures beyond their expected ability to repay? Basically, this
query reflects the manufacturers disposition toward supporting the "trade not
aid" slogan. In this regard the "Fund" concept recognizes two trends of major

sigifianc fo US. xpoter () te gowig mportance of government -backed
finncig pogrms or rojctsandcaptalgoos sales within developing country
maretsandtheresltig sver copettio btween exporters to offer the most
favoabl fiancig pckaes nd () gowlg ability of developing nations to
repy teirdebs a stndad cmmecia raescoupled with their need for the
greaer apial ~ios epors ncesaryforindstrial growth.

The United State has long recognIze the existence of a balance between Ideals
and self-interest in developmental assistance to the lesser developed nations.
However, earlier V.S. efforts in foreign aid did not meet the expectations the

20-954-73---12
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programs created. In this context cutbacks in aid programs which occurred were
not surprising. On the other hand many businessmen are concerned, looking at the

grities between the economic growth rates and per capita income of
fndus tralized states and the developing countries. We believe new efforts must be

launched to close this potentially explosive divergence while Increasing, 0
developing nation's understanding and adaptation of the competitive enterpise
system. EXPORT DEVELOPMENT CREDIT PURD (NDC?)

The approach has the potential to yield solid benefits to the U.S. economy as
well as recipient nations. Contemplated low interest rate loans, insulated from the
fluctuations of the domestic capital markets, would provide an important addi-
tional tool for U.S. exporters in these types of higher-risk markets.- The shortage
in recent-years of officially supported concessional financing with the phasing down
of the earlier Agency for International Development, has opened a vacuum par-
ticularly acute in the longer term, low interest rate credit deals. These generally
fall in a" gray zone" between commercial and concessional financing (although the
Export Expansion Facility was widely misinterpreted in the busineso-community
as a move In this direction) with limited resources and personnel. In addition with
a historically conservative approach to risk management, Eximbank is not anxious
to increase its exposure in such developing countries. The important exception
has been Eximbank-commercial bank joint-financing of power plants where the
Bank takes the longer maturities. However, these operations are not concessional.
The Bank's small loss ratio to loans made remains the best indicator of its ex-
tremely cautious approach in this area.

NAM believes that an effective EDCF, perhaps administered as a branch of
Eximbank and closely coordinated with the National Advisory Council on In-
ternational Monetary and Financial Problems would add an important dimension
to the U.S. export program. This would be timely, recognizing the im ortant price
adjustments achieved through currency realignment (as opposed to the financing
package aspect of total cost) and the growing export competition in fast-growing
markets of the developing world. The EDCF program could provide additional
stimulus for export with an accompanying multiplier effect on American jobs, It
could also lead to increa ed export demands from developing economies by pro-
moting higher consumption of U.S. goods-with ongoing business in supplemen.-
tary or replacement parts. --

Recent analysis of international financing issues reflects a steady proliferation of
concessionary financing programs among major economic competitors abroad,
aimed at the developing markets. At the same time there is little question that the
U.S. has fallen off the paco in development of these markets. Preferred financing
schemes offered by Japan, Germany, Italy and others are important, amid a host
of factors, for this U.S. slippage. Japan in particular has led the way with well
outfitted government-supported export programs which permit the Japanese man-
ufacturer to penetrate the new market. Often the Japanese view preferred financ-
ing for such markets as needed loss-leader aspects of doing business. Subsequently
their salesmen will return with the customer satisfied to bargain on harder terms.

The preferential trading arrangements and financing programs of the European
Communities, aimed at their members' former colonial territories, also serve to
bias developing countries away from the U.S. toward Western European products.

NAM believes it imperative that the U.S. Government move swiftly to halt
further erosion of U.S. competitiveness in these developing markets. In the after-
math of successive devaluations it will be necessary to program imaginatively,

-both to awaken latent export potential, as well as stimulate existing export op-
erations. NAM would encourage the Senate Finance Committee to give careful
consideration to the administration of the EDCF and how It will be financed.
Recognizing the important interrelationship any such program would have with
International lending institutions (particularly the International Bank for Re-
construction and Development) we would encourage early coordination of the
concept through the existing NAC for International Monetary and Financial
Problems and these bodies in order to obtain their considered viewpoints.
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GEORGETOWN UNIVERSITY
Washington, D.Q, Augus. 09, 1973.-Hen. RUSSELL B. LONG, ..

Hon. WALLACE F. BENNUTT,
U.S. Senate,
Washington D.C.

DEAR SENATOR LONG and SENATOR BENNETT: On behalf of Georgetown
University I would like to offer support of the concept in the Senate Economic
Foreign Aid Bill S. 2335 by Senator Humphrey to the effect that low interest
loans should be made available to especially needy nations and people.

Georgetown University is actively interested in the population planning pro-
visions in this bill because of the commitment of our School of Foreign Service
and our Population Center, as well as our relationships with universities in Brazil,
Mexico and Colombia.

I believe there is a natural nexus between the provision of cooperating with
developing nations in their assessment of population growth implications and the
offering of financial loans to the poor in these nations so that they may perceive
that it is within their grasp to better their individual and community lives and
the health and education of their children. To offer the opportunity of borrowing
money on conditions they could fulfill would be an excellent way to encourage
planning their family size so as to better their economic condition.

Since there are in excess of a billion people who are truly poor and whom our
country should influence for their good as well as our own, a program to lend
about $3 per person or $18 to $21 per family seems to be reasonable.

For the above reasons, the program in S. 2335 seems desirable, and even
necessary.

On behalf of Fr. Henle, President of Georgetown University, I wish to thank
you for your consideration of this matter.Sincerely, T. BYRON COLLINS, S.J.

NEW YORK, N.Y., August 22, 1973.
Hon. RussElL B. LONG,
Chairman, Committee on Finance, Dirksen Senate Office Building, Washington) D.C.

DEAR MR. CHAIRMAN: I regret that I am not able to appear personally before
the Senate Finance Committee to testify on the proposed United States Export
Development Credit Fund on September 6, 1973. However, in response to your
call for written comments I offer the following views.

I strongly favor the imaginative proposal for an Export Development Credit
Fund. For some time I have been concerned that the United States is falling be-
hind the Western European nations and Japan in exports to those developing
countries with relatively low per capita income. I have no doubt that U.S. ex-
porters are quite capable of improving their performance in this respect. How-
ever, they suffer from the disadvantage that they are unable to obtain financing on
terms that are competitive with those offered'by other industrialized countries.

-Some people may believe that the market we are talking about-that is the least
developed countries-is not worth pursuing. I believe that is a short-sighted view.
While it is true that U.S. exports to this market have not been large to date$ it is
important for us to plan for the future. I believe that this market will one day be
very important. Judging from their actions, other industrialized countries believe
the same thing and have adal)ted their policies to that belief. The proposed U.S.
Export Development Credit Fund gives the United States an opportunity to do
likewise.

I especially call to your attention the innovative proposal to finance the differ-
ence between the interest paid by the Fund and the interest that it will earn. By
using the repayments on old aid loans, the Fund can be financed by Public Debt
Authority on a perfectly viable and sound basis. When I was in the Department of
State in 1957, a proposal was made to Congress for Public Debt Authority to finance
the Development Loan Fund. It was approved by the Senate but was rejected on
the floor of the House.
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The DLF would have had a similar deficit between the interest that it earned
and the interest that it was required to pay on its borrowings. However, that deficit
would have had to be financed out of annual appropriations, whereas now it can
be financed by the use of repayments of former aid loans. This makes It practical
for us to create the Export Development Credit Fund and to finance it witlh public
debt authority.

In fact there is nothing basically new in this proposal inasmuch as we already
use borrowing authority and investment income to finance exports to Europe,
Japan and to the more developed low income countries at subsidized rates of in-
terest. The Export Development Credit Fund would do the very same thing for
the least developed countries. Of course in dealing with the least developed
countries the rates would have to be more concessional and consequently the deficit
would be greater. However, the alternative is to allow our competitors from Europe
and Japan to shut us out of this potentially important market. This would deprive
Americans of jobs and give them to our competitors in Europe and Japan.

Sincerely, DOUGLAS DILLON.

DAWSON, QUINN, RIDDELL, TAYLOR & DAvIs,
VASHINGTON "BUILDING,

Washington, D.C., August 19, 1978.
lion. RUSSELL B. LoNG,
Chairman, Committee on Finance, U.S. Senate, Dirksen Senate Office Building,

Washington, D.C.
1)EAR CHAIRMAN LONG: In compliance with the press release of the Committee

on Finance, dated August 9, 1073, which announced the scheduling of hearings,
on September 6, 1973, on the proposed United States Export Development Credit
Fund, we hereby submit the following written views for inclusion in the printed
record of the hearings.

We are Washington counsel for the West Indies Sugar Association which
includes the sugar p'roducing industries of Jamaica, Guyana, Trinidad-Tobago and
Barbados. The four countries participate as a group in the United States Sugar
Program. We also represent the sugar industry of Belize (formerly British Hon-
duras), which has a separate quota in the Sugar Act. In our capacity as counsel
to the above mentioned industries, we have appeared before your Committee on
several occasions during consideration of amendments to the Sugar Act.

By this submission we are taking the liberty of speaking on behalf of the
nations mentioned above, as well as the "lesser developed countries" of Antigua
St. Christopher/Nevis, Anguilla, Montserrat, Dominica Grenada, St. Lucia and
St. Vincent. Jamaica, Guyana, Trinidad-Tobago and Barbados are independent
nations having diplomatic relations with the United States. The foreign affairs
of the other countries are conducted by Great Britain.

On August 1, 1973, the Caribbean Common Market came Into being with the
four independent nations as charter members. The smaller countries have been
invited to join as of May 1, 1974, and it is expected they will do so. The new
arrangement replaces the Caribbean Free Trade Association (CARIFTA). The
Caribbean Common Market is a long-awaited intra-regional trade arrangement
having as its purposes economic integration, functional cooperation and foreign
policy coordination.

Because the Caribbean Common Market is in its inceptual stage it has not yet
been able to formulate specific policy objectives nor is it well enough administra-
tively organized to express itself before your honorable Committee on the very
important subject you will consider on September 6th. Hence, following tele-
phonic coordination with the respective Embassies, who have given us their
approbation to do so, we are submitting this statement for the benefit of a group
of countries with which we have considerable familiarity and in whose continued
development we are desirous of assisting.

The countries we have mentioned are located in a region of great strategic
importance to the United States. They are all underdeveloped and faced with
ever mounting unemployment. Because of American extractive and refining In-
dustries in several locations, and their proximity to the United States, they aie In
especially valuable market for American exports.

We heartily endorse the concept of the United States Eiport Development
Credit Fund aid believe It could be of substantial benefit to those actual and
potential exporters to the countries of the Caribbean Common Market and cer-
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tainly to the countries themselves. The launchin of the Common Market Is a
badly needed and bold venture, the fruits of which may'not be realized fot sombn
years to come. The four larger countries will be called upon to asist thd smaller
ones and the group will need all the help it can obtain from the "United States,
An Increased ability to purchase American goods and equipment could be of
-enormous assistance.

However one provision of the proposed Section 16 to the Foreign Assistance
Act of 1973 causes us concern, and we are certain would be troublesome to the
countries of the Caribbean Common Market. The new Section 809 defines, for

pu ssof the Act "lowest income countries" as those countries with per capital
natI'onal product of less than $375.00 a year. These are the countries described
as being most in need of concessional foreign exchange financing from the United
States or other international donors to finance goods and services on terms they
can reasonably afford. On pages 35 and 36 of the report of the Committee on
Foreign Relations on S. 2335 a list of "developing countries" is given with per
capita GNP's ranging from $60.00 to $460.00. On this list, of the nations of the #
Caribbean Common market, only Guyana is mentioned as having a per capita
GNP of $370.00. We submit that if the per capita national product of less than
$375.00 is used as a criterion for Export Development Credit Fund eligibility,
all but one of the major nations of the Caribbean Common Market would be
excluded. The per capita national products of Jamaica Trinidad-Tobago and
Barbados are artificially high, principally because of the presence of bauxite
extraction and oil refining industries. That the per capita GNP figures for these
countries are above $375.00 per annum does not change the fact they are under.
developed and poor.

We hope the Committee will give serious consideration to this point because
it may apply to other countries as well. For instance, we know that several
countries on the list have been recipients of large Export-Import Bank funded
loans, that probably could not be afforded by any of the nations within the
Caribbean Common" Market.

Also, we urge the Committee to give consideration to making Export Develop-
ment Credit Funds available to exporters who would be dealing with regional
investment corporations. For example, the Caribbean Common Market, as a
means of promoting the establishment of industries in its less developed members,
intends to set up the Caribbean Investment Corporation. Such an organization
would make a useful vehicle through which American exporters could work.

We thank you for the opportunity of submitting this statement and we hope
the Committee, in its deliberations, will bear in mind what we have presented.

Respectfully submitted.
Yours sincerely,

ARTHUR LEE QUINN.

STATEMENT or DR. N. R. DANIELIAN, PRFsIDENT INTERNATIONAL ECONOMIC
POLICY ASSOCIATION

Mr. Chairman, the International Economic Policy Association has long been
on record in our publications and in testimony before this and other Congressional
committees, in favor of providing foreign assistance in the form of U.S. goods and
services. For example, in our book The United States Balance of Payments: A
Reappraisal 1968, we stated that "International sharing of aid burdens could be
more easily arranged under a concept of aid in kind." Likewise, in our 1972 book;
The United States Balance of Payments: From Crisis to Controversy, -we recom
mended that "AlU foreign aid, bilateral and multilateral, should'be put on a 'zero
balance of payments' basis for the duration of the U.S. deficit emergency." And
before the Subcommittee on International Trade of this committee, in 1971, I
pointed out that "We are a debtor nation and no longer earn enough foreign e-
change to give away dollars--as opposed to goods and services."

As the Committee well knows, the balance of payments emergency is far from
over, despite occasional pieces of encouraging news on that front; and the United
States has far from recovered from its debtor position, with $91 billion in liquid
convertible, and nonliquid liabilities held abroad, in contrast to our meager $14.3
billion in reserve assets. Therefore, we have found it encouraging that the Congress
has chosen to deliberate upon a proposal for an Export DevelI'menk Credit
Fund, S. 2026, which would extend the principles of Export-Import Bank loans to
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development assistance-which, hopefully, would help further the cause of eo /
nomig development without harming the precarious U... balance of pa ntoe .We
therefore support the basic principle of S. 2026 which would tie ai credits to
domestic procurement and exports.

Because of our long-standing advocacy of such an aid device and our desire to .
facilitate the passage of the measure, we have a number of questions to raise before
this Committee, and hope that our input into your deliberations will lead to a more
effective bill.

First, are the means of financing set out for the Fund appropriate? As I under-
- stand it, the "President is authorized to borrow from whatever source he deems

appropriate, . . ., and to issue and sell such obligations as he deems necessary
to carry out the purposes of this part: Provided, that the aggregate amount of
such obligations outstanding at any one time shall not exceed one-fourth of the
amount specified in section 7 of the Export-Import Bank Act of 1945, as amended."
Section 7 of the Export-Import Bank Act authorizes $20 billion. Twenty-five
percent amounts to $5 billion. There are prospects that a request will be made to
increase the Export-Import Bank authorization to $30 billion. This would raise
the Export Credit Fund limit to $7.5 billion. This certainly is not. an insubstantial
amount. Yet I do not find a specification in the bill which indicates how rapidly
the Fund's operations may be expanded to this limit.

On the same issue, do we wish to create a new source of public debt, scarcely
controlled by the legislative process? Would it not be preferable for the Fund to be
annually or )iennially reviewed and authorized by the Congress, to some specified
level of operations for that period, and with full'benefit of regular Congressional
review of its efficacy and continued desirability?

Another question concerns the administration of the Fund. Should it not
clearly fall under one of the existing agencies, perhaps the Agency for Inter-
national Development (AID) or the Export-Import Bank (Eximbank), which
would have clear responsibility to insure coordination of the Fund's lending
activities with the development assistance -and export promotion lending active.
ties currently being carried on? The old problems of insuring "additionality" of
aid-financed'exports come to my mind. Do we not want to insure that the lending
of the new Fund does not displace export., on it regular commercial basis, or even
Eximbank-financed exports which could otherwise be made to the Fund bene-
ficiaries, on terms more advantageous to the United States from an immediate or
medium-range balance of 1)ayments standpoint?

Admittedly, the "lowest income countries" are not well equipped to purchase
massive amounts from us or from other industrial countries-but they do make
significant purchases, presumably not all financed by foreign assistance monies.

The Senate version of the Export Credit I)evelopment Fund has specified a
cutoff point for recipient countries of $375 per capita gross national product
(GNP) per annum as a qualification for Fund credits. Appendix I lists the relevant
countries, from a recent Al ) source: of course the currency realignments and
ongoing development activities have doubtlessly moved some of these countries,
such as Brazil, over the borderline. (Indeed, any further dips in the dollar's
international standing may move many more countries over that cutoff pint- -
especially those with currencies tied to West Europe and Japan-and possibly
leave the Fund with only a handful of recipients.)

Looking through the list of Appendix I, there are many countries which proba-
bly have a limited capability to absorb. the Fund's resources in a meaningful,
developmental way. While they certainly could easily absorb massive volumes :of
food, now in short supply in the United States, and even become dependent o iour
grain fields, some of the states plainly do not have the ability to plan, carry o-4t,
and succeed in productive development operations, using goods and services
provided by the Fund. This problem stems in part from the vastness of some
needy nation's populations, their extremely low levels of literacy, their rapidly
doubling populations (as listed in Appendix I). Do we really believe that the entire
proposed Fund, if channeled into only one country in the situation of, say-
Bangladesh, would make a sizeable dent, unless it is poured in year after year'at
the same rate? And we are not talking of just one needy large country to assist,
but of 97 in Appendix I, with an a gregated population of almost 2.5 billion living
at a group average per capita GNP of well under $375.

I am afraid that the Fund may not be an effective tool for development if these,
hard facts are not contemplated-and if an arbitrary GNP cutoff is imposed,
Appendix II lists some 50 countries which are definitely excluded (and of 66Murse
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as noted previously, the currency realignments of 1971 and 1973 will have excliued
even more countries). Some of the developing countries listed in Appendix It
are oil-rich, and do not need the Fund's assistance, although they may yet need
technical assistance from the United States and other industrial countries in,
properly utilizing the wealth they have gained. But others on that list have raised
themselves without the benefit of "black gold." Does it suit our purposes to cut
them off from this new resource, especially when they are at a development stage
where small sums from the Fund may prove not to be a "drop In the bucket,"
but rather seed money which sparks the development of new private-in-dustry,
a dynamic addition t-their growing infrastructure or helps them to achieve
agricultural development and self-sufficiency in a worlA of tightening food supplies?

I do not believe that the arbitrary $375 limit will serve the cause of development
well. Indeed, I feel that it may make much of the new Fund's lending aotivitie&
amount to humanitarian effort or a charity in the long run. At best, the effort is-
likely to be less productive than it could 1bc if all development projects were con-
sidered on their own merits, and the money piut where the main chance is, or-
where U.S. national interests are especially strong.

Despite these questions and suggestions, I am very much in favor of the-concept
of the )evelopment Credit Fund. Indeed, I would much prefer to see it applied
across the board to all U.S. bilateral aid. I hope that the points which I have
raised are taken into account by the Committee and find expression In amend-
menfi to the bill, in order to pr ivide the Third *orld with an additional, mean-
ingful, development assistance, and the United States with a way out of our-
balance of payments difficulties.

APPENDIX I

PER CAPITA GROSS NATIONAL PRODUCT AND DEMOGRAPHIC DATA-COUNTRIES WITH GNP PER CAPITA $3$
OR LESS

Years
estimated

- to double
Estimated population Urban Labor

population, (by current population force in Literate Per capital
Jan 1, 1972 growth 1971 agriculture . population GNP

Country (thousands) rate) (percent) (percent) (percent) 1970-71

Western Hemisphere:
Bolivia ------------------------ 4,832 27 35 65 40 $199
Brazil ----------------------- 99,988 25 56 44 67 364
Columbia ...................... 22,164 22' 61 45 73 313
Ecuador ..................... 6,490 20 40 56 68 263
El Salvador ..................... 3696 23 39 59 49 294
Guatemala ------------------- 5,582 26 36 64 38 348
Guyana ........................ 746 25 36 30 80 50
Honduras ...................... 2,843 21 27 67 45 151
Paraguay ....................... 2,345 21 36 53 74 243
Antigua ........................ 65 33 44 42 89 340
Cuba .......................... 8,707 33 60 37 94 _280
Dominica ...............------- 72 27 19 50 59 300
Dominican Republic ............. 4,464 21 42 61 65 343
Grenada ....................... 96 36 19 40 230
Haiti ........................... 5,021 27 19 8310 90
St. Kilts, Nevis, and Anguilla ..... 58 43 44 46 - 88 320
St. Lucia ..................... 104 20 19 48 52 240
St.Vincent ..................... 89 29 19 40 76 220

Africa:
Algeria ........................ 14,570 20 43 60 20 304
Angola ........................ 5,872 33 15 82 10-15 210
Botswana ----------------- 644 32 25 91 20 105
Burundi -.-- ---------------- 3,712 29 3 95 10 64
Cameroon ...................... 5,995 33 13 84 10-15 170
Cape Verdi Islands -------...... 266 28 9 40 27 120
Central African Republic ......... 1,660 32 25 90 5-10 135
Chad .......................... 3,842 29 11 92 5-10 70
Comoro Islands -----........... 287 28 3 () 58 130
Congo ........................ 970 29 31 64 20 249
Dahomey ....................... 2,592 29 14 - 84 20 94
Equatorial Guinea ............... 299 53 31 () 20 270
Ethiopia ........................ 26,111 32 9 88 5- 69
Gambia ----------------........ 373 35 10 86 10 1 ,1
Ghana ......................... 9.528 23 32 56 25
Guinea ......................... 4,055 30 12 85 5-10
Ivory Coast ..................... 4,493 29 24 86 20 .
Kenya ........................ 12,539 20 11 88 20-25

See footnote at and of table.
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APPENDIX I-.Continued

PER CAPITA GROSS NATIONAL PRODUCT AND DEMOGRAPHIC DATA-COUNTRIES WiTH GNP PER CAPITA $375
OR LESS-Continued -

country

Africa-Continued
Lesotho ........................
Liberia .........................
Malagasy Republic (Madagascar). -
Malawi .......................
Mail ..........................
Mauritania ..................
Mauritius ......................
Morocco ..................
Mozanbique ...................
Niger .........................
Nigeria .......................
Portuguese Guinea ..............Rwanda ............. o...........
Senegal ........................
Sierra Leone ....................
Somali Republic ................
•South West Africa (Namibia).. ..
Southern Rhodesia .............
Sudan ........................
Swaziland .....................
Tanzania .......................
Togo ..........................
Tunisia .......................
Uganda ........................
Upper Volta ....................
Zaire ...... .................

Near East:
Egypt, Arab Republic of ..........
Iran ...........................
Iraq..... ..............
Jordan .........................
Oman ....................
Syrian Arab Republic .-------
Turkey .....................
Yemen (Aden)..................
Yemen (San'a) ..................

South Asia:
Afghanistan ....................
Bangladesh .....................
India ....... ............
Nepal ..........................
Pakistan .......................
Sri Lanka (Ceylon) ..............

Southeast Asia:
Burma... ....................
Indonesia ......................
Khmer R.publlc (Cambodia) ..
Laos ............. . .......
Malaysia (including West Malay-

sla, Sabah and Sarawak) .......
Philippines ............. .......
Portuguese Timor ...............
Thailand .....................
Vietnam, North............
Vietnam, South ............

East Asia:
China, Peoples Republic of .......
China, Republic of .............
Korea, North ..............

- Korea, Republic of..........
Macao......................

Oceania:
British Solomon Islands .........
New Guinea....................
Papua .......................
Tonga ......................
Western Samoa ............

Years
estimated
to double

Estimated population
population. (by current
Jan 1, 1971 growth

(thousands) rate)

Urban
population,

1971
(percent)

956 35
1,601 20
6,989 - 30
4,611 28
5,279 30
1,209 32

832 36
16,655 21
7,963 32
4,026 23

56,769 29
566 58

3,752 .....
3.959 S9
2,743 30
2,878 33
652 35

5,862 20
16,461 22
440 24

13,846 26
2,043 26
5,317 30
10,185 25
5,548 35
18,305 30

34,473 35
31,187 23
9,868 21
2,400 21
688 22

6,565 ............
36,768 27
1,337 23
5,994 23

17,650 28
75,293 26
583,000 32
11.636 32
60,297 26
12,930 33

28.549 30
124,708 26
7,436 23
3,082 27

11,253 25
40,078 20
619 39

39,043 21
20,086 58
19,059 27

779,444 41
15,159 32
14.481 26
32,746 36

255 30

168 30
1,816 32
682 26
90 23
150 21

10
14
5

127
44
35
6
3

23
18
0

29
14
20
33
18
10
4
7

14
46
104
17

41
42
48
47
5

44
39
30
6

8
5

20
5

23
20

19
17
12
16

42
37
11
15
18
25

26
65
39
39
t0

7
5
4

20
25

I Not available.

Labor
force in Literate Per capita

agriculture population GNP
(percent) (percent) 1970-7(

98 (q 90
80 9 231
84 39 120
81 22 72
90 5 10
90 1-5 154
38 61 266
54 14 211
69 7 210
96 5 8
80 25 105
85 3-5 260
95 10 54
74 5-10 178
75 10 160
89 5 65
55 15
73 25-30 M
78 10-15 120

36 215
15-20 100

79 5-10 144
63 30 235
89 20 133
87 5-10 60
69 15-20 109

57 26 200
42 23 355
48 14 30~
35 32 2

261
72 46 257
78 10 110
89 10 80

87 8 88
75 22 105
73 29 93
92 9 80
59 16 150
49 75 169

70 60 75
66 43 105
80 41 11t
81 15 73

555 355
5726

110
174

80 85
65 6 175

63 25 160
34 85 373
70 246
48 71 258

(1) 70 150

86 O
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APPENDIX II

SELECTED COUNTRIES WITH GNP PER CAPITA ABOVE $375 PER YEAR

Years
estimated
to double

Estimated populationn Urban Laborpopulation, y current population, force In Literate Per 101111,
Jan 1, I972 growth 1971 agriculture population P

Country (thousands) - rate) (percent) (percent) (percent) 1970-71

Western Hemisphere:
GreenlanJ .....................
Ar entina ......................
British Honduras................
Chile ..........................
Costa Rica .....................
French Guiana .................
Mexico ........................
Nicaragua ......................
Panama ........................
Peru ..........................
Surinam .......................
Uruguay .......................
Venezuela ......................
Barbados ......................
Guadeloupe ....................
Jamaica .......................
Martinique ...............
Trinidad and Tobago ..........

Europe:
Albania ........................
W 13 ..........................

Poi tugal .......................
Spain ...................
Yugoslavia ..... .........

Africa:
French Territory of Afars and
Issas ........................

Gabon. .... .............
Liby ................
Reunion .................
Saith Africa. Republic of .........
Zambia ........................

Near East:
Bahrain ........................
Cyprus .......................
Greece .........................
Israel ---------------------
Kuwait .........................
Lebanon .................
Qatar ............... ........
Saudi Arabia ...................
United Arab Emirates ............

South Asia:
(No countries with GNP per

capita over $375 per year.)
Southeast Asia:

Brunei .... ..................
Singapore ...................

last Asia:
Hong Kong .....................
Mongolia ......................
Ryukyu Islands ...............

Oceania:
American Samoa ................
Figi ....._ ......................
French Polynesia .............-
Gilbert and Ellice Islands .........
New Caledonia ..................
New Hebrides ................
Pacific Islands ..............

51
24,828

126
9,597
1,810
50

53,126
2.010
1,500
14,057

410
2,941

11,316
239
339

1,928
344
950

2,225
322

9,751.-- 34, 300
20, 646

99
488

1.996
463

22, 503
4,609

226
639

8,818
3,116
862

3, 100
82

5,622
202

99
91

9484
72
76
58
79
61
80
91
76
98
88
82
85
89

72
83
63
86
80

5
12
27
63
35

15-20

29
76
80
84
53
86

10-15
15
20

43
75

71
95
76

94
,64
94
90
84

138 20
2,157 41

4,086 50
1,301 .........
966 41

29 23
552 28
123 19
58 36
108 27
87 28
96 22

$840
1,055

520
794
530
890
662
433
708
438
633
819
921
618
540
630
690
89

571
694
646
964
902

600
603

1,670
660
805
405

420
844

1,071
1,487
3,725

529
1.550

584
1,590

1,220
960

615
1,050

744
430

390
2,430

430
437

I Not available.
Sources: Cols. I through 6, "Population Program Assistance," Agency for International Development, December 1972.

BEST COPY AVAILABLE
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APPENDIX III

DEVELOPED COUNTRIES

Years
estimatedto double

Estimated population Urban Labor
population (by current population force in Literate Per capit

Jan. 1, 1972 iowth 1971 agriculture population GP7
Country (thousands) i#te) (percent) (percent) (percent) 1910-if

Northern America:
Bermuda ......................
Canada ........................
United States ................

Other Western Hemisphere:
Canal Zone ...................
Bahamas ..............
Netherlands Antilles .............
Puerto Rico ....................
U.S. Virgin Islands .............

Europe:
Austria ........................
Belgium .......................
Bulgaria .......................
Channel Islands..............
Czechoslovakia .................
Denmark ................
Faeroe Island ...............
Finland ...............
France ...................
Germany (East)..... ...-...- _
Germany, Federal Republic of .....
Hungary ......................
Iceland ........................
Ireland ....................
Isle of Man ...................Italy.....................Luxembourg ............

Netherlands ............
Norway .......................
Poland ........................
Romania .....................
Sweden .......................
Switzerland ....................
U.S.S.R ......................
United Kingdom ................

Africa:
(With the possible exception of

South Africa, included with the
selected ,ountries In app. II,
there are no countries which
should be considered developed
in Africa.)

Near East:
(With the possible exception of

the oil-rich countries included
in selected countries in app. II,
there are no countries to be
considered developed in the
Near East.)

South Asia:
(There are no developed countries

in South Asia.)
Southeast Asia:

(There are no developed countries
in Southeast Asia.)

East Asia:
Japan .........................
(This GNP per capita figure stems

from before the currency re-
alinements of 1971 and 1973.
The Japanese per capita GNP is
currently estimated as consider-
ably larger thaiflifs figure.)

Oceania:
Australia ......................
Guam .........................
New Zealand ...................

54 58
21.731 69

207, 336 87

45 50
186 36
228 41

2,779 39
69- 18

7 451 347
9,718 231
8,565 99

125 (1
14, 442 139
4,955 173

41 50
4,695 231

51,480 116
17,045 ............
60, 030 693
10,374 231
211 53

2,977 58
56 ............

55,007 99
342 693

13,267 63
3,919 99
32, 852 87
20 577 69
8:115 173
6,312 116

246, 300 69
55,519 173

105. 312

13,121
89

2,889

58 72 17 98 1,904

53 86 8 98
23 25 0
53 79 13 9-

I Not available.
Sources: Cols. I through 6, "Population Program Assistance," Agency for International Development, December 1972i

$I 4603446
5,073

1,810
1,260
1:35
2,967
1,930

2,656
1,375

3,110

2:320,
027,

2351

136
2,926
2,398
2,930
1,420

3,261

2,849
2,507
2,165
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APPENDIX IV

TRADE AND RESERVES I-COUNTRIES WITH GNP PER CAPITA $375 OR LE"•S"

in millions of dollars)

Exports to Imports from Total
Total exports United States Total Imports, United States rbtrv.$

1971-9 1971-72 1971-72 1971-7Y (central bank)Country

Western Hemisphere:
Greenland .......-................ 16.0 2.40 60.0 0.60.........
Argentina ........................ 1,740.0 162.00 1.869.0 416.00 64A. 0
British Honduras ------------------ 17.0 6.00 30.0 10. 00
Chile ........................... 1,253.0 177.00 961.0 344.00 - 3.
Costa Rica ...............--------- 279.0 112.00 373.0 123.00 35.5
French Guiana ..................... .0 2.00 39.0 3.00
Mexico .......................... 1,457.0 911.00 2,407.0 1,479.00. i':32
Nicaragua ........................ 187.0 66.00 211.0 70.00 1,320.0
Panama .......................... 114.0 -. 56.00 390.0 138.00 794.5
Peru ............................. 893.0 257.00 753.0 221.00 449.0
Surinam --------------------- 130.7 56.20 110.0 39.90 ..............
Urfubay ......................... 214.0 7.00 187.0 19.00 211.0
Venezuela .......... ---------- 3,203.0 1,215.00 1,780.0 863.00 1,674.0
Barbados --------_--------..... 45.0 6.00 142.0 27.00 ..............
Guadeloupe ...................... 42.0 7.00 124.0 7.00 ..........
Jamaica .......................... 347.0 156.00 555.0 220.00 182.0

M nique................... 30.0 ............ 143.0 6.00 ..........
Trinidad and Tobago ............ 524.0 237.00 657.0 115.00 53.0

Europe:
Albania.......................... 11.2 .20 27.0.
Malta ..... .................. 45.0 2.00 157.0 7.00 . 1.9
Portugal ....................... 1,287.0 137.00 2,183.0 194.00 2,613.0
Spain ............................ 3,803.0 622.00 6,796.0 1,077.00 5,339.0
Yugoslavia ....................... 2, 238.0 150.00 3,228.0 199.00 1,049.0

Africa:
Afars-Issas ....................... 29.0 .10 45.0 1.10 ..............
Gabon..-----------_--------- 121.0 5.00 80.0 9.00
Libya ............................ 2,366.0 63.00 554.0 76.00-.......
Reunion ...............--------- - 44.0 .............. 170.0 1.00 -
South Africa ................------ 2,645.0 191.00 3,658.0 605.00 1,800.0
Zambia ......................... 758.0 3.00 565.0 49.00 188.0

Near East:
Bahrain .......................... 284.0 9.40 234.0 11.8.........
Cyprus .......................... 134.0 1.00 317.0 19.0 .35.6
Greece ......................... 870.0 85.00 2,350.0 146.0 1,121.0
Israel ........................... 1,140.0 223.00 1,891.0 365.0 1,46: .0
Kuwait ........................... 2,305.0 36.00 650.0 94.0 588.0
Lebanon......................... 244.0 7.00 645.0 74.0 799.0
Oatar ............................ 259.0 ........- 140.0........
audi Arabia ------------------- 2,361.0 .'70 734.0 138. 0 0 - 3,306.0

United Arab Emirates ........................................................--.. . . ..............
Southeast Asia:

Brunei ........................... 85.0 - -......... 72.0 .......... ...........
Singapore ----------------------- 1,755.0 207.00 2,828.0 360.00 654.0

East Asia:
Hong Kon- ..................... 3,477.0 1,163.00 3,901.0 465.00 ..............
Mbangolta..a.. .-.- ......................... 270
Ryukyu Islands ------------------- 95.5 9.10 421.0 53.00 ..............

Oceania:
American Samoa .................. 1.0 ....................................
Fiji ------------ ----- 71.0 13.00 128.0 5.0.........
French Polnesia ........................................................
Gilbert endEllice Islands ................................................................................
fNew Caledonia ------------------- 191.6 -------------- 230.38 ............................
New Hebrides... .......... 10.0 .............. 12.0 ...................
Pacific Islands ..........................................................................................

I All figures are the most current available from the 1969-72 period.
Sources:i1) internationall Financial Statistics," IMF, vol. XXVI, No. 7, July 1973; (2) "Direction of Trade," annual

1966-70, IMF and- I BRD.-

i
ii



APPENDIX V

TRADE AND RESERVES I-COUNTRIES WITH GNP PER CAPITA $375 OR ABOVE

[in millions of dollaral

Exports to Imports fromd Total
Total exports. United States Total imports United States reserves

Country 1971-72 1971-71 1971-71 1971-71 (central bank)

Western hemisphere:
Bolivia ........................... 182.3 22.8 166.9 65.1 74 An
Brazil .......................... 2,904.0 760.0 3,701.0 1,064.0 4,47
Colombia ...................... 729.0 265.0 844.0 404.0 447*00
Ecuador ....................... 218.2 108.7 216.6 127.0 171.00
El Salvador ....................... 228.0 49.0 214.0 63.0 114.00
Guatemala ....................... 283.0 87.0 296.0 97.0 182.90
Guyana .......................... 150.0 .............. 134.0 .......-------- - 56'
Honduras .......... ........... 172.0 93.0 221.0 91.0 .24
Paraguay ......................... 86.0 13.0 70.0....~ 13.0 43. 32

Dominican Republic .............. 181. 289.0 164.0
Grenada ..................................-4--0-..........4...................... ..........
Haiti ............................. 24.0 52.0 24.0 243
St. Kitts ...............................................................................................
St. Lucia ...............................................................................................
St. Vincent ........................................................-...............-..................

Africa:
Algeria ....................... 1.009.0 8.0 1,257.0 100.0 468. 00
Angola .......................... 408.0 83.0 422.0 47.0 .......... .Botnd°swana ........................ ............................................................................. 8.01030 .0 "1
Burundi----------------------... 8.0 1.0 30.0 1.0 2ij
Cameroon ........................ 231.0 22.0 242.0 19.0 42.70
Cape Verde ............................................................. ................... e
Central African Republic------------ 32.0 . 1 34.0 2.0 18
Chad ............................ 28.0 .02 61.0 2.0 6.5
Comoro Island .........................................................--.....-- .-- ..-- . ............
Congo ........................... 30.8 .............. 60.0----------------6152
Dahomey .................... .. 28.0 3.0 55.0 3.0 ..............
Equatorial Guinea .......................................................................................
Ethiopia ........................ 126.0 55.0 188.0 17.0 14. 00
The Gambia-------------------. 19.0 ............. 25.0 1.0 24, 86
Ghana- - --.................... 338.0 76.0 418.0 63.0 192.00
Guinea ........................... 56.8 5.4 65.2 10.6 ..............
Ivory Coast ................. . 469.0 88.0 388.0 31.0 ........
Kenya ........-....... ...... ' 314.0 16.0 560.0 46.0 287.50
Lesotho ...............................................................................................
Liberia ..................... . 213,0 49.0 150.0 46.0 .........
Malagasy " -.-................... 164.0 34.0 202.0 8,0 72 20
Malawi ------ ................... 80.0 4.0 130.0 -3. 0 . 44.90
Mai.---- ..-.-. ".....-.. . 24.4 .............. 39.0 ..........---- - - 4.30
Mauritania .....................- 90.1 .7 47.0 4.6.
Mauritius ........................ 68.0 4.0 83.0 6.0
Morocco ......................... 488.0 7.0 686.0 7 .0
Mozambique ...................... 160.0 22.0 335.0 2. 0 ..............
Niger--- .................. 32.0 .1 58.0 3.0 ........
Nigeria ------------------------- 1,811.0 320.0 1,510.0 212.0 538.00
Portuguese Guinea ......................
Rwana3 ......................... 2 0,0 ......-......... 3030
Senegal ......................... 125.0 1.0 218.0 13.0.
Sierra Leone -------------------- 1 19.0 7.0 120.0 8.0 5790
Somali Republic ................... 31.0 .2 45.0 4.0 ..............
South West Africa (Namibia) ---------------------------------------------------------- 3W. .............
Southern Rhodesia ............. 367.0 . 1 292.0 -54 ----
Sudan -------------------------- 329.0 11.0 331.0 8.0 45.00
Swaziland ------------------------ 51.9 -------------- 1.9-----------------
Tanzania ---------------------- 278.0 19.0 382.0 15.0 345.9
Togo ...............-............. 49.0 ........ . 70.0 4. 0
Tunisia .......................... 311.0 11.0 460.0 55.0 279.8
Uganda .......................... 260.0 52.0 250.0 14.0 43.50
Upper Volta ...................... 16.0 .............. 51.0 3.0.
Zaire ............................ 644.0 35.0 410.0 48.0 1 YK66&

Near East:
Egypt --------------------------- 762.0 23.00 773.0 89.0 176.00
Iran ------------------------- 2, 354.0 60.00 1,-658.0 359.0 1,138.00
,rao --------------------- -- 1,532.0 38.00 627.0 34.0- 1, 3.00
Jordan........................... 32.0 .01 184.0 21.0 00
Oman .......... ........... 605.0 ............ 110.0 .........---..........
Syria---------------------- 195.0 2.00 440.0 30.0 1.00

emen (Ad-en)--- ------------- 145.0 .10 200.9 3.0 87.18
Yemen (San'a) ----------------------------------------------------------------- .
Turkey .......................... 892.0 - 104.00 1,512.0 175.0 1,78.0

See fOotnotes at end of table.
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APPENDIX V-Confinued
TRADE AND RESERVES '-COUNTRIES WITH GNP PER CAPITA $375 OR ABOVE-ConI6ued

(In millions of dollars

Exports to Importsifrom Totai
_Total exports, United States, Total imports, United Stes rv0Country 1971-72 1971-72 1971-72 11i-7 (contrank)

South Asia:
Afghanistan ...................... 81.9 2.40 125.0 7,0 54.74
Bangladesh ............... ... . .............................................
India-------------------------... 2,110.0 351.00 2,409.0 5W60 1,278
Nepal .................... .. -56.7 1.50 60.2 1.5
Pakistan- -.....-...-..-.. ....... 679.0 33.00 660.0 143.0 435.0W
Sikkim ............................................................... ............................
SrI Lanka-----------------------.. 342.0 24.00 389.0 22.00 a65.

Southeast Asia:
Burma ........................... 124.0 1.......... 69.0 6.0 50.00
Indonesla ........................ 1,242.0 182.00 1,174.0 176.0 630.00
Khmer Republic ................... 63.1 1.20 76.7 2.5 ..............
Laos ........................ . 4.3 .20 82.8 6.0 ......
Malaysia ............. .... 1 718.0 238.00 1 601.0 144.0 - 1214.00
Philippines ..................... 1:121.0 453.00 1,330.0 331.0 820.00
Timor .......................................................................................... .
Thailand ........................ 829.0 109.0 1,295. 0 183.0 1,280.
North Vietnam ---------.......... 9.6 .............. 8.7...................
South Vietnam .................... 8.0 .2 373.0 1- 74.0.. . 6

East Asia:
China, PRC ....................... 1 359.2 - - 1,.728.0. ....................
China, Republic ................... 2:910.0 ---- 1,277.7' 0 2,254.0 545.0 779.0
Korea, North ..------------------- 63.0............... . 53.0.....................
Korea, ROK..................... 1,629.0 762.0 2, 523.0 648.0 820.0
Macao ......................... 48.0 3.0 74.0 1.0..........

Oceania:
British Solomon Island ................................................................................
New Guinea ...................... 98.0 11.0 211.0 26.0 ..............
Papua .......................... 17.0 1.0 77.0 8.0 ..............
Tonga -----------------------------------------------------------------------
West Samoa -_------------------- 6.0 1.0 13. 0 ................

I All figures are the most current available from the 1969-72 period.
Source: (1) "International Financial Statistics," IMF, vol. XXVI, No. 7, July 1973. (2) "Direction of Trade," annual

1966-70, IMF and IBRD.

MACHINERY AND ALLIED PRODUCTS INSTITUTE,
I ashington, D.C., September 4, 1973.Hon. RUSSELL LONG,

Chairman, Senate Committee on Finance, Dirksen, Senate Office Building, Wash.
ington, D.C.

DEAR CHAIRMAN LONG: We respectfully request that this letter concerning the
proposed Export Development Credit Fund, provided for in S. 2335, the Foreign
Assistance Act of 1973, be included in the written record of the Committee's hear-
ings on the Fund.

We appreciate the opportunity to present our views on the proposed Fund. As
you may know, the capital goods and allied equipment manufacturers represented
by the Institute have a vital stake in foreign trade. To take but one measurement
these industries' exports in 1972 were some $17 billion, about one-third of total
U.S. exports.

While we realize that many important aspects of the scope and activity of the
proposed Fund have not yet been worked out, we welcome the Fund concept as a
means of improving the competitive position of U.S. exporters and of-sharpening
the favorable Impact of our foreign aid programs on the present and future bal-
ance-of-payments position of the United States.

Although most of the congressional and- public discussion of the Fund has
centered on its possible role in connection with economic development, we believe
its establishment could also fill a longstanding gap in U.S. Government export
financing programs administered by the Export-Import Bank. Governments in
other industrial nations frequently provide, particularly for big project ativity,
a mixture of financing on conventional terms with that on aid-type concessionary

-- terms--a practice that the Export-Import Bank is not able to meet because of



legislative restrictions. Further, there Is, increased activity by the Eat European ,
Communist countries in the area of export financing on purely. conoqionry.
terms. As our export financing programs presently are co.stitutedl,'tke U.S Ov.
ernment does not have an effective means of countering this type of financing.
We think it is unfortunate that, in connection with the most recent extension
and expansion of Export-Import Bank operating authority, the reportI of the
Senate Banking, Housing and Urban Affairs Committee insisted that there
continue to be a clear separation between aid-type concessionary financing
assistance and transactions supported by the Bank. With the nature of the com-
petition encountered by U.S. exporters today we believe that this sort of clear
line of demarcation between the two types of financing no longer makes sense,

We hope that the Fund, if adopted by the Congress will be designed and
administered so that the Bank could devise a financing package which would make
the U.S. exporter fully competitive in this "gray zone" between conventional
export financing terms and foreign aid. If principal responsibility for administra-
tion of the Fund is placed in an agency other than the Export-Import Bank, we
believe that consideration should be given to reserving some portion of its resources
for commitment by the Bank. Our concern is that jurisdictional lines between
agencies with respect to use of the Fund's resources not prevent the Bank from
meeting promptly competitive situations calling for a mixture of conventional and
concessionary financing. Further, to enable the Bank to provide a competitive
financing package, its authority to extend concessionary terms in gray zone and,
other competitive situations should not be limited to the lowest income countries
since these terms may be needed to meet the competition in other less developed
countries with per capita GNP higher than $375 per year.

We have the following more general observations concerning the proposed Fund:
There has long been a feeling among many in the U.S. export community that

insufficient attention has been given in the administration of U.S, foreign assis-
tance programs to the development of follow-on export business for U.S. coni-
panies. To the extent that the Fund gives attention to such matters, the U.S.
should be able to look forward to increased business on normal commercial terms
with the lowest income countries in future years.

Because of the long affiliation with European countries of many of the lowest
income countries, and certainly the most populous (e.g., India, Pakistan, Indo-
nesia and Nigeria), an extraordinary effort would seem to be in order to improve
the U.S. export position in those markets. Even when exporters from the former
colonial powers do not enjoy preferential treatment in their former territories
they benefit from follow-on business for earlier installations and from traditional
buying habits of businessmen in those countries. In this connection it is our -
understanding that U.S. exporters generally have received a smaller share of the
procurement under financing extended by the International Development
Association, the soft-loan affiliate of the World Bank which lends largely to the
lowest income countries, than under procurement financed by the other inter-
national financing agencies. It would appear that this shortfall in U.S. procure-
ment in these countries is due in large part to the fact that the loans have gone to
areas where local buyers have less familiarity with U.S. equipment and techniques.

While the developmental aspects of its operation may suggest the desirability
of placing principal responsibility for administration of the Fund in the Agency
for International Development (ora possible successor organization), which has
the greatest depth of experience with respect to economic development in the
LDCs, an important voice in its management should be assigned to government
agencies responsible for export promotion, such as the Export-Import Bank and
the Department of Commerce. We -believe that because of their roles these
agencies have a better appreciation for the constantly changing international -
competitive relationships, particularly in the area of export finance, and would
be better able to evaluate potential transactions in terms of their possible future
contribution to the U.S. balance-of-trade with the developing countries. In this
connection, as noted above in-the discussion of the present gap with respect to
"gray zone" financing, it might be advisable to permit the Export-Import Bank
to commit at least some portion of the Fund's resources so that the Bank could
develop promptly a competitive exp.-rt financing package for a particular trans-
action.

I Report No. 92-51, U.S. Senate, 92 Cong., Ist Ses., March 81, 19T1.
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" We appreciate this opportunity to comment on the proposed Export' Dovolop-
ment Credit Fund. If we can be of any further assistance in your d4liberations,
please let us know.

Cordially,
CHARLES STMWAR,.. President.

GENERAL ELECTRIC,
INTERNATIONAL SALES DIvIsION,

New York, N.Y., Augu8t 81, 1978.
Hon. fllussErL B. LoNe,
Chairman, -Conmittee on. Finance,
U.S. Senate, Washington, D.C.

DEIAn CHAIRMAN LONG: The General Electric Company would like to take this
opportunity to comment in support of the proposed Export Development Credit
Fund, Section 16 of the foreign aid authorizations bill now before you. We believe
the net effect of this legislation would be to stimulate U.S. exports, contribute to an
improved balance of payments and support thousands of jobs in this country.

As you know from information already before the Committee, U.S. exports to
less developed nations have been decreasing relative to exports from other in-
dustrialized nations which have been using such concessionary financing. When
U.S. industry loses export business because of the unavailability of suitable financ-
ing, the effect is to transfer employment potential out of the U.S. since these less
developed countries can buy equipment they need from a number of sources other
than the U.S.

This legislation can expand the export potential of many U.S. industries, bIt
we can testify from particular knowledge only on the electrical equipment in-
dustry. The iiarket projection of $4.1 billion of electrical equipment that' will be
purchased by less developed countries from all supplier nations during 1976-80
period represents a potential of sixteen thousand direct manufacturing jobs on an
annual basis. (This estimate is based on the current ratio of employment to sales
in this company.) At least, as many more jobs would be supported on an indirect
basis in the form of materials and services.

We have identified as examples the export potential for four classes of electrical
equipment to Far-Eastern and African countries of $200 GNP per capita or less.
This is shown in Attachments A and B. We have chosen the period 1976 to 1980,
in order to reflect the real potential impact on U.S. sales, since orders for equip-
ment for that period will be placed in 1974 and 1975, and will not be reflected
in sales until the following years. If this legislation covers countries where the
GNP per capita is approximately $350, the export potential is, of course, signifi-
cantly greater.

These estimates for four market segments (power generation equipment, power
transmission and delivery equipment, transportation, and metal industries) reflect.
electrical equipment content only such as is made by the General Electric Com-
)any. Therefore, these estimates are on the conservative side, since they do not
refl ct the potential drawthrough of allied equipment normally purchased in
conjunction with the products.

U.S. export participation in these market segments currently can be described
as negligible, with limited prospects for growth unless we can compete on a fairly
equal basis with nations who offer a variety o? financing programs.

The Export-Inport Bank does an outstanding job, but its terms must exclude
many of the poorer countries. To be competitive with other industralized nations,
U.S.' exporters need a variety of financing options that will supplement the
Export-Import Bank, and cover a much wider market spectrum. We believe
the proposed Export Development Credit Fund will help meet that need.

The impact of this legislation would be to equalize the competitive opportunities
of U.S. exporters with those of other nations now serving underdeveloped nations.
In addition it ould have a substantial effect on U.S. exports the generation of -
employment directly producing the export goods, and anrequaily positive impact
on related employment 6f vendors and suppliers. We feel that it is quite likely
that the corporate and personal tax payment to the Government that should
result from increased export income and employment would more than offset the
interest subsidy for the Fund.
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Accordingly, we strongly endorse the objectives and approach of this legislation
as being in the interest of both the United States and the underdeveloped nations
which would be benefited.

Yours very truly,

ATTACHMENT 
A

Market potential, 1976-80-African and Asian countries of $00 per capita GNP
or less electrical eQuipment

Millions
of!dollars

ossil steam turbine generator ---------------------------------- 19
uclear steam supply --------------------------------------- 33
as turbine -------------------------------------------------- 96
ydroelectrie --------------------------------------------- 407

Power generation, total -------------------------------------- 555

ransformers ------------------------------------------------ 304
itchgears ------------------------------------------------- 99

ther electrical ---------------------------------------------- 81

Power delivery, tottl --------------------------------------- 484

asic iron and steel making ------------------------------------- 5
mifinishing metals ------------------------------------------ 3
inishing metals ---------------------------------------------- 35
Metal industries,total -------------------------------------- 43

Transportation equipment, total ----------------------------- 178

Total electrical equipment-Africa ---------------------------- 1,260

ATTACHMENT B
Asia/Far East:

FN
G
11

T
S

B

F

ossil steam turbine gencrttor --------------------------------- 311
uclear steam suply_ ----------------------------------------- 169
as turbine -------------------------------------------------- 304

hydroelectricc ------------------------------------------------ 404

Power generation, total ------------------------------------- 1,188

ransformers ------------------------------------------------ 724
witchgears --------------------------------------------------- 265
ther electrical ---------------------------------------------- 221

Power delivery, total --------------------------------------- 1, 210

asic iron and steel making ------------------------------------ 23
emifinishing metals ------------------------------------------ 13
inishing metals --------------------------------------------- 148

Metal industries, total ------------------------------------ 184
Transportation equipment, total ----------------------------- 276

Total electrical equipment-Asia/Far East ------------------- 2, 858

.[Telegramj

Hon. RUSSLLBWASHINGTON, D.C., September 6, 1978.Hon. RUSSELL B. LoNG,
Chairman, Committee on Finance,
Dirkeen Building, U.S. Senate, Washington, D.C,:

I urge you and the members of your committee to support section 16 of the
Foreign Assistance Act of 1973, Senate Bill S. 2335, which deals with the proposed
export development credit fund. This fund represents a sound concept that would
assist in promoting U.S. exports as well as compliment our emerging foreign

Africa
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N
G
H

T
S3()

B
8e
Fi
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assistance program with its increasing emphasis on greater multilateralizsaton of
our efforts. The fund would give American producers a means to expand the salon
of U.S. goods to the worlds poorest countries. Other major Industrial naton 
already have similar devices to aid them in this growing sector of theworld
market. I firmly believe that this measure is in the best itfteredt of the Unlted
States and the world economy. It is a measure in which we can find our self-interst:
in the common interest.

Regards,
C. M. VAN VLIERDEK,Eze.cutive Vice Prosiden(..

A?,ik.,RicAN FARM BUREAU FEDRRAtION,

Hon. RUSSELL B. LoNa, Washington, D.C., August 81, 1978.-

Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: We wish to present to the Senate Committee on Finance"
the views of Farm Bureau with respect to Section 16 of S. 2335, the "Foreign
Assistance Act of 1973." Farm Bureau is the largest general farm organization - T
the United States with a membership of 2,175,780 families in forty-nine states and.
Puerto Rico. It is a voluntary nongovernmental organization and represents.
farmers and ranchers who produce virtually every agricultural commodity pro-
duced in the entire country.

Section 16 of S. 2335 provides for establishment of a new "United States Export
Development Credit Fund." It would authorize the President to extend or re-
finance export credits at interest rates of not less than 3 percent per year with
repayment within thirty years but with no requirement for annual repayments of
principal during the first five years. The objective would be to facilitate "the sale
of goods and services which are of developmental character" to countries "with
per capita national product of less than $375 a year." The program would become.
effective July 1, 1974.

Farm Bureau's policies relative to international trade, export financing, aid to
developing countries, and the proposal to establish a specialexport development
credit fund may be summarized briefly as follows:

1. We favor expanding exports of U.S. agricultural and industrial products
through the development of mutually advantageous trade with other nations.

2. We favor new or improved federal programs to provide more flexible
credit terms for commercial exports of agricultural commodities.

3. We favor economic assistance to developing nations based on well for-
mulated, long range 0lans designed to assure the proper utilization of aid'
funds.

4. We oppose the proposal to establish a new export development credit
fund to finance exports to developing nations at token rates of interest.

The fourth position is the natural and logical sequel to the first three.
Farmers and nonfarmers can benefit from trade that permits producers in each'

country to specialize in production of the commodities which they can produce at
lowest relative cost. In recent years farmers and ranchers, consumers, and the
entire economy have benefited from a high level of agricultural exports. The huge
surplus of the:e exports over agricultural imports has reduced substantially our
country's international trade deficit and contributed to the surplus in the U.S.
balance of international payments that developed during the quarter ending June
30, 1973. It is essential that we expand our coimercial-exports of agricultural and
industrial products but reject proposals to increase exports through subsidies,
including interest rates far below the levels paid by American consumers.

The problem of providing supplemental credit for commercial exports is one
that should be met by the two principal U.S. government export credit agencies:'
CCC (Commodity Credit Corporation, U.S. Department of Agriculture), and
Eximbank (Export-Import Bank of the United States). The experienced, special-
ized, business-oriented staffs of these established- agencies can extend credit for
export sales to developing countries in a far more professional and practical
manner than could the staff of the Agency for International Development.

Farm Bureau provided leadership in the private sector in the. development of
P.L. 480-as a means of assisting the export of agricultural products to developing'
countries. We have consistently supported this program since its inception, The _
proposed Export Development Credit Fund would overlap, and to some extent
duplicate, the authority that is already available under P.L. 480.
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In view of (1) the urgent need, to control inflation by reducing government:
spending, (2) the weakness of the U.S. dollar as reflected by te recent 4evluo
tions, (3) Our icreasingly burdensome national debt, (4) the all-time record ig

interest rgtee now prevalent in the U.S., (5) the controls reenUtly imposed oti

exports of certain agricultural commodities, (6) rising domestic food prices andoa

resultant clamor for further export controls, and (7) the general uncertanty and-

Instability prevailing in our economy, we believe that total appropriations OrPreign
aid should bt reduced and any proposals for new and costly programs should rejected.

In your Finance Committee press release of August 9, 1973, you asked for

suggestions on the technical aspects of financing the proposed export credit pro-

gram. We have not addressed our remarks o this matter because the proposal is

fundamentally unsound and no financial arrangements-no matter how meticu-

lously constructed-can make it sound.
We recommend that the Senate Committee on Finance state in its report on

Section 16 of S. 2335 that the proposed Export Development Credit Fund is

economically unsound and that no method of financing would make it sound.

We respectfully request that this letter be made a part of the record of the

hearing on this proposed legislation.
- Sincerely yours, _WIILLIAM J. KUHVoSS,

President.

INTERNATIONAL UNION, UNITED AUTOMOBILE, AEROSPACE &
AGRICULTURAL IMPLEMENT WORKERS OF AmiutcA-UAW,

Detroit, Mich., August 31, 1973.

Hon. ftUsstL B. LONG,
Chairman, Senate Finance Committee,
Senate Office Building,
Washington, D.C.

DEAR MR. CHAIRMAN: I am writing on behalf of the UAW in response to your

announcement that the Senate Finance Committee will hold a hearing on the

proposed U.S. Export Development Credit Fund. We support this proposal.

Like the other changes in foreign economic assistance endorsed by the Foreign

Relations Committee, it can lead to a major reorientation and improvement of

U.S. development assistance programs in order to more directly benefit workers

and disadvantaged people both in the United States and abroad. --

We are impressed not, only by the enormous need of the people in the poorest

countries for assistance, but by the dependence of U.S. exports to them on con-

cessional financing. We are also greatly impressed that as development gets

underway in these cotmtries, their demand for, and ability to pay for American

products rises dramatically. The billion people in the poorest, non-Communist

countries with per capita incomes of $200 a year or less by only an average of

$1.50 of U.S. goods per person per year, and most of that is financed by AID

or PL 480. It is illustrative that our sales to countries where average incomes are

between $200 and $500 a year are dramatically greater-$13 per person per

year-and not nearly so dependent on government assistance. From the point

of view of increasing U.S. exports, helping poor countries break out of the vicious

circle of poverty, illiteracy, ill health, inadequate food and growing population

clearly will pay off.
Our aid programs have already helped in this direction, although they focus

exclusively on development and foreign policy problems. However, the reorienta-

tion which the Export Development Credit Fund entails will for the first time

introduce a structure for active collaboration between development-focused and

business-focused agencies. We welcome this development, and the introduction

into foreign assistance affairs of a real concern for the impact of assistance criteria

and procedures on long-term U.S. export development.
We are concerned however, that this new dimension of development assistance

not be exclusively business-oriented. I suggest that the balance of the EDCF

Advisory Committee would be improved if the Secretary of Labor were added to

its membership. He could help assure that the EDCF was administered so as to

maximize the net increase in American employment resulting from EDCF opera-

tions. One way to do this would be for the EDCF to maintain firm source and

origin criteria so that financed exports really are the products of American labor

and not simply assemblies of imported components. Another would be t6 adopt

- commodity and project selection criteria that would help to avoid adverse effects



on U.S. employment. Statutory language has not proven to be very effective
to that end; the active participation in policy formation of the cabinet officer
particularly sensitive to the problem would be mofe effective.

I would like to stress again our endorsement of the very constructive initiatives
on foreign assistance taken by the Foreign Affairs and Foreign Relations Com-
mittees, including the proposal for the EI)CF. I would hope your Committee will
support the EDOF as an imaginative and welcome attempt to deal with the needs
of workers at home as well as abroad.

Sincerely yours, LEONARD WOODCOCK

President, International Union, FJAW.
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JULY 24 , 1973-
Hon. GEORGE P. SCHULTZ,
Secretary, Department of the Treasury,
Washington, D.C.

DPAR MR. SECRETARY: On July 18, the Committee on Finance
agreed to request, that the Foreign Assistance Act be referred to this

committee when it is reported by the Foreign Relations Committee.
The Foreign Relations Committee has agreed to this request. Section
16 of the Foreign Relations Committee bill would establish a "United
States Development Credit Fund," financed by the issuance of
securities under the Second Liberty Bond Act, which would obviously
affect the public debt of the United States.

The initial level of borrowing authorized would be $3 billion over a
three-year period, and the monies would be used for soft term export
financing to "poorer" developing countries.

When the bill is referred to the Committee, it is anticipated that
we will call you as a witness to testify on this legislation. In preparing
to consider the proposal, we would like to ask you to have your staff
prepare the answers to the following questions:

1. What effect would the proposal have on the budget and public
debt of the United States?

2. How would the fund be coordinated with AID and Export-
Import Bank financing?

3. What is the import absorptive capacity of developing countries
with per capita gross national products of $375 a year or less?

4. What has been the level and composition of'U.S. exports to these
countries?

5. What is the level of private and public debt outstanding for these
countries, and the record for "debt rescheduling"?

6. What are the prospects that these soft loans will be used to he -
these countries repay hard loans from other countries or international
institutions?

7. What are the export credit terms of other developed countries
to the poorest of the developing countries?

8. Will export credits of the Export-Import Bank likely be replaced
by soft export credits from this proposed new fund?

I would appreciate it if you would send me the answers to these
..4uestions-by September 4.

We will be in touch with you shortly before the hearings begin.
With every good wish, 1 amSincerely,

RUSSELL B. LONG,

_01airman,
Committee on Finance.

(195)
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THE SE CETARY OF THE TREASURY,
Washington, September 5, 1973.

Hon. RUSSELL LONG,
J airman, Committee on Finance, U.S. Senate,

Washington, D.O.
DwaA MR. CHAIRMAN: I am pleased to respond to the questions

in your letter of July 25 which dealt, with S. 2335, a bill "To amend
the Foreign Assistance Act of 1961 arnd for othpr purpose,;."

I appreciate your invitation to me to appear as a w'tnoss before
your Committee to testify on this legislation, but regret to inform
you that I shall be'unable to attend. 1 have therefore asked John M.
Hennessy, Assistant Secretary for International Affairs, to appear
in my place. He is knowledgeable in this area and I am confident
that he will be able to answer any questions you may have regarding
our position on this proposed bill.

The Treasury, Department has been advised by the Office of
Management and Budget that there is no objection to the submission
to you of the attached responses from the standpoint of the Ad-
ministration's programs.

Sincerely yours,
GEORGE P. SHULTZ.

Question, I. What effect would the proposal (Section 16 of S. 2835,
the "Foreign Assistance Act of 1973," as reported by the Senate Com-
mittee on, Foreign. Relations on Aaigust 2, 1973) hare on the badget and
public debt of the United State,?
* Answer. As the proposal stands, receipts and outlays of the Fund

would statutorily be excluded from the Federal budget, totals. The
Administration, however, takes the position that Federal receipts and
outlays should be reflected in budget totals to assure full disclosure
an(l appropriate review of the economic and financial consequences of
Federal programs. Current budgetary concepts would call for the
net principal disbursements on loans and the net, interest expenses
of the Fund to be shown as budget outlays. Thus, Section 801(d) of
Part V should be deleted, or alternatively there could be substituted
for Section 801 (d) the followig.language: "Tle totals of the budget.
of the United States Governmient shall include the funds appro-
priated to the Fund and the net effect of the re('eipts and the dis-

ursements of the Fund."
The obligations issued by the Government to finance the Fund

would probably not be included in the public debt subject to limitation
under present interpretations of the. relevtant provisions.of the Second
Liberty Bond Act, as amended. Accordingly, the Treasury Depart-
ment believes that the public interest woild be better served by
financing the Fund's activities through regular Treasury securities,
which are subject to the public debt limitation. Moreover, experience
has demonstrated that the interest cost of financing through other
types of United States obligations is significantly higher, even though
such other obligations may also be full faith andi credit of the United
States.

Question 2. How wodd the Fund be coordinated with A.I.D. and
Export-Import Bank financing?
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Answer. Section 805 of S. 2335 establishes an Advisory Committee
ConlSisting of the Secretaries of State, Commerce, Treasury, Agicul
ture, the Presidet.t of the Export-Import B~ank and the head of the
Agenq~ primarily responsible for administration of the Fund. This
committee will Iprovld e overall Jpolicy coordination. The presence of
the President of the Export-htnport, Batnk onl the Advisory Committe
will insure that the policies gover-ning the operation of the Fund are
('onk~steit, anid compatiblee wvithi th- policies and activities of thle
Export-Im1port Bank. It is envisioned that specific policies governing
loan criteria mitd Fund operatins would be set, forth through the
Advisory (.'otttit tee and ltat these p~olivies would be designed to
ilnst tfttit loitls ittideo I)%- thle EtitdBot mfilnge 111)011 01' ('Oul)Ote with
f-'vilit fit itciztg oflf- red l11' theEpi - ilrtTik 'l'liese procedures
COUld itichi ide, flt eNRIin jIfQ, tilt Ild~iiiiliist ia t le iteeli aiinti to avoid
fundl finnitleinig in cti1"Se where E4xinli fittaticing is ajippropl'iate. In prile-
tive, the actiiies of the Finid should iiot ('otiflict, with those of the
Bank sitice the Mi111( will olueI'i te Jl)iilttitrily ill thle poorest of the

11) '--wte'eEX-l iii l'Xj)oStiit' 14 littto(-ttt for' the linancing of
eI.x orts whichl (to nt obll i F'N- in fhcinivlg.

In regard to cloi'dit ion within All) tictivit ies: it is the current
it (iltiolI of fte Admitiiititi i to lodge op)eiing respJonslibilities
for the Fund iii that A geitc.

C'oordinlatioit or thle Ftil'&gctivit'es with our iinteiatiottal mono-
tat's' 1and finttttcial policinos cn he tichieved to tlte extent, necessary and
(les4iable throumghi tlte National AdNvisoi-Y Comncil on Initernalitiol
.\%ol10111' %, r atlid Mit1111t1ill Polici u'4.

yiie4twi, 3. llhitit ;x !he imp/)l (1481 itue ('(lUI(';t/of dereIojmlUy
('1 1 iti' ICS 11,1/ pier (a'(if ;trimsif. / i o na /a pri)/ u1ts ,(ft'*3745aya o ex

swl. Tlhe itt itild l('ldiltg Nioll tm fot' (li' 'l4"XjIott Ibevelollrtent

(of IeI( volilt I ies %N il(l ('II cpihik gi'oss tiltioitil l)l'lol Iiets hlow $3s75,
If I lie Pttd Nvvr 1,'( tolOttl'l''oeatol litiiyI.I97'l, s pi'OpoSC
by itie Allmliiltist rat joit thle a vei'aige atli0a ltding volime over tlhe
fout', Yea' Petriod would be $6~75 itillioti. As shiowi i Table 1, thiete
ai'e 07 l'omm-4- i'em-lit'etY %% ~it Ii it I)ei1 cap111itinvotOC helow $375;

e'lttdinl 11 il01t1iittill (l )0i1 ttres, wli(', it Is presumed, will not initially
lle('eihe friiticig itom th l id' 1os of11.2 I( (itll elhibl cotties ai'e in
Afi-ica iti AX4ia. ilie its maty liot acetially be exte('(l to all of
these 1011111i'ls by1 t(lie F'undsI latia for these (-111111 's rtovidlC an

llti'tiive bask64 for' iletisil-ing tabsorptive ca1pacvity. 1hi oame1i'chandise imtpom's inl 1972 woreQ 1l)lt'0liniately $'30 billion. If
t''1w~l- pli'absorpItive ('aptivity'' i,'. defined ats ('apavity) to titilize increased
fitlplts pl'odltl'tively. thlere- (call be little dloubt ditflihe $675 million

average annual flow; cotild he ''tbsorbvd," since --it would constitute
less thlan :3 percent of the existing import- level.

Since debt set'-viiig Is il uict'elsingly 1w porttant problem for the
LDCs, thou' imnport capacity is severely C'onstr'ainted under conven-
tiotil, hau11der tem exp~or-t lenldiing. It, is this very fact-lintitation o
implort fitattitig capneity-w~lh makes the new soft-term export
c'redlit fund anl alpiopi'itte vhjele for supporting UJ.S. exports to these
('o111trios.

Anotiot indicaitor of ''abiorptive capacity" is the level of investment
witliit the re('ipimit clmt'"e. .iThe 67 countries in quest-ion have a
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cuirront, aggregate OINP of $260 billion. Tile World Batik estimates
that for Africa, and Asia, gross invest ment, is on the order of 18 parent
of GNP. Thus, total investment in these poorer countries is on the
order of $47 billion annually. The need or those countries for addi-
tional capital for e'xceeds the additional resources that wold be made
avilallble under the 1"u1111d

Qluestion .4. Whlat haw been the level ant/4 e(n JION~t in of U.S. exp7o1'to to
the it, eonnres

Answer. I '.,S. exports to these coun~triv,, inl 1072 totaled only $4.8
billion out or it total tI.S. exports of $49.7 billion.,Se Table 2) This
$4,14 billion inl U.S. ('xt)ort s to ths vI5'(oitti Ii~1CW~I only 17.3
pl)CIe'Clt of tlii total Imports. In contrast. for countries with per'
capi t a incoine from $37541 I.0001 thle UJ.S. held '28.03 pei'celit of t he

Il te 67 '(111intie. in t1lie $375 or1 less- pet' ('111)111 iIWeoile cutepponov

U.S. export" S lii y inci-vitsed fr'om $3~.7 hilIlionto K6 $.1 billion, or,
P)PI('nt, NPom 1965ti to 1971. At the samne tii,h other menibers of
thle OECD iltvu e iiici'cnsed thlin ('N porIta to these ('01111t ties frot $9.0
billion to $1 4.3 billion, 1)1' 591 percenIt.

Inll or (tepors I A)( 's, COt nPm'silig 89) pei'('(nt Of t he popuilat ion
of he\ .'olmn~t ties withl per iit a in('0i In blow $200,1 1... exIports5 oll
fr-om $1 .7 b~illionI in I 966 to $1 .2 billion inl 1972. At thle oie time, these
same1 ('01111tvrh-A iln'vese their un por-ts fi'oii Ille ot her nma11jol' Develop.
ment Assi.4taniv(e ( omnmitIteet (DlA() dono101s fi-om $2.0 million to $4.3
bijlliot, Th'is decline inl 1.S. expjor'ts ('oitiats 5sl'.j-ly wvith il itiileiise
of 44 vei'ceni iii U.S. exporlt s to all LD1)( s over, thle I 1966.. 1972 period.

Thvi( c'omipositioni ofI 11110(1 U.S. ('xpi)EI's is shown for the 12 hi rgest,
pulrchlisers Inl tilie gr-oli I, ill 'I'zible 3. Inl t erils of br-oad categoriess . 31
ppril(tI of 1).S. exports to t le( gl'01lp HNI'till iigI'i('ltitral goods; 28
fperevlt inl raw and ill einIledioite i111 ilrIos; wind 4 1 percent, are mnnu-
fac t'llre I n1ilneiy Iuildl eqnlipien I . Greller ('(et nil is givenl in thle
table.

Qiiesthin 5. Wh~at i~s the Ieel (of prrt anmd public de bitanS'~fdiflf
for ihmew cotin rC8s ail the ,'euord Yw '"debt rcseheeluliig?''

Answer. As of becemuber 31 1 0, the lost, late for v~'hidi collipJosite
daa are available, the (17 countm'ivr with per- capita incomes of $375
or less had at total external public delbt outstanding (including 1un-
dIisbutrsed) of $40 billion. Of t hi s amtount. $33I billion is in the forum of
deblt, owed to bilateral and multilateral donor01s and institutions and
the remailinder. is owned to private enititieg. The largest, debtors were
India, Pakistan (Bangladesh), and Indonesia. These three coutntries
accounted for $17 of the $40 billion total.

LDC external debt levels aire growing rapidly and have almost
doubled between 1965 and 1970. Debt, service payments are also
growing rapidly, aisgracee per'iodls oin loans mnade in the early 1960s aire
running out.a

Since 1956, ten developing countries have participated in a total of
23 multilateral debt rosce filings. Six of these countries, accounting
for 13 of the reach eduilings fall in the iimdei $375 per capita income
category. (In addition, the U~S. reached a bilateral rescheduling agree-
ment wvith the UA R in 197 1.) Rescheduling neg otiationq with countries
in this category aire currently in process with India, Pakistan/Bangla-
desli, and Ghana.
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While the LDC debt servicing problem is serious It can be managed.,
By providing commercial credits on softer terms than normally
available, the Fund itself will tend to ease the debt servicing burden
in these countries while encouraging them to do business with the
United States rather than turnig elsewhere to develop long term
commercial relationships.

Que tion 6. What are the prospects that these soft loans will be used to
help these countries repay hard loans from other coitntries or international
institutions?

Answer. The dollars flowing out under this program are to be 100'
percent tied to U.S. eXports. 'TO the extent that Fund dollars result
in additional U.S. exports-i.e., purchases from the U.S. the recipient
nations would not otherwise have made-there is no addition to free
reserves that could be u.sedl to repIy loans from other sources. On the
other hand, if the Fluld dollars were 11sed to finance ptw"l a s from the
U.S. that would have been nmmade anyway the do1a's orDdlly in-
fendeirTor that purpose are thereby freed for other uses such as debt
repayment, imports from third comitries, or reserve accumulation. It
is highly likely that the activities of the Fund will generate exports
that are fully additional to the level of exports that would have other-
wise occurred, Edxperience has indicated that in the ease of A.I.D.
commlodity financing, additional ty is in tlie orler of 90 percent for all
Countries blit, is higher than this-aproaching" 100 percent,--in the
poorest .LCDs.

In view of the low and declining U.S. share of the imports of these
countries, their continued growing need for goods in which the U.S. is
competitive, and the heavy dependencn of flese sales on confessional
credits, it is reasonable to expect that the leakage of Fund dollars to
other uses would be minimal.

Question 7. What are the export credit terms of other developed countries
to the poorest of the developing countries?

Answer. It is difficult to compare export terms offered by other
developed countries with those offered by the U.S. because the dis-
tinction between development assistance financing and export credits
tends to be less distinct in those countries than it is in the U.S. with
our two separate agencies-Ex-Im Bank and AI.D. Official credits
offered by other developing countries are often blended with private
credits in varying combinations. The relative competitiveness of
other nations official export credits depends on a ,mix of factors
including the cash down payment required, grace periods, amortiza-
tion period, whether or not som local currency financing is authorized,
as well as interest rates. Table 4 offers a brief summary of the terms
offered by major foreign industrialized countries.

Question 8. Will export credits of the Export-Import Bank likely be
replaced by soft export creditsfrom this proposed new Fund?

Answer. Piocedures would be formulated by the Advisory Com%.-
mittee to insure that the activities of the Fundwold be compatible
with the activities of the Export-Import Bank. It is the intention
of the Administration that the Fund's soft export credits not replace
but be additional to the harder-term credits offered by the Bank
Replacement of Eximbank loans should not in practice pose a serious
problem due to the nature of the Fund and the nature of Eximbank's
current pattern of operations.
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The Export-Import Bank has been relatively inactive in 62 of the
67 countries with per capita income of $875 or less. The authoriza-
tions for Eximbanik direct loans and guarantees to all countries
during FY 1973 totalled $1,258 million. However, 5 of the 67 countries
accounted for $950 million or 75 percent of the $1,258 million author-
ized, leaving only $308 million for the remaining countries. (The five
countries are Turkoy, Aleria, Indonesia, South7Korea, Zaire.)

The terms of Eximbanc lending, which average 10years maturity
and have a blended Interest rate of Export-Import Bank and com-
mercial bank funds which conform to accepted international practice
may, nevertheless prove to be an excessive burden on thie debt
service capacity of some of the countries falling within the $876 or
less per ca pita income bracket. Therefore, the softer ternis of the
Fund coul(I be appropriate for some transactions in many of these
poorer countries.

TABLE 1.-SELECTED ECOI 8MIAQNATA FOR THE POORESTDEVELOPING COUNTRIES

Exim
U.S, exports, Total authorized,

calendar Imports fiscal yr
ONP (per Populallon ONP year 1072 1D71

Country capia) (millions) (billions) (millions) (millions) (mIllions)

Burundl ................
Rwanda ..................
Upper Volta ................
somil ...............
Mal............... ....
Malawi ......................
Niter ....... ...............
Chad. ...............Afghanisa .........
Ethiopis .....................

Zalre ..... ...............
Sup l ......................
urma ..............

Indonesia ... .........
Bangladesh ..................

Dahomey ....................
Lesotho ...............
Tanzania .........
Yemen ..............
North Vietnam ................
India..................
HaIti.... ...........
Srl Lanka .............Botana ...............
Pakistan .............
aos........ .......
mb..............

NIgeria ..............
Suda ..............

a Leone ...........Ujiind ........ .

Onrtonl ....... ..........

Togo ........................
0hina CY')...........

Sv ............... I .......
See footnotes art #nd of tasblie,

4,4
4.0
3.6

14.3
24,6

18.811.1
27.6
115.6
70.2

2.7
.9

13.3

538.1
4.9
12.5
6'

3.0
.4

4.0

5

2.6
9.8i1.6

,3
,4
.3
1.1
1.9
1.6
8.92.2

510

.2

.1

: 4
2,2

67.

1'.4
.1

7.2

.4

6.7
1.9

.2

.2

$1.3 $31.3
1. 3 3.
2.4 '49?: ' :S

12 122.0~o 16.62. '58.8
.7 67.2

17.5 '71.4
24.1 176.9

37.3 s833.0
8.6 44

t0ll 121:5
307.6 1,262.1

(a) (1)
8.4 '75.3
1.7 (

(a) (0)

3 : S 2,112. j

183.0 9111~

114.5 el,18.2

72.7 ,76.a
6.'S 4.

4.5 4.

2.0 " 4.4 1
836.0 121.9 $

73 1.0 11.l5 '.
4.9 .9 45.2 ' 171
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TABLE I.-SELE TED ECONOMIC DATA FOR THE POOREST DEVELOPING COUNTRIES-ContInued

Exim
U.S. exports, Total Ethorized

ONP (per Population ONP most n7
Country capital) (millions) (billions) (millions) (millions) (millions)

Cmaroon ................3walland4 ..................whailend .....................

ut i na ...............
cYPt ....................

Sp pine s ................

LIbria€ ................
Mauritius .............

Jorden ..............outh Korea..............
Tunisia ......................

Honduras ....................
Ecuador ..................

Congrs ...... ..........

I Salvador ...................
urkey ....................
Phane.
Iraq lv........................

North Korea .................
omnca epulc

Gaemal ...................
uan ......................

180

20

210
230

240
240

250
250
250
260
280

280
290
290
300
300

300
310
310
310
320

330
340
350
360
370

6.8
.4

36.2
18.3
33,3

.8

2.3
31.8
5.1
2.4
5.3

2.56,I6:,
14.3,9

3.5
35.2
8.6
4.9
9,7

13.9
21.
4:1
5.2
.7

1,!

7:1

69:1
7.7

.4

.2

.6
7:9
1.3

,7
1.7
1.7

.3
III
10.9
2.6
1.5
3.1

37I.0 5 271.3

'I'° ' t*317,
76.1

35. 1,d 37.0

3.9 111.9
65.2 273.0
735.4 2, 522.1
54.6 462.9
18.3 82.7
.7 292.0

7 .1 193.3
13111 '380
197 J439.97.7 112

5.5 1,2:
73, 9 273,2
300.3 1,537.1
43. 248.822.3 446.8
23,.3 657. 2

4.6 . 52.7.4 ..... 1i" ,882.5

1.9 101.9 12 .
.3 30.0 '132.6

I Financial guarantees and direct credits only.
11971 Import date.
' 1970 Import data.4 196S.

SAO available.

TABLE 2.-U.S. MARKET SHARE AND FINANCIAL COMMITMENTS, BY PER CAPITA INCOME OF IMPORTER

Per.capita Income class
Below $375

excludlng
$375 to Southeet
$1,000 Below $375 Asia

ports fr United States, 1972 (billions of dollars).............. 9, 3,
, Pare percentt). ........ ........ ....... .(2commitments 1972 (billions of dollars5............ ... ... 2. 8)

Percent of Imports from United States5 .. ..................... (24) (62. 4)
Sour as of commitrments (billions of dollars):[A==============================2m .................................................... :2.l

I Lao, Cambodia, Thailand, South Vietnam, South Korea.
I EWads Communist o un and countries not covered by IMF statistics.rat I dea unjri 1 aild fth betwrsn eorjtt andcod f eratio Is only a crude nicatro a act aI reletionshi xt and aid flows, cause aid Is not 100

percent tied, commitments are not fully disburse In the year o comm tment, an( aid amounts lo technical services
whch are not counted as exports.

7.3

4.717,

0

.2
13.1

.6o(I)
0 

)

4.3
12.4
0

5.4

48.6
0

2.6



TABLE 3.--COWOSITION OF U.S. REPORTS TO MAJOR POOREST LOC IMPORTERS OF U.S. GOODS (MAJOR COMMOOITIES) L972

jia ullhous of dollasj

ca uate- South Ploip- so*Sdasdd B ad dwar~im Colomlbia Repubfic Ecuador mila India lodomesim Korea Nigeria Paistan pin Thailand Viduia Tow

Tota Unied Stan:
Dollars--------------------- -------- -314.8 181-3 130.3 101-.3 348.9 306. 7 734.9 114.3 I82.7 363.7 16%.4 317-3 3, 255.6

80.eL------------------ W3 71-2 85.6 70.4 8&.2 W7.8 75.9 818 97.8 77.4 81.1 39.7 8-3
A.02 Daoy products----------- ----------------- 3.1 3.2 Li1 2.3 4.8 2.5 4.8----- .6 2.5 -6 1.7.-----

04 CereaK low ------------------------------ 32.0 14.3 10.8 6.7 51.5 91. 1 246.9 19.6 93.7 56.2 2.4 38712 Tobacm et ------------------------------- 1. 6 4.7 9.6-------------------- .5----------- .4 .7 8.4 35.7 233- -
26 Raw texs -------------------------------- 2.0 -5 L 3 .7 4.0 4L.2 88.9 .8 2.2 17.8 19&1 1I9.12B Metalam ------------ --------------------- .4------------------- -5----------- 24-0----------- 1.5 -4 3.6 -----------33 Petrom prnducs.------------------------- LI I L i11- L 9 6.3 2.6 L 2 1.0 .4 4.7 4.9 3.5-----

B41Aialoils-------------------------- 5.6 1.3 1.3 Li7 7.8----------- 14.2 .9 7.4 -7 ----- 142 Vegeuabe os------------------------------ 2.8 9.3a 4.3 .3 17.9-----------1.0------- --- 14.9 .1----------- 7.1 -----
51 emCbsek 1--e------------ --------------- 24.7 2.0 2.7 6.4 16.5 2.0 8.3 .6 2.0 10.1 6.6 10.3 -----56 Fmzer mangaaL --------------------- 5&8 4.5 1.4 .6 27.7 6.5 1.0----------- 7.7 .8 .4 21.6 - C58 *40bsb rms- ------------------------ 6.9 2.8 1.8 L.1 2.3 2.0 5.3 .2 .4 5.6 is.5 116-------1
64 Paper pvonds--------------------------- 4.3 5.5 15.4 5.0 .9 2.5 1.9 1.4 .4 14.4 1.7 .7------......
65 Yo. abks -------- --------------------- -1.6 9.4 3.7 2.2 . 6.7 L4 2.9 .6 10.4 2.3 111........67 Iran a~d SW------------------------------ 6.0 4-4 3.9 2-0 9.0 7.1 1.5 9.2 14.5 5.9 2.7 X.2---71 Mac soyometcl ------------------------ 78.1 30.8 30. 2 20-0 49.9 67.7 57.7 46.3 9.2 79.4 27.3 24.0 ---

C. 2Elecluicdmhi --e ------------------ 21.5 12.6 6.7 4.8 20.2 15.1 63.0 8.4 4-2 25.0 12.5 14.9 ---73 Tramortatkmio e . - ------------------ 49L.3 19.6 13.9 13.0 79. 2 34.5 36. 7.1 7.9 33.2 10.3 11.2as Proessioniistmueat --------------------- -6.&4 2.2 2.3 1. 8.&6 2.5 7.6 2.8 1.2 5.8 & 38 17

Total 252.-------------------- m9 129. 111. 5 70. 5 307.9 284.5 557.5 101. 5 169.5 281. 4 137.4 34.7 2,635. 4

A. Ageicebnr prouct:
U&~elr 111 ------ --- 7 22.2 21.5 9.0 563 94.1 251.7 20.0 9.0 67.1 X37 1119.7 3W7.0
P69OmL ---- -- 14.5 17.2 19.3 12.8 18.3 33.1 45.1 19.7 56.0 23.8 3.L2 42. 0 33.0

a. Raw miselulst:
U.S dollurs ---- - ------- 60.9 4L-7 36.9 21.9 93.7 70.6 140.7 16.9 52.0 70.9 44.8 113.3 761.3Percua-------------------------------- 24.1 3Z. 3 33.1 31.1 301.4 24.8 25.2 1&.7 30.7 25.2 37. 6 393 3.4A

C. Mamuffcter m Inodch:
----------- -.. .155.3 i2 53.1 39.6 157. 9 119.8 165. 1 64. 6 27-5 1.43.4 53.9 51. 7 L09E1

Poeud--------- ----------- 63.4 50.5 47.6 56.1 51. 3 4z 1 29.7 63.6 13.3 SLO 3X2 1.2 40. 6
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Table 4.-ECONOMIC ASSISTANCE AND EXPORT CREDIT TERMS BY OECD COUNTRIES

Economic assistance Export credit terms

Interest Interest
rates Maturity rates Mturil

Country and agency (percent) years) (percent) (year$)

Canada:
Canadian International Development Agency ........ 0-3. 0 30 to 50............
Export Development Corpr ation .......... . .......................... 6. Up to 20.

france:
Ministry of Economics and Finance ................. 3-4.0 15120 ............
Ministry of Foreign Affairs .......................
Coalse Centrale (e Cooperation Economique ........ 3-5.0 5 120 .............
Banquet rofcalso de Commerce Exterlur............................ 5. 8- 6, 5 Up to 12.

Germany:
Credit anstxlt fur Wiederaufbau..... .......... 2-3.0 22 to 30 7.8- 8.5 810 I6.
Ausfuhr Kredlt Gessellschalt ................................................. 8. 5- .0.5 Up to 15.

Italy,
Medio Credito .................................. 3.0 13 (average).. 6,5 Up to 10.

Japan:
Overseas Economic Cooperation Fund ............. 3-5, 0 20to25 ....................
Eximbank of Japan .......................................................... 4. 5- 7,5 Up to 20.

United Kingdom:
Overseas Development Administration ............. 0 25 .... ............
Exports Credits Guarantee Department ............ 3. 5 Up to 15 6.0 Up to 15.

United tales:
Aid for International Development ................ 2 3 0 Up to 40 ...............
Eximbank ............................ ........................... 60 Up to 15,

Note: Interest rates do not include private financing costs, Insurance, or other fees, some of which might add 2 to 3
percent to the cost of borrowing from the U.S. Eximbank and some other export credit agencies,

ExECUT1VF, BRA C PosI',,o.s-EXPoRT DE:VETI,oPMNiFT

CIt ID)'r FUN)

(Page 19, line 9-Page 25, line 9 of S. 2335)

Sections 801 through 809 of Sttbsec(tion 16(a) of S, 2335 would
('rea te an Export Development Credit Mimid to fiatnce expanded
United States exports to the less(l-developed countries while assisting
those countries in their eonomic development.

'The Executive Branch believes that by providing concessional
financing to less-developed countries, sigtificant export promotion
call o(,ur while, lit ' he N sulne tunle, those Countries are assisted in their
own development. By providing foreign exchange on terms which less.
developed countries can affor, the Fund cati assist U.S. exporters
in entering markets not otherwise available to them and to establish
relationships which will result in iml)ortant comnnercial-tern)s business
il the ftlture, 'his is to the mutual economic benefit of the United
States and the assisted countries. Accordingly, the Execative Branch
supports the enactment of the.se proposed amendments to tle Foreign
Asss t aneo Act.

However, tile Executive Branch requests the following perfecting
amendments:

Subseetion 801(a). Tile Executive Branch strongly endorses *the
provisions of this' subsection which recognize tile developmental ob.
jectives of the Fund. The Executive Branch opposes the authority to
"refinance United States export credits" (page 29, line 8) if such au-
thority is intended to permit extension ol credit to finance transac-
tions undertaken before commencement of operations of the Fund or
transactions which would have occurred in any event absent the
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liability of the Fund. Nor does the Executive Branch propose
uxng the Fund to compete with refinancing facilities already made
available by the Ex-Im Batik. The Executive Branch would prefer
deletion of the refinancing authority in order to dispel any doubt
on this score,

Subsection 801(d). 1The Executive Branch doeq ;iot concur with
subection 801 (d) insofar as it would tr('at the outlays and receipts
of the Fund oitsile the Federal budget. Appropriate budget manage-
ment reyires tht the operations of the Fund, just as the operations of

Food for Peace prograsili under P.1. 480, be encompassed in the overall
Federal budget plaiting proc(Ns.. Any anulogy to the treatment of the
Ex-in Bank is not appropriate; the Bunk is a self-sustaining opera-
tion; the Fund Nvoll not be,

Subsecion 802(b). By authorizing the utse of rI)ayiII|Oft of principal
anl interest on existing foreign issstnve loans to subsidize the
interest rate on loans n11de by the Fund, tile proposed legislation
would result ini a diversion of receiptss eurrntly made availtblo for
development loans for ise by the Fund. The Executive Branch agrees
with tHie prol)os(d use of these reCiipts sinve the Fund ik designed to
serve developnit assistance activities wid since theso receipts will
ultimately accrue to the beitefit of the less-developed nations, How-
ever, in this regard the Sitite Bill (lops not make available certain
additional principal and interest, refllows which are currently returning
to the Treavurv. These rflown--al)lroximatel" $66 million in 1974-
are generated 'from activities of lending agencies operating prior to
1964. They are similar in all major respects to the reflows currently
returning to A.ID. and available'for reprogramming alier 1954. These
additional reflows were made available to fhe Fund under a similar
version of the Bill that was originally ,ont itned in the blouse authori-
zation. 'T*o the extent that these pre-1954 reflows are made available,
diversion from the regular loaii program would be reduced.

As indicated veswhere in this paper, the Executive Branch pro-
posed to coommence Find operations in Fiscal Year 1074. Accordingly,
the Administration proposed that tie Senate Bill include authority to
use pre-1954 reflows to finance Fund operations. This is particularly
important for this fiscal year since the Administration's budget
request for (levelo)ment loans did not assume any diversion of loan
receipts for Fund operations, In or(ler to make receil)ts from loans
made prior to 1954 available until exl)ended for use by the Fund, the
Administration proposes that the following language be added at the
end of proposed Section 802(b):

In addition, dollar receipts from loans made under foreign
assistance legislation enacted before the Mutual Security Act of
1954 are authorized to be made available for utse for purposes
of this section. Such receiptS shall remain available until expended.

Such receipts include receipts from loans made under the authority
of the following legislation:

The Lati America Development Act, as amended.
The Mutual Security Act of 1951.
The Security Act of'1953.
The Indian Emergency Food Act.
The Mutual Defense Act of 1949.
The Economic Cooperation Act of 1948.
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Section 805.
,riTe Executive Branch supports this section. However, in order to

make available for the adinistration of the Fund all those adminis-
trative authorities contained in part. III of the FAA which are now
available to administer to part 1, a subsection (b) ,oduld be added
to section 805 which provides:

The authorities available to aldmiinister part I of this Act or
any portiotl therleof, shaitli be ivitilable to administer this part..

The Executive Branch proposes that the Advisory Committee
established pursuant to Section 805 be chaired by tle Secretary of
(ommerce. l'lh, role of the Atlvisory ('ommit tee w ill be to determine
operating policies for the 1'ii d  tder the foreign policy guidance
of the Seeretim " of Stile. Pa%'t ill tile in ihe iit iul p11ae of Fund
operations, the jpoliy-ma king funetio; of the Committ ee will involve
considerablh attention to dt tailedi aslpcts of Fund operations.

The Executive Branch intends to rest operating responsibility for
the Fund in the Agney for Inteinational Developmlent. This decision
is in recognition of the fact that A.I.D. hias broad exj)erience and
expertise in the in plementation andi ahIiniist ration of financing

.activities similar to those contemplate d by tie provisions creating
the Fund.
Section 806.

This section at horizes the use of borrowing proceeds to cover
losses inc:urredI on loans by, the Fund. 'I'l Executive Branch would
prefer flexibility in determining the extent. to which borrowing a-
thorit'v should be held available to meet the (Trash) requirements
resuitig from any l)otential losses. Ilowever, it doees not propose to
amend this section at this tin1o.

A typographical error exists in lines 5 and 0i of page 24. All of line 5
and the words "States Export Development Cm(etit Fun d for" in
line 0 should be-stricken.

Subsections 16(b) amd (e) of S. 2335 make the Fund provisions
effective -July 1, 1974 and require a detailed plan describing the
proposed or-tatnizattional at operationial methods for implementation
of the Fundto be submitted to the Semtte Foreign Relations Com-
mittee and House Foreign Affairs Comnittee no later than April 15,
1974. The Executive Branch concurs in the desirability of submitting
to the Congress a detailed 1)la of implementation for the Fund before
beginning operation,;. However, it would prefer to commence opera-
tions in this fiscal year. Unless the Fuud is authorized to commence
operations in this fiscal year, funds would not actually become avail-
able for operations uiti completion of action on 1Y 1975 budget
requests. It is not likely, under that time schedule, that Sufflcient
experience .will be gained before submission of FY 1976 authorizing
legislation, to submit desirable changes, if any, in the authorizing
legislation based tlpon accitulated experience.

"Tho Executive Branch w6Uld )refer to begin Fund operations on
or about January 1, 1974. Experience gained in the course of a year
or 50 could then form the basis for chan es, if any are needed, in con-
inoction with the next authorization bill. At the same time, imple-
mentation of this important -now initiative wouhi not be unduly
delayed.
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For these reasons the Executive Branch proposes that~ it be called
upt onl to submit a plan of implementation to the Congress on or about

ovme 1, 1973, and that the authorization to begin Fund opera-
tions commence onl January 1, 1974 or 60 (lays after submission of
such a plan, whichever last occurs Necessary action by appropria-
tions commit tees would be sought, at an appropriate time in this
fiscal year.

fn o rder to impjlemen~t this lprop)051, t he Executiye Brimnch proposes
that Subsectioii-, kb) ai (e) of Sectionl 16 be deleted ald that the
following be inlserted ill lieu thereof:

(1)) Thle wimeidmuet muaude bw subsection 60i of this section
shall take effect oen Januar-y 1,. 1974,f or 00 days after btulnis io i

~f ln of filnplotn('nt a tioui III accordlanco "'ithI subsectioui Wc

(e) Thle Pres4idenlt, shall, 1)1 or1 about No%,embelw 1, 1973, Sumjit
to tile (.otiinit tee oil For'eign) Jlelii bs of thle Senate anld the
("omttiIee onl Foreign Affatirs of the H oumse of Representatives
ai (letile1 plani (lscrilbilg tin' p)Ioposed organizational and1(

o)perationall ilUethiodl for un iplemetalt ionl of tho lflitC'd Staltes
b4i)01jt Dm-elopimet Crmedi t. Fin established by the amnlondmlolit
imua1de In Subsetion (a1) of this sect ion.,


