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Mr. Passman. The committee will come to order.

This is the first session of the annual hearings of the Subcommittee
on Appropriations for Foreign Operations.

Today we shall begin consideration of two items, one a request for
$500 million for Latin America, and the other a request for $100 million
specifically for Chile.

We are certainly pleased to have with us the distinguished Secretary
of the Treasury, the former Under Secretary of State, Secretary Dillon,
who in the past has testified before this subcommittee in behalf of
the budget requests for the foreign aid program, and also, of course,
our former colleague, the distingnished Under Secretary of State,
Mr. Chester Bowles, as well as the other distinguished witnesses.

I should state at the outset that the Seeretary of the Treasury,
Mr. Dillon, informed me earlier that he would have to finish his
testimony by 3:15 o’clock. It may well be we shall not have finished
the questioning by that time; so, if not, we certainly hope that the
Secretary may be able to return at some subsequent date.

STATEMENTS ON FLOOR DURING CONSIDERATION OF AUTHORIZATION BILL

In order to keep the record in proper order, I am sure the members
of this committee and the witnesses present would like to hear a
restatement of the understanding that the membership of the House
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had last year with the distinguished chairman of the Foreign Affairs
Committee. The specific statements will be found on page 17360 of
the Congressional Record, dated August 31, and I shall quote:

Mr. MorGaN, Any requests submitted to the next Congress would be based on
a carefully worked out program and would only be for such amounts as may be
fully justified.

Further, the chairman stated:

Both the authorizing committees and the appropriation committees will have a
look at the program next year, and, as I just said, every project must be justified

Quoting again from the same page:

These programs of social development have not yet been worked out. Before
the United States appropriates funds to assist in these programs, our representa-
tives have told the Latin American governments that it will be necessary to have
specific programs worked out and justified in detail, and, even more important,
that these programs will have to be accompanied by basie legislation and institu-
tional reforms in such matters as tax structure, land tenure, and legal procedure

in order that new facilities provided under these programs may produce the bene-
fits which are intended.

Now, one final quotation:

I think we have a responsibility. I can assure the gentlemen that next year, if
the Democrats are in the majorify and I head the Committee on Foreign Affairs,
a detailed program for Latin America will have to be justified.

I am sure this committee and the witnesses would want these terms
met just as they were stated.
CONSIDERATION BY HOUSE FOREIGN AFFAIRS COMMITTEE

OF APPROPRIATION REQUEST PROGRAM

I might ask at this point whether testimony has been presented to
the House Foreign Affairs Committee justifying in detail each project
l)msonl.cd to this committee, and as understood in the floor debate
ast year would be done?

Mr. Gorpon. Mr. Chairman. I have been working with Under
Secretary Ball in the development of this program. We did have a
meeting with the House Foreign Affairs Committee about 2 weeks
ago. I have forgotten the date.

Mr. Passman. The full committee considered it?

Mr. Gorpon. It was formally a meeting of the Latin America
Subcommittee, but there were present also about half of the other
members of the Foreign Affairs Committee itself.

Mr. Passman. That presentation was in detail, in keeping with the
understanding of last year on this program?

Mr. Gorpox. There was not presented at that time a detailed list
of projects. What was presented was a preview of the sort of presen-
tation which we will be making to your committee, and some dis-
cussion of it.

Under Secretary Ball was present that day, as was Mr. Berle and 1.

We discussed with the Foreign Affairs Committee that day the
statements in the report of the Foreign Affairs Committee last year
concerning the opportunity they would have to look at this again
and consider further legislation, and, as T understand it, there was no
objection to our proceeding directly with the request for appropriation.
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Mr. Passman. Of course, this subcommittee will have to have a
reasonable explanation for the membership. Chairman Morgan’s
language was very specific and to the point. I quote from him again:

Both the authorizing committees and the Appropriation Committees will have
a look at the program next year, and, as I just said, every project must be justified.

That detailed justification is yet to come; is that correct?
INABILITY TO JUSTIFY PROJECTS IN DETAIL

Mr. Goroon. I do not think that it would be possible, consistent
with the kind of program this is, and the administrative arrangements
proposed for it, to have the projects justified in detail before the ap-
propriations are forthcoming.

Mr. Passman. Should we ignore this part of the agreement on the
part of the chairman of the Foreign Affairs Committee?

The chairman of the committee made a clear statement to the
membership of the House.

Mr. Gorpon. This is what the committee said in its report, and this
language we discussed with the committee on the day I spoke of:

The commitiee has been assured that no requests for appropriation of any of the
funds authorized will be made by the Executive until comprehensive programs for
their use have been worked out.  The subcommittee has been further assured that
assistance from these funds will not be provided until the governments which are
to be beneficiary have given evidence of their determination and ability to carry
through the necessary institutional and legislative changes.

The program for the use of the funds is what is before us today.

The arrangements for administration, which are largely for adminis-
tration by the Inter-American Development Bank, provides for the
Bank not actually making loan commitments on individual projects
until satisfactory evidence of the sort described by the House Foreign
Affairs Committee has been forthcoming.

Mr. Passman. I think perhaps we have carried this discussion far
enough; but I believe, however, that this is worth repeating:

Mr. Monrgan. These programs of social development have not yet been worked
out. Before the United States appropriates funds to assist in these programs, our
representatives have told the Latin American governments that it will be necessary
to have specific programs worked out and justified in detail, and, even more
important, that these programs will have to be accompanied by basic legislation
and institutional reforms in such matters as tax strueture, land tenure, and legal
procedure in order that new facilities provided under these programs may produee
the benefits which are intended.

And further:

Mr. MorRGAN—
on page 17361 of the Congressional Record for August 31, 1961—

It is an overall long-range program. 1 can assure the gentleman that the $500
million will not be spent for several years. As I said previously, every dollar
will have to be justified.

Mr. Gorpon. For the actual expenditure, that is so.

Mr. Passman. We understood that this appropriation should be
forthcoming within a matter of hours. If the expenditure is going
to be over several years, perhaps we could have a little more time to
deliberate. : J

Mr. Gorpox. May I distinguish between the problem of negoti-
ating the commitment of the funds and the actual expenditures?
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As many of the projects described in the book suggest, they may
be 5-year programs, or 7-year programs, and indeed & number are.
¥ The expenditures would obviously take place over that time. By
the nature of the long-range program, they cannot be properly planned
unless one is sure at the beginning the total amount is given,

Mzr. Passman. All out of the $500 million?

Mr. Gorpooxn, Yes.

PLANS FOR A NEW FOREIGN AID PROGRAM

Mr. Passmax. I read in the newspapers this morning that Presi-
dent Kennedy will request a major aid overhaul. I am quoting the
first paragraph of a news report:

President Kennedy will send to Congress Tuesday plans for a major overhaul
of the foreign aid program, including a 5-year $7 billion development fund and
bonuses for countries that adopt democratic social reforms.

Do you have any bonus arrangement in this request for countries
which adopt “democratic social reforms?”

Mr. Gorpox. I have never used the word “bonus’ myself.

Mr. Passman. I did not give the President these words.

Mr. Bowrus. The President’s message has not been crystallized yet.

Mr. Passman. I am only quoting what are supposed to be the
President’s intentions. Of course, if the President did not indicate
that, T am sure at the proper time he will say he did not offer bonuses.
But the news report says:

Bonuses for ecountries that adopt demoeratic social reforms.

I can understand there could be some word substituted for
“bonuses,” but “countries that adopt democratic social reforms,” I
wonder if you can clear that up?

Mr. Gorpon. I do not think that is a correct description. I think
you will find the actual intent described in the President’s nmessage
which is still being worked out.

Mr. Passman. [ think it is not inappropriate to have this comment
in the record at this point:

A few evenings ago, I drove downtown and had a congenial taxicab
driver who wished to engage in conversation, and I was accommodat-
ing. We passed a mission. There were about 40 or 50 men standing
out there, poorly dressed, and I asked, “What is this?”

And he said, “A mission. They have services there each evening,
and each one of these individuals who go in, and confess their sine
and agree that they are going to try to reform, they get a hot meal
and a bed for the night. But, in most instances, the same people are
back to confess and accept salvation the following evening.”

I wonder if we might not be getting into such a situation as that?
I wonder if these people might not be somewhat like those going to
the mission. '

Mr. Gorpon. I do not know what the President’s message will say,
but I assure you, so far as our thinking on this program is concerned,
the idea of reward for good behavior is furthest from our thoughts.

What we are talking about here is outside resources essential to
make these kinds of activities work, and not just rewards for good
behavior. We do not regard——
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Mr. Passman. I did not use the word “behavior.” I was quoting
what were supposed to be the President’s intentions:

¥ % * Will send to Congress Tuesday plans for a major overhaul of the foreign
aid program, ineluding a 5-year $7 billion development fund and bonuses for
countries that adopt democratic social reforms.

Mr. Gorpox. I think the reporter is badly informed.

Mr. Bowres. May I see that?

Mr. Passman. That is a wire service report from UPL

Mr. Bowris. That is known as a leak. That is not quite accurate.

Mr. Passman. I hope the President corrects it, then, before we get
too far along in this committee.

Secretary Dillon, we shall be pleased to hear from you at this time.

Mr. Bowres. Mr. Chairman, we have here three statements, one
of which leads to another.

What we would prefer to do, if you feel it is proper, is to read those
through to give you the integrated three views, and then you can
ask questions. I will read mine first and Mr. Dillon’s will follow
after mine.

Mr. Passman. We do not want to be deprived of the opportunity
of asking Mr. Dillon some questions.

You may proceed.

GENERAL STATEMENT OF UNDER SECRETARY BowLes

Mr. Bowres. Last Monday evening President Kennedy enunciated
his proposals for an “alliance for progress’’ with our neighbors in Latin
America. A major element of these proposals—and an essential first
step—is the inter-American program for social progress.

The Congress last September authorized for this program an appro-
priation of $500 million. The President sent to the Congress on
March 14 a message asking that the authorized funds be now appro-
priated as a matter of urgency.

Mr. Dillon will place this program in the perspective of the Confer-
ence of Bogota last September—where he led the U.S. delegation—
and will discuss with you the Inter-American Development Bank,
which is expected to play a key role in the program. Mr. Dillon is
now the U.S. member of the Bank’s Board of Governors.

Under Secretary for Economic Affairs Ball, who had planned to
join in this presentation, is presently in Europe discussing with our
friends and allies there the need for greater participation by them in
the common effort to accelerate economic growth in the underde-
veloped free countries of the world.

Mr. Gordon, who has been working with him in the preparation
of this program, will present the statement Mr. Ball had planned to
make, outhining the plans developed since the Bogoté Conference for
administration of the problem and the types of proposals and projects
which will be eligible for assistance from these funds.

There is also before you the President’s request for an appropriation
of $100 million for Chilean rehabilitation and reconstruction, pursuant
to the special authority provided in the same act of Congress pursuant
to President Eisenhower’s request last summer.

Mr. Mann. the Assistant Secretary of State for Inter-American
Affairs, will speak to that program, together with Mr. Labouisse, the
Director of the International Cooperation Administration. I will say
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at this point only that it is important to our interest in the success of
the Chilean people in completing their recovery from last year’s
devastating earthquake that these funds be made available to them
promptly.

Mr. Chairman, I need hardly emphasize to you the vital importance
to the United States of a Latin America which is independent of alien
influence, and growing in strength and self-confidence.

The natural relationship of the nations of the hemisphere is one of
mutual understanding and cooperation in common endeavors, We
are bound together by the ties of our origins in political revolution
from Old World empires, our heritage of European civilization and
values, and our economic interdependence.

A firm and fruitful partnership, however, requires strength in the
social and economic foundations of all its members—a strength re-
sponsive to the awakened aspirations of the masses of mankind which
characterize our period of world history.

In much of Latin America today, despite the vast human and
material resources of the region, those foundations are not sufficiently
strong.

The Soviets and their allies have left no room for doubt that they
regard the Latin American nations as vulnerable targets for Com-
munist infiltration, subversion, and ultimate capture.

It is for us to demonstrate that a true partnership of free nations
can provide more fully and more durably for man’s basic material
needs and highest spiritual aspirations.

The alliance for progress is conceived as a sustained and systematic
cooperative endeavor to come to grips with these deficiencies.

ORIGIN OF THE PROGRAM

This program has not been conceived in a vacuum. For many
years, the problems of Latin American economic and social develop-
ment have been closely studied by national, regional, and international
agencies working in the American Republics, and by U.S, officials,
foundations, and private citizens.

Special studies made by Members of Congress and commissioned
by congressional committees have helped to lay a firm foundation for a
new concerted effort.

These studies and reports show a remarkable degree of consensus
concerning the basic nature of the problem. While there has been
marked progress in Latin America in certain fields of industry, urban
commercial and financial institutions, mining, and plantation agricul-
ture for export, many millions of the populations have not shared in
this development.

Iliteracy, desperate poverty, ill health and malnutrition, and
appalling housing conditions are widespread, especially in the country-
side. Rapid population growth aggravates these evils. This im-
balance in development results from structures of social institutions—
especially systems of land tenure, taxation, and education—which are
not in keeping with the needs or the possibilities of the 20th century.

There is no simple and uniform pattern. In some countries a
substantial middle class has emerged and in almost all there are new
political forces pressing for constructive social and economic change.
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The new element is not so much the diagnosis as it is the growing
resolve in Latin America itsell to remedy these ills and to do so with-
out delay.

The Brazilian initiative for Operation Pan America gave special
stimulus to hemispherewide attention to these problems. It set in
motion the movement from mere study to affirmative action. The
culmination of this movement thus far is the Act of Bogot4, subseribed
to by representatives of 19 American Republics last September 12.

Without the action of Congress in authorizing the Inter-American
Fund for Social Progress, the Act of Bogota would have been impossible.
Without further action by the Congress to provide funds for this pro-
gram, the Act of Bogota would become merely another empty declara-
tion of vain hopes.

THE NEW PROGRAM

The inter-American program for social progress is a new type of
effort. It isin every sense a bipartisan and nonpartisan program-—a
truly national program in which our people can join with those of the
other American Republics in building for a better future. Originally
proposed by President Eisenhower, it now constitutes a basic step in
President Kennedy’s alliance for progress.

For many years, the United States has provided both technical
assistance and investment funds to Latin America. Technical
assistance was pioneered by the private foundations in the early
part of the century, greatly expanded under the Coordinator of
Inter-American Affairs beginning more than 20 years ago, and
continued in recent years by point 4 and by the International Co-
operation Administration.

A great deal has been accomplished through these programs in
identifying the critical problems of agricultural improvement, public
health, housing, and education and in pointing the way toward
workable methods of attacking these problems. Without this previous
work, the more comprehensive effort now proposed would be
impossible.

As now conducted, technical assistance is on a less than adequate
scale; it is not related to a coherent and systematic design for national
economic and social progress; and it is not backed by sufficient
financial resources, domestic or foreign, for the social investment
needed to make it fully effective.

There has also been a substantial flow of private and public capital
from the United States for economic development in Latin America.
This capital flow has contributed to the building up of mining and
manufacturing industry, power, transportation, and communications.

Such investments are indispensable to the growth of production
and will have to play a large continuing part in Latin American
economic development. It has become increasingly clear, however,
that the benefits of such investments are not adequately diffused to
major sectors of the Latin American societies, especially to the mass
of agricultural workers and small farmers, and that a more direct
attack on these lagging social sectors is indispensable to progress on
a broad front.

These lagging sectors are the focuses of social unrest and political
vulnerability. Although technical assistance and capital investment
have made indispensable contributions, we have now come to realize
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that they alone cannot bring about the improvement in the conditions
of life of the ordinary people with the rapidity which these times
demand.

There must be an expanded effort to strengthen those institutions
which make possible a decent and secure living from the land, ade-
quate health and housing, and widespread educational opportunity.
This is the purpose of the inter-American program for social progress.

What are the new elements in this program? There are four out-
standing ones:

(1) The program is addressed squarely to the critical lags in social
development recognized as urgent by the Latin Americans themselves.

(2) It calls for measures of self-help not only in funds contributed
to individual projects but even more importantly related institu-
tional improvements where needed to promote enduring social
progress.

(3) It is to become part of a sustained cooperative effort, jointly
planned through the Organization of American States and comprising
sound national programs for long-term economic and social
development.

(4) It grows out of the combined thinking of Latin and North
Americans and its administration is to be handled mainly by the
Inter-American Development Bank. a regional operating agency in
which the Latin American part is predominant.

I cannot stress too strongly the importance of this inter-American
institution to the success of the whole plan. The Bank is led by a
Latin American, staffed mainly by Latin Americans, and recognized
throughout the hemisphere as dedicated to the special needs and
problems of this continent.

The difficult problems of institutional improvement related to loans
for social projects can be far better worked out by such a cooperative
institution with its own members than through bilateral means.

It is for this reason that the present adminstration, after carefully
reviewing the proposals made by the former administration, fully
supports the principle of relying on the Bank for handling the bulk
of the funds—a principle also welcomed by the Latin American
representatives at Bogota.

[t is intended to allocate to the Bank for administration as a special
trust fund $394 million out of the total $500 million.

There are, however, activities which should be financed mainly on
& grant basis and for which Bank administration would be inappro-
priate. These fall mainly in the fields of education and training and
public health. In these fields the International Cooperation Admin-
istration has long experience of a type directly applicable to the
expanded program now required.

It is intended, therefore, to assign to the ICA responsibility for
administering the funds for these purposes.

Finally, as President Eisenhower urged to the Congress last summer
and as President Kennedy has urged in his message of last week, it is
of the highest importance that these funds be made available as soon
as possible and in the full amount.

Time is running out in the Americas. The winds of change are
blowing over the continent. Millions of people have come to know
that a better life is possible and they are determined to secure it. It
is important to us, as it is to them, that they may gain this better
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life as free societies, dedicated to the dignity of man and led by
governments of, by, and for the people.

" The Act of Bogoti makes it clear that the: will for progress in
freedom exists. By making these funds available promptly, we will
give assurance that our part in this program is being undertaken in
earnest. By this action we will make it possible for our sister nations
to move ahead with projects of sufficient size and duration to make a
real attack on the most critical areas of social need.

There can be no absolute guarantee of success for this program,
but the alternative to prompt and resolute forward action is certain
catastrophe. I am confident that the Congress will do its part to
help set in motion this alliance for fortifying the foundations of
freedom in this hemisphere.

That completes our statement and leads to Mr. Dillon’s.

Mr. PassmaN. Mr. Secretary, we shall be very pleased to hear
from you.

STATEMENT OF SECRETARY OF THE TrEAsSURY DILLON

Secretary DiLLon. Thank you, Mr. Passman,

As Secretary Bowles said, I am here for an important but a limited
part of this presentation, to present to you what happened at the
Conference at Bogota, which is a necessary background of your con-
sideration and as Governor of the Inter-American Bank, to testify as
to its competence in this field. I have not personally had any part
in and I am not able to testify regarding individual projects which
are being handled by the Department of State as such.

My statement is very short,

Tae Bocord CONFERENCE

The conference held in Bogoté, Colombia, in September of last
ear was the third full-seale meeting of the Committee to Study the
formulation of New Measures for Economic Cooperation.

This group, popularly known as the Committee of Twenty-one, was
first convened by the Organization of American States in November
1958 in Washington, to give specific form and content to Operation
Pan America. This was the name given by the then President of
Brazil to the stirring appeal he had voiced in June of that year for
closer cooperation within the Americas, in order to preserve and
defend Western values of democratic government and personal free-
dom by joining in a concerted attack on underdevelopment and
poverty. The Committee met again in the spring of 1959 in Buenos
Aires and, for the third and last time, last summer in Bogoté.

The Brazilian appeal embodied in Operation Pan America—like the
call of President Kennedy for an “alliance for progress”’—dramatized
the growing desire through the hemisphere for a collective attack
upon the social and economic problems of the Americas.

The U.S. delegation went to the Bogotd Conference with an un-
usually favorable opportunity to present a positive and forward-
looking program to the other American Republics. This opportunity
existed because of the action of the Congress last September in
authorizing appropriation to the President of $500 million to be used
in assisting those Latin American countries which were prepared to
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support programs designed to further social progress in their respective
countries.

Early in the conference, the U.S. delegation introduced a draft
document proposing a great cooperative effort to achieve these goals.
After intensive consideration, based on this draft. the Act of Bogota
was evolved and approved by the Conference. You will find the full
text in annex B of the presentation book.

I should like to stress at this point the emphasis which the Act of
Bogota as finally agreed placed upon self-help measures. The pre-
amble of the act recognizes that the success of a cooperative program
of economic and social progress will require maximum self-help efforts
on the part of the American Republics. Chapter I consists of an
outline of a program for social development in which the participating
countries undertake to examine existing legal and institutional systems
dealing with land tenure legislation, agricultural credit institutions,
tax systems, and fiscal policies as they affect use of land. Similar
examination is called for in connection with measures for improving
housing and community facilities, the reexamination of educational
systems, measures for improving public health, and measures for
mobilizing domestic resources with a view to providing additional
revenues to assist in accomplishing the purposes of the act.

In chapter IT of the Act of Bogotd, the other American Republics
welcome the decision of the United States to establish a special inter-
American fund for social development “to support the efforts of the
Latin American countries that are prepared to initiate or expand
effective institutional improvements and to adopt measures to employ
efficiently their own resources, with a view to achieving greater social
progress and more balanced economic growth.”

The introduction of the U.S. proposal to the meeting rapidly set
the tone of the entire Bogoté Conference. All other topics on the
agenda were subordinated to the task of drafting the “Act of Bogota.”
The tone of the conference was one of enthusiastic and friendly coop-
eration in working out agreement on detailed areas of activity in
which the Latin American countries recognized the need for self-help
measures in support of which the proposed fund for social progress
would provide assistance.

The only discordant note was sounded by representatives of the
Government of Cuba. Cuba did not sign the Act of Bogot4 and will
not be eligible for assistance from the proposed social progress fund
so long as 1t continues to isolate itself from cooperative efforts in this
hemisphere. The Dominican Republic was not present at the
Conference and will not be eligible for assistance so long as it is subject
to economic or diplomatic sanctions by the Organization of American
States.

Chapter IIT of the Act of Bogoté, which deals with measures for
economic development, emphasizes a very important point—that the
social progress program is designed to supplement, not to supplant
in any degree, the essential measures needed for economic¢ develop-
ment.

Social progress and economic development are not separate and
independent efforts. They are mutually reenforcing. Fundamen-
tally, social progress is an added dimension to economic growth—
the dimensions of a broader distribution of the benefits of growth
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and genuine participation in the development process by all segments
of the population. Economic development can take place without
adequate social progress. But sustained social progress cannot take
place without economic development.

I think we will find as the years go by that the Act of Bogota will
be regarded as one of the truly historic documents of human progress
in this hemisphere. It is taken very seriously by the Latin American
countries. One very encouraging development since the close of the
meeting in Bogoth is the agreement of the Organization of American
States and the United Nations Economic Commission for Latin
America to sponsor a long-range program to strengthen Latin Amer-
ican tax systems within the context of the Act of Bogoté. This work
will be carried out in cooperation with the Harvard Law School’s
international program in taxation. The Inter-American Develop-
ment Bank will participate in certain phases of the program. A con-
ference in Latin America on tax administration is planned for this
fall to be followed by another conference on tax policy early next
year.

USE OF THE INTER-AMERICAN DEVELOPMENT BANK AS A PRIMARY
MECHANISM IN ADMINISTERING THE PROPOSED FUND

Secretary Bowles has rightly stressed the desirability of using an
inter-American agency for administering a substantial portion of the
proposed fund for social progress.

When the social development program was presented to the Con-
oress last year it was suggested that a substantial proportion of the

funds available should be channeled through the Inter-American
Development Bank. The same proposal was enthusiastically en-
dorsed by representatives of the Latin American governments at the
Bogots Conference and the Act of Bogoté contemplates that the
Inter-American Development Bank will be the “primary mechanism”
for the administration of the proposed fund.

Operating on the conviction that social progress is an added dimen-
sion to economic growth it appears highly appropriate that the Inter-
American Development Bank, which was created “to contribute to
the acceleration of economic development in Latin America,” should
be entrusted with additional funds to handle this additional dimen-
sion of the problem. Both economic development and social develop-
ment must be carried on with due attention to the total allocation of
a nation’s resources, both those domestically available and those
provided through external assistance. The staff of the Bank is highly
qualified to deal with both these problems.

The Act of Bogati emphasizes necessary improvement of institu-
tions for mobilizing domestic resources. Such improvement will
involve consideration of tax systems, the stimulation of capital mar-
kets, the organization of savings and loan institutions. These are all
areas in which the Inter-American Development Bank and its special-
ized personnel will have particular competence.

The Inter-American Development Bank is already showing its
ability to handle the important functions with which it has %)cen
entrusted. It opened its doors for business on October 1, 1960. By
the end of January 1961, the Bank had received nearly 250 applica-
tions for loans. 1t had selected 108 of these for active consideration as
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representing the most feasible projects and those most likely to con-
tribute rapidly and directly to the development of Latin America.
Under current examination by loan conmittees are some 19 applica-
tions, representing potential loans in excess of $60 million. The
Bank has made its first two loans: one for a municipal water and
sewage treatment project in Arequipa, Peru, and the second—from
its fund for special operations—to the Bolivian Development Corpo-
ration to help finance projects in agriculture, industry, mining, electric
power, irrigation, and land drainage.

The management of the Bank has the full confidence of the United
States and the enthusiastic support of the Latin American countries
which have contributed to its resources and regard it as an institu-
tion wholly devoted to economic advance in the Americas. The
President of the Bank is Mr. Felipe Herrera. He is a distinguished
Chilean who formerly served his country as Minister of Finance and
as general manager of Chile’s Central Bank. The Executive Vice
President is Mr. T. Craydon Upton of the United States who was
formerly Assistant Secretary of the Treasury. All the executive
directors have had broad experience with both the economie and social
problems of the area. Mr. Cordon will explain the arrangements
we have in mind for entrusting the management of a substantial
ortion of these funds to the Inter-American Development Bank.
Ve expect to bene’it from the wide knowledge and experience of the
Bank'’s Board of Executive Directors and from the work of the Bank’s
staff which has already demonstrated high competence and a strong
sense of responsibility both to the sharcholders and to the clients of
the Bank. At the same time, all decisions regarding use of the
moneys entrusted to the Bank from the social progress fund will be
taken by a two-thirds vote of the Board of Executive Directors,
This means that the executive director representing the United States,
who casts over 40 percent of the total votes, will be in a position to
prevent favorable action on any particular loan proposal not clearly
in_harmony with the principles of the Act of Bogota.

Thank you, Mr. Chairman.

Mr. Passman. Thank you, Mr. Secretary, for a very enlightening
statement.

This is a special item in addition to the regular aid program that we
have operating in Latin America?

Secretary Dinron. That is correct.

Mr. Passman. T believe that later, in another bill, there will be an
item for $110 million for the Inter-American Development Bank, in
addition to this request?

Secretary DirLon. That is correct. That is a Treasury item.
That will come up because I am the Governor. We will be prepared
to defend that when it comes up.

Mr. Passman. This is a special item. The Latin American
countries are still participating in the other aid programs.

AMOUNT OF AID EXTENDED TO LATIN AMERICA

Will you tell us briefly the amount of aid we have given to Latin
America, say, in the past 12 months?

Mr. Gorpox. We have a table from the presentation book Mr.
Chairman. Table E-1, under the last tab, table 1, page E~1, at the
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very last of the book. This shows the assistance to Latin America
under these various headings by fiscal years from 1951 through 1960.
Mr, PassmaN. What is the total amount of assistance through 19607
Secretary BowwLes. $3,263,900,000 of which $2 billion approxi-
mately is Export-Import Bank loans.
Mr. GorpoNn. Under the mutual security program for the 9 years,
it is $565 million and for last year alone just under $100 million.

BENEFITS TO TH®UNITED STATES TO BE DERIVED FROM THE ACT OF
BOGOTA

Mr. Passman. Chapter I of the act calls for self-examination on the
part of the Latin American countries; chapter IT welcomes the decision
of the United States to establish a special fund; chapter 111 emphasizes
that this program is not a substitute for, but a supplement to, existing
aid programs in Latin America. My question is: What benefits are
received by the United States through becoming a signatory to the
act?

Secretary Dinron. I think that is a very useful and interesting
question and it certainly should be asked here.

We receive two, 1 think, main benefits. The first one is that we are
interested in economic development in this hemisphere, Mr. Chairman,
which we do not have.

[t is very clear that the type of explosion that has already occurred
in Cuba might very well spread throughout the hemisphere and we
would then find ourselves in a very unpleasant situation here in the
Western Hemisphere.

In this Act of Bogoté, all the Latin American countries who signed
it, which are all of them except the Dominican Republic and Cuba,
pledge openly and freely for the first time to really tackle on their own
a lot of the difficulties that have existed in Latin America historically—
the bad division of land. the unfair, inequitable tax systems, things of
that nature which have to be rectified if there is to be true progress
and which eannot be done by outside money but must be done by
effort internally. By our agreement to go ahead with this we have
given them the courage to agree to take these steps, which are difficult
steps for them.

Secondly, the United States has been somewhat isolated. There
has been a lot of feeling that the United States was not interested
enough in Latin America but that we were more interested in Asia,
Africa, and other parts of the world. I think, as we join in this, the
Latin American peoples will feel once again, if we carry this through,
that the United States is looking to our neighbors in this continent as
people who are at least equally of concern to us, if not a little more
equally, and I think that is to our benefit.

Mr. Passman. I believe that you understand my sympathetic atti-
tude toward this program.

Secretary DinLon. Absolutely, Mr. Chairman.

Mr. Passman. Then, with an outlay already of $3,263 million, and
the aid program still going full speed, did it require $500 million in
additional funds to indicate to those countries that we were couragous
in helping them?

Secretary Diuron. T think so. If you will take a look at that $3
billion figure which was pointed out, something over $2 billion of it
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was in the form of Export-Import Bank loans to promote our exports
which were paid back in dollars. You will know how the Export-
Import Bank operates. It is a very good operation. Plus, T do not
think they looked on that as aid comparable to the type of aid we have
given in the rest of the world.

Mr. Bowres. Over $400 million, I think, was surplus food, too.

Mr. Passman. They should have received some encouragement
from the $2 billion. T wonder if they can’t be encouraged with any-
thing but dollars.

I have received a telegram from some of my constituents, who have
read about the new $600 million. They indicated they supported the
so-called Marshall plan because its purpose was to rehabilitate war-
torn countries. Now, they say, it is turned into an international
charity fund.

Mr. Raoors. Will the chairman yield?

Mr. Passman. I yield.

LATIN AMERICAN REACTION TO PROGRAM

Mr. Ruopes. I read an article in one of the daily papers, shortly
after the President announced this program, in which the reporter
indicated there was some dissatisfaction in the Latin American
countries. They did not think the amounts indicated were enough
and were rather disappointed with this program.

Secretary Dirron. This was announced last summer. When we
first went down there, there was a misunderstanding or a feeling that
this particular program was to take the place of all economic aid: that
there would be no further economic assistance or no further loans for
economic: development, as such, and a number of the countries, par-
ticularly Brazil and Argentina, who were interested in economic pro-
grams, wanted to make sure this was not the case. When we assured
them it was not, as is listed in chapter IIT here in the Act of Bogot4, as
the chairman mentioned, any feeling of dissatisfaction was enthusi-
astically revoked by all the countries.

Mr. Ruones. The timing of the article mentioned was shortly after
President Kennedy had made the announcement of this. The indi-
cation was that Brazil was most unhappy. The only nation happy
with it was Peru. The President of Peru appointed a committee to
go ahead with it.

Secretary Dirron. That is absolutely untrue. 1 was at Bogota.
I visited with the President of Colombia. They are very enthusiastic
about it. TIn Brazil it is true there are certain people who have their
sights set very much higher and have always had that view. Those
people do not really represent the Government. But Mr. Berle
talked with the Government down there and he would know better.
Those people would like a program 10 times this amount. That is
not indicative of the sentiment of the peoples down there.

Mr. Ruopes. It would be interest ing to have Mr. Berle tell of his
conversation with the President of Brazil.

Mr. Passman. The article I read here is an Associated Press article
of March 14, “An undertone of disappointment was apparent.” This
is very recent comment.

Mr. RuEopEs. This is the one T had reference to.
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Mr. Gornox. We, of course, have had reports on the press comment
in Latin America which has been almost universally favorable, the
principal exceptions being from the Communist press or the leftwing
press associated with the Communist press.

[ think it is important to say that some people {rom the leftwing
element, that is to say, if they thought this $500 million was all that
the United States was going to do over a period of years for all pur-
poses of assistance, they would be disappointed. I think that the
disappointment reflects a rather careless reading of the President’s
speech and the President’s message.

Mr. Passman. On page 3 of Mr. Bowles’ statement he said:

The Bank shall give continuous consideration to the institutional improvements
and other self-help measures which the country is making.

They should have gained a lot of encouragement from the United
States advancing this amount of money. It would have been en-
couraging to me, knowing I did not have to pay it back.

PARTICIPATION BY CUBA

What assurance do we have that Cuba will not be a recipient of
the benefits of the Act of Bogotf?

Secretary Divron. Cuba is not a member of the Inter-Amertean
Development Bank and under the charter of the Inter-American
Bank she cannot join it unless she is elected to membership. With
a 41 percent vote on the part of the United States, that does not
appear likely unless there is a substantial change in the Cuban
Government.

We certainly hope for such a change and hope that the time will
soon come when we can welcome Cuba back into the Society of
Free Nations and she could become a member.

Mr. Passman, That answers my next question. Suppose Cuba were
to sign? They could sign if there were a majority vote approving
such action.

(Discussion held off the record.)

VETO POWER OF U.S. REPRESENTATIVE

Mr. Passman. What sa.fof:uards does the United States have
1

that none of these funds will be allocated to any country in which
there is no tangible evidence at this time of self-help or self-reform?

Secretary DiLLo~. The reason for the safeguard on that is con-
tained in the last sentence of my statement where I pointed out
that since all of these things will have to be approved by two-thirds
vote of the Board of Directors, and since the U.S. Executive Director
has 41 percent of the vote, no project can be approved without the
approval of the U.S. Director. It depends on the instructions given
the U.S. Director, and we certainly would not intend to give him
instructions to approve projects in a country which had made no
attempt to fulfill its part of the obligations under the act of Bogot4.

Mr. Passman. Mr. Secretary, I want to say respectfully that coun-
tries have had very little trouble in the past getting our directors on
thése many boards to approve these contracts, so I would not antici-
pate much difficulty on the part of this Bank getting approval.

67615—61——2
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Mr. Gorpon. The language is very clear on this point. Tt has
been carefully explained to the Bank management and the Board of
Executive Directors and has been approved by them tentatively. I
think there is a positive as well as a negative background for seeing
that this is really enforced.

Mr. Passman. 1 believe it will be not unlike the other foreign aid.
We shall all get along, and everything will be nice, but I do not antici-
pate much difficulty on their part in getting just about any program
they want.

Mr. Ruopes. May we have that agreement put in the record.

Mr. Gorpon. It is in the presentation book.

Mr. Passman. Off the record.

(Discussion held off the record.)

Mr. Passaan. I shall not take up any more of Secretary Dillon’s
time. I had a number of questions with respect to our gold reserves,
foreign dollar credits, and, too, I believe we had a balanece of trade
deficit with Latin America last year; and there is much other interest-
ing detail that should be discussed.

We shall do this, however, with other wit nesses, but if we do not get
the answers we shall request the distinguished Secretary to come back.

I yield to our distinguished chairman of the full Committee on Ap-
propriations, Mr. Cannon.

Mr. Caxxox. Thank you. T have no questions,

Mr. Passuan. Mr, Gary?

Mr. Gary. Mr. Dillon, do I understand that this Inter-American
Development Bank is similar to the World Bank?

FISCAL DATA OF THE INTER-AM ERICAN BANK

Secretary DiLLon. This is a different type of organization, My,
Gary, from any bank. It has many similarities to the World Bank.
That is, of its total funds authorized, there are some $400 million by
way of confributions from various countries, $450 million by way of
guarantee authority to guarantee bonds that might be sold publicly
n the same way the World Bank sells bonds publicly. All of these
funds which are called the ordinary funds of the bank are for loans of
exactly the same type as the World Bank makes, loans which would
justify the public’s buying the bonds and the Inter-American Bank
operating in just the same way as the World Bank operates, but with
its attention devoted more particularly than would be possible in the
World Bank to Latin American problems and Latin American affairs
because it is controlled by Latin America.

On the other hand, they have in addition something called the
Fund For Special Operations which has $150 million, of which $100
million was contributed by the United States and $50 million by the
Latin American countries. This is available for a different kind of
operation which is more akin to our Development Loan Fund type
operation, more akin to what is now developing alongside the World
Bank in the International Development Associntion: in other words,
soft loans. So there are two quite different operations,

They also have, which the World Bank does not have, the respon-
sibility of providing technical assistance to the member countries in
developing development programs and also in developing projects,
because they have found the Latin American countries, the less
developed ones, did not have the capacity to engineer properly certain
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projects themselves. So the Inter-American Development Bank is a
place to which they can come to do this.

The Inter-American Development Bank also is supposed to be a
sort of center to which a Latin American country can come with a
problem, and the Inter-American Development Bank can guide them
to other institutions, whether this be the World Bank or whether it
be private institutions. It can help them in reaching the capital
markets of the world to get funds they need.

Therefore, this is a bank which has been formed for Latin America
for the specific needs which are there, and in its ordinary operations
it is similar to the World Bank but it has additional funetions.

Mr. Gary. It is in a sense a bank similar to the World Bank setup
solely for Latin America?

Secretary Dinnon. For Latin America; that is right.

CAPITAL STRUCTURE OF THE BANK

Mr. Gary. What is the total capital of the Bank?

Secretary DinLon. The total capital the Bank has available, not
counting what we are talking about here, would be $1 billion author-
ized. However, it is somewhat less than that beeause of the fact that
Cuba did not join. It may be about $40 million less than it would
have been.

[ can give you the division. It is divided between the hard-loan
section and the soft-loan section.

Mr. Gary. 1 would like a complete statement of its capitalization,
sir, and its purpose.

Mr. Taser. And the name of each country.

Secretary Diznon. We have a list here which T can put into the
record which shows the amounts paid by each country last September
30 and the amounts due next October 31, and the final amounts due
on October 31, 1962,

Mr. Forp. Would it be possible to have that for the members of the
committee tomorrow?

Secretary Dinon. There will be no problem. We shall be glad to
do that. 3

There are plenty of copies and it may be in the justifications. Page
29 shows a summary of this.

Mr. Gary. I would like to ask this be inserted in the record at this
point,

Mr. Passman. Without objection that may be dene.

(The information follows:)
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INTER-AMERICAN DEVELOPMENT BANEK

TasrLe I.—Installments of subseriplions to paid-in capilal stock due pursuant to the
iliments of subseriy I I I
Bank's charter in calendar years 1960, 1961, and 1962

[In thousands of U.B, dollars]

Due Bept. 30, 1960 Dur Oct. 31, 1961 Due Oct. 31, 1902
(20 percent) (40 percent) (40 percent)
Country - |

Dollars 004l e Dollars Local cur- Dollars Local cur-
and/or gold 4 I:th:’ur gold rency |andjorgold rency

515 10, 314

Bolivia. .. : 414 828
5,157 y

1,416
1,415
207

Argentina. . &, 157 10,814 | 10, 314 10, 314
o q

828 R28

Costa Rl
Dominice
B

Honduras.
Mexico. .
Nicarngus.
Panama.
Paragus e :

Paru.__ | 501 | i 1,382
United 8 30, | SR G0, 000 |
Uruguay. : 106
Venesuel | &

Ly e O 23,158 06, 316 46, 316 106, 316 46, 3106
Total capital authorized |
by charter 55, 00 25, 000 | 110, 000 50, 000 110, 000 50, 000

Nore.—The difference between the 2 foregoing totals is explained by the failure of Cuba to become a
member of the Bank in accordance with the e¢harter,
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TasLe IIT.—Contributions to the Fund for Special Operations due pursuant to the
Bank’s charter during calendar years 1960 and 1961

[In thousands of U.S. dollars]

Due SBept. 30, 1960 Due Oct. 31, 1961
{50 percent) (50 percent)

Country o
Dollars Loca] eur- Dollars Local cur-
and/or gold rency andfor gold | rency

Argen
Balivi

wdor. Sl
El Salvador.....
Guatemala
Haiti____
Honduras.
Mexico.....
Nicarng
Pannms
Parag
Peru..._ 5
United States__
Urnguay. .
Tov

1,381

Total e o L
Total F pecial Operations
d hy:‘]ulrlcr.__..._._________....__ [ 52, 500 12, 500

11, 570

62, 500

Nore.—The difference between the 2 foregoing totals is explained by the failure of Cuba to become o mem-
ber of the Bank in accordance with the charter.

TasLe IV.—Statement of coniribution quotas to Fund Jor Special Operalions,
Dee. 31, 1960

(In .8, dollars]

|
| Contributions received

Percent. | Total Nonnego- Amounts
Member of subseribed tiable, non- receivable
total quota 3 Member interest- in future
currency | bearing
demanid

notes

2,552,715
204, 930

10, 314, 000 ’
2,832, 000
2 830, 000
414, 00O 103, 500
n = 562
Ecuador._..__. FEREE . 138, 000
El Salvador........____ .28 414, 000 103, 500
Guatemala S o 552, 000
Haltlc_ . . - .28 414, 000
= =l - D 414, 000
6, 630, 000 |
414, 000 4 12 P e T
414, 000 ( 1,035 102, 465
414, D00 L 103, 500 |. .

1, 882, 000 345, 500 9, 455

100, 000, 000 | 50,000,000 | _______
Uruguay....-... . < 3, 000 e 800
Venezuela = . 75 . 1, 381, 500 13,815

T34, 045

g S, L 100, 00 146, 316. 000 | 61,441,552 | 6, 504, 660 | 4, 840, 340 [

Nore.—At Dec. 31, 1960, the Dominican Republie had not met the full requirements for the payment
of its quota contribution to the Fund for Special Operations, which was due not later than Sept. 30, 1960,
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Mr. Conte. Does this chart show what percentage is hard currency
and what is soft currency?

Secretary DiLron. We will give you all of these figures. In the
ordinary paid-in capital about 70 percent is in dollars and 30 percent
in Latin American local currencies. In the “Fund for sp(-{'iul] opera-
tions” about 84 percent is in dollars and 16 percent in Latin American
local currencies.

The basis on which the Bank operated, the basic agreement of the
Bank was that every country would make the payments it was sup-
yosed to make, 50 percent in gold or dollars, and 50 percent in their
ocal currency.

For the United States, our local currency is dollars, so we pay 100
percent in gold and dollars. All the other countries pay 50 percent
i gold or dollars and 50 percent in their own local currency.

PAID-IN CAPITAL

For the hard loan portion of the Bank, the capital due to be paid
in was $400 million, always less the small amount which was due for
Cuba, and I do not have that exaet figure readily available, but I
will give it to you tomorrow morning.

Mr. Gary. And will you insert that in the record at this point?

Secretary Dinton. Yes, sir.

(The information requested follows:)

The paid-in portion of the Bank’s eapital originally authorized in the charter,
was $400 million. Of this, the quota assigned to Cuba amounted to $18.4 million,
Since Cuba is not a member, the present authorized paid-in capital of the Bank
amounts to $381.58 million.

Secretary Diunon. Of this $400 million, the United States is putting
up a total of $150 million.

Mzr. Forp. Off the record.

(Discussion held off the record.)

Secretary DinroN. This $400 million is due to be paid in, 20 percent
last September, 40 percent next October, and 40 percent in October
of 1962, This is for the payment for the capital of the Inter-American
Bank.

Mr. Forp. Where was the $150 million derived from that we are
not talking about today?

Seeretary DiuLon. Part of this was appropriated by Congress last
year.

Mr. Forp. That has been paid?

Secretary DiuLon. It has.

All of these different amounts, the 20 percent last fall, and the total
amount the United States will put up, is $150 million. Last fall $30
million was paid, and what is being asked for this fall is $60 million,
and a year later there will be another $60 million.

In addition to that, and this is the hard currency part paid in, the
other countries put up $250 million, of which $125 lnillli(m is in dollars
or gold and $125 million in their own local currency.

CALLABLE CAPITAL

In addition there was a provision that there would be $450 million
of callable capital of the bank, which is similar to the callable capital
of the World Bank, which would be used only to make good obligations
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which the Bank itsell had sold in public market, just in the same way
the World Bank sells obligations in the public market.

The World Bank sells bonds in New York and gets its money in
that way.

They are able to do that because there is very substantial guarantee
authority behind that.

Of this $450 million guarantee authority, $200 million comes from
the United States, and in the appropriation last year that entire
amount of guarantee authority was appropriated.

Mr. Gary. We put up $200 million of the $450 million?

Secretary Diron. That is right. That entire amount already has
been appropriated although there is no expenditure from it.

Mr. Gary. What do you call that, callable capital?

Secretary DinLon. Yes, sir.

Mr. Gary. That is $450 million, and the Federal Government has
put up $200 million of that?

Secretary DiLon. That is right.

Mr. Gary. That has already been appropriated, all of it?

Secretary DiLoN. Yes, sir. You have no money to spend under
that. That is merely something we are able to pledge mu_]l it will not
be put up until such time as the Inter-American Bank, first, is able
to sell their bonds to the publie, second, makes loans on that money,
and third, unfortunately it doesn’t get paid back. If they operate
like the World Bank and get paid back it will never be called on.

Mr. Gary. We have authorized that but it has not been appro-
priated?

Secretary DiLLon. Authorized and appropriated.

Mr. Gary. But the money has not actually been taken out of the
Treasury?

Secretary DinoN. We hope it will never be.

Mr. TaBer. Was that in this bill last year?

Secretary Dmron. Not in mutual security but in the Inter-Ameri-
can Bank bill.

Mr. Gary. What about the soft loan?

FUND FOR BPECIAL OPERATIONS

Secretary Diron. On the soft side we have $150 million, of which
the United States puts up $100 million and the other countries $50
million.

Again these payments, the $50 million from the other countries,
come half in dollars and half in local currency.

This amount was payable half last year, and we put up our $50
million of that $100 million, and another $50 million, the final half
of it, is payable this October. We owe another $50 million under that,
and it is that $50 million and the $60 million for the hard capital that
makes up the total of $110 million which was in the other bill which
will come before you later on.

Mr. Gary. The $400 million hard capital is supposed to be used
for sound, hard loans such as are now being made by the World Bank?

Secretary Diznon. That is correct.

Mr. Gary. And their experience in those loans has been very good
as I understand it. They have had very few losses in their hard loans.

Secretary DiLroN. I do not think the World Bank has had any
losses so far.
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Mr. Gary. No losses whatever?

Secretary Dinron. That is right.

Mr. Gary. The $150 million in soft capital will be used for soft
loans?

Secretary Drinnon. That is right.

Mr. Gary. Repayable in local currencies, and as to some of them it
is questionable whether they will be repaid at all.

Secretary Dinnon. The $150 million of the special fund is not soft
capital because $125 million of it is in gold or dollars.

Mr. Gany. They will not be as sound a form of loan as the $400
million type of loan?

Secretary DiLronx. We expect they will be equally sound as far as
projects are concerned, but they will be made in places where the
country itself may not have the foreign exchange readily available to
repay in dollars. Also they may perhaps more approach the field of
loans for health or education purposes which are not strictly economic
development as is the other type.

LOANS MADE TO DATE FROM SPECIAL OPERATIONS FUND

The Bank has made two loans so far, one from the hard loan side
which was made in Peru for something like $3,900,000, which was for
a water and sewage system in southern Peru, the big town of Arequipa,
where practically the whole population had been living for some time
without water. Of that, $1,450,000 was in dollars and $2,450,000
was in Peruvian local currency.

The other loan made so far was to Bolivia. This is the type of loan
made out of this Special Operations Fund because Bolivia’s credit
now is not very good. Bolivia has good projects, things they need
to do, but the ability to repay in dollars is not very clear, so they were
given a loan from this Fund for Special Operations to be repayable in
Bolivian local currency.

Mr. Gary. Very well.

Mr. Gorpox. The Bolivian loan includes dollar repayments at the
end of it. Under the Fund for Special Operations the Bank has the
option of asking for repayment in local currency or hard curreney or
a mixture of the two. In the Bolivian case it is a mixture of the two.

Mr. Passman. Was a loan not made to Bolivia from the Develop-
ment Loan Fund?

Mr. Gorpox. I am not sure of that.

Mr. Forp. You said the Bank has the right to ask for an option.
Is there any assurance that if they requested such repayment that it
has to be in hard currency?

Secretary Dinron. Whatever is written into the loan is the agree-
ment. In this case the agreement was partly for repayment in dollars
and partly in local currency. It is a question of negotiation.

Mr. Gorpon. It is an option the Bank has in negotiating a loan
agreement. In this case the actual agreement negotiated for pay-
ments during the first 5 years in local currency, I believe, and the
later installments were to be in hard currency.

Mr. Forp. Categorically. Repayment in the latter part of the
contract shall be in dollars?

Mr. Gorpox. That is right.
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EXECUTIVE DIRECTORS OF THE INTER-AMERICAN BANK

Mr. Gary. Will you at this point in the record place the names of
the officers and directors of the Inter-American Development Loan
Bank, and opposite each give the countries from which they come and
the countries they represent?

Secretary DiLLoN. They do not each represent the countries from
which they came.

Mr. Gary. That is right.

(The information requested follows:)

INTER-AMERICAN DEVELOPMENT BAnk ExmcuTive DIRECTORS

Ignacio Copete (represents Colombia,! Chile, and Venezuela). general marager of
a leading commercial bank in Colombia; general manager of the Central Bank
of Colombia; president of the Colombian Banking Association; Governor of
the World Bank and International Monetary Fund; professor of law.

Robert Cutler (represents the United States): president and chairman of the
board, Old Colony Trust Co., Boston; brigadier general, USA ; Special Assistant
to President Eisenhower for National Security Affairs; attorney at law.

Lucien Hibbert (represents Haiti ! and Panama): president of University of Haiti
and dean of faculty of science; Secretary of 'l‘ru:umr_\' of Haiti; Secretary of
Agriculture and National Economy; Ambassador to the Organization of
American States.

Cleantho de Paiva Leite (represents Bolivia, Brazil,! and Eeuador): Head of
National Economic Development Bank of Brazil; Chief of Cabinet, Ministry
of Public Works and Transportation; adviser to Brazilian Government, loan
and financial studies in Brazil, United States and England; graduate of Uni-
versity of Recife Law Faculty.

Raul Martinez Ostos (represents Costa Rica, Dominican Republic, Guatemala,
Mexico,! Nicaragua, Paraguay, and Uruguay): Deputy Director General of
Nacional Financiera, Mexican development agenecy; chief of audit department,
Bank of Mexico; Executive Director, International Monetary Fund: director
of financial studies, Ministry of Finance; attorney at law.

Mario Osear Mendivil (represents Argentina! and Pern): Under Secretary of
State for Finance of Argentina: General Manager of Finance Ministry; adviser
on monetary policy, Central Bank of Argentina; national public accountant.

Alfonso Rochae (represents El Salvador ! and Honduras): Minister of Economy
of El Balvador; professor of ecoromics, University of El Salvador: manager,
Mortgage Bank; Director General of Customs; adviser to number of develop-
ment banks in Latin America; doctor of law.

Mr. Gary. I believe you said something about the United States
having about 40 percent of the votes?

Secretary DiLron. The United States has 41.8 percent of the vote
in this Bank.

Mr. Gary. Is that similar to a stockholder’s vote?

Secretary DiLron. Exactly similar to the World Bank where votes
are weighted based on the contribution that each country makes to
the capital of the Bank, and based on the size of the capital contribu-
tion, not counting the Special Fund.

Mr. Gary. It is the vote of the Bank that determines the policy?

Secretary Divron. That is right.

Mr. Gary. What percentage of the Board of Governors or Directors
do we have?

Secretary Druron. We have one Governor but he casts 41 percent
of the votes.

Mr. Gary. Even in the actions of the Board of Governors?

Secretary Dinron. That is right.

! Indicates country fram which executive director was elected,
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Mr. Gary. So we have 41 percent of the vote on all the actions
of the Board of Governors of the organization?

Secretary Ditrox. That is right. In the case of the Fund for
Special Operations, where we have made a far bigger contribution,
it takes a two-thirds vote to approve anything.

Under this agreement, if this appropriation of $394 million is given
to the Bank to administer under this agreement, that will be ad-
ministered under the same terms where it takes a two-thirds vote.

On the other hand, under the ordinary operations of the Bank,
similar to the operations of the World Bank, the hard loan operations,
it takes only a majority vote and we have 41 percent. Theoretically
there we do not have absolute control but a very influential vote.

Mr. Gary. By whom are the Governors named?

Secretary Diuron. The Governors, of which T am the U.S. Gov-
ernor, are named by each country and they represent their country,
and they meet once a year exactly in the same way as the Governors
of the World Bank meet once each year.

In addition to that, there is a Board of Executive Directors named
also by certain governments, and arrangements have been worked
out on a weighted basis whereby the United States is the only country
which has one Executive Director. All the other six Executive
Directors represent more than one country. When we give vou the
list of people we will indicate what countries they represent.

Mr. Gary. A list of the Executive Directors, also?

OFFICERS OF THE INTER-AMERICAN BANK

Seeretary Dinnon. The Executive Directors and who they repre-
sent. A Mexican also might represent Guatemala, in fact he does
represent Guatemala, and a number of other Central American
countries.

(The information requested follows:)

Presient, Execurive Vice PresipeEnT, aAND DeparTvmeNT HEeADs

Felipe Herrera, president (Chile): Minister of Finance of Chile; General Manager
of Central Bank of Chile; Governor of World Bank; Executive Director of
International Monetary Fund; attorney at law and social scientist.

T. Graydon Upton, executive vice president (United States): Viee president,
Philadelphia National Bank; president of Bankers Association for Foreign
Trade; Assistant Secretary of the Treasury; Executive Director of World Bank;
I}i}r{:r-finr of Development Loan Fund; A.B., e.l.,, Harvard; Harvard Business
:'.‘?{_’. 1001.

Ewaldo Correia Lima, chief, loan division (Brazil): Director of National Devel-
opment Bank of Brazil; Head of Economie Department of National Confedera-
tion of Industry; professor of University of Brazil; economist, Ministry of Labor.

Manuel Noriega Morales, chief, technieal assistance division (Guatemala):
President of Bank of Guatemala; Minister of Economy and Labor; Governor,
International Monetary Fund; professor of public finanee, money, and banking.

José C. Cdrdenas, chief, economic division (Ecuador): Deputy Director of
Central Bank of Ecuador; Director of Economic Research Department of
Central Bank; Member of Advisory Committee to Ministry of Finance; Director
(él' I‘:N(Elh:lltg{'. Department of Central Bank; Member of National Economie

ouncil.

Bernardo F. Grossling, acting chief, engineering division (Chile): Analyst,
technology and geophysies, Standard Oil Co. of California; teehnical adviser
on exploration, National Petroleum Co. of Chile; engineer, Chilean Government
Development Corporation; professor of eloctrical technology, University of

Chile.
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Rollin 8. Atwood, chief, division of special operations (United States of
America) (Among other functions, this division is charged with preparatory
work for the Special Fund for Social Progress): Regional Director for
Latin America of International Cooperation Administration; Chief, Office of
South American Affairs, Department of State: professor of business administra-
tion and director of Inter-American educational program, University of Florida,

Elting Arnold, General Counsel (United States of America): Chief, Foreign Funds
Control, U.8. Treasury Department; Assistant General Counsel, U.S. Treasury
Department; attorney at law.

Robert B. Menapace, former Executive Viee President of Bank and now
Consultant on Finance (United States of America): Vice President for Latin
American operations, Guaranty Trust Co.; Deputy Director, Development,
Loan Fund; colonel, U.8. Military Government in Italy and Codirector,
Finance Subcommittee of Allied Commission; assistant vice president for
foreign loans, Guaranty Co.

Jorge Hazera, Chief, Division of Administration (Costa Riea): Minister Counselor
and Commerecial Attaché, Costa Rican Embass , Washington: Alternate
Executive Director, International Monetary Fund; Costa Rican Ambassador-
Representative to Inter-American Economic and Social Couneil.

Lambert E. Jones, Acting Treasurer (United States of America): Chief
Accountant, Loan Officer and Deputy Chief, Division of Private Capital
Participation, Export-Import Bank; auditor, Social Security Board: accountant.

Pedro Irafieta, Secretary of the Bank (Chile): Chief, Division of Economie
Research, Pan American Union; professor of economic theory, economic develop-
ment and planning, Inter-American Statistical and Finanecial Center, Santaigo,
Chile; professor of economies, University of Chile.

Michael Lever, Acting Chief, Office of Information (United States of America):
Public relations director, Guggenheim Bros., Santiago, Chile; professor of
public relations, University of Chile; Public Information Director, Organi-
zation of American States; writer and editor, Coordinator of Inter-American
Affairs; public relations consultant to Latin American governments and U.S.
firms operating in Latin America.

Eduardo McCullough, Internal Auditor (Panama): Deputy Comptroller General,
Government of Panama; Chief Administrator and Director of Accounting,
General Audit Department, Government of Panama.

Mr. Gary. By whom are the officers of the Bank elected?

Secretary Diuron. The President is elected and approved by
the Board of Governors. The Executive Vice President is appointed
by the Board of Executive Directors on the recommendation of the
president.

Mr. Gary. They select the employees?

Secretary Dinron. That is right.

Mr. Gary. Are there any Communist countries or Communist-
controlled countries connected with this Bank in any way whatever?

Secretary Dinron. In no way whatever.

Mr. Ruopes. I wonder if you would also ask for the background
of the members of the Board of Directors.

Secretary DiLLoN. We have that available and that will be given
in the list.

BASIS FOR SELECTION OF BANK TO ADMINISTER THE LATIN AMERICAN
FUND

Mr. Gary. What relation does this $500 million you are requesting
now have to the Bank?

Secretary Dirron. The relation with the Bank is this: In talking
with the Latin American countries as to how this Fund for Social
Progress could be best handled, we and the Latin American countries
felt that the best way to handle this would be through the Inter-
American Bank for the major part of it, at least for that part of it
which could be given on the basis of loans. So we have drawn up,
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and I am not well enough informed to testify on the details of this
but Mr. Gordon is inasmuch as he has been negotiating it for the
United States, a very complete memorandum of understanding be-
tween the United States and the Bank under which this would be
utilized.

What we are proposing here is that if this $500 million should
be appropriated $394 million of it would be transferred to the Bank
for it to utilize.

Mr. Tasgr. Over what period?

Secretary DiLuoN. That is what I was coming to.

Mr, Tasger. Do they have a right to do it during this fiscal year,
the coming fiscal year, or 7 or 8 more years?

Secretary Dinron. That is what I was coming to, Mr. Chairman.
The way we plan to utilize that is that we would, by signing the
agreement here with the Bank concerning how this would be utilized,
obligate these funds. They would, however, be held in the U.S.
Treasury in a special account and would be disbursed only as there
was actual need for the expenditure for a particular project that has
been entered into by the Bank.

It would be spent over a period of time. It is not specified but it
would depend on the speed with which the Bank could find useful
projects and which countries in Latin America complied with necessary
prerequisites of obtaining the funds, that is moving in some area of
reform.

We would hope and expect that if the Latin American countries
moved rapidly it would take perhaps 2 years to expend these funds.

Mr. Gary. This would not become part of the funds of the Bank
itself?

Secretary Dinnon. Not at all.

Mr. Gary. It would not become part of the $400 million for hard
loans?

Secretary Ditron. That is right.

Mr. Gary. Or of the $150 million for soft loans?

Secretary Dinnon. No. It would be a separate fund entirely.

Mr. Gary. And it would be a fund owned by the U.S. Government?

Secretary Diuron. That is correct, and administered for it by the
bank.

Mr. Gary. The bank would make the loans from this fund as an
agent of the U.S. Government?

Secretary Dirvon. I think that is correct.

PLACING OF REPAYMENTS INTO REVOLVING FUND

Mr. Gary. When the money is paid back to the Bank then that
money would remain the funds of the United States rather than the
Bank?

Mr. Gorpon. On this point it is proposed, with respect to repay-
ments, that the repayments would go back into the trust fund and be
available for further use in accordance with the same agreement.
They would not come back to the United States as long as the trust
agreement lasted. It would not come back to the United States for
general purposes.

Mr. Gary. I understand that.
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Mr. Gary. It would be a revolving fund but a revolving fund
belonging to the United States. Could we not withdraw from that
fund anytime we wanted?

Mr. Gorpox. We can terminate the trust agreement.

Mr. Gary. If we terminate the trust agreement, then the trust
funds do belong to the United States?

Mr. Gorpon. That would be my understanding.

Mr. Forp. Is that a unilateral right?

Mr. Passman. No; there is a misunderstanding. This contradicts
- prior testimony.

Mr. Gary. Let us get it straight. T am trying to get the facts.

Mr. Ruopgs. If the gentleman yields, T have been reading ahead
on Secretary Ball's statement and on page 3 it definitely states that—
The United States, in advaneing funds to the Inter-American Development Bank,
will not expect repayment of funds to the United States.

Mr. Gary. That is true. but they expect repayment into this
trust fund. That is a revolving fund and would be reloaned.

Mr. Ruopes. There is nothing here about that and there is nothing
that I see which gives the United States any legal right to terminate
the agreement and recover its money.

Mr. Gary. That is the point.

Mr. Gorpon. May I point out the relevant position? This is on

page C-8, section 6.02,
* * * If at any time it appears to the Administrator or to the United States
that the fund is no longer necessary or that the purposes of the fund can no longer
be appropriately or effectively carried out, the parties hereto shall forthwith
consult with one another. If a decision to terminate the agreement is reached
or if no decision is reached within 30 days, or pursuant to article 10, the Bank
suspends and terminates the operation,

Then it goes on to say that the operations of the fund shall cease.
That includes if no decision is reached within 30 days, and then the
operations of the fund shall cease and its liquidation shall be com-
menced unless both parties agree on another course of action.

I think it is quite clear that if we decide to liquidate within 30
days after that decision, a liquidation would take place and the funds
would become our property.

Mr. Passman. Would the gentleman yield?

Mr. Gary. Yes.

Mr. Passman. I wonder what the Members of Congress and the
American people reading Mr. Ball’s statement, at page 3, would think.

Mr. Gary. Whose statement,?

Mr. Passman. This is from Mr. Ball’s statement.

Mr. Bowres. We have not yet given it.

Mr. Passman. 1 know, but this is a quotation from it:

The United States in advancing funds to the Inter-American Development Bank
will not expect repayment of funds to the United States. Our hope and expecta-

tion is for repayment in the inereased strength and growth of democratie institu-
tions in the free societies of our Latin Ameriean neighbors.

That is certainly an indication that, there will not be any repayment
of funds.

Mr. Gary. That is true. They have stated that unless the fund 18
abandoned
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Mr. Passman. Perhaps I am too much of a realist.

Mr. Taser. We ought to have a copy of the statute and the
agreement to look at.

‘Mr. Gary. The agreement is in the record, Mr. Taber.

Mr. Taser. Yes.

Mr. Gary. The money will be loaned from this fund by the Bank.
It will be collected by the Bank and paid back into this fund and
remain in that fund to be reloaned unless the U.S. Government at
some time decides to abandon the trust, but if the United States
abandons the trust then the money is the property of the United
States.

That is all.

Mr. Passman, If there is any left.

Mr. BowrLes. We do not expect that to happen

Mr. Gary. That is not the purpose of it, but I simply want to get
the facts in the record. The committee can then draw its own con-
clusions but I do want to point out what the facts are.

That is all I am after.

That accounts for $394 million and that leaves 100

Secretary Ditvon. The additional part is——

Mr. Gary. $106 million?

Secretary Diuon. The $106 million is an affair purely of the
Department of State. I can tell you what it is for.

They plan to assign $100 million of that to the ICA for either grants
or loans, probably primarily grants, which are not appropriate for
lending. That wall be primarily in the public health and educational
fields. Then $6 million of that they plan to utilize to strengthen the
secretariat of the Inter-American Economie and Social Council so they
can utilize this to help the Latin American countries prepare basic eco-
nomic development plans for each country, so they can feel sure they
are going on the right path rather than wasting funds.

Mr. Gary. Do I understand the contributions to the Bank of $400
million and $150 million, which you have outlined, were agreed upon
at the Conference at Bogota?

Secretary Diunon. No, sir; the Inter-American Bank was set up in
1959 and it was agreed upon then. First, it was ratified by all of the
various member countries during the course of 1959. The first meeting
after ratification took place in February 1960 at San Salvador, which
I attended as the alternate Governor for the United States, and Secre-
tary Anderson was the Governor. At that time arrangements for
electing the Executive Directors, and things of that uallm- were
adnptvcl The time was set for paying in the various funds, and last
year all of the countries through their own legislative action appro-
priated the necessary funds and made payments to take care of the
20-percent payment of the regular funds that were due on September
30, and the 50-percent payment of the Special Fund that was due on
September 30. They also set the dates for further appropriations to
fill up these two funds, of which 40 percent of the regular funds and
the second half of the Special Fund is due this year in October.

The final 40 percent of the regular fund is due in October 1962.

BOGOTA CONFERENCE

Mr. Gary. With respect to any of these funds, what was agreed on
at the Bogoti Conference?
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Secretary DiLron. At the Conference in Bogoti, what was agreed
on was that we in the United States told the Conference that it was
our intention, based on authorizing legislation, to establish an Inter-
American Fund for Social Development. It was in the Act of Bogoté,
article I1, which reads:

The delegations of the governments of the Latin American Republics welcome
the decision of the Government of the United States to establish a special Inter-

American Fund for Social Development with the Inter-American Development
Bank to become the primary mechanism for the administration of the funds.

Then it went on to say:

It is understood that the purpose of the Speecial Fund would be to contribute
capital resources and technical assistance on flexible terms and conditions, in-
cluding repayment in local currency and the relending of repaid funds. Also, in
accordance with ug)propriutc selective eriteria and in the light of resources avail-
able to support the efforts of Latin American countries that are prepared to
initiate or expand effective institutional improvements, and to adopt measures
to employ efficiently their own resources with a view to achieving greater social
progress and more balanced economic¢ growth,

You will note that there are no figures. :

They were well aware that what amount of money actually went
into this Fund was something which the U.S. Congress would have
to look at further in the light of what happened at Bogota and in the
light of the programs that were developed and that such appropria-
tions would come at a later date.

They were well aware they would have to perform——

Mr. Gary. The $394 million is the fund you propose to set up now
in compliance with that statement; is that correct?

Secretary Dinron. No, sir; the whole $500 million would be in com-
pliance with that statement, but the $394 million would be in com-

liance with the part of it that says the Inter-American Development,
%ank would be the primary mechanism for the administration of the
Fund. It is our feeling that with approximately 80 percent of it
going through the Inter-American Bank that satisfies the words
“primary mechanism.”

When I testified last year on the authorizing legislation, I indicated
that probably it would be 80 to 85 percent through the Inter-American
Bank and the rest would probably go through ICA where the grant
programs were.

Mr. Gary. The $500 million Fund you are now requesting is to
carry out this agreement that was reached in Bogota?

Secretary Diuron. Of course, the countries at Bogotd were aware
of the figure of $500 million because they were all very much aware
of the passage of the authorizing legislation.

Mr. Passman. Advance notice?

Mr. AxpreEws. Will the gentleman yield?

Mr. Gary. Certainly, Mr, Andrews.

Mr. AnprEws. Mr. Secretary, that is what I wanted to ask you.
You said no figures were mentioned at the Conference at Bogota, but
you did have an authorization of $500 million?

Secretary DitLon. That is correct, and they were all aware of that.

Mr. AnprEws. The $500 million would put our country into this
program through the capital of the Bank and those other figures you
mentioned—the $1.5 billion; would they not?

Secretary Dinnon. It is $950 million which would be the total.
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Mr. Gary. Including the $200 million you do not expect to use
but which is a guarantee?

Secretary DiLLon. That is right.

Mr. Anprews. That is a total of $950 million?

Secretary Diuron. Including the $200 million we do not expect
to use.

Mr. Gary. $750 million of which would be actual appropriations
and money to be paid out?

Secretary DiLron. That is correct.

Mr. Gary. Thank you.

NO EXPECTATION FOR RETURN OF FUNDS TO U.S. TREASURY

Mr. Passman. It still follows, as we are considering this $500 million
for this Inter-American Development Bank, and other aid programs,
that it is not expected that any of this money will ever be returned to
the U.S. Treasury; is that a statement of fact?

Mr. Gorpox. [ think that is so,

Mr. Passman. Regardless of how much we dress it up, it is $500
million?

Mr. Gary. Would the gentleman yield?

Mr. Passman. Certainly.

Mr. Gary. This $394 million that is going to be used for loans, is it
contemplated that these will be hard loans or soft loans?

Mr. Gorpon. In general, Congressman, it is contemplated that
they will be soft loans. There may be some cases in which dollar
repayment seems possible on the part of the recipient countries and
seems a sensible way to use the funds, but in that case the Bank would
make dollar loans just as in a part of this Bolivian thing.

# Mr. Gary. This would correspond then with our Development
Loan Fund here?

Mr. Gorpon. That is right.

Mr. Gary. Why cannot it be handled through the Development
Loan Fund?

Secretary DinLon. The reason for that was simply that we felt—
and I think we were right—that what we were out to accomplish
here was a collective effort whereby the Latin American countries
would agree to undertake a whole series of domestic measures, which
would not be very popular because it would be difficult to get enacted
tax increases and things of that type. It was felt that this could best
be handled through negotiations with an Inter-American agency
rather than with the Development Loan Fund.

In other words, for the Development Loan Fund to go to a country
and say, “We will give you this only if you pass this and that law,”
is rather difficult. On the other hand, we think it is much easier
for a Latin American institution to go and say the same thing, or to
have some Latin American officers speaking to other, fellow Latin
Americans and saying, “This is the way you should handle your
affairs.”

Mr. Bowres. Would you like to have the following testimony?

Mr. Passman. What is that? '

Mr. Bownes. Mr. Ball's testimony.

Mr. Passman. I have a couple of questions, and then we shall get
to Mr. Ball’s testimony.

67615—61——3
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I believe you did answer in the affirmative that, as it stands today,
ou do not expect any of the $500 million to be returned to the U.S.
reasury?

Mr. Gorpon. I would say no substantial amount.

Mr. ALexanper. Mr. Chairman, would you yield?

What effect would that have on our gold situation and balance of

payments?

Mr. Passman. I am going to ask that question next, if it is satis-
factory with the gentleman from North Carolina.

[n your statement—and I am not quarreling, but I am trying to
understand—you say specifically that you are not expecting repay-
ment of funds to the United States. Now you say that my statement
was ‘‘substantially correct.”

What part of it is not correct?

Mr. Gorpon. I mean, sir, if one of these, over a very considerable
period of time, one would hope that this process might ultimately
come to an end. This is a revolving Fund and when it does come fo
an end, I would hope it would be by agreement among the parties
and then the liquidation arrangements that Congressman Gary called
our attention to would apply and at that point the United States
might well get something back.

I think that could be quite a long time off.

Mr. Passman. Under the present plan, it could very well be all in
local currency, of which we already have more than we need?

Mr. Gorpox. It could be.

Mr. Passman. Is that correct?

Mr. Gorbon. Yes.

Mr. Passman. We hope it serves a useful purpose. We are all
working toward that end.

GOLD PURCHASES BY LATIN AMERICAN COUNTRIES

With respect to the gold purchases by these expected recipient
countries of this Fund, do you have a list of the countries who may
participate in this $500 million Fund, and then a list of their most
recent gold purchases from the United States?

Mr. Gorpox. The list of countries, sir, would be the 18 Latin
American countries. That is, all those other than Cuba and the
Dominican Republic, plus, in very small measure, through the ICA,
the West Indies Federation and, possibly, some of the other non-self-
governing territories. I do not have here a list of recent gold pur-
chasers. I am sure that we can get that.

Mr. Passman. T believe that I can help you out a bit.

If this statement is not correct, then you correct the record.

This is U.S. monetary gold transactions with foreign countries and
international institutions. As far as net purchases are concerned, it
includes: Argentina, $50 million; Chile $2 million; Colombia, $15
million; Mexico, $20 million; Peru, $15 million.

That is a partial list, but does it sound about correect?

Secretary DiLron. It may be a complete list.

Mr. Passman. Will you get us a complete list, and give us the
total?

Mr. Gorpon. Yes, sir.

(The information follows:)
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U1.S. net monetary gold transactions with Latin America, 1956-60
[In millions of dollars at $35 per fine troy ounce]
[Negative figures represent net sales by the United States; positive figures, net purchases]

Country

El Salvador..
Honduras.
Mexico.
Peru....
Urnguay..
Venezuela

1 Represents less than $50,000,

Mr. Passman. If they are putting up their part in gold, by the time
we pass this legislation and if they all at once decide they want to buy
gold, it would place them in a rather favorable position to meet their
part of the contract, would it not?

Mr. Gorpon. My impression is that the balance of payment posi-
tion of most of these countries over the last 5 or 10 years has been
very poor indeed, and if any particular year some of them happen to
improve enough to gain a little bit of gold, this is a temporary im-
provement.

Mr. Passman. Would these Treasury purchases just recently not
sound somewhat alarming?

Secretary Dinron. I think the only one that is really substantial is
Argentina. The Argentine Republic did have a new program and an
austerity program as well as a reevaluation of currency, and so forth.
They have substantially reestablished their international balance of

ayments and their international credit. As a result they did buy
ast year a substantial sum of gold, $50 million, which I am sure is
right. That is probably from the Treasury Department release that
you have there.

Mr. PassMan. Yes.

Mr. Gary. Would the gentleman yield?

Mr. Passman. Yes.

Mr. Gary. Would you give us those figures for the 5-year period?

Mr. Gorpon. Yes, sir.

U.B8. TRADE WITH LATIN AMERICA

Mr. Passman. Is it also true that the Latin American countries as
a whole had a favorable trade balance last year, while we had a deficit
in exports against imports with Latin America?

Mr. Gorpon. Mr. Congressman, I would like to check the facts.
That would not be particularly surprising but taking the balance of

ayments as a whole, the Latin American countries have also very

arge payments to us on account of shipping and other services and
remittance of dividends and the like. My impression is that the bal-
ance of payments of Latin America as a whole with the United States
last year was not favorable. In the trade account alone, it may have
been so.

Mr. Passmax. I do not know what you refer to, “on the whole.”
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Mr. Gorpon. I would distinguish between imports and exports of
goods.

Mr. Passman. That is the situation to which I had reference.

Mr. Rubottom last year said:

I think there is a light deficit of exports of approximately $3.5 billion and
imports of approximately $3.6 billion.

That is a rather modest figure but it follows nevertheless that we had
a trade deficit of approximately $100 million.

If we keep on having those trade deficits with recipient nations
throughout the world, we are going to get into serious trouble, are
we not?

Mr. GorpoN. As long as the trade deficit is more than made up
for by payment of various services, I would not be too concerned
about the trade deficit alone.

Mr. Passman. We would have a dollar deficit worldwide, and, is
it not true, for Latin America as a whole?

Mr. Gorpown. In general, our balance of payments with Latin
America has not shown a deficit position.

Mr. Passman. I am speaking of 1960.

Mr. Gorpon. I would want to look at the 1960 figures before
giving a definite answer, but our large deficits with the world as a
whole, as you know, have been primarily with Europe and not Latin
America.

Mr. Passman. Of course, and I shall not prolong this discussion;
but it certainly is food for thought and something to which we should
all give consideration—the fact that dollars held, and gold purchases,
and last year our exports amounted in the neighborhood of $20
billion while our imports amounted to $15 billion. If we remove
from our exports the subsidy, and surplus agricultural commodities,
and agricultural commodities which we gave away, we probably had
a worldwide deficit?

Secretary DiLLon. Not last year, no.

Mr. Passman. That was the year

Secretary DiLron. It was a year earlier. T think that was true in
1959 but last year, Mr. Chairman, the gross figures were roughly as
you stated. If you remove those items I mentioned, our surplus,
mstead of $5 billion would be about $2.5 billion.

Mr. Passman. Taking out the surplus agricultural commodities
for which we have local currency?

Secretary DiLron. That is right. Taking those out and all other
disbursements in the United States under our economic aid programs.

The year we had the deficit was the preceding year, 1959, where
the figures as reported, which are comparable to the $5 billion, showed
a surplus of about $900 million or about $1 billion. You had to take
out of that almost $2 billion, so that translated into straight com-
mercial terms is a deficit of about $1 billion on trade in 1959.

(The information follows:)
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U.8S. trade with Latin American Republics, excluding military iransfers

[Millions of dollars]

1850

Argentina:

U.8. exports..-ceeceea 211.6
U.S. imports....ca..- 132.8

Trade balance +78.8

Bolivia:
U.8. exports 40.0
U.8. imports 41.8

Trade balance..... +7.2

Brazil:
AR e - S A R 308.6

e Imports s s s T45.7

Trade balance

Chile:
U.8. exports...----- . L -2
U.8. imports i 5. § . .9
7

Trade balance....

Colombia
U.8. exports._..... . 5 I8 205. 8
U.B. imports..... L6 S84, 332, 40,0

Trade balance. 6. .9 | —134.2

Costa Rica:
.8, & 2 . 40.9

U.8. imports. ... L 2 \ 32.8

Trade balance 23.8 A 1-6. +8.1

Ecuador:
B BT e s B i o i s 5. L 3 48.6
M0 1 T T L L 3. ‘ . 60. 5

Trade balance - . —11.9

E] Salvador:
U.8. exports.
U.S. imports_- ...

Trade balance

CGuatemala:
OB eXpOTtS. < e e
U.5. imports.

Trade balance. ..
Haiti:

U.8, exports......... s
U.8. imports

Trade balance

Honduras:
LB, BXDOES. o e e
U.B. imports.

Trade bal

Nicaragua:
U.8, exports
U.B. imports

Trade balance
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U.S. trade with Latin American Republics, excluding military transfers—Con,
[Millions of dollars]

Mexico:
U.8. exports
U.B. imports..

Trade balance_.............
Panama:

({..‘-j. exXports........
U.S. imports. ...

1956 J 1957 | 1958

w03, 7 888, 4
430. 1 456. 8 |

740.3
435. 4

G[ +‘ﬂl ﬁ

+304. 9

06, 2
24 1

90.3
24.9

Trade balance._..

Paraguay:
U.B, exports.......... e ———————_—
U.B.imports._ ... ... R e

41|

+65. 4

Tradebalames. ... o oo il

decb-.liuuco._....A.“,_..__.‘_______-._______.

Uruumy
.8, exports
L 8. imports. _

Trade balance.
Venezuela:
L

exports..-...
U.8. imports

Dumln!can ltopubl[:
u. (.'\ii(i]'l‘- LS

Tots :l 20 Republics:
d ‘-. exports
U 3. imports. .
Trada balance. ...

+d0. 8 |

674.3 | 1,053.1

T04.8 I 900.0 |

3,450.5
9| 2,081

69.7 |
60. 1 | '».i 1

-ﬂi.lii . +|| 0 e

{,073. 2
3,580.0

3,601 5
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U.8. balance of payments with 20 Lalin American republics ezcluding mililary
transfers under grants

[Millions of dollars. Calendar years]

January-
1956 1057 Seulte:n ber

(9 months)

U.8. exports of goods and services:
Merchandise, adjusted, excluding mil- 2,632

Income on private U 844 ¢ 720 663 563

Other services 3 729

Total export of goods and services. .. L 3,014

U.8. imports of goods and services:
Merchandise, adjusted, excluding mil-
o S D [N S A 2,787
BereloRs iy os L SR R 7z

Total imports of goods and services._

Balance on goods and services, ex-
cluding military

Private remittances and pensions. al 55 —53
U.8. Government grants. - _._. =k 3
1.8, Government capital, net_ ! —469
U.B. private capital, net. ... ________ ! —488
Long-term Latin American capital (line 42) . 33 -1
O DRI s A A =180
Unrecorded transactions (errors and omis-
slons and transfers of funds between
foreign areas)....... 57 +342

1 Includes about $700 million for purchase of oil leases at auction in Venezuels in 1957,

Note.—Plus (+) signs on “net balance” indicate an increase in U.S, short-term liabilities to Latin
America.

Mr. Passman. Mr. Taber mentioned a moment ago that we could
not finance this fund out of the Development Loan Fund. Many
nations will be recipients of this fund, or else will be getting loans from
the Development Loan Fund; is that true?

Mr. Gorpon. Yes, sir.

Mr. Pagsman. Mr. Taber?

LOANS MADE BY THE DEVELOPMENT LOAN FUND

Mr. Taser. Have you got a table anywhere in the material brought
up here showing the operations of the Development Loan Fund down
through the years?

Mr. Gorpon. With respect to Latin America?

Mr. Taser. No; all together.

Mr. Gorpon. We do not have them here with us but we can
certainly supply them.

(The information follows:)
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Status of DLF loans by region

[In thousands]

Number of loans | Amount |
— — : | Dis Interest

Region and fiscal year ) bursed | Repaid
Ap- Ohli- Ap- Obli-
proved gated 1 gated

collected

il year 1958,
| year 1950

46, TO0
| 43,800
12 | 131,340 |

L ye
Fiscal vea

Total

5,000
44,190
23, 400

, 100

166, GO0 95, 650

89, D00 15, 000
3, 400 91, 100
95, 900
5, 000

Total. .

All regions:
Fiscal year 1958 _____ S : [

y [i%]

50
26

Total ‘ =m| 2145 |1, 841, 70 391, 449

! Includes allocations.

2 Approvals and obligations through Dec. 31, 1960.
2 Includes 2 guaranties,
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Mr. Taser. Can you tell us to what extent there have been
transfers from the Development, Loan Fund or from other funds, into
the Treasury?

Mr. Gorbon. We would have to supply that. I am not especially
qualified to say.

Secretary Ditron. Even though that is not my subject, Mr,
Chairman, I can answer that from my past knowledge.

The law provides we cannot transfer to, or from, the Development
Loan Fund for other funds. There have not been

Mr. Taser. I was also told there have been substantial transfers
from the military.

Secretary DinLoN, Not to the Development Loan Fund. You ean
transfer to all other funds——

Mr. Taser. Where did that go?

Secretary DiLron. I could not answer that because T understand
the State Department is working on some such thing now.

The law provides that you can transfer funds between the military
and economic assistance in either direction, with the exception of the
Development Loan Fund, which is set apart, and cannot receive
extra funds.

Mr. Bowres. There is a limit of 10 or 20 percent.

Mzr. Fogp. In and out?

Secretary Dirron. Ten percent is the maximum that can be trans-
ferred out, and it cannot be larger than 20 percent of the amount
appropriated of the fund receiving the transfer. You cannot increase a
Fund by more than 20 percent, and you cannot decrease a Fund by
more than 10 percent in the transfer balance.

Mr. Passman. Would the gentleman yield?

Mr. TaBER. Yes.

Mr. Passman. Could you transfer out of, let us say, the defense
support category into the Development Loan Fund?

Secretary Diuron. No. Nothing can go into or out of the De-
velopment Loan Fund.

Mcr. Passman. Thank you.

Mr. Taser. Do you have a table that shows what has happened
to the money that was provided for the Development Loan Fund?

Mr. Gorvon. There is a table, ( ongressman, which shows Develop-
ment Loan Fund loans in Latin America by countries. Our presenta-
tion here is concerned only with Latin America.

Mr. Taser. Loans other than those expected to be made out of this
particular operation?

Mr. Gorvon. Yes, sir.

Mr. Taser. Where would that table be?

Mr. Gorpoxn. The table showing the assistance that has come from
the Development Loan Fund by countries is at the very end of the
book on pages E-2, E-3, and E-4.

Mr. Bowres. Your total is $94 million in the Development Loan
Fund in the last 9 years.

Mr. Gorpon. That is all 3 years, since the Development Loan Fund
was set up, of which $24.8 million went to Argentina: $4 million to
Bolivia; $200,000 to Brazil; $10.8 million to C iile; and $300,000 to
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Costa Rica. Then $10 million went to Ecuador and $5.4 to Guate-
mala; and so on.
Mr. Taser. I think those figures ought to be put in the record.
Mr. Gorpon. All right,
(The information follows:)

Development Loan Fund: Loans approved for Lalin American couniries through
June 30, 1960

[In millions of dollars)

ATHBRGRN S e $24. 8| Honduras
4. 0| Nicaragua
. 2| Paraguay
. 8| Peru

Costa Rica S

Eeuador . 0
5. 4
. 6

DLF LOANS TO LATIN AMERICA SINCE JUNE 30, 1960

Mr. GorpoNn. There have been some additional loans since fiscal
1960. The significant ones I recall are Peru and

Mr. Taser. They run from $90 to $100 million?

Mr. GorponN. The Development Loan Fund portion of those I
think is a bit smaller. I have something here on that.

In each case they were combined Development Loan Fund and
Export-Import Bank loans. In the case of Peru, the Development
Loan Fund was $25 million. In the case of Columbia, the Develop-
ment Loan Fund was $25 million. That is $50 million for those two
countries together.

There were also Export-Import Bank loans to those two countries
at the same time,

Mr. Taser. What were they?

Mr. Gorpon. The Export-Import Bank loan to Peru was $28.2
million and to Colombia was $45 million.

Mr. TaBer. That means about $125 million or $130 million?

Mr. Gorpon. $123 million.

Mr. Taser. On page 658 of the hearings on the third supplemental,
there is a table which shows $72,300,000 going to Latin America.

Mr. Gorpon. That is right.

Mr. TaBer. That is in fiscal year 1961?

Mr. Gorpon. Right.

In addition to the large items for Colombia and Peru, I mentioned
there are a number of smaller items, as that table shows.

Mr. TaBER. Are there any items that could be added to that to
bring it up to date?

Mr. GorpoN. Loans made since their hearings?

Mr. TaBer. Yes.

Mr. Gorpon. I would have to inquire. I do not know.

Mr. TABER. Supply it, please.

Mr. Gorpon. Yes, indeed; we will supply that for the record,
Congressman. I am sorry I do not have it.

(The information follows:)

67615—61——4
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Loans approved for Latin American countries from July 1 through Mar. 28, 1961

Loan Amount

La Esperanza sugar mill___._....._.._________| 81,750,000
Housing resettlement and penetration roads___| 1 25, 000, 000
Highway construetion. ... ... ._ { g ;:::_%
Haiti_.__. —e—emnru-n-| Bisal Plantation ... ________ 250, 000
Panama. . ---| Feoderroads. ... ... ... ... cmmemmesa| 5,300,000
Caja de Ahorros Honsing. . cemmennaa| 2,500,000
Pt eeenne . ----| Housing, resettlement and pen ads..| ¥ 25, 000, 000
Venesueln. .. ..ooooo oo nnaeenn---| Mendoza hou: 1 project._. &, 000, (00
Central American Bank for Economic Inte- | _...__________ s
gration (Development Bank),
Total Latin Ameriea........__

! Allocation pursuant to sec. 202(c) of Mutual Security Act, as amended.

Mr. Taser. Somebody said something a little while back about
somebody having authority to pledge the credit of the United States
for some of these projects beyond what money is provided in these
appropriations,

Mz. Goroon. No, sir. The pledging of the credit of the United
States is for the $200 million worth of callable capital, so-called, of
the Inter-American Development Bank. There was no question of
authority here to pledge our credit beyond appropriated funds.

Mr. Taner. There is no authority to go into a project where you
do not have money enough available to finance it?

Mr. Gorbon. No.

Mr. Taser. To pledge the credit of the United States?

Mr. Gorpon. No.

Mr. Taser. What are the projects that you embark on?

Maybe this question ought not to be asked at this point.

What are the projects that you embark upon in South America,
or Latin America with Development Loan funds, or with other activ-
ities of the ICA?

Mr. Gorpon. If we could come to that later I think it might be
helpful in view of Mr. Dillon’s timetable. This is an area we are
prepared to testify to if you would like us to do so at this point. It
1s entirely at your pleasure.

Mr. TaBer. As far as I am concerned, I am perfectly willing to
see Secretary Dillon excused.

Mr. Passman. Off the record.

(Off the record.)

Mr. Narcuer, Off the record.

(Off the record.)

APPROPRIATIONS TO INTER-AMERICAN DEVELOPMENT BANK

Mr. Forp. Mr. Secretary, I was concerned about where this $100
million came from and where the remainder of this $200 million is
enerated. I find at least some of its came in the supplemental
ppropriation Act for 1960; is that correct?

Secretary DiLroN. As I understand—I was not intimately con-
nected with it last year—that all the funds for our contributions to the
Inter-American Development Bank last year came in the supplemental
appropriation because the Bank itself had not been actually started in
time to have it come in the other way.

Mr. Forp. I have before me the Supplemental Appropriation Act
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for 1960, adopted September 1, 1959, under the heading “Treasury
Department, Office of the Secretary”.

INVESTMENT IN INTER-AMERICAN DEVELOPMENT BANK

To finance the participation of the United States in the Inter-American¥De-
velopment Bank, to remain available until expended, $280 million, of which $230
million is for the purchase of eapital stock in said Bank (including $200 million for
callable capital stock and $30 million for the first installment on the paid-in capital
stock) and $50 million is for payment of the first installment of the subseription
of the United States to the fund for speecial operations of said Bank.

Secretary Dinron. That is exactly what I described as the funds
paid in last fall to the Bank.

Mr. Forp. $50 million has been paid in?

Secretary DiLron. A total of $80 million has been paid in; the $50
million and the $30 million, and the $200 million is callable stock which
is not paid.

Mr. Forp. And this $80 million which has been paid in is in the
hard loan, or the other portion?

Secretary Ditro~. $30 million is in the hard loan and represents
20 percent, of our subsecription to that; $50 million was in the special
fund, and represents half our subscription to that.

Mr. Forp. And this request for $500 million is to go in the third
category?

Secretary Dinnon. That is right.

This is for a U.S. Government fund for social progress for which we
are intending to ask the Inter-American Bank to be the agent for
$394 million.

Mr. Forp. I notice on page 6 of your prepared text you indicate
that the Bank has received nearly 250 applications for loans. The
Bank has selected 180 of those for active consideration,

There are 19 applications representing potential loans in excess of
$60 million.

These are all in reference to this $500 million request, or are they
outside of that?

Secretary Diunon. None are in reference to the $500 million
request. They are all in reference to the capital funds of the bank
that were subsecribed last year, of which the U.S. share was $80
million and the other countries put up the rest.

Mr. Forp. This part we are discussing here is not in relation to
the $500 million; it 1s just a résumé of what the facts are.

Secretary Drmuron. It is meant to show the Bank is operating and
a qualified operation,

INDIVIDUAL PROJECTS TO BE JUSTIFIED IN DETAIL

Mr, Passman. Chairman Morgan of the Foreign Affairs Committee
stated on the floor that these requests were to be justified.

There have been no projects justified as such, specifically, with
respect to the $500 million. Is that a statement of fact?

Secretary Diunon. That is what Mr. Gordon will speak to when I
get finished.

Mr. Passman, So far, none+of the projects have been justified.
We are dealing with the future, and not the past; is that correct?

Secretary DinLon. That is correct.

Mr. Forp. I think it might be well, since apparently the 250
applications have been refined to 19. If we could have a listing of
the projects involved in the 19 it would be helpful.
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Secretary Diuron. There is a question there, Mr. Ford, because
the Bank is an international organization and whether we should
list for publication here items which they have not vet decided on is
doubtful. T think they would not wish that.

Mr. TaBeEr. When they ask for the money, how are we going to
do anything in the line of justifying it unless we know?

Secretary DiLroN. We certainly have to justify this program.

What Mr. Ford was referring to is not this program, it is the funds
the Bank already has, and the proposals they now have under con-
sideration.

1 know the World Bank, and Mr. Gary drew the parallel, have felt
they cannot make available to any of their member countries details
of things that are under consideration in advance of consideration,
That is what this has to do with. This does not have to do with the
funds we are requesting here today. The program we are requesting
today will be justified later on and Mr. Gordon is prepared to do that.

REFORMS TO BE MADE PRIOR TO APPROVAL OF PROJECTS

Mr. Forp. I am a little concerned about the sequence. How are
these reforms going to be carried out if we ever get the actual projects
underway.

On page 4, Mr. Secretary, you indicate the Harvard Law School
is to hold some conferences, or studies, involving Latin American tax
systems. I gathered the impression overall that none of this $394
million out of the $500 million would be made available and paid
out until some of these reforms, including tax reforms, would
materialize.

How long are these studies going to take?

How do they tie in?

Secretary DiLrow. I think that is a very good question.

What I was referring to was an overall study in the Department of
tax policy and tax administration in which the OAS is interested, but
the countries are not all going to wait for that. Many have already
started in these various fields, and on page 11 of the presentation
there begins a whole long list of self-help measures, some of which
are already underway.

In the field of taxation, for instance, Uruguay enacted an income
tax law for the first time last year. Colombia enacted new legisla-
tion after this “Act of Bogotd.” Guatemala is now considering it.
In Sdo Paulo, Brazil, they adopted new legislation in both tax and
land reform in. accordance with this in 1960. This is happening
already in many areas in these different fields.

We obviously would not expect that a country had to reach per-
fection before they got any money in these areas, but if they were
making progress and were moving in these fields we would help them.

This is all listed for three or four pages, things they have already
done. And under this incentive program, we think they will move
rapidly to do other things.

Mr. Forp. Those illustrations you have given make much more
sense than the illustration used in the,statement.

I really do not think this study is going to materialize very quickly
into some action.

Secretary DiLLoN. For speed, the illustrations T have given are
much better. This is a thing that has been agreed to by everybody,
and that is why I used it.
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Mr. Forp. 1 know Mr. Gary asked for a list of the names of the
Board of Governors, their background, and so forth. It seems to me,
without seeking to discount your participation as a member of the
Board of Governors, the Executive Directors are the ones we want
to know about, and we are going to have information on them.

Secretary DiLLoN. Yes. They are the people who sit in Washing-
ton and operate the Bank every day. The Governors sit in their
capitals and meet once a year for a meeting.

Mr. Forp. Let’s have all the Executive Directors listed, their
background.

Secretary DinLonx. We will do that.

(The information requested appears on p. 24.)

PROCEDURES FOR LOAN APPROVAL

Mr. ALexanpEr. Mr. Secretary, in regard to the Inter-American
Bank which is to act as agent for us should we pass this $500 million,
I understand they are to get $394 million which will be handled by the
Bank.

Would you explain to the committee what limitations and what
procedures a person or a corporation or a country would have to go
through in order to get a loan?

Secretary DinLon. Mr. Alexander, that is something I said earlier
Mr. Gordon is prepared to testify to.

There has been a 10-page agreement worked out between the Inter-
American Bank and the United States which specifies that, and it is
part of the record, and he will testify in detail about it. I am per-
sonally not familiar with that in detail.

Mr. Avexanper. Is there any limitation on how much one country
is entitled to get?

Secretary Dirron. There is no limitation by country.

I think the feeling was they would rely on the fact the executive
directors represent, the whole so no one would get too much, but also
there was a wish to avoid just cutting this up as a piece of pie and
dividing it among the 19 countries evenly, or according to population,
or some other way. They felt it should be according to the need and
the speed with which the country did the self-help measures them-
selves.

Mr. AvExanper. Actually, this program is a supplement to all the
other programs we are doing there?

Secretary Drrron. That is correct.

Mr. ALexanpEr. And in addition, you are asking for $100 million
to go into the ICA which will be doing a similar type of thing with
that amount of money?

Secretary Drrron. That is part of the request.

The ICA funds will certainly be similar, but they will be utilized
for things which require grants rather than the loans. It will be
more in the education and public health fields particularly.

Mr. ALexanper. Will this committee have any general idea as to
what the loans would llm based on? Would this committee have g
control at all over the loans? g

Secretary DinLoN. Yes. Mr. Gordon will testify in de-('wfi\&}‘)‘e\th.a%n‘/h
because that is what he has been working on for months. /% 7/ -~ Z\

Mr. Forp. Assume for a minute the Congress did not give the full "

$500 million, do you have under existing law transfer authority into 1
the fund from other mutual security funds? \

-
g
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Secretary DinLon. No. )
Mr. Forp. This stands on its own as DLEF?
Secretary Dinron. Yes.

STATED NEED FOR FULL APPROPRIATION

Mr. Passman. On that score, it was stated that there was no dollar
amount cited at the Bogotid conference until the Latin American
countries realized the dollar amount would be contingent upon the
action of the Congress. This is similar to all other legislation, in that
even though you have an authorization for $500 million, it could be
expected, unless it is justified, we could appropriate a lesser amount,
and if a lesser amount fitted the need, that would be acceptable; is that
a correct statement?

Secretary Dinron. I think the Latin American countries believe
the need is for $500 million and they rely on the people who will be
up here in front of you to justify that. 1 think they certainly do not
expect any funds that cannot be justified.

Mr. Passman. It is unlikely that the world will come to an end if
you do not get the entire $500 million at this time, as Chairman
Morgan said:

I can assure you the $500 million will not be spent for several years.

Secretary DiLLon. The actual expenditures will not take place for a
period of time, but I think there is a feeling on the part of the adminis-
tration, certainly the President so indicated, it would be very
important to have the entire amount available and obligated as it

would be for expenditure.

Mr. Passmax. I would expect every President would feel that way
about the items in the budget. He would not ask for the amounts
unless he believed they could be justified. It follows, nevertheless,
that substantial reductions are frequently made, and we are still
going. Could this not be handled in the same manner? You want
adjustments made if there are reasons to make adjustments.

Mr. Gorpon. If I may make a comment.

It is true the “act of Bogot4,” it does not mention a dollar figure.
The figure of $500 million was not only in the minds of everyone at
Bogota, but was actually discussed, and I think it is fair to say if the
appropriation was for any lesser amount there would be an exceedingly
bad reaction in Latin America.

It is, of course, recognized that this is subject to an appropriation,
but the needs are felt considerably to exceed this sum of money,
and I think it would be most unfortunate if the appropriation were
for a smaller amount.

Mr. Passman. It is going to be very unfortunate on your part, and
every other witness, if you come before this committee expecting
this committee to appropriate $500 million unless there is sufficient
justification. You have not detailed the information as yvou told the
Foreign Affairs Committee you would last year. I am not going to
respond to the “rush aect,” not necessarily from your side. You
would think the world would come to an end if this were not reported
out in the next few hours.

I do not believe the President desires to have this committee rush
this through; is that not right, Mr. Dillon?

Secretary Dirrown. I think you would know, Mr. Chairman.

Mr, Passman. We do not intend to yield to pressure and rush this
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through without adequate hearings. I want to thank the gentleman
for yielding.
Mr. Tarer. Would the gentleman yield to me for a question?

ANTICIPATED OBLIGATIONS BY JUNE 30, 1961

I have turned over to a page labeled “D-1.” There it appears
what you are asking for is not $500 million, but $450 million. It ap-
pears there very clearly that $50 million is just velvet.

Secretary Dinron. Let me explain this $450 million.

The request is for the appropriation now of the entire $500 million.
It is anticipated if appropriated that the $394 million, which is in-
tended for Bank administration, would be obligated right away.

With respect to the $100 million, which is planned for ICA adminis-
tration, it is anticipated that $50 million would be obligated during
this fiscal year and the other $50 million during the next fiseal year.

Mr. Passman. That means we are going to ignore completely the
assurance Mr. Morgan gave the House of Representatives last year.
Is there an urgency that we are going to have to ignore the assurance
set forth in his own statements? I would like to have very good
reasons why we are going to have to do this.

ORJECTIVE OF SOCIAL DEVELOPMENT PROGRAM

Mr. Ruaopes. Mr. Secretary Dillon, on page 4 of your statement
you have these words:

Economic development can take place without adequate social progress, but
sustained social progress cannot take place without economic development.

I submit to you the proposition that in the usual sense of “economic
development,” meaning the investment of capital which will be
income-producing, this is not economic development.

Secretary DiLrLon. These funds were not looked upon as economie
development in the ordinary sense of the word, although we have
found they are vitally necessary to move ahead with economic de-
velopment.

That was part of the debate at Bogota. Economic development
is looked upon by many as merely the building of dams and the
building of cement plants, steel plants, and things of that nature.

This program is directed more toward redistribution of land,
simpler things, to make agricultural production better, better educa-
tion, some work in the health field, taxation and things of that nature.
We feel this is a necessary adjunct for sound economic development.

You can build, as we said before, cement plants and dams and
steel mills without doing this sort of work and the result may be there
will be a higher economic production, but the general state of well
being in the country will not be good and you may have trouble.
That is why I say you can have economic development without
social progress, but you cannot have social progress unless the general
wealth of the country is rising.

Mr. Ruopes. You really redefine economic development then?

Secretary Dirron, Yes.

Mr. Ruopes. You did not mean it in the usual sense of income-
producing property when you used it in this statement?

Secretary Diuron, That is correct.

Mr. Ruopes. You do not have any income-producing features in
this program?
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Secretary Dirron. This is the social development.

Mr. Ruopes. I just wanted to get this in proper context.

This is not an economic development proposal?

Secretary DinLon. It is social.

Mr. Ruopes. May I suggest we strike out this sentence about
economic development, “but sustained social progress cannot take
place without economic development’? '

I think that is irrelevant as far as this case is concerned.

Secretary Dinron. It may be as far as this case is concerned. It
could be removed as far as the case for this $500 million is concerned.
This was addressed primarily to the Latin Americans who felt very
deeply this had to move in parallel with economic development
programs. But the funds for this, you are quite correct, are for the
social development program.

(Discussion off the record.)

Mr. BowLes. May I say something on this point?

I think we have learned a good deal in the last 15 years. There
have been high costs and mistakes have been made over the years. I
think we have learned an awful lot about the programs and how they
will work and will not work.

This effort we are making here is a produet of that kind of study
and analysis. For a long time we went on the theory that all you
had to do was raise the gross national product of a country, expand
its industry, and everybody would be happy—and they would all
vote against communism and they would live happily ever after, as
we do in the United States.

It has been pretty well demonstrated this is not the case. When
you get very rapid industrial development in a very backward country,
the effect usually is to create more insecurity, greater differences
between rich and poor, greater sources often of political dissatis-
faction. This is very fundamental. Tt is important, I feel, and T
think we all feel—and I think this program is a product of this
awareness—that we be concerned not only with economic develop-
ment and growth in terms of more steel mills and more irrigation and
the rest, but with what happens to people in the process.

If you are not concerned with what happens to people, you can
get more economic growth and you can have a blowup on your hands
as have occurred in a number of countries.

Mr. Ruopes. I am very much concerned about what happens to
people.

Mr. Bowres. That is what this program is all about.

Mr. Ruopgs. I understand that. It bothered me somewhat that
we are apparently putting emphasis here on community-type water
supplies, sanitation facilities, and so forth, to the exclusion of pro-
viding jobs for these people.

I happen to agree with what Secretary Dillon said in his statement.
I do not think you can have one without the other.

This bothers me. Are we going completely on the social progress
route without concern for economic progress? You said that we can
provide jobs for people, and industrialization for nations, but they
still go Communist.

I think that is probably true. But isn’t it equally true that if these
people are sitting in a nice, new low-income housing project apartment
without a job and without food, they might still be anxious to upset
the established order—go Communist?
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Mr. BowLges. There has to be both. 'We have to have both.

Mr. Raopes. What are we going to do on the economie side?

Mr. Bowrges. The President is sending up his general economic
program day after tomorrow. It was coming up tomorrow, but there
are certain things still under discussion. It will be sent in to the
Congress on Wednesday.

And this will be the overall development program for next year,
proposals for the usual—it is reorganization of the agencies and the
rest. This really has to be read with what we are saying here today.

Mr. Ruopes. All we are considering here is the social progress side
of this thing.

Mr. Bowres. That is right.

Mr. Ruopes. And any allusions made to the economy of the area
are completely irrelevant.

Mr. Passman. Off the record.

(Discussion off the record.)

EFFECT OF PROGRAM ON LATIN AMERICAN COUNTRIES

Mr. Ruopes. In establishing a tax system for a country, don’t
you have to discover and define the type of economy that the (mmirv
has, the type of economy the country should have, and tailor-make
the tax system to encourage that type of economy?

Secretary DiLLon. Alm)lnl(']\. I would say.

Mr. Ruopus. The study which will be m:ule won’t really be a study
of tax s_\'st.oma. It will really be an economic study, will it not?

Secretary Dinvon. The study being made has to do not only with

tax ]lmh( vy, but also with tax administration and T think that through

the help of our experience and that which the Harvard Law School
can bring to bear, they probably can be helpful to the Latin American
countries, many of whom have great difficulty with tax administra-
tion and laws. Actually, their tax structure is not always correct.

Mr. Ruopes. It occurs to me the administrators of the Inter-
American Development Bank are going to be in the position of writing
a blueprint for the renovation and rehabilitation of all of Latin
America, not only economically but socially. Would you agree to
that?

Secretary DiLron. I think that the program is that a broad-scale
development program for each country, which is that about which
you have talked, would be evolved in each country primarily working
with the OAS and ECLA. That is what $6 million of these funds is
supposed to help finance, and then the Inter-American Bank will also
join with that in promoting particular items that are listed here.

The country itself will have to develop its own program maybe by
getting outside experts to help them which they can get from ECLA
and OAS.

Mr. Ruopes. That is all, Mr. Chairman.

Mr. Passman. Governor Montoya?

Mr. MonTova. Secretary Dillon, don’t you think that since the
program is premised on the idea of 'institutional innovations in Latin
America, that, if and when any new tax structure is promoted in the
countries as a result of this incentive, the demagoges will blame the
United States for the additional tax burden on the eople and, in the
end, it might hurt our country more than the help we will derive
momentarily?
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Secretary Diron. I do not think so, Mr. Montoya, because this
will be worked out through the Inter-American Bank with Latin
American experts and what will be done will be the adoption of
programs that are believed in and promoted by eminent Latin Ameri-
can economists and experts, say, in the field of taxation so it will be
the Inter-American Bank that will be looked to.

Mr. Monrova. On the other hand, Mr. Secretary, if you will permit
me to interrupt you right there, the image has already been created b
President Kennedy’s statement that this is what he wants, a!thoug{
he did not spell it out in detail.

Secretary Diron. That is correct. What I was going to say to
finish is that this changing of tax systems does not necessarily involve
a greater burden on the masses of these countries.

In fact, it probably involves a better situation for them through
greater collections of taxes and a more equitable distribution within
those countries. What will be the case w?ll be that the small propor-
tion of the population shown here in some of these charts, which has
by far the greater portion of the wealth, will be asked to pay a more
equitable share of the burden than they have in the past.

EFFECT OF PROGRAM ON U.8. BUDGET

Mr. Monroya. I do not think there is any problem or disagreement
with that philosophy, but the $500 million which you are asking that
we appropriate here will do what to the budget this year?

Secretary DitLox. To the U.S. budget?

Mr. MonToyA. Yes.

Secretary Dirron. It will have no effect on the fiscal year 1961
budget because I think very little of it will be expended. On the
fiscal year 1962 budget I think we are looking to expenditures in the
funds that will be utilized by the Bank of somewhere upward of $50
million—between $50 and $100 million.

Mr. Moxtoya. Is it my understanding, then, that only $50 million
will be disbursed out of this appropriation during this fiscal year?

Secretary DrLron. During fiscal year 1962——

Mr. MonToya. No; this fiscal year.

Secretary Ditrox. Fiscal year 19617

Mr. MonToya. Yes.

Secretary Diuron. I think it will be possibly even less than that.

Mr. Montova. How much would you say?

Secretary DinLox. From the point of view of the Bank, it would be
a very small amount. They would probably disburse hardly any.
The $6 million for the OAS could all be obligated and turned over to
the Pan American Union and I do not know what ICA’s plans are
for their $100 million. I doubt if they will be able to disburse that.

Mr. Mo~xToya. Why is the $106 million being requested in this
package since it is going to be disbursed by TCA? Why don’t you ask
for a supplemental for ICA, in view of the fact, as Mr. Gordon testified,
that $100 million of this will be expended by ICA for grants or loans
as they might desire in fields of public health and edueation?

Secretary DiLLon. I think the only reason was, Mr. Montoya, that
this program is looked upon by the Latin Americans as the first time
since the war when the United States has looked toward her brothers
in Latin America and felt we were giving them an importance similar
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to what we have given over the past few years to other parts of the
world. This program is a whole and we feel it would be far better to
treat it as a whole rather than to fragment it and put $394 million in
one request and $100 million in anotﬁ er request.

Actually, the whole $500 million is being requested by the President
to utilize for this purpose, and we are informing Congress that it is the
President’s intention to put $394 million in the Inter-American Bank
and $100 million in ICA and $6 million in for the use of this planning
by the Inter-American ECOSOC.

ALLOCATION OF $100 MILLION TO ICA

Mr. Montoya. Couldn’t you use $100 million out of available ICA
funds and still accomplish the same purpose?

Secretary DinnoN. No; I do not think that is possible at this time.
I do not think those funds exist.

Mzr. Forp. Would the gentleman yield?

Secretary DiLLon. Yes.

Mzr. Forp. This $106 million would be of no-year funds, I gather,
which are quite different from the funds that are in the economie
assistance and point 4 programs on a worldwide basis?

Secretary DiLron. That is right.

Mr. Forp. How would you commingle these funds? If you get the
money and it is put into a joint fund, how do you commingle and how
do vou handle the situation?

Secretary DiLron. This is a matter for the ICA to handle. All T
can talk about is the Inter-American Bank.

Mr. BowLes. We haven’t heard the testimony of ICA yet. They
have separate testimony.

Mr. Passman. At the time of the Bogota agreement, of course, you
did not know the amount of capital required to carry out the agree-
ment. At a subsequent date you arrived at a figure of $394 million.

Secretary Druron. $500 million.

Mr. Passman. I am speaking of the Bank.

That allocation is $394 million. If you were going to use the entire
$500 million authorization, you did not need a]?of the money for the
Bank, and you had to request it under an ICA item to make up the
total of $500 million. It will go to ICA, will it not?

Mr. BowLes. Yes, sir.

Mz, Gorpon, Yes, sir.

The program from the ver v start, as Secretary Dillon’s testimony
before the mllhmmnu: committees last August and September made
quite clear, envisaged that of the $500 million the bulk would be
administered by the Bank but a smaller part would be administered
by the ICA bilaterally.

Mr. Passman. But the urgent request today, if there is an urgency,
would be as it applies to the Inter-American Development Bank?

Mr. Gorpon. It is equally urgent on both fronts.

Mr. Passman. With the tremendous amount of money available in
ICA, under sundry accounts, from which you could have allocated
funds, you tell us that you are making your case, nevertheless, that
this is an emer, gency?

Mr, Gorpon. The ICA, sir, would have to speak to that. As I
understand, ICA does not have funds to be used for this purpose.
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Mr. Passman. But the committee might help them find the funds.

Mr. Gorpox. I do not know what the situation is with respect to
ICA funds in general.

Mr. Passman. If we can find the funds under the present ICA
unexpended and unobligated appropriation, then would ICA have
need for it?

Mr. Gorpon. I do not understand that the ICA has any funds
which could be available for putting into this sort of program.

Mr. Passman. That could be your understanding, but mine is
different.

Mr. Bowwres, I think a lot has happened in Latin America in the
last year that is of the most crucial importance and danger. This is
what gives it the urgency. We are now up against a situation such
as the Soviet Union trying to go into Bolivia, and offering $150 million.
They have provided over $250 million in Cuba. We are up against
tough competition.

Mr. Passman. I agree with you. If you should read the testimony
from last year you would not find, figuratively, as much as three periods
different from this year. You are trying to establish here the need
for your Bank. Then, you had left over $106 million. You had to
find some way to disburse this. You are going to let ICA handle
$106 million. Tt is still going to be under ICA for loans, grants, or
anything they want to use it for. Is that a statement of fact?

Mr. Bowwes. There is a difference here, that the ICA is going to
grants largely for those projects which are not self-liquidating. The
others are self-liquidating. Tt isn’t a matter of looking for places for
the funds. There are places for those. We could use a billion dol-
lars here reasonably. There is a difference here in purpose, you see,
loans on the one hand for self-liquidating and grants on the other.

Mr. Passman. 1 did not expect you to agree with me. But, you
are letting ICA disburse $100 million as they see fit, loans or grants,
similar to other loans and projects in the ICA. Is that a statement
of fact?

Mr. BowLes. We are asking $100 million for ICA to use for the
ways set out in the presentation book.

Mr. Taper. But they haven’t told us yet what they propose to
use it for in either the grants or the loans.

Mr. Passman. That we will develop later, I hope.

Mr. Bowwes. That is right.

AVAILABILITY OF LOCAL CURRENCY FOR PROGRAM

Mr. MonToya. T would like to ask Mr. Gordon this question: In
view of the fact that it is your intention to use $100 million through
ICA for public health and educational purposes in these countries,
why do you have to use dollars and why do you require that we appro-
priate dollars for your use in these particular fields when as I remember
correctly you have the authority under the law to use currencies now
on deposit to the United States in these respective countries.

Mr. Gorpon. We looked into the local currency situation, Congress-
man, and there are no significant amounts of uncommitted local cur-
rencies. The only source of local currencies here, or the only sub-
stantial source is title T of Public Law 480. There were all together
$547 million worth of such sales. Of that amount, $119 million of the
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results are reserved for American use—that is, our own expenditures
of one type or another—$2 million have been earmarked for defense
uses, $45 million for loans for private enterprises under the Cooley
amendment and $385 million are earmarked for economic develop-
ment loans.

They are already earmarked for purposes agreed with the recipient
countries in each case.

Mr. Moxrtoya. But you also have in those agreements, do you not,
that the agreements may be altered by mutual ¢ consent?

Mr. Gorvon. Yes, Congressman, I believe that is so, but if the
funds are withdrawn for those purposes then those other purposes
would presumably have to be financed in some other way.

Mr. Montoya. Then the sales that we made under Public Law 480
are actually not sales because they are going to remain in that country
and we cannot use them for any purpose.

Mr. Gorpon. The sales under 480 were made, 1 think, precisely
in accordance with the terms of Public Law 480, under which a sub-
stantial part of the proceeds are reserved for direct American uses and
the other parts are made available—

Mr. Mox~roya. A very small part, is that correct?

Mr. Gorpon. In the Latin American case, $119 million out of $547
million, a fairly sizable proportion.

Mr. MonToya. Can you not use these counterpart funds for the
particular purposes for which you are requesting this $100 million,
though?

Mr. Gorpon. The counterpart funds or the local currency pro-
ceeds——

Mr. Monroyva. I do not have the table of available counterpart
funds but it seemed to me we had more than $100 million available for
discretionary use for this particular type of program in any country
in Latin America, provided we used the local currencies of the country
wherein we desired to expend the money.

Mr. GorvoN. My understanding, Congressman, is that there is
not any significant amount of unearmarked local currency funds
available that could be used for these purposes.

Mr. Contr. Will the gentleman yield?

Mr. MonToYA. Yes.

Mr. Conte. Don’t we have some local currency generated through
the Development Loan Fund?

Mr. Gorpon. The repayment of the Development Loan Fund
loans when they come due would, of course, become available for the
use—these loans have only been made recently and the repayment
schedules are such that they stretch out some distance in the future.
There won’t be anything in the near future.

Mr. Conte. We have nothing in the kitty richt now from DLF
repayments?

Mr. Gorpon. I do not know precisely, but it would certainly be
small, indeed. The DLF has only been going for about 2 years so
that normally there is a grace period on those loans at the beginning
so repayments would be at the moment small or zero.

Mr. Conte. When that money becomes available through repay-
ment we could use it for the Inter-American Bank, could we not?

Mr. Gary. You could not. It could only be used for relending.

Secretary DinLon. You eannot transfer it out of the loan fund. It
could be used for similar purposes out of the loan fund.
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Mr. Gary. That is what I was trying to bring out.

Mr. MoNToya. Mr. Gordon, will you furnish us a country-by-
country listing of counterpart funds that fall into the category under
which the President may, at his discretion, lay out those funds to the
country for public health or educational purposes?

Mr. Gorpon. Yes, sir.

Mr. MonToya, That will complete the record in that respect.

(The information follows:)

AvVAILABILITY OF ForeroN CURRENCIES IN LATIN AMERICA

The only significant source of foreign currency in Latin America is from the
Agricultural Trade Development and Assistance Act of 1954 (Public Law 480).
This act authorizes the President to negotiate and carry outagreements with
friendly nations to provide for the sales of surplus agricultural commodities for
foreign currencies. These sales transactions are often largely concessional. In
these transactions the purchasing country seeks to minimize the real cost of the
sales to itself in terms of export of its resources. This practice comes about in
part because the sales are generally over and above the amount of exports the
United States could sell in the international market on commercial terms, and, in
part, because U.S. foreign policy usually has the objective of aiding the economic
development of the country involved. ~ As a result, a substantial portion of the
currencies acquired by the United States from the sale of surplus commaodities are
restricted by the sales agreement so they can only be loaned or granted back to the
buying country for its economic development. The remainder of the currencies are
held for U.8. use and are purchased by Federal agencies from the Treasury Depart-
ment as required to carry out activities within the country concerned,

All local currencies deposited or to be deposired for country use from sales
agreements negotiated prior to fiscal year 1961 were programed as of June 30,
1960, and only $6.7 million equivalent remained unobligated as of January 31,
1961, from deposits made. The following table reflects unobligated deposits
programed for country use, as of January 31, 1961:

Unobligated deposits, Public Law 480, tiile I, country use

[In millions of U.8. dollar equivalents)
Country

With respeet to funds which were not obligated, Public Law 480, the final
proviso of section 104, prohibits the allocation of any foreign currency for health
and edueation purposes after June 30, 1960, except as specified from time to time
in appropriation acts. Therefore, the President, at his disceretion, is unable to
use any of the funds for health and education purposes even if they were unobli-
gated and the countries involved would agree to their reprograming,

In order to carry out the Inter-American program for social proeress, additional
external resources are required by the Latin American countries. Loeal eur-
rency does not provide labor, capital equipment, and materials which the coun-
try did not have before. Additional economic resources from outside a countr 's
borders can only be furnished in the form of goods or dollars or other convertible
currencies. A country’s own currencies cannot be used as a substitute for dollars
in this program or any other program of a similar nature,

ANTICIPATED DURATION OF NEW PROGRAM

Another question I want to ask you: This prospectus here appears
to be in support of a justification for $500 million, with no explanation
that it might continue. I would like to ascertain from you or from
Secretary Bowles whether there is any expectation or desire or think-
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ing on the part of the administration that this is only a start of a
new approach for expenditure of publie funds in other countries.

Mr. Gorpon. Yes, sir.

At the authorization hearings last year, it was made clear by
Secretary Dillon that this, if successful, might well be followed by
further requests for funds for similar uses.

Secretary Diuron. In Latin America.

Mzr. Gorpown. In Latin America. This also was made clear at the
Bogota Conference, itself.

Mr. MonTova. When will you be able to determine the evidence
of the type of success that would justify its continuance?

Mr. Gorpon. If the program works successfully, I would expect
that sometime during the course of fiscal 1963 that the administra-
tion would be here with a demonstrated record of success and would
be asking for a further installment of such funds for Latin America.

Mr. MoxToya. In 1963, then, you anticipate coming back next
year for another package.

Mr. Bowrrs. Two years from now, 1963,

Mr. Gorpon. Two years from now, that is right.

Mr. Taser. It would not be 2 years from now. It would be for
the fiscal year which begins July 1, 1962.

Secretary DiLLon. I think they mean, Mr. Chairman, for the year
beginning July 1, 1963, for the fiscal year 1964.

Mr. Bowres. That is right.

Mr. Gorpon. I meant we would be coming back in the course of
fiscal 1963.

Secretary Dinron. Asking for funds for the coming year after that.

Mr. Mo~tova. Do I understand you to say that this $500 million
is only the start and that there is another $500 million request coming?

Mr. GorpoN. I cannot speak as to the size of the further request.
If the program is successful, I would certainly expect that there would
be a further request; yes, sir.

Mr. Bowres. It depends a lot on what is happening in Latin
Ameriea.

Mr. Moxrtoya. That is all.

Mr. Passuan. If it is similar to the original 4-year Marshall plan,
it will be continuous.

Mzr. Conte?

Mr. ContE. I do not have any questions.

Mr. Ruropes. Will you yield?

Mr. ContE. Yes.

LOW-RENT HOUSING PROGRAM

Mr. Ruopes. One of the objects is for housing for low-income
groups through assistance to self-help housing and to institutions
providing long-term housing financing.

This sounds like the low-rent housing program which we have in
the United States, which, of course, contains a subsidy from the
Federal Government in debt service and also in debt repayment.

Under the indenture to the trust, is it possible for the Inter-American
Development Bank to enter into any type of agreement which would
obligate this Government or even the Special Trust Fund for a long
period of time for such a subsidy?
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Mr. Gorpon. The provisions of the trust agreement with respect
to housing are as follows:

Housing for low-income groups through assistance to self-help
housing and institutions providing long-term housing finance and
engaged in mobilization of domestic resources for this purpose—what
we have in mind there is two kinds of things. There have been some
extraordinarily effective aided—self-help housing programs. T have
some documentation on this which I think you will find of great inter-
est. It provided suitable housing at exceedingly low cost, because
labor and even part of the materials are made by the expected owners
themselves.

Mr. Ruopes. Is there anything under this agreement which would
allow that type of subsidy to be undertaken by the Special Trust
Fund or the United States?

Mr. Gorpon. The Trust Fund would not itself be engaged in
subsidy operation. A foreign government, a Latin American govern-
ment might, of course, be doing that. :

Mr. Ruopes. This is their business. I wanted to make sure the
Trust Fund would not be.

Mr. Gorpon. It would not.

Mr. Conte. Mr. Chairman, Mr. Gary’s questioning was in line
with what T was to ask.

I would like to clarify one point here, Secretary Dillon: The purpose
of the Fund shall be to provide capital resources and technical assist-
ance on flexible terms and conditions.

Is this a new type of technical assistance than we have been pro-
viding in Latin America?

Secretary Diuron. I think it is new only in the sense that it may be
directed. There may be greater emphasis on certain things that will
be done.

In other words, when you are moving toward a land program, what
they mean here is that this Fund can provide the technical assistance
that goes with that particular program. I do not think it will be
different in quality or different in type but instead of—say there is
a land program in Colombia—instead of asking ICA to use their
present technical assistance funds or to increase them to make possible
a particular land program, we can use the funds that are in this pro-
gram for that purpose.

COOPERATIVE LABOR UNION PROGRAM

Mr. ContE. We are not going to run into a conflict of programs,
are we, a8 we have in the past?

Secretary DiutoN. No. It won’t be two separate programs for
the same people.

Mzr. Conte. I notice in section 4.04 that some of the loans shall be
for cooperatives and organizations affiliated with or sponsored by
labor unions. Would vou elaborate on that?

Secretary DiuLoN. The only place that I know of—maybe Mr.
Bowles can elaborate further—the only place I know of is in some
countries, in Colombia and maybe in Chile, those countries where
some of the laborers have been working on self-help housing. Some
of the self-help housing projects have been sponsored by the unions,
who have put funds into it themselves. This would allow help to
those organizations as a specific thing. That would be all.
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Mr. Conte. In the Special Trust Fund set up under the $394
million will we have a 40-percent vote as we do in the other fund?

Secretary Dinnon. Yes. 3

Mr. ContEe. No further questions.

Mr. Passman. To get the 40-percent vote all you have to do is
satisfy one individual. He casts the entire 40 percent?

Secretary DinroN. The representative of the United States.

Mr. Passman. They are going to have an excellent representative.

Secretary Dinron. We have a good representative, an excellent one.

Mr. Passman. Mr. Secretary, I looked directly at you when I made
that statement.

Secretary DrnnoN. Not me. I am the Governor, not the Executive
Director.

Mr. Passman. Thank you very much, Mr. Secretary, and each one
of you. We shall resume hearings tomorrow morning at 10 o’clock.

TvuEespay, MarcH 21, 1961.

Mr. Passman. The committee will come to order.

I should like to say to the new witnesses who appear before this
committee that we certainly want to extend to you every courtesy.
We recognize that you are making the same type of effort that we are
making to serve our Government; and if the questions should appear
to be a bit heated at times it means simply that we are endeavoring
to get information which the committee needs, and I trust that you
shall never feel any part of it is personal.

This is one court in which there is only one group of witnesses, all
from the same side, and unless we do some developing of facts from this
side of the table the hearing would become a one-sided affair.

ALLOCATION TO INTER-AMERICAN DEVELOPMENT BANK

Is it accurate for me to state that subsequent to the Bogoti meeting
the Congress authorized a ceiling of $500 million on the item to carry
out our commitments. But, at a later date, when all of the material
had been received, it was decided by the administration that $394
million would meet our commitments for this particular item?

Mr. Gorpon. No, sir. I’'m afraid not.

Mr. Passman. I am speaking now of this particular agency.

Mr. Gorpox. Sir, the Bogotd commitment covered projects or
proposals for social development in a number of fields, in four broad
fields, one of which is agricultural development, improvement of rural
living standards, one is education, one is health and one is housing.
Those are the four areas for work which are specified in the Act of
Bogota.

In developing the program—and this is in accordance with what
was stated to the authorizing committees last year—we have sub-
divided these funetions between two administrative agencies, one of
which is most able to deal with certain of these fields and the other
of which is best able to deal with others.

Broadly speaking, as the statement of Mr. Ball, which I hope to
read in due course, will indicate, the Bank is to be responsible for the
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agricultural and rural living projects, housing projects and that part
of the public health which is water and sanitation. The ICA is to be
responsible for education and training and other aspects of public
health,

All of these fields were included in the Bogota program from the
very start so that the fact that the $394 million is assigned for ad-
ministration to the Bank does not mean in the slightest that that is the
whole of the Botogf commitment or understanding. '

Mr. PassmaN. But so far as the Inter-American Development Bank
is involved, $394 million is the required capital to carry out] that phase
of the program?

Mr. GorpoN. To deal in this first installment with those respon-
sibilities proposed to be assigned to the Bank, yes, but that is only
one portion of the total.

Mr. Passman. [ understand that; and that is what confounds me.

I am going to prove, by Cabinet rank if I have to, that you do not
need the $106 million. If you insist on trying to put the two together,
then it will just have to be that way; however, I happen to think it is
my responsibility to help develop this information. My question
was simply, so far as the Inter-American Development Bank goes,
the $394 million is all that you require in funds, before you get into
ICA.

Mr. Gorpox. Yes, sir.

Mr. Passman. I am speaking concerning the Bank.

Mzr. Gorpon. Yes, sir.

Mr. Gary. Will the gentleman vield?

Mr. Passman. Yes, sir.

Mr. Gary. That is not for the Bank. That isin a trust fund we are
creating for loans that are going to be made by the Bank. It will
not become a part of the capital of the Bank, but the Bank will make
the loans, as I understand it, as the agent of the U.S. Government,

Mr. Gorpon. That is right, Mr. Gary. The funds are to be put
in trust. They are American funds to be handled by the Bank as
trustee, separate, entirely, from its ordinary capital.

Mr. Gary. No part of the fund becomes a part of the capital of the
Bank?

Mzr. Gorpon. That is right.

Mr. Passman. I understand that perfectly. It is being admin-
istered by the Bank,

Mr. Gorpon. That is right.

Mr. Passman. The $394 million is a one hundred percent U.S.
grant, with no matehing funds from any other nation.

Mr. Gorpon. Yes.

Mr. Passman. But of the other $106 million, $100 million goes to
ICA.

Mr. Gorpoxn. That is right.

Mr. Passman. And for where they already have similar projects
going in Latin America.

Mr. Gorpox. When we come to the right time, Mr. Chairman, we
will try to demonstrate to you that this $100 million is needed in
addition to the present funds.
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Mr. Passman. I understand that. You have transferred it over
to 1CA.

Mzr. Goroon. We propose to.

Mr. Passman. That is exactly what I am endeavoring to establish.

Mr. Axprews. May I ask one question, Mr. Chairman?

Mr. Passman. Yes.

ICA ALLOCATION TO BE USED FOR CAPITAL GRANTS

Mr. Axprews. This $106 million could be considered as a supple-
mental for ICA appropriations for 1961, could it not?

Mr. Gorvox. Not under ICA’s present authority, Mr. Congress-
man, because the purposes for which these funds are proposed to be
used, although they do include technical assistance of the kind that
ICAis now authorized to carry on, also they include what we call
social capital; for example, assistance in the construction of aided
self-help schools or hospitals, things of this kind which the ICA is
not now able to do.

Mr. AxprEws. But for all practical purposes it could be considered
as an addition or supplemental to the 1961 appropriation for ICA as
far as this particular area is concerned?

Mr. Goroox. Under broader authority and of course clearly ear-
marked for these purposes in this region.

Mr. Passman. We should let the record show that ICA does have
self-help schools. They have had programs in the past in that field.

Mr. Gorpon. I would like, sir, if I may, to ask the ICA to testify
to the differences between what they are doing or have done.

AUTHORITY OF BANK TO MAKE GRANTS FOR TECHNICAL ASSISTANCE

Mr. Passman. Does the Bank have authority to make grants out
of this $394 million?

Mr. Gorpon. The Bank has the authority to make grants in con-
nection with technical assistance. If you will permit me, I would
like to read the precise terms of the Bank’s authority to make grants
because this has been drawn very carefully. This is also from the
trust agreement in annex C.

Mr. Taser. What page?

Mr. Gorpon. It is annex ! and it is page (-3, sections 104 and
105, the administrator, which is the Bank, is to make loans for projects
or programs as indicated and then in addition in section 105, he shall
utilize the resources of the Fund to provide technical assistance
related to projects in the field set forth above and also technical
assistance relating to the mobilizing of domestic financial resources
and the strengthening of finaneial institutions,

That technical assistance may be provided by the Bank.

Mr. Passman. If you will check, there is not one single item for
which you propose ‘to use the $100 million that you do not have
authority for in ICA. I shall endeavor to place in the record a list
of those projects, covering three or four pages. If there are any left
out, you may supplement the list.

Mr. Ruopes. Would you yield, Mr. Chairman?

Mr. Passman. Yes.
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Mr. Ruopes. Mr. Gordon, if the expenditures can be made from
the trust fund for technical assistance, what is the difference between
this type of expenditure and the type of expenditure ICA would
make with its $106 million.

Mr. Goroon. These technical assistance grants are related to
specific projects which the Bank would be financing by loans and
also as the last clause indicates, some assistance in helping the gov-
ernments generally in the strengthening of their finaneial institutions.

There is a clear division of function between the two.

Mr. Ruopes. Not to me, sir. If you will read this language again,
it is to provide technical assistance related to projects in the field,
set forth in section 1.04, and section 1.04 covers land settlement,
improved land use, low-cost housing, community water supply, and
facilities, supplementary financing of facilities for advanced education,
and training. To me this is rather broad.

Mr. Gorpon. Sir, the expectation is that on such things as tech-
nical assistance, in connection with agricultural credit institutions or
low-cost housing institutions that the ICA will go out of that business
when its present projects are wound up and the Bank will have sole
responsibility for it.

Mr. Ruopes. Would there be any objection on your part if we
were to place a statement in the committee report on this bill para-
phrasing the statement you have made?

Mr. Gorpon. Not at all. I think we have a clear statement on
this in the presentation book itself. If you will give me a moment,
I will try to find the language which deals with it.

Mr. Ruoogs. Before you do that, and you can do that for the
record later, il you wish——

Mr. Gorpoxn. I have it now.

Mr. Ruopes. Go right ahead.

Mr. Gorpon. At the bottom of page 33, we say:

In certain of the fields assigned to IDB administration under this program,
projects are now being carried on by the ICA. When, in the judgment of the
host country and the Bank, such projects should be continued or expanded,
it is essential to avoid the loss of momentum by provid ng a transition period
for an orderly transfer of the activity.

What is intended there, and perhaps it is not as clearly stated
as I thought it was, is that those activities will be transferred and new
activities of that type will be done only by the Bank. That is, ICA
will not initiate new projects in those technical assistance fields
for which the Bank now is being given responsibility.

Mr. Ruopes. In other words, we are taking ICA out of certain
unilateral fields and transferring those fields into multilateral aid
in the Inter-American Development Bank.

Mr. Gorpon. To multilateral.

Mr. Ruopes. If the chairman will yield for one more question.

Mr. Passman. I yield.

Mr. Ruopes. How much of the $394 million do you anticipate
would be used for technical assistance grants under section 1.05?

Mr. Goroon. I don’t have the figure but I would expect it to be
quite small. 1 would certainly expect the great bulk of those funds
to be used for loans.

Incidentally, if T may add one point, the Inter-American Bank
under its regular charter also has parallel authority. In its Bolivian
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loan for example, which Mr. Dillon mentioned yesterday, it is provid-
ing a small technical assistance grant. The total loan is for $10
million. As T recall, the technical assistance grant is for a few hun-
dred thousand dollars in connection with that. That is the kind of
ratio that I would anticipate in general.

Mr. Passman. 1 want to restate that there is some difference of
opinion among officials in Government at a very high level as to the
need for the $106 million. I invite you to discuss with top echelon
people in the executive branch the question of need for the $106
million; and if they indicate that there is no real need for it, you
would not press the point, would you?

Mr. GorpoxN. You mean, sir——

Mr. Passman. T mean just exactly what I said, Mr. Gordon. If
you go to the very top ec%wlon, even the Cabinet level, and they in-
dicate that there is no real need for the $106 million, will you then
press it or will you rest your case under the regular ICA bill?

Mr. Gorpon. Sir, I am working temporarily for the Secretary of
State.

If the Seeretary of State were to tell me that this is not needed——

Mr. Passman. The Secretary of State is not the only Cabinet
member. You might discuss this matter with more than one of them.
I can assure you that if you go to the top level you will find out that
they are willing to defer it, it is not actually needed. I am resting
my case on that statement, and it shall remain in the record. If you
talk this over with some of the people in the top echelon you may
possibly withdraw your request for the $106 million.

PURCHASE OF GOLD FROM UNITED STATES BY ARGENTINA

Is Argentina one of the participating nations in this program?

Mr. Gorpon. Yes, sir.

Mr. Passman. Argentina purchased last year $50 million in gold.

Mr. Gorpon. Yes.

Mr. Passman. They purchased $50 million in gold. That gold
now is dormant. It is not doing Argentina any good. Had they
left the $50 million in short-term dollar assets they could have drawn
a substantial rate of interest, could they not, amounting to:about
$1% million a year?

Mr. Gorpox. I suppose this is so.

Mr. Passman. And it could only follow that a loss of faith, maybée
in the American dollar, at least temporarily, or in our inability to man-
age our monetary system, prompted them to convert their dollars
into gold and carry it without any interest?

Mr. Gorpon. T would doubt that, Mr. Chairman. The Argen-
tines had suffered exceedingly heavy losses in their gold reserves in
previous years. They sold to us, in 1959, some gold; in 1958 I have
$67 million; 1957, $75 million; 1956, $15 million; all together over the
5 vears, although it is true that last year they did buy $50 million,
all together over the 5 vears they have lost $207 million.

Some modest reconstitution of their gold reserve and thereby their
international eredit worthiness——

Mr. Passmax. Is your thinking on that score in accord with the
views of those in the positions of responsibility who raise the revenue?
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Mr. Gorpox. I haven’t consulted the Treasury, sir.

Mr. Passman. It is true that for the $50 million in gold Argentina
bought in 1960-—$30 million in the third quarter, $20 million in the
fourth quarter—they are not drawing any interest. It is a question
of transferring from dollars over to gold.

Mr. Gorpon. That is right.

Mr. Passman. Had the Argentine permitted this sum to remain in
dollars, they would have drawn interest on the dollars.

Mr. Gorpox. That is right.

Mr. Passman. They still would have had the opportunity to con-
vert it any time they wanted to do so?

Mr. Gorpon. That is right.

Mr. Passman. By their processes they are losing some million and
a half dollars in interest.

Mr. Gorpox. Yes, sir; but if you take the years as a whole

Mr. Passman. I am speaking about 1960 because the recent trend
throughout the: world has been for nations with excess dollars to
purchase gold. We are now entering into an agreement or proposing
to help the very country which would have been recipient of sub-
stantial dollar holdings had they left their credits in dollars. But,
instead, they have deprived themselves of a million and a half dollars
in annual interest.

Mr. GorpoN. For the 1 year, that is true.

Mr. Passman. I am speaking of the 1 year.

Mr. Gorpon. I think it is difficult to look at this situation in terms
of 1 year only. I think any sensible banker in the situation of inter-
national finance as it is would like to have some modest portion of
his foreign exchange holdings in gold.

Mr. Passman. He could have converted at any time. Presently,
by your action here, it would indicate that these nations are badly in
need of dollar eredits, would it not?

Mr. GorpoNn. Yes.

Mr. Passman. By the action of Argentina, if we may single out
the one nation, they are depriving themselves of some million and a
half dollars in earnings on that money.

Mr. Gorpon. Virtually all central bankers in the world feel it
prudent to have a small amount.

Mr. Passman. I am speaking only of the recent purchase. I can
assure you that it may be, upon investigation, your views are not in
“accord with those who are charged with the responsibility of raising
the revenue.

Mr. Gorpoon. Can I make one remark about the Argentine gold
holdings?

Mr. Passman. Certainly.

Mr. Gorpon. Argentine gold holdings back in 1955 were $372
million, and at the beginning of 1960 they were down to $56 million,
so these purchases that we speak of bring them back to around $100
million. That does not, Mr. Chairman, seem to me an excessive
amount of gold holding for a nation of that size.
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DECLINE IN U.8. GOLD HOLDINGS

Mr. Passman. It may not be, but let me say this: At the end of
1952 U.S. gold holdings amounted to $23,252 million; by the end of
calendar 1!}[10, these hnl:lmgs had clmppul to $17,766 million—to a
dangerous level, according to those in authority, for a net reduction in
that 8-year period of $5,486 million. Covering the same period, at the
end of 1952 the rest of the free world had gold holdings of $13,028
million. However, those countries increased their gold holdings
through the 8 years to $19,400 million, for an increase of $6,372 million.
So, at the end of 1960 they actually held almost $2 billion more gold
than the United States. If we may pursue this situation just a bit
further, in 1952 a then all-time high of foreign-held short-term dollar
assets, in the amount of $10,546,100,000, had been reached. But,
by the end of 1960 this total had jumped to the unprecedented sum
of $21,430,600,000, or an increase ol $10,884,500,000. Therefore,
while other free world countries more than doubled their dollar assets
they also increased by 50 percent their gold holdings. I think you
will admit that with such a trend as that it is time to take a long and
hard look at every dollar we appropriate.

Mr. Gorpon. Mr. Chairman, I certainly agree with that and I am
certainly just as unhappy as you are about what has happened to the
balance of payments of the United States in recent years. Let me
say, however, that Latin America has had virtually nothing to do
with this,

DECLINE IN GOLD HOLDINGS OF LATIN AMERICAN COUNTRIES

The Latin American gold holdings at the beginning of 1952 were
$1,955 million; on September 30 last, which is the last figure I have
here, they were $1,370 million, which is to say a loss of almost $600
million; similarly with respect to the holdings of dollar assets—I
haven’t got the figures immediately handy, but there was no significant
accumulation of short-term dollar holdings by the Latin American
countries.

Mr. Passman. I think that in 1960 they purchased $105 million in
gold. I can only say this, Mr. Gordon: We jointly are the spenders.
Another department is :]111‘7111 with responsibility for raising the
revenue. They are alarmed over it. You may wish to discuss it
with them.

Mr. Gorpown. Yes.

This program, of course, has been thoroughly discussed with the
Treasury.

Mr. Passman. I am not talking about the program. I am speak-
ing of the fact that some of the proposed recipients of money that we
are now considering have bought in excess of their needs of gold.
They have converted dollars that should have remained in dollars
into gold. Had this not been done, they could have earned money
and lessened the burden on the United States to make these grants
to them.

Mr. AxprEws. May I ask a question about the table on page E-6,
Mr. Chairman?

Mr. Passsman. Certainly.




70

GOLD AND FOREIGN EXCHANGE HOLDINGS OF ARGENTINA

Mr. AnprEws. It shows there that gold in foreign exchange hold-
ines at the end of the vear for Argentina, 1959, were $349 million.

Mr. Gorvox, That is right, sir.

Mr. Axprews. With a note “Central Bank only.” Wou'd vou tell
us about any other gold or foreign exchange that any people outside
of the Central Bank have?

Mr. Gorpon. I do not know precisely the significance of that note.
Could I ask one of the gentlemen from ICA who prepared this table
to tell me about it?

This is footnote “A.” In general, T do know the situation with
respeet to gold and foreign exchange holdings of other countries,
Normally, some amount of foreign exchange specially is held by com-
mercial banks. Now some, in reporting to the International Mone-
tary Fund, give the Central Bank only and some give the Central and
the commercial banks and T assume that in the Argentine case it is the
Central Bank only.

Mr. Anpruws. This note says Central Bank only.

Mr. Gorpon. There are undoubtedly estimates of what the remain-
ing Arecentine holdings are.

I will be glad to get those for you.

(The information follows:)

Gold and foreign exchange holding of Central Bank of Argentina

[In millions of dollars]

Gold Foreign
exchange

3,k s A [ R e SN e M e O S P e < 56 203
NOY: 30,2000 1o ge i . -~ J 84 563

! Latest available. Data from IMF bulletin of March 1961; data for other banks unavailable,

Mr. Axprews., Would this be the equivalent of gold and foreign
exchange?

Mr. Gorpox. I doubt very much whether any gold is held outside
the Central Banlk.

Mr. Axprews. I am talking about the ficure of $349 million.

Mr. Gorpon. That is gold and other foreign exchange.

Mr. Axprews. That foreign exchange in dollars could be converted
into gold, couldn’t it?

Mr. Gorbon. The dollars could. Actually, all other currencies
could nowadays, too It could be gold, sterling, German marks, any
foreign exchange holdings of the Central Bank. They could be con-
verted into gold as long as the currencies are convertible as they are
at the present time.

Mr. AnprEws. I see Brazil for the same period had $457 million.

Mr. Gorpox. I am told here, Mr. Congressman, that the commer-
cial banks in the case of Argentina hold no gold so that anything
beyond this $349 million would simply be dollar or other foreign
currency holdings by the commercial banks.

Mr. Passman. What is the total of Argentina’s gold and foreign
exchange holdings, as of your last report?
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Mr. Gorpon. This was at the end of 1959. I will give you the
gold and foreign exchange. Total of gold——

Mr. Passman. Both gold and foreign exchange holdings, because
they could convert their dollars into gold.

Mr. Gorvox. I do not know what currencies all of these are and
therefore, I do not know how many of them are convertible.

I would prefer to supply that for the record, if I could.

Mr. Passman. Are we supposed to discount these justifications?

The elerk just pointed out that you show $349 million.

Mr. Gorpon. That was as of the end of 1959. 1 was trying to get
them up to date.

Mr. Passman. You have a book there. What do you show at the
end of 19607

Mr. Gorpon. I have only the third quarter of 1960, here. This is
the International Monetary Fund report and it shows foreign exchange
of $573 million as of September 30 and it shows gold of $84 million as
of September 30,

Mr. Passman. That is a very substantial increase over the previous
year, is it not?

Mr. Gorpox. That is right.

Argentina, as vou know, as a result of this remarkable stabilization
effort that President Frondizi instituted had a remarkable raise in its
foreign exchange holdings. Foreign exchange alone was $293 million
at the end of 1959 so from December 1959 to Qctober 1960 they had
an increase of $280 million in their foreign exchange holdings.

L
GOLD AND FOREIGN EXCHANGE HOLDINGS OF LATIN AMERICAN
COUNTRIES

Mzr. Passman. How about Colombia?

Mr. Gorpox. For September 30 of last year, gold, $75 million.

Mr. Passman. The total?

Mr. Gorpon. And foreign exchange, $87 million, so the total
would be $162 million.

Mr. Passman. Mexico?

Mr. Gorpox. But in the case of Colombia the foreign exchange
holdings fell [rom 141 at the end of 1959, to 87 at the end of September
1960. In the Mexican ecase there was also a fall in foreign exchange
from 271 to 231 and the gold holding also went down in that same
period from 142 to 120. The total as of September 30, was 351.

Mr. Passyman. Could vou provide for the record at this point a
table listing the gold and foreign exchange holdings for each country in
Latin America at the end of calendar year 1960 or for fiscal year 1960.

Mr. Gorpon. We can certainly do fiseal vear 1960. I don’t know
whether we have had December 31 figures for all the countries as yet.

Mr. Passman. Fiseal is all right.

Mr. Gorpox. All right.

(The information follows.)
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Gold and foreign exchange holdings of Lalin American countries, monelary
authorities and cther officials, June 30, 1960

[In millions of 17.8. dollars]

Total Gold Forelgn
holdings exchange

Latin America. - e 3,200 |

Argentina.__. = S iy s 550
Bolivia.

Brazil. ..

Chile. ..

Colombia.

Costa Rica..

e sl
Dominican Republic
Ecnador........

El Salvador.
Guatemala.
Honduras.

Mexico. ..
Nicaragua.

Panama_

Peru....

Uraguay. . .
Venezuela

Bource: International Monetary Fund. Total holdings rounded to nearest million.

Mr. Passman. When you actually study these tables, and see the
tremendous dollar credits held by these nations, you wonder why this
thing should not be working the other way. While we are helping
them, they are reducing their public debts while we increase ours.

Would you like to make your statement at' this time for Mr. Ball?

Mr. Gorvon. I would like, Mr. Chairman, to read the statement
that Mr. Ball would have given you.

Mr. Passmax. Will you be prepared to answer questions on the
statement?

Mr. Goroon. Yes, indeed. I would like to supplement it by a brief
statement of my own at the end, if I may.

Mr. Passman. Certainly,

Mr. Gorpox. This is the statement of the Honorable George W,
Ball, who, as you know, is in Europe working with our allies there in
discussions of how they may be persuaded to contribute more to
assistance to underdeveloped countries.

Mr. Tasrr. Will the gentleman yield?

Mr. Passman. Yes; I yield.

Mr. TaBer. Is it possible that the setting up of a target here in
this country of enormous proportions will make those folks across the
water feel as if they were being led into something where their contri-
bution need not be so large? I would like to have some of you who
are passing on tactics mull those things over,

Mr. Gorpox. I will pass those observations on. My own responsi-
bility is concerned only with this Latin American program, but 1
believe that this point has been very carefully considered.

Mr. Taser. When you are dealing with somebody and you go out
and set up a target indicating a very large supply of this or of that,
you make him feel that his contribution does not need to be so big.

Mr. Gorpox. T think it is the hope of the administration that 1t
will work the other way. In faet, I think I can say I know that.
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Mr. Taser. Did vou ever know of such a situation as that? We
have been watching these things for quite a while and that has been
the conclusion that I have been forced to.

[ just wanted to see if there was any explanation of that situation.

Mr. Gorpon. Mr. Ball will be before vou after he returns from
Europe and I think at that time it would be best to discuss it with
him, if that is agreeable.

REQUIREMENT FOR SELF-HELP PRIOR TO LOAN APPROVAL

Mr. Ruopes. Along these same lines, I wanted to draw your at-
tention to paragraph 2.01, subparagraph (c¢) thereof, which states
that loan requests shall be granted only for projects or programs in
which the applicant bears an appropriate share of the total cost.

I wondered what an appropriate share might be.

I think that is what Mr. Taber had in mind.

Mr. Gorpon. I thought Mr. Taber was talking about our negotia-
tions with the Europeans.

Mr. Taser. I was, primarily.

Mr. Ruaopes. Pardon me.

Mr. Taser. I think the other is very material.

Mr. Ruopes. Have you an answer to that?

Mr. GorpoN. Yes, indeed. The answer is that the appropriate
share depends on the circumstances of the particular country and the
nature of the project. In some cases it ought to be 50-50. In other
cases 75 theirs and 25 ours. In other cases, when vou look at Haiti,
it might be ours would have to be the lmgmb shares.  In every case
we would expect a real contribution on the part of the recipient
countries.

Mr. Ruopes. The word “appropriate’” means what it says and the
special trust fund and the offictals who administer it will in each case
determine what proportion might be appropriate in accordance with
the resources of the country.

Mr. Gorpon. That is exactly right.

Shall I proceed, Mr. Chairman?

Mr. Passman. Off the record.

(Discussion held off the record.)

1

POSSIBLE NEED FOR FUTURE APPROPRIATIONS

Mr. Passman. Mr. Gordon, before you proceed with your state-
ment, I should like to ask one question with respect to the $394 million
contribution to the Inter-American Dev elopment Bank, acting as
trustees in handling these funds. Is this just a one-time proposition
or is 1t recurring?

Mr. Gorpon. I was asked this question yesterday, Mr. C ‘hairman,
As I indicated then, if the program is successful, the administration
expects there will be a further installment or installments asked for
when the time comes.

We had some discussion yesterday as to when that time might be.
T said T thought that the administration would probably be coming
* back during the course of fiscal 1963 with respect to fiscal 1964. That
is the situation.

If the program is unsueccessful we will not be back.
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Mr. Passman. Have you ever known of any of these foreign-aid
agencies to be unsuccessful? Have you ever known any of them to be
abolished?

Mr. Gorpon. Yes, sir. I spent about 8 years——

Mr. Passman. Speaking of an agency now, a separate agency set
up as the Development Loan Fund, or the point 4 program. Have
you ever known of one to be abandoned?

Mr. Gorpon. The Marshall plan was successful. Tt cost less than
it was originally expected to cost. It worked more rapidly than it
was expected to work, and it was brought to an end on the indicated
date.

Mr. Passman. It gets worse every day, though. For the Marshall
plan we started out on a program with a total cost of $15 billion to be
completed in 5 years. The Marshall plan led into other plans, and
now we have passed the $100 billion mark, and we are going on and
on.

Mr. Gary. You are talking of other plans. The Marshall plan
was closed within 5 years and it did not cost the amount of money
they originally said it would cost.

Mr. Passman. I said that the Marshall plan led into other and
different plans.

Mr. Gary. There is no way of telling what we will get into these
days, but the Marshall plan itself, and that statement has been
made time and time again, the Marshall plan itself was closed within
time. Every promise that was made with respect to it was kept.
We saved Europe from communism, and then trouble arose in Asia
and we went into the war in Korea and started an aid program in
Asia.

Mr. Passman. Mr. Gordon made the reply that if it did not prove
successful the plan would be abandoned,

Mr. Gorpbon. That is right. .

Mr. PassmaN. You are not saying that the Marshall plan was not
a success?

Mr. Gorpon. On the contrary. The Marshall plan accom-
plished

Mr. Passman. That was the only point. I have never known of
a plan to be abandoned on the basis that the plan was not a success.

Mr. Axprews. On page 1 of the other book, Mr. Gordon. you
state that
ineluded in this volume are selected proposals to be considered for financing under
the infer-American program for social progress. These individual projects,
total approximately $800 million—

Mr. Gorpox. That is right.

Mr. ANnprews. Your request before us is for $500 million?

Mr. Gorpon. That is right.

Mr. Axprews. To carry out this $800 million program?

Mr. Gorpon. No, sir. 1 will be covering that point in my state-
ment, sir.

Mr. ANpreEws, Very well.

Mr. Passman. Off the record.

(Discussion held off the record.)

Mr. Passman. Let me read from a news clipping:
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A House Appropriations Subcommittee is scheduled to start hearings on
J.E.K.s $500 million social reform development and other programs in Latin
American nations that eventually may cost us and them and private interests
$13 billion.

Is that amount the estimated cost of this program?

Mr. Gorpon. No, sir. There is no estimate of the ultimate cost
of this program. T am sure it will be very, very much under $13
billion.

Mr. Passman. Where does all this information come from that gets
into the papers? The Secretary said yesterday there was a “leak”
from the White House.

Mr. Berre. Perhaps I can answer that. It is pure accident.
Someone asked what the cost might be. I said, incautiously, “The
total cost of the Marshall plan was $13 billion approximately, andI
would expect it would be less than that.”

From there out the $13 billion got fixed in the press and no one has
been able to take it out.

Mr. Passman. You can understand why we would be concerned if
we are embarking upon a $13 billion program. We should know
about it. :

Mr. BerLe. Certainly.

Mr. Raopes. On page C-5, section 3.02, it states:

The Administrator shall be entitled to make commitments in behalf on the
Fund in an amount of blank dollars which may be increased by mutual agree-
ment.

Do you know the amount which would be inserted in that blank?

Mr. Gorpon. If Congress makes the appropriation we requested
the amount to be put in there would be $394 million.

Mr. Ruopes. Thank you.

Mr. Gorpon. It is in blank pending action by the Congress.

Mr. Passman. Mr. Gordon, you may present Secretary Ball's
statement.

StaTrEMENT oF Hon. GEorGe W. Barn as Reap By Mg. Gorpon

Mr. Gorpon. Mr. Chairman, members of the committee, Secretary
Bowles has discussed with you the great importance of this proposal
to our relations with Latin America and Seeretary Dillon has outlined
what took place at Bogotd and has discussed the Inter-American
Development Bank. I should like to turn now to the principal
developments in this program since the Conference of Bogota.

First, we have worked out with the management of the Inter-
American Development Bank the operating machinery and governing
criteria for the handling of their part of the program.

Second, Latin American governments have been moving in the
directions chartered by the Bogoti Conference. Several of them
have undertaken new measures of institutional improvement, as
indicated in our presentation book. Preliminary proposals for
projects meeting the most pressing social needs have been developed,
so that we can now recommend to you a reasonable division of the
funds between the operating agencies.
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THE ALLOCATION OF FUNCTIONS AND PLANS FOR ADMINISTRATION OF
THE FUNDS

The basic criterion for division of operating responsibility is to
assign to the IDB the functional areas where projects are generally
suitable for financing through loans (whether repayable in dollars
or in local currencies), and to assign to the ICA the areas where most
projects should be on a grant basis or are otherwise unsuited for
IDB administration.

A small fraction, referring to the $6 million, is to be reserved for
studies, action-oriented conferences, and related technical assistance,
to be organized by the economic and social arm of the Organization
of American States, in planning for the mobilization of domestic
resources and in developing institutional improvements.

In practice this means IDB administration of projects for land use
and related improvements in rural living conditions, housing, water
supply and sanitation, and technical assistance related to such
projects,

ICA administration of this program would include projeets in
education and training, general public health, and other activities.

The evidence indicates the needs for assistance from the fund are
divided in a ratio of about 4 to 1 between the respective areas of
responsibility of the Bank and the ICA. The proposed allocations
of funds, therefore, are $394 million for the Bank, $100 million for
the ICA, and $6 million for the OAS.

ARRANGEMENTS FOR IDPE ADMINISTRATION

The terms and conditions under which funds are to be administered
by the IDB will be specified in a trust agreement. The Bank’s
management and Board of Executive Directors have indicated
their agreement with the draft as contained in annex C of the pre-
sentation book and summarized at pages 32 and 33, subject to final
consideration by the Board of Governors. It is anticipated that,
immediately after the Congress has acted upon the appropriation, a
definitive agreement will be conecluded with the Bank. The prineipal
features of the draft agreement are as follows:

(@) The Bank shall provide loans on flexible terms and conditions,
including repayment in local currency, and may provide technical
assistance on a grant, loan, or reimbursable basis.

(b) The Bank shall give continuous consideration to the institu-
tional improvements and other self-help measures which a country
is making, and assistance shall be made available to projects related
to self-help measures in countries which demonstrate progress in this
area,

The United States in advancing funds to the Inter-American
Development Bank will not expect repayment of funds to the United
States. Our hope and expectation is for repayment in the increased
strength and growth of democratic institutions in the free societies
of our Latin American neighbors. From the standpoint of the borrow-
ing nations, however, the greatest portion of the aid extended to them
will be in the form of loans and they must marshal their resources
to service and repay such loans to the IDB. Our funds placed in trust
may then serve a second purpose by being reused by the Bank either




in the same country or elsewhere in the hemisphere for further as-
sistance to social progress.

ARRANGEMENTS FOR ICA ADMINISTRATION

In the fields assigned for administration by the ICA, that agency
has had extensive experience with technical assistance activities
directly in line with the types of assistance contemplated under the
new program. These activities, however, have generally been con-
fined to technical advice and limited demonstrations. Under the
new program, assistance is also contemplated for such purposes as
support for self-help school construction and public health activities
and provision of technical equipment and instructional materials.
It is not intended to make further requests for financing ICA technical
assistance activities in Latin America in the fields covered by the
present program.

The ICA, like the Bank, will make its assistance available only
where the recipient country takes appropriate measures of self-help.
It is essential to the development of sound projects and adequate self-
help measures that the nations of Latin America know the $100 million
intended for the ICA will be in fact available to it. It is equally
important to the efficient and economical use of these funds that they
not be obligated under the pressure of a fiscal year deadline. We urge
yvou most strongly thut the funds for this program be available on a
no-vear basis.

INITIAL PROJECT PROPOSALS

Since the Conference at Bogota our embassies and operations mis-
sions have consulted with the Latin American governments to identify
projects which are urgently needed to speed social progress. About
200 such proposals have been reported, with total outside resource
requirements of about $1,225 million.

First examination of these initial reports indicates that proposals
needing some $800 million in outside help warrant early consideration.
A breakdown of these by major classes is contained in the President’s
message, and a detailed listing has been submitted to you on a classified
basis. The total in the ﬁel(%s proposed for Bank operation amounts
to $611 million and the total in ICA fields amounts to $187 million.
You will see that the proposals are squarely directed to the objectives
set forth in the Act of Bogota.

Let me stress that these are not refined projects negotiated in detail
with the governments concerned. When the funds are available, it
will be the immediate responsibility of the operating agencies to under-
take such negotiations. It is nonetheless plain that the total of
proposals deserving early consideration far exceeds the full appro-
priation requested and the total of projects properly allocable to the
Bank and to the ICA respectively exceed the funds now requested
for each operating agency.

Until the Bank and the ICA can negotiate case-by-case the details
of the related self-help measures, however, it is impossible to predict
the individual projects for which the funds now requested will be used,
the amounts “‘]]i(‘{l will be used in each country, or the rate at which
commitments will be made.
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RELATED PROGRAMS OF ASSISTANCE FOR LATIN AMERICA

A number of international and national agencies are now providing
assistance to Latin America to promote the economic growth of that
region. They include the World Bank, the Inter-American Bank,
various United Nations agencies, the Export-Import Bank, the Devel-
opment Loan Fund, and the ICA. As already indicated by Secretary
Dillon, the new program is intended to fill a need not adequately met
by these programs, and continuing or expanded assistance by all these
agencies will be required for accelerated economic development. Tt
is also our hope that bilateral assistance activities in Latin America
by other industrialized nations of the free world will be expanded.

Coordination of the bilateral activities under this program with
other aspects of U.S. assistance is presently a responsibility of my
office. Under proposals now being developed in the executive branch
for improved organization of foreign-aid activities, provision will be
made for effective coordination of work on this program, as well as
on other aspects of the broader alliance for progress in this hemisphere
proposed by the President,

ADMINISTRATIVE EXPENSES

We are not seeking for fiscal year 1961 administrative funds for
either the ICA or the State Department to cover initial expenses in
administering the program. These costs will be absorbed within
available administrative expense appropriations. However, in fiscal
year 1962 and subsequent years the new foreign assistance legislation

will make provision for such expenses. The administrative expenses
of the IDB will be covered by the sum to be made available to the
Bank under the terms of annex A of the draft trust agreement. (See
p. C-9 of the presentation book.)

SOVIET ECONOMIC ACTIVITIES

To supplement the broad political background outlined by Acting
Secretary Bowles, T would like to sayv one word on Soviet economic
activities in Latin America. The international Communist move-
ment at the conclusion of the Moscow Conference last December
stated that “a front of active struggle with imperialism has opened
in Latin America,” pointing to the Cuban example as a model to be
followed by all. The Congress is familiar with the massive expansion
of Communist-inspired diplomatic and propaganda activity in Latin
America in recent months. Only 2 weeks ago the signal for an all-
out Communist drive in Latin America was given at a meeting in
Mexico City of fellow-travelers from throughout the hemisphere.
One of the principal instructions from the conference to the delega-
tions was to stump for the rejection of all U.S. aid and cooperation
and to oppose the OAS as an “instrument of American imperialism.”

On the economic side, while Latin American trade with the Soviet
bloc (except for Cuba) is still relatively small, the Soviets have been
advancing superficially attractive trade and aid offers to various
countries, and such activity will doubtless become intensified. Long-
term economic credits include $104 million to Argentina and $3.5
million to Brazil. In addition, the Soviets have tentatively offered
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$150 million to Bolivia, and the Czechs have dangled the possibility
of eredits before the Government of Ecuador. '

The Soviet pattern is to probe for strategic opportunities to in-
crease their economic role, offering barter trade as the answer to
primary commodity marketing problems and economic aid on a
long-term basis with low interest rates and apparently easy repay-
ment terms.

This, Mr. Chairman, completes our formal presentation with respect
to the appropriation of $500 million. Messrs. Mann and Labouisse
will speak to the separate $100 million request for Chilean rehabilita-
tion and reconstruction, I cannot emphasize too strongly the urgency
of favorable action by the Congress on these requests so that real
resources may be in hand to maintain the momentum created at
Bogoté and to support the progressive forces in Latin America eager
to move forward in their economic and social development by demo-
cratic means.

I[f T may say a word on my own behalf, Mr. Chairman.

Mr. Passman. Yes, sir.

STATEMENT CONCERNING LACK OF DETAILED JUSTIFICATIONS

Mr. Gorpon. Mr. Chairman, you raised yesterday the question
whether the justification now being presented to your committee is
consistent with what was envisaged last summer when the authori-
zation was approved.

The Foreign Affairs Committee in its report on the authorizing
bill (report No. 2163 of August 25) stated:

The committee has been assured that no request for the appropriation of any
of the funds authorized will be made by the Executive until comprehensive
programs for their use have been worked out. The committee has been further
assured that assistance from these funds will not be provided until the govern-
ments which are to be beneficiaries have given evidence of their determination
and ability to earry through the necessary institutional and legislative changes.

We believe it is fair to say that the Executive has worked out
“comprehensive programs for their use” to the degree that the reali-
ties in Latin America make possible. We have worked out a clear
allocation of responsibilities for the administration of the funds. We
have negotiated with the Bank a trust agreement which, when signed,
will state very plainly the terms under which our U.S. funds are to
be used and will provide as stringent provisions for their use as can
sensibly be employed to achieve the objectives we have envisaged.
We have worked out in the ICA plans to put to use the funds to be
allocated to it as soon as can wisely be done. Moreover, as indicated
by the examples submitted to you in our presentation, we now know
that specific needs exist and detailed projects can be promptly worked
out in all the fields covered by the Act of Bogoté, requiring outside
resources substantially exceeding those now requested.

Two factors make.it unwise and impracticable to go further in
refining specific projects without funds in hand. The first is that the
ICA cannot commit funds for specific projects until those funds are
appropriated—and we do not believe you would wish it to. Similarly,
we cannot permit the Bank to commit funds nor would it be willing
to do so until funds are available to it. The second factor is that we
do not want to and do not intend to commit funds for these social
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development projects until, as the Foreign Affairs Committee stated
in its report, the governments which are to be beneficiaries have given
evidence of their determination and ability to carry through the neces-
sary Institutional and legislative changes. We are not talking here
about isolated projects. We are talking about projects as parts of
programs for social development. Unless the necessary outside
resources are clearly going to be available in adequate amounts and
for long enough time periods, these programs will not be gotten
underway and we will be back in the position of assisting isolated
endeavors which, however good each one is itself, do not add up to
a coherent and cumulative result in durable social improvement.

If the Marshall plan had waited for detailed item-by-item advance
approval of individual projects, there would simply never have been
European economic recovery.

A number of the countries of Latin America have in fact taken very
commendable forward steps in the past 6 months. I can cite many
instances of this. But we cannot expect them to take further steps
for institutional changes related to specific projects until there is
assurance to them that the funds-for these projects will be fort heoming,
These are democratic nations and their Presidents and legislators
have problems with their constituents just as we do. While we hope
and believe that it will be possible for them to bring about important
and urgently needed changes of many kinds, we know that it will
be very difficult to do so unless at the same time they can have the
assurance of outside resources needed to make these social develop-
ment efforts succeed.

This is the whole purpose of the proposal before you. To put it
simply, there is something of the chicken and the egg here—or, to
change the metaphor, a kind of “vicious circle.” It must be broken
somewhere. President Eisenhower proposed and President Kennedy
has strongly affirmed that the United States take the initiative in
breaking this circle by appropriating the funds now which will be made
available to the Bank and the ICA in order that the incentive and the
encouragement may be available to the countries which are willing
to take self-improvement measures,

If we fail to do this, if we do not break into this vicious circle, it
will continue until it is broken by some other means. I think T should
say plainly that we have seen in Cuba one possible way of breaking
this vicious circle. There is all too great a danger that unless social
progress is made rapidly in many Latin American countries, the
Cuban pattern may be repeated.

If T may add a few words off the record on the political side.

(Discussion held off the record.)

IMMEDIATE NEED FOR APPROPRIATION

Mr. Goroon. There is a cold war going on in this hemisphere. T
hope you will give Mr. Berle, who is a very knowledgeable man on
this problem, an opportunity to speak on this. He is Chairman of
the President’s Task Force on Latin America. As you know, he was
recently on a visit to Colombia, Venezuela, and Brazil.

This is not a child’s game. Our enemies are working very hard
and very fast. T have seen something of this myself in the southern
part of the hemisphere. You have to look only at recent events, the
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kinds of pressures that President Romulo Betancourt in Venezuela
is feeling from both sides, areas of continuing violence in Colombia,
the organization in northeast Brazil, which I have seen firsthand,
of a combined Communist-Castro type movement of peasant leagues
and unemployed slum dwellers, unrest in Panama, and so on.

All of us are unhappy about the situation in Cuba. None of us
want to see more situations like that.

This program we put before you is not just a set of do-good ideas.
This approach has been endorsed by very hardheaded businessmen,
and I cite Peter Grace of the W. R. Grace Co. and the Committee
for Economic Development.

The urgeney on this is real. You asked yesterday about the ur-
geney. It is not urgency in the sense of days, but every week does
count. We have awakened new hopes by launching this program.

I do not think time is on our side. Most of the present govern-
ments are friendly to us and they are prepared to move in the di-
rections of the Act of Bogoté.

Whatever the faults of this program, and I would not argue it is
entirely free from faults, it is directed squarely at the ceulmiﬂsourcvs
of social and political unrest in this hemisphere.

On the problem of timing, there is coming up in Brazil, April 10-14,
the first annual meeting of the Board of Governors of the Inter-
American Development Bank. Secretary Dillon will head our
delegation.

We believe that it would be extremely helpful to our position in
Latin America if there is by then some public indication of favorable
progress in this appropriation.

I hope, Mr. Chairman, you would be willing to let Mr. Berle say
some words about the political aspeets of this situation.

Mr. Passman. Mr. Berle, you may proceed in your own way.

StaTEMENT OF ApoLpE A. BeErLE, CHAIRMAN, PRESIDENT'S
Task ForckE oN LaTiN AMERICA

Mr. BerLe. At the close of the hearing yesterday it was thought
it might be well to introduce the political element at this point. If
you will permit me, I will do it briefly here and answer any questions.

Mr. Passman., We are pleased to have you as a witness before this
subcommittee. You just proceed in your own way. If you do not
have a I!)l'vpu-l‘ed statement we will try to follow you very closely.

Mr. Berre. It is kind of you to permit me to come here. As you
say, this is a committee in which only the plaintiff presents the case
and, if you choose, you serve as the public defender, and I understand
that perfectly.

I am the Chairman of the President’s Task Force on Latin America.
By my choice we have located the task force in the Department of
State because it is foreign affairs and I do not wish to be any party to
the fragmentation of the authority of the Secretary of State.

Mr. Passman. Off the record.

(Discussion held off the record.)

Mr. Passman. Will you give us at this point, for the record, a brief
résumé of your background?

Mr. BeriLe. Certainly. I was first in Latin America in 1918 and
1919 in special work connected with World War I, particularly in the
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Caribbean. This was in Puerto Rico, Cuba, the Dominican Republie,
and Haiti.

Thereafter I was in France, and at the close of the war I was as-
signed to the Conference To Negotiate Peace With Germany at
Versailles. I was there during the Russian and Eastern European
affairs, and there I came into somewhat violent contact with the Com-
munist machine then just getting underway.

For the following 12 years I practiced law in New York. and like-
wise was and still am professor of law at the Columbia University
Law School.

A considerable part of my practice was in Latin America.

In 1933 I was connected with plans in getting the United States
out of the bank holiday. I was secretary of the informal committee.

Immediately after that the Latin American work began again and
I was one of the American delegates of the Inter-American Conference
in Buenos Aires in 1936, and subsequently at the Inter-American
Conference in Lima in 1938.

At this time I left my job as treasurer of New York City to become
Assistant Secretary of State and handled Latin American affairs
through the war until about December of 1944. T was then Ambas-
sador to Brazil for a year and a half and at that point T considered
the time had come for me to tend to my own affairs and I went back
to New York.

I did not, however, abandon my interest in nor my friendship to
Latin America. I visited Latin America at least three times in every
year since then, with possibly one or two exceptions.

I am a member of the council which is the equivalent of the board
of trustees of the University of Puerto Rico, and I am honorary
professor at the University of Brazil and have some other academic
connections in Latin America. That interest included, may I say, a
close friendship with men then in exile who are now running great

arts of South America. This includes Mr. Romulo Betancourt, who
Eud few friends during the last dictatorship and who always was
welcome at my house.

The same thing is true of Lleras Camargo of Colombia, again an
exile in difficulty. A number of other men all up and down the
hemisphere are included.

When the dictatorships began to fall, as they did beginning with
the end of the Brazilian dictatorship in 1945 and the fall of Perén
somewhat later, these men who are the pro-American democratic
forces came into their own and, when T took this job a few weeks ago,
I had personal invitations not as an official but as a friend from the
Foreign Minister of Mexico, the President of Peru, the President of
Venezuela, the President of Colombia, the present head of the Foreign
Office in Brazil, and elsewhere, because of the old days. These are
my personal friends as well as my official friends.

I cannot say that I know Latin America, because anyone who says
he knows Latin America you can discount. It would take more than
a lifetime to get to know Latin America very well. T have had only
one life.

I have had a long and deep experience which is perhaps sufficiently
indicated by the fact T dropped my son when he was 15 at the head
of the Amazon, told him to meet me in Rio in 2 weeks, with the hope
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he could find friends all the way, and he did. This indicates it is not
a casual acquaintance.

I speak the three languages spoken there—French, Spanish, and
Portuguese—though 1 claim no prizes in grammar.

[ have had a good deal of experience, therefore, diplomatic, legal,
and academie, and not any commercially. 1 have declined to have
any commercial interest in Latin America because 1 wish to be free
to act as a friend. .

[ acted as adviser gratis to the Government of Costa Rica when
Nicaragua invaded her in 1956, and I was there when the Nicaraguan
planes strafed the city of San José, staying with another friend of
mine, Don Jose Figueres, who was President of Costa Rica at that
time.

There is more to it but perhaps that is enough.

Mr. Passman. Thank vou very much.

Will you comment for us concerning your meeting with the Presi-
dent of Brazil?

Mr. Berue. I would, indeed. A great deal of false reporting has
been brought on here to a point which convinces me that someone
in Brazil, perhaps, or here, is anxious to endeavor to create a false
impression and ereate difficulties between the two Governments.

The facts were that Mrs. Berle and I, after stopping at the Presi-
dent’s house in Venezuela, to renew again our old friendship, and with
President Camargo in Colombia, went to Brazil. We were promptly
received there by the Foreign Office. Their State Department there
is called the Itamaraty, and they gave a lunch for both of us which
could not have been more friendly.

The following day we spent a day with the Secretary of Foreign
Affairs, the Secretary of Finance, and the ranking officials to the
State Department going over economic problems, not omitting Cuba
one bit.

The following day I had an appointment with President Janio
Quadros for 2 o’clock in the afternoon. The Governor of Rio de
Janeiro died, and he canceled that and put it over until 9 o’clock the
next morning so he could attend the funeral of the Governor. This
was not a runaround. I thought, on the contrary, that is what any
responsible executive would have done.

He might perhaps have received me in Rio, instead of in Brasilia.
He did not. He put in the afternoon at his own Foreign Office being
briefed by his own Foreign Office.

The following day I met him, a little late because the plane got
there late, in his executive office in Brasilia.

We had 2 hours of a very free, frank, and friendly discussion.

I cannot imagine anything that was more cordial, more frank, or
more direct.

My own idea of diplomacy is that you tell the truth, and he did
the same. He therefore stated his own feeling, which was that the
defense of the hemisphere was the ultimate task of any executive of
Brazil, as he assumed it was of the United States.

He pointed out that President Kennedy had assumed the burdens
of half the world. He had only the burdens of Brazil and attendant
territories but that was difficult enough. We discussed the whole
situation.
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We left in the friendliest of terms and he indicated a hope some
time he might visit us here, and we had indicated our hope we would
meet him acain.

He did not shake hands with me when he left. He cave what is
called an abrazo, which is to put your arm around the shoulder,
a perfectly familiar Brazilian gesture of farewell.

Subsequently I saw a story printed.

I should sav, leaving there I did not isfie a statement. I said,
and the UP carried it, we had a free, frank, and cordial conversation,
but in our country when somebody visits the President it is customary
to leave the statement to the President, so I will leave it for him.

The press a little later carried the story we had not thrown bricks
at each other. This was true. Neither did we beat our wives. each
other, or anything else. This is one of these thines that you can
say with truth but the truth is almost more devastating than if you
told a direct lie.

Subsequently this was built up to a wholly inexcusable story in
Time Magazine.

There were present at that conference the President of Brazil: the
Ambassador of the United States, John Cabot; the Counsellor of the
American Embassy, and I believe no one else. For some reason the
President did not invite his Foreign Minister to be present at that
conference.

If T may go off the record a moment.

Mr. Passman. Off the record.

(Discussion held off the record.)

Mr. BerrLe. I am glad that Professor Gordon referred to the fact
that there is a cold war going on. I have had this kind of a job once
before in my life. It was in 1938. At that time, the attack on the
hemisphere was made by the Nazi-Italian propaganda, and it was all
out then as it is now. They followed so much the same method.
It had, if anything, a less popularly attractive product to sell,

The same thing is true today. ~As Mr. Bowles noted, in 1959, at
the Communist Conference in Moscow, a decision was taken to open
an all-out front in the cold war based on the fact they had induced
Castro to betray an otherwise legitimate Cuban revolution and put it
in Communist hands.

A little later, at a quiet meeting of Communists in Brazil. they set a
target date to take over the hemisphere in 1963, believing they could
duplicate the Cuban incident everywhere.

Regretfully, since the first meetings of the Russians in Paris in
1918, they principally mean what they say. That means they will
try, and if you do not meet the situation, you are likely to be in
trouble.

What we are doing here I think we would do, and would have to do
whether there were no cold war and no Communist threat. I mean
by that, I believe our responsibilities, economie and otherwise, are
so great we do not have to blame what we are doing here on the
Communist threat. But I do say with that in the offing we must be as
well equipped and as mobile as we can.

In a sense, the situation is very like that which prevailed in Europe
in 1947 when the Communists first tried to seize Greece and President *
Truman intervened. Thereafter the Marshall plan was announced
and the Communist machine went all out. The analogy is somewhat
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striking because we have the Cuban situation which we must deal with
sooner or later, and at the same time the President in his speech of a
week ago announced a program which is a platform equivalent in
political effect to the proposal of a program analogous to the Marshall
plan.

I do not mean by that what is proposed in the current appropriation
can be compared to the Marshall plan in any sense other than its
political effect, but I do say this is the platform on which the United
States is going to have to fight for its position, diplomatically and
politically, in Latin America as we did in Europe in 1947, though the
two are somewhat different, the problems are somewhat different.

If we do not get that perfectly clear, I am no use in this situation,
and I might as well go home.

The situation, briefly, is this—for the last 15 years we have given
priority to European and Asian problems. I am not quarreling with
that. They were pressing. During that time, a country like Yugo-
slavia would bulk more largely in the conception of American aid,
economic and military than a country the size of Brazil, although
Brazil is a larger country than the United States. If you left out
Alaska, Brazil is as big as the United States, plus another Texas.

What is the actual situation?

Politically, we have Cuba which is already a prisoner of the Com-
munist regime and is claiming to have solved its problem. The
claim is not true, but we are going to have to meet all over Latin
America the assumption that by seizing all interests, by eliminating
private property and by establishing a dictatorship of the firing
squad, the economic and social problems are solved.

When people are poor enough—that is only one element, but
especially when they have no hope—that kind of propaganda is
very attractive.

In Latin America the population has been growing faster than
the food supply. Unlike the United States, Canada, and Western
Europe, the average income of every Latin American is, if anything,
lower now than it was 10 years ago. Even the food supply per
capita is dropping. There obviously is a lack of organization in the
hemisphere itself. It has the natural resources. It has a substantial,
though insufficient, supply of trained men and it has obviously the
pnpuTnlion and manpower capable of organizing these resources and
making them as vivid and viable as they have been made in Puerto
Rico, where the United States-Latin American cooperation has
produced one of the most brilliant increases in economic and social
strength in the world.

I say parenthetically that the increase in the national income of
Puerto Rico last year was 9.4 percent, which I believe to be the highest
increase in the world. This is what you can do when you try. This
has not been true elsewhere in Latin America.

Now, this is not one region unhappily. This ranges all the way
from the most primitive kind of situation which vou have in ———
and ——— and to some extent in the Andes uplands and elsewhere,
to the very highly developed, highly industrialized splendid capitals
which you will find in Buenos Aires, Rio de Janeiro, and some small
countries like the tiny Central America country of Costa Rica.

You have all these variations. You will have to meet each situation
differently.
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We have been trying to estimate what was the greatest single need
and the greatest single step we could take. The Bogota group broke
this down into two kinds of expenses, the economic, which is designed
to raise production, and the social, which was designed to do some
good to the population,

I regret to say, both as a student in the university and as a scholar
of these things and studying them on the ground, I am unable to see
a clear distinction. I mean by that, if you are going to increase your
market you have to have a higher level of education and culture than
you can get in the semiprimitive parts of some countries in Latin
America.

Our first need, therefore, is education. This really contemplates
two kinds of activity. This is why I am unable to dismiss the ICA
which can do this kind of thing.

We are just learning how to make loans for education, but the
situations down in these countries will not permit that, so we will
have to do some direct work.

Mr. Passman. You said we are just learning how to make loans
for education. Are you speaking about the United States?

Mr. BerLu. I am speaking of the United States.

Mr. Passman. Have we learned that already, or is it something
that is being discussed?

Mr. BerLe. We learned it in New York. At the State levels there
are these loans which seem to work very well. What the United
States decided to do is out of my sphere.

Mr. Passman. I am not sure that I follow you.

Mr. Berue. My own feeling is that probably the best asset you
could give to many of these countries would be to create a staff of
300 or 400 highly trained men who had been given the techniques and
the resources of education which we could give them by this means.
At the same time below the line we will probably need to help the
Latin American countries to create cadres of teachers who can teach
primary schools, not with all the frills, I regret to say, that the college
of Columbia University has brought into action, but the elementary
thing of teaching a little reading, writing, and arithmetic and going
out. I know a great deal of that can be done. That is where one
would like to begin.

.However, you need the question of handling the immediate situa-
tions which make for political instability. At this point, land and a
variety of housing becomes essential. They are essential because in
a substantial number of situations this is true, particularly of Rio de
Janeiro, Caracas, and Lima, to take three. A great number of landless
men have collected around the cities looking for jobs and there are
not enough jobs for them, and they really belong on the land because
there are great areas of unsettled land that eould be used.

Mr. Passmanx. Off the record.

(Off the record.)

Mr. BerLe. There is one difference between the problem here and
the problem there.

Here, there is a surplus of food. There, there is not. And there
will not be until you are able to get the people on the land and that
in turn means a moderate development of roads, water, sanitation,
and so forth, so they can then get to work on their own land.
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We have a political motive for doing it besides. Those are the
tinder which can be exploited in mob action of the kind we have heard
about in Caracas, a little in Rio, and from time to time in other parts
of Latin America.

Once those people are located and cease to be a floating danger to
the situation, the political situation in my judgment will stabilize a
g!]‘"l ll(’”I.

The men who are dealing with these countries—I mean the presi-
dents and the executives who have been in charge—understand that
and know it. Most of those men have had a great deal of American
experience. They have already begun in a number of cases to develop
the kind of agrarian reform which I think we would consider sensible
and sane since it is the kind of thing the United States has done more
or less throughout its history. Except it has to be done all at one
time, or in a short space of time, rather than spread over a good many
centuries,

INCREASE IN COTTON PRODUCTION IN LATIN AMERICA

Mr. AxprEws. May I ask a question?

Hasn’t there been a big inerease in cotton production in Mexico
and other South American countries in the last 10 or 15 years?

Mr. Berre. Both in Mexico, to some extent in Central America
and to some extent in Brazil.

Mr. AxpreEws. Is that cotton used domestically, or sold on the
world market?

Mr. Berue. Peru likewise. The bulk has been used domestically.
There has been some export, yes.

Mr. Axpruws. You say there is a great food shortage down there?

Mr. Berrs. That is right.

Mr. Axprews. Why don’t they grow food erops rather than cotton?

Mr. Berue. One of the reasons is precisely the difficulties we have
had with the land program. For a plantation owner, it is always
more advantageous to cultivate a lot of cotton and sell it for what
he can get. He will take the cash crop. The peon, or the little
farmer on the land, is employed during the cultivating season, other-
wise he does the best he can and he gets nothing out of it. The
division of the land, or rather, the cutting down of the production
more or less to local consumption levels, is directly conditioned on
seeing these people have some place to go. This 1s true of cotton.
It is true of sugar. Conceivably it might be true of some other erops,
including coffee, of which now there is a world surplus.

Mr. Gary. May I ask you a question?

You stated these people were just starting now some of their agri-
cultural reforms. Are they being assisted in that program by U.S,
technicians?

Mr. Berrs, To some extent. It is a considerable expansion of
that program that we would like to encourage.

President Quadros of Brazil—and more people in South America
talk Portuguese than talk Spanish, believe it or not—is proposing a
plan of supervised credit as a major part of his agrarian program.
But the supervision of credit must include actual agricultural assist-
ance. They have had very little from us. They have had some.
Most of it has come, believe it or not, from private organizations.
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Mr. Rockefeller has financed a set of research institutes for seed
corn and that sort of thing. The Rockefeller Foundation, which is
quite different from Mr. Rockefeller’s private enterprises, financed
technical assistance for corn in Mexico which made it approximately
self-supporting in corn for a relativi ly small amount of money in a
relatively few years.

It is my recollection they spent about $6 million on that program,
and it took about 6 years. It depended on the services of a number
of very devoted men.

Mr. Taser. Why did they not go a little farther and do what
they oucht to have done to control hoof-and-mouth disease?

Mr. BerLe. 1 do not think you can expect private foundations to
do more than a fragment of this task. I do think vou can expect
their assistance in developing personnel, in developing methods, and
in developing men. I think we are not yet at the stage where we
can expect on the continental scale things to be done by private
money. I do not think they have enough, to be perfectly blunt
about it.

Mr. Gary. I see Mr. Johnston sitting behind vou. [ visited
Colombia some time ago when he was down there as the ICA repre-
sentative, and I remember that he was doing an excellent job, We
went over some of his programs. [ found in several of those ICA
missions in Latin America that they were doing an excellent job
which was in rather striking contrast with some of the others I
visited in other sections of the world.

Mr. Jounston, Thank vou.

Mr. Berne. That is my personal estimate, and the Department’s
estimate as well. 1In fact, if we could multiply the kind of thing you
saw in Colombia a few years ago by 40 or 50, we should be on the
way to resolving one end of this difficulty, especially if we cannot
only do it through the ICA and with the genius of Mr. Johnston,
for whom I have very high admiration, but also develop the men in
those countries who can then do it themselves. Then we will be
away and off the ground. That is why I wish to support what
Mr. Gordon said.

I do not think you can really separate the ICA $100 million from
the $394 million under the trust fund for the Bank.

Mr. Passman. Thank you very much, Mr. Berle.

I may suggest to you respectfullv, however, that you two must not
have talked with some of the people at the very top level. I can
assure you that they are thinking differently on ‘this than Professor
Gordon, and you, Mr. Berle.

Mr. BerLe. May I merely comment, my own discussions have
been with the Secretary of the Treasury, the Secretary of State, and
the two Under Secretaries of State and the President. That has been
as far as I have gone.

Mr, Passman. I shall not mention the name until the time is ap-
propriate, and then I shall do so.

You may proceed.

Mr. Berie. Perhaps now you would rather ask questions. I have
talked enough.
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BACKGROUND OF LINCOLN GORDON

Mr. Passman. Would you, Mr. Gordon, present at this point, for
the record, a brief résumé of vour background?

Mr. Gorvown, I am professor of international economic relations
at the Harvard Business School. 1 am a consultant to the Depart-
ment of State and a consultant member of the Latin American Task
Force appointed by the President, of which Mr. Berle is the Chairman.

1 have had a eareer, 1 suppose, about equally divided between
public service and academic life. The academic work has been en-
tirely in these fields of international economics, international business,
and the Government and business relations. Up until 2 years ago or
so, my international experience was concentrated on Europe. 1 was
not involved in the Marshall plan until July 1947, about a month
after Secretary Marshall’s statement in June of that year which began
the program.

1 worked with the Department of State in developing the program.
I then worked with Mr. Paul Hoffman and the ECA in Washington,
later in Paris, and again back in Washington on Marshall plan and on
North Atlantic Treaty affairs.

From 1952 to 1955, I was Minister of Economic Affairs, and head
of the aid mission in the United Kingdom in London.

In 1955, T went back to Harvard teaching in this field, and my
attention was immediately drawn to Latin American problems be-
cause you cannot teach about American international business
without having your attention focused very squarely on Latin
America, which is of course one of the major areas of the world with
which we do foreign business.

Mr. Berue. It has been equal to our trade in Europe.

Mr. Gorpon. In 1957, 1 organized at Harvard a conference on
American investment in relation to Latin American economic de-
velopment on which we had panels of very distinguished Latin
American leaders from five countries—Argentina, Brazil, Mexico,
Colombia, and Venezuela.

In 1959, I embarked on a major refearch project which I still hope
to complete, having to do with the relations between Government and
business in the economic development of Brazil.

In 1959, I also was a member of the Ford Foundation’s first explora-
tory mission in South America to see what kind of useful work that
foundation might undertake, Until 1959, the Ford Foundation had
done nothing on Latin America. We visited Brazil, all the major
regions of Brazil, Argentina, and Chile during the course of my mission.
I was back again in South America last summer for 2}4 months. 1
mentioned before in my statement that I had seen some of the prob-
lems northeast of Brazil at firsthand and I can assure you they are
very difficult problems, but I believe not unsolvable.

Mr. Passman, Thank you very much.

Mr. Gary. Off the record.

(Off the record.)

Mr. Passman. Thank you, Mr. Gordon.

I have never hesitated to indicate for the record that T am not an
economist, though I would very much like to be one. I am a small
businessman.
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Mr. Gorpvox. I have been of the impression you have become a very
good amateur economist, if not a professional. 1

Mr. Passman. T would not rate any other classification than that
of an amateur. Therefore, before I use any statistics, I always have
them verified. T am deligchted that we do have an economist with us
today, because I believe we can get some answers at this time to some
puzzling questions.

U.S5. BALANCE-OF-PAYMENTS POSITION

I am sure that we have a very serious problem. We certainly
recognize the cold war, but the testimony today is no different from
the testimony I listened to the first year I became a member of this
committee, 9 years ago. If anything, it is possibly not quite as
alarming. But the threat to peace is surely ever present. Realizing
that this may be a very long program, as indicated thus far, it would
appear to me that we should give some thought to operating with a
minimum amourit, rather than a maximum.

I think that if you should confiscate all the wealth in America,
vou still would not have sufficient funds to do all the things labeled
“desirable.” So, it seems to me, it is a matter of a commonsense
approach, and dealing with this realistically. .

Our people who are charged with the responsibility of managing
our public debt have been much more alarmed by the constant drain
of our gold than the President has indicated. There is some indica-
tion that the present letup in the gold outflow is possibly, in part,
because of the successful pleading on the part of our President and
Secretary of State prevailing upon some of the other countries to
ase up.  We do not know, actually, whether they have reestablished
confidence in the American dollar or whether it is more or less an
accommodation, from a certain amount of pl ading in many places,
to let up until we can get our house in better order.

It follows, nevertheless, that our gold holdings have been reduced
from $23 billion plus down to $J7 billion plus during the past 8 years.
It would have been worse than that if it had not been for the rot urn
of the purchase of $300 million from the International Monetary
Fund. While others purchased the tremendous amount of gold, they
still managed to more than double foreign-held short-term dollar
assets, which have reached the unprecedented high of $23!; billion.

Then, considering another matter, which to me is very significant:
During the first 164 years of our Nation, that is, from the day General
Washington was sworn in as President, April 30, 1789, until the day
that Mr. Truman left office, we had collected in Federal revenues a
total of $570,786 million. Since then, in a brief 8-vear period, we
collected $624,848 million. We have collected in the past 8 vears $53
billion more than in the preceding 164 years, but we did not operate
the Government on that. To meet our commitments, domestic and
foreign, we have had to go out and borrow an additional $23 billion
and spend that.

Gentlemen, that is the record. That is one reason why I wonder
whether we have not permitted this thing to get out of control. Each
year the evidence is more persistent—do not make us justify, just
trust us. We have the machinery, the witnesses say, so just give us
the money, and leave it to us to work it out so that the funds will
not be wasted.
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I would like for you to look the statistics over, especially gold and
dollars, and see if they are in accordance with your record. If my
figures are accurate, 1 think that you, as an economist, will admit
that the time has come to check every dollar very t'm[fn]]\' and
operate on that basis, belore we finally destroy the economy of our
country.

Do you recognize justification for my concern?

Mr. GorpoN. Yes. I am also concerned about the balance-of-
payments position.

Mr. Passman. 1 am not talking necessarily about the balance. 1
am talking about the gold drain and about the balance dollarw ise as
well as tradewise. We are appar ently about ready to enter again an
unfavorable condition for exports versus imports. 1, myself, “do not
have the answer.

Mr. Anprews. Will you let Mr. Gordon comment on the effect
this program will have on our gold situation?

Mr. Gorpon. I will be happy to comment on that.

Mr. ANprEws. Assuming the whole $500 million is appropriated.

Mr. Gorpox. We have tried to make an estimate of what propor-
tion of this $500 million would be spent on goods purhcased outside
the Latin American countries themselves, the rec ipient countries,
and our best estimate is that from 60 to 65 percent of the total would
be spent on im].}orth of goods, or services. Services include payment
for technicians. Those Iliml:-., in accordance with the general policy
at the present time, will be spent in the United States, and therefore,
to that extent, th(_\' will not result in any dollar loss.

Mr. Axprews. That is about $300 million of the $500 million?

Mr. Gorpon. That is right—or somewhat more,

The trust agreement with respect to the Bank’s portion of this
does have an explicit provision with respeet to the places where
foreign purchases can be made in order to insure the purchases will
not be made in Europe, but will be made only in this country, or in
the country concerned.

In section 4060, page C—6, there is this language:

The U.8. dollar funds made available under the agreement shall be used for
purchase of goods or services from the United States, or for acquisition ot goods
or services ol local origin in the country where the assistance is received:

There is also a provision that permits the Administrator, which
is the Bank, to authorize the use of funds for the acquisition of goods
and services in other countries which are members of the Bank if
this would be advantageous. That means, of course, in neighboring
Latin American countries, but no external purchases are to be made
in luutn]u- or Japan, or other areas outside the hemisphere.

Mr. Taser. Will the gentleman yield for a moment?

Is this not your picture and the picture this committee faces, the
more we beat around the bush, the worse off we are going to be?

We have had submitted to us a number of new programs, the
total of which, on top of what would normally be provided in the
budget, totals something in the neighborhood of $15 or $18 billion,

We have got to go before the Congress with an honest statement
on this picture and we cannot go beyond that unless the country is
ready to take it. T do not see how we can do this in a helter-skelter
way. I do not propose to be a party to it.
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Mr. Gorpox. I would be very surprised if the figures were as you
suggested, Mr. Taber, but I understand the President is sending a
budget message to the Congress by the end of this week.

Mr. TaBer. I do not make statements unless I know what I am
talking about.

STATEMENTS MADE DURING CONSIDERATION OF AUTHORIZATION BILL

Mr. Passman. I am not discussing the merits or the demerits of
the project. I am not discussing whether it is a difficult task, or an
impossible task, or an easy task. To do what?

This bill must move from this committee to the full committee,
and then to the floor of the House. If you get your authorization
based on one set of claims and on one set of very definite statements,
and then at a subsequent date when you come in for the money you
say that those conditions cannot be met, I am sure you understand
the very difficult position in which you place the committee, unless
we are just to be a rubberstamp and approve this thing because some-
one wants it, without being in a position to justify what we are doing.

So let me repeat the assurance from Mr. Morgan, the chairman of
the Foreign Affairs Committee, as stated on the floor of the House,
in response to questions:

Any request submitted to the next Congress will be based on a earefully worked
out program and will only be for such amounts as may be fully justified.

Again:

Both the authorizing committee and the Appropriations Committee will have
a look at the program next year, and as I just said, every project must be justified.

Further:

These programs of social development have not yet been worked out. Before
the United States appropriates funds to assist in these programs, our representa-
tives have told the Latin American governments it will be necessary to have
specific programs worked out and justified in detail, and even more important,
that these programs will have to be accompanied by basic legislative and insti-
tutional reforms in such matters as tax structure, land tenure, and legal procedure
in order that new facilities provided under these programs may produce the
benefits which are intended.

Still"'quoting Chairman Morgan:
I have already said that each and every project will have to be justified.
And more:

I can assure the gentleman that next year, if the Democrats are in the majority,
and I head the Committee on Foreign Affairs, a detailed program for Latin America
will have to be justified.

Again quoting:

I can assure the gentleman that the $500 million will not be spent for several
years.

Quoting now from page 17362 of the Congressional Record:

There are no big projects in this authorization. We might not use anywhere
near the $500 million we are asking here. This is a statement of congressional
intent.

Now you give us the answers to get around the specifie, to the point,
commitments to the membership that these things would be accom-
plished.
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I am afraid it is going to be most difficult to rush this thing through,
because these questions are going to have to be answered on the floor
of the House.

Will you try to help us come up with some kind of an answer?

We shall stand adjourned until 1:30 o’clock.

AFTERNOON SESSION

Mr. Passman. The committee will come to order.

PROMISE OF JUSTIFICATION OF PROJECTS IN DETAIL

Mr. Gordon, during the lunch hour I talked with two members of
the Foreign Affairs Committee who gave me information to this effect:

That last year it was the wish of the administration to equip Mr. Dillon with
the proper authorization so that when he went to Bogotd for the conference he
would have something to support our views. The same members of the Foreign
Affairs Committee would testify, and stated forthrightly that there was a com-
plete meeting of the minds and agreement that before the Secretary would re-
quest an appropriation to earry out the authorization that the administration,
whether it be a continyation of the same party or whether of another party,
would justify in detail every project.

You are new in the program. I am wondering if you have access
to the counsel of the witnesses who gave this positive assurance to
the Foreign Affairs Committee, and at a subsequent date to the House,
that you would justify this program in detail?

Mr. GorpoN. Mr. Chairman, I have read the record of the testi-
mony. The only two witnesses who appeared were Mr. Dillon and
Mr. T. Graydon Upton who was then Assistant Secretary of the
Treasury and who is now Executive Vice President of the Inter-
American Bank. I do not find in the record of the testimony before
the Foreign Affairs Committee as published assurances quite of that
character.

Mr. Passman. State specifically, and to the point, what vou do
understand about it.

Mr. Gorpon. My understanding was that on the basis of the au-
thorization given, which was given, that they would discuss with the
Latin American representatives at Bogoté the sort of program which
has in fact developed; that following that they would then develop
both effective machinery for carrying out the program and would get
the process of developing projects into motion.

I find nothing in the testimony to suggest that the projects would
be worked out in detail in the sense the technical assistance projects
of the ICA have been in the last several years before appropriations
were asked for,

Mr. Passman. You do know, of course, Mr. Gordon, that there
has not been any detail worked out on the technical aid, point 4 pro-
grams under ICA. The ICA, and the legislation permitted it, could
take a deobligated item of, we shall say, $100,000 and initiate 25 new
projects. The ultimate cost could lead into, say, $50 million. By
the time the matter reached this committee they would have been
placed over in the category of “continuing’” projects, rather than
“new” projects, and they would ask for an appropriation to support
projects which they initiated out of deobligated funds, and \\‘Ilir'll
had never been justified as such before any committee.
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You are familiar with that situation, are you not?

Mr. Gorpox. I would like it very much if Mr. McPhail or Mr.
Tennant could comment on that.

Mer. Passman. They will be requested to comment later.

Do you, yourself, understand that situation?

Mr. Gorvon. I am not familiar with that.

Mr. Passman. That is a matter of fact. If you read the appropri-
ation hearings as closely as you did the Foreign Affairs Committee
hearings vou will find it.

Have you read Mr. Morgan’s assurance on the floor of the House,
which I have recited?

Mr. GorpoN. Yes, sir.

Mr. Passman. Is that rather specifie?

Mr. Gorpon. It seems so.

Mr. Passman. Would you agree it is speecific?

Mr. Gorvon. Yes.

Mr. Passman. Thank you very much. 1 yield to the gentleman
from Massachusetts.

Mr. Conxte. Mr. Gordon, I have the hearings of last year before
me and on page 9, in answer to a question by. Chairman Morgan,
the then Under Secretary of State, Mr. Dillon, said:

It was also our idea that we did not wish to foreclose the new administration,
whatever it might be, from developing details of this program further and from
relying on the results of our further diseussions with the Latin American countries
both at Bogotd and after Bogotd, as a result of the meeting. Agreement was
reached in the Senate, and it was written into the bill and it was stated on the
floor in the legislative history, that the administration—whatever executive
there is next year—would come back again to the anthorizing committees, both
with a full report of what has been done and what is proposed, to give the au-
thorizing committees a chance to make further detailed suggestions and changes
in authorizing legislation before such time as appropriations are sought next year.

Mr. Gorpoxn. That is rigcht, Congressman, and we have done so.
We have appeared, Mr. Ball and I, before both the Foreign Relations
Committee in the Senate and the Foreign Affairs Committee in the
House. We have discussed with them the presentation that we were
going to make to you and there was no indication that they wanted
to take advantage of this opportunity to make further legislation.

Mr. Conre. They made no suggestions at all?

Mr. Gorbon. No.

Mr. Taser. We do not want to make further legislation. What
we want is to have the detail of what this legislation does. That is
all we are after,

Mr. Passman. I am of the opinion, Mr, Gordon, that this com-
mittee is going to require specific information.

I know you are endeavoring to do your job well. We are going
to do our job as well as we know how to do it.

You commented concerning the lack of support for the contention
by the Foreign Affairs Committee members who spoke with me.
Would you also like to comment on Mr. Morzan’s assurance to the
House in the several different instances which I mentioned earlier?

Mr. Gorpox. Mr. Chairman, you asked me about the testimony
before the House Foreign Affairs Committee,

Mr. Passman. You answered that. Have you read Mr, Morgan’s
statement?

Mr. Gorpon, Yes.




95

Mr. Passman. Do you think you have sufficient information so
that we can go on the floor and answer these questions, and state
that Mr. Morgan's assurances have been complied with?

PROGRAM DOES NOT COMPLY WITH DEBATE ON AUTHORIZATION BILL

Mr, Gorpox. My view on this, Mr. Chairman, is that the assur-
ances in the degree that Mr. Morgan’s statement on the floor of the
House last vear sugeest cannot be literally complied with. 1 do
believe that we have made very great progress in developing the basis
of specific projects.

We have not tried to work these out in refined negotiations with
the governments because first we thought it would be wrong to do
that before there was a genuine assurance of funds and secondly,
it is our belief that the right kinds of self-help measures which we
want these governments to undertake cannot be negotiated unless
there is assurance of funds.

Mr. Passman. Respectfully, would it appear to you, then, that
the chairman was giving assurances to the House in order to get an
authorization bill passed? I am not suggesting that was the case,
but what does the record suggest?

Mr. Gorpon, Mr. Chairman, I cannot comment on that.

Mr. Passmax. Mr. Morgan is a very able and fair chairman. We
are not going to pass over his assurances that lightly. Members of
the Foreign Affairs Committee assured me, and I am sure they also
assured other members of this committee, that there was such assur-
ance from those testifying for the authorization, whether it was on
the record or off the record, and Mr. Morgan was supplementing that
assurance on the floor of the House. This is something of a barricade
that has been set up, and the quicker it is recognized that you are
going to have to do some justifying the quicker we shall be able to
proceed to act.

Mr. Taser. Mr. Chairman, isn’t it a fact that all of our appropria-
tions for the use of the United States or for the use of this country
in embassies or other places abroad are all spelled out in detail before
this committee before we provide the funds?

Mr. Passman. T do not know of appropriations for any project in
America until such time as it has been established that the benefits
from the project would be greater than the expenditure. In many
Instances an appropriation to carry out the authority may follow from
o to 12 years, depending upon how hard you work, how much you
plead to get a partial payment. T do not think there is an exception to
that rule that vou must justify it. I do not think it is right for us to
be spending billions of dollars all over the world without justification
of the expenditures when we were told last year, and passed legisla-
tion, that you would not again come before this committee or the
Congress and ask for funds to spend on a project that had not been
fully justified.

Mr. Gorpon. T think this is built into the nature of the problem.

As I suggested this morning, you have got here kind of a vicious
problem, stalemate or chicken-and-egz problem, whichever vou want
to call it; when public works projects are undertaken in this country
there is not a problem of negotiating with authorities in this country,
self-help, or approaches toward social reform.

G7015—01——T7
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Mr. Taser. Your solution is exactly like mine used to be when T
was representing a client and I was authorized to go out and make a
settlement for $10,000.

They did not know just what I would do, but they knew that I
would not go beyond what I was set up to go. That is just the same
kind of thing. It can be specific just as well as it can be any other way.
There is no question but that a specific approach is sounder and better
for the ICA, better for the State Department, and better
for everybody. !

Mr. Passman. I think Mr. Berle said this morning, in effect, that
this program is necessary regardless of the Communist attempt at
penetration.

Mr. Berre. I did say that, ves, sir,

Mr. Passman. That being so, we all recognize the need for helping
our Latin American neighbors, but as our processes in this country
have been, and will continue to be, that you justify the expenditure
before you come in and ask for the money, why can’t the countries
make the changes and reforms first, and then ask for the money, so
that we do not embark upon a program that could cost us $10, $15,
maybe, ultimately, $20 billion, especially if we recognize that the
need is there even without the Communist threat? Why the rush?

Why couldn’t we come in with a sound program, and make it easier
in the future to get money to carry out specific programs, rather than
to take a shot in the dark and turn this fund over to be administered
to a large extent by the recipient nations. If it is reciprocal that is
one thing, but if we are to proceed on the basis that you justify the
money, that is something else.

Mr. Gorpox. [ think it is some of both.

Mr. Passman. How much would it be on the basis of justifications?
How heavily does that weigh on the considerations?

Mr. Gorpon. Could I explain what I mean when I say some of
both? I mean each of the projects in a sense has a political element
and also a detailed technical project element about it.

I do not think that it is quite fair to characterize what we are sug-
gesting here as a shot in the dark. We have submitted to you a sub-
stantial list of preliminary proposals, which are, as I said before, not
refined projects, but are very serious proposals.

Mr. Passman. I am going to try to follow you because you are
trying to help this committee. What kind of project and what will
the cost be? Just name one specific project for which legislation has
already been passed in a recipient country and they can implement
this appropriation and carry out the project to conclusion.

Mr. Gorpoxn. Certainly, I am sure Mr. MePhail and Mr. Johnson
would be glad to do that.

(The information follows:)

The stimulus of the act of Bogotd to the development of reforms is demonstrated
by action, since the Bogotd4 Conference in a number of countries. For example:

1. Argentina and Ecuador have, by decree or legislation, ereated new thrift
institutions to encourage local capital partieipation in home building for large
masses of their people. Legislation in Peru on similar lines is expected shortly
and is pending elsewhere.

2. Land reform legislation has been enacted by the State of S&o Paulo, Brazil,
establishing a graduated land tax.

Mr. Passman. Let us not get into ICA. Let us stay in the Bank
program.
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Mr. ANDREWS. Aren’t they listed on page 5?

Mr. Gorpon. Certainly. This book, the confidential book, con-
sists of a listing of that kind. In some of these cases you will see that
the Government has already done a good deal. 1 call your attention
to page 7.

Mr. Passman. Are these firm projects, or is this just something
that you are giving to us to work from and which is to be reworked?
Are these completely firm, and have you entered into the contracts,
or are they social development projects?

Mr. Gorpon. They are not firm in the sense contracts have been
entered into, sir.

Mr. Gary. You cannot enter into contracts until you have the
money appropriated, can you?

Mr. GorpoN. Mr. Chairman, if we had firm contracts here this
would be committing funds that the Congress of the United States
has not appropriated.

Mr. Gary. I would raise Cain over a situation of that kind.

Mr. Passman. We received positive assurance last year that you
would come in with details. We passed legislation last year with
which you are familiar, and we had assurances that you would justify
these projects.

Mr. Berre. I was for 7 years Director of the Export-Import Bank
so that I am not wholly a starry-eyed enthusiast on this. We had
to make commitments on a good many things and did.

The Ex-Im Bank would have been completely powerless to do
anything had it not had the funds appropriated so it could make these
commitments. What was done is substantially what will have to
be done here.

The technical studies were made after the money came in. This
cost money, and we could arrange to advance the money, at least for
our own engineering work.

Then, after this was done, we could make a commitment, but we
would not have had the nerve to make a commitment and report it to
Congress if we committed to lend $20 million for the famous Brazilian
Steel Mill at Volta Redonda which was one of the projects if we
didn’t have it. I would be unhappy coming up and saying, “Please
give me an appropriation, I committed the money.” I think I would
be thrown down the elevator shaff.

Mr. Passman. The Export-Import Bank makes a complete inves-
tigation as to the ability of the people to repay a loan. But, there is
no money coming back on this. This is just another phase of the
overall foreign aid program, which may possibly be for a total request
of $5 billion in some 70 nations of the world.

The Export-Import Bank has a good record. There were & number
of sound loans being paid back to the Export-Import Bank.

Mzr. Berre. If T may continue on the Ex-Im Bank. This has to
do with the Val Do Rio Doce Railroad, connecting the big Brazilian
ore mines with the sea. At that point you could not be sure. It
was intended to come back. What we did there was to commit
against what was in effect a profit-sharing arrangement. I am glad
to say in due time it all did work out.

Let us take still a third where you were not doing any of those
things. This is a case where you were trying to commit for some
housing developments. There the project was not the project of
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these houses, this development, and this engineering, but here is the
institute which is the equivalent of a loan association, which has an
excellent record of doing a good job.

The additional money which may be needed has been guaranteed
by the Government of Colombia in that case, and the project was the
assistance and granting of additional money to the Institudo. That
was a different project in the sense it was to the institution which
assumed responsibility. In still other cases we did it against the
obligation of the Central Bank of the country,

If you are asking for the engineering on each project, it seems to
me we have to define the word and that may be the difficulty.

Mr, Passman. We would not go that far, but we want more infor-
mation than has been given to us.

Are you indicating that these justifications are as sound as the
justifications which supported the creation of the Export-Import
Bank?

Mr. Berie. I would think the justification, when the original
appropriations were made for the Export-Import Bank, were very
much like this, yes.

Mr. Passman. Similar to these?

Mr. Berne. Yes.

Mr. Gorpoxn. I would say rather less, if my recollection is correct.

Mr. BEriLeE. Yes. The Ex-Im Bank has had a good record.

Mr. Passman. An excellent record.

Mr. Berue. It did do a certain amount——

Mr. Passman. The Export-Import Bank is controlled strictly by
Americans. It is an American institution.

Mr. BErLE. Yes.

Mr. Passman. Whether we are willing to admit it or not, practically
everything points to the likelihood that this will be out from under
our control, even though we have one individual who has 41 percent
of the vote. It is administered by representatives of the recipient
nations. You could not claim the same type of control for the
protection of this money as you would in the Ex-Im Bank.

Mr. Gorpoxn. Not as mueh control, but I would like to point out
this is not just a question of one individual. Under the terms of the
Bank Ratification Act the actions of that individual, that is the U.S.
Executive Director, are controlled by the National Advisory Couneil,
which is a purely U.S. Government group, so he is not free just to
go off on the whims of his own.

Mr. Passman. Speaking of this one individual?

Mr. Gorpon. That is right.

Mr. Passman. Of course, I am sure we will have a fine representa-
tive. But I contend that the record is clear that there are very few
rejects on practically any kind of application to any phase of the
foreign-aid program. I say that respectfully.

AUTHORIZATION FOR ALLOCATION TO ICA

Does the ICA now have an authorization whereby it could ad-
minister and disburse the $100 million?

Mr. GorpoN. You mean if they have the funds?

Mr. Passman. If they had the funds, is the present authorization
broad enough so that they might handle these funds and disburse
them on projects they elect to approve?
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Mr. Gornon. The answer to that is “No”, 1 believe.

Mzr. Passman, Then how could ICA utilize $100 million, if the
legislation is not sufficiently broad to permit it?

Mr. Gorpon. The act of September 8, 1960, Public Law 86-735
authorizes this program.

My, PassmMaN. Speaking of the appropriation, does the ICA pres-
ently have an authorization broad enough that if they receive the
$100 million, they can program the money and approve projects?

Mr. Gorpon. I may be somewhat confused by the precise use of
the term “authorization.”

Mr. Passman. It means you first get an authorization. Later you
come in for an appropriation.

Mr. Gorpox. | understand this.

Mr. Passman. If I may direct this question to some representative
of the ICA, is your present authorization broad enough whereby you
can receive this $100 million, if the Congress approves it, and allocate
the money and initiate projects?

Mr. MacPuar.. I would say yes.

Mr. Passman. Under what section of the law?

Mr. MacPraiL. This would not be administered under the mutual
security program. It would be administered as the result of a $100
million transfer from the State Department under this program to be
administered by the ICA,

Mr. Gary. Your authority was granted in the authorizing legisla-
tion for this specific 8500 million last year by the Congress, was it not?

Mr. MacPuarmL, That is right.

Mr. Gary. That is your authority to spend it?

Mr. Passman. Not for ICA.

Mr. MacPramL. The authorization reads it will be

Mr. Pagsman, Let us see if it says ICA.

Mr. Gorpon. It does not, Mr. Chairman. It says to the President.

Mr. MacPuar. Under such terms and conditions as he may
specily.

In order to carry ouf the purposes of section 1 of this Act, there is hereby
authorized to be appropriated to the President not to exceed $500 million, which
shall remain available until expended.

Mr. Passman. Read the authorization again.

Mr. Gorpvon (reading):

In order to carry out the purposes of section 1 of this Act, there is hereby
authorized to be appropriated to the President, not to exceed $500 million,
which shall remain available until expended, and which the President may use
subject to such further legislative provisions as may be enacted, in addition to
fJ!h"'li'r funds available for such purposes on such terms and eonditions as he may
.‘:FJ“{'I ‘\-.

Then there is a proviso about not making any of it available—
Mr. Passman. Let us continue.
Mr. Gorpoon (reading):

Provided, that none of the funds made available pursuant to this section shall
be used to furnish assistance to any eountry in Lafin America being subjected to
economic or diplomatic sanctions by the Organization of American States. The
Secretary of State shall keep the Committee on Foreign Relations in the Senate
and the Committee on Foreign Affairs of the House currently informed about
plans and programs for the utilization of such funds.
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Mr. PassmaN. Are you not in effect supplementing ICA’s appro-
priation when you turn over the $100 million to program projects
similar to projects already in effect in Latin America?

Mr. Gorpox. I would not describe this as a supplemental appro-
priation.

Mr. Passman. I am glad you said that because they were about to

place it in that category. What would you call it?

Mr. Gorpon. I would call it a new appropriation of funds, supple-
mental in the sense

Mr. PassmaN. A new program?

Mr. Goroon. That is right. There are certain activities carried
out under present authority which resemble, or in some cases are
identical with, some which are proposed to be carried out under this
program.

There are many more types of activities not covered by present
authority. As I said this morning, we do not propose to ask for addi-
tional funds in the fiscal 1962 regular mutual security request for the
same kinds of projects.

Mr. Passman. In your statement, you said the evidence indicates
that the needs for assistance are divided in a ratio of about 4 to 1, for
the respective areas of responsibility, between the Bank and the ICA.

What would be the difference between projects under ICA super-
visio;l in spending this $100 million and the regular ICA appropria-
tion?

Mr. Gorpon. What the sentence in Mr. Ball’s statement means is,
taking the indications of needs which have been summarized and
described in some detail in the presentation made to you, if you take
the fields proposed to be assigned to the Bank, land settlement and
the agricultural field, the housing fields, and water supply and sani-
tation field, those are the Bank’s field.

Mr. Passman. I was talking about TCA.

Mr. Gorpon. If you take fields of education and training and public
health other than water supply and sanitation, and some general tech-
nical assistance, plus the other kinds of things in those areas not mem-
bers of the Bank, there are some small amounts as the book indicates
intended for the West Indies Federation in particular, which is not
yet independent but is expected to be independent within a year or so
and we hope will join the Organization of American States, taking
those into account the proper division of funds seems to be 4 to
1, hence, division into $394 million and $100 million.

As to the difference between the kinds of things that the TCA would
do with $100 million, the additional kinds of things they would do
that they are not able to do now under present authority, I would like
the ICA to testify.

Mr. Passman, Then could the Bank, administering the $394 mil-
lion, make similar loans and grants to similar projects in the country?

Mr. Goroon. The Bank cannot make grants for anything except
technical assistance.

Mr. Passman. ICA is very much in the technical assistance field.
Could the Bank make certain grants or loans for projects similar to
those for which the ICA allocates funds?

Mr. Gorpon. Yes, in part. That is to say, there are certain
types of ICA technical assistance now, for example, technical assist-
ance in the agricultural credit field or in the housing field, which the
ICA technically provides assistance for.
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It is proposed that with an orderly transfer process that in the
future these will be done by the Bank and the ICA will withdraw
from those particular types of technical assistance activities.

LACK OF DETAILED PROJECT JUSTIFICATION FOR ICA ALLOCATION

Mr. Passman. Have you a partial list in the ICA, or a complete
list, detailed as to cost, in compliance with legislation passed last
vear as to where and how the $100 million will be spent? To what
nations will it be allocated, and to what projects; also, the present
allocation and ultimate cost of the project?

Mr. MacPuarn. Not in the detail you just mentioned.

Mr. Passman. Do you have any detail as to where and how the
money will be spent?

Mr. MacPuain. The section on the classified book on the ICA
type projects sets forth, as Mr. Gordon has said, examples of projects
which have been discussed——

Mr. Passman, You misunderstood. We want to know specifically
where the $100 million will be spent, what projects, what country,
what the original allocation would be, and the ultimate cost of the
completed project.

Mr. Gorpoxn. In response to your question, the answer is that we
do not have a firm program country by country and project by
project for the use of this $100 million. The reason we do not have
this is the reason I tried to explain this morning; namely, these
projects are supposed to be related to self-help measures and to certain
types of institutional reform and institutional improvement. We
want to negotiate with the countries before we commit ourselves to
firm projects.

If we were to give you now a list of $100 million worth of projects
country by country and project by project we would simply not have
that kind of negotiating ability which we think we have to have.

Mr. Passman. We do it with our fellow Americans. In your
program, why are we so sensitive about finding out the type of project,
and the cost, so that you may present it to Congress and find out
whether or not the Members wish to support the program?

Mr. Gorpon. We are not sensitive about that at all. What we
are sensitive about——

Mr. Passman. You do not even need a commitment to do what
you plan to do now, do you?

Mr. Gorpon. We need—in order to work out the right kinds of
project agreements with the countries, which will provide for the
right kinds of contributions on their part—the assurance that the
funds in fact are available for our parts of these projects.

That assurance we cannot have without an appropriation.

INDIVIDUAL PROJECT JUSTIFICATION BY ICA UNDER TECHNICAL
ASBSISTANCE PROGRAM

Mr. Pagsman. I think ICA told us last year they could and would
in the future justify these projects.

Mr. Gorpon. Not with respect to this program.

Mr. Passman. We do not want to go far afield. This is with re-
lation to technical assistance—
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Provided no part of this appropriation shall be used to initiate any projeet or
activity which has not been justified to the House of Representatives and the
Senate.

Mr. Gorpon. That is right.

Mr. Passman. If we are working on that basis why should we de-
part on this $100 million?

Mr. Gorpon. It was a different kind of program. It is that I
wanted ICA to explain.

Mr. PassMaN. Are we again goine to run wild? You could ask for
$1 billion then, and we can forget the ICA, and you would come in
for new authority under this and you would not have to comply with
the specific agreement and the specific legislation.

REPORT OF FOREIGN AFFAIRS COMMITTEE ON AUTHORIZATION BILL

Mr. Tarer. Mr. Conte has a paragraph in the report of the com-
mittee regarding the authorization bill. I think we ought to have it
read.

Mr. Passman. We would like to have it, yes.

Mr. Coxte. This is a quote from the State Department, Foreien
Affairs Committee, House Report 2163, page 4.

They said:

The committee has been assured that no request for the appropriation of any
of the funds horized will be made by the Executive until comprehensive pro-
grams for their use have been worked out.

Mr. Gorpon. That is right, Mr. Conte. I read that language into
the record myself this morning and explained the way in which we

believe this program does meet this kind of-

Mr. Taser. We need something specific to go by, right in the
record, so we will know what we are doing.

Mr. Gorpon. “Comprehensive programs for their use” is the
phrase which was in the committee report. We believe we have put
before you a comprehensive program for the use of these funds. We
have indicated the machinery to use them. We have indicated the
fields in which they will be used. We have indicated in considerable
detail examples of the types of projects and the types of self-help
measures to accompany this.

Mr. Taser. Frankly, we do not agree on that.

Mr. Gorpon. If T could, T would like to eall your attention to the
next sentence which states that the committee has been further
assured that assistance in these funds will not be provided until the
governments have given evidence of their determination and ability
to carry out the necessary institutional and legislative changes.

As I understood this language, this means a step-by -step approach.
The first step is authorization. The second step is the development
of comprehensive programs for their use, which we believe we have
accomplished.

The third step is that when the funds are in hand, specific project
negotiations are undertaken to make sure the funds will not be used
except in accordance with this language.

Mr. Passvan. If I may address one question to the ranking ICA
representative present, how do yvou propose to get around this speeific
language in the Mutual Security Appropriations Act of 19612 If you
should get the $100 million proposed to be administered by ICA, how
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do you intend to get around the specific language in the bill? How
do you propose to allocate and expend these funds, with this language
staring vou in the face?

Mr. Taner. It seems to me we ought to go back to fundamentals
on this. T have here a copy of Webster’s New Collegiate Dictionary.
I have this open to page 170:
comprehend—to grasp the meaning of, to understand; to contain, to embrace,
to include.

Comprehensible means to understand. How can we understand this
language which is here as being any different from that in the
dictionary?

Mr. Gorpow. I do not think there is any diflerence between the
notion of comprehensible as defined and the notions we have. We
do understand and we do know the kinds of projects we are talking
about. We have given many examples of those.

Mzr. Taser. Have vou a list of them?

LACK OF DETAILED LIST OF PROJECTS

Mr. Gorpox. Yes, sir.  We have a list of proposals. When I say
examples I do not mean examples in the sense simply of one or two.

We have here listed proposals which in fact add up to more than
the amount of money we are asking for.

What we have said about these is that they are not detailed projects
in the sense we could say tomorrow, without undertaking the right
kind of negotiation with the governments, that these are the amounts
we would spend in these listed countries for these specific purposes.

Many of these will turn out to be the richt projects. Whether
they will be in precisely this amount, whether the contributions made
by the recipient countries are as large as they should be, is something
that would have to be worked out in detailed negotiations.

Mr. Passman. It could be that you may not, in effect, carry out
any of the examples proposed here.

Mr. Gorvon. Theoretically. It would be most extraordinary.

Mr. Passman. Let usget to the point. We want to help each other.

Mr. Gorpox. Certainly.

Mr. Passman. You are asking, in effect, for a blank check. You
have set out examples. You may or may not enter into any agree-
ment as outlined in any of the examples. It may be that you find
vou would like to enter into some other type of endeavor if the
country should decide; the other members of this Board, they would
rather have some other projects, so the example means relatively little.

We are tryving to find out projects, specifically, for which you have
already started to negotiate with the country, whether it be flood
control, reclamation, hydroelectric dams, or what not. You should
have something firm, rather than just examples which could be com-
pletely forgotten.

AUTHORIZATION FOR ICA GRANT PROGRAM

If we do not have projects then we shall just move along, and do
the best we can. If you tell us how you will get around that section
of the legislation concerning ICA it would be helpful to us because
we ]\\'ill have to answer those questions. Do you have an answer
to that?
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Mr. MacPuarn. Under this new program with funds appropriated
to the President and eventually made available to the ICA to carry
out the spirit and provisions of the basic authorizing legislation in
advance of the Act of Bogoté, we would through our missions negotiate
and develop precise projects which would be prepared to enter agree-
ments with the government.

Not being a lawyer, this provision refers to technical cooperation,

Mr. Passman. That is correct, but you have already established
for the record that you are entering into technical projects and tech-
nical assistance. You will get into sanitation, education, and the
record is loaded with that.

Mr. MacPrarn. These are not technical assistance projects in the
way in which they have been regarded in the past.

Mr. Passman. Changing the name will nof change the effect. If
you are going to spend this money teaching people how to be better
educators or maintain better sanitation, it is still technical aid.

I yield to the gentleman from Virginia.

Mr. Gary. Is it not true that the authorizing legislation of last
year authorized the appropriation of this $500 million to be used as
the President directs?

Mr. Gorpon. That is right.

Mr. Gary. The President will adopt the ICA as his agent for han-
dling $100 million of it, and when the ICA handles that $100 million,
it will not be acting as the ICA but it will be acting as the agent of
the President under last year’s authorization, and therefore they will
haye the authority to spend the money.

Mr. MacPuain, That is right.

Mr. Goroon. That is exactly right.

Mr. Gary. I am sure it is right.

Mr. Passman. Subject to legislative provisions.

Mr. GorpoN. Excuse me, Mr. Chairman. It is not subject to
existing versions of law. It is subject to such further legislative
provisions.

Mr. Passman. Would the TCA officials administering this be the
same as those administering present programs?

Mr. Lasouisse. I would say it would be.

Mr. Passman. Will this include programs and projects of a type
not presently being carried on in Latin America?

Mr. Lasouisse. Yes; as I understand it. I would like to speak
simply because I have to learn and have to get into this job sometime.
I may as well start now.

Mr. Passman. We are very pleased to have you here.

Mr. Lasouvisse. As I understand it, and they can correct me if 1
am wrong, part of these funds would be used for technical assistance
in the normal sense in which we have done it in the past, but with a
very big difference— there will be some more capital expense involved
in this, building hospitals, schools, and this type of thing, which as I
understand it ICA does not do it under technical assistance. It is
an expanded concept of technical assistance.

The funds would be used by ICA and the same people who are deal-
ing with Colombia would deal with any program for Colombia, for
example,

Mr. Passman. Then are you not duplicating the very intent of
the purpose of the $394 million? This is a supplement.
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Mr. Lasoursse. I talked to Mr. Gordon some time ago on this
issue when I first came here. I said one thing I thought was terribly
important was this: When they divided up this $500 million, however
it was divided up, I, speaking from the point of view of the ICA,
wanted real clarity as to what ICA was to do. I wanted to avoid
overlapping.

Mzr. Passman. Do you have that information yet?

Mr. Gorpon. Yes, sir.

Mr. Lasouisse. I think this presentation which has been prepared
was intended to put eduecation and public health in the ICA side and
then into the Inter-American Bank would be agriculture, et cetera.

I believe this is also true: The type of technical assistance which
ICA may have been doing in the agricultural field would be transferred
in the future to the Inter-American Bank and we would go out of that
business, with one exception—if it is not a project as such, not land
reclamation or division, but if it is just a question of technicalassistance
to the ministry of agriculture and how to organize itself, that type
thing, this would be a proper use of ICA funds.

Mr. Gorpon. That is right.

Mr. Passman. At the time we entered into the agreement, had the
formula been worked out for the Inter-American Development Bank?
It could not be determined at that time whether it would require the
entire $500 million or part of the $500 million?

Mr. Gorpon. No, sir,

Mr. Passman. They knew in advance just what they would set up?
That is my question. You could not determine in advance, working
out the mechanics and needs, the amount of capital for this trust fund.
That was worked out after the authorization?

Mr. Gorpon. Yes, sir.

Mr. Passman. And it could have been just as easily the entire
$500 million, short of a formula in advance?

Mr. Gorbon. No. I think the difficulty is this: When the Bogoté
agreement was developed—I thought you were referring to the trust
agreement—by Secretary Dillon and his Latin American colleagues,
there was agreement which is recorded in the Act of Bogot4 as to the
areas in which this work should be done.

Mr. Passmax. My apologies. I didn’t ask the proper question.

Prior to the Bogoté convention, but subsequent to the authoriza-
tion, it could not be determined as to the amount of funds needed to
properly fund the projects that will be handled by the Inter- American
Development Bank.

Mr. Gorpox. No, sir,

Mr. Passman. It could not be determined then?

Mr. Goroon. There was virtually no lapse of time because the
authorization was passed just at the moment that the conference was
beginning.

Mr. Passman. It could happen the same day. Tt could not have
been determined as to what it would be. It could have been $500
million, but the main purpose was to establish this trust fund in the
Inter-American Development Bank. Is that what the authorization
intended?

Mr. Gorpon. No, sir. The authorization was intended to show to
our friends in Latin America that the United States would be prepared
to support a serious social development program in which they would
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take the right kinds of self-help measures, and it was also stated there
we expected the Inter-American Bank to be what was called the
primary mechanism for the administration of the funds.

[t had been made clear in testimony to the authorizing committees
here that the Bank would be assigned responsibility in these fields
where loans were the proper way of doing most of the job and there
would be reserved for ICA administration the work in those fields,
especially education and training, where grants would be more ap-
propriate, or where by the nature of the Bank it is hard to get tech-
nically qualified. That is not the kind of thing a bank ordinarily
does. 1CA, on the other hand. has had a lot of experience in this,

As to how the $500 million would be divided, then what was meant by
primary mechanism, how much it would be precisely, we had to wait
on that until we had developed a clear enough idea of the total needs
and the way those needs fall into those various categories to make a
reasonable division. That work has been done over the past several
months.

Mr. Passman, That is exactly what I was trying to find out. You
had to develop it. You didn’t know the needs.

Mr. Gorpox. That is right.

LIMITATION ON ICA TECHNICAL ASSISTANCE PROGRAM

Mr. Avexanper. What real difference would it make whether you
get the $100 million fund requested here or whether you get it in the
regular appropriation for TCA?

Mr. Gorpoxn. Two differences. First, the authority here is broad.

As the ICA authority now is limited, technical assistance and limited
types of demonstration are as far as they can go. We are talking, as
Mr. Labouisse just said, about those things plus, and most of the
money would be for the plus, assistance of a capital type, assistance
to_construction, instructional materials, laboratory equipment, and
things of this kind on a scale which the present type of authority does
not permit.

Secondly, there is the problem of time.

When the ICA has these funds in hand it will be able to sit down
and work out with governments the details of some of these projects
and the preliminary proposals are described here. Some of them
involve such things as a 5-vear program for the major expansion of
teaching in a particular field. This involves working out how many
teacher training organizations should go with this, how many teachers
will be trained, where, the number of technical assistance people
coming from the United States, and the rest of it, what sort of budg-
etary allocation the government concerned will make for the program,

When a long-range program of that kind is undertaken, and some
outside resources are required, there must be some knowledge that
the scale of outside resources to match the domestic ones can be
fortheoming,

[CA under its present authority cannot do that kind of thing. Tt
has done a lot of fine pioneering work. It has pointed the way.
Many of these proposals would not exist had it not been for the pre-
liminary technical assistance work done by ICA in past years., But
these are different kinds of projects.
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Mr. Passman. Regarding the $100 million, can yvou tell us the total
amount that will be for technical aid and the part that will be for
construction?

Mr, Gorpon. Since the programs have not been worked out in
detail T cannot tell you.

Mr. Passman. You are asking for a completely blank check.

Mzr. Gorpon. No.

Mr. Passman. If you cannot tell this committee what percentage
will be for technical aid and what percentage will be for instructors,
you are not entitled to it, in my opinion.

You do not want Congress to lapse into a condition whereby we just
appropriate money without having any information as to whether
it will be for capital improvement or technical aid, and concerning
which you could not even give us a division?

Mr. Gorpbon. I have already said we cannot tell you what are the
specific projects and the amounts.

Mr. Passman. I did not refer to that. I asked what percentage
of the $100 million will be in the field of technical aid and what per-
centage will be for buildings and schools?

Mr. GorpoN. Would you liks an estimate?

Mr. Passman. Who will give the estimate?

Mr. Gorpon. ICA would have to develop it.

Mr. Passman. Do you have any background as to how you can
give this estimate?

My, MacPrain. Many of these projects have estimates of technieal
assistance, technicians, and participants.

Mr. Passman. What is your estimate? T refer to technieal aid.

Mr. MacPrain. Frankly 1 would prefer to submit it later, Mr.
Chairman, go through these and extraet it.

Mr. Passman. You do not now have the answer?

Mr. MacPra1L. No, sir,

Mr. Passman. You do not know whether it could be 50 percent or
10 percent. After you finish it it will be speculative as to whether
it is accurate because you have not entered into these contracts yet,
have you?

Mr. MacPuam. That is right.

Mr. Pagsman. Anything vou come up with would be in the form
of a guess?

Mr. McPuain. We have not entered into any agreement.

Mr. Passman. It would be in the nature of a guess; would it not?

Mr, MacPramn. An informed guess.

Mr. Passman. Thank you very much. We want to thank you for
being right to the point on that.

(Discussion held off the record.)

Mr. Passman. The committee will come to order.

LONG-RANGE PROGRAM

We were discussing technical aid, the question of the $100 million
that would be administered by ICA, and the amount that would go
into permanent capital improvements. We all agreed the amounts
would be more or less a guess.
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With regard to the part that will be technical aid, we have had the
experience that many times they enter into an agreement which calls
for a tremendous outlay of funds in subsequent yvears. As indicated
in the hearings last year, some of the commitments would go into
1975. 1t would be too early to determine whether or not these tech-
nical aid programs would develop projects requiring appropriations
that would go into future years.

Is that not so?

Mr. MacPram. T think Under Secretary Bowles testified yester-
day this is essentially a long-range program, a program of at least
several years, so in any of these social development projects which
have technical assistance as part of it, to appont the length of time
the technical assistance portion would be obligated would depend upon
the total project, so to answer your question, there would be presum-
ably longer range technical-assistance-type activities in connection
with the “Act of Bogota” social development projects which would
be the ICA responsibility to administer.

Mr. Passman. This would be very far reaching.

You could take this appropriation and initiate projects that would
call for an expenditure maybe out of the Development Loan Fund, or
grant aid, and in subsequent years the amount could be substantial.

Mr. MacPuarL. Presumably on these projects on which you reach
agreement with the host country, it would be for the total project.
It would have a terminal date. A project might last for 3 or 4 years
which would be in self-help school construction for which the United
States would agree to contribute a certain amount of capital goods
and equipment and technical assistance in connection with a contri-
bution from the host government.

This would be to build, let us say, 2,000 classrooms over a period
of 3 years. To this point, you have a lengthy project, but it does
have a terminal point to it in terms of the numbers of units to be built.

Do I make the distinetion clear?

Mr. Passman. I think that under certain portions of the ICA pro-
grams you teach them how to borrow money, how to set up banks,
and you educate them into getting into other fields; and sooner or
later they start making applications for some type of a loan, or grant,
to open up one type of bank or another,

Could we get into that same type of situation here?

Mr. MacPrarL. Essentially, the technical assistance which would
be available under the social development program would be related
to a specific project. You would not be putting in technicians, or
having participants of a continuing nature designed to strengthen
governmental services. They would be project oriented, or related.

Mr. PassmaN. One ties into the other.

You are not limiting this entirely to just one project? You may
initiate a project with an allocation of $20,000 whereas the ultimate
cost would be $1 million?

Mr. MacPrAIL. The projects which are set forth in the book here
as examples, you will notice, virtually all are terminal projects.

Mr. Passman. Those are examples.

You have already said that for the examples you may not start a
single one of them.

Mr. MacPrAIL. Presumably all the projects which would be
undertaken under the “Act of Bogata” type programs would be
projects which have a terminal date to them.
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Mr. Passman. Give us a date then.

Of the $100 million, $50 million is for technical aid. What is your
cut-off date? '

Mr. MacPrain. Can I give you an example of one in here?

Mr. Passman. I would rather have the facts than examples. If
you say you may not enter into any of these projects, why take an
example?

Again, you cannot give us a specific answer as to the original cost
and then the ultimate cost of the project.

Mr. MacPram. If you had $100 million put into projects, the
ultimate cost of those particular projects under this approach would
be $100 million.

Mr. PassmaN. Then you are not coming back at any subsequent
date asking for any money, any supplemental, on this or any appro-
priation in future years to continue a similar program under your
regular bill?

Mr. Gorpon. No, no. I think yesterday or this morning it was
said if this program is successful we do anticipate coming back roughly
2 years hence for a further installment for assistance.

Mr. Passman. In the same field?

Mr. Goroon. In the same field.

Mr. Passman. Your answer is yes, you may come in and ask for an
additional appropriation in the same field. Is that correct?

Mr. Gorpon. Certainly.

Mr. MacPrarL. Not for the same projeets.

Mr. Passman. Who is correct?

Mr. Gorpon. For the same field, certainly. For the same projects,
no. Mr. MacPhail and I are both right and consistent.

Mr. Passman. At one time it would be a schoolhouse one place and
another time a schoolhouse some other place?

Mr. Gorpon. That is right.

Mr. Passman. Certainly you would not build a schoolhouse on
top of another schoolhouse. I know it would be in a different location.

Mr. Anprews. This is a so-called Latin American program, is it
not?

Mr. Gorpen. Yes, for all of Latin America.

Mr. Axprews. Under this program, would you need additional
authorization before you could get more appropriations?

Mr. Gorbon. Oh, yes.

Mr. Axprews. This is a one-shot deal?

Mr. GorpoN. The authorization.

Mr. ANpreEws. $500 million under the bill that passed Congress
last September?

Mr. Gorpon. That is right.

Mr. AnpreEws. And once you get the $500 million, you cannot get
any more unless you get an additional authorization?

Mr. Goroon. That is right. We would have to go back to the
authorizing committees and present a new program.

Mr. Passman. And that you anticipate?

Mr. Gorpon. Yes.

Mr. Passman. You know and I know that the mutual security
program at one time was a complete program, and you always came
in for a new authorization each year.
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Mutual security is a program that started out getting a new author-
ization every year, so you would fall into the same category?

Mr. GorpoNn. Yes, except we hope this initial one will last longer
than 1 year.

Mr. Passman. We certainly hope so, too.

Mr. Gorbon. Right.

But clearly, when these funds are used up, if the appropriation is
the full amount of the authorization, we would need new authoriza-
tion before we could ask for a new appropriation, certainly.

Mr. Passman. That is similar to other parts of the mutual security
bill. Is that your understanding, that you get a new authorization
ach year?

Mr, MacPram. On an annual basis.

Mr. Passman. Even though we have had the extra check. it has
not reduced the request each year and the amount you have received
each year?

Mr. MacPaamw. Not always: no.

Mr, Passman. In any case of which you know?

INCOME TAX LAWS

Could you tell the committee how many of the participating nations
are without income tax laws at this time?

Mr. GorpoNn. I do not know the answer to that. I know several
that have them, and several that have recently introduced them, but
I would have to find out.

Mr. Passman. There are several without an income tax law?

Mr. Gorpon. That is my understanding.

Mr. Passman. Could you provide the committee with a table?

There are some very wealthy people in these countries, earning a
very substantial amount of money, millions of dollars, and no part
of it is paid to their government in income tax.

(Off the record.)

Mr. Passman. That is a very good point. Could yvou tell us at
this time a few of the nations that have no income tax law?

Mr. Gorpon. I can tell you a few of them. I would rather supply
it for the record if I may.

Mr. Passman. Supply it for the record. This is something that
the Members of Congress have been discussing for yvears and years,
why these aid recipient countries over many yvears do not even collect
income tax from very wealthy citizens with large earnings,

How about an estate tax?  Could you get that information for us?

Mr. Gorpox. I assume we can get information on the tax structures
of all of these.

Mr. Passman. Do you not think it would have been appropriate
to have found out something about this tax structure, whether or not,
any of these laws are passed? If one nation would automatically
reduce the amount it is asking for, would this not be a little encourage-
ment to the others to do likewise?

Mr. Gorbon. On the last point, T think you can be quite certain
that that will not happen because none of these projects, either nego-
tiated by the Bank or negotiated by ICA, will be entered into unless
the local government is putting up a substantial share of the funds,

(The information follows:)
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Most of the countries of Latin America now have a general income tax applying
to all residents and companies of the country and to all types of income. Guate-
mala, Haiti, Ecuador, and Paraguay do not have such a tax, although some of
them do have limited direct taxes on profits or property. All Latin American
countries have some form of inheritance tax.

Mr. Passman. That is what you agreed to do before you came to
this committee for funds, according to Mr. Morgan’s testimony,

[ wonder if you are actually going to (In that, or not?

Mr. Gorpox. The answer is that we are going to do it.

Mr. Passman., When are vou going to start? When the money is
in hand, so the detailed negotiations can be set underway

REVENUES FROM INCOME AND OTHER DIRECT TAXES

Do you have any information relative to their bills about land
reform, tax brackets, et cetera, and when they are going to consider
them?

Mz, Gorvon. Yes, I can give you quite a lot of information.

My, Passman., How about the first item? Could you name a few
yf the nations who have an income tax?

Mr. Gorpoxn. Certainly. Argentina.

Mr. Passman. What is the top bracket?

Mr. Gorpvon. I do not have the details, sir. However, I will be
glad to get that.

Mr. Passman. If you will, please.

Would you also provide some information on the estate tax and the
maximum in each country?

Mr. Gorpon. Yes.

Mz, Passman. And whether or not the laws have been put into
effect?

Mr. Gorpon. Certainly.

(The information follows:)

Receipts from income and other direct taxes in Latin America, generally
speaking, are now following an upward trend. They still, however, represent a
relatively small proportion of revenue, as the following table shows:

Receipts by sources (selected Latin American couniries)

Total (mil- Percentage distribution
| lions of
Country ‘ear |equivalent | | |
dollars) Direct Indirect | Custom Other
taxes ! taxes? | receipts

R PR P AT R R

L

|
Yonazueln. v i 1‘-"” 5| 3.9 |
|

! Include individual and corporate income and excess profits taxes, gift and inheritance taxes, ete. (a
breakdown is not flable).

2 Inclade sales tax, excise taxes, foreign exchange profits, ete.

3 Does not include “import surcharges and export retentions,” the largest single itern in Argentina’s
budgeted receipts and included under “other receipts.”

Source: Statistical Abstract of Latin Amerlea, 1960; Center of Latin American Studies, University of
California at Los Angeles,

67615—61 8
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In most of the larger and more important countries—Argentina, Brazil, Mexico,
Colombia, and Chile—the rates of taxation on income and inheritance are fairly
progressive. Comparisons of one country with another in this field, or with the
United States, however, are apt to be misleading, since the tax struetures vary
widely. Most Latin American countries use x schedular system, with various
types of income subjeet to different rates of taxation. In addition, a progressive
complementary tax is in some cases then levied on income from all sources.
Inheritance taxes in Latin America vary not only with the amount involved—as
in the United States—but also with the legal relationship between the deceased
and the beneficiary.

In Brazil, for example, there are nine different scheduled tax rates, ranging
from 1 percent on wages and salaries to 28 percent on certain types of dividends.
The complementary tax on all income ranges from 3 percent to 50 percent on
income in excess of the equivalent of $22,500. The inheritance tax rate ranges
from 2 to 25 percent for children, with higher rates for “strangers” (no blood
relationship).

Chile also employs a combination schedular and complementary system of
income taxation, The effective rate on wages and salaries is 4} percent but ranges
up to 33 percent on some other types of income. In addition, a complementary
tax is levied which reaches 30 percent on income above the equivalent of $14,000.
Inheritance and gift taxes range from 1 to 14 percent for a spouse or children;
and up fo 40 percent for strangers.

In Mexico, tax rates on wages and salaries range from 1.7 percent to 50 percent
on income over $5,600. The inheritance tax varies from 4 to 37 percent for
members of the family and up to 64 percent for strangers.

Colombia has a maximum tax rate on personal income of 51 percent. In
Argentina, the highest rate is 45 percent. It should be pointed out, however,
that many Argentines have a heavier income tax burden than do U.S. citizens.
The rate of taxation in Argentiva reaches 30 percent on income over $7,500, a
modest level of income by U.S. standards. Inheritance taxes where s spouse or
children are the beneficiaries reach a maximum level of 20 percent in Argentina.

Most other income tax legislation in Latin America is less progressive in
character. In the case of Panama, for example, even under recently enacted
legisiation, the maximum rate is 35 percent on income over $750,000. Four
countries—Guatemala, Ecuador, Paraguay, and Haiti—do not have general
income tax laws, although they do have some direct taxes of limited application.

LAND REFORM LEGISLATION ENACTED

Mr. Passman. Would you also inform us as to how many of these
countries will be the recipients of this aid and which have already
passed their land reform measures?

Mr. Gorpon. Certainly.

(The information follows:)

The Act of Bogot4 is intended to encourage land reform measures by assisting
countries that already have effective programs for land reform and by providing
ineentives to others which have not yet adopted such measures,

Among countries that already have legislation providing for land reform are
Venezuela, Guatemala, and the State of Sao Paulo in Brazil. Progress has been
continuing under the agrarian reform program in Venezuela, where from April
1960 to the end of the year, 2,830,000 acres were parceled out to nearly 35,000
farmers. The Guatemalan program has also been moving forward. By the
end of 1960 the Government of Guatemala had distributed titles to economie
farm units to 4,000 of its farmers. To expand this program, President Ydigoras
has requested, and the Congress of Guatemala has approved, the expansion of
the program into other areas of Guatemala in order to resettle 6,000 additional
farm families on economic units. In the State of Sao Paulo in Brazil a law was
p?s];sed in December 1960, providing for a land tax to encourage productive use
of land.

Other countries are also making a start toward constructive change in this
field. The Colombian Government is supporting and attempting to secure
passage in Congress of agrarian reform legislation, including a land tax to en-
courage productive use of the land. The Congress was called into special session
in January and is expected to be in continuous session until this and other legisla-~
tion is passed. In the meantime the Government is actively carrying out the
colonization component of the agrarian reform program.
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For several months technicians from the OAS have been in Honduras to assist
the agrarian reform study group in preparing a basic law for agrarian reform.
They have been conducting technical studies of various aspects of the agricultural
problem in Honduras, including land tenure and utilization, agricultural credit,
and rural education.

The Government of Peru is giving highest priority to congressional passage of
an agrarian reform law designed to encourage the breakup of large estates, bring
idle land back into produection and prevent land speculation. The Government
is also undertaking a large scale program to colonize and develop jungle land east
of the Andes. In Costa Rica a law for land reform and colonization is up for
consideration before the legislative assembly. A draft law on land use and
distribution is being prepared by the Government of Uruguay, which is expected
to include measures for land tenure, credit institutions, and additional fiscal
policies to encourage the improved use of land. The Government of Nicaragua
has also completed an agrarian reform law which is to be submitted to Congress
this session.

Mr, Passman. Do you know of any at this time?

Mr. Gorpvon. Yes, indeed. Venezuela.

Mr. Passman. Subsequent to the Bogoti Conference?

Mr. Gorpon. No.

Mr. Passman. We are inquiring about reforms from the time we
expressed a willingness to help our good neighbors. Do you know of
any countries which have passed land reform legislation subsequent to
the Bogota Conference?

Mr. Gorpon. The State of Sao Paulo in Brazil.

Mr. Passman. T am speaking about the countries as a whole.

Mr. BerLe. It would have to be done by States. The country as
a whole——

Mr. Passman. Some of the countries control all of their land.

Mr. Berre. Brazil is a Federal system like our own and that has
to be done by State legislatures.

Mr. Passman, Let us get down to countries. You are dealing on
a country basis, are you not?

Mr. BerLe. In Brazil you would be dealing with the National
Government of Brazil but on a basis of land reform——

Mr. Passman. How many States do you have in Brazil?

Mr. Gorpon. Twenty-one.

Mr. PassmaN, How many of them have passed land reform
legislation?

Mr. Gorpon. Just one State.

Mr. Passman. Just one?

Mr. Gorpon. The largest and most important single State in the
country.

Mr. Passman. Do you have any others?

Mr. Gorpon. We have quite a number of others that have done
this within the last few years.

Mr. Passman, We just want those which have done it since the
Bogotf Conference. That is the shove off for this trip.

Mr. Forp. May I ask a question?

Mr. Passman. Yes.

Mr. Forp. You say that one of the States within Brazil has under-
taken this tax reform legislation?

Mzr. Gorpon. It is tax reform on land. It is really a combined
land and tax reform.

Mr. Forpn. Would it be the anticipation of the Agency or the Bank
that an agreement would be made with that State of the nation of
Brazil or would you hold off until all 20 had taken this action?
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Mr. Goroon. We would not want to wait until that. Under
Brazilian conditions that might mean holding off forever. In Brazil
the region of the country which most requires this sort of help is the
northeast.

Mr. Forp. Is that the State that has taken this action?

Mr. Goroon. No; this specific land reform action in the tax field is
in the relatively well-to-do southern part of the country. That is
the State of Sdo Paulo; it is in the northeast where there is s more
serious problem. This involves the resettlement of a very sub-
stantial amount of public land owned, in fact, by the States. This
does not require tax reform legislation—I mean land reform legisla-
tion—to deal with it, but what it does is to require that States make
available that land for settlement. In working out a detailed project
in that connection we would expect the State authorities, whoever
has title to the land, to contribute that as a portion of their part of
the program.

Mr. Passman. Any legislation thus far in any of these States indi-
ated the government would contribute land?

Mr. Gorvox. I do not know specifically about State legislatures.

Mr. BeErLp. Let me answer.

May I say that we talked that over with the President of Brazil?
He has a program or some legislation drawn which he proposes to
put through the Brazilian Congress. This is a system with super-
vised credit on land to the extent that that land has been eontributed
by the State and under specified tax programs. In that sense, it is a
matching of the Federal and State powers that is sometimes done
here. This is the instrument I was working on and which he proposes
to get.

Mr. Goroon. Right.

Mr. PassmaN. As we are dealing with public domain lands that
belong to the government, why could they not implement our agree-
ment and then have this thing all worked out? You are dealing
primarily with public domain land, are you not?

Mr. Berne. Not altogether.

Mr. Passman. To a very large extent?

Mr. BerLe. It is frequently not in the right place.

Mr. Passman. The justifications indicate that almost every project
reflects what I said. It is public domain?

Mr. Gorpon. They are both.

Mr. Passman. Let us consider the part that is under the Govern-
ment.

Mr. Gorpon. Mr. Chairman, let me give you an example. In the
case of Colombia, there is a fair amount of public domain land and
where the kind of project under consideration involves assistance in
the construction of access roads. This is inaccessible land at the
present time and where stuff has to be carried on men’s backs to get
1t out to market. Actually, access roads would clearly be part of
it, and agricultural credit mstitutions, in order to give the smaller
landowner some credit, both for production needs over & yvear, and
for longer terms, for tools and facilities, would be involved in this
kind of thing. In that case, they have got the necessary legislation
already. They had it before the Act of Bogot# but they do not have
the necessary outside resources to get this job done on a sufficiently
large scale.
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Mr, Passman. Let us take the case of Colombia. You are talking
about that country now?

Mz. Gorpoxn. I am talking about that country.

Mr. Passman, In 1960, the Development Loan Fund and the Ex-
port-Import Bank loaned $70 million, including substantial amounts
for penetration roads, and for going into five colonization areas for
credit to settlers in these areas.

Are vou going to supplement that with $10 million?

Mzr. Gorpon. Yes.

Mr. Passman. Again, you actually do not know whether you are
going to spend $10 million. It may be that $70 million might
be sufficient?

Mr. Gorpon. The $70 million is in the process of being earmarked
now against specific roads and housing institutions. Obviously, we
would not go ahead with another $10 million until——

Mzyr. Passman. Was this the original amount they requested? Sinee
you have gone to the trouble of putting it into your justifications,
do you know whether or not they got all the money they asked for?

Mr. Gorpon. I do not know about the earlier negotiations.

Mr. Passman. Would it not be well to know about it, before you
start earmarking $10 million out of funds you have not yet received?
Should you not ascertain whether or not they felt that was sufficient
to carry out a reasonable program?

Mr. Gorpoxn. That is, of course, where they are not earmarked. 1
said before they were not earmarked.

Mr. Passmaxn. I understand.

Mr. Gorpox. Could I mention one other case?

Mr. Passman. Certainly.

Mr. Gorpon. Congressman IFord asked me about legislation and
in the case of Peru, there is a comprehensive land reform submitted
to the Congress by the Executive, Prime Minister Beltran in October
of last year, and this is pending in the Congress at the present time.
This is a very good illustration of a case where we hoped that, having
these funds available, they assist the Prime Minister

Mr. Passman. Why do we have to plead with people to help
themselves? What if they do not carry out the commitments under
this? What if you do not get that legislation through, and the leaders
of those countries do not get the legislatures to go along with them?

Mr. Gorpon. Mr. Chairman, if that happens and if that program
fails and if they do not take these kinds of measures, I think we are
in the kind of position we deseribed this morning. You will have
the wrong kinds of revolution all over the hemisphere.

[ think there is a major difference, Mr. Chairman, in the traditional
change ol presidents by revolution in Latin America, which was
simply a replacing of one group of privileged class by another group
of privileged class. There has been quite a fundamental change in
most of the hemisphere during the last 20 vears in this respect.
First, in the number of countries where dictators were removed after
a long struggle over the last 10 years; by that I mean, Venezuela,
Colombia, Peru, and Argentina, as outstanding cases. There are
now genuinely democratic representative regimes, the kind we would
like to see continued. The types of revolutionary movements which
exist now—and which is what concerns us—are extremely nationalist,
Communist-supported and financed in large measure and working
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now also with the help of Cuban propaganda and Cuban-financed
agents, aiming at the kind of revolution which we have seen in Cuba.
This is quite different from the traditional Latin American change
as it has happened throughout the 18th and 19th centuries.

Mr. Forp. Will you yield there?

Mr. Passman. Just briefly, if T may.

Will you spend any money in Peru?

Mr. Gorpoxn. Would we spend any?

Mr. Passman. For land development prior to the passing of the
legislation?

Mr. Gorpoxn. I doubt it. I doubt it.

NO AID TO BE EXTENDED PRIOR TO SELF-REFORM

Mr. Passman. Would that doubt also apply to other countries?

Mr. Gorpon. 1 can see this, Mr. Chairman. Obviously, money
in this connection, in connection with the land resettlement program
tied to this legislation, should not be provided until the legislation
is passed. I would not necessarily exclude helping an agricultural
credit institution in Peru to help small farmers in other places who
already——

Mr. Passman. I believe we are talking about land development.

Mr. Gorpon. If it is land development, I think clearly it requires
legislation and that that legislation must be passed before

Mr. Passman. If it is not forthcoming?

Mr. Gorpox. If the legislation is not forthcoming, then the loan
agreement should not be made.

Mr. Passman. How about the tax structure setup; for example,
income tax and other taxes?

Mr. Gorpon. This is a much more complicated matter. I know
how difficult tax legislation is.

Mr. Passman. Yes; it could require years?

Mr. GorpoN. That isright. It will be a matter, I think, of working
patiently. One of the first problems is to collect taxes.

I was reading a couple of days ago a report from the technicians
working with the Bolivian Government on their tax administration.
Up until this year they have not even known what taxes were and
where they were coming in because the administrative arrangements
were so poor.

Mr. Passman. How old is that nation?

Mr. Gorpon. Bolivia?

Mr. Passman. Yes.

Mr. Gorpon. The Bolivian Revolution was in 1825.

Mr. Passman. Did not some of your witnesses testify that Bolivia
last year was near bankruptey?

Mr. Gorpon. It was and is near bankruptey.

Mr. Passman. You are going to make loans to them? Why
delude ourselves? If it is a grant, why not call it a grant? I always
thought we would get along so much better if we put the proper
names on these things.

Mr. Gorpon. Mr. Chairman, Bolivia has natural resources and
land which, if people can be resettled, would make it a genuinely
self-supporting nation. It has very grave administrative and social




117

problems at the present time. It is a very primitive government
administratively, but the potential is there. If the right kind of
action is taken by them with some outside help, I would certainly
not regard Bolivia as hopeless in the long run.

Mr. Passman. I yield to Mr. Ford.

Mr. Forp. It has been indicated that in order to make these loans
there has to be some quid pro quo on the part of the recipient nation.

Mr. Goroon. That is right.

PROTECTION AGAINST EXPROPRIATION

Mr. Forp. Reform legislation, taxes, land reform, or something
comparable. At the same time, would there be an insistence that
there should be a protection for American investors in those countries
against the threat of expropriation, either direct or indirect?

Mr. Gorpon. We have this kind of problem, Mr. Ford.

Most of these countries have constitutional provisions for prompt,
adequate, and just compensation for the expropriation of anybody.
Normally it is not enforced. Our difficulty really is not, I think, with
the present types of provisions. Our difficulty is with the Castro-type
revolution that takes place. Anything that the present governments
agree on would be disregarded anyway, so the problem is really the
underlying political problem. Insofar as the present democratic
regimes are concerned, they are not involved in the expropriation
business. If they do buy out, as they have in some cases, public
utility concerns, they do in fact provide compensation.

Mr. Forp. Yes, but as I understand it, in several instances the
amount paid is woefully inadequate to compensate the investor or if
the investors would not accept the amount which is offered, the rates
they are permitted to charge to their customers are so low that there
cannot be any adequate return on the investment, either for continua-
tion of the facility or for a return to the investor.

I understand that this is a very serious problem in some of the
countries and I am wondering if in some of these countries where this
problem does exist, is there some way you can be certain that this
kind of indirect expropriation does not take place?

Mr. Gorpon. I do not see how we could do that in relation to this
program. It is, of course, a real problem.

Mr. Forp. But you are insisting on certain other reforms as a quid
pro quo. Why is not this equally as necessary?

Mr. Gorpon. Reforms, sir, which are related to the purposes in the
Act of Bogoté and related to these programs. I think that if we were
to go to a Latin American country and say, “We will provide you
$17.5 million worth of assistance for agricultural resettlement or
school construction on condition that you change your public utility
rate structures so that the International Telephone & Telegraph Co., or
the American Power Co., gets an adequate rate return,” that the
Congress in that country would throw out the entire project and very
likely throw out the companies as well.

Mr. PassmaN. Are you finished?

Mr. Forp. Not satisfied with the result but finished.
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U.5. AID TO BOLIVIA

Mr. Passmax. If we may have a look at Bolivia, the total gross
national produet in 1956 was $217 million.

Mr. Gorpox. That is right, with a population of about 3! million.
That comes out at about $80 per capita.

Mr. Passmax. You might buy more with that $80 in Bolivia than
you could in America. 1 used to get all confused about this amount
of dollars.

Mr. Gorpoxn. I can assure you that if you lived like a Bolivian
[ndian for a few months you would feel it was not an American
standard.

Mr. Passman. I was a sharecropper boy and never apologized for
that, but still America is not subsidized by other countries. Bolivia
had a total gross national produet in 1956 of $217 million?

Mr. Gorpoxn. Yes.

Mr. Passman. There was a slight increase in 1957 to $221 million,
but it dropped back down in 1958 to $202 million?

Mr. Gorpox. That is right.

Mpr. Passman. Then they went back in 1959 to $207 million, which
is $10 million below 1956.

To date we have given to Bolivia $160,329,000 in aid.

Mr. Gorvon. Yes.

Mr. Passman. What kind of a position are we in if, with this tre-
mendous outlay of cash in such a brief period, it does not appear from
the record that there has been any progress in that country. What is
the answer to that?

Mr. Gorvon. The answer to that is that there has not been prog-
ress. Bolivia is very unhappy because of this and there is not anybody
concerned with this program, or the activity in Bolivia who is happy
about the situation. It was for this reason that President Kennedy
appointed the special mission about 2 weeks ago, under the direction
of Willard Thorp, who used to be Assistant Secretary of State for
Economic Affairs. He is a very competent economist and the Presi-
dent sent him to review our present program and to try to see what
can be worked out. The one good thing that has happened in Bolivia
in the last couple of years, economically, is that they have finally
stabilized the currency. They had one of the worst inflations in the
world, an inflation which was comparable to the German inflation
almost of 1921 and 1922.

There has been economic stagnation and in fact the living standard
per capita has gone down. This is a very trying and troublesome
situation. We are not any happier about it than you are.

Mr. Passman. Of course, there are other countries in Latin Ameries
where the picture is not as bad as in Bolivia?

Mr. Gorpon, Yes.

Mr. Passman. But where there is no indication that the tremendous
outpouring of dollars has accomplished what we desired.

Mr. Gorvox. In relation to their size there has been no other
country, with the possible exception of Haiti, where there has been a
large investment of publiec funds on our part. There have been big
Export-Import Bank loans but this kind of special assistance given
for budgetary support in Bolivia and Haiti has been unique. These
are without question the two weakest economies in the hemisphere.
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TEN-YEAR AID PROGRAM TO LATIN AMERICA

Mr. Passman. The overall figure has been $3,326 million, either in
loans or grants, in period of time of this so-called foreign aid program;
is that a statement of fact?

Mr. Gorpoxn. That is 10 years, including“the Export-Import Bank
loans.

In general, as we say in the presentation, the rate of economic
growth in Latin America, especially up until 2 or 3 years ago, was
not bad.

The bad thing has not been so much the general rate of growth as it
has been the way in which it has been distributed. It has been very
lopsided and it has not helped the people in the countryside.

Mr. Passmax. Whom do we blame for that?

Mr. Gorpox. I think the blame has to be put on the economic and
social structure of the countries. This is what the present program
1s designed to try to work out,

Mr. Passman. What if it does not succeed, and we find ourselves
as busted as they are? Where do we go?

Mr. Gorpon. I think we would be in very bad shape.

Mr. Passman. You do not quarrel with the statistics I had this
morning. Do you quarrel with the accuracy of the gold statement
and the dollar estimate, and the increases in our spending, as given
this morning? Did you see those statistics?

Mr. Gorvoon. I saw the first set, Mr. Chairman. You called my
special attention to the gold and dollar statistics and those, as far as
I know, are entirely accurate.

Mr. Passman. Do you see how wild this Congress has been in the
Jast 8 years about spending in this great period of prosperity? This
is the time of the highest revenue in the history of the country, and we
spent $624 billion, yet borrowed $23 billion more, and spent that.
Those things worry me, and I was quite honest when I said to you,
a man with your great experience in economies, that I thought maybe
before the hearings were over, you might put my mind at ease.
Maybe I am too much old school to comprehend.

AUTHORIZATION FOR PROGRAM

Mr. Tarer. Mr. Chairman, T have been looking in this bill to find
something specific about the authorization. There is nowhere in this

bill a specific authority for any of the operations that have been set up.
This is the authority to appropriate to the President to carry out the
purposes of section 1 of this act, but that is all. There is authorized
to be appropriated to the President, not to exceed $500 million.

Mr. Gorpoxn. Yes, sir.

Mr. Tarer. But section 1 does not have in it any specific setup
which would authorize a single one of these operations you are
engaged in,

Mr. Gorvon. Mr. Taber, may I call your attention to section

Lt et : J 2 :

1(b)(1). That section:

® k% (1) * * % yrges the President through our constitutional processes to
develop cooperative programs on a bilateral or multilateral basis which will set
forth specific plans of action designed to foster economic progress and improve-
ments in the welfare and level of living of all the peoples of the American Republics
on the basis of joint aid, mutual effort, and common sacrifice.
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That is what we are proposing here.

Mr. Tangr. I do not believe that is broad enough language to cover
your operations. It is not specific enough.

Mr. Gorpon. My attention is also called to section 1(a) (4) and (5)
which refer to the compelling need for the achievement of social and
economic advance adequate to meet the legitimate aspirations of the
individual citizens of the countries of Latin America for a better
way of life.

Section 5 states:

* * * There is a need for a plan of hemispheric development, open to all
American Republics, which cooperate in such plan, based upon a strong production
effort, the expansion of foreign trade, the creation and maintenance of internal
financial stability, the growth of free economie and social institutions, and the
development of economic cooperation, including all possible steps to establish
and maintain equitable rates of exchange and to bring about the progressive
elimination of trade barriers,

Mr. PassmMan. Are you finished?

Mr. Taser. Frankly, that does not satisfy me.

Mr. Passman. Let us get an interpretation on this from the legal
office.

Mr. TaBer. The Comptroller General?

Mr. Passman. Yes, so we do not waste your time here for the next
2 or 3 weeks.

Mr. Avexanper. Mr. Chairman, will you yield?

Mr. Passman, Certainly.

PROGRAM FOR AID TO EDUCATION

Mr. ALexanper. Doctor, I understand that a sizable amount of
this money will be spent to improve your schools.

Mr. Gorpon. That is right.

Mr. ALexanper. What type of school systems do they have there?

Is it not a predominantly Catholic continent? Are these run by
parochial authorities or are they public schools?

Mr. Gorpon. This varies from country to country, Congressman,
In general, the primary schools, to the extent thaf they exist, are
State financed. That is, they are public schools as we would call
them.

At the secondary level, there are mixtures of both State-supported
schools, public schools, and church schools, with some other private
schools as well. The universities, for the most part, are public in-
stitutions but there are in quite a number of the cities also Catholic
universities parallel with the National or State universities. This
really varies a good deal from country to country, but the predominant
source of financing of the educational systems—which are of course
grossly inadequate systems—the predominant source of financing is
public funds. '

Mr. Passman. Would we, under this appropriation, do things in
Latin America with respect to the educational system that we are
prohibited from doing in the United States on account of the Con-
stitution?

Mr. Gorpoxn. Well, I think in this sense, Mr. Chairman, the
educational program envisioned here is really of three types. First,
it has to do with the broadening of the basis of primary education
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and it, I think, would be done essentially through the public authori-
ties. g

Secondly, it is to try to help develop vocational and technical
education at the secondary level or even at the late primary level.
Of course, the whole school system is at a much lower stage.

Mr. Passman. I owe you an apology. I have a hard time getting
my questions over.

Let me ask the question again:

Is any of the money provided in this act being used for any educa-
tional purpose for which the same type of application would be
prohibited in the United States? Yes or no? If you would care to,
give us a brief answer.

Mr. Gorpon. There may be a case in which a technical school
supported by a religious denomination in Latin America might be
the best institution for receiving some support from these funds. I
do not know whether that would be permissible in this country or
not, but the same constitutional provisions that apply in this country
obviously do not apply in Latin America. Each has its own con-
stitutional limitations,

Mr. Passman. This program is quite flexible, is it not?

Mr. Gorpon. Yes.

STUDENT POPULATION OF LATIN AMERICAN COUNTRIES

Mr. Avexanper. I wonder if you will put in the record by country
the number of pupils that are in public schools supported by the
state and the number of pupils that are in schools in that country

supported by private or church organizations?
Mr. Gorvon. Certainly.
(The information follows:)

Nuvmeer or Purins 1N PusrLic AND PrivaTE ScHoons 1IN LATIN AMERICA

The most authoritative statistics available comparing the number of students
attending public and private schools in Latin America are those compiled for a
1960 UNESCO study, entitled “La Situacién Eduecativa en América Latina.”
According to this study, most private schools in Latin America are church
sponsored, while some are sponsored by private business firms, and others by
private groups with teaching conducted; for example, in English and French.
The figures shown in the following table are for the latest year available, in most
cases for the school year 1954-55; while the total number of students has no
doubt inereased in subsequent years, it does not appear that the proportion of
students attending publie, as contrasted with private, schools has changed
significantly.
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[Thousands of students)

0 T

Total Registore Registered

Country students in public in private
registered t |  schools schools

Argentina...__
Baolivia. .
Brazil_._.
Colombia. .
Costa Rica
Chile

E

410
640

! Including kindergarten, primary, secondary, and university registrants but excludes registrants in
special schools and adult edueation courses.

No1g,—Numbers may not add due to rounding,

Mr. Conte. Would the gentleman yield?

Mr. Passman. Yes.

Mr. Conre. In some of these countries, all they have are parochial
schools?

Mr. Gorpoxn. I do not think that in any country there are no
public schools. In some cases, particularly at the secondary level
the main form of schooling is——

Mr. Conre. Supported by the country?

Mr. GorpoxN. Yes.

Mr. Passman. It will be a rather peculiar commentary to confess
some day that we are appropriating American taxpayers’ dollars to
support programs in other countries under conditions prohibited by
the Constitution in this country. That is my only point.

Did you state a moment ago that this program is flexible enough
so the Inter-American Development Bank can make loans or grants?
That is, for any program in the interests of building up the economy
of the country?

Mr. Gorpon. No, sir. In the case of the Inter-American Develop-
ment Bank, it is all loans except for technical assistance. The tech-
nical assistance that they give may be on a grant basis but not the
project assistance.

Mr. Passman. What would it be?

Mr. Gorpon. Excuse me?

3

LOANS TO BE REPAYABLE TO TRUST FUND

Mr. Passman. Would it be on a loan repayable to the institution
and not to any agency of the U.S. Government?

Mr. Gorpon. Tt is repayable into the same trust fund that would
be set up; that is right.

Mr. Passman. I make a statement of fact?

Mr. Gorpon. Yes, sir,

Mr. Passman. So the record will show there has been an answer
to my question, the funds are paid back into this Trust Fund of the
Inter-American Development Bank and not to the U.S. Treasury?
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Mr. Gorpox. That is right.

Mr. Passman. We still have the same opinion that there will be
no dollars ever coming back to the Treasury from this. It is good
will and helping our neighbors, is that about it?

Mr. Gorpon. As I said yesterday, I do not think we will get sub-
stantial repayment in dollars,

Mr. Passman. You did not indicate any. ‘That is exactly what we
are trying to pin down. It is either yes or no, according to your
statement.

Mr. Gorpon. Mr. Chairman, I thought I explained yesterday.

Mr. Passmax. If you did, I did not quite understand.

Mr. Gorpox. Let me try to explain now, if I may.

At some point, if this program is suceessful, there will be an end to it.
[ do not know at what point, but when that time comes, the Trust
Fund will be liquidated. The Trust Fund may at that time have some
dollars in it and if so we will get them. Thisis all I mean by qualifying
it.

Mr. Passman. We would be a lot safer, so far as the American
taxpayer is concerned, if we rest our ease on this statement, at page 3,
where yousay:

The United States in advancing funds to the Inter-American Development Bank
will not expeet repayment of funds to the United States.

Mr. Gorpoxn. That isright.

Mr. Passman. Continuing to quote:

Our hope and expectation is for repayment in the inereased strength and growth
of demoeratic institutions in the free societies of our Latin American neighbors.

Mr. Gorpox. That isright.

Mr. Passsax, Would it not be better to rest the case on that, and
not have some of the overburdened American taxpayers look for some-
thing in return that is not coming in?

Mr. Moxtova. Would the Chairman yield?

Mr. Passman. Happy to.

GRANTS BY THE BANK FOR TECHNICAL ASSISTANCE

Mr. MoxTtoya. Section 1.05 of the proposed draft which will be the
trust agreement with the Inter-American Bank states that when this
money is deposited with them:

In addition the Administrator shall utilize the resources of the Fund to provide
technical assistance related to projects in the fields set forth in section 1.04 and
technieal assistance related to the mobilizing of domestic financial resources and
the strengthening of financial institutions.

Mr. Gorpon. That isright.

Mr. Mo~Tova. I interpreted the phrase “to provide technical
assistance’ to be not a loan but an outright grant.

Mr, Gorpon. The technical assistance, Congressman, can be on a
grant, loan, or a reimbursable basis as the Bank negotiates it with
the

Mr. MonTova. I was just getting to that.

II“ your statement on page 3 under subdivision (A) you indicate
that:

The Bank shall provide loans on flexible terms and conditions, including repay-
ment in local eurrency, and may provide technical assistance on a grant, loan,
or reimbursable basis
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Mr. Gorpon. That is right. That is covered, Congressman, on
page C in section 403.

Mr. MonToya. This is what I am trying to clarify: I was led to
the belief by the presentation up to now that you were seeking these
funds so that loans could be made repayable in local currencies or
hard currencies in the discretion of the Bank?

Mr. Gorpon. That is right.

Mr. Moxroya. Now, with the statement I have read and the draft
provision which I have read, this nullifies the basis on which you have
been proceeding in your justifications.

Mr. Gorpon. I do not think so, Congressman. I said in the pre-
sentation that the Bank had been assigned responsibility for those
fields where the resources would be provided mainly on a loan basis.
By “mainly” on a loan basis, I mean the project part of the thing
as distinguished from the part that would be on a loan basis. '

Mr. MoxToya. Where is the authorization for a grant? The pre-
amble specifically reads:

Any assistance that may be rendered under this program for the progress that

you anticipate or hope for in Latin America shall be on a bilateral or a multi-
lateral basis.

Mr. Gorpon. Yes.

Mr. MonToya. That is the authorization?

Mr. Gorpon. That is right.

Mr. MonTova. Ido not agree that the preamble is an authorization
but that is for somebody else to decide. If it is on a bilateral or a
multilateral basis, then there is no authorization for an ou tright grant,

which is a unilateral proposition, is that correct?

Mr. Gorpon. I think, Congressman, that the expression bilateral
or multilateral means administered bilaterally or by agreement
directly between the United States and the recipient country or
administered multilaterally, which is to say an agreement. between
the Bank, which is a multilateral institution.

Mr. Moxroya. I do not think the Congress had that in mind
when it authorized this program. You say, I give it to you and you
bhand it over, and therefore it is bilateral?

I do not think the Congress contemplated the word “bilateral”
to mean that.

Mr. Gorpon. T have always understood that the word “bilateral’’
meant between us and the recipient countries.

Mr. Monroya. The word “bilateral’” is a contract and means a
quid pro quo?

Mr. Gorpox. That is right, sir.

Mr, Montoya: Here the quid pro quo you are trying to interpose
is & case where I give you something, you take it, and your taking
is the pro quo?

Mr. Goroon. T would agree, Mr. Congressman, this would be
unilateral. This is not what is meant by unilateral. When we talk
about self-help measures, we mean on any particular project that the
country make a real contribution and a substantial contribution.
This is bilateral in that sense. Of course, if it is outside of aid pro-
vided by the ICA, the part outside that is unilateral. The bilateral
portion negotiated, or the project as a whole, is a bilateral project.
A multilateral project is that worked out by the multilateral institu-
tions; namely, the Bank and, of course, the recipient country. In
this case, the recipient country has to put up a real quid pro quo and
not just take a loan.

Mr. Passman. Will the gentleman yield?




Mr. MonTova. Yes.

Mr. Passmax. What is the total contribution, either in gold,
dollars, or local currency, to this particular trust fund in the Inter-
American Development Bank?

Mr. Gorpon. Our proposed contribution?

Mr. Passman. No; the other countries, What is their total
contribution?

Mr. Gorpon. This trust fund would be established entirely with
U.S. funds.

Mr. Passman. Entirely with U.S, funds?

Mr. Gorpon. That is right.

Mr. AxprEws. Let me ask one question.

Mzr. Passman. Surely.

Mr. Axprews. Doctor, after the loans have been repaid, do the
repaid funds revert to the trust fund?

Mr. Gorpon. That is right.

Mr. AxpreEws. Can they be reloaned without any further action
on the part of the U.S. Government?

Mr. Gorpoxn. No; they can be reloaned on the same terms and con-
ditions as the original loans which means still subject to the veto of
our U.S. Director, just as the original loans were.

Mr. Axprews. Will the funds from the repaid loans ever be re-
turned to the U.S. Treasury?

Mr. Gorpon. Only upon liquidation of the trust.

Mr. Passman. That is only if there are any funds?

Mr. Gorpon. Yes.

Mr. MoxTova. Mr. Chairman?

Mr. Passman. Yes.

CONTRIBUTIONS TO CAPITAL STRUCTURE OF INTER-AMERICAN BANK

Mr. MonToya. I do not know whether this has been covered
because I was on the floor in connection with a bill pending, but what
commitments have been fulfilled by way of contribution by the
participating countries in this Bank?

Mr. Gorpon. In the regular capital of the Bank?

Mr. Mo~xtova. Yes.

Mr. Gorpon. All of them except for Cuba, which is not a member,
and the Dominican Republie, which has not paid its subseription.
All the others have paid on schedule the amount due in October.
That was the first installment.

Mr. Moxtova. Will you insert in the record the amount of their
contributions?

Mr. Gorpon. Certainly.

Mr. MoxTova. And when it was paid?

Mr. Gorpon. Yes.

I think that actually the document that Secretary Dillon promised
yesterday gives the schedule of contributions by all countries.

GRANT AID AND LOAN REPAYMENTS MADE BY LATIN AMERICAN
COUNTRIES

Mr. Montova. Would you also insert in the record the record of
each country on any outstanding loans to any of our governmental
institutions?
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Mr. Gorpon. Yes, we can do that.

Mr. Passmax. Would you supplement the request of the gentleman
and also insert in the record the grants, if any, and the loans we made
to each one of the countries who made a contribution to the Inter-
American Development Bank?

Mr. Gorpox. 1 think that is already in the presentation book,
Mr. Chairman.

Mr. Passmax. We want it in the record. Will you accommodate
us because, as it is, I cannot pull it all together.

Mr. Gorpoxn. Surely.

(The information follows:)

U.8. bilateral economic assistance to 18 Latin American countries: Total assislance,
grants, loans, and repayments on loans, fiscal years 1951-60

[In millions of dollars]

Economic assistance 1
DR ATSIRICN |, o L e b gl e Principal
collections ?
Total Grants Loans

Total for 18 countries_ .. 3.347.9 |

stance include obligations or other commitments for grants and loans of 5 years o

curity program, Public Law 480, Export-Import Bank and other smaller |urr'w_r- ms.
nelude eollections against long term loans authorized from 1034 to date. Interest
ed in this table,

U.S. PRIVATE INTESTMENT IN LATIN AMERICA

Mr. Ruopes. Mr. Chairman, in addition, if the Governor will
yield, we should have a breakdown of spending in the private sector,
particularly capital contributions or plants built by private industry
in these countries in a comparable period. I think the figure you were
using for contributions from the mutual security fund was 12 years?

Mr. Gorpon. Ten years.

Mr. Ruooes. Would it be possible to get comparable figures for
spending in the private sector?

Mr. Gorpon. What we could give you is the figzures on the flow of
private investment funds from the United States by countries and
by vears.

Mr. Ruopes. I think that is fine.

Mr. Gorpox. We could not give it by individual plants.

Mr. Ruopss. I know; that would be too voluminous and unneces-
sary.

(The information follows:)
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U.8. direct private investment in 20 Lalin American republics—Net capital outflow
from United Stales (excluding undistributed subsidiary earnings)

[In millions of dollars)

[Retumn flow to United States indicated by minus sign]

1951 | 1952 | 1053 1955 | 1956

Latin American Republies, total. 166 17 592

ATREnIng. ..o e 4 ! al M
—35 55
26 v 33

1 34 24
-5 e 3 28
-6 { 4

T g 11
7 f a3 ;
Panama ot : : 3] 215
Peru... L 2 39 g 27 50
Veoesualy.© ...t Za 3 i ! : 350 | 826
Other Repul 3 y 24 31

e

3

-1k

Colombia.

i R S e S
Dominican Republie...___..
Honduras e
Mexico...

TR

! Less than $500,000.

? Excludes investment in Panama-flag shipping owned by U.8. companies for the years 1057-59.
investment is included for earlier Years.

LOANS AND GRANTS FOR EDUCATIONAL PROJECTS

Mr. Passman. Doctor, I am not sure whether we have asked this
question, but under the flexible policy of the Inter-American Develop-
ank Trust Fund, could the Bank make loans for the same projects
for which the ICA is going to make grants?

Mr. Gornon. No, sir.

Mr. Passman. How are you prohibited?

Mr. Gornon. With one exception and that is in the educational
field we do have a provision that the Bank may make what are called
supplementary loans in certain advanced education projects that the
ICA might be making grants for. We have in mind a particular
Chilean university project where they have rather large figures in
mind. They would like to have a part of it on a loan basis,

Mr. PassMAN. As it cannot be predetermined what you are going
to spend the money for, how could you say vou could not? 1 thought
it was flexible enough so you could do just about what you wanted
to do, as long as the project met with the approval of the Board of
Directors of the Trust Fund of the International Development
Agency.

Mr. Gorpon. Mr. Chairman, the fields of activity are not flexible
in that sense. They are specified in section 104 of the trust agreement
and those fields are different from the fields that are specified for
ICA action.

Mr. Passman. Why could we not be just as specific with the
$100 million in ICA?

Mr. Gorbon. We are, as far as the fields are concerned.

Mr. Passman. But I am speaking about projects. Would it not
be possible that you could under the Inter-American Development
Bank Trust Fund broaden it to take care of the same projects you
are going to have under ICA? It is the same item. I think you
indicated here you needed the entire $500 million and you would
have used it.

You worked the formula out after the conference?

Mr. Gorbon. Yes.

67615—61——9
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BASIS OF ALLOCATION OF FUNDS BETWEEN AGENCIES

Mr. Passman. Had it required $500 million to establish the trust
fund, you would have used the $500 million. How could you establish
that you have two different fields of endeavor when you claim you
are able to do all of these things on account of the broadness of the
authority? How are you going to define the activities of one against
the other?

Mr. Gorpon. Mr. Chairman, let me distinguish several points:
First, there is the question of authority for the $500 million as a whole.

Mr. Passman. That is a single authority?

Mr. Gorpox. That is a wingh’ authority.

In our view it clearly covers L‘\pt‘ll(illll!(“n in all of these things.

Mr. Passman. Am 1 correct in assuming that had it required the
entire $500 million to establish this trust Iuml then you would have
used it?

Mr. Gorpon. I do not think so for this reason:——

Mr. Passman. If this required the full amount, and such need were
established, vou would not have used it?

Mr. Gorpon. Mr. Chairman, if all of the needs in the social develop-
ment field were in fields of activity that the Bank could efficiently
handle, then we would have proposed the whole thing be done by the
Bank and the ICA would not be involved.

Mr. Passman. How did you arrive at the figure of $394 million?

Mr. Gorpon. We did this by having our embassies and missions
discuss with the various——

Mr. Passman., What if it had added up to $454 million?

Mr. Goroox. It added up to much more than $500 million.

Mr. Passman. The selected projects amounted to $611,996,000.
Why did yvou not put it all in there?

Mr. Gorpon. Beecause it is clear to us that there are very important
needs in the field of education and training and public health which
are not suitable for administration by the Bank.

Mr. Passman. You do not think ICA at present is broad enough
to cover those fields?

Mr. Gorpon. ICA is. I do not think the Bank is.

Mr. Passman. Why didn’t you handle this under ICA, rather than
mixing this technical aid up under the special project? That is what
we cannot understand.

Mr. Gorpon. Let me try to explain.

Mr. Chairman, the way in which we started, and this goes back well
into the period of the preparation for the authorization bill, the way
in which we started was to try to see what the needs were, what the
various fields of need are and they are in fact set forth in the Act of
Bogot4 in considerable detail. They include, broadly speaking, these
five headings, land settlement, improved land use, housing, water
supply and sanitation, education and training and pl.lhlu' health.
These are the main operating fields.

We then tried to see which of these fields were suitable mainly for
financing on a loan basis and could be efficiently administered by the
Bank. We concluded that the first three of those five could be
effectively handled by the Bank.

Mr. Passman. What would the total of those amount to?

Mr. Gorpon. Could I finish?
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Mr. Passman. Yes. Idonot want to interrupt your line of thought.

Mr. Gorpon. I will come to that in the right order, if I may.

The other fields, education and training and public health, it
seemed to us, would be more efficiently handled by the ICA than by
the Bank.

Mr. PassmaN. Why?

Mr. GorpoNn. Because in the first place most of the assistance has
to be on a grant basis and in the second place, work in the fields of
education and training and public health is not the type of thing which
a bank normally does and is the type of thing in which the ICA has
had extensive experience. So this was a question of which agencies
would do the job best,

Mr. PassmaN. Are you discrediting this new organization?

Mr. Gorpox. No, sir.

Mr. Passman. Then , Doctor, I think the committee would like to
understand the spread on table I. Take your initial total on page 1,
and go down to table IT where you refine it to a total of $61 1,996,000
for IDB and $186,407,000 for IC'A, a total of $798,403,000.

Mr. Gorpon. That is right.

Mr. PassmaN. Do you agree with the committee that there would
have been less confusion, in view of the fact that when you refined
it, you established a need, according to your side of the table, of
$611,996,000 for the IDB alone. Wouldn’t it not have been better to
have requested $500 million, then to come under the ICA regular
appropriation for the item that is going to be under ICA?

! Mr. Gorpon. No, sir, because both of these types of need have to
e met.

Mr. Passman. You have the other one operating. You are dealing
with an unfunded item of $611,996,000. I can assure you that it
makes for a lot of confusion when you mix ICA up with this IDB
organization, especially since you have built up an immediate need for
$611,996,000.

Mr. Gorpon. Mr. Chairman, if I had been convinced that the Bank
would be an efficient operating agency for the entire program, I
assure you

Mr. Passman. If they are not efficient on one part how could they
be on another?

Mr. Gorpon. Because these are different type projects.

Mr. Passman. Why didn’t you go to ICA and permit the committee
to consider it in an orderly manner under ICA? We are very sym- -
pathetic to this point 4 program.

We have been very liberal. We have appropriated more money
than they could spend. Almost every year they have had unobligated
and lapsed funds.

Why didn’t you go over to ICA with this, so we could consider it in
an orderly manner, and not mix it up like a Mulligan so nobody could
understand it?

Mr. Gorbon. Before the brief recess I think you had begun to ask
some questions as to the respects in which the kinds of activities that
the ICA will engage in here differ from the kinds that they now engage
in under the technical assistance programs. I think perhaps if
Mr. MacPhail would respond to that now
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Mr. Passman. You are saying again that, even though it will be
administered by ICA, present authorization of ICA is not broad enough
to handle it?

Mr. Gorpon. That is right.

EXPANSION OF PRESENT ICA TECHNICAL ASSISTANCE PROGRAM

Mr. PassmAN. So you are getting the technical aid of ICA started
up on a new field of endeavor altogether?

Mr. Gorvon. I would not say a new field of endeavor

Mr. Passman. They cannot handle it now. You have no authori-
zation. It is about as broad as anything you have ever checked over.
Why wouldn’t it be a new field?

Mr. Gorvon. 1 would call it a new scope.

Mr. Passman. New what?

Mr. Gorpon. Breadth, if you will. It depends on how you use the
word “field.”

Mr. Anprews. May I ask a question?

Mr. Passman. Yes.

Mr. AnprEws. Doctor, on “Confidential,” page 3, you show a table
for a grand total of $798,403,000.

Mr. Gorpon. That is right.

Mr. Axnprews. That is a total of the bank projects plus ICA. Then
the table on page 2 shows a grand total of $1,225,035,000.

Mzr. Gorpon. That is right.

Mr. AnpreEws. What is the difference in those two tables? One is
labeled “Summary of initial proposals” and the other, “Summary of
selected proposals.”

Mr. Gorpon. That is right, sir. The $1,225 million in table T was
simply the sum of all of the reports that came in from our embassies
and operations missions in response to a circular request to do this job,
that is, to consult with the governments as to what kinds of projects
there might be in these fields, which was sent out as I recall it October
20. Some of those, on examination, seemed to us clearly were not in
condition for further serious examination. We therefore made a pre-
liminary selection and that preliminary selection brought the amount
down to the $800 million.

The detailed pages of the book indicate what the projects are, or
proposals are, which add up to the $800 million.

Mr. AxprEws. That is for the selected proposals?

Mr. Gorvon. That is right.

Mr. ANprEws. In other words, these were requests that came in
from the individual countries totaling $1,225-million-plus.

Mr. Gorpoon. They were not, strictly speaking, country requests.
They were what came in from our missions after discussion with the

overnments. In many cases they are projects requested by the
xovernment.

In other cases they are the mission’s estimates of what a particular
project might amount to.

Mr. AxprEWs. Do you think that the maximum amount that could
be spent, through these two programs, the Bank and ICA, would be
this figure of $1,225 million?

Mr. GorpoN. The maximum—what period of time?
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Mr. Anprews. I do not know. You said this is what they re-
quested initially, $1.2 billion, and you have screened those requests
and come up with a figure of about $798 million plus.

Mr. Gorpon. That is right. Well, T would be very dubious in-
deed that either the Bank or we would want to, even if you appropri-
ated enough funds, and of course, you are not authorized to appro-
priate that much now

Mr. AnprEws. Over $500 million.

Mr. Gorpox. If you were authorized to appropriate a billion and
a quarter and you actually appropriated it, I do not believe that
funds in that magnitude could be usefully negotiated into specific
projects in the next couple of years.

Mr. Axpruws. I wish you would give us for the record or now if
you can, one or two projects that you deleted from this summary
of initial proposals.

Mr. Gorpon. This screening was done in the ICA.

Mr. AnpreEws. It appears some of it was done by the Bank.

Mr. Gorpon. No. This work has all been done in the U.S. Govern-
ment. When we classify them under the Bank, all we mean is that
these are in the fields of activity proposed to be assigned to the Bank.
The Bank itself has not participated.

SCREENING OF PROJECTS ACCOMPLISHED BY ICA

Mr. Passman. Will the gentleman yield for a clarification of a
point? Did ICA work up the plans and programs under the ICA
administration?

Mr. Gorpon. These proposals?

Mr. Passman. Yes. That was under the general supervision of
ICA personnel?

Mr. Gorpon. This was done by personnel from the Department
of State and the ICA working together.

Mr. Passman. The same people who handle the regular appro-
priation under foreign aid worked up these justifications and statistics?

Mr. Gorpon. That is right.

Mr. Passman. I quote from page 1358 of the hearings last year:

Mr. Grant.  Sir, I do not have an exact listing of all the projects currently
llmf(tl]:}rwuy in fiscal year 1960. It would be something in the neighborhood of

SOUL,
~ Mr. Passman. Separate projects being carried on under the technical coop-
eration program?

Now we come up with a new scope.

Could you imagine what they might be? Have you gone over
all the programs and projects, because you have a program and
under a program you may have a lot of projects that are absolutely
different in nature. Have you checked this list to see whether or
not the scope that these others will come under are not already in this?

Have you had any analysts scrutinizing to see whether there is
any duplication?

Mr. Gorpon. Yes.

Mr. MacPrarL. The cireular messages went to the field requesting
our embassies and operational missions to discuss informally with the
various governments in Latin America the proposals which they
might contemplate under the Act of Bogotd. We got back from the
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field a great number of, you might call them, generalized ideas and
a result of that we screened out the difference between the $1,225,000
and the almost $800 million here.

For example, as I remember some of them, there were proposals
that came in which normally would be on the surface, appear to be
better for financing by DLF, IBRD, or the Export-Import Bank.
Those were taken out.

Mr. Passman. In ICA you have such projects as snake milking.
They had a demonstration in one of the countries where they milked
the rattlesnake and other poisonous snakes.

Mr. ANprEws. That is one of the best projects they have.

Mr. Passman. This is not for levity but for the record. This is
one of their projects, snake milking, and there are many others.

Who went through this to see whether or not there will be a dupli-
cation?

Mr. MacPrain. In the first instance our missions in the embassies
in reviewing the proposals and ideas and projects which emanated
from the individual countries screened them against existing ICA
mutual security activities in the country so that you did not merely
send in to Washington a complete list of projects, some of which
duplicated what was being done in the field.

DLF LOANS IN SOCIAL DEVELOPMENT

Mr. Passman. You did refer some of them over to ICA, did you
not, for proper refining through DILF?

Mr. MacPuar. Some of these already had been proposed in part
to DLE.

Mr. Passman. A certain part of this was referred to the DLF? 1
refer to the initial consideration.

Mr. MacPraiL. This was called to their attention, yes.

Mr. Passman. In reality, then, you have to take what you referred
to the DLF plus this to get, the total?

Mr. MacPuaiL. No. The projects that were referred to the DLF
might be merely generalized ideas, some of which had already come
in.

Mr. Passman. Does the borrowing country have to exhaust its
possibilities through all of the U.S. or international lending institu-
tions before it becomes eligible for a loan from this Fund?

Mr. MacPraiL. No, but

Mr. Passman. Did you say “No’’?

Mr. Gorpoy. Mr. Chairman—

Mr. Passman. Would you mind—since ICA and all of this is in-
volved, may we have the answer?

Mr. MacPrarnL. Presumably these projects are the type which are
not normally financed by other lending agencies. Therefore, they
would not be referred

Mr. Passman. You have not answered my question. Does the
borrowing country have to exhaust its possibilities through all other
U.S. or international lending institutions before it becomes eligible
for a loan from this Fund? What if they have borrowed money from
some other fund to do the very same thing for which you are going
to give them money?
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Mr. MacPrarn. If it is possible for them to obtain borrowing for
projects of this nature, then in that case we would not be proposing
financing.

Mr. Passman. Then how do you arrive at your own justification,
where you have a DLF of $70 million and you are supplementing it
by an example of $10 million here in the same country? That is in
the record. It is in your book.

Mr. Gorpon. Mr. Chairman.

Mr. Passman. I want to apologize to you.

Will you answer me?

Mr. MacPrain. Yes. The DLF has been making certain kinds
or types of soft loans in Latin America, I believe over the last year
or so, some in the field of access roads, agricultural credit, credit for
houqmg and housing and home finance programs, et cetera. I believe
Mzr. Dillon testified yesterday that that activity of the DLF would
cease with the availability of these funds; that this was an interim
measure undertaken by the DLF in these important fields of social
development and change.

Mr. Gorpon. Could I supplement that, Mr. Chairman?

Mr. Passman. I just believe that you are off base. I think we will
have to establish that you have gone into the same country with the
same projects.

You received funds from DLF. Now, you have an example of 10
million, and we will get it from the record for you.

Mr. TaBer. Mr. Chairman.

Mr, Passman. Yes.

Mr. TaBer. I have been looking these tables over and I find table I,
page 2, of the confidential book. On page 3 we have got a lot of
things in one table and out of another. It 1s almost like a erazy quilt
for anybody who is going to try to get sense out of it.

Mr. Passman, If we may follow through on Mr. Taber’s statement
and my question, first, this is not dealing with security. We are
dealing with economic aid to these countries; is that right?

Mr. Gorpon. That is right.

Mr. Pasgsman. Why do you have everything stamped confidential?

Mr. Gorpon. Because we were afraid if these tables and the lists
of projects were to become generally available, it would be regarded
that the executive branch was in some way committed to supporting
these sums.

Mr. Passman. They are examples so why didn’t you have X, Y,
Z, so when we go to the floor we could answer questions? About 90
percent of the information we need to handle this bill on the floor
will be lacking by these documents being confidential.

Mr. Taser. Some of these are in and some are out.

You find in table I X country with $11 million and $75 million.
Then you turn over to page 3, table IT and X eountry has $20 million
on something for which it received nothing on table I. $10 million
is shown on table IT on another item for which $11 million was shown
in table I. Then $75 million is shown on the water supply in table 11
where nothing was listed in table I for this item.

Is it a erazy quilt proposition? Tt is kind of puzzling. I would
hate to put those two conflicting tables in the record. They would
murder us out on the floor.
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Mr. Gorpon. These tables were not designed to be put in the
record, Mr. Taber.

Mr. Taser. I wouldn’t think so.

Mr. Gorpon. The first tabulation simply consists of a summary by
these classes of activity and countries of the proposals as they were
reported to us by our field missions.

The second table consists of a selection out of those of the ones
which it seemed to us were worthy of immediate examination in
detail if and when funds were appropriated.

The figures in table IT are, therefore, naturally smaller than the
figures in table I because table II is a selection out of table I.

There was an error in the classification of some and that page I
think has been corrected.

Mr. TaBer. Y has the same.

Mr. Gorvon. In the Y case T have in table I. $59,140,000 under
rural living and land use and the same under table IT.

Mr. Passman. We have $51 million, page 3, table 1T, and $41 million
in table T.

Mr. MacPaarvn. T think T can explain that, Mr. Taber. The origi-
nal classification on table I listed $41,940,000 for rural living and land
use plus $10 million for housing. When we looked at those in terms
of preparing table II, it was apparent that the housing was directly
concerned with the area in which this major program of rural living
and land use was to be so they were combined, since they were in
effect different aspects of the same general project and the same gen-
eral area of Y, so that the total of the two is the same but in the second
table they are classified under rural living and land use.

Mr. Goroon. Could I come back to one point in connection with
the DLF activities, Mr. Chairman? Mr. Dillon testified in August
of last year, that certain projects in the social development categories
could be done under the existing authority of the DLF and would be
undertaken on an interim basis pending appropriations for this fund
by the DLF. This accounts for the fact that there are some. I
assume you have in mind particularly the housing in Colombia and
Peru and the access roads in the same two countries.

Mr. Passman. That is correct. I wanted to help the gentleman
get his record straight because he stated that as long as they had
funds in the account they would not be eligible here. We ‘go to
Colombia, on page 11. In August 1960, the Bank advanced a $70
million credit to its financial agents for penetration, roads, coloniza-
tion of areas, and for credit to settlers in these areas.

I should think it could be used for the same purpose again, as I
just figured. Would it not follow that you could allocate funds, from
unliquidated funds, out of some other fund of the participant nation?

Mr. Gorpon. May I call your attention——

Mr. Passman. T can only follow one at a time. May I have an
answer? Am I right in assuming that you were incorrect earlier: even
though they have unliquidated funds they would be eligible to file for
funds under the new program?

Mr. MacPurarL. To the point the availability under DLF and
Export-Import Bank were programed to specific activities under
agreement to carry out certain operations——

Mr. Passman. They would be eligible, then?

Mr. MacPuaiL. They would be eligible to use those availabilities.
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Mr. Passman. Of course, as long as we can print currency, I do
not suppose we are going to run out of it. As long as you can get
authorizations through to appropriate money on a basis like this, you
won'’t be running out of authority or money, either. It may not have
much value but there will be money available.

Mr. Gorpon. May I make a comment on this one, Mr. Chairman?

Mr. Passman. Please do.

PROVISION RELATING TO LOANS FROM OTHER SOURCES

Mr. Gorpon. There is a provision in the trust agreement, section
201-D, page C—4, which states:

Before committing the sources of the Fund to any program the Administrator
shall take into acecount whether the financial and/or technical assistance can be
obtained from national or international agencies or from private sources on terms
which in the opinion of the Administrator are reasonable for the recipient
considering all pertinent factors.

With respect to this Colombian project in particular, it seems to
me clear that this building of roads is going to take a number of years.
If in connection with this land resettlement project, apart from the
roadbuilding, there is a need for some agricultural eredit and the
Bank is asked to help finance and set up the right kind of agricultural
credit institutions, it would be entirely proper for them to do so, even
though the roadbuilding had not been completed and some of the
DLF loan still remained to be spent.

Mr. Passman. What if they wanted to start a road in a different
direction?

Mr. Gorpon. 1 would say if additional land settlement indicated
the need for additional roads that would be entirely proper, too.

Mr. Passman. I do not expect you would build one road on top of
another, so it would have to be in a different direction. You certainly
answered my question,

Mr. Gorpon. The Bank in working out such project would of
course take fully into account the plans for roadbuilding with DLF
funds.

Mr. Passman. They would file an application for money to build
roads under the same plan as the DLF money is made available.

Mr. Gorpboxn. That is right.

PARTICIPATION BY CHILE IN PROGRAM

Mr. Passman. Is Chile eligible to participate in this program?

Mr. Gorpon. Yes, sir.

Mr. Passman. I notice on page 1 of your confidential material—it
will be your responsibility to take out of the record what should come
out—and this is an imaginary figure. It amounted to something like
$— million total. Am I correct in quoting approximately $— million?

Mr. Gorvon. That is right.

Mr. Passman. Now if you turn over to page 3, summary of selected
proposals in American program for social progress, you have omitted
(L‘hi]h.'.

Mr. Gorpon. Yes.
Mr. Passman. Will you tell us why?
Mr. Gorpoxn. I can tell you, or perhaps Mr. MacPhail can.
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Mr. Passman. Just briefly. You do not have to elaborate at
length.

Mr. Gorpon, The reason for this is that as you know, in connec-
tion with the Chilean earthquake disaster we are asking separately
for a $100 million loan provision for Chilean earthquake rehabilita~
tion. Actually, it happens that there are a number of Chilean projects
in the Central Valley Authority of the earthquake zone and I do not
think it should be ruled out that some of those would turn out to be
worthwhile.

Mr. Passman. It is yet to be established, though, is that correct?

Mzr. Gorpon. It has yet to be established.

Mr. PassmaN. $— million would be the immediate need for this
program in Chile as indicated on page 1 of the table?

Mr. Gorpon. That was the Chileans’ own estimate of what their
needs are in this field.

Mr. PassmaN. Are we in accord? The difference between $100
million and $— million is just put in to make good reading? Your
authorization is $100 million. You will be testifying for $100 million
at a subsequent date for Chile?

Mr. Gorpon. No,sir. The $— million put in here by the Chileans
is all outside of this earthquake disaster region. It has nothing to do
with earthquake reconstruction and rehabilitation. It isin the central
and northern areas of the country which were not in the earthquake
zones,

Mr. Passman. We won't cross that bridge until we get to it. I
think I remember reading that the Chilean Legislature had proposed
a certain figure, a tax increase for this rehabilitation program, and
then Uncle Sam passed an authorization indicating willingness to
help. They reduced that tax request by just about the same amount
that we authorized. You are familiar with those figures?

Mr. Gorpon. I am not familiar with the sequence of events. T
know the Chilean administration persuaded its Congress to enact
only about two-thirds of the requested taxes.

Mr. Passman. They were getting along very nicely until we passed
the authorization setting up $100 million. Then they reduced their
request by just about the same amount.

Would you check into that so when we get into it we will have firm
answers?

Mr. Gorpon. Certainly. Witnesses on that will be prepared to
testify on that.

Mr. PassmaN. Are you agreeing with my statement or do you want
to look up something?

Mr. MacPuarL. We will check it.

Mr. Passman. I cannot read a shaking of the head.

Mr. Gorpon. I did not understand that the Chilean executive
branch reduced its request at all.

Mr. Passman. I do understand it. We are likely to have the same
understanding after we finish the hearings. We shall help you some,
and you will help us a lot.

Thank you, gentlemen. You have been as helpful as you could be
today.

Without objection, we shall now recess until 10 o’clock tomorrow
morning.
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WepNEspay, MArcu 22, 1961.
ICA PROGRAM FOR UTILIZATION OF $100 MILLION ALLOCATION

Mr. PassmanN. Mr. Gordon, what section, or department, of the
ICA will administer the $100 million allocation, from the total esti-
mate, if it is approved by the committee and the Congress?

Mr. Goroon. I would like the ICA representatives to speak to that
under the present organization, but before calling on them I would,
of course, remind you that the President is sending a message to Con-
gress today which calls for a substantial reorganization of the entire
administrative arrangements in the foreign aid field.

Myr. Passyan. Would you suggest that we suspend hearings until
we know more about what is proposed, then? If that be true, it seems
that we are spinning our wheels.

Mr. Goroox. I think that would be a great misfortune.

Mr. Passman. Then could you indicate for us your plans, prior to
the reorganization ¢

Mr. Gorvon. That is what I wanted to call on the ICA representa-
tives to describe.

Mr. MacPram. The $100 million requested here for the ICA would
be administered within the existing framework of the ICA organiza-
tion, specifically, the Office of Latin American Affairs, our regional
office with responsibility for the administration and development of
other ICA administrative programs in Latin America, would have
that responsibility.

Mr. Passman. There are 22 different sections of the mutunal security
program. It could be administered by any of them. We want to
know, specifically, what section, whether it is defense support, techni-
cal aid, or whether it is under various other subagencies within the
International Cooperation Administration. Specifically, under what
section would it come?

Mr. MacPram. We are not organized on a functional basis. We do
not have groups which are specifically responsible for handling special
assistance or defense support or technical assistance.

Mr. Passman. They mix it all up? This morning you may pull
defense support, and the next morning you may pull out technical aid ?
Is that how loosely organized you are?

Mr. MacPramn. No, Mr. Chairman. Our goal is to attempt to uti-
lize the various appropriations, defense support, technical assistance,
and so forth, to develop, insofar as possible, a balanced country pro-
gram.

Mr. Passman. It is impossible for you to tell us specifically at this
time what division of the ICA will administer the program ?

Mr. MacPram. The person directly responsible for administering
this program as head of the Office of Latin American Affairs will be
Mr. Rey Hill,

Mr. Passaman. In what capacity is he employed ?

Mr. MacPrarn. Director for the Office of Latin American Affairs.
He has under him a staff composed of a program staff and desk offi-
cers who follow the individual country programs. He is responsible
for recommending to the Director of the ICA the programs proposed
for Latin America and for implementing them during the course of
the year.
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Mr. Passmax. Then it could go to several different sections of the
ICA, when you finally get the program working.

Mr. MacPuram. The ultimate responsibility will be vested in the
Office of Latin American Affairs under the Director, Mr. Labouisse.

LEGAL AUTHORIZATION FOR ICA PROGRAM

Mr. Passman. Did you have an opportunity to check into the leg-
islative authorization which we were discussing yesterday, for the
ICA?

Off the record.

( Discussion held off the record.)

Mr. MacPuaaIL. As pointed out yesterday, this is a new program
in which the funds would be authorized to the President. They would
be ultimately made available to the ICA.

Mr. Taser. You do not say for what purpose.

Mr. Passyaw. I am not getting my question through. There is a
question as to whether you have the legal right, or whether you are
prohibited by law from using these funds on projects.

I shall quote from the law again. Technical cooperation, general
authorization for assistance authorized by section 304, $150 million :

Provided, That no part of this appropriation shall be used to initiate any
project or activity which has not been justified to the Hounse of Representatives
and the Senate.

How are you going to get by that section of the law? You have
made your request, but you have not justified these projects in detail
as to the cost, when they will be initiated, the type of project, and
the ultimate cost.

It was requested yesterday that you check with your legal people
and give us your interpretation of that law as it would apply to the
$100 million.

Mr. MacPuarw. Specifically we feel we have authority under this
legislation to proceed with the program set forth before you. This
particular provision quoted applies to the “Technical cooperation”
appropriation within the Mutual Security Act.

Mr. Passmax. Did you seek counsel or are you just giving an
answer in order to get further along with the questioning ?

Mr. MacPram. This matter was checked in the development of the
program before these hearings began.

Mr. Passman. Yes, but you did not know we would object to it.
We feel differently about it than you do.

Since our meeting of yesterday have you asked for a ruling? We
would not want you to completely ignore the request of this commit-
tee. It was a specific request, if I recall correctly.

Mr. MacPram. It was my understanding you would check this
with the Comptroller General.

Mr. Passman. We will check the overall authorization. We want
you to check specifically on this.

Mr. Gorooxn. If I may try to restate the issue so we will know
precisely what it is we are to check on.

Mr. Passmax. I will state it again, as T am making the request.

The program had been so wild, so loose, and so broad until the
committee, in its wisdom, last year decided to put in language that
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would prevent the starting of hundreds of projects only to have
them abandoned after we had expended considerable sums of money,
and likewise, to eliminate the processes of taking deobligated funds in
very small amounts and initiating new projects that had not been
justified in detail to the Congress and which ultimately might ex-
ceed the cost of the first allocation by a thousand times. That is the
reasons for the legislation.

You stated yesterday that your estimates were a guess. You did
not know what part of the $100 million would be for technical as-
sistance as such, and what part would be for capital improvement.

We therefore asked this question: Do you feel that you are pro-
hibited by the present legislation from spending funds for projects,
or initiating projects, which have not been justified in detail to the
Congress? I quoted the following language from the bill itself:

Technical cooperation, general aunthorization, for assistance authorized by
section 304, $150 million: Provided, That no part of this appropriation shall be
used to initiate any projects or activity which has not been justified to the
House of Representatives or the Senate.

Mr. Goroon. We have not checked this specifically with the General
Counsel but we will do so.

Mr. Passmax. Thank you, sir.

(The information follows:)

OrinioN oF ICA GENERAL COUNSEL

Section 2 of Public Law 86-735 of the 8th Congress authorizes an appropria-
tion to the President which he may use to carry out the purposes of that act
on such terms and conditions as he may specify. Title 3 of the United States
Code, section 301 authorizes the President to empower the head of any agency
of the executive branch to perform any function which is vested in the President
by law. The President plans to utilize this authority to empower ICA to
administer a portion of the funds appropriated under section 2.

Administration by ICA of funds appropriated under section 2 of Public Law
86-735 will not subject such funds to statutory limitations not otherwise gener-
ally applicable to such funds, and specifically these funds are not subject to
statutory limitations applicable to techmical cooperation funds appropriated
under the Mutual Security Act.

Mr. Goroox. It is my own clear view, although T am not a profes-
sional lawyer, that since that language refers specifically to funds
appropriated under section 304 of the Mutual Security Act, that that
limitation would not apply to these funds.

Mr. Passman. That is your interpretation. We may have other
ideas. !

We can certainly write the same prohibition in this bill, if you are
going to bypass the specific language placed in the appropriation
bill last year to keep you from doing just what I believe vou are going
to do if we do not so prohibit. In all probability, Mr. Taber, that
is what we will have to do.

If you are going to ignore a specific piece of legislation that pro-
hibits yon from doing what T believe you propoese to do, using only
as your reason that you are operating under different legislation, not-
withstanding the fact it is another scope of technical aid, as you
explained yesterday, then we will have to protect the Congress and
the taxpayer by writing protective legislation in the bill.

Mr. Gornon. Respectfully I think it would be most unfortunate
if you were to do so because this would make it very difficult——
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Mr. Passman. It might be unfortunate, then. That is what I
hope to do. We do not. want you to scatter your shots as you did in
the technical aid program.

EXPANSION OF PRESENT ICA TECHNICAL ASSISTANCE PROGRAM

Mr. Axprews. Will you use any of this $100 million in this bill for
ICA to enlarge any programs which you have planned under the
regular ICA appropriation bill?

Mr. Gorbon. To enlarge the specific programs—I find it a little
difficult to answer that, Mr, Congressman.

The point I was going to make was that the character of this pro-
gram envisages capital assistance and technical assistance tied to-
gether.

There may be cases in which some technical assistance now is being
given to a country in the educational field in which it will be planned
under this program to assist that same country to move ahead with
a substantial program, of, let us say, self-help in school const ruction,
and to help t{lem provide instructional materials and the like.

In such a case the technical assistance which goes with that project
ought to be worked out as part of the package for the project. The
package would include both the capital assistance and the technical
assistance.

The package would also involve a very clear definition of what
contributions the country itself was making to the program as a matter
of self-help. '

In such case it may be that there is going on now within present
authority a limited amount of technical assistance to the same count ry
in its educational program.

Mr. Axprews. In truth and fact, then, this $100 million if appro-
priated and turned over to the ICA would be nothing but an additive
to the regular ICA program for this area.

Mr. MacPratn. I wonder if I may clarify the relationships between
technical cooperation as we have followed it in the past in Latin
America and what we are proposing in this particular legislation.

I think, as you know, we have conducted technical cooperation in
these fields going back for many years, specifically for some 20 years.
These activities have been limited both by legislafion and the amount
of appropriation and the executive branch administrative regulations
with respect to it. They have been limited specifically to mineral and
physical surveys and pilot projects. We have not had capital avail-
able to supplement these or to extend these demonstration activities
into a wide or broad attack on some particular social or economie
problem, such as education, agricultural credit, and so forth.

Essentially the present program we have in Latin American is one
of working with people, training and demonstration, and developing
new skills in the Latin American countries, and hopefully changing
some of their attitudes toward social and economic matters, and in
strengthening private and public institutions.

Mr. Axorews. Let us take Brazil, for instance.

Had you finished ?

Mr. McPram. No sir. This year we are carrying out some active
programs in some 21 countries and dependent territories at an esti-
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mated cost of $36.7 million. Except for Brazil, which has a large
program of $7.4 million, the other programs are relativ ely modest.

For e\‘un{alv you 11‘1\3 Bolivia, $1.9 “million.

El Salvador is $950,000. Haiti is $2.1 million, and so forth.

The important 1%1‘)('(,{ of technical assistance is that a major part
of its cost is devoted to the cost of technicians and to bringing par-
ticipants to the United States. At present time we have some-
thing less than 1,000 techmicians in these various fields in Latin
Ameri a, and dllllll"' the present year we will probably bring slightly
over 2,000 IJaI_LI(‘I]_MIltﬁ on a short- and long-term basis to the U nited
States.

The equipment, supplies, and other financial support which we
accord to these demonstration and pilot projects amount to about 20
percent, or somewhat less, of the total appropriation.

I think out of that, therefore, it becomes evident there are no capi-
tal availabilities in these fields of education, health, agricultural
credit, and land use which will meet the requirements.

In saying this I do not mean to minimize the importance of tech-
nical assistance. It has played over the past years a major role in
developing skilled people and improving the governmental institu-
tions in Latin America, training personnel in such fields as teacher
training, self-help housing, and agricultural extension and supervised
credit a vocational (‘ti!lc‘lt]ml, aml other fields contemplated under
the Act of Bogota and thislegislation.

While technical assistance will continue to provide essential back-
stopping to these activities, we lack the authority clearly under tech-
nical assistance to provide the significant capital requirements neces-
sary to carry out intensive and broad programs such as this one to
achieve the social progress desired in Latin Ameri ica.

The project examples which are contained in the classified book
represent chiefly grants or loans for equipment, supplies, and capital
for larger projects which we hope will make a significant and rela-
tively immediate impact on the social and institutional structure in
Latin America.

In sum, I think we are maintaining essential technical assistance but
moving forward through provision of capital supplies and equipment
to effect broader social change. This is the fundamental purpose of
the Act of Bogota.

Mr. Anprews. I understand all that. My question was this: Will
you take this money under the $100 million program and just add to
or continue some of the programs that you have under the present
1961 program for these countries?

For instance, here in your justification for 1961, I note for country
X there is a total request for $880 million.

Mr. Goroox. It cannot be that, sir.

Mr. Axprews. $880,000. A breakdown of that shows a total of
$1.267 for education ?

Mr. MacPram. $1,267,000.

Mr. A~xprews. Under this new program, under the $500 million
program, $100 million for ICA, you have listed for country X an
estimated cost of $20 million, assistance to that country’s universities.

That is the same program that you justified here in 1961, is it not?
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Mr. MacPuain. In that proposal for assistance to universities there
is a large amount of capital equipment and supplies.

Mr. Axprews. How much ?

Mr. MacPrAIL. $11 million.

Mr. Axprews. Out of the $20 million ?

Mr. MacPuaIL. Yes.

Mr. Axprews. To one university ?

Mr. MacPram. To a series of universities and regional institutes.

Mr. Passman. Yesterday you said it was a guess as to what part
would be capital improvement and what part would be technical aid.
You are using now as an example—this is not firm, is it.?

Mr. MacPram.. No.

Mr. Passman. You could use all of it, none, or change it altogether.
Did you not say that yesterday? You said you might not even follow
the example.

Mr. MacPramw. We said where these projects come up, where there
are sample projects, we need not follow any or all of them.

Mr. Passman. You may not follow any of them. You may change
the pattern altogether?

Mr. MacPram. Yes,

Mr. Passman. Thank you very much.

Mr. Andrews?

Mr. Axprews. I think I am through, Mr. Chairman.

COMPLIANCE WITH PRESENT PROHIBITION IN FISCAL YEAR 1961 TECHNICAL
ASSISTANCE PROGRAM

Mr. Passman. If you were operating under the technical aid pro-
gram legislation, under which ICA is presently operating, and re-
quested this amount under that legislation, then to allocate these
funds without specific projects you would not be in compliance with
the law, would you?

Mr. MacPram.. As T indicated earlier

Mr. Passman. Will you be specific on one thing? Would you be
in compliance with the present law for ICA, under the technical
assistance program, had this appropriation been made as such under
the same project in the regular appropriation? Would you be in
compliance, inasmuch as you do not have any detail, and you did not
know whether you would spend any or all of it ?

Mr. MacPrarw. If these funds were appropriated within the mutual
security program for the specific purposes in the appropriations under
mutual security, then obviously we would have to come back if it
were technical assistance and present detailed specifie projects,

Mr. Passman. Then you would not be in compliance with the law.
If you were getting the $100 million for the same purpose as part of
the regular technical aid appropriation, the manner in which you
propose to allocate it would not be in compliance with the law, would it ?

Mr. MacPraiL. We would have to live under the requirements and
legislative provisions of the mutual security program.

Mr. Passman. You are not giving an answer. You are arguing.
I want one direct answer. Would you, or would yvou not, be in com-
pliance with the law if you requested the $100 million under the same
technical aid
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Mr. Tager. Can he answer that question ?

Mr. Pagsaan. T don’t know.

Mr. Tager. Areyouable toanswerit? If you donot know,say so.

Mr. MacPuam.. The answer specifically in the terms of the way the
question was placed would be, “No.”

Mr. Passman. Thank you. That isall we are trying to get.

Mr. Goroox. If I might add one point, as I understand it, under
the concept of technical assistance as it now exists in the law, in the
mutual security legislation, we could not do what ought to be done,
and what is proposed to be done under this program.

Mr. Passman. You may have one idea, and I may have another.
What we are trying to do is to deal specifically with these items, as to
whether or not it 1s complying with the present law governing tech-
nical aid. 'We are dealing with a technical aid matter, and it will be
administered by ICA.

You propose to allocate these funds not in compliance with the law
covering ICA technical assistance, but in compliance with some other
law. You have not justified a single project for which you will spend
the money. Yousostated yesterday.

The need may be there. TIf we can ever deal in specifics you may
have a sympathetic committee and a sympathetic Congress.

As long as you are trying to get around the law by saying merely
that you need the money, we recognize that fact, too.

Mr. Goroon. There is no attempt to get around any law. We have
been carrying out legislation and not trying to get around it.

Mr. Passman. Why don’t you come in under the regular appro-
priation, then? You are indirectly bypassing the specific law deal-

g with technical assistance as written in the appropriation bill
last year.

PROPOSED EXPANSION OF TECHNICAL ASSISTANCE PROGRAM WITH CAPITAL
ASSISTANCE

Mr. Goroon. The reason for asking for this appropriation under
the new legislation, Mr. Chairman, is that the character of this pro-
gram is different from the character of what has——

Mr. Passman. A new scope to the regular technical aid. Tt is
technical aid with a new scope ? '

Mr. GorpoN. A new scope specifically in the sense that the technical
aid will be accompanied by larger volumes, substantially larger vol-
umes, of capital assistance, and will be negotiated against substantial
contributions by the recipient countries.

The technical assistance and the capital assistance clearly have to
be negotiated together with the individual projects to succeed.

Mr. Passman. We still do not know the ratio. Yesterday you
asked TCA to answer the question. ICA did answer the question.
ICA representativessaid it would have to be a guess.

Mr. Gorpoxn. That is right.

Mr. Passman. Off the record.

(Discussion held off the record.)

Mr. Passman. If you will refer to section 303 of the mutual security
law, under technical cooperation, prerequisites to assistance :

676156—61——10
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Assistance shall be made available under section 302 of this act only where
the President determines that the nation being assisted, (a), pays a fair share
of the cost of the program.

Mr. Gorbox. Yes. I did not mean technical assistance did not also
involve self-help.

Mr. Passman. There is no matching fund. There is no agreement
the other nation will put up a single dime. You said yesterday there
is no matching fund. You made your own record. ICA made the
record that there would be no matehing fund, no contribution by any
of the recipient nations,

If there is no contribution by the recipient nations, then again you
are not in compliance with the law. There are several cases where
you would not be in compliance with the law.

Mr. Gorpoxn. Respectfully, this is not what was said yesterday.
What was said yesterday was that the recipient nations would not
contribute to this fund.

It was also said yesterday, and very clearly, on each projeect recipient
nations would contribute to those projects.

Mr. Passman. How much? Could you cite one contract that you
have entered into already?

Mr. Gorpon. As I said yesterday, no contracts have been entered
into because this would involve a commitment of unappropriated
funds, which I am sure the committee would not like us to do.

Mr. Passman. Then you do not know whether or not they will
contribute. You are merely guessing.

Mr. Goroon. No, sir, I am not guessing. The administrative
arrangements under this legislation and appropriation will provide
that no contracts will be made unless and until the country indicates
it is prepared to contribute its part.

LACK OF DETAILED JUSTIFICATIONS

Mr. Passman. I admire you for endeavoring to make a case for
this money. How would you feel if this group of men representing
the American people on this side of the table would appropriate
taxpayers’ money on such slipshod justification for programs all
over the world, as well as here at home? Would you feel safe about
the future?

Mr. GorpoN. Mr. Chairman, I would feel, if a program of this kind
were not authorized and funds not. made available, the future would
be much more dangerous than if it is approved.

Mr. Passman. I am talking about slipshod methods of appropri-
ating the taxpayers’ money. We do not know how much will be for
technical aid, how much for capital improvement, how much for each
country. The examples you set forth may be followed or they may
not be followed.

Would you feel very safe having men on this side of the table
appropriate your funds on such a slipshod basis to operate this
Government as well as for these programs throughout the world ?

Mr. Gorpon. I am a taxpayer. _

Mr. Passman. I know that you are a taxpayer. Would you feel
safe in having us operate all of our business in a manner that is as
slipshod as this will be?
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Mr. Goroon. Mr. Chairman, in the terms in which you put the
question it is obviouslf-' very difficult to answer.

Mr. Passman. I shall withdraw the question. We shall let the
record speak for itself. We shall not get direct answers, so I shall
not press you for a reply.

How much do you anticipate will be paid per year to the Bank
for administrative expenses ¢

Mr. Gornon. I haven’t a specific figure on that.

Mr. Passman. What is your best estimate as to the ratio of loans
to be repaid in dollars and the percentage that would be repaid in
local currencies?

Mz, Gorvon. For the Bank’s loans?

Mr. Passman. Yes, sir.

Mr. Gorbon. I have noestimate on that either.

Mr. Passman, Thank you very much.

POSSIBLE LOAN RATHER THAN GRANT TO INTER-AMERICAN BANK

Page 3 of the statement says that the United States will not expect
repayment of U.S. funds, and that our repayment will be in the
increased strength and growth of democratic institutions of the free
societies of our Latin American neighbors. Certainly, that is a high-
sounding phrase, and you write off $500 million with just a few words.
‘Why should not the Inter-American Bank repay to the U.S. Treasury
over a period of time the $394 million made available toit?

Mr. Goroon. Because, Mr. Chairman, if it could be done on that
basis and in dollars, the program would have been set up that way in
the first instance. The balance-of-payments position of the Latin
American countries and the outlook for them over the coming future—
certainly 5 or 10 years, which is as far as one can hope to look forward
in these matters——

Mr. Passaan. How long?

Mzr. Gorooxn. I said 5 or 10 years—is not such that this amount of
extra dollar indebtedness could safely be assumed by them. To the
extent that they can take on extra dollar payments, we hope that
agencies such as the Inter-American Bank out of its regular operations,
the Export-Import Bank, and the International Bank will be making
hard dollar loans.

Mr. Passman. If they are making hard dollar loans, then why could
they not put it on a loan basis and after it served its purpose pay the
money back into the U.S. Treasury ?

Mr. Goroon. So far as the Export-Import Bank is concerned that
does come back.

Mr. Passman. I am not talking about the Export-Import Bank.
This committee deals with funds for the administration of that under
a different account, but the Export-Import Bank is not involved here.
I am talking about the specific loans you make. Why could they not
be on a reasonable loan basis and when they get to the point where they
have dollars to pay back, then pay them back to the U.S. Treasury?

Mr. Gorbon. Mr, Chairman, the types of expenditures which are
envisaged here will, we believe, strengthen both the societies and the
economies of these countries. They are not likely, directly or even
very much indirectly, to strengthen the dollar repayment capacity
of the countries.




146

Mr. Passman. Well, that is certainly a disappointment. I thought
that was a major purpose, to help them build up to strengthen the
dollar repayment eapacity.

MAINTENANCE OF INSTITUTIONS AFTER CONSTRUCTION

Mr. Taper. If that is the case, are they going to carry on these in-
stitutions after our well here has run dry?

Mr. GorooN. Mr. Taber, the resources

Mr. Taser. It is necessary to do that right now.

Mr. Gorpon. The resources required to maintain these institutions
are domestic resources. This is the difference between the increased
domestic economic strength of the countries on the one hand and their
ability to service a dollar obligation on the other. It is entirely pos-
sible, and I think likely, that their economies will be greatly strength-
ened and that certain sectors of their population which have not par-
ticipated in the economic growth of the postwar period will do so,
but the dollar earning capacity will not thereby automatically be
increased.

JUSTIFICATION OF PROJECTS IN THE UNITED STATES

Mr. Passman. Doctor, this is a matter which has caused some alarm.,
and in all probability the entire program will fall of its own weight
sooner or later simply because many of the individuals—great Ameri-
cans and great patriots that they are—do not have confidence in their
own ability to prevail upon Congress to make appropriations on an
annual basis. 1f we should just pick out one item in this particular,
the lower Mississippi River and its tributares, T expeet that the author-
zation is for some $1.3 billion. The work has been underway for about
20-25 years, and there has never been an attempt to get an appropria-
tion to carry out the entire project or authorization at one time.
They come to the Congress annually and met iculously and minutely
make their record that they need, perhaps this year, $67 million to
continue the work for 1 year. Simply because of the original plan-
ning and estimates and cost ratios, they feel that they can justify
that ficure and they are successful. That same type of situation
would be true for projects throughout America. They would not
have the audacity to come forth to an Appropriation Committee and
say, “We want all of this money at one time. We are not going to
spend it in this year, and it may be several years, but give it to us
anyway.”

If this program is so good—even though you have not worked out
any program we hope it is going to be a good program, but if you
have that kind of faith in the program—then why is it necessary for
these funds for ICA to be on a no-year, or lump-sum, basis? Why
would you not come in and ask for one slice of it? Then make your
record and come back the following year and ask for another slice?

3

NEED FOR FUNDS PRIOR TO DEVELOPING PROGRAM

Mr. Goroon. The reason for this is that negotiating with foreign
governments and Latin American governments in particular in this
case 1s not really analogous to working on projects within the United
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States where foreign negotiations are not involved. These propos-
als or projects, as they develop, will involve—and this is he purpose
of the program—substantial institutional developments within the
countries and commitments on their part to the longrun supply of
resources. In many cases they will involve legislation on their part
and in other cases a substantial administrative action, including the
development of new administrative institutions, because, as you know,
In many cases the governmental machinery is very weak. ’Bhis is one
of the difficulties in Latin America. In order to get these things set
up on a proper basis where they require some outside support, there
has to be some assurance in advance that the necessary outside funds
will be available. If these were simply specific projects for buildin
a particular dam or a public work, which was all agreed on in ad-
vance, all engineered in advance, all legislation provided in advance
to authorize 1t and so on, I would see no problem.

LATIN AMERICAN COUNTRIES' PLANS FOR FINANCING PROGRAM

Mr. Passyman. Are they going to appropriate all of the money
needed on their part to provide all of the matching funds for the
duration of this program ?

Mr. Goroon. I do not know what their various appropriation pro-
visions will be.

Mzr. Passaman. Do you really, as a professor of economics, as you
are, expect these recipient nations to project these projects to com-
pletion and make one appropriation to carry out their part? Rather,
would you not expect it to be on a slice basis, or annual basis?

Mr. Goroon. Each nation has its own legislative procedures and I
cannot speak to the arrangements in 18 different countries.

Mr. Passman. Do you know of any instances——

Mr. Gorvon, May I finish?

Mr. Passaan. Yes; goahead.

Mr. GorooN. What I would expect is that there would be a firm
commitment on their part to provide the necessary funds for the
duration of the project, whatever the duration would be. In our
case, as I understand it, a firm commitment is not possible without
appropriated funds,

Mr. Passman. Doctor, we have made the commitment with the
authorization,

Mr. Goroox. I do not understand that to be a commitment in the
sense

Mr. Passman. That is what you are trying to obtain the money on
here, without any justification. You have not justified a dime of the
money you are going to get under the blanket authorization. The
story gets down to me that we have committed ourselves so do not
disappoint us.

Mr. Gorbon. Mr, Chairman, I understood that to commit ourselves
on particular projects in the sense of making a contract or agreement,
a binding agreement with the country which will involve financing,
that we had to have appropriated funds.

Mr. Passman. So far, there is no agreement and your action would
be based upon what this committee recommends? You do not feel
there is any commitment by the authorization ¢
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Mr. Gorbox. Obviously, Mr. Chairman, in a legal sense there can be
no commitment without an appropriation of funds.

Mr. Passman. All right.

Mr. Gorpown. In a political and moral sense, it is certainly widely
assumed in Latin America that the United States will establish this
fund and will establish it in the sum of $500 million.

Mr. Passman. Why do you not put it on a good-faith basis? We
trust you and you trust us.

If they are going to put themselves on a 1-year basis, let us put
our slice up similarly. Do you not think that you would have a
better program then, if we did not appear too ready to give away
the American taxpayers’ money? A lot of people believe this program
is going to fall of its own weight as a result of the process of appro-
priating all the money; and now we are on a no-year basis, and they
are going to try to get the authorization on the same basis, and then
the thing will be really wild and loose.

NEED FOR FUNDS PRIOR TO LONG-RANGE PLANNING

It is very interesting, what you just said, that you do not ask these
nations to put up their funds until they know what we are going to
do. We plan together?

Mr. GorpoN. Yes.

Mr. Passman. So we are planning now on this $394 million, and
you are not. planning beyond that, are you ?

Mr, Goroon. The $500 million ?

Mr. Passaran, $394 million.

Mr. Gorpon. £394 million,

Mr. Passman. I will buy the $500 million figure. You are not
planning beyond that, are you? '

Mr. Gornon. Not at the present time,

Mr. Passman. Are they planning beyond that ?

Mr. Gorpvox. I think they are, yes.

Mr. Passmax. I say this very respectfully, but would that contra-
dict what you said a little while ago, that they could not plan until
they knew what they had coming? How could they plan if they are
going to plan on the basis of our share, and you said they have to have
long-range planning? Do the two add up?

Mr. Goroon. Mr. Chairman, I think they certainly do.

Mr. Passman. All right, sir.

Mr. GorooN. This depends on what you mean by the term “plan.”

A country, in trying to develop its educational system for example,
has got to think in terms of, “where will we go beyond the duration
of this program?” Tt has broad goals for years into the future, or
ought it to have such broad goals?

Mr. Passyan. You mean this program ?

Mr. Goroox. No, sir; T am speaking now of national plans in Latin
America for developing their educational system.

Within those broad goals, they will have some projects in the fields
we are talking about which will commonly require the expenditure of
funds for 4 or 5 years. These individual projects often require legis-
lation or the creation of new administrative institutions. It is the
first phase in these plans that has to be made definite, which I am
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speaking about. For a phase of that kind, if outside resources are
required, a sound project requires the assurance of the outside funds.
The longer range plans remain targets.

If, at the end of 5 years, they still think they require outside funds
and we are not prepared to provide any outside funds for one reason
or another, then obviously the long-range plans have to be modified.
In order for the projects which are typically 3-, 4-, and 5-year projects
to succeed, there has to be an assurance that the funds will be
available.

Mr. Passman. Doctor, this is a long-range program, as you just
indicated, and in all probability when we become mmvolved it will be
long-range as it applies to America, too? I think you agree to that?

Mr. GorboNn. Yes.

Mr. Passman. Would it not be a lot better if we started this pro-
gram off absolutely on a sound basis to indicate to those people we
are going to help them, want to help them, and we are going to walk
by their side now in bringing about these improvements ?

The authorization has been granted by our Congress, so now we
want to see the individual projects as promised by Dr. Morgan last
year. We say, “We want to see your firm plans. We want to see
your estimates of the cost of carrying out these individual Fhms, S0
that our Government may know what the ultimate cost will be, if we
actually cooperate on that basis.”

Do you think it would then be a lot better program in the long run?

Mr. Gorpon. No, sir; If T thought so I would have recommended
that the program be submitted originally on that basis.

Mr. Passman. You did not know you were going to submit the pro-
gram, though. This was all worked out before you came here, I say
respectfully.

Mr. GorooN. Mr. Chairman

Mr. PassmaN. You may have worked it out but I did not hear of
you in connection with it until recently.

Mr. Gorpon. No, sir. T became directly involved in this only a
couple of months ago. I assure you that I would not be here unless
I were assured the program was a sound one.

Mr. Passman. You say that this is being handled on a businesslike
basis? It is complete at this time? I do not know what we are going
to spend the money for, as it is not indicated in the justifications, Do
you not think we would get better cooperation from those people, and
they would appreciate our help more, if we demanded they come up
with an understanding of their program before we got into this? We
do not know whether they will agree. You may go down on one pro-
gram and they will demand you do something just the opposite.
There may be a lot of jealousy existing among the nations. You do
not know what you are going into. It isall in the future.

IMPLEMENTATION OF PROGRAM PROPOSALS

As indicated by the testimony, you do not know whether a single
project as cited in your examples will be carried out on that basis?

Mr. Gorpox. Mr. Chairman, I think that is a very considerable
understatement of the extent to which

Mzr. Passaan. I thought it was an understatement but I made it as
strong as I could, Doctor.
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Mr. GorooN. An understatement to the extent this program has
substance.

What I said yesterday was that we did not know whether any single
project here in the amounts indicated, would in fact become part of
the program. This does not mean that most of these projects will not.
I think, in fact, that many or most of these projects wid, in fact, be-
come part of the program, but not necessarily in the amounts indi-
cated because one has to work out with the Government their maximum
contribution and the like.

Mr. Passman. I will not misquote you. Did you not say yesterday
that it may be a different program altogether? Does the record show
that? Either you or the ICA representative, when he was guessing
at what the money would be spent for, said that. He said it was a
guess; and if it was a guess, you could not pin it down ?

Mr. Goroon. No, sir. The reason that Mr. McPhail said that the
proportion of technical assistance could not be more than a guess at
this time is that we have here, as you know, proposals which add up
to more than the amount of money we are asking for. Obviously,
there would have to be choices. There may be some proper projects
which will come in, better than any of these, during the course of time,
We do know that among these, roughly what the proportion of tech-
nical assistance is. It runs from 20 to 25 percent and that does not
mean that this will be the precise proportion of the projects worked
out and agreed on.

NEED FOR FUNDS PRIOR TO PROGRAM IMPLEMENTATION

On the general question as to the best way of proceeding to get the
sort of results which I believe we all want, as T said yesterday morn-
ing, this is a problem of the progressive movement, from the broad
ideas contained in the act of Bogotd to what are called comprehensive
programs, proper administrative machinery and then specific proj-
ects. This progression is not all on our side by any means. The
progression 1s by both parties walking, as you say, step by step. But
I did say yesterday—and I would like to repeat—that there is a sort
of vicious circle problem here in trying to get a commitment to the
necessary self-help measures in the way of legislation and others.
But as a practical political problem, it is my conviction that both
with respect to the hank portion of these funds and with respect to
the proposed ICA portion of the funds, that unless these operating
agencies are equipped with the authority to make firm commitments
on projects, and firm commitments require the advance appropriation
of funds, they will not be able to work out the most efficient and
economical projects with the member countries.

Mr. Passman. Let us agree on this as being desirable: but what we
propose to do, is it advantageous to these countries? What would be
wrong—since it is a good, worthy program, overall—with requesting
these countries to go ahead and pass legislation, land reforms, tax
structures, and firm up their projects, and then come to you and sit
down across the table and have something firm you could come back
with before the committee and the Congress and say, “We have been
looking over a reclamation project and we will be able to reclaim so
many thousands of acres and the cost will be thus and s0”?
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going to put up that amount.”

Would it not make a lot better story when you are presenting this
to the committee, in a manner similar to what our own people have
to do when they come up for funds? When our people down in
Louisiana or Mississippi, or in any other State, decide on a flood con-
trol project as being worthy, there is long-range planning; and when
they come to Congress, they do not even know they are going to get
an authorization, notwithstanding the fact they have made a strong
case for the people back home; but the local engineers and the district
engineers get into this, and even the U.S. Army Engineers, and they
have what appears to be a good case and can show that the benefits
will be $3 for each dollar in cost, but then they come up and may get
an authorization. At a subsequent date, they do even a better job in
showing where it is a good investment for our Government to put
up the money, and then they do not have too much trouble getting
the money.

Would it not be a lot better for you and the recipient nations, if you
had something completely firm before you came to Congress?

Mr. Gorpon. Mr. Chairman, if it were possible to do this in the
Latin American area

Mr. Passman. Let us consider the world. There are some 100
nations, with the new tropical African nations, and I think that 88 of
them are in the mutual security program. Tt is not just a question of
South America. In all probability we understand South Americans
better than we do some of the other people throughout the world.
This committee has to deal with a great many other nations.

Do you not think this double standard, one for our country and one
for the recipient nations, will get us in trouble one day ?

Mr. Goroox. Mr. Chairman, I do not believe that we could possibly
succeed in the sort of effort, if we tried to apply the same processes
abroad in the underdeveloped countries that we apply at home. We
are talking about situations, many of which are in very treacherous
condition from the political point of view, and as Mr. Berle pointed
out, yesterday morning, where the balance of internal forces is a very
delicate one indeed, and where we are trying with the assistance of
these funds and these projects to move to tilt that balance in the di-
rection of responsible, law-abiding democratic societies.

Mr. Passman. I thought we were going to get this on the basis of
a justification rather than what might happen if we do not do it.

POLITICAL AND TECHNICAL PROGRAM

Mr. Gorpon. This is part of the justification.

As I said yesterday, this is a cu{milmtinn of a political and a tech-
nical program. This is the nature of the Latin American situation
we are confronted with.

Mr. Passman. Thank you.

1 do not know of any other way to put this, but living down in Mon-
roe, La., if I bought an airplane ticket, a steamship ticket, and a bus
ticket, and only used the airplane ticket, the others would be a waste
of money ?

Mr. Gorbon. Of course.
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POSSIBLE DUPLICATION WITH OTHER PROGRAMS

Mr. Passman. You realize how many technical assistance programs
you have in Latin America to do the things you propose to do? Are
you familiar with all of them ?

Mr. Goroon. I am not familiar with all of them but my colleagues
here are.

Mr. PassyaN. You are justifying the program. Why do you not
familiarize yourself?

Let me help you: First, you have the U.S. technical aid.

Mr. GorboN. Yes.

Mr. Passman. Then, you have the Organization of American
States.

Mr. Gorpon. Yes.

Mr. Passman. Then, you have the United Nations technical aid.

Mr. Gornon. Yes.

Mr. Passman. Then, under Development Loan Fund, you have
some technical aid.

And now you are coming in with a new program. Do you mean
that this one 1s not duplicating the others?

Mr. Gorbon. Yes; I domean to tell you that.

Mr. Passmax. You are the first witness who has appeared before
this committee in 7 years who has said you are not duplicating.

Mr. Goroon. Iam happy to establish this precedent.

Mr. Passman. You acquired this in 2 months—and I do not mesgh
to be disrespectful—but you were willing to say there was no duplica-
tion on programs with which you are not familiar. I have to point
this out to you, for that is what you said.

Mr. Goroon. Mr. Chairman, that is not what I said.

Mr. Passman. We will have the reporter read it back, if you wish.

Mzr. GorooN. I will be happy to read the record when it is available.
What I would like to say is that what you asked me was, whether
I was familiar with all of the technical assistance projects conducted
by

Mr. PagsmaN. Programs, I said.

Mr. Goroon. I thought by programs you meant projects. If you
mean, am I broadly familiar with the technical assistance programs
connected by ICA 1n Latin America, the answer is “Yes.” :

Mr. Passman. You do have five, Doctor, and every witness before
this committee has indicated there was duplication, and they have
indicated that the time was coming when we would have to straighten
them out, and eliminate duplication. But, instead of eliminating du-
plication, we are now stacking another program on top of the others.

Mr. Goroox. So far as the existing programs are concerned, just
to indicate that I was familiar with the existence of this, the presenta-
tion book does refer to all of these on page 36.

Mr. Passyan. Doctor, you may correct the record if you wish, I
thought you said you were not familiar with all of them, and now you
say that you are. Certainly, I accept your word.

Mr. Gorbox. Mr. Chairman, it was a misunderstanding on my
part, for which I apologize. I thought you were asking me whether
I was familiar with each individual project.




153

Mr. Passman. You could not be. ICA says it is not familiar with
them, and we have many career men there. I think that last year
there were 1,500 of them.

Mr. Goroon. I apologize for the misunderstanding.

Mr. Passman. You do not owe me any apologies. We are trying
to reach a mutual understanding on this complicated undertaking.

Mr. Ruopes. Mr. Chairman, w ould you yield ?

Mr. Passman. Iam pleased to yield. .

POSSIBLE EXECUTION OF PROGRAM UNDER TECHNICAL ASSISTANCE PROGRAM

Mr, Ruopes. Mr. Gordon, I do not know whether you can answer
this, but let me ask this question and then you can get the answer if
you do not have it available: Assuming that the projects for which
you have asked at this time are not in complmnce with the present
laws relating to technical assistance, what amendments would be
required to those laws in order to fit this project under the technical
assistance tent?

Mzr. Gorbon. Could I clarify one question, Mr. Rhodes?

There are, as I see it, two problems of authority here. First, there
is the question as to whether the definition of technieal assistance as
now contained in the mutual security legislation is broad enough to
cover the kinds of things we envisage being done in the ICA portion
of this program. On the at, 1 would like to get a clear answer.

The other question whic h the chairman asked before has to do with
compliance with the provisions under the mutual security legislation
concerning advance justification of specific projects. On that it is

per fL‘(‘Hy clear what we proposed here is not in keeping \\lth that
]nm ision of the law. It was not intended to be because what is pro-
posed here is under different legislative authority.

On the first question, I would like to get a definite legal answer, if T
may.

Mr. Ruopes. Certainly.

May T continue?

Mr. Passman. Tyield.

Mr. Ruopes. The authorization for technieal assistance in the act of
last year was $172 million, of which $150 million was appropriated.
Do you know of any portion of the projects for which you are now
asking, which might fit into technical assistance under the present
legal definition so that this could go against the $22 million unappro-
priated but authorized ?

Mr. Goroon. Yes; as I recall, of the $150 million about $36 million
is the Latin American portion.

Is that right?

Mr. McPramn. That is correct.

Mr. Gorbon. We have reviewed those to see what fraction of that
$36 million is for technical assistance in the various fields covered by
the Act of Bogota, and this program. Our estimate is about $24
million.

Mr. Ruopes. Is it possible to identify those projects with particu-
larity

Mr. Gorooxn. T think so, certainly,

Mr. Ruopes. Suppose you do that for the record ?




Mr. McPrar, Yes, sir.
(The information follows:)

TO Freros oF Activity Uxper Acr oF BocorA

As of March 20, there has been approved for implementation under technical
cooperation an amount of $36,720,000 for Latin America for fiscal year 1961.
Within this total, amounts for particular fields of activity which are contem-
plated under the act of Bogotf are the following :

¥ g (T ir s S el e Y e e s I S IR $10, 063, 000
Health and sanitation 4, 729, 000
Edueation 5, 539, 000
Public administration_ 2, 980,000

Total .___ 23, 311, 000

In addition there are certain education and training activities now carried
on within the categories of “Industry and mining,” “Labor,” and “Community
development and housing” which could be considered to be covered by the act
of Bogotd. These activitieg are of an estimated order of magnitude of $3 mil-
lion. Thus a rough estimate of the percentage of existing technical cooperation
activties in Latin America which are in fields covered by the act of Bogoti
out of the $36,720,000 now programed for implementation is approximately 70
percent.

A precise breakdown and analysis of the individual technical cooperation proj-
ects programed for Latin America is not possible at this time since such a
detailed allocation of projects will depend in part upon the specific programs
developed bilaterally and multilaterally with the individual countries in the
months ahead.

Mr. Passman. Did you bring with you the list of countries in Latin
America which have no income tax law or estate tax?

Mr. Jouxsron. We did not get all of the figures. They did not get
all of the figures for us.

Myr. Passman. Did you get a partial list ?

Mr. Jonnsron. They did not want to bring it up until completed.

Mr. Passman. That is all right.

ANTICIPATED OBLIGATIONS BY JUNE 2 0, 1961

Doctor, what portion of the funds requested in this authorization
would be obligated by June 30 of this year ¢

Mr. Goroon. With respect to the $394 million proposed for admin-
istration by the Bank, Mr. Chairman, the signature of the trust agree-
ment itself would constitute the legal obligation of those funds.

Mr. Passman. You mean that we are going to enter into those ob-
ligations and turn the money over to them ?

Mr. Goroon. The specific arrangement does involve an obligation,
not the turning over of the money.

Mr. Passman. I know it is an obligation, but T am talking about
what part would be expended, :l(‘!tllll,]ﬁf obligated, to projects under-
way, for which you would actually need money in order to meet defi-
nite obligation?

Mr. Goroon. T thought you were asking about a legal obligation
from the American budgetary standpoint.

Mr. Passman. No, sir; the minute we make the appropriation, if
they can justify the expenditure then the money is available. I am
speaking of the amount that would actually be obligated for expendi-
tures to specific projects. What would be the amount? What per-
centage ?




Mr. Goroon. In order to avoid vocabulary trouble, could we here
distinguish between obligations and commitments on specific projects?

Mr. Passman. If we appropriate this money, then it is available for
obligation ?

Mr. Gorbon. Yes; that is right.

Mr. Passmax. Not just to the Bank, but it is also available so that
the trust fund in the Bank may obligate its funds to specific projects.

What part of the $394 million will be obligated to specific projects
approved by the recipient nations and our country as of June 307

Mr. Goroon. Including the Bank’s portion and the ICA portion
both?

Mr. Passman. Yes.

Mr. Goroox. I think this depends on several things. One is when
appropriation action

Mr. Passyman. Let us say you get it April 1.

Mr. Goroon. That seems to me a very optimistic date.

Mr. PassmaN. Move it up a month. I agree with you, it is opti-
mistic.

How about May 17

Mr. Goroox. With respect to the Bank’s portion, if the Bank had
the funds in hand by May 1, that would give them 2 months before the
end of the fiscal year. I suppose that completed loan negotiations
during those 2 months might—this is purely a guess because this
would be for the Bank to work out the details

Mr. Passman. You are completely fair about that, and I want you
to know that I know you are fair.

Mr. Gorvon. All right.

I think anything from $50 million, as a probable minimum figure,
up to $150 million as a probable maximum figure.

With respect to the ICA portion, I wanted the ICA to speak to it.

Mr. Passman. Of course, Doctor, we are somewhat concerned in
the committee by the fact that there have been no projects firmed up
yet. How are they going to be able to firm up projects as compli-
cated as some of these projects are on such short notice? T asked t]]m(:
question because I surmise it may go like that. I would not blame
you. There have been no projects firmed up, and we do not even
know what, the money will be spent for other than a general fund,
and yet now you are advancing an estimate that we could obligate up
to $150 million by June 30. To me, that is frightening, the fact that
such a thing could happen. There are no projects, no agreements,
and the countries have yet to pass legislation.

You get my point, Doctor ?

Mr. Gorpon. Yes.

Mr. Passman. That situation isalarming to the committee.

Mr. GorooN. I get your point, Mr. Chairman, but as I think I sug-
gested before, to say that there are not refined projects on which we
made commitments on the one hand, and to say there are not projects
that the Bank can proceed to negotiate promptly on the other, are two
quite different things.

BASIS FOR ANTICIPATED OBLIGATIONS BY JUNE 30

Mr. Passman. As we advanced further than we thought, Doctor,
would you please give us a list of the specific projects with which
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you are familiar? You had to give some thought to the $150 million.
You would not reach up in the sky and get the figure. Now, we are
entitled to that list showing specifically where you propose the Bank
could do this. That must be in possesion of somebody. You
would not want to turn this over to the Bank if you felt they were
going to obligate $150 million without having some firm projects.

Could you get those firm projects? Who is our representative on
the Bank?

Mxr. Gorpox. Mr. Chairman, our Executive Director on the Bank
is Mr. Robert Cutler.

Mr. Passyman. Could you contact him, and have him get that list
to us by airmail?

Mr. Goroox. No, Mr. Chairman. This would be completely im{ms-
sible. I did guess—and it was only my personal guess—in an effort
to respond to your question as to what kinds of amounts the Bank
might be in a position to negotiate by the end of the present fiscal
year depending on what the time of the actual appropriation may be.
I guessed this because among the projects we have submitted to you
as examples, there are a number in which the necessary legislation mn
the recipient countries does already exist and where

Mr. Passyan. That is exactly the project we want. We want the
name of the country, the specific legislation they have passed, the
type of contract that is going to be negotiated with the Bank, and
so on. Then we are going to be better able to represent you when we
take this bill to the floor. Let us get you on our side momentarily.
If you get in touch with Mr. Cutler, and as he is representing our
country on the Board, would you ask him to supply the names of the
nations, the specific projects, the estimated cost of each project, and
then we will have something into which we can get our teeth?

Mr. Axprews. Will the Chairman yield ?

Mr. Passman. Yes.

OPERATIONS OF INTER-AMERICAN DEVELOPMENT BANK

Mr. Anxprews. Mr. Dillon in his statement said that the Bank
opened its doors for business on October 1, 1960, and that by the end
of January 1961, the Bank had received nearly 250 applications for
loans.

Mr. Goroon. That is right.

Mr. Axvrews. Further, he said they had selected 108 of these for
actual consideration.

Mr. Goroox. Yes.

Mr. Anprews. Representing the most feasible projects and those
most likely to contribute rapidly and directly to the development of
Latin America.

I would like to ask you this, Doctor: Are these loan applications
made for any part of the $394 million that is being requested here
of the committee at this time?

Mr. Goroon. The loan applications summarized in Mr. Dillon’s,
statement were loan applications under the regular funds of the Bank
in the two categories Mr. Dillon deseribed. That is the regular lend-
ing operations and what they call the fund for special operations.

Mr. A~NprEws. My question is this——

Mr. Goroox. May I add one thing?
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Mr. Anxprews. Yes.

Mr. Goroon. The Bank has also received a number of inquiries
from countries with respect to possible projects for financing under
this program, if and when they get the funds under this program.
The Bank does not consider anything of that kind a loan _application
and it cannot be a true loan appllcatlon until the Bank is in a posi-
tion to negotiate.

Mr. Axprews. Does the Bank have any money there to lend at
this time?

Mr. Gorpon. Under its regular funds, of course.

Mr. Axprews. Were these applications directed to the funds in the
Bank, or in anticipation of this appropriation?

Mr. Gorvon. No,sir.

Mr. Axprews. The $394 million being deposited in the Bank?

Mr. Gornon. The projects summarized in that statement by Mr.
Dillon, the loan applications summarized were loan applications for
lending under the regular present appropr :.ttmns of the Bank.

Mr. Axprews. They have nothing to do with the anticipated trust
fund of $394 million ?

Mr. Goroon. That is right.

Mr. Axprews. It looks like there is going to be a rush for loans
down there.

Mr. Goroon. Well, I think it is quite clear that in view of the fact
this was first discussed in Bogota in September, and it has generally
been anticipated that the Bank will administer the larger portion of
these funds, the countries have been doing a lot of homework on getting
ready to netrotnto with the Bank under this program.

Mr. AxprEWS. 250 loans over a period of 3 months is a pretty good
sign that business will be good down there.

Mr. Goroon. Mr. A!'uhvws, were those figures as of the end of
January? Mr. Dillion’s figures?

Mr. AxprEws. Yes, it isin his statement on page 6.

Mr. Goroon. I recall. I have a Bank report but I just wondered
whether they referred to the same date and they do.

Mr. Ruaobes. Will the gentleman yield ?

Mr. ANprEWS. Yes.

DEFINITION OF SOCIAL PROGRESS

Mr. Ruooes. This goes back to yesterday, Mr. Berle, but would it
be pos&,lbie for us to have your definition of economic progress? I will
tell you why I ask. You made the remark the other {l.w you did not
feel that it made too much difference whether we are talking about
social progress or economic progress because they were one and the
same. That is the way I understood you.

Mr. Berie. They are so closely interrelated, you do not have one
without the other.

Mr. Ruopes. However, do you not then have the hen and egg situa-
tion? In other words, do you really have social progress of a lasting
nature until you have economic progress?

Mr. Berup. It is very diflicult to tell what comes first. You can
build a steel mill but that does not give you a market for steel unless
the area that is planned is such that you can get steel and ship some.

Mr. Ruones. Assuming that there is going to be a balance?
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Mr. BerLe. May I give you an illustration ?

Mr. Ruopes. Certainly.

Mr. Berre. Here is one I suppose would have both elements in it.
Youn would need both.

Prime Minister Beltran of Peru, who is one of the ablest men in
the field, is anxious for a loan for the so-called Puno Road. This
takes a road over the ridge of the Andes where you then tap a very
large area of good rich land. The Lima area is already overpopu-
lated. The population has got to go somewhere.

There is plenty of land but they have to get over the ridge and that
might be a regular Bank loan, depending on gnarantees and so forth.
When you get there, then the problem is one of arranging or prepar-
ing the land sufficiently so you have located people to run it. That
would be IDB.  The road without the other element is simply a monu-
ment in the desert, and the other without the road would simply get
nowhere. The combination of the two is essential and that perhaps
is one illustration. I could give you others.

Mr. Ruopes. I do not think anybody could disagree with that illus-
tration. I was fearful perhaps you meant it was necessary to go to
low-cost rental housing, for instance before you provided jobs for
people.

Mr. Berue. That is perfectly true. Of course, in this particular
case you do not have it because what you then have is virgin land.
It is the great subcontinent of the world that is still unpopulated and
what you then have is

Mr. Ruopes. Your example set forth an example of a balanced
economy no one could find fault with. This is what you meant when
you made that statement yesterday ?

Mr, Berre. That is exactly what I meant. In some cases, it works
differently than that and let us take another illustration.

Mr. Ruopes. If you like.

Mr. Berte. In Venezuela, which has an unlimited supply of very
rich steel ore, and where there is a balance-of-payments problem
from time to time, let us say there is a steel mill which is already
two-thirds constructed but under the old dictatorship. The problem
is whether that should be completed or not. The Venezuelan Gov-
ernment has made an arrangement with Koppers Co. of the United
States to manage the development of that steel mill.

The most necessary immediate market for that steel is in handling
the road construction and bridge program which makes that big
plains country in Venezuela operative, and that is where people ought
to go. That is where there 1s natural wealth, steel and oil, as well
as cattle and farming country.

The Government of Venezuela would like therefore to increase its
roads and similar programs and, at the same time, bring the steel
mill into operation. This means that the product of that steel plant
would go immediately to this secondary use which, in turn, makes
possible the development of the economy of that region. Incident-
ally, it takes out of Caracas a large chunk of the 300,000 unemployed
there which is always capable of making trouble and at which point
the IDB will come in with the secondary or social development. The
ICA experts understand this better than I, but T should be inclined
to think at this point a mixed program would be almost essential ;
one on the commercial and the other on what is called the social side.
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PUNO ROAD PROJECT

Mr. Ruobes. Do you have any estimates of cost of the Puno Road?

Mr. Berie. I do not. We have them in the Department.

Mr. Ruopes. Is this part of the initial program ?

Mr. Berce. It was part of the program presented to us by Prime
Minister Beltran, of Peru. He specifically presented the Puno Road
project when he was here a month ago. I expect he will use his later
visit to present it in more detail.

Mr. Ruopes. You think it is in this program?

Mr. Berve. I do not know whether the Puno Road is in this one.

Mzr. Ruopes. Of course, the last example you gave was completely
economic progress. There wasn’t any social progress necessarily
in that, was there? '

Mr. Beree. This is very important. Where you are building a
bridge which otherwise would not exist, which opens up an area, the
area immediately then being opened to colonization or settlement. it
1s a problem whether that is aconomic or social. I have never made
up my mind in New York whether the Brooklyn Bridge, a free bridge,
is a social development or whether the Triborough Bridge is an
economic development.

Mr. Conte. Would you yield ?

Mr. Ruobes. Yes, sir.

IMPORT RESTRICTIONS ON CRUDE AND RESIDUAL OIL

Mr. Coxte. Mr. Secretary, in regards to Venezuela on the economic
side, couldn’t we do more on the economic side by the President remov-

ing the mandatory restrictions on crude and residual oil so these
people could ship their oil to the east coast where it is needed and
stimulate employment ?

Mr. Berre. These men would not gain employment from that. You
would not touch the unemployment very much that way. All that
would mean is that the wells would pump more oil. I doubt if it
would make any great deal of difference in employment. The chair-
man comes from an oil state himself. Opening up for more oil does
not increase employment compared to the gallonage you take out of
the well.

Mr.Conte. It would mean more money for the Government.

Mr. Beree. I think it would. At this point you would run into
competition with American oil interests.

Mr. Coxte. If T may, Mr. Secretary, when President Eisenhower
put in this mandatory restriction on crude and residual oil based on
the national security purpose it was to spur the production of crude
and residual oil in the United States, The ficures unmist akably show
production of residual oil in the United States has declined consider-
ably because it is not profitable for U.S. concerns to make residual oil
and the demand for residual oil on the eastern seaboard has increased
tremendously. We have been caught in a price bind. That is aside
from the fact. I would like the record to show that the removal of
this restriction wonld be helpful to the economy of Venezuela.

Mr. Berce. Obviously, anything that increases the revenue of the
Venezuelan Government, if it is properly used—and in President
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Betancourt’s hands I think it would be properly used—would spur
the Venezuelan economy.

However, while we are doing that you have also to consider the
American interests, which also require consideration and it is the
balancing of those interests that makes it. difficult to consider the one
interest without taking care of the other.

Mr. Conte. If you could show me that it is injuring the American
interests, I would go along with you, but you cannot.

Mr. Berue. I ought to say that in private life, I have not only
taught law and practiced law, but I have been a trustee of a good
many real estate trusts, et cetera, and anything that will lower the
price of residual oil is fine with me. However, I cannot say neces-
sarily that there are not a lot of other people in the United States who
have opposed its entry into the United States,

Mr. Conte. I do not believe we should be concerned with people
who have vested interests.

Mr. Berie. Of course not. I hasten to say my interest is repre-
sentative. As a lawyer, every lawyer around this table has had to
work on interests of that kind.

I brought this out by way of illustration.

Mr. Ruopoes. Before the gentleman from New England completely
ruins the coal market, may I ask Mr. Gordon this one question, and
than I will yield back to the Chairman,

Mr. Passaan. Yes, Mr. Rhodes.

POSSIBLE STIMULATION OF ECONOMIC GROWTH

Mr. Ruopes. Mr. Gordon, in response to a question by the chair-
man a little bit earlier, I believe you made the statement that the
economies of these South American nations would probably be stimu-
lated to the point where they would, within themselves, be sufficient to
keep up these improvements but probably the dollar economy would
not be stimulated to the point where they could repay in dollars.

I have been thinking that over. I am wondering if that could be
precisely accurate. In other words, can we, with such particularity,
project the effect of this as to say that would be the situation? It
makes me wonder if really the economies of the nations within them-
selves operating within their own four walls, could possibly be stim-
ulated to the extent you say if they do not as a corollary stimulate
certain foreign exchange media,

Mr. Goroon. I think the point is this, Mr. Rhodes: The hope nat-
urally is that over the duration, not simply of the thing we are talking
about here, but of the 10-year program, that President Kennedy has
spoken of in discussing the alliance for progress that the great bulk of
Latin America can be brought to a position of what is called self-
sustaining economic growth without this kind of abnormal assistance
on a soft loan or grant basis and doing that consistent with having the
right kind of democratic institutions. That, of course, is the object of
the exercise.

With respect to the balance of payments prospects, it is an un-
fortunate fact that the present foreign exchange earnings of most of
these countries are dependent on a small number of primary products,
either tropical agricultural products like coffee or bananas, or min-
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erals in some cases, like Chilean copper and Peruvian lead and zine
and now copper, also.

LATIN AMERICAN EXPORTS

Some estimates have been made of the long-term world market
outlook for Latin American exports. The National Planning As-
sociation has done a very interesting study and it was published
just a few months ago. It is not a very good outlook unfortunately.
Their problem therefore, in improving their foreign exchange earn-
ing is going to have to be one of diversification of ex ports.  In
Brazil, for example, they used to have 80 percent of the coffee market
of the world. They are down now to about 45 percent of the coffee
market of the world and still coffee accounts for by far the largest
part of their foreign exchange earnings. They are beginning to de-
velop iron ore some. They are, of course, developing quite modern
industry in the South and undoubtedly they will hope to get into
export of manufactured products, especially to ot her Latin Alnt:.mcan
countries because they are a natural center for this. But so far as
dollar earnings are concerned, which was the question before us, 1t
looks as if it is going to be very difficult.

Now, apart from funds of the kinds that we are talking about
for social progress purposes, they, of course, do need, for all reasons
that were just discussed between you and Dr. Berle, capital for eco-
nomic development projects: economic development projects both in
the public sector like ports and harbors and in the private sector in
all kinds of industrial fields. If we want them to rely either on the
hard lending institutions or on private capital for these kinds of
things, they must have some debt servicing capacity available to
finance the servicing of those kinds of loans or investments.

I think it is most important that that side should not be sacrificed.

Mr. Ruopes. This program does not do that.

Mr. Gorpon. This is right.

Mr. Ruopes. Let’s talk about this program. The thing that
bothers me and I am sure is bothering the chairman, is that we will
find ourselves having financed the construction of low-rental hous-
ing, other social improvements in the country and having tried to
raise the standard of living of the people far beyond the economic
base upon which they must operate. Thereafter, in order to protect
our investment, we will be in tﬂw position of maintaining these various
social improvements, which we have put in around the world ad
infinitum. In other words, we will either have to maintain these
people in the style to which we have accustomed them or we will
have to see the whole thing fall and say it is a failure.

I think the worst thing that could happen to this country would
be to have a failure of that kind in that part of the world. This to
me is the nut of the whole problem.

Mr. Passman. If the gentleman will yield, that is my grave con-
cern. This is a long-range program, as we will certainly establish
for the record. If we could start this program off on a sound founda-
tion, properly planned, it would have the support. of the American
people, it would have the support of the Congress.
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Now, if we get off on a slipshod basis, you may get this appropria-
tion, but the program might fall of its own weight because of the
feeling of the people back home. "

That is why I wish we could pin this program down for even one
nation. That is why I wanted Mr. Cutler to give us the specific plans,
programs, projects, and estimated cost for one country, and let that
be an example and established as such.

The Congress would then be in position to support you, and so
would the American people. If you start this program off on the
slipshod basis thus far indicated, even though the goal is meritorious,
you haven’t justified a single project.

We have been dealing solely with generialities. That is my worry.

Mr. Ruopes. If Mr. Gordon will give us an answer to this question,
I think he will have progressed his case far along the way.

IMPACT OF SOCIAL PROGRESS ON ECONOMIC PROGRESS

Mr. Goroon. The question which you raised which T think is a
little different from the question the chairman just raised is one that
I have given a great deal of thought to: How does this type of pro-
gram fit into a hoped-for long range development which is both
economic development and contains social progress? The President’s
message made it very clear that this is not a charity handout kind of
program. We are not trying directly to build houses for people or to
feed people or to educate people at our expense. It is perfectly clear
that 1f you take $500 million and spread it over roughly 200 million
people vou get about $2.50 per capita and on that kind of basis you

cannot do any of these things.

Mr. Ruobves. You are not going to do that. You could, however, go
into a certain small area with a massive spending program and really
dislocate their economy.

Mr. Goroon. Certainly. If we did it by just trying to raise their
consumption levels with our resources this could be a terrible mistake
and I for one would not want to have any part of it. What we are
trying to do is to provide both the techniques and the kind of seed
C(L])lhll to help along the mobilization of their resources and the effec-
tive application of their resources and of course, the increase of their
resources. That is where the economic and social sides of this fit
together.

They may then be able to carry on these social improvements indefi-
nitely into the future without further outside support from us.

How does this happen? Well, in the agricultural fields it is per-
fectly clear that where you have—as you have for example on the
high plauteau in Bolivia and Peru, the area that Mr. Berle was refer-
ring to—millions of people scraping an exceedingly meager living
out of rather barren land, with the land being more and more sub-
divided as the population increases, those people are just on the edge
of subsistence.

They cannot constitute a market for anything. They cannot pos-
sibly finance decent housing no matter how much credit is made avail-
able to them, so what does one do?

The resettlement programs for the slopes of the Andes on the

astern side, which is well watered, fertile, and largely vacant at
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the present time because there is no aceess to them should provide—
and there has been enough experience to indicate that it can in fact
provide—a decent living for people; provided that in addition to
getting aceess to these lands they get some technical help with respect,
to what to grow and how to grow it, that they get some credit, agri-
cultural credit in the normal sense.

So we would expect in such a case a package, the duration being
one of several years, which would include the sort of access roads
that Mr. Berle spoke of, it would include some seed capital for agri-
cultural credit institutions which the countries would mainly finance
themselves and would provide for the supervised credit type of tech-
nical assistance, agricultural extension work so these people would
know what to do.

BASIS FOR NOT UTILIZING DLF

Mpr. Rirones. Why doesn’t the seed capital fit under DLF? This
has been bothering me.

Mr. Passyan. Or maybe Export-Import ?

Mr. Ruopes. I imagine not Export-Import Bank because of the
fact these are not prime loans. DLF does not make prime loans.
I will give Mr. Gordon the best possible break here and ask why
it does not fit under DLF.

Mr. Gornoxn. Well, obviously the DLF could be equipped with the
funds to do this. Our thought has been first that better projects
will be worked out by the Inter-American Bank working with its
member countries than would be worked out with us bilaterally;
secondly, that a project of this kind ought to be worked out as an
integrated package. The land contributions by the Government con-
cerned, the agricultural credit institutions, the roads, anything that
has to be done in the way of water supply and santation arrange-
ments and the like, this should be a package and the provision of the
supervised ecredit and technical assistance that goes with it.

If one tries to divide up the various pieces of such a package among
different agencies, each of them trying to negotiate its particular part
with its particular notions as to what its policies ought to be, I think
it would just be very much more difficult to make progress than if
the Bank is in the position to negotiate the project as a whole. This
is the reason for wanting to put the Bank in a position to do the
whole thing.

‘When this happens, not only does the productivity of these resettled
people go up so that they eat better and they can live better, but they
are able to market some of these agricultural products; they are able
to repay the credits which have been advanced to them by these credit
institutions, and in due course the credit institutions will be able to
repay the Inter-American Bank, but all in local currency. These are
not typically dollar earnings, but they are a very substantially in-
creased standard of living for the people concerned. The record is
good on these supervised credit activities to the extent that they now
exist, and there are some in quite a number of countries in Latin
America, most of them grossly inadequate in scale. This is the prob-
lem. They are pilot projects dotted here and there all over the place.

In Brazil alone there are pilot projects in about seven or eight of
the main agricultural states. But they simply do not cover enough
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territory. They do not reach enough people. Where they do exist
the loan repayment record is extraordinarily good.

Mr. Ruobes. You have said that we feel we could do this through
the Inter-American Bank better than we could through bilateral aid
proposals. ; ]

Why have we not used the Organization for American States in-
stead of using the devices of this bank? It seems to me what you are
doing here is setting up a multilateral loan, or technical assistance
program somewhat similar to the U.N. program, but on a regional
basis.

Mr. Berre. May T take that if the Congressman will permit me?
The OAS for practical purposes is a medium of diplomats. Although
I have been in diplomacy L:t!f my life as a way of getting business
done, that is the worst way of doing it. You have to have someone
else besides that. The Economic and Social Council functions as a
general overall policy mechanism, but as for the proposition of get-
ting a plan and a business operation forward it would not be equipped
to do that. The Inter-American Development Bank as it is worked
out would be equipped, staffed, and manned for the purpose of doing
this kind of thing.

ABILITY OF INTER-AMERICAN BANK TO DEVELOP PROJECTS

Mr. Passman. We are very interested in the soundness of the proj-
ects. Did you say a moment ago that better projects would be worked
out by the Inter-American Bank than through U.S. bilateral aid,

Mr. Gorbon. My view, Mr. Chairman, is that the Inter-American
Bank is better able to work out with the Governments concerned their
measures of self-help and particularly the rather delicate problems of
legislative reforms.

Mr. Passman. You said better projects. I am interested directly
in what you meant by “better projects.”

Mr. Berie. If the gentleman will yield, I would like to answer that
myself if T may.

Mr. Passaan. Please do.

Mr. Berie. A good many of these problems, especially in the Cen-
tral American smaller states, involve two or more states.

For example, you can put one cement mill into Honduras which
will supply the Honduran market but will need to be economic; also
a market i Nicaragua, perhaps Salvador, and other countries.

By consequence, you will need to make a first really good project,
frequently a mechanism, which includes the representatives ni! two or
three other states.

I have a tangible illustration, if you are interested in that. The
United Fruit Co. is under a decree of the antitrust law requir-
ing it to divest itself of its properties. It is proposing to dispose of
a large part of its Jand holdings which are respectively in Honduras,
Salvador, Guatemala, and I think two or three other countries as
well, under a plan by which they will undertake the marketing of the
product and technical supervision. There are other elements to the
plan. In order to do that well, you will need the concurrence of I
should think at least two states, Guatemala and Honduras where the

meaning the Development Loan Fund, or any other lending agency ?
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bulk of the landholdings are. The Inter-American Bank, of course,
is ideal for the kind of an arrangement. Otherwise, the bilateral
operation has to be complicated by diplomatic proceedings on a tri-
partite basis. This could all be done in a single executive committee,
you see.

Mr. Passman. At this stage, it is speculative, and not positive, as
to what will be done, is it not? You have a new agency, new person-
nel, a new bank. You are already indicating that they can do a bet-
ter job than a lot of the established institutions which have been doing
business and making loans to others for years. It is interesting, but
is it speculative or positive that those things can be done?

Mr. Berre. I think you could say it is as positive—there is no such
thing as really positive in this world, Mr. Chairman.

Mr. PassmaN, Please give me another word for it, then, Mr. Berle.

Mr. Berre. I would say it was foreseeable in all reasonable business
probability.

Mr. GorooN. Could I add one very brief comment ?

I was looking through my papers to find one example of a pilot
project of the kind I was talking about. This is in an isolated Indian
community in Mexico where a supervised credit program was started
to help them establish poultry farms. This one began with a small
credit of only $8,000 3 years ago. At the present point, instead of a
few poultry farms, which were financable with the $8,000, today there
are more than 50. The initial credit has been totally paid and the
Indian cooperatives possess sufficient resources to continue the ex-
ploitation of their poultry farms themselves and even to grant credit

to other communities interested in participating in this project.

This is a very small-scale example of the way in which seed capital
can increase productivity.

Mr. Ruopes. From what agency was that started, sir?

Mr. Goroon. That was started by an agency called the Regional
Fundamental Education Center for Latin America, which apparently
belongs to UNESCO. It was a U.N. project.

AUTHORITY OF ONE CONGRESS TO BIND ANOTHER

Mr. Passymax. Doctor, do you subseribe to the understanding that
one Congress cannot legally obligate another Congress to carry out
specifics not spelled out in legislation ?

Mr. Goroon. I amsorry, Mr. Chairman——

Mr. Passman. Can one Congress through making a public state-
ment obligate a future Congress ? _

Mr. Goroon. Do you mean commit it without actually having
legislation ?

Mr. Passman. Legally, yes.

Mr. Goroon. Well, you are speaking of a mere congressional
resolution ? '

Mr. Passman. I am speaking of anything in one Congress, through
its public pronouncements or statements on the floor. Can one Con-
gress obligate another one to enact legislation

Mr. Goroon. Can one obligate another to enact legislation,
certainly not.
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Mr. Passman. Is this not the equivalent? The legislative branch
is apparently becoming somewhat of a rubber stamp for the executive.
I am speaking for myself. Other members may not share my views.

Mr. Ruooes. We are just not as brave as you are.

Mr. Passman. Maybe you possess somet hing I do not have. There
are more good reasons why there should be a motion from vour side
of the table, if parliamentary procedure would permit it, that we
suspend hearings here and now, until we get this on a solid foundation.

I shall quote now from one of the great men in Government, Secre-
tary Dillon, who stated at the Bogot4 Conference:

“The Government of the United States is prepared to devote over
the years ahead large additional resources.”

We are starting on a program, and when you say “devote over the
years ahead large additional resources,” we are getting into some-
thing to which we are committed that could eventually mean an outlay
of billions of dollars. Why wouldn’t it be desirable to get this off on
a sound basis, and make the appropriation based upon planned
projects and programs? These people have waited 200 years, or more
for this. Why do we have to do it yesterday ?

Mr. Goroon. Mr. Chairman, I tried to explain yesterday.

Mr. Passman. Are you familiar with Secretary Dillon’s language?
Would you not say that even though there is not a legal commitment,
this is a moral commitment to support this program? And, Mr.
Dillon is the one who said that it may require 30 years, under certain
phases of our program. If we are em arking upon a program to take
us way off into yonder, then why would it not be wise to do so in
a businesslike manner? We are here just exchanging in generalities,
smiling at each other oceasionally. We have not pinned down one
single thing since we started these hearings. If we could get to deal-
ing in specifics and pin down some of this we would be happy to sus-
pend hearings so that you might get with Dr. Cutler and pick one
nation where you could pin this down. You could say, “Here is what
we plan.”

Mr. Gornow. The Bank is clearly not in a position, Mr. Chairman,
without either authority, which it lacks without this trust agreement
being signed, or funds, to negotiate specific loan agreements.

Mr. Passman. Then, you are asking for a blank check. You want
this committee to recommend an appropriation, when all you have is
just a general outline of what could be accomplished. You are not
showing where the money is going to be spent. You say it will be
spent in this general area. Tt might be for flood control or reclama-
tion, or for hydroelectric projects; it could be spent for a lot of dif-
ferent things.

Mr. GorooN. No, it could not be spent, for hydroelectric projects, it
could not be spent for flood control projects.

Mr. Taser. Why not?

Mr. Goroon. Because the trust agreement which we propose to
sign with the Bank specifically delimits the fields for which it could
be spent and they do not include the fields mentioned by the chair-
man.

Mr. Passman. Under the present Inter-American Development
Bank what percentage of the total capital do we put up?

Mr. Gorpon. The present capital ?

?
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Mr, Passman. Yes,

Mr. Goroon. Mr. Dillon gave those figures. Out of the regular
lending operations it is $350 million out of $800 million and out of
the fund for special operations, $100 million out of $150 million.

Mr. Passaan. Two-thirds in that instance.

They received 250 applications for loans and selected 112. That
leaves 138 outstanding. Could any of the applications that had to
be declined be met out of this new appropriation ?

Mr. Gorpon. Mr. Chairman, I do not know the contents of all those
applications. That is in the Bank.

Mr. Passmaxn. I did not ask you to know the content. There are
138 applications that had to be rejected. Under the appropriation
being considered today, could they, if they got the money, make the
loans for the other 138, or any part of them ?

Is the legislation broad enough to permit picking up those applica-
tions and considering them ?

Mr. Goroox. Mr. Chairman, I do not understand that the Bank
rejected them. I have a Bank document here which refers to these.
Actually, this goes 1 month further.

Mr. Passman. It selected 112 of these for active consideration, as
representing the most feasible projects and those most. likely to con-
tribute rapidly and directly to the development of Latin America.
Now, as to the 138 that they could not accommodate with loans, would
you interpret the authorization as being broad enough, if they should
elect to do so, to make the loans to the other 138, or a part of them,
out of this appropriation ?

Mr. Goroon. Mr. Chairman, I do not know what the 138 are for.

Therefore, I do not know the answer to your question.
Mpr. Passman. Then, you do not know ?
Mr. Gorvox. That is right.
Mr, Passyan. Neither do 1.
Mr. ALexanper. Will the gentleman yield ?
Mr. Passman. Yes.

TYPES OF PROJECTS TO BE FINANCED BY THE BANK

Mr. Arexanper., Doctor, I am very much concerned as to just what
progress you might be able to make. Assuming the committee ap-
proves the request for $500 million, of which $394 million would be
turned over to the Inter-American Bank, then the Bank will have
available approximately $950 million for loans; is that correct?

Mr. Gorbon. That is right, sir, yes.

Mr. Avexanper. Now what types of projects will qualify for a
loan from the Bank? Will irrigational projects qualify ?

Mr. Goroon. Under the Bank’s regular lending capital and regu-
lar authority which exists now, irrigation projects would qualify,
certainly.

Mr. Arexaxper. Will they qualify under the $394 million ?

Mr. Gornon. No, sir.

Mr. Avexanper. Would publie health centers qualify ?

Mr. Gorpon. Public health centers are not included in the pro-
posed range of Bank jurisdiction, no. They would qualify for as-
sistance from the ICA out of the $100 million but not from the Bank.




168

Mr. Arexanper. What would improved land use include?

Mr. Gorpox. We have the language here which indicates what the
Bank’s range could be in the trust agreement itself, Section A deals
with the land field, 104-A on page C-3.

Land settlement and improved land use, including access and feeder roads,
assistance to agricultural eredit institutions, assistance to supervised credit and
agricultural extension, and development of storage and marketing facilities:
provided that resources of the fund shall not be used for the purchase of agri-
cultural land.

Mr. Avexanper. Wouldn’t your statement under section 104(a),
“Land settlement and improved land use” include soil conservation,
reclamation, almost anything that you wanted it to?

Mr. Goroon. If you mean by reclamation, the building of an irriga-
tion dam, no, it would not include that.

Mr. Arexanper. That is in your mind, but is that in the mind of
the people who are going to make the loans and administer this
function ?

Mr. Goroon. We discussed this question with the management of
the Bank. It is perfectly clear in their minds; yes, sir.

Mr. Arexanper. I am sure you have discussed it many times but is
there anything in writing that would specify and prohibit the type
of thing that I just questioned you about, for instance, the irrigation
projects?

Mzr. Goroon. No, there is nothing in writing besides what is here,
but there is, as Secretary Dillon indicated——

Mr. Avexanper. Wouldn’t you agree with me that improved land
use would include that?

Mr. Goroon. The term “improved land use” by itself, of course,
could include that. The reason the language is spelled out with the
further definition here is to indicate the kinds of land use improve-
ments that the funds are to be used for.

Mr. Avexanper. Is there anywhere in writing that this committee
could specifically tell whether certain things would be included or
not ?

Mr. Berre. Would it be wise to do that?

Mr. Passman. If the gentleman will yield, how are we going to
consider an appropriation unless you at least let the committee know
what you are going to do with it ?

Mr. Berce. I think that is true. I merely know, having been
through this several times, that you get to particular situations and if
you make rules too rigid, you discover that the one thing you really
need to do to tie the thing up

Mr. Passmax. But you do leave the loophole for irrigration proj-
ects; do you not ?

Mr. Berre. I do not think we do as a matter of fact, but T still
would like to fire a shot for the man or men who will be administering
these projects and whose task it would be to get a competent and
thorough job done and T am thinking of certain valleys for example,
where I have seen these men working on these projects, as some of the
rest of you have in Colombia, perhaps in Haiti or elsewhere, and to
be too rigid sometimes means that you haven’t been given the kit of
tools necessary to do the job. '

Mr. Passman. Then you do leave a loophole for them ?




169

Mr. Goroon. Not really out of these funds for large-scale irriga-
tion projects, Mr. Chairman. It would be very odd, I think, for
legislation to specify all of the things that may not be done.

Legislation specifies what may be done. These are the same terms.

Mr. Arexanper. Would school construction projects be included?

Mr. Gorbox. Not in the case of the Bank, but it would be specifically
included in the case of the ICA, yes.

Mr. Avexaxper. What could you build under water supply and
sanitation facilities? That is a rather broad field left as is. What
could you build under that ?

Mr. Gorpox. I think the intention is to assist with the water supply
problem, which as you know is one of the major public health
problems.

Mr. Taser. That is being used right here in this country for the
purpose of building all sorts of flood control and reclamation projects
and that would not help us a bit.

Mr. GorpoN. The language here is, “community water supply and
sanitation facilities,” We are talking about potable water. We are
iwt talking about either industrial or agricultural water supplies
1ere,

Mr. Taper. Those are things that can grow once you get started.

Mr. Avexaxoer. I would like to cover one or two others. In section
1.05, “In addition the Administrator shall utilize the resources of the
fund to provide technical assistance,” related to all of the improved
land use, community water supply, sanitation, housing.

Under “housing” could you have slum clearance projects?

Mr. Goroon. Mr. Congressman, the type of housing which is re-
ferred to here, the type of housing projects are, of course, specified
in (b) up above, housing for low income groups through assistance
to self-help housing and institutions providing longer term housing
finance and engaged in mobilizing domestic resources for this pur-
pose.

TECHNICAL ASSISTANCE TO BE RENDERED BY INTER-AMERICAN BANK

Clearly, and I have a quite interesting example of this, the aided
self-help housing might be to replace a slum. The contribution that
the Bank would make in the form of loans would be loans for mate-
rials, things other than the labor which is provided by the occu-
pants themselves, so that one can say that such an aided self-help
project to replace a slum was kind of a slum clearance. In that
sense, it would be. With respect to the technical assistance provision,
what is meant there by technical assistance related to projects is as-
sistance in the engineering of projects, assistance in the management
of projects where the agency concerned in the recipient country does
not have properly qualified supervisors for it; technical assistance of
that type tied to the particular project. In the case of the supervised
agricultural credit projects where the credit is directly r'f'Ilafed to
agricultural extension help, it might include the provision of a tech-
nician on the project to help train local people to carry out the agri-
cultural extension activities. It is that kind of technical assistance
tied in with the specific projects which is intended by this particular
paragraph.
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I would like if I might to show you a case. This is a slum clearance
project, if you will, which has been carried out in Guatemala, I
believe.

Mr. Passaan. Under this fund ?

Mzr. Gorvox. No, sir; nothing has been carried out under this fund.
This is just to indicate the kind of thing. It is a pilot thing to indicate
the kind of thing that might be done.

Mr. Arexanper, That was under ICA. How was that project
financed ?

Mr. JouxstoN. Through ICA.

Mr. Taser. Did they get any contributions?

Mr. Gorbon. Yes, they did, Mr. Taber.

Mr. Taper. How much?

Mr. Gorbon. As T recall, it was about 50-50.

Mr. Taser. I do not see why when we ask questions you do not give
an answer. Give the information so that we can get these hearings
over with sometime.

Mr. Passman. This is important, if the gentleman will yield at this
point.

LACK OF DETAILED PROJECT DATA

Are we not again dealing in examples, and not in specifics? You do
not know whether any of these projects will be carried out as illustrated
in the presentations. Isthat a statement of fact?

Mr. Gorvon. Excuse me, sir,

Mr. Passyan. We are dealing with examples of what could or
should be done, what is desired, but we are not dealing with any spe-
cifies. Did you not state yesterday that these examples could be modi-
fied and conceivably the money would be spent for something else?

Mr. Gornon. Ididsay that. -

Mr. Passman. I wanted the record to show that we are dealing
with examples.

Mr. Goroox. But the money can only be spent for projects of this
type and it is my belief that many of the projects that have been
submitted to you will in fact be projects that ave selected, although
not necessarily in the amounts indicated.

Mr. Passyman. I wanted to be sure the record shows that this is
speculative, and not positive.

Mr. Avexaxper. Could loans be made by the Inter-American Bank
for the building of any type of industries?

Mr. Goroon. No, sir; not under this fund. Of course, it could be
done out of its regular——

Mr. Avexanper. I understand. We are talking about what we are
considering here for appropriations.

Mr. Gorbon. Industrial development is completely outside this pro-
gram, Congressman.

Mr. Avexaxper. How about labor training centers? Could they
be built.?

Mr. Gorpox. The Bank would not be involved in that, no. The
ICA under its education and training program very likely would be
involved.

Mr. Avexanoer. It is very interesting to get all of these that can
and cannot be brought under the program but what disturbs me is
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how this committee can Ied“\ determine what could be done under

section 104 because the 1 anguage, as the Ambassador says, is very
broad. Iam sure that you have it in your mind exactly what you want
to do but it is not very clear to me ‘what you intend to do because I
think that the language there would allow you to do many of the things
lh at you say you donot intend to do.

Mr. Goroon. I do not think there is anything in here at all which
refers to industrial projects under any of these headings. With re-
spect to the education and training, since they are proposed for as-
signment to ICA, they are covered in the description of the division
of function, which is on pages 30 to 31 of the book and on page 31,
the unclassified book, it is said specifically that the TCA will be re-
sponsible for the following. The first item is education and training
programs, including projects to assist in the strengthening of free
demoeratic trade unions.

Elsewhere in the book

Mr. Arexaxper. They could do that under their old program in
ICA, and not with just this $100 million. In fact, they are not limited
in anything that they want to do that would st imulate the ec onomy.

Mr. Goroon. They are limited, sir, in this sense: That they can
assist in the training of people, including some training in this coun-
try as well as the sending of technicians to assist there, but they are
limited with respect to the complementary assistance in the form of
instruetional items. laboratory equipment, and aid to construetion,
which are needed for a total training project.

Mr. Avexanxper. Would you say under this loan program you could
have water pollution control projects?

Mr. Goroon. T would say not in the sense that this is done in this
country. ‘The objective is to get potable water for communities. If
at the present time, as is quite frequently the case, the only water
available to a community is polluted water because of open sewers
and things of that kind, c¢learly the water supply and sanitation proj-
ect would be designed to replace that by a clean water supply. This
would not be, for example, for the control—

LAND RECLAMATION PROJECTS

Mr. Taser. Would the gentleman yield for a question?

On page 5 of the other document it says:

Land reclamation demonstrations, estimated cost £500,000. Funds would be
nsed to purchase equipment to demonstrate the latest techniques in land recla-
mation in—

It goes on along that line. That does not go with the picture of
no reclamation. Itevensays—
demonstration of modern methods of water exploration, irrigation, and brush
killing, together with proper replanting techniques, will make a significant con-
tribution to the development of this vast area and make a large quantity of land
available that is not now being used.

Mr, Gorpox. That is right, Mr. Taber. That is a pilot demonstra-
tion project. That is the kind of thing which the ICA can now do,
and indeed, as the next paragraph indicates _

Mr. Taeer. This is not an indication of what the ICA would do.
These are the justifications for this proposal.

Mr. Gorooxn. That is right.
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Mr. Taser. We cannot screen out every bit of that which does not
jibe with what we have been told.

Mr. Goroox. Mr. Chairman, I was asked, I thought—I may have
misunderstood the question—whether these funds could be used for
financing a reclamation project in the sense of the building of a large
irrigation dam. The answer to that is, no. The demonstration of
methods of water exploration and demonstration of methods of irri-
gation are quite different from a project of that sort.

Mr. Ruopes. How can you say that, Dr. Gordon, in view of the
language on page C-3, under A, “Land settlement and improved land
use”? With those words standing alone without explanation, that
does not mean anything but a reclamation project.

Mr. Goroox. 1 agree with you, Congressman, if the words stood
alone without explanation, but they do not stand alone.

Mr. Ruobgs. 'E‘Imy do. The next word is “including.” Tt is not
inclusive. Read the rest of it. There is nothing exclusive about this
explanation.

Mr. Goroon. It was intended to be indicative of the types of land
settlement and improved land-use projects that are contemplated
under the program.

Mr. Ruopes. If T have anything to say about it, if this bill is re-
ported out, there will be something in the committee report which is
much more exclusive than this.

Mr. Passman. If the gentleman will yield, this is only a suggestion,
but I still do not think we would offend our neighbors if we could
some way suspend this plan temporarily. They have waited more
than 200 years for it. We are going into a 25-year program, per-
haps—I hope not—to cost many billions of dollars. If we cannot get
this started off on the right foundation, I do not think the American
taxpayers will support you very long in this program. Yon are asking
for a blank check. You are doing it on broad generalities and as to
how much confidence you have in an institution which is set up to
administer the funds. So far as specifics, they are not there. We
actually do not know.

Mr. Goroon. May I make this one comment first. T am sorry to
have to disagree with you, but I do think the characterization of this
request as a blank check is not an accurate characterization.

Mr. Passman. You have not appeared before the Appropriations
Committee before, evidently, if you expect this committee to recom-
mend funds upon the basis of what you have offered here. It would
certainly be the exception, and would establish a precedent if we
did so.

Mr. Taper. It is a blank check, and there is no use kidding yourself
about it.

Mr. Passman. You may not like the way we express it, “blank
check,” but it is equivalent to a blank check. We are not literally go-
ing down and get. you a check and hand it to you, if you want to pin
it down to pure technicalities; but let me repeat, it is the equivalent to
a blank check. Do you agree with that?

Mr. Taser. Absolutely.




173

ICA OBLIGATIONS BY JUNE 30, 1961

Mr. PassaraN. Mr. MacPhail, how much money does ICA intend to
obligate out of the $100 million by June 30, if you get the money !

Mr. MacPuAIL. If we get the money, Mr. Chairman, we have esti-
mated it will be possible to obligate $50 million.

Mzr. Passman. We shall ask you to pin down specifically the pur-
poses for which you are going to obligate the money, because you
could not tell this committee that you are going to obligate $50 mil-
lion and be accurate without having gone over specific projects. So
we want you to detail the information—what projects, what country,
and what amount in what country. You had some way of arriving
at the $50 million. Please explain to the committee how you did it.

Mr. Taper. During the noon hour, figure that out.

Mr. Passman. We want you to tell us what country, what projects,
what amount, and when you arrived at these estimates, each one.

Mr. MacPaam. Yes, sir.

Mr. Passman. We shall recess until 1:30 o’clock.

AFTEENOON SESSION

Mr. Passaan, The committee will come to order.

Mr. MacPhail, yesterday 1 believe you stated to the committee that
of the $100 million requested in this item to be administered by ICA,
part of it would be for technical aid and the other part for capital
improvement items, and to attempt to give us a division would be
strictly a guess. We accepted it that way. Today, so as to close that
phase of the examination on the particular request, we asked you what
part of the $100 million would you expect to obligate in fiscal 1961
if you receive the funds? You responded with a specific figure of
$50 million. How do you reconcile your statement today with your
statement of yesterday ?

Mr. MacPaaIL. Mr. Chairman, I do not see there is anything in-
compatible in the statement we have estimated in this program there
will be obligations in this fiscal year of approximately $50 million.

Mr. Passman. Specifically, to arrive at $50 million, you had to do
a certain amount of research. Did you have to enter into contracts or
agreements ¢

Mr, MacPuaam.. No, Mr. Chairman,

Mr. Passyman. Then, this again is strictly an example, or an esti-
mate.

Mr. MacPaam. Itisan estimate.

Mr. Passaan. You have no firm commitments ?

Mr. MacPraA1L. We have no firm commitments.

Mr. Passyan. It could be $50 million ; it could be zero.

Mr. MacPuarwn. It could be $75 million. This is an estimate.

Mr. Tager. Give us a breakdown.

Mr. Passman. It could be $100 million or it could be zero. There
is nothing firm at this time.

Mr. MacPaain. The $50 million was based on our best estimate
from the projects which had come in.

Mr. Taper. What does the $50 million include ?

Mr. Passaan. You promised before lunch that you would tell us
specifically the contracts that you had entered into with the govern-
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ments, the cost of the projects, the original allocation, and you would
give us something firm. The committee stated very definitely that
if you made a statement that you could not substantiate, you could
withdraw it. As you say you do have firm commitments, confracts
which would require this, even if you got the money May 1, I believe,
which would give you only 60 days, please give us a list of the projects,
what countries, and when you entered into the contract.

Mr. Taser. And the amount.

Mr. Gorpon. Before Mr. MacPhail replies to this, could T put this
point in perspective, because there were a number of related questions
on this this morning, and I would like to explain exactly where we
stand, what we are trying to do, and how we are trying to help the
committee.

You used the term “blank check™ this morning, and I indicated
some concern about that particular phrase because I do not think this
is a blank check. First, 1t is limited in amount. Secondly, it is for a
defined set of purposes. Thirdly, it is to be used through a defined
method of administration or through methods of administration and
under defined conditions.

I do not mean to suggest that the program presentation which is
being made here contams the kind of specificity and detail which is
done in the normal course of events in connection with ICA technical
cooperation programs. We tried to explain yesterday precisely why
it does not. This has to do with the character of the program, the
character of the effort to help and do social reform measures in Latin
America, and the political conditions which were described in the

President’s message, in Secretary Bowles’ testimony, in Mr. Berle’s
testimony, and in my own.

LACK OF FIRM PROGRAM FOR USE OF FUNDS

With respect. to the flexibility of the Bank part of this, it is, of
course, customary in the U.S. contributions to international institu-
tions for there to be some flexibility. Otherwise, there would not be
any point in having the international institution do the administra-
tion. This morning Mr., Alexander and Mr. Rhodes asked a number
of questions as to the meaning of various paragraphs which deseribed
the functions that the Bank is supposed to perform under this. I tried
to answer those to the best of my ability. T think it was quite clear
that there are certain types of activity which are clearly outside the
program entirely, such as industrial projects, irrigation works of the
dam-building type, hydroelectric projects, and the rest. I gather that
Myr. Rhodes felt there was some ambiguity in the particular language
in the_ trust agreement as it stands. What was said here, of course,
would become part of the legislative history. It would be helpful on
those points, particularly on the agricultural and land-use section, to
have some further clarification of this. We would be perfectly happy
to try to work out language to be put in the committee report to make
this clear. There is really no ambiguity on our part as to what is
actually meant. Of course, this is supposed to be a fairly succinet
document, and if the words do not make this clear, we want to make
clear what the intent is. '

With respect to the ICA part of this, which we were discussine
immediately before lunch, we have said that we do not have fully de-




fined projects. We do not have any contracts with recipient
governments.
© Mr. Pagsaran. Oragreements?

Mr. Goroon. We do not have agreements, the equivalent of contracts.

Mr. Passaran. Are we still in accord that these are examples, and
they may or may not be carried out ?

Mr. Gorpox. This is what T wanted to explain, Mr. Chairman.

Mr. Passmax. Would you just answer before you explain it, so
when I get to the record 1 will understand it. Ave we still in agree-
ment on that ?

Mr. Gornon. Iamsorry.

Mr. Passaran, You answer it as you see fit.

Mr. Gorpon. Thank you.

BASIS FOR ANTICIPATED OBLIGATIONS OF $§50 MILLION BY JUNE 30

We have submitted here a paragraph-by-paragraph summary ex-
planation of roughly $187 million, I think it is, \\n:tllﬂf]lltl[lnwll‘ni]lll
have been wpm'u'tl to us by our missions in these various countries,
which are in differing degrees of refinement at the present time. These
are not contraets. Ilw\' do not constitute commitments on the part
of the United States. They are not firm bilateral agreements, as I
have said before.

Most of the items there, however—this is the reason they were
selected from the longer list—are items where the country has already
done a good deal in this field, where its prospective contribution can
pretty clearly be expected, where the right kind of legislation alve: u|\'
exists, and where, therefore, we believe that the 1wgul1‘umn of
specific project should be possible in a short time. As I said waf)r'('.
it may not be in the particular amounts which are indicated. The
precise number of technicians and this kind of thing we do not have.
We do have a pretty clear idea of what is intended.

What Mr. MacPhail can do and what we would like to have him
do, subject to your permission, is to go through these case by case and
indicate what they are, where (lw\ stand, and why they are suffi-
ciently advanced that we believe that out. of this total as much as $50
million could be converted into firm agreements with firm commit-
ments on the part of the recipient governments and firm commit-
ments on our part before June 30.

Mr. Passman. In going over your justifications you referred to
examples of what should or conld or m: 1y be done. You stated yester-
day that you may accomplish the work outlined on these projects in
entirety or you may not accomplish any of it. It may be some other
project for which you would use the money. I do not know of any-
thing which could be any more uncertain, in thll you may abandon
altogether these projects referred to as examples.

Then we move on to the statement of yesterday, when we were try-
ing to establish the division between technical assistance and capital
improvements out of the $100 million. It was stated that there was
no division, and then the answer would be that any answer would be
a guess. Now, today, it was stated, before we recessed for lunch, that
it. could be detailed as to how and where the $50 million would be
spent. If you are going to put in the record where it may be spent,
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where it could be spent, or where it should be spent, that is one thing;
but what we want to know—and it would have been just as easy to
have given us a direct answer—is whether or not you have any firm
agreements on projects where there is a sound estimate as to the cost,
and projecting the cost to completion. You do not have that infor-
mation, do you?

Mr. MacPrar. We do not have agreements or commitments on any
of these projects. We do have estimates as to the cost of the project
and period of completion on a number

Mr. Passman. Give us an estimate, if you will, on what projects,
in what country, when you arrived at these estimates, and what the
ultimate cost will be,

Mr. Gary. Will the gentleman yield right there?

Do you have any right to enter into an agreement before you get
an appropriation ?

Mr. MacPuam. We do not, sir. This is the reason these are esti-
mated costs and estimated completion dates, with estimates of the
numbers of technicians and participants.

PROPOSED PROGRAM IN HONDURAS

Mr. Passman. Now, one country. Let us start. What country do
you want to pick ?

Mr. MacPuam. We can start with Honduras.

Mr. Passman. All right, sir, Let us get over to the page showing
Honduras.

Mr. MacPuaiL. That is pages 50,51, and 52,

Mr. Passman. Let us clear this up first. Are we dealing with an
example of what may be done or what shall be done?

Mr. MacPramwL. This is an example,

Mr. Passman. This is an example. All right. It was stated yes-
terday that the examples may or may not be a guideline, that you
may not do any of the things set out in the examples. Are you
reversing that position today ?

Mr. Gorpon. Mr. Chairman, T would like to answer that, if T may,
because I made the statement yesterday.

Mr. Passman. Go ahead, please.

Mr. GorooN. Your question is posed in such a way that you leave
no space between the two extremes of saying that these are the specific
projects which will be done on the one hand, or that none of these
will be done on the other. I stated yesterday and I should like to
repeat today, if I may, that these are not just blue sky dreams. These
are projects or proposals which add up indeed to more funds than we
are asking for or authorized to ask for. I believe if the funds were
appropriated, the ones that will be done will be largely but not
necessarily all from the ones which are shown in this book.

I also said with respect to any particular one in here, I cannot say
that that one will be done.

Mr. Passman. But did you change your testimony today, as com-
pared to yesterday when you said none of them may be done, that you
may have entirely a different group ?

Mr. Goroox. I think, sir, if the record is reviewed it will not be
found that I ever said yesterday——
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Mr. Passman. Yousaid a possibility.

Mr. Gorvon. That we might have an entirely different group.

Mr. Passman. I am not arguing with you. Go back and check the
transcript of yesterday. Then today, you did make the statement
that you estimated you could obligate $50 million. You would have
about 2 months or so, in which to do it, if everything worked as
you wanted it to, to go back to these countries and enter into agree-
ments and contracts, some of them requiring legislation, and you
could get all of that done and go out and get this thing started and
obligate $50 million by June 30.

Mr. MacPaaiL. Yes, sir.

Mr. Passman., What is the average length of time required to
obligate new funds given to you by the Congress?

Mr. MacPrain. Six or seven months.

Mr. Passman. You are going to go into a brandnew field now, I
believe referred to as “the new scope” in technical assistance and
something that has not even been developed. You have no contracts,
no agreements with the nations, against having agreements in the
existing programs. Yet, you are going to obligate $50 million in
60 days.

Mr, MacPrar.. I would like to clarify that, if I may.

Mr. Passman. I wish that you would.

Mr. MacPuamL. A good number of the projects in here are projects
which are high on the priority list of the individual countries. In
many cases there have been demonstrations or pilot projects on which
there have been U.S. technicians working, where the countries wish
to expand the rate of progress on the projects. So a great deal of
the groundwork has been laid already in previous activities of the
ICA in the individual countries.

Mr. Passman. Did you not state previously that there was no du-
plication, that this was a “new scope,” and there would not be any
overlapping?

Mr. Gorpon. That is right, sir.

Mr. MacPram. A number of these projects—the new scope, if you
wish to identify it as that—represent additional capital to carry out
demonstration projects which have already been started and in many
cases already tested and proven. We have the general cost estimates,
the designs, and so forth.

Mr. Passman. Out of what fund did you do that?

Mr. MacPrain. Out of the previous technical assistance activities
in such fields as self-help housing and self-help school construction.

Mr. Passman. Where were you planning to get the money to do
that? Why did you do that planning when yon had no appropria-
tion? You made plans and spent money out of every other account
to do planning for projects for which you did not know whether
you could get an appropriation.

Mr. MacPaarn. We were not conducting the demonstration and
pilot programs on the basis of planning expanded programs. The
demonstration programs were designed to demonstrate in the individ-
ual countries, techniques whereby people could work together to
help build schools, to help build their own homes. These are activi-
ties which we carried out in the past over the years.

Mr. Passyaan. Under the regular U.S. technical aid.




Mr. MacPramw. That is correct.

Mr. Passyman. Of course, if you did not get this appropriation,
you would expect to complete those contracts out of your regular
appropriation, would you not ¢

Mr. MacPuarrn. If we had, for example——

Mr. Passyan. Would you give us an answer? As you planned
them under the U.S. technical aid program, and you firmed them 1up,
would you not have expected to carry them out of the regular appro-
priation?

Mr. MacPram. You would complete the demonstration projects:
yes.

Mr. Passmax. Out of the regular U.S. technical aid funds?

Mr. MacPrain. That is correct. You would not, however, expand
the activity to carry out the objectives of the act of Bogota? In other
words, there is a difference between building a school on a demonstra-
tion basis, on the basis of self-help activity, and a proposal, which is
contained in some of these, of building 20 or 30 schools or 6.000 or
7,000 classrooms. This is the difference.

SELF-HELP HOUSING PROGRAM IN GUATEMALA

Mr. Passyan. How many self-help homes did you build in Guate-
mala under the ICA program?

Mr. Jon~sron. May I check that.

Mr. Passman. You may check it and put it in the record.

(The information follows:)

GUuATEMALA ArpEp SELF-HELP HoUSING PROGRAM

The United States has rendered assistance in the construction in Guatemala of
approximately 2,000 family units which have already been completed and approx-
imately 150 family units which are now under construction under the ICA aided
self-help housing program.

Mr. Passyaan. Did ICA set up a credit in the development bank
under this program in Latin Ameriea?

Mr. MacPrar., Industrial development banks?

Mr. Passaran. Yes.

Mr. MacPuaiw, There are certain countries where we have been con-
ducting technical cooperation activities—I will have to check the coun-
tries themselves—where, in connection with the productivity program
or the industrial development program we have worked locally in
instituting development banks.

Mr. Passaan. Do you know whether or not vou have assigned any
“seed” capital to any bank in Central America out of TCA funds?

Mr. Jonnsrox. Out of ICA funds?

Mr. Passaran. Yes.

Mr. Jornston. Not tomy knowledge.

Mr. Passaran., Within the last 12 months or the last € months ?

Mr. Jorxston. I cannot think of any, sir, at the moment.

I have been notified that there has been an amount. of money sef
aside for the Central American Bank. '

Mr, Passatan. That is natural.

Mr. Gorbox. That is not an industrial development bank, of course.
Mr. Chairman. That is a bank to help get effectively into operation
the Central American Cemmon Market arrangement,




179

Mr, Passatan, It is the same type of thing as contemplated in this
program, is it not?

Mr. Gorbon. In general, no.

Mr. Passstan. When you say “in general, no,” Doctor, what do you
mean? What part would be “yes’?

Mr. Goroox. I mean that assistance under this program is not
intended for multilateral institutions developed in connection with
Common Market or free trade areas in Latin America.

EXAMPLES ONLY—NO FIRM JUSTIFICATIONS

Mr. Passman. Now, back on the technical aid, you understand, of
course, that under the regular U.S. technical aid program the recipient
country enters into an agreement and pays a share of the cost of the
program. For what part of this new program that you have firmed
up in Honduras have they agreed to pay, and what is the date of the
agreement ?

Mr. MacPaain. Sir, we have not firmed up any program with
Honduras.

Mr. Passaan. I have been waiting all day for that answer. This is
still speculative, and it is still an example. You have no program
firmed up?

Mr. MacPuam. These proposals were made by the Government of
Honduras to our embassy and our mission in Honduras and, as has
been explained before, there has been no detailed negotiation on them
whatsoever.

Mr. Passaan. No contracts in effect, as it would apply to this?

Mr. MacPratn. No; there is no contract.

Mr. Passsan. They are to be worked out?

Mr. MacPrair. That is correct.

Mr. Passman. Even in ICA, with years and years of experience un-
der the technical aid program, and through which experts have been
planning with these countries, with .1,(_"1mnm-nla in effect, with con-
tracts in effect, it takes from 7 months to 12 months to obligate the
funds; but now yon are going into countries where you have no agree-
ment, where you have no contract as suc h, where you have no specifi-

cally anmml programs, yet you anticipate that you can obligate $50
million in just a matter of weeks.

Mr. MacPrarm. Some of these projects are based on demonstra-
tion and pilot activities which are underway. In Honduras, for
example

Mr. Passsawn. Then it is duplicating, for example, is it not? Are
you not duplicating ?

Mr. MacPaarn. May I give you an example?

Mr. Passman. I am trying to find out, because I am trying to help
vou. Isthisnota duplication of other projects?

Mr. MacPraAtL. Noj it isnot.

Mr. Passman. You planned them under ICA and intended to carry
those projects out under an ICA appropriation. Now you come
along and substitute this appropriation for projects planned under
the 1'(&;_7'1]1:1.1- ICA :ll'lpl'n]n'iu.{inn. That would not be (lllplil';‘ttingf
Are you not going to do projects out of this money that you could
not do out of the other?
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Mr. MacPrain. Not in this circumstance: no. In Honduras we
have assisted in building three demonstration schools of an aided self-
help variety.

Mr. Passman. Out of ICA funds.

Mr. MacPuam. With ICA and Honduran funds used coopera-
tively, largely ICA technical assistance and Honduran labor and
effort and land given to it.

For example, there is a proposal here which wonld expand that
activity and allow the Hondurans to increase the activity and provide
approximately 1,000 new rooms in schools that are based on this past
demonstration activity.

Mr. Passman. In that connection, as you had ICA funds to initiate
these projects, you are going to finish the year, we hope, with uncom-
mitted funds. Why did you not complete the projects out of those
funds? Why do you have to dip over into a brandnew fund known as
the “new scope”?

Mr. MacPuar. Sir, where we have an activity under ICA as in
the case of a self-help school program, where the technical work has
been completed, where the demonstration has been completed, we will
cease that TCA activity and the program will proceed hetween the
ICA and the Government to develop schools in relation to a national
goal. The demonstration or pilot portion of the program presumably
18 finished.

Mr. Passman. Then you will continue the same type of work,
though, under this new program that you initiated under the old pro-
gram. As you are going to have unobligated funds in the U.S. tech-
nical aid eategory, why could you not continue to work out of those
funds? Why do you have to go over into a new aceount?

Mr. MacPramL. Mr. Chairman, two remarks on this: In the first
place, the reason the ICA has been working, let us say, in the field of
self-help school construction in Honduras is the fact that it was a
program by which we hoped to demonstrate the cheap and efficient
way of building schools.

Mr. Passman. Surely.

Mr. MacPrar.. The Hondurans in their social development, pro-
grams are very anxious to increase the number of elementary schools.
There is only 35 percent literacy in that country. They therefore
want to expand their primary and elementary schools. To this point
the ICA’s work of demonstration in this area is done. We will assist
them, provide them some technical assistance as this program expands,
to meet their national needs for elementary education.

Mr. Passyman. Could you have accomplished the same thing, and is
your ICA legislation broad enough for you to continue that activity,
out of your regular funds?

Mr. MacPrarn. T explained this morning, Mr. Chairman, that the
ICA has had technical assistance funds only for demonstration and
training and surveys.

Mr. Passyan. You could not have continued out of the ICA funds?

Mr. MacPraam. That is correct.

Mr. Passman. Then, you have a technical aid project here which
does not comply with the present legislation governing the expendi-
ture of technical aid funds.




181

Mr. MacPuain. The demonstration aspect of the self-help school
construction is clearly within the technical cooperation authorization
and appropriation under the Mutual Security Act.

Mr. PassmaN. This project, then, would have been a failure, and
we would have disappointed the people in Honduras. If you do not
get this appropriation, you will have done a lot of harm down there ?

- Mr. MacPuatL. No.

Mr. Passman. If you started something that you could not continue
or could not complete?

Mr. MacPaAmL. As Mr. Gordon has pointed out and as other people
have pointed out, there is a lack of internal resources for many Latin
American countries to move forward with desirable and necessary
social developments in the field of education and health. This par-
ticular appropriation which is before you is designed to meet that
need. In our judgment, I think it is fortunate that you have had in
the past technical cooperation which has been designed to improve
the skills of people, to help them strengthen their institutions, to
carry out social development, and to provide demonstration, training,
and pilot work from which many of these projects spring. They are
the logical extension of them and are designed to supplement the coun-
try’s own internal resources in meeting these needs.

Mr. Passman. You are very fair. I do not understand anything
you are trying to firm up because the record is too clear, unless we
can go back and change the record, that these are just examples and
may not be carried out in their entirety or at all, as an outside possi-
bility, and that in advance of even knowing that you would have a
program like this, you have spent certain funds under ICA’s pilot
projects. Now you are coming in to get money to extend these pilot
projects.

Mr. MacPaar. These pilot projects and demonstrations have been
before this committee as part of the technical cooperation program
for a number of years.

Mr. Passman. I understand that. You plan out of this appropria-
tion to expand on those projects, do you not ¢

Mr. MacPruam. The ICA is not per se doing that. The ICA will
be one of the organizations designed to make funds available under
agreements with the Latin American countries so they can move for-
ward on a broader purpose of the Act of Bogoti.

PREPARATION OF JUSTIFICATIONS BY ICA

Mr. Passman. ICA prepared the skeleton justifications, did they
not? It wasaccomplished with ICA personnel ?

Mr. MacPrarL. They have personnel in the field.

Mr. Passaan. I speak of these examples of justifications prepared
in the ICA.

Mr. MacPrarr., That is correct.

Mr. Passman. With ICA personnel, which has done the planning
in the past of the ICA technical aid. They would do the planning
here because they have assigned to you this operation, to plan and
allocate the $100 million ?

Mr. MacPuaiL. Within the overall policy guidance of the State
Department, yes.
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Mr. Passmax. Do you not have that same guidance in the regular
technical aid program of ICA ?

Mr. MacPuam. Yes.

Mr. Gary. Thavemy own bill I am presenting.

Mr. Passyaxn. I yield to the gentleman from Virginia.

Mr. Gary. I have one or two questions I want to ask Mr. Berle, if
I may.

AUTHORIZATION OF PROGRAM

Mr. Berle, I understand that this $500 million was authorized by
the Congress last year. Is that correct?

Mr. Berre. That is correct.

Mr. Gary. It was authorized at just about the time of the Bogotd
Conference, a few days before ?

Mr. Berce. That is my understanding. T was not in the Govern-
ment but T believe it happened on the eve of Secretary Dillon’s trip
to Bogot4.

Mr. Gorvon. That is right, Mr. Gary. The act was passed, actually
signed on September 8, while the Conference was going on, but it had
cleared both Houses a few days before that, just at the time Secretary
Dillon left this country for the Conference.

Mr. Gary. On the strength of that authorization the U.S. Govern-
ment entered into certain commitments with the other American
countries assembled at Bogotd in which it was understood that the
United States would participate in this general program for which
the 5500 million was designed ?

Mr. Goroon. I would say, Mr. Gary, that the United States indi-
cated it was the intent of the U.S. Government, on the basis of this
authorization, to establish this social fund for the purposes that were
discussed and incorporated in the act of Bogotd.

It was not a legal commitment, of course, because of the absence of
funds.

Mr. Gary. I understand that, but it was an agreement that we wonld
enter into this program. The amount of funds was not mentioned,
but it was understood Congress had already authorized $300 million
for this purpose.

Mr. Gornon. That is right.

Mr. Gary. In the face of that we did—was that not a signed
agreement ?

Mr. Gorvon. That is right.

Mr. Gary. And this was taken into consideration, that we would en-
ter upon a program of this kind ?

Mr. Goroox. Certainly.

Mr. Gary. Without any amount being specified in the agreement ?

Mr. Goroox. That is right. '

EFFECT OF FAILURE TO APPROPRIATE FUNDS

Mr. Gary. Mr. Berle, what psychological effect do you think it
would have on our political situation in South America if we fail to
go through with that agreement.?

Mr. Berie. Tt would be a blow to the American prestige and the
American political position. I think the reaction would be—Ameri-
cans talk a great deal, but when it comes to getting something done
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they are somewhere else. We should have to meet that on our own
behalf, but it would be twisted and double twisted by the very active
propaganda that is there, and it would be a very unhappy situation
for us, Mr. Gary.

Mr. Gary. Would it give Castro ammunition for the propaganda
ficht he is carrying on in Latin America?

Mr. Berre. Unquestionably. Of course, the Castro propaganda is
directed from the Soviet Union or China now. While it would have
Castro’s name on it it would come primarily from Soviet or Peiping.

Mr. Gary. It would give the Soviet Union an opportunity to use
that against us in those countries.

Myr. Berre. No doubt about it at all.

Mr. Gary. You think it would be very serious?

Mr. BerLe. We would have a very unhappy time, yes.

Mr. Gary. Do you agree with that, Mr. Gordon?

Mr. Gorpon. I certainly do. I think Mr. Berle’s expression of
“very unhappy” is a gross understatement, Mr. Gary, of the situation
we would face. T think it would be a disaster for the United States
in its Western Hemisphere relations.

Mr. Gary. Mr. J(;Lrlﬁ!'t:]]._ you,were there and you worked there a
good while. Do you agree with that?

Mr. Joanston. I do,sir.

Mr. Gary. That is all I have.

Mr. Passman. Did you state yesterday, in effect, that notwith-
standing the Communmst threat this was a desirable program and
should be carried on?

Mr. Berie. Yes, sir,

Mr. Passman. What would be the effect if the Congress did not
appropriate these funds in the next 30 to 60 days, but takes sufficient
time to assist you gentlemen in coming up with a firmer proposal as
to when and where and how the money is to be spent?

Mr. Beree. I would want to know what you meant by firm commit-
ments. I myself would oppose and have opposed making any com-
mitment unless we had the money appropriated for it. I do not think
we have any right to bind the Congress of the United States nor to
ask other countries to bind themselves unless we know we can make
good on it.

Mr. Passman. That is your opinion, and T have a different opinion.

If overnight the Communist threat ceased, would you feel this pro-
gram is still desirable and should be continued, notwithstanding the
fact that the Communist threat no longer is there ?

Mr. Berce. Yes, Mr. Chairman. Unless this vicious circle is broken
somehow, while we would not have the power aspect of the oversea
threat, we could have some very difficult and very counterproductive
and demagogic influences arising in the countries themselves. We
have seen it happen before and we are wrestling now with some of the
problems created when they finally fell.

Mr. Passman. They waited 200 years, or longer, for this money.
The record certainly speaks for itself. There has been no justifica-
tion on projects and programs and ultimate cost. There has been
nothing specific.

I am in sympathy wfth this program, but T do not think the world
would come to an end if this is delayed long enough for a firm agree-
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ment to be entered into and for the nations themselves to pass legisla-
tion implementing their share, to the point that we can get off on this
long-range, expensive program on a sound foundation, and not on a
slipshod basis.

%’uu do not agree it is slipshod. You believe we should recommend
the money without justification, contrary to what was promised by the
chairman of the Foreign Affairs Committee. He said specifically
that you would detail it.

Now you say it is impossible to do so.

JUSTIFICATION SIMILAR TO INITIAL APPROPRIATIONS FOR EXP( IRT-IMPORT
BANK

Mr. Beree. As counsel for the Reconstruction Finance Corporation
I assisted in the organization of the Export-Import Bank and certain
other agencies of that kind. At that time somewhat the same ques-
tion came up—what do you intend to do?

We could only say we intend to tackle this process on a most prudent
basis and at the end of a couple years, when we have a record, we will
come back for more and give you your record. But we cannot tell
in advance what loans will be granted and on what terms because these
are subject to negotiation.

Without the money we cannot negotiate.

In some sense I consider that this trust fund has to proceed more
or less on that basis. We can only indicate the character and kind
of work we hope to do.

I should be unwilling to firm up a commitment until the money was
there, and I suggest we do have to say this is the kind of thing we have
reason to believe we can do. This is a very strategic time to begin.

We will be able at the end of a couple years to come through with a
record, and based on the record of the men and the projects, the Ex-
port-Import Bank, and the ICA, the basis will be there.

Mr. Gorban. And the Inter-American Development Bank.

Mr. Passaan. This is a departure from the regular procedure of
the ICA, for which yon come in specifically with the projects and
with the estimated cost.

Does ICA justify by project?

Mr. MacPram.. We have in the past.

Mr. Passman, This is a departure from the regular and normal
procedure.

Mr. Berie. ICA could do that now, but I do not imagine they
could have done it when it was getting started. You have to start
somewhere.

Mr. Passaran. Is this $500 million a magic figure? If we make
any reductions will everything be lost ?

Mr. Gorvon. The answer to that is that $500 million is a ficure
which is substantially lower than what we believe could be usefully
spent.

Mr. Passaran. Would you give us a direct answer?

You have the books filled with these imaginary needed amounts;
but on the $500 million, if the Congress, in its wisdom, should make
adjustments, would the whole thing fall apart?

Mr. Goroon. I do not think there is any such thing as a magic
figure. Itisanecessary figure, a needed figure.




185

Mr. Passsman. We shall be friends when this is over. As it applies
to me, however, I do not like the idea of a rubber stamp or lbl:ml(
check operation.

Mr. Gornon. Can we finish the discussion of the Honduran case?

BASBIS FOR ICA ANTICIPATION OF ABILITY TO OBLIGATE $50 MILLION

Mr. PassmaN. You said you do not have agreements. You can get
up all the lists you want, and place them in the record. I want you to
deal with ‘S])G(iil(,.& If you do not have specifics, if you do not have
agreements, there is no use for our prolonging this.

“You have said numerous times dur ing the hearings that you may or
may not follow these examples. \(m you are llymtr to take these
examples that you said you may not follow and justify that you may
obligate $50 million.

Mr. Goroon. Respectfully, Mr. Chairman, I think we have made
it clear we do not have agreements because it would be illegal for us
to have agreements at the present time. I therefore think it is not
very helpful to say——

Mr. Tager. In other words, you mean there is a direct cleavage be-
tween an honest way of doing business and the kind of business you
want to embark on. Is that the picture?

Mr. Gorbon. No, Mr. Taber.

Mr. Taeer. I have listened to this beating around the bush for 3
daysnow. I am getting awfully sick of it,

Mr. Goroon. 1t was the purpose of my request to the Chairman that
we have an opportunity to indicate case by case precisely where we
stand.

We have made it clear we do not have firm agreements. We could
not legally have firm agreements. We would like fo indicate to you
just what we do have.

Mr. Passman. Are you not supplementing your elaboration of what
is in the book here, which you said was an v\.unpl(‘ that you may or
may not follow ?

Will you not use that to justify the obligation? Is that correct?

Mr. Gorvon. Before lunch you asked us why we thought it would
be possible to obligate $50 million worth of the ICA p‘ut of this
program.

Mr. Passman. I asked you for specifics on your projects and on
the agreements.

If you do not have contracts, and do not have agreements, but are
merely projecting an imaginary figure that you may obligate "ﬂal) mil-
lion if you get. contracts, if you get agreements, and if we make the
funds available, and if you are going back of your previous testimony
that these are (-\.un[)k*b and you may or may not follow what you
have in these skeleton presentations, then I do not see how you could
afford to go in and say now that they are firm.

1f we ever reach an agreement that this is merely something you
have not had an opportumty to firm up, it would be much better to
consider it on that basis.

Mr. Goroon. What I would like to be able to do is to show you in
a number of these cases precisely how firm they are. They are not
firm agreements. I have said this repeatedly. They could not be,
because we have no legal authority to make firm agreements,




Mr. Passyrax. Then why do you not rest your case there, and let
us cooperate with you in the best way we can ¢

Mr. GorboN. You asked us on a number of occasions to explain
why we believe the funds can be obligated. We believe they can be
obligated, because there is a very substantial state of advance in the
understandings with these countries. These are not firm commit-
ments or agreements.

If you would permit us to explain some of these cases, we can show
you precisely what the

Mr. Passman. Will you do it on the basis of facts, figures, and con-
tracts, or on the basis of your illustrative plans? The examples are
just guidelines.

Mr. Goroox. If we can go case by case, we can show you what the
present status is.

I have said there are no contracts.

Mr. Passman. I am willing to buy that. There T can rest the case.

Mr. Gorpon. I don’t think it should be rested there.

Mr. Passaran. Proceed, then.

Mr. Goroox. What we would like to do is to show you through these
examples which Mr. MacPhail will elaborate on why we believe that
when the funds are in hand contracts can be entered into promptly.

Mr. Passyran. Thank you. You will use the word “believe.” You
will not stick to specifics. If you use the word “believe,” we shall ac-
cept it at that and listen.

Mr. Goroon. If we can explain some of these in detail.

Mr. Passman. With the understanding there is no firm contract,
or no agreement. It is just your belief that this can be accomplished.

Are you proceeding on that basis? Tt is a belief, and not based
upon any firm contracts or agreements?

Mr. Gornon. There are no firm contracts or agreements.

Mr. Passaan. Please proceed in your own way.

Mr. Conte. Your belief, however, is based upon fieldwork already
done by the Embassy in the 18 different countries ?

Mr. Gorpon. That.is right, Mr. Conte.

Mr. ConTe. That is very important.

Mr. Passman. What fieldwork, and where are the reports?
you have field reports that you ean discuss?

Mr. MacPram. We have reports from the field we can disenss.

Mr. Jorxsrox. We would have to get those.

Mr. Passman. Do you have some ?

Mr. JoansTon. Yes.

Mr. Passyan. Give the date and the field examination.

Mr. MacPaarm.. All right, sir.

Mr. Passman. Dealing with this specific appropriation request.

Mr. Taper. As we go along we should have an idea of the individual
cost. 'We should have something about how long it will take, the type
of construction it is, and someting of that kind. That should all be
in the same place.

Mr. Passman. You have no reports from the field from the TCA
personnel dealing specifically with this item, do you?

Mr. MacPrAIL. Not as such. no.

Mr. Passyax. Then, how will you be able to make a case, if yon will
not deal with this appropriation and expenditure? You are going to
2o back and take some old TCA files under the regular TCA technical
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aid programs, where these have been going projects, and expand from
there. Is lh.lf what you are doing?

Mr. MacPuarw. No, sir. W hat we received in Washington as the
result of a joint message which went to the field last Oectober, first it
went to authorization, including the recommendations of the embassies
and missions, and in many cases the requests of the government, the
various governments for particular projects and activities under the
social development program.

Mr. Passaran. As you have no specific agreements or contracts, it
is speculative; since it may or may not be carried out, would it not be
better for you to get what information you have there?

Mr. MacPramm. Yes.

Mr. Passman., With respect to any specifics you have? All we
want is something we can actually see in the way of some negotiation
to expend these funds. We do not want something imaginary. Why
don’t you bring that information up tomorrow ?

Or, you may “send for it now and we will suspend hearings for 30
minutes.

Mr. MacPuain. We will submit it tomorrow morning.

Mr. Passyan. Off the record.

( Discussion held off the record.)

Mr. Anxprsws. You have a total shown on table 1 of $1,225,270,000.
Is that amount correct ?

Mr. Gorvon. That is right.

Mr. Axprews. You told us yesterday these were the requests that
had come in from the field. You looked at them and cut them down
to the total of $798 million-plus as shown on table 2. Is that right?

Mr, Gorooxn. That is right.

Mr. Axprews. Off the record.

(Discussion held off the record.)

Mr. Passaan. Where did you get the $———— figure for the
West Indies and the eastern Caribbean? You had to arrive at that
somehow. You had to have papers from which to work, did you not.?

Mr. MacPuan. This was a recommendation from our mission.

Mr. Passsan. Where is the mission located ?

Mr. MacPuam. In Jamaica and Trinidad.

Mr. Passaan. You have that correspondence with you ?

Mr. Beree. Correspondence; yes.

Mr. PassmaN. We are not requesting anything unreasonable. We
want actual correspondence and records of dealings in the countries
we have indicated.

Mvr. BerLe. These others would be much more complete. The West
Indies is a nebulous situation, a country just coming into existence.

Mr. Passman. That amount looks big to me. You did not just pull
it out of the air, T am sure.

Mr. BercE. Tt was not pulled out of the air.

Mzr. Gorpon. I do not think we can do this in a half hour.

Mr. Passatan. You have the files.

Mr. Gornox. If you could leave this over until tomorrow morning
we will be able to——

Mr. Passmax. Would you call for them now ?

Mr. MacPuam. We will do the best we can.
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U.8. AID TO LATIN AMERICA

Mr. Narouer. Since the mutual security program started, can you
tell me how much we have appropriated to Latin America ?

Mr. Gorpox. Under the Mutual Security Act for Latin America,
I have the figures here on page E-1. These are the amounts actually
obligated, and the total under the Mutual Security Act is $565.1 mil-
lion from fiscal 1952 through fiscal 1960. That is obligated through
June 30 of last year.

Mr. Narcner. Can you give me an idea as to the Export-Import
Bank loans, the approximate amounts for Latin Ameriea ?

Mr. Goroox. In the period 1951 through 1960, $2,070 million.

Mr. Narcuer. Mr, Chairman, since I have been a member of this
subcommittee, as you well know, we have been eriticized on a number
of occasions due to the fact that a great deal of our technical assist-
ance money in Latin America was a duplication with technical as-
sistance money from the United Nations, for instance.

I recall especially in Peru and Bolivia we were criticized consider-
ably about some of the funds expended there.

On one occasion, a former Member of Congress appeared before
our subcommittee and reported to us just what he found in Peru.
This confirmed the information that my chairman and the other mem-
bers of this subcommittee had developed during that particular ses-
sion of Congress.

During the past few days it has been pointed out on a number of
occasions that for a number of years our country has furnished tech-
nical assistance funds and also investment funds for Latin America.

Mr. Gorpox. That is right.

Mr. Narcuer. Since the close of World War IT, T believe some $12
billion has been invested in Latin America by American interests.

Mr. Berue. Approximately that; yes, sir.

Mr. Narcmer. This should have produced many benefits so far as
Latin America is concerned.

Mr. Gorbon. And it has done so.

ELIMINATION OF CRITICISMS OF AID PROGRAMS

Mr. Narcuer. Assuming that this subcommittee would go along
on this particular request, which is an innovation so far as the inter-
American program for social progress is concerned, what, assurance
do we have that the money appropriated and used for the purposes
that you set forth in your testimony to the committee will produce
benefits and not. eriticism such as we have had over the yvears. Not
only from the standpoint of duplication of funds but. from the stand-
point of pacifying these people in Latin America? They have pointed
out to us that much of this money has been wasted because of the fact
they were not interrogated, in regard to the programs we have set up.

What assurance can you give us that these eriticisms we have had
over the years will be somewhat corrected through this new program ?

Mr. Goroox. Let me say two things about that : '

First, we cannot give any assurances tp the committee that the
United States will not continue to be subject to criticism in Latin
America in one way or another. We certainly will be.
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Secondly, however, on the basis of the kinds of experience you de-
scribe, and other experience, we have tried to design this program so
as to meet these various types of criticisms as far as it is within our
capacity to do so.

With respect to consultation with the Latin American governments
and people, the fact that almost 80 percent of these funds are {n-w
posed to be administered through the Inter-American Bank, which
15 an institution in which the Latin American voice predominates,
and which they really feel is in some sense an inter-American in-
stitution, we believe this will help a great deal in taking some of this
eriticism based on purely bilateral programs out of the picture.

Secondly, with respeet to the purposes, these are directed toward
purposes which are at the heart of the political and social diseases, so
to speak, which exist in this hemisphere at the present time.

That does not mean they will not be criticized. We know, for ex-
ample, that the Communists and their friends will eriticize us, no
matter what we do. They will criticize us for doing too little or
for doing things in the wrong place.

We will be criticized by some people on the right who, as the chair-
man suggested before, have been living under these rather happy
conditions for 200 years, they and their families, and they do not like
to see change, and they will feel perhaps that the kinds of change
these programs are intended to help may be uncomfortable for them.

EKNOWLEDGE OF AVERAGE CITIZEN OF U.8. AID PROGRAM

Mr. Axprews. If we put $394 million in that Bank and loans are
made from it to government agencies, how will the man on the street
know that the U.S. Government is helping him or his community
through the expenditure of those funds?

Mr. Goroox. He will know that an inter-American institution is
helping him. Literally, the man on the street who does not know how
to read in most cases in Latin America will perhaps only know that
his condition has improved somehow.

Mr. Axorews. I know that. If you gave him a better house he
will know that his condition has improved.

The question is how will the man on the street know that the U.S.
Government has helped him improve his personal condition ?

Mr. Berie. This has been one of my first preoccupations since I got
here, to try to pull together the various programs which we may call
information, USIA, USIS, to be sure people know what is going on.
It 1s one of the matters my task force has been working on con-
tinuously.

This is something done before, where you see an American flag next
to n Guatemalan flag. This is an initial motive. You can do a lot
with the press, with the radio, and with the not very well heard Voice
of America.

There is a problem there which needs attention, and we are working
at it.

All I can say is that to coordinate this kind of thing with the Amer-
ican Information Service is one thing we are working on.

If to pacify people is the reason we do this I am out. I wouldn’t
blackmail anybody. Either it is worth doing, in which case you do do
it, or it is not worth doing, in which case you do not do it. This is not
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a response to a yell. It is a response to the best thinking of the ablest
pmp]v in Latin America, and the program is designed to meet a sit-
uation which will create eventually the kind of healthy relationship
which we have been able to achieve with Canada and to a large extent
with Mexico on the economic side.

NEED FOR RAPID AVAILABILITY OF FUNDS

Mr. Passaran. T thought you had indicated earlier, in response to
Mr. Gary’s question, that if we did not move, and move swift ly, in
making available these funds that we would disappoint the people in
Latin America, and they would think we were doing a lot of talking
and very little delivering

Lf they do not like communism, and believe in the democratic prin-
ciples to which we subscribe, what would be the situation? Why
should those leaders, who should understand the evils of communisni,
turn overnight and say we are a bunch of bluffers and they may
change their philosophy ?

Mr. Beree. The leaders will not, sir.

Mr. Passsan. The hearings on that same question are voluminous.
We went into some European countries. It is in the record that they
said in effect, they do not care whether the average individual knows.
They say if you reflect credit to the United States you destroy the power
of the politicians back in their respective communities. The record
is loaded with that sort of thing.

Mpr. Berre. I am not familiar with the record.

Mr. Passma~. You do not subscribe to that viewpoint, do you?

Mr. Beree. No, sir.

Mr. PassmaN. Some of your predecessors did.

Mr. Berce. T have been in Latin America and T have been involved
in their politics most of my life. I am aware of the way it does work.

The leaders would not change because of this or that. What would
happen is that a lively party on the street, which would perhaps call
itself the nationalists, Castroists, energized and financed by Commu-
nist machines, would with the newspapers they control promptly start
in. The campaign would rise and it would be that kind of thing far
more than the immediate defection of particular leaders.

This is what has happened before and what could conceivably hap-
pen again.

It 1s really in a sense that sort of thing which is more important
than the fact that any individual will change his mind.

Mr. Passyan. Is that not blackmail in reverse? If you do not get
it from one group you get it from another ?

Mr. Beree. It is polities.

Mr. Passsman. We have said over and over we would not do this.
We said we would never permit ourselves to be placed in the position
of competing with Russia for favor at the expense of the American
taxpayer. The record has reams of testimony to that effect. But,
that is just what we are doing here, is it not ?

Mr. Berre. We are in a political struggle and there is no escape
from that. We would best try to arrange the affairs so that in that
political struggle we come out of it as well as we can.

This is a case for perfectly blunt talk. T do not know what people
thought before or what they may think now. At the moment this is
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the game, it is a cold war, and this is how it is fought. It will not be
fought merely on the basis of $500 million. It will be fought on the
basis of where the great bulk of the population of Latin America
ultimately thinks its hope lies.

Any indication that nothing much will happen, and life will simply
be more of the same, simply means that a great number of people
will feel there is going to be no social transformation whatever.
Whatever may have been the case a few years ago, at the moment very
large parts of this population feel the time has come for them to move.

Mr. Passman. And this is about worldwide, with respect to our
country putting up the money, is it not ¢

You are concerned with Latin America, and you have had a lot
of experience there. I think we established earlier that we are deal-
ing with about 87 out of some 100 nations, and each one makes the
same type of case when they come in.

I wonder if our resources will actually hold out until our objectives
can be met,

Mr. Berup. Our resources certainly will hold out if our ideas are
good enough. It is mixing a great deal of brains and a great deal
of organizing ability with a relatively small amount of money that
will bring this around in my judgment.

Mr. Passman. I wish you would read this statement of mine
sometime.

Mr. Beree. This is not a matter where you can regard dollars as
anything other than part of the material.

If we do not do a lot more than that, a lot more fundamental than
that, we will not do it merely by spending money.

Mr. Passman. This would not apply to you, Mr. Ambassador.
But, I heard my father say this many times, “Talk is cheap. It takes
money to buy whiskey.” "I wonder sometimes where my father got
that information.

AID TO LATIN AMERICA

You stated a moment ago, Mr. Gordon, that the amount of funds
provided through the Export-Import Bank was $2,070 million ?

Mr, Gorbox. Yes.

Mr. Passaran. And our mutunal security expenditure was $565 mil-
lion. What would that total be ?

Mr. Gorpoxn, $2,635 million.

Mr. Passyman. That does not jibe with the $3,263,900,000 in the
justification book, then, does it ?

Mr. Gorvon. No, sir; because the book has a number of other items
in it.

Mr. Passyan. Which means that if we get the information we have
to ask specific questions on every item.

Mr. GGorboN. No, sir.

Mr. Passyan. You are fair.  You answered the question. If you
leave that in there, the $565 million and $2,070 million, it does not add
up to $3,263 million. That has been total aid.

Mr. Gorvon. Would you like me to complete the record? T would
be happy to do so.

Mr. Passaan. Certainly we want you to complete it. Give us the
total.

67615—61——13
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Mr. GorooN. I was responding to the questions asked.

Mr. PassaaN. Certainly. I do not blame you for not elaborating
to pick up the other.

}Im\ ever, let us do it now,

Mr. Goroon. In addition there are Public Law 480 amounts which
are $467 million.

There is assistance for the Inter-American highways which amounts
to $103 million.

There are two items which go back to the early 1950%, called
“other loans and grants,” adcllun' up to $58 million. I would have to
find out just what those are. Those were before the Mutual Secur ity
Act, in its present form.

I would have to look up the early year items.

Mr. Passman, Thank you very much.

(The information follows:)

The $58 million in “other” U.8. economic assistance grants and loans shown
on the table consisis of the following :

Grants:
Hoof and mouth disease control, Mexiecoo oo _____ $18, 600, 000
Institute of Inter-American Affairs, technical assistance (fiscal
year 1951) 8, 500, 000
Public Law 216, famine relief in Bolivia 8, 000, 000

Subtotal 35, 100, 000
Loans: U.S8. surplus property credits 22, 900, 000

Total, grants and credits e .;.H Dﬂ() 000

Mr. AxpreEws. How much has the United Nations put down there
or is that covered by the ICA figure?

Mr. Goroon. No. The United Nations amounts are separate. I
have a document on this.

Mr. Axprews. What we would like to get is the total.

Mr. Goroon. Could we provide for the record the other items, Mr.
Natcher?

These are not very much.

Mr. Narcuer. Very well.

Mr. Gorpon. The United Nations Special Fund, which is by far
the biggest of these, and the so-called United Nations E xpanded
Program of Technical Assistance taken together, have amounted to
about $25 million a year.

Mr. Passman, That amount does not include the $80 million for
the IDB, does it? Would that not be on top of the other amount we
mentioned ?

Mr. Goroon. Yes, and the amount is shown in a footnote to the
table, which covers obligations through fiscal 1960, The IDB itself
has been open for business since October 1960.

Mr. Passman. Certainly you knew about the item. The appropria-
tion had been made, because you show it in the record.

Mr. Gorvoxn. These are obligations through fiscal 1960.

Mr. Passman. It has been obligated since then?

Mr. Goroon. While the Bank has only been in operation since Oc-
tober, the $80 million U.S. payment to the Bank was made in June
1960."

Mr. Passman. Put the total in the record.

Mr. GorpoN., We will be glad to doit.
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(The information follows:)

U.8. economic assistance to Latin America—obligations and other commitments,
fiscal years 1951-60

[In millions of U.8. dollars]

et

Total mutual security program economic aid

)

Technical
Other__

ollapmlless

Title I, 104g, economic development loans to governments
(Total sales agreements)
Title IT emergency relief

e =
oo

Inter-American highways
Other grants
Loans

263. 9
30. 0

Grand total T -—- 3,843.9

Mr. Narcuer. As I understand it now, in setting up the Inter-
American Development Bank, you feel this method will eliminate
some of the criticism we have had over the years with funds appropri-
ated for Latin America ?

Mr. Gorvon. Will reduce the criticism, yes.

Mr. Narcuer. You pointed out to the committee the majority vote
is with Latin America as to how the funds are to be used and the loans
granted.

Mr. Gorbox. The majority vote is with them but on project loans out;
of these funds a two-thirds vote is required and we have over 40 per-
cent of the votes.

Mr. Narcuer. In reaching the conclusion that the Inter-American
Development Bank should be set up and this program should be
inaugurated, of course you have listened to suggestions made from
Latin America. Mr. Berle says you have not had threats but you have
heard from them as to their wishes. Is that correct ?

Mr. Goroon. The Bank has already been set up for its regular
operations. That was done after a series of negotiations starting in
1958. It was done in response to a very long expressed desire on the
part of the Latin American governments that there be an Inter-
American Bank for assisting in economic development limited to this
particular region. That was discussed over many years and in 1958
the Eisenhower administration decided that it was a good idea and
negotiations were set up, were gotten underway, and in 1959 the ar-
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ticles of agreement were finally agreed to by all of the members.
That was ratified by Congress through a statute which approved our
participation in the Bank and then later provision was made for the
necessary appropriations.

UNITED STATES NOT IN COMPETITION WITH RUSSIA

Mr. Passman. It would appear, maybe of necessity, that we have
changed our approach. ‘

One of the greatest Secretaries of Stafe this country ever had, the
late John Foster Dulles, in response to a question I asked, and I re-
quote from page 286 of the hearings for fiscal 1961——

Mr. Gorpoxn. It cannot be 1961. Excuse me, sir.

Mr. Passaran. I said requoting, from page 286 of the 1961 hearings.
I am not talking about when he made the statement, but I am giving
you the page number at which I requoted him again, from a prior
statement.

Mr. Gorpon. I am sorry.

Mr. Passaan. Hesaid, and I quote:

I have heard it said that we must not enter into competition with the Soviet

bloe in this field. My reply is that we are not entering into competition with
them.

From page 1579, I quote Mr. Rountree:

In the case of a given country, for example, we do not intend to engage in
competition with the Soviets to try to outbid the Soviets or the Soviet bloe
with respect to aid.

Well, maybe of necessity we have changed that philosophy. I do
not. know, but it certainly indicates we are directly in competition
every time we attempt to make a reduction, because there are some
people who say, “Look what Soviet Russia is doing; and if we do not
do it, Russia will.”

That just pops up every time we get into a discussion.

Mr. Berre. I have no desire to suggest we propose to do that. The
two economic philosophies and economic systems are in existence and
there is no escape from that. The Inter-American Bank was one of
the things promised when the Pan American Union was founded in
1890. It was endorsed by most administrations since that time and
it finally came to fruition only in 1958. That was not any response to
a Soviet threat, but a very old ambition. The competitive aspect of it
has come to us, if you choose, and not we to it. It is simply a fact
of life which we would be silly not to take into account. If anyone
believes that in that kind of a competition, $500 million would do it,
he, I think, is not very well acquainted with the actual kind of figures
the Soviet Union can throw around.

Mr. Passman. You are thinking of just one relatively small part
of foreign aid ?

Mr. Berie. I realize that.

Mr. Passatan. When we recommend what you believe you need, you
must remember also that all of the others are in equally strong for
what they think they need for their sections. We must think, too,
about the aggregate.

Mr. Berte. Permit me perhaps to indulge my private prejudice for
a moment, in saying I do think that the American responsibility and
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the American interest in Latin America perhaps comes ahead of
anything else, both based on history, geography, strategics, and on
the entire buildup of the American Hemisphere. I think that is not
an unfair statement historically. This is not to say bad things about
people who have other interests, but I do think in this particular case,
the case for American interest is clear and it has existed for a oreat
many years before the Soviet Union, in its present form, was invented.

Mr. Passman. I want to respond by saying thank you, Mr. Berle,
for a very fine statement. Give me the date again, please, when we
promised the organization.

Myr. Berip. 1t was on the agenda of the Pan American Conference
in 1890 when the Pan American Union was formed.

Mr. Passman. When did it come into being ?

Myr. Berre. It came into being in 1958.

Mzr. Goroox. It actually came into being in 1959 but the negotiations
began in 1958, :

Mr. Passyman. That would be 67 years?

Mr. Berre. Sixty-seven years.

Mr. Passman. Certainly with that kind of tolerance, if we may
borrow that word, maybe 60 or 90 days’ delay in getting this a little
bit firmer, this long-range program, which is going to mvolve many
billions of dollars, would not be disadvantageous.

Mr. Goroon. That did not hold for 67 years.

Mr. Passaan. Ithought that was what you said.

Mr. Gorvon. What actually happened is that there was a series of
ad inferim arrangements which were entered into, some private, some
public, and some mixed, which attempted to fill that gap, buj finally
1t came to fruition,

Mvr. Passman. You have given us some encouragement, Doctor, that
we are not going to bring the world to an end if we should delay this
item briefly, until we understand more about it.

Mr. Goroox. I am not sure that we entirely reciprocate, Mr. Chair-
man,

Mr. Axprews. Mr. Chairman ¢

Mr. Passman. Yes.

REASON FOR CLASSIFICATION AS TO AMOUNTS

Myr. Axprews. Mr. Ambassador, the amounts for countries in the
foreign aid program are classified each year until after the appro-
priations are made ?

Mr. Berre. Yes, sir.

Mr. Axprews. We were told one reason why the amounts were
classified was to keep down jealousy on the part of the different
countries as to whether or not country X would get more money than
country Y.

I noticed your projects are classified as to the amount and so forth.
Do you anticipate any jealousy on the part of the countries if one
might get a little more than the other?

Mr. Berie. Mr. Congressman, there are two reasons for that. I
ought to say I was not a party to that classification and personally
I do not believe in classification, if it can possibly be avoided. One
reason was the possibility of jealousy. The other was the possibility
that an implication of commitment might be given where the com-
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mitment itself does not exist. I agree with classification of the list-
ing of these projects, lest someone come and say later, “Really, you
have committed yourself to it, although you have not told us so.”

Then you are obligated to come through.

Mr. Axprews. Do you anticipate any jealousy on the part of the
countries down there because one might get more than the other?

Mr. Goroon. I should think, Mr. Congressman, that is a very likely
possibility in any assistance program.

Mr. Axprews. We have seen it before in the operation of this
program.

Mr. Gorbon. Yes; this possibility exists.

Mr. Conte. Would the gentleman yield ?

Mr. ANxprEws. Yes.

Mr. Conte. Is it not one of the reasons you want to get this money
into the Inter-American Bank, the one you just stated ?

Mr. Goroon. That is precisely right. We believe that if the bulk
of the funds are handled in an inter-American body in which their
own representatives participate, this will reduce—this is one of the
kinds of criticism that Mr. Natcher was referring to before—it does
take some of the heat off the bilateral relationship with the United
States.

Mr. Passaan. If that is good for one part of the world, would you
say it would be equally good for another part of the world ?

Mr. Goroox. I thought about that question a good deal, Mr. Chair-
man, and unfortunately the fact is that in most of the world there
simply is no regional foundation for doing this. If there were, I
think i§ would be a good thing. In the European case——

Mr. Passmax. Just to turn it over to foreign governments and let
them obligate it, and all we do back here is to appropriate?

Mzr. Gornon. No, sir. They do not obligate it without our specific
participation and exercise of a veto power, if necessary.

We have one individual whose vote is cast——

Mr. Passaran. It still is just one person?

Mr. Gorvon. Yes.

Mr. Passaan. How many others are on the board?

Mr. Gorpoxn. Six.

Mr. Passman. Six to one.

Mr. Gorpoxn. Six men to one man, but 60 percent, or slightly under
60 percent of the votes to 40 percent of the votes with a two-thirds
vote required.

May I just complete my answer on the question of regional organi-
zation in other parts of the world ?

In the case of the Marshall plan there was a regional organization,
and a very good one, the OEEC. The OEEC was requested to recom-
mend to the United States how the aid made available under the Mar-
shall plan should be divided among the countries. We were not obli-
gated legally to follow that recommendation but we did, in fact,
do so and I think there is no question but having done that—I was
an active participant in this process—greatly helped in avoiding just
the kind of bickering and jealousies and the like among the countries
which Mr. Andrews just referred to.

Elsewhere in the world, unfortunately this does not exist. In Latin
America, fortunately, there is a tradition of decades in the Organiza-
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tion of American States and its predecessor, the Pan American Union.
This Inter-American Bank is not being created especially for this
program but already exists. It is young, obviously, but it has made
a good start and it does have competent people and I think we are
very fortunate that this agency exists. .

Mr, Passman. I hope it never becomes worldwide, and we depend
on organizations all over the world to disburse our funds with no
more supervision than we have on this.

May I repeat that ICA needs some time to put a case together on
the matter [Eiscusscd earlier. This is not too much of a credit to that
organization that these letters are scattered all over ICA and they
cannot get them together,

Let us modify our request and ask you to bring now what you can
get, and we shall dispense with the others.

Do you have any of them ¢

Mr. JounsroN. Yes, sir.

Mr. PassmanN. For how many countries?

Mr. Jounston. I would say three or four at the moment, right
away. I canhave them sentup if you want.

Mr. Passmaxn, If you will, please.

Are they on the way ¢

Mr. Jounsron. No, sir.

Mr. Passman. If they are scattered all over, we do not expect you
to do the impossible, but bring us what you have.

I yield to Mr. Alexander.

SELF-HELP OR SELF-REFORM PRIOR TO AID

Mr. Avexanper. Doctor, one of the thinks I like about your pro-
gram is that you are going to require some evidence of self-reform
or self-help in the field of social reform.

How many of the proposals listed on page 3 of your confidential
justifications meet the criteria set forth by President Kennedy to the
effect that before financial assistance is extended by the United States
that the recipient country must give positive evidence of self-reform,
or self-help

Mr, Gorpon. Mr. Alexander, our thought is that no firm agree-
ments would be made committing these funds under any of these
until that condition had been met. The condition has to do with the
particular project and that is to say that if we are helping in a tech-
nical education project, we would not require, as a condition of that,
a general tax reform, but we would expect, as a condition, that what-
ever the situation indicates for self-help by the country in connection
with that project, and in connection with technical education in gen-
eral. With respect to a land project, on the other hand, we would not,
ourselves, permit the Bank and the Bank would not, under the trust
agreement be permitted to extend a loan unless the right kind of
self-help measures by that country in connection with that land settle-
ment project, had, in fact, been undertaken.

Mr. Arexanper. There is a very shady area here regarding self-
help and self-reform. It can be a little bit or it can be a great deal.
Do you have any guidelines that would have to be met prior to any
help? What are those guidelines?




198

Mr. Gorpox. Mr. Alexander, I do not think it is possible to state an
objective, uniform minimum that would be applicable to all 18 coun-
tries concerned in all of these fields. As I think T said yesterday in
connection with a question on self-help in projects, virtually all of
these projects, as they have come in, do indicate direct contributions
to the project itself by the governments concerned. In some cases,
those run as high as 75 or 80 percent of the total cost, and in many
cases they are about 50-50. In some cases, in a very poor country,
they represent a smaller share, but that is a matter of the circum-
stances of the particular country.

With respect to things like tax and land reform, these are, as you
can imagine, exceedingly difficult political actions within the coun-
tries concerned. A number of countries, as I mentioned yesterday,
have already undertaken such measurves. The outstanding ones in
recent years being the Venezuelan program and the program just
voted by the legislature of the state of Sio Paulo in Brazil. It took
the governor of that state, who is a very able man, some 4 or 5 months
of struggling with his own legislature to persuade them to enact this.
What came out was not precisely what he asked for at the beginnin
although it is a close approximation of it. i

That is a natural result of the democratic process in democratic
countries.

I think that the judgment as to whether the self-help is adequate is,
of course, a delicate and difficult judgment. This is one which has
to be in the discretion of the administrators of the fund, so far as the
United States is concerned, and we certainly intend these conditions
very seriously and through our voice in the Bank which is a very

¥
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. powerful voice, and we expect to make it clear we mean these seriously.

Mr. Arexanper. Does self-help, itself, meet the criteria that Presi-
dent, Kennedy has set up?

Mr. Goroox. The language that appears in this document is, “Self-
help and related institutional improvements.”

If I can give one or two examples, is the housing field, we refer to
two types of housing; one is the aided self-help construction and there
the self-help is built into the very nature of the lln'njm-t because it Is
aid to self-help by the people who, themselves, are building the houses.
We would expect there that the financial contributions that are neces-
sary would come, not only from the Bank, but also from the govern-
ment concerned.

It might be a national government or a local government depending
on the arrangements.

With respect to the other type of housing assistance which is essen-
tially seed capital for the savings and loan type of mortgage financing
institutions, or some other types of home financing bodies, there we
would certainly expect the bulk of the capital to come either from the
governments concerned or from savings of their own citizens.

One of the things we particularly want to encourage is the habit
of private saving and putting private savings into constructive pur-
soses, something which has not adequately happened in most of

atin America to date.

Mr. Coxte. Mr. Chairman ¢

Mr. Avexaxper. I yield.
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PRESIDENT'S MESSAGE ON FOREIGN AID

Mvr. Contr. Mr. Gordon, I am in favor of this program but I am
concerned about certain political statements that are made by the
administration and which statements have hit the press and which
I'm sure will be responsive to the public. In reading the President’s
message to the Congress today on foreign aid, on page 6 he says
that the instrument of primary emphasis, or the single most impor-
tant tool, will be the long-term development loans at low or no inter-
est rates, repayable in dollars.

On page 7 he says that such long-term loans are preferable to out-
right grants or soft loans repayable in local currency that are of little
benefit to the American taxpayers.

I agree with him wholeheartedly on that. It is a fine statement,
but here today asking for $500 million of which the greater part
would be repayable in soft currency. This loan idea, repayable in
hard currency is a popular one, but actually he is advocating repay-
ment in soft currency in this program. It is disturbing to me.

Mr. Gorvox. May I say two things to that, Mr. Conte: First, the
terms under which the Bank may make loans are said to be flexible to
terms including repayment in local eurrency and certainly would not
exclude the possibility of low interest or no interest dollar repayable
loans. Secondly, I think there is a major difference between repay-
ments in local currency to an international organization, of which the
countries concerned are members, and repayments in local currency
simply bilaterally to the United States, which is what the President’s
message refers to, I understand.

Mr. Conte. I wish he had spelled it out a little more clearly. On
bilateral agreements, he said it will be hard currency, and on multi-
lateral, soft currency.

Mr. Goroox. I wish the statement had been more specific.

Mr. Coxte. When I go back home, my people may say to me, “For
goodness sake, you are advocating loans repayable in soft currency.”

“Yet here is the President. of the United States who advocates that
the United States wants hard cash for these loans.”

Mr. Ruopes. Will the gentleman yield ?

Mr. CoxTE. Yes.

Mr. Ruobes. Do you not think the President meant more than that
by his statement? You are saying now that this type of loan is re-
payable at the borrower’s option in dollars. The President is saying
n his message that all of the loans in the category discussed will be
repayable in dollars. I do not think there is any comparison. Mr.
Conte is absolutely right that there is a departure from the program
here.

Mr. Goroon. Well, Mr. Rhodes, I am not fully familiar with this
program by any means. My understanding is that this is a clear
departure from the present practice with respect to the Development
Loan Fund which generally does most of its lending in repayment in
local currency.

Mr. Ruoprs. Is that a departure from this program? This is
almost completely, as you must admit, a local currency program?

Mr. Gorpon. That is right. This shift

Mr. Forp, May I ask a question there?
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Mr. Ruopes. Yes. i

Mr. Forp. Is there to be a change in the Development Loan Fund
program for repayment from soft currency to hard currency ?

Mr. Goroon, Mr. Ford, I am not really competent to testify on the
President’s new program. That will be before you in due course.

Mr. Taper. The message came in at noon ?

Mr. Goroon. That is what Mr. Ford was referring to and I am
really not in a position to testify about the details.

Mr. AxpreEws. Mr. Ford, would tliat not require a change in the
basic legislation creating the Development Loan Fund?

Mr. Forp. I do not believe so because they have the option in either
case, but the practice as we all know, has been that it should be about
80 to 90 percent in soft currencies to be repaid in many instances in
the countries where the projects are for subsequent loans in those areas
when the repayments are made.

Mr. AxpreEws. And cannot be removed? We cannot buy raw ma-
terials in that country with soft currency and remove the raw
materials.

Mr. Passman. And it cannot be spent in any other country.

Mr. Axprews. Of course, it could not be.

Mr. Forp. This is what surprised me when Mr. Gordon said, as
I remember his testimony, that you specified the Development Loan
Fund. I do not see how the Development Loan Fund under the
concept we have had for 214 or 3 years, can possibly operate.

Mr. Goroon. What I said, Mr. Ford—and I think this is right
although as I say I am not an expert on the new program—what
I understand is that for the future the President contemplates loans
of the type that are now made by the Development Loan Fund, re-
payable in local currencies, as you described, would in the future
be discontinued and further loans for the sorts of purposes the De-
velopment Loan Fund makes loans, would be repayable in dollars,
but over unusually long periods at either low or zero rates of interest.

Mr. Passman. Would the gentleman yield ?

Mr. Forp. Certainly.

Mr. Passman. It could be that they would have an option in the
contract. They no doubt could not afford to take care of the Presi-
dent’s entire message until we get more details to follow. We do
not know what kind of contracts. It may call for repayment in
dollars with an option to repay in local currency.

This may be just—I say this respectfully—to catch the eye of the
American public. We will have to read those contracts, because in
the present. contracts they tell you it is repayable in local currency
or the borrowing country may, if it wishes, repay in dollars. This
simply means that if the time should ever come that the dollar is
worth no more than the local currency, maybe it will be desirable to
pay it that way.

Would it not follow that you would need to read the fine print in
the contract?

Mr. Forp. Yes.

Mr. PassmaN. Do you want to pursue that ?

Mr. Arexanper. I have another question or two.
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U.S. CONTROL OVER LOAN APPROVALS

Doctor, under the Inter-American Bank, if I understand it, we
would have one man on a seven-man board of control ¢

Mr. Gorooxn. That is right. 3

Mr. Avexanxper. The other six men would be men representing
Latin American countries on the Bank ?

Mr. Goroon. That is righ.

Mr. Arexaxper. There has been some trend in the Latin Ameri-
can countries toward neutralism with regard to Cuba and with regard
to communism. It has been suggested that Brazil may become the
India of the Americas and may seek development loans from both
the United States and from Russia. Suppose that a country turned
absolutely neutral and was playing both sides, one against the other?
What control, if any, would we have, were this money to be appro-
priated, and put into the Inter-American Bank ?

Mr. Gorpon. I would like to answer the specific question and also
to ask Mr. Berle to comment on the Brazilian situation because he is
very familiar with that.

The specific answer is that no loans can be made out of these funds
without the concurrence of our Executive Director who, in turn, takes
his instructions from the National Advisory Council, of which the
Secretary of the Treasury is the Chairman, and is an entirely U.S.
Government body.

Mr. Avexanper. I hate to interrupt you but do you mean we have
absolute veto on any loan ¢

Mr. Goroox. Out of this fund we have an absolute veto on any loan.
It states under the trust agreement a two-thirds vote and we cast over
40 percent of the votes ourselves.

Mr. Passman. Would the gentleman yield before Mr. Berle com-
ments ?

Mr. AuexaNper. Yes.

POSSIBILITY OF COUNTRIES ACCEPTING RUSSIAN AID

Mr. Passman. But there are instances at present where we are
making grants to a nation and Russia, likewise, is making grants to
the same nation?

Mr. Gorpon. Yes.

Mr. Passaan. If that is the policy, would it follow that it might
also be the policy as far as the United States is concerned in Latin
America?

Mr. Berre. No, Mr. Chairman, if I may speak to that. I do not
think that is a worldwide policy, although I respectfully defer to
my superior, Secretary Rusk.

Mr. Passman. Could you cite a nation that Russia is in which we
are not assisting? That 1s, that has been one of the nations we were in,
and then later Russia came in? For instance, India and Pakistan?

Mr. Berre. Indiais certainly the great exception.

Mr. Passyman. Burmat

Nations where we have been in with an aid program and later
Russia came in.

Do you know of any instances where we pulled out simply because
Russia came in?
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Let us think about Laos, Burma, Pakistan, India, and so on.

Mr. Jouxsron, How about Cuba?

Mr. Passman. We have broken off diplomatic relations with Cuba,
and you would not want to fortify yourself with Cuba. We do not
even have diplomatic relations with Cuba, but I am speaking about
governments with which we are on a friendly basis,

Mr. Goroon. I think it would be an exceedingly unwise policy for
us to withdraw because a country accepted some sort of a loan from
the Soviet Union. I think this would weaken our position very rapidly
all over the world.

Mr. Passman. Would we want the record to indicate that we are
going to pull out if Russia comes in with a grant or loan program?
There is nothing to back us up in other parts of the world where
Russia came in.

Worldwide, we are in some 87 of the nations with our aid program,
and Russia is occasionally hitting over the world maybe seven or
eight nations. It is just spotty to say the least, is it not?

Mr. Berie. Yes.

Mr. PassmaN. Russis is very strong on promises and extremely
short on deliveries; is that a matter of fact ?

Mr. Berre. That is a faet.

Mr. Passaran. Thank you very much.

Mr. Gorvon., Mr. Chairman, I think that the number of countries
the Soviets are extending aid to is very much larger than seven or
eight.

I have a list here which seems to add up to 21 countries. These, ex-
cept for Cuba, exclude countries in the Soviet bloe as such.

This list for Latin America includes Argentina, Brazil, Chile, as T
mentioned yesterday in reading Mr. Ball’s statement on Latin
America. 1

Then in the Middle East we have Afghanistan, Greece, Iran, Iraq,
Pakistan, Turkey, Egypt, Syria, and Yemen.

In Africa we have Ethiopia, Ghana, Guinea, Morocco, Sudan, and
Tunisia.

In Asia we have Burma, Cambodia, Ceylon, India, Indonesia, and
Nepal.

In Europe, we have Iceland and Yugoslavia.

Mr. Passmax. Are we not in every one of those nations, with the
exception of Cuba! .

Mr. Gorpon. T am not a specialist on the worldwide program, Mr.
Chairman.

Mr. Passyman. Then it would only follow that the same type of
situations might possibly exist with other Latin American countries,
since some of them now participate ?

Mr. Gorvon. It could exist.

Mr. Passman. T think we just agreed that Russia is strong on
promises and weak on deliveries.

They have a system, in many instances, where those countries you
referred to are giving something in return?

Mr. Gorpon. Yes.

Mr. Passman. I think we have always had trade between nations,
so I think you should think in terms of actunal grants and gifts,
against this other thing. Sometimes they get in return something
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just as valuable to them as what they supposedly “give”; is that a
matter of fact?

Mr. Gorvox. 1 believe so.

Mr. Passman. Our system is trying to help countries help them-
selves, and that is certainly not Russia’s aim and purpose.

Mr. Berie. Not the slightest in the world.

Mr. Passaran. That is true. 1 have always known that sometimes
our hearts are bigger than our pocketbooks.

Mr. Ruopes. Mr. Chairman ?

USE OF CONTINGENCY FUND

Dr. Gordon, is there any possibility that any part of the projects
mentioned as being desired but not necessarily earmarked to be spent
in this year, will be financed from the mutual security contingency
fund.

Mr. Goroox. I do not believe there is anything left in the mutual
security contingency fund, Mr. Rhodes, but 1 am not an expert on
that. Perhapsone of my colleagues can say.

Mr. McPnarn. The contingency fund is programed for this year.

Mr. Ruopes. Completely ?

Mr. McPram. Yes.

Mr. Forn. How much has been obligated ?

Mr. Goroon. Mr. Chairman, it has been suggested to me we might
put this table of bloc credits and grants in the record in connection
with Soviet aid figures.

Mzr. Passaan. Provided you can also come in with a table of re-
cipients of American aid. We are not trying to make a case for
Soviet Russia. In fact, we already have it in the record of last year’s
hearing.

Mr. Gornox. Very well.

Mr. Foro. Mr. Chairman, could I have the information on the
obligation status of the contingency fund ?

Mr. MacPuan. The total of the contingeney fund was $250 million,
and $193 million has been approved for implementation of which
actual obligations against that are $70,944,000 for ICA-administered
programs; $36,895,000 for U.N. programs; and $1,138,000 for the
Cuban refugee program administered by HEW.

Mzr. Forp. The remainder, or the difference between the $193 mil-
lion and the $250 million is programed ¢

Mr. MacPram. That is programed as well.

Mr. Foro. Will you submit for the record what withdrawals or
what commitments have been made against the contingency fund,
not only those obligated but those programed ?

Mr. MacPuamL. Yes, sit. They are classified, but we can submit
them to you because the countries may not know what we programed
for them.

Mr. Forp. Prepare a table on that and if it is not submitted for the
record, make it available to the committee.

Mr. MacPuam. Yes, sir.

(The information was supplied to the committee.)
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SELF-REFORM CRITERIA PRIOR TO FINANCIAL ASSISTANCE

Mr. Ruoprs. Doctor, we have been talking at various times about
the fact that these nations are expected to institute certain reforms
before they participate in these funds. Suppose a nation institutes
part of a l'eg)rm but refuses the rest? Suppose another nation in-
stitutes three-fourths but does not institute tl]w rest, and then suppose
another nation does everything it is asked to do? Where do you draw
the line? In other words, where do you say that there has heen suffi-
cient compliance so that a nation might be eligible for participation ?

Mr. Goroox. I do not think one can draw a sha rp line because many
of these things are not definable that way. For example, if one is
talking about a tax reform, which institutes a tax on land that has
not existed before, one cannot say that the ideal tax is 7 percent and
if they get b percent, that is five-sevenths of that particular reform.
I think this is a matter where judgment has to be exercised in each
case by inteligent men who understand what the nature of the prob-
lem is in the country, and what kind of reform will really come to
grips with it.

Mr. Ruoprs. As far as we are concerned, the one to exercise that
discretion is the man who casts that 40-percent vote in the Bank ?

Mr. Goroon. That is right, with guidance from agencies of the
United States and a great deal of help from the staff of the Bank
itself. I think it is a very important consideration here.

There are actually two important considerations. First, the staff
of the Bank also has a considerable number of North Americans on it.
They do not work for our Government but for the Bank. The Latin
American staff of the Bank has, as indicated in the brief biographies
we submitted for the record, very competent people. They want to see
these things get done as much as we ¢ o, and in many cases, more so,
because they know how much it means to the future of their countries.
These are people who understand the nature of the land problems, tax
problems, and other kinds of problems which exist. They understand
the difficulties and it is our hope that they will understand and will
be most persuasive in their arguments, and better than we as outsiders
with quite different backgrounds might be able to do this. There is
every indication that Latin American component of the Bank, which,
in terms of personnel, is the majority of the Bank, will participate
effectively and enthusiastically in this.

Mr. Avexanper. Will the gentleman yield ¢

Mr. Ruopes. Yes.

LAND REFORM PROGRAM

Mr. Arexanper. Doctor, how many of the agricultural projects
contained in your justification will result in a breakup of vast estates
of the present landowners of Latin America ?

Mr. GorpoN. Most of these, as I recall, Mr. Alexander, which involve
land reseftlement, are for settlement in open lands which, in some
cases, are already held by public authorities.

Mr. Arexanper. The Government?

Mr. Goroon. That is, Government authorities. In some cases, they
are open lands which the Government is buying up from private
owners under a land reform program. The brea'_l‘{ing up by expro-
priation is a very drastic type of land reform and in general T think
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we would hope that the necessary changes in land tenure could be
done by less drastic means than that, of which the tax means is one
of the most effective. The essence of this reform in the State of Sao
Paulo is a progressive tax on landholdings on which the rate in-
creases as the size of the holding gets larger. In the case of a large
estate, a demonstration, if it can be made, that this land is really
being utilized to the greatest effectiveness, then a portion of the extra
tax is remitted. This is designed to encourage the sale of unused
land because the man does not want to pay taxes on it if he is not
getting anything out of it.

It is designed to encourage the better use of land if the landowner
wants to hold on to it.

I would say that in most cases, this is the type of land reform which
we would like to encourage.

In the case of Venezuela, the program includes the buying up by the
Government for redistribution in these resettlement projects some-
thing akin to our own Homestead Act basis. The small farmer who
gets a plot has to farm it for a couple of years to show he knows how
to do it properly, just like your man under the Homestead Act.

Then he gets title to it.

In some of these cases, he gets title but only with a long-term debt
and he has to pay that off out of the proceeds of his farm over a
period of years.

MAJORITY OF PROPOSED LOANS TO BE TO GOVERNMENTAL ENTITIES

Mr. Arexanper. How much of this $394 million do you figure would
be loaned to governments of Latin America?

Mr. Goroox. I would think the loans would be to governmental
agencies in the great majority of cases, not all, because in the housing
field, for example, there are some savings and loan institutions, that
type of thing, which might be set up on a wholly private basis. The
agricultural credit agencies, for example, which would be an impor-
tant part of this, are typically set up as governmental agencies, The
Government will provide the bulk of the credit and the Inter-Ameri-
can Bank would make supplementary loans to those agencies. Gen-
erally, they would not just be to governments in the sense of loans to
treasuries, or to ministries of finance. I do not think, in any case,
they would be a loan of that type, but they are typically to govern-
mental agencies which are set up for the specific purpose of carrying
out the type of program which this envisages.

Mr. Passman. Would the gentleman yield?

Mr. ALEXANDER. Yes.

Mr. PassaaN. I believe you forgot to give a percentage.

Mr. Goroon. Icannot give a precise percentage.

Mr. Passman. That is why I brought up the matter.

Mr. Goroon. I said I thought the vast majority of them would be
to governmental agencies,

Mr. Passaan. I thought you forgot to give that figure, and I in-
tended to ask for it.
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DEGREE OF SELF-REFORM PRIOR TO LOAN APPROVAL

Mr. Avexanper. In all of your granting of loans, how much posi-
tive action are you going to require in justification before you make
a grant or a loan? In other words, will a promise be enough or are
you going to have a prerequisite of certain things that must be done
sefore a loan is approved ?

Mr. Goroon. Noj I think it is a combination of certain prerequisites
and certain commitments for the future, depending on the particular
ase. The idea is not to commit funds until one is sure that the
project can move ahead successfully. What is required to be sure of
that, obviously depends on the particular case. In some cases legis-
lation will have to be passed before you can do anything because a
new agency might have to be set up by legislation. In that case,
there would be no money and no loan would pass until legislation had
been forthcoming and the agency were set, up.

In other cases, there may be a combination of some prior action
and some promises and then the two things would march hand in
hand.

HOUSING PROGRAM

Mr. Avexaxper. The thing that disturbs me is that when I visited
Spain a couple of years ago, I was amazed at the many beautiful
apartment buildings that were being built. 1 learned that in Spain
most of the people were investing their money in apartment. buildings.
This kind of thing is fine for people who live in them, but it was not
the type of thing that would make for more work or make for more
production, the things that would bring in more money. The thing
that disturbs me in this is that many of the projects which we would
make loans for would be wonderful and fine in themselves, but whether
or not that particular thing is bringing about self-reform or self-
help is the thing that disturbs me.

Mr. Gorvox. Mr. Alexander, this phenomena of a lot of money
going info luxury apartment houses can be seen all over Latin America,
too. It is a very disturbing thing and it happens especially where
there is severe inflation because the people who have money think
this is a very good way of hedgimg against losses that might other-
wise come from inflation. The kind of housing we are talking about
here is not that sort of housing. This is housing for the low-income
groups.

I have here a very interest document, a little brochure, put out by
the Housing and Home Finance Agency which is a manual designed
for low cost and aid self-helf in housing, which has cost figures in it
and which indicates the proportion of the total cost which is con-
tributed by the labor of the people.

Mr. Avexanper. I think you misunderstood me. I did not mean for
that to be a criticism of them using their money in that way, but if we
are putting up this money for a purpose, then the thing that I am in-
terested in is to see that prerequisites are set up and are enforced so
that self-reform will take place.

Mr. Ruopes. Will the gentleman yield ?

Mr. Avexanxper. Yes.

Mr. Ruopes. I think the gentleman from North Carolina will agree
with me; in Spain we discovered that the construction of these luxury-
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type apartments was actually very inflationary to the economy. That
is the thing that bothers me in contemplating the effect these programs
can have on Latin American nations. As you know, low-rental hous-
ing can be as inflationary to their overall economy as luxury-type
housing can.

Mr. Goroon. That is right, Mr. Rhodes. Here we come to the ques-
tion of the general kind of economic programs which the $6 million,
the small part of this $500 million, is intended to try to encourage.
This is an effort to try to get sensible national development pro-
graming which will mamntain domestic monetary balance so that you
do not have the sort of inflation you have had in Brazil, Chile, or
Bolivia, which is the worst case, or Argentina, during the last 10 or
20 years.

Mr. Ritopes. Where do we tie that down to $6 million ?

Mr. Gorooxn. The $6 million is the amount proposed for the Organi-
zation of American States. That is for assistance to the governments
in their general development program.

I would like to submit for the record, if I may, an indication of the
way this $6 million is spent.

Mr. Passman. Would you wait until we get to the questioning on
that point?

Mr. Gorpoxn. Certainly.

Mr. Ruopes. Are there any figures as to the amount of money which
might be spent on housing in the various countries?

Mr. GorooN. Well, what there is is a figure on the proportion of
this total $800 million which is in the housing field and that figure
is 156 out of the 800 which falls in that category. -

Mr. Ruopes. $156 million ?

Mr. GorpoN. Yes, out of the $300 million. In other words, a little
under 20 percent. Whether that would be a precise portion of the
500, I do not know.

Mr. Ruopes. Could that be broken down by country ?

Mr. Goroon. That is shown on page 3 of the projects book.

Mr. Conxte. Would the gentleman yield ?

Mr. Ruooes. Yes.

Mr. Conte. You spoke about land reform, Doctor. Are they plan-
ning to institute a land reform similar to that which they have in
Formosa and Egypt?

Mr. Gorbon. I am not, unfortunately, familiar with the Formosa
nor the Egyptian reforms in detail. T have read a little bit about both
of these. The kinds of measures which exist in Latin America are
certainly very different from those in Egypt because in Egypt you
have a limited area of arable land irrigated by the Nile and tremen-
dous overpopulation. I distinguish between South and Central
America.

In most of South America you have large tracts of good land
which are not being used at all at the present time because there isn’t
proper access to them or because the tilllo is held by people who do not
want to put them to proper use.

Mr. CoxtE. In Formosa they have one of the best land reforms in
the world. T visited there. I brought up the one in Egypt because
you mentioned a reclamation project in the desert of Argentina.

Mr. Gornon. That is right.

67615—61——14
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Mr. Conte. There is a great reclamation project going on in the
western desert in Egypt which I visited. It is a very excellent land
reform.

Mr. Gorvox. One of the things which we want the OAS to do
through its general work here is to see that experience from all over
the world, which is relevant to the problems of Latin America, is
brought to bear on these problems and is made available to the people
who are working on the particular measures. We will certainly see
that these Igyptian and Formosan experiences are called to their
attention if they do not already know about it.

Mr. Passaman. Doctor, I wonder if the leaders in the Americas un-
derstand our procedures of obtaining funds? I am talking about the
Governors and the legislatures. Do they understand the procedures
of our Congress, the procedures we go through to obtain funds?

Mr. Goroon. I would guess, Mr. Chairman, that those who hap-
pened to have lived in Washington as Ambassadors

Mr. Passyan. How about those who did not live here as Ambas-
sadors? If you will let me ask that question again, I wonder if the
average government which participates in the program, the Gover-
nors and legislature, understand the procedures we go through in the
Congress to make an appropriation ?

Mr. Goroon. I doubt it very much.

Mr. Passmax. I can understand then, why there could be some
repercussions if they did not get this money immediately. I had
a purpose in asking the question becaunse I certainly recognize that
there 1s a pressure drive on. If they do not understand our processes,
I could see where there would be some room for alarm if we did not
appropriate the money relatively soon. ¢

I am going to yield to Mr. Taber while we are waiting for the files
from downtown and before we get into some of the other matters.

My, Taser. I have only two or three questions.

ICA TECHNICAL ASSISTANCE PROGRAM

I do not know whether you know it or not, but this technical
assistance administration has been a complete failure. Last year they
spent. 25 percent, of their $150 million appropriation for illegal pur-
poses, in an illegal manner. If I were going to let you have money
myself, I would be very squeamish about letting it go to that agenc;
or to its successor if it had the same kind of people running it. {
do not know what you have got to say on that, but I do not propose
to be a party to that. T would rather just be a lone wolf, all alone
against 1t, than to be for it and have it turn out to be a fraud like
the other has.

Mr. Goroox. Mr. Taber, T would like to make one comment and
ask Mr. MacPhail to make another. T do not know about the record
of last year. T have seen, however, in the field, dramatic examples
of very successful results from our technical cooperation program
so I would find it impossible to agree that the program has been a
complete failure. As to the use of funds last year in a particular
country, Mr, MacPhail may have some observation.

Mr. MacPrair. I am not aware of the particular instance you cite,
Mr. Taber.
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Mr. Tarer. We had nearly the whole ICA crowd up here and we
could not get any answers out of them for a long time.

Finally, we found that they were running some schools. They
told us where they were running them, and when they were running
them. We sent people down to check upon the thing and found out
that there was nothing going on at all and nobody was there. That
was at a time when they were supposed to be there. That kind of
business does not have any appeal to me at all.

Mr. GorpoN. As you described it, sir, it does not have appeal to
me, ¢either. The kind of example I had in mind is the business admin-
istration school in Siao Paulo which I happen to know very well
because most of the young Brazilians who are teaching there, I have
had some hand in training myself. This school was set up with
point 4 assistance and technical assistance from Michigan State
University. It has already had adequate remarkable impact on busi-
ness methods and business attitudes in this leading industrial city
of Sio Paulo and I regard it as a dramatic success of this form of
technical cooperation.

I have lived with these people.

Mr. Taper. I have looked to try to find something that was
intelligent and forward looking in the whole picture.

Mr. Goroox. I cite you thisasa very good example.

Mr. Taser. I haven’t been happy about it at all. I never have been
happy about it since it started.

Mr. MacPuamL. Mr. Taber, if T may comment: As you know, we
have some 6,000 people overseas and over 70 missions administering
a TCA program, of an approximate level of $150 million. I think
we will all agree in terms of the diseussion we have had around the
table here, even with respect to the Latin American countries, many
of which are relatively sophisticated in their governmental structures,
that it is extremely difficult at times to work with them, to reach
agreements which we as American citizens would want to reach. At
times there are political reasons that you do have to reach an agree-
ment, which is somewhat less than the perfect agreement we would
reach as, let us say, between two Americans. There have been mis-
takes in the program but I think we can conclusively prove that over
the years there have been far more successes than there have been
mistakes. In terms of waste of the taxpayer’s money. I only need
to remain you there are 30 auditors from the GAO who are constantly
auditing and reviewing our program.

Mr. Taper. If we undert a]]m to go ahead and start this program——

PURPORTED DETAILED JUSTIFICATION OF INDIVIDUAL PROJECTS

Mr. Passman. Excuse me, but is this what the messenger brought
here?

Mr. JonnsTON. Yes.

Mr. Passman. You are dealing with a period prior to Bogota.

Mr. JonnsroN. Maybe they misunderstood you.

Mr. Passman. Yes. They misunderstood. If this is what they
brought, I do not think we can get the job done.

Mr. Jounston. We need more time. We got on the phone and
they tried to get up here.
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Mr. Taper. If we are going to go ahead and spread ourselves out
so thin, we haven't got the money in the Treasury and our taxpayers
cannot be taxed any more than they are and have this a successful
operation. I have great fears for the United States if we follow along
through the spending program on top of what has already been spent.
The books are filled up with it.

Frankly, I recognize that we have got to do some things to help
these people. At the same time, when we get into this on such an
elaborate scale, it almost makes you feel as 1f we have passed up en-
tirely the responsibility of trying to help run the American Govern-
ment in a way in which we would not be running behind all the time.

Plenty of us in this room have given of ourselves. Frankly, I have
hung on here probably longer than I should because of the urge T had
to see what I could do to maintain fiseal responsibility. T think that
this country would have been better off if we did nof get in so deep.

If you have got anything to say on that, all right.

Mr. Goroox. Sir, I can only say that obviously among patriotic
Americans there are legitimate differences of opinion. I happen to
have been involved myself very deeply, as I said yesterday, in the
Marshall plan. T regard that as an extraordinarily successful venture
on our part. I feel that there are very grave risks involved in this
one but I am also convinced that the risks of not going ahead on this
basis are very much greater than the risks of going ahead. This is
unfortunately a world which is full of danger. T think that the
dangers to the future of the Republic from sources outside our borders
are very much greater than the dangers of any kind that I can see
from within. T am very concerned, as you are, about our own fiscal
and economic situation, but it is a fact that we have become a $500
billion country, by far the richest in the world. T believe that we can
find the resources necessary to do this without endangering our own
internal economy and beyond that T feel that we must do so.

Mr. Tager. T do not think T have anything else to say right now.

Mvr. Passman. Thank you, Mr. Taber,

First, I think we should thank——

Mr. MacPratn. Mr. Chairman, may I comment briefly on this whole
matter?

Mr. Passman. Let us mateh to determine who comments first. T
was going to make a statement. T believe we requested the informa-
tion, so T want to thank the gentleman for the trouble that he has gone
to in endeavoring to assist the committee. The first file, dealing, I
believe, with the U.S. technical aid program, has arrived. This is
one of them, T believe ?

Mr. MacPuatn. Thaven’t had a chance to look at them., sir.

Mr. Passaan. Have a look and pass it back, please, so we may dis-
cuss it briefly.

Mr. MacPram. These five projects do form part of the rough data
that we have had in on the basis of which we have included these
projects in the presentation.

Mr. PassmaN. These are similar to other files that will justify the
appropriation ; is that correct ?

Mr. MacPuar.. Yes.

Mr. Passman. Do you realize you are dealing with projects here,

and papers, that were worked up prior to the Bogoti Convention ?
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Mr. MacPrAL. We do.

Mr. Passman. And that you are dealing with projects here which
were proposed for financing out of special assistance ?

Mr. MacPmaiL. May I give you the background affecting these
projects?

Mr. Passman. You certainly may, if you answer my questions.
You are attempting to justify this appropriation for a “new scope”
to technical :1i(ll, separate and apart from the regular technical aid.
Yet you are fortifying yourself, or attempting to do so, and to justify
the appropriation, on projects created and financed out of other funds,
including speeial assistance.

Mr. MacPuarn. These projects were never proposed to be funded
from special assistance as we now have it.

Mr. Passman. You have on the sheet here that the U.S. contribu-
tion is in two parts: (a) Contribution from special assistance funds
to be supplemented by GON and local community sources.

That 1s written right on the top of the page.

Mr. MacPuam, That is right.

Mr. Passaan. Let us not make it more confusing than it already
is. It says this specifically. This is something that was copied 1
day after Bogotd. You do not work that fast on firming up contracts
and projects, do yout

The next project:

(a) Total U.8. contribution of $540,000 from special assistance funds would
be required to complete the project in 3 years; $180,000 for each fiscal year.

This was all entered into, and firmed up, even before the Bogoté

conference.

Mr, MacPram. There was nothing firmed up whatsoever on those
projects. There were no agreements with the Governments. If the
chairman would let me respond to this, I will do so.

Mr. Passaran. You are not going to have to defend this bill on the
floor,

Mr. MacPramn., May I give you the background?

Mr. Passyan. I ask specific questions. We have been trying for
3 days to find out. You have no firm contracts or agreements on any
part of the $100 million, do you?

Mr. MacPmain. That is correct.

Mr, Passaax. Then, why should we sit here and waste your time
trying to justify what you are going to do here with projects that
you entered into out of a different appropriation; or that is you con-
sidered doing out of a different appropriation? You are working on
old estimates that would have been funded, had you initiated these
projects, out of a different bill altogether.

Mr, MacPuaam. We are not working on old appropriations.

Mr. Passman. Let us eall it a current appropriation, not an old
appropriation, but out of a different :1|1;n‘upri:1|irnl altogether?

Mr. MacPuaamm. At that particular time the administration was con-
sidering the utilization of a certain portion of special assistance funds
which would be presented to Congress and justified to the Congress
for a special Latin American program of somewhat more modest
proportions. In late June the Coordinator of the mutual security
program, Mr. Dillon, in his annual guidelines to the field governing
the preparation of the 1962 program, requested the various missions




212

in Latin America to explore the possibility of projects in this social
development field, in the broad nature and these projects were sub-
mitted in accordance with the request to the Coordinator of the mutual
security program. They were never presented to the Congress nor
were they intended to be presented to the Congress in that particular
form.

Mr. Passman. Why did you type them like that? You say specif-
ically here that you would, and you use percentages and exact amounts.

Mr. MacPram. That is the form required in our so-called E-1
sheets, of which that is an example, which the missions use to submit

roposals and projects to Washington for review and for change or
}m- omission, as the case may be.

Mr. Passaan. Is it correct to assume that vou followed directions
in establishing the criteria by which these projects would possibly be
constructed or initiated at some future date? All of this happened
rior to Bogotd, did it not? Would you tell us. yesorno? Did this
fm bpen prior to the Bogotd Convention ?

Mr. MacPram. These particular projects were submitted prior to
Bogotd in accordance with some general specifications which ulti-
mately emerged as quite similar to those at Bogot4.

Mr. Passman. You answered my queston. That is all T want you
to do, because we are not trying to sell each other. We are trying to
establish some facts here.

Now, then, did the plans call for requesting of the Congress an ap-
propriation under ICA or mutual security in the fiscal 1962 bill ¢

Mr. MacPuanL. These were never to be presented.

Mr. Passman. What did you type them for, if they were not to be
presented? Where were you going from here ?

Mr. MacPaaL. They were typed in the field in response to an early
request respecting the 1962 proposed program, which never came into
being. It was supplanted and replaced by the act of Bogotd so that
these

Mr. Passman. That is exactly what we are saying, that you are ex-
pecting to substitute Bogotd for the very plans that yon would have
submitted to the Congress if there had not been a conference at Bogota.

Mr. MacPrarw. These are some of the projects that. will be submitted
in the same form here, or they will be explored in further detail with
the countries.

Mr. Passman. But they would have operated out of TCA, if there
had been no Bogota Convention?

Mr. MacPuam. If the coordinator had determined to request spe-
cial authority within the “Special assistance” appropriation, which he
did not; therefore, these particular papers have absolutely no value
with respect to special assistance.

The executive branch never reached a decision on it.

Mr. Passmax. Let us deal with ICA. Somewhere along the way,
had the plans materialized, and the recommendations at the several
levels been approved, then you would have submitted these plans to
the Congress to be financed out of some appropriation under the
Mutual Security Act, or through ICA ?

Mr. MacPuair, If in the development of the 1962 program the
executive branch had determined that it would seek some special au-
thorization to utilize special assistance projects similar to that probably




would have been included in the presentation. However, by the time
those projects were submitted the situation in Latin America had
changed to a point that the original proposal called for in the Co-
ordinator’s guidelines changed.

Mr. Passman. Why, then, are you trying to show your case up
with something that you now admit is obsolete, and with which you
are trying to justify an appropriation?

Mr. MacPrain. Mr. Chairman, these particular projects which are
here in rough detail and about which we have assured you again
and again there has been no commitment, no contract, are still in
our judgment, with changes and as brought up to date, worthwhile
projects within the context of this presentation that you have here
and we have indicated, Mr. Gordon has indicated, we are prepared
to start with the first project, here, and go through them seriatim
with you.

Mr. Passyan. I asked you for a specimen. You have submitted
a specimen, and on that the committee will rest its case. You are
now using what you now admit are nothing more than obsolete work-
sheets, something that has been in part abandoned, to justify this
$100 million appropriation.

Mr. MacPrar.. These particular projects

Mpr. Passaran. I amnot quarreling. Am I correct ornot?

Mr. Gorbox. No,sir.

Mr. Passman. These are up-to-date worksheets?

Mr. MacPuaarL. May I—yes

Mr. Passman. Are these up-to-date worksheets, or are these obsolete
worksheets?

Mr. MacPuam. These are worksheets which have been brought
up to date in many instances through the following

Mr. PassmaN. Are these up to date that we are looking at here?
Have another look.

Mr. Tager. There is “November 7” on one of them.

Mr. Passman. “Aungust” appears on some of them.

Mr. MacPuam. These projects in general do form the basis for
the illustrative projects, which are in here. Now, in addition, some
of them have been modified, based upon discussions here and in the
field. We had a meeting with all the program officers in Latin
America in Panama 3 weeks ago. These projects were under dis-
cussion. We have had subsequent discussions with our mission chiefs
of our Ambassadors who have come in so that these form rough work-
sheets upon which these projects in here have either been based directly
or modified. As I indicated earlier, we are prepared to go through
each of these projects and discuss the amount of detail

Mr. Passaan. Youand T are going to have an understanding. You
are attempting to justify an appropriation upon the basis of work-
sheets that you are now giving to us as a specimen by which to con-
sider whether or not you could obligate $50 million in funds if you
should get them? Isthat a statement of fact?

Mr. Goroox. I am afraid that cannot be answered yes or no, Mr.
Chairman.

Mr. PassmaN. Why can it not be answered yes or no? I have
either made a statement of fact, or I have not made a statement of
fact. I repeat: You have brought some 1960 worksheets, some of




214

them going back to August, with which you had proposed to acquire
funds out of an ICA appropriation, special assistance or some other
fund. Now you bring those worksheets, and you are using those in
support of your statement of this morning that you could obligate $50

f that if you should get this money you would obligate it

million an
by June 30.

Mr. Goroon. These are the worksheets that describe the projects
or proposals as they were on the dates indicated, some of which, as
Mr. MacPhail has just said, have been further refined by discussions
with our officers in the field.

Mr, Passman. Where are the refined worksheets that we asked for 1
hour and 20 minutes ago? Do you have them?

Mr. MacPuam. We have not prepared what you would normally
call a refined worksheet or an E-1 with all the details because we have
not—repeat—not negotiated with the countries to the point we can
have—

Mr. Passman. If you have not negotiated with the country, and
you have no agreement, no contracts, do you think there is any need,
Mr. Taber, for us to proceed along this line, where we are working
from a specimen?

Mr. Goroox. Mr. Chairman, what we were endeavoring to do, in
response to your question before lunch, was to explain to the commit-
tee precisely what the status is of these proposals, some of which could
be obligated in our judgment before June 30 of the current year. If
you would give us an opportunity to describe to you precisely what
the status is, I believe it would be very helpful to the committee in
considering what action it should take.

Mr. Taper. There isn’t any use to spend any time looking at those
papers, Mr. Chairman.

Mr. Passman. If we are all in agreement, strictly on the basis of
trying to help each other, that you have no further justification other
than obsolete worksheets, most of them typed—not all of them, how-
ever—prior to Bogota, and that you have not entered into any agree-
ment, you have no contracts with the recipient nation, but that is to
come subsequent. to the appropriation, we shall just go along from
here and pick up some of the other items. If you want to insert any
of this material in the record, without objection of the committee,
you may do so.

Mr. Taser. What good would it do to put that in the record?

Mr. Passman. I do not know that it will do any good.

Mr. MacPram. Going into the record would be completely out
of context with what we have explained, the background of these
projects, the fact that we have not negotiated them and have no con-
tracts ontstanding on them.

Mr. Passaan. All right. We are in complete agreement that it is
a blank check, and we have to trust you. If we do, we trust you; but
please don’t try to make black look white, or white look black. 1T say
that respectfully.

Mr. McPrarm. We want to be as helpful as we can.

Mr. Passaan. Iknow, but you are not giving much help.

Mr. MacPuam. We would be prepared to go through the projeets
in here and give you insofar as possible the background, why they
have the particular figures, what we think is good about them, and
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what we think is bad about them, and what we would want to look at
before we ever negotiated.

Mr. Passman. What purpose would that serve when Dr. Gordon
has already stated specifically, and to the point, that these are ex-
amples. They may or may not be followed. You may do it all, you
may do 50 percent of it by this example, you may not do any of it.
Do you think that we are going to sit here and be ridiculous and waste
your time, when we have said over and over that these are examples
that may not be followed at all, or they may be followed in part?

Mr. Taser. One of those sheets was a program for the planning
of a school of some sort for $540,000, It will cost $2,700 a unit. It is
supposed to take care of 500 classroom units by the end of fiscal year
1964, which is 3 years ahead.

That is going pretty strong. There cannot be any greater urgency
for providing funds to take care of anything of that character.

I\Ill'. Gorooxn. I think there is, Mr. Taber. The only way you can
begin on a long-range program is to begin, and if you are going to
have a program for building 500 classrooms at the indicated cost

Mr. Taper. Five hundred units.

Mr. Goroon. Five hundred units, which will take a period of 214
years to complete, obviously you have to start it. If you are going
to finish it in fiscal year 1964, you will have to start it very soon.

Mr. MacPram. I would like to supplement Mr. Gordon’s remarks
that this country has a literacy rate of only about 40 percent. There
are 300,000 children of elementary school age and only 34 percent of
them are now in school. The program here, we think, 1s a pretty good
proposal. It is quite good, we think.

Mr. Taper. It would take 2% years to do and my friend here, who
is an engineer, tells me that it ought to be done in 6 months.

Mr. MacPuar. It could be done in 6 months, Mr. Tabor, if we
wanted to do it under forced-draft construction.

Mr. Tager. You would not have to have that.

Mr. MacPramw. This is self-help school construction. This is done
by the local communities by people who go out after they get through
work and put up the building themselves with their own labor.

In this particular project, which has a proposed U.S. cost
of $540,000, you would have an equivalent contribution on the part
of the government of the country of another $540,000, plus a $270,000
contribution by the local communities who want thege schools in land
and labor and local supplies. This is one reason that we have in-
cluded this particular project in this list because we think it does
represent both a nutimmll need of inereasing the literacy and providing
elementary schooling, and it does have a good component of self-
help in it.

ALLOCATION TO PAN AMERICAN UNION

Mr. Passman. Gentlemen, the present plans under this appropri-
ation request call for an allocation of $6 million to the Pan American
Union; is that correct ?

Mzr. Gorbon. That is right, sir.

Mr. Passman. What is the present budget of the Pan American
Union?
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Mr. Gorpon. T have that here somewhere, Mr. Chairman. The total
budget of the Pan American Union, which is the executive arm of the
Organization of American States, for fiscal year 1962

Mr. Passman. We are dealing with 1961, please. This is an appro-
priation that will be applicable to fiscal year 1961, is that correct ?

Mr. Gorboxn. These funds, the £6 million——

Mr. Passman. No. You did not get my question. You are re-
questing $6 million for the Pan American Union out of this appropri-
ation request. What is the present budget of the Pan American
Union for 19611

Mr. Goroox. T have before me, sir, the budget for fiscal year 1962;
if yvou want the budget for 1961

Mr. Passman. We want 1961, because this will be an appropriation
applicable to fiscal year 1961.

Mr. Gorpon. I shall have to get the budget for 1961.

Mr. Passaan. Does ICA have that?

Mr. Goroon. The total budget for the Pan American Union for
the current fiscal year?

Mr. Passaan. Yes.

Mr. Gornon. We will get that, Mr. Chairman.

Mr. MacPuaain. We do not have the total budget.

Mr. Passman. While he is getting the figure, what appropriation
did the United States make to the Organization of American States
for the present fiscal year?

Mr. Goroon. I haven’t got the amount because we have to have the
budget for that.

Mr. Passman. My question is: What amount did the United States
appropriate to the Organization of American States under the techni-
cal aid program for fiscal year 1961 ¢

Mr. MacPmar. I think it is $1.3 million, sir.

Mr. Passaman. In this proposed plan, you are requesting an appro-
priation more than four times as great as the appropriation for this
fiscal year for the Organization of American States; is that correct?

Mr. Gorpon. That is right. Tt is for quite different purposes from
those that they have used it for in the past.

Mr. Passman. But you are requesting an additional appropriation,
over 400 percent above the amount that the Congress appropriated
last year?

Mr. Goroon. That is right.

Mr. PassyaN. What does the United States contribute annually, in
total, to the Pan American Union ¢

Mr. Goroon. T have the budget figure for 1962.

Mr. Passaran, Would you put that in later? We would prefer to
deal with 1961. Tt is my understanding that you want to get this
through so it will be made available in fiscal year 1961. If we get into
future years on this, we could get it more complicated.

Mr. Goroon. May I give you the figure that T have now and we will
be getting the other figure. The figure T have now concerns the
budget for fiscal year 1962, which is a total of $9.775,000, of which
the United States contribution is 66 percent, or $6,451,500. This will
be requested under the Department of State’s appropriation under the
heading, “Contributions to international organizations.”

Mr. Passman. Are we dealing now with the future or the past?
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Mr. Gorpon. At the moment we are dealing with the future.

Mr. PassyanN. Could we possibly deal with the present and past?
You are going to accept the appropriation, you are going to start
allocating applicable to 1961. If we deal with what is now before
us, it would ﬁ)e better.

I am afraid we are muddling this up by placing in the record what
appears to be an unreasonable request for 1962. It was $1.3 million
that the United States appropriated to the Organization of American
States for fiscal year 1961.

Mr. Gorpon. For technical assistance.

Mr. Passman. For technical assistance. Now you are requesting
$6 million to the Pan American Union also for fiscal year 1961.

Mr. GorooN. That is right.

Mr. Passyaanx. What is the amount put up by the others in the
Pan American Union for fiscal year 1961 already ?

Mr. Gorpon. We will have to get that when we get the budget, sir.

Mr. Passman. Get what budget?

Mr. Jonnsron. He is on the phone getting the budget figure.

Mr. Passman. We are talking about something that was already
appropriated and assigned to the fund.

Mr. JounstoN. Do you want it broken down?

Mr. Passaan. Give us the total. That is all right.

Do you think that would be an appropriate question dealing with
this item?

Mr. GorpoN. I am sorry, I do not have the item here.

Mr. Passman. I understand that it would be impossible to get all
that information. It would take a 10-ton truck to get it down here,
if you should bring all of the material you have had dealing with
this and related subjects. So you could not have all of it here. We
understand that.

Mr. Goroox. What I do have, Mr. Chairman, is a deseription of

Mr. Passman. I do not think as fast as you do. Let us exchange
pleasant visitations until we get that information. You would not
purposely throw me off my line of questions, but if we get out on
some other field we will be playing volleyball rather than basketball
before we get through. Explain that, if you will, after we get that
information.

Mr. Taper. Has that gentleman the information?

Mr. MacPram.. He has gone out to get it, sir.

Mr. Passman. While we are waiting for that, the next question
would be: What will be the amount of the contribution of the other
members of the Pan American Union when or if we allow the $6
million? As this has been on a matching basis in the past, what will
be the contribution of the other members of the Pan American Union?

Mr. Gorpon. The contribution of the other members will be to the
budget of the Pan American Union.

Mr. Passman. In what amount?

Mr. Gorvon. That is the figsure which you have just asked for, sir.

Mr. Passaan. That is dealing with 1961. Now I am dealing with
this as a new item. You do not have this money yet. I am dealing
with what they put up against our $1,300,000. The next question,
of course, is the amount that the other members of the Organization
of American States would put up against our $6 million. That is the
question. Do you have that?
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Mr. Gorbox. For the purposes indicated for the use of the $6
million, sir, this would be exclusively a U.S. contribution.

Mr. Passyax. No contribution by the other members.

Mr. Gorpox. For these purposes, that is right.

Mr. Passaan. I do not see why we should be rushing into this when
heretofore they have willingly put up their part. If we start pick-
ing up two-thirds, and in this case picking up 100 percent of it, I do
not know where it will lead us. I do nof think you have been able
yet tospend what you received last year.

UTILIZATION OF $6 MILLION ALLOCATION TO PAN AMERICAN UNION

Mr. GorooN. Would you like to explain, sir, what the purposes of
the $6 million are?

Mr. Passman. You might as well, but that is not firm. There is no
contract. This is still based upon what you hope you may spend it
for. Tsthat correct?

Mr. Groon. That is right.

Mr. Passman. All right, sir. Take all the time you need.

Mr. Gorvox. T can either read a paper or submit one for the record.

Mr. PassaraN. We would prefer for you to read it.

Mr. Gorpon. Very good. I will be happy to do so.

The specific fields of action for which the grea ly strengthened eco-
nomic and social arm of the OAS would have responsibility are as
follows:

First, field investigations and studies, including such problems as
agrarian reforms, housing development, education, and training, tax

systems and administration, organization of national planning
agencies.

Second, expert assistance to countries in the preparation of sound
national development programs which emphasize institutional im-
provements, policies, and other self-help measures to stimulate growth,
and priorities in public investment Iln‘n;:r:lnm.

Third, action-oriented meetings of experts and high-level officials of
Government to consider the results of the studies mentioned above.

Fourth, technical assistance to countries in the preparation of sub-
missions for the annual consultative meeting of the Inter-American
Economic and Social Council called for in section IV of the Act of
Bogoti.

An estimate of the funds required for the act ivity noted above, based
on a time period of about 18 to 20 months, that is, through ealendar
1962, is as follows:

Under the first heading, field investigations and studies, seven
studies averaging about $185,000, for a total of $1,300,000,

Under the second heading, assistance for programing, 18 countries
averaging about $200,000, a total of $3.600,000.

Third, meetings I described above, 6 meetings averaging about
$80,000, $500,000.

And fourth, assistance for the annual review advisory groups, 18
countries averaging about $34,000, a total of $600,000, for a grand total
of 56 million.

For these purposes, the United States may provide assistance under
the terms of a general agreement with the OAS subject to the release
of funds for specific activities in the fields indicated above.
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That agreement does not now exist, as I indicated before. This is
the plan.

}} r. Passman. Certainly.

Mr. Gorvox. Any funds made available to the OAS will be in the
form of grants for specific activities and will not be used as general
subsidies to the budgets of the Pan American Union or the other OAS
agencies. The funds will be administered by the Pan American
Union, which is the General Secretariat of the OAS, in accordance
with policies approved by the Inter-American Economic and Social
Council, which is being reconstituted at a high ministerial level.

The additional personnel needed to carry out the special investiga-
tions and studies and to provide the expert assistance to countries
in planning and in preparation of submissions to the Inter-American
Economic and Social Council would be employed for specific assign-
ments on a consultant or contract basis. They would not be a part
of the permanent staff of the Pan American Union.

Mr. Passman. Thank you very much, Doctor.

Mr. GorvoN. T have now the fiscal 1961 budget.

ANTICIPATED OBLIGATIONS OF ALLOCATION TO PAN AMERICAN UNION

Mr. Passyan. I think I had better comment on this just a little bit
first. It could be expected that maybe none of these funds actually
will be obligated during fiscal 1961, as you have to firm up these pro-
grams. It could very easily be that even though you had the money
on a no-year basis, you actually would not obligate any of these funds
during 1961,

Mr. Gorpoox. I think that is conceivable. 1 think probably if there
were any obligated before June 30, it would be a very small proportion.

Mr. Passman. I wonder how they could move over into the other
technical aid part of the same appropriation and say that they could
obligate 50 percent. I am just trying to associate the fact that you
may not obligate any of this very small item, or if so, a very small
art, and then your friend who is over on the ICA part believes that
1e can obligate $50 million. Just as long as you see my point.

Mr. Gorpon, Yl*‘.-s, I do.

Mr. Passman. I think you understand that we are trying to be con-
sistent about this

Mcr. Gorvon. Certainly.

Mr. Passman. Now do you want to give us these figures?

Mr. Goroon. Could T answer this last question, please, sir?

Mr. PassmanN. What was the question ?

Mr. Goroox. Why it is that 1 think the proportion of these funds
that could be obligated before June 30 would be very much less than
the proportion of ICA funds.

Mr. Passman. 1 think you said it may not be any of them but, if so,
a very small part. T am sure you are going to have some reason. May
we hear it.? '

Mr. Goroon. Certainly. The reason for this is that the commit-
ment of these funds to particular projects under these four headings
does require the guidance of the Inter-American Economic and
Social Council. The Inter-American Economic and Social Council
has been in the past a rather inadequate body operating at a medium
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official level here in Washington throughout the year. Its role in the
whole field of development programing was reviewed at Bogota, the
same conference, and in chapter IV of the act of Bogotd, which is in
our presentation book, you will see reference to reorganizing that
Council, greatly strengthening its staff, and giving it the kind of func-
tions which I have deseribed here.

Now, the timing of the first meeting of that at the ministerial level
has not been decided yet, our guess is that it will be in the spring. It
will depend partly on the timing of action by the Congress on this
request 1\'|Ii(‘ll is now before you. But as a result of that, I do not
think that more than a very small proportion, if any, of these funds
would in fact be committed against specific contracts of this kind dur-
ing this fiscal year.

Mr. Passmax. Would this fall within the “new scope” of the Pan
American Union activities, or would it be a continuation of present
activities?

Mr. Gorpox. No, sir; this would be nevw.

Mr. Passman. This would be a new scope of activity ?

Myr. Gorvon. Very much so.

Mr. Passyan. The same as the “new scope” of activity under the
technical aid program we have been discussing and which will be
administered by TCA ?

Mr. Gornon. I would say even more.

Mr. Passmax. Do you think there would be any great harm done
if this should be postponed for a little closer serufiny? We are con-
sidering an inerease of more than 400 percent.

Mr. Gorpon. Mr. Chairman, I think the important thing here is
that there be enough funds so that when this ministerial level meet-
ing takes place they can lay out a program along these lines in detail
and know something about the kinds of resources which will be
available.

Mr. Pagsmax. If you attempted to fix a percentage of duplication,
since this is a technical aid program, and you have mentioned housing,
I believe, in your brief résumé, how much duplication would there
be of the many other technical aid programs now in effect and which
will be put into effect if you get this appropriation in Latin America?

Mr. Goroon. I would expect these activities not to duplicate any
existing activities.

Mr. PassmaN. You are dealing with some of the same subject
material, though, are you not, such as housing, and so on?

Mr. Goroon. Yes.

Mr. Passman. Do you think people can work on these same types
of projects without getting into some arguments? Tt has been evident
in some instances that U.N. technical aid assistants were just a little
bit jealous of the activity of the U.S. workers in the same field.

Mr. Goroon. This is not the same thing as the kind of technical
assistance given in the field for specific types of building projeects,
for example, in the housing field, which is involved in the other
program.

Mr. Passman. Doctor, it has been established that under the U.S.
technical aid program alone there are about 1,500 of those projects.
Then, if you add the U.N. technical aid and this Organization of
American States technical aid, how in the world are you going to find
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new projects? How many projects or programs could be initiated ?
So many of these projects have been started and then abandoned
because it was discovered that in cases where they should have started
20, for example, they started perhaps as many as 400.

(Off the record.)

Mzr. Passman. Do you envision this tremendous increase in this little
item getting this organization out from under control ?

Mr. Goroox. Idonot.

AMOUNT OF CONTRIBUTION OF LATIN AMERICAN COUNTRIES TO O0AS

Could I give you the fiscal 1961 figures?

Mr. Passyan. Please do, yes. The amount that is contributed by
other members of the union.

Mr. Goroon. I have the total, and then the amount from us and
the amount, from them.

Mr, Passman. The amount from us is $1,300,000 in fiscal 1961.
Give us the amount of the other nations.

Mr. Gorbon. Excuse me, sir. But I understood the question to be,
and the answer I have here is, the total budget of the OAS-Pan
American Union.

Mr. Passaan. But first I believe you were supposed to tell us how
much they put up on technical aid to match our $1,300,000. Are we
going to carry that in brackets?

Mr. MacPuai. Is this not the total budget of the OAS which is
funded out of the State Department appropriation for contributions
to international organizations?

Mr, Goroon. That is right.

Mr. MacPuatn. This is the figure for that. Then there is, in addi-
tion, as I understand it, the U.S. contribution for technical assistance
of $1,300,000. '

Mr. Passaman. We are dealing with that figure. 'We can close this
briefly. You have $1,300,000 for technical assistance. What did the
member nations put up for the technical aid part of it ?

Mr. Gorbon. That 1s the other part.

Mr. Passman. Let us keep them in brackets.

Mr. Goroon. They put up 30 percent of the total amount.

Mr. Passsan. What amount would that be?

Mr. Goroon. We put up 70 percent and they put up 30 percent, so
theirs would be three-sevenths of ours. If ours 1s $1.3 million, theirs
would be about $557,000.

Mr. Passman. Let us move on now to the second category.

Mr. Goroon. On the general budget, the total in the current fiscal
year is $8.3 million.

Mr. Passmanx., Where did you get that? You are talking about
State Department appropriation now, are you not?

Mr. Gorvon. That is right.

Mr. Passman. We might as well mix it up. It will be a good
“mulligan,” anyway.

Mr. Goroon. Of this $8.3 million, the U.S. contribution is $5.5
million, and the other members, the Latin American members, con-
tribute $2.8 million.

Mr. Passman. Would you distribute the $6 million in both the items
here, or would it be strictly technical aid ?
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Mr. Goroox. It would be separate from either of the present items.
Mr. Passman. That is not a responsive answer. It 1s going to be
for some type of technical aid that will come within this “new scope.”

Mr. Gorpon. That is right.

Myr. Passaax. Then, are you going to spend the entire $6 million
in this “new scope” of technical aid, diversified as it may be, or are
you going to split that up ?

Mr. Gorbon. No, the $6 million will be spent within the kinds of
limitations that I described here, not in hiring people for the general
activities of the OAS.

Mr. Passman. It will be for technical aid as such, under the “new
scope” formula ?

Mr. Goroon. Technical aid of the kind which does not now exist ;
that is right, yes.

Mr. Passman. You mean you hope that it does not now exist. You
really would not care to wager your savings on that, would you?

Mr. Gorbon. My belief is that it does not now exist.

Mr. Passaan. Your belief is in the record. Let us respect your
belief. But if you check the record, you may want to do a little cor-
recting. We established last year that there was duplication. I
thought then that they had brought into the program every imagi-
nable project. If you can come up with a new list they have not
thought of before, then I am going to salute you.

To close this part of the examination, the other members of the
Organization of American States are not putting up any money to
match the $6 million that we are contributing ?

Mr. Gornon. That isright.

Mr. Passyan. Itisaone-way street this time.

Mr. GorvoNn. That isright.

Mr. Passaran. Thank you, gentlemen.

Taurspay, Marcu 23, 1961,

Mr, Passman. The committee will come to order.

VETO POWER OF THE U.S. BDIRECTOR OF THE BOARD OF THE BANK

Dr. Gordon, if T recall correctly, in your earlier remarks you
stated that the Board of Directors of the Inter-American Develop-
ment Bank, or those administering the trust fund, was comprised
of seven; six representatives of the Latin American countries and one
from the United States.

Mr. Gorpon. Yes.

Mr. Passsan. The six Latin American representatives, together,
could cast 60 percent of the total vote, and our representative 40
percent ?

Mr. Goroox. Yes, approximately. It happens to be just under 60
and just over 40, but substantially that is right.

Mr. Passaran. At a later point in the hearings, something was said
about requiring a two-thirds vote to approve a project which maybe
was not acceptable to our representative.
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Mr. Goroon. That is right. All projects under this trust fund re-
quire a two-thirds vote to be approved.

Mr. Passmax. It would never be two-thirds, then. It would be
40 percent, or zero.

Mr. Goroox. I can easily imagine a situation where we wounld be
in favor and some of the Latin Americans would be in favor, and in
that case it might be T0-30.

Mr. PassmaN. Are you speaking of the number of votes the indi-
viduals have, or would it be two-thirds of the seven individuals?

Mr. Goroox. Two-thirds of the weighted votes,

Mr. Passman. At no time will you vote on the basis of two-thirds,
or a majority of the seven? In every instance it will be on the basis
of the 40 plus the 60 ?

Mr. Goroon. Exactly.

Mr. Axorews. That simply means this country can deny any
project?

Mr. Gornon. Yes, sir.

Mr. Passman. It would be stated more clearly if we should just
say that we have veto power as long as our representative casts his
vote in the negative.

Mr. Goroon. Exactly.

LACK OF FIRM, DETAILED PROJECTS

Mr. Taper. How many of these projects do you have that have al-
ready been processed ?

Mr. GorooxN. Mr. Taber, none have been processed in the sense of
having been negotiated to agreement or contract, because, as I pointed
out yesterday, we have had no authority to do that. They are in
varying stages of discussion.

In view of our discussion yesterday afternoon, and the chairman’s
suggestion to us we might supplement the record with a statement on
the status of these various projects, we have prepared a paper which
is being typed at the present time which we would like to file as an
annex to the record if we can.

Mr. Passman. It will be submitted to the committee. We do not
want to go behind the testimony of yesterday. You submit it to the
committee, and the committee will decide whether it will be put in
the record. You were using a lot of obsolete forms yesterday in
attempting to justify this request, worksheets that had been prepared
prior to the Bogotd Conference. We are not going to have you offset
your direct testimony of yesterday, but you may submit the statement
to the committee, and the committee will decide. Then. if it is neces-
sary, we will hold additional hearings.

Mr. Tager. If that schedule is what T expect it might be, it might
be the committee would want to ask some questions about it. We are
being asked to buy a pig in a poke anyway. You have nothing here
today we can operate on, have you?

Mr, Goroon. Mr. Taber, what this Hmper consists of is simply an
elaboration on the material already submitted to you in the presen
tation giving more information about. the exact status of these yapipie
proposals. ;

I understood the committee would like to have this.

67615—61 15
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Mr. Passman. Why do you have to now go out and create new
support. of your position? Why did you not come prepared in the
beginning ?

Mr. Goroox. Mr. Chairman, I gathered from some of the questions
yesterday you did want supplementary information, and that is why
we prepared it.

Mr. Passmax. What you said was an example of what the project
could be, and also that you might not carry out the examples. You
might abandon them in their entirety, and something else might be
substituted for them. You may elaborate as much as you please.
You could not pinpoint. one single project that has been firmed up to
the point of a contract or an agreement, or give the positive estimated
cost, including the first allocation and the ultimate cost.

Is that correct?

Mr. Gorooxn. That is right.

Mr. Passman. Thatis all we need for the record.

So, we must consider it on the basis of sympathy, rather than facts.
We do not have any facts.

Mr. Goroon. Let me suggest we give you the paper and you con-
sider whether it would be helpful if it should be in the record and let
us know what your decision is.

Mr. Passaan. Just so we have an understanding that this is a de-
parture from established procedure. If we have reasons for it, we
shall consider it on that basis.

You cannot make black white. I am not saying you are trying to do
s0, but black is not white.

Mr. Goroon. I agree with that. I had the feeling a good many of
these are in what I call a gray condition, in between black and white.
They are not completed projects, but they are not. just blue sky, and
it was an endeavor to indicate to the committee how they stand, how
black and how white.

Mr. Tager. Frankly, I do not understand how you came here with
the idea the committee would not want any information at all on the
subject of what this was going to be.

LEGISLATIVE AUTHORITY FOR CREATION OF INTER-AMERICAN BANK

To what extent has the organization of this Bank that you have
set up been approved by legislative direction?

Mr. Goroon. Completely, Mr. Taber.

The Bank agreement was negotiated in 1959, and there is a statute,
of which I can get you the name and the date, which approved the
American membership in it and authorized the necessary appropria-
tions for it.

Mr. Taser. I thought you told us yesterday this Bank was set up
way back before the turn of the century ?

Mr. Gornox. No, Mr. Taber.

Mr. Berle was referring to proposals for such a bank going back
to that time. I have the citation here. It is the Inter-American
Development Bank Act of August 7, 1959.

Mr. Tarer. Have you submitted to the committee the language that
you want us to consider ?

Mr. Goroon. Yes. The appropriation language is printed in the
presentation book at the very beginning.
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Mr. Taper. Which book is that ?

Mr. Goroox. The unclassified blue book, and it is the simple ap-
propriation langnage—
for expenses necessary to carry out the provisions of sections 1 and 2 of the
act of September 8, 1960 (74 Stat, 869D) $500 million to remain available until
expended.

It isunder the tab “Program objectives and summary.”

It is simply that one sentence, Mr. Taber.

The legislative language is in the act approved on September 8 of
last year, so this is simply the appropriation language.

TRUST AGREEMENT WITH INTER-AMERICAN BANK

Mr. Taser. You have negotiated with the different countries the
matter of a proposed agreement ¢

Mr. Goroon. We have negotiated that with the management of the
bank itself.

Mr. Taper. The management of the Bank?

Mr. Goroon. That is right, and they in turn have submitted the
draft to the board of the executive directors, and they have the ap-
proval of the board of executive directors. This is subject on our side
to the appropriation, and subject on their side to the approval of the
Board of Governors, which is the highest authority in the Bank.

Mr. Taper. What about the beneficiaries ¢

Mr. Goroon. The beneficiaries will only get money after the ne-
gotiation of specific loan agreements pursuant to the trust agreement
between the Bank and each individual neficiary.

The trust agreement is simply the agreement which would establish
this trust fund and would provide for the Bank’s administration of it.

Mr. Tager. There never has been any such operation as this, and
on as large a scale as this, in the foreign relief operation down to this
time.

Mr. Gorvon. I would respectfully suggest that the very, very much
larger program for the assistance to the recovery of Kurope was also
an exception.

Mr. Taser. No, because there the thing was developed by the com-
mittee. The committee started hearings and we found they did not
have anything, and after we got going 3 or 4 days it got so bad we
could not ﬁng out what the picture was and we had to start in on
them ; what program there was was worked out in the committee and
we had hearings on it for 2 months. I went through that period. It
was not a joyride, but it was the only way we could get any facts to
tie to.

This has come in in just about the same shape as the 1948 request
came in. Frankly, I want to see this in shape so I can justify any
action I take. If I go into anything of this kind the way it stands
now, it would be just a guess, and not an intelligent guess. That is
the situation I am m right now.

I would like to see the thing done in such shape the legislative repre-
sentative can have some kind of a picture of what this is all about.
Ido not have any at the present time.

In the other case, we went right through the thing from beginning
to end and they submitted for the record each country and what they
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wanted. They did not do all the things, but we covered all they did
do. That is the history of it.

I would like to see this in as good shape as that before I cast a
vote on it, either for or against. We are not getting it that way.

I do not know what the powers that be are planning to give us,
but if this is a sample, what we have had this week, it does not satis-
fy me at all.

Mr. Gorooxn. I am sorry, sir.  We have endeavored to describe the
situation as fully as we can.

Mr. Taper. Maybe you are not far enough advanced with your
operation to where you should come here.

Mr. Gorbon. As we said the other day, the problem is to break
into a vicious circle and we believe the only way to do that is to pro-
ceed along the lines we have suggested.

Mr., Taeer. I can see where this would not only leave a very un-
savory taste in the mouth of a great many of the members of the
committee, but of the Members on the floor.

Mr. Gorpox. May I only say, Mr. Taber, the situation in Latin
America leaves a very unsavory taste in the mouths of almost every-
one.

Mr. Taser. You could have said that about the European situa-
tion 13 years ago. They asked us to put the thing through without
any hearings, and without knowing anything about it, but when they
found that the committee wanted to know what it was all about, as
far as it was possible for them to, that was developed and presented.

That may not be the way to do things.

I have found it is almost impossible to turn over to the Executive
the powers to handle such large volumes of funds without any legis-
lative strings tied to them. We need to have a pretty definite under-
standing when they change their program on a lot of those things.

Here there seems to be nothing. We are just turning a great block
of money over to a bank, and another $100 million over to the ICA
to whom the committee was exceedingly liberal last year, and they
have already transferred $200 million of what was in the nature of
appropriations to the defense support setup. That leaves us where
it looks as though the ICA would have plenty of money to do what-
ever it might reasonably be asked to do.

I know the committee was exceedingly liberal with them.

The difficulties of administration do not leave the committee in
very good shape to take action on your proposals, or to present them
to the Members on the floor. That is about what I have to say, Mr.
Chairman.

LACK OF FIRM AGREEMENTS FOR COUNTRY PROGRAMS

There have not been any agreements with the other countries and
the Bank to this point, have there ?

Mr. Goroon. Not with respect to individual projects; no, sir.

Mr. Taser. Thank you. Thatisall,

Mr. Passmax. Would that fact apply also to the money requested
which will be administered by TICA

Mr. Goroon. No firm agreements with the individual countries.




Mr. Passaman. You would have the same answer for the $100 mil-
lion for ICA that you had for the Bank. Would that be equally true
also for the Pan American Union, the $6 million request ?

Mr. GornoN. Yes, sir.

Mr. Taser. Have the other countries completed the actions they
have to take on the formation and composition of the Bank itself?

Mr. Gorbon. Yes. The Bank is a going institution, sir, and the
other member countries, except for the Dominican Republic, have all
contributed their first installments on schedule just as we have.

Mr. Passaran. Will the gentleman yield ?

Mr, TaBer. Yes.

Mr. Passaan. You are referring now to a different program alto-
gether, are younot ?

_ Mr. Goroon. I understood Mr. Taber’s question to be about the
Bank as an institution. Yes.

Mr. Passman. It would not apply to this program in any way,
shape, form, or fashion?

Mr. GorboN. Not to this trust fund.

Mr. Taser. This legislation setting up the Bank and putting it in
position where money could be appropriated to it

Mr. Gorpon. The Bank itself is a going concern.

Mr. Taper. It has been approved?

Mr. Goroon. All member countries have ratified it. Tt is a going
concern. We ratified it in effect throngh this statute which is before
you.

Mr. Passman, If the gentleman will yield.

Mr. Taeer. Yes.

U.5. DIRECTOR ON BOARD OF DIRECTORS OF INTER-AMERICAN BANK

Mr. Passman. We have a Director assigned to the Bank at present.

Mr. GorpoN. Yes, indeed. _

Mr. Passman, What is his name?

My. Gorpox. Robert Cutler.

Mr. Passyan. The same person who will be representing us on the
trust fund is now a member of the Board of the Bank?

Mr. Gorvox. Yes, the same Execntive Board would be responsible
for making the individual decisions under this trust fund as under
the going operations of the Bank.

Mr. Taper. I think that is all.

Mr. Passman. Mr. Natcher?

Mr. Narcaer. Dr. Gordon, since the opening statements on Mon-
day, March 20, in justification of the inter-American program for
social progress a number of questions have been asked by the members
of the subcommittee concerning this matter.

Youn know the position that the commitee has taken in regard to
certain requests and I am just wondering if you have any observations
that you would like to make at this time? Not pursuant to direct
questions; but concerning this program. If you do, Dr. Gordon, I
would like to have your procee({.

Mr. Goroox. Thank you very much.
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URGENCY OF ICA ALLOCATION

I would like to make three points if T could. The committee has
obviously been very much concerned with the question of the relation-
ship between the ICA portion of this fund and the Bank portion. 1
hope that the testimony is made clear that the education and training
and public health activities which are assigned for responsibility to
the ICA are just as much an integral part of the Bogatd program as
are the projects in the field to be administered by the Bank, which is
in the land use, the housing, and the water and sanitation fields.

Indeed, if T were to establish priorities myself as to the areas which
are most, pressing from the political and social point of view, T would
single out the agricultural and land use thing on the one hand and the
education and training on the other.

The problem of mass education, the illiteracy, and the problem also
of the right kind of vocational training so that these people can im-
prove their productivity is one of the most important and really press-
ing problems in Latin America.

It is politically important, too, because this desire for educational
opportunity for children is a very deep one. Masses of the people in
many of these countries have been frustrated in this and of course it
is a way of giving hope for improvement in the next generation even
if for the present generation there isn’t really very much hope in their
present conditions.

Fidel Castro incidentally, has recognized the political appeal of this
particular thing and as you know, he has talked about making this a
year of education or the year of education in Cuba. Obviously, getting

a decent educational system is not a 1-year job. It takes a ot longer
than 1 year.

IMPORTANCE OF FULL $500 MILLION APPROPRIATION

Secondly, T would like to say something about the significance of
the $500 million figure. Mr. Gary asked a couple of questions of sev-
eral of us yesterday concerning this. The chairman asked whether
people in Latin America generally understand the complexity of our
own legislative procedures. T think it is fair to say that, except for a
very small num\)er of people who have lived in Washington in em-
bassies or working with the International Monetary Fund or the World
Bank, neither the man in the street nor the generally well-informed
man in Latin America understands our procedures; perhaps no more
than we understand the complexities of the legislative procedures of
Colombia, Peru, Brazil, or any of the other Latin American Republies.

Now the $500 million figure has come to achieve a very great sym-
bolic importance in Latin American minds. The act of Bogot4 itself
mentions no figure. It simply talks about the offer of the United States
to establish this social fund and then describes in detail the purposes
for which it would be used.

Nonetheless, I think it is a fact all over the southern part of this
hemisphere that this is regarded as almost an accomplished fact. It
is, of course, a mistake so to regard it, but it is a fact of life that it is
so regarded.
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If the Congress fails to appropriate this amount, T think it will have
a quite serious political and psychological letdown effect. It will be
the occasion for charges once more, and we have heard many such
charges, that the United States talks with great enthusiasm with
respect. to its interest in Latin America and its interest in this hemi-
sphere, but when it comes to action, it is slow or halfhearted ; in effect,
foo little and too late.

I think it is very important for us that we avoid charges of that
kind.

This is one reason that the duration of this is open. We believe
that the administrative machinery that we have proposed here will
see that these funds are spent only efficiently, economically, and in
conjunction with the right kind of self-help measures and the institu-
tional reforms which are connected with the individual projects.

We have said repeatedly that we cannot predict the precise pace at
which these funds will be expended and that is for those reasons. We
have also said that this is contemplated as a first installment and that
if the program is successful that we expect that the executive branch
will be back, we guess probably during 1963 at some time—that is the
best estimate we can make at the present time, about 2 years hence—
for a further installment. By the nature of the program, what the
amounts will be that will be requested at that time I do not know.
The purposes I believe will be precisely the same purposes that we
are talking about at the present time.

ESTIMATE OF DURATION AND TOTAL COST OF PROGRAM

Mr. Axporews. If the gentleman will yield, right at this point, Doc-

tor, could you give us your best estimate as to what this program will
cost and how lonf it will last.?

r

Mr. Goroox. The total program

Mr. Axprews. If you accomplish all the things you have set out to
accomplish, if you achieve all the goals that you have in mind now at
the beginning of this program, I would like for you to tell us your best
estimated guess as to the duration of the program and the total cost
to the U.S. Government,

Mr. Goroox. Well, sir, as to duration, as you know, the President
in his speech, which preceded the message requesting this appropria-
tion, talked about an alliance for progress lasting over a decade.

Mr. Axprews. That answers one of my questions.

The second question: In your opinion what will this program cost
over a period of 10 years?

Mr. Goroox. The alliance for progress of course includes not only
this program for social progress, which we are talking about today,
but also assistance to Latin American economic development through
hard loans from the Export-Import Bank and through soft loans
or nonhard loans for economic development through either the DLF
or whatever new agency may be set up.

Mr. Axprews. Just so the money gets there.

Mr. Gorbox. Yes.

With respect to the social part, and this is purely a personal
guess——
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Mr. Axprews. That is all T am asking for. You are an expert in
this field, and I want to know your best estimate as to the overall cost
for the total program lasting over 10 years.

Mr. Gorboxn. The crystal ball is extremely cloudy and 10 years
is a long time. I would expect that if this is successful and if the
funds we are talking about here get committed over a couple of years,
that for several years more funds for these purposes in these kinds
of magnitudes would continue to be required. I would expect it
to taper off and taper off rather sharply before the 10-year period
is over because the nature of this animal, as T think I tried to make
clear in response to a question of Mr. Rhodes the other day, is not
for us to get involved in a permanent maintenance sort of operation,
but to get institutions built up, to get productivity improved, so that
countries can then continue to get these things accomplished out of
their own resources.

To put a figure on this over the 10-year period, I must say I find
very difficult.

I haven’t made calculations and I really do not know what my guess
would be worth. If you want me to make——

Mr. Axprews. That is all T am asking. That is all you can give.

Mr. Goroon. Well, sir, I would guess for these particular purposes
over the 10-year period that something in the neighborhood of 214
billion or sd might be indicated. That is a rate of $250 million a
}'O-ill'.

I would expect it to start a bit smaller, to get a bit larger in the
middle and to taper off toward the end.

Mr. Axprews. The answer to my questions as to how long, in your
opinion, this program will last and what will be the total cost, and
you are giving your opinion only, is that it will last 10 years and cost
approximately $214 billion.

Mr. Gorooxn. Yes, sir.

Mr. Taser. Is that cost the limit as to what is expected to be done
here in this particular territory that we have been talking about this
week ?

Mr. Goroon. That has to do simply with this area that we have
been talking about this week and of course this is no promise on my
part.

This is merely a guess, based on the shape of the thing so far as I
can see it at the present time.

I hope I made it clear that this is purely a guess.

Mr. Axprews. That is all we can expect, Doctor. This $214 billion
figure does not include what will be spent under our regular DLF
program or the ICA program, as we have known them for the last
5 years?

Mr. Goroox. DLF, no. With respect to ICA, there are certain
technical assistance activities of ICA in fields other than these.

For example, in improving industrial productivity. These are
very small.

Mr. Axprews. Your opinion of $214 billion has to do with only
this program that we are considering here now?

Mr. Gorpon. That is right.

Mr. Passaan. If the gentleman will yield.

Mr. Narcuer. I yield.
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Mr. Passman. Would you also advance the same type of guess as
to the total cost of all programs with refpect to aid to Latin America
within the next 10 years?

Mr. Gorvox., Mr. Chairman, I really do not have a basis for that.

Mr. Passman. Did you have any basis for the guess you just made?

Mr. Goroon. I have—

Mr. Passman. I believe you said you did not have, or did I mis-
understand you? If you want to advance a guess on one phase it
appears you might also be able to advance a guess in terms of the
total cost.

‘We must think in terms of the total cost of the program, rather than
merely one small part of it.

Mr. Gorpon. Mr. Chairman, the responsibility for the economic
development part of this program is in other hands. It will be sub-
mitted to you as a part of the bill that the administration will be
submitting in due course, pursuant to the President’s message of yes-
terday and it seems to me that it would be much better to let the people
responsible for that make guesses in that field than it would Le for
me to try to doso.

Mr. Gary. Will the gentleman yield ?

Mr. Narcuer. I yield.

NEED FOR FURTHER AUTHORIZATION

Mr. Gary. No more than $500 million ean be spent without further
authorization from the Congress and further appropriation; is
that correct ?

Mr. Goroon. That is right, Mr. Gary.

Mr. Gary. This particular program we are discussing now has only
been authorized to the extent of $500 million ?

Mr. Gorvon. Yes, sir.

Mr. Gary. And it cannot be extended beyond that without further
authorization and without. further appropriation ?

Mr. Goroon. Yes,sir.

Mr. Passaran. Ifthe gentleman will yield.

Mr. Narcier, 1 yield, Mr. Chairman.

Mr. Passmax. Those of us who have read the presentations which
were made to obtain an authorization, and who have read the statement
of the chairman of the Foreign Affairs Committee on the floor of
the House about this matter, are of the opinion that they obtained
an authorization from the weakest type of justifications. The
justification being presented for an appropriation is certainly no
stronger.

Would it follow that notwithstanding the fact that you have an
authorization for only $500 million, it could conceivably be true that
when you get this program started you might have only about 20
percent of the projects completed ; and that then we would be in posi-
tion where we would have no alternative but to pass a new authoriza-
tion and make an additional appropriation ?

Mr. Goroon. I do not think so, Mr. Chairman.

Mr. Passman. If you go into Latin America for the sole purpose
of helping those people in social reforms or with schools, and you take
this $500 million and yon get this program advanced about 20 percent,
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to the point that they see new hope for a new day and new progress,
would that not give you more encouragement for a new authorization,
beyond the blanket request made last year?

Mr. GorooN. Of course, Mr. Chairman, if it is successful, I said it
was only a first

Mr. Passmax. Let us say that it is successful. As far as I am per-
sonally concerned, however, let us not leave the committee under the
impression that this is a one-time shot. You have said over and over,
in fact, that this is not a one-time shot.

Mr. Goroon. That is right.

Mr. PassmaN. Under this authorization you could spend only the
$500 million, but if this is successful in the eyes of the Board and it is
only 12 percent completed, it is only natural that you would come in
for new anthorization and new funds; is that correct ?

Mr. Gorpox. It will have to be successful not only in the eyes of the
Board, but in the eyes of the authorizing committees and in the eyes of
this committee and the Senate Appropriations Committee.

Mr. Passman. That has not always been true with respect to this
committee.

Mr. Gary. And the eyes of the Congress as a whole.

Mr. Gorvon. That is right.

Mr. Passyman. I am not going to get into an argument with my
colleagues or the witnesses, either. But I do want to repeat, reading the
authorizations or the justifications, I do not see anything but just the
fact it was based upon faith and assurances that it will be well handled.
This process will be a complete departure from the assurance given by
the chairman of the Committee on Foreign Affairs as to how it would
be handled.

I think we agreed this morning that you cannot make black white,
but there is a gray field that we have to deal in, kind of a mingling of
faith and confidence, but not justifications. I think it would be my
responsibility as chairman of this subcommittee to keep the record
straight that you have been consistent all the way through that if it is
successful then you would come in again for additional authorization
and additional funds.

Mr. Gornoxn. That is right.

Mr. Passmax. And this time you have no firm justifications for the
money, but in all probability you will get funds. It would only
follow that you will have a stronger case next time, if you have the
projects underway.

Mr. Goroon. Mr. Chairman, I think obviously next time there will
be a record of experience to put before you. Since we are proposing
to start a new program, we naturally have no record of experience.

Mr. Passman. And you expect that it will be successful ?

Mr. Gorvox. Yes.

Mr. Passyax. And you would expect additional appropriations?

Mr. Goroon, Yes.

Mr. Narcuer. Do you have any additional observations to make
at this time in justification of the amount requested ?

NEED FOR IMMEDIATE APPROPRIATION

Mr. Goroox. I did want to make a third point, Mr. Natcher, if T
may. That has to do with the problem of timing. We have re-
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quested this, as you know, as a supplemental appropriation for fiscal
year 1961, and we have done this llje(:ause we feel that it is extremely
important to mamtain the momentum which was started with the
Conference of Bogotd and the action by this Congress just on the
eve of the conference at Bogotd and which has been sustained by the
President’s statements in his inaugural address, in his state of the
Union message, and then, of course, in the speech to the Latin Ameri-
can community here of last week and the message to the Congress
requesting this appropriation.

As the evidence in the book has indicated, there are a number of
countries where the right kinds of self-help measures to go along with
projects in this field are actually underway, so that there are proposals
which can be negotiated very promptly. = Our feeling is that prompt
action, first by the Congress and then by the administering agencies,
to start the implementation of some of these projects in the better
cases, will set a very important example for countries where legisla-
tion 1s pending in their congresses or the ]l)olirit'al forces are rather
evenly Lalanee{l; will show that we mean business: will show where
the right kind of self-help measures are being taken the outside
resources can be found to complement them and get real action,
transform some of these hopes into reality so that this example may
then be followed by some of the countries where action is proceeding
more slowly.

That is why we feel that action at the earliest possible time would
be highly desirable.

Mr. Narcuer. Mr. Berle, as you well know, since the opening state-
ments on Monday, March 20, a number of questions have been asked
by members of the subcommittee concerning the amounts requested
for the inter-American program for social progress,

I am just wondering if you have any additional observations to
make in justification of this program, Mr. Berle, not in direct answer
to questions, but observations that you might make that would help
the committee in deciding this matter.

Mr. Berie. Mr. Congressman, I think the position is fairly clear.
I have only a couple of observations to make.

I think I can understand the concern of the committee for the start
of a program which, if successful, unquestionably would need to be
continued for a certain period of time. All this concern would, I
think, be not only entirely justified, but what I myself would prob-
ably think if T were on the other side of the table today.

It is clear we are in for some developments in Latin America, and
these developments may be dramatic. Tt is also obviously essential
that the dramatic developments shounld be in the interest of the kind
of world we hope to construet rather than the kind of world that some
of our overseas “friends” are trying to construct. I do not go into
it with more detail because anyone who reads any morning newspaper
knows exactly what is going forward; that these developments can be
swift and widespread is unhappily the fact.

I would prefer not to go into the names of the various situations for
the record here. If you wish, off the record, I would be glad to dis-
cuss it.

Mr. Taeer. Let it go off the record.
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Mr. Passman. Certainly. Off the record, if that is the way you
prefer it.

(Discussion held off the record.)

Mr. Naroner. Mr. Berle, do you have any additional observations
to make at this time?

Mr. Beree. I think not, though I will be glad to answer any ques-
tions.

Mr. Narcuer. That is all, Mr. Chairman.

Mr. Passman. Thank you very much, Mr. Natcher and Mr. Berle,

AID TO CHILE

There is one Latin American country, Chile, with a population of,
I believe, 714 million people. Our total aid under the so-called mutual
security program as of June 30, 1960, amounted to $109,372,000, and
in all probability before the sun sets today we will have considered
another $100 million outright grant to our good neighbor.

I wonder, with these large outlays of cash, helping our friends in
Chile, if you see any major improvement in that country over and
above what they had prior to these tremendous gifts ?

Mr. Berie. I do. That is one thing I can state. I have known
Chile in days when its condition was less favorable than it is today
and when in my judgment the prejudice to U.S. relations threatened
even more than it does now, and that was at a period when our oversea
“friends” had not undertaken to get in there.

Mr. Passman. Can we call names when you say “oversea friends”?

Mr. BerLe. I mean the Sino-Soviet bloc. There is no reason why
we should not refer to it, Mr. Chairman.

Mr. Passaman. When you say “friends,” we might believe it to be
some of the new foreign countries into which we are pouring money.

Mr. Berre. There is no reason not to mention it. I am sorry I kept
it off the record.

Mr. Passman. I made the statement for that reason.

Mr. Gary. Will the gentleman yield to me?

Mr. Passyman. Certainly.

Mr. Gary. Is the request for Chile a part of the Bogotd agreement?

Mr. Goroon. No, sir.

Mr. Gary. That has nothing to do with the Bogoti agreement.
Are there any commitments for that $100 million ?

Mr. Gorpon. Mr. Gary, there are witnesses here specially who will
testify on the Chilean earthquake item, and if we could wait until
that I am sure they will give you a full answer to the question.

Mr. Gary. All 1 want to know now is whether or not we have
made any promises of this amount to anybody.

Mr. Gorpox. Mr. MacPhail, T think, can answer that.

Mr. MacPuam. Beyond the amount that is in the authorizing
legislation; no, Mr. Gary. We are in the same position. :
Mr. Passman. You could not go beyond the authorizing legisla-
tion?

Mr. MacPuam. That is correct.

Mr. PassmanN. But have you made a commitment more direct to
Chile, for the $100 million, than we have made to the other countries
with respect to the $500 million?




Mr. Taper, Do you mean you have actually made commitments
as to things that were authorized where there has been no appropria-
tion of funds?

Mr. MacPuain, There have been no commitments made to Chile
whatsoever. The only matter in the record is the authorizing legisla-
tion for $100 million.

Mr. Passman. That is no different than the others; isit?

Mr. MacPmarn. That is what I said.

Mr. Goroon. The only difference is it is for a named country and
for a named purpose, earthquake rehabilitation and reconstruction,
and in that sense it is focuged on a particular place.

Mr. Gary. But you have a written agreement drawn up as a result
of Bogoti.

Mr. Goroon. That is right. .

Mr. Gary. Do you have a written agreement so far as Chile is
concerned ?

Mr. MacPuain. Noj; we do not.

Mr. Passmax. But you do have an authorization, and that indicates
they are expecting the $100 million.

Mr. GorpoN. They are certainly expecting it ; yes,

Mr. Passman. And you would expect just as strong a case to be
made within a few minutes for the $100 million as you have made for
the $500 million, would you not ?

Mr. Goroox. I hope it will be.

Mr. Passaan. Thank you very much, sir,

Mr. Rhodes?

LAND IMPROVEMENT PROGRAM

Mr. Ruopes. Mr. Chairman, referring to those portions of this
program that have to do with the improvements of the land, we had
some testimony about 2 years ago concerning land in Peru. In fact,
I think a highway was built to some land which we planned to de-
velop. When the highway was completed, or almost completed,
somebody finally got around to taking a sample of the soil and look-
ing at the rainfall and apparently there was quite a bit of doubt after
that as to whether or not the land was really arable, and whether
much of anything of economic value could be grown on it. It was a
rain forest.

Because of the type of security which is demanded for loans which
we are now contemplating, I am wondering if we are going into loans
which are very speculative, as far as chances of repayment are con-
cerned, in the field of land improvement.

Mr. Goroox. Mr. Rhodes, I wonder whether I could ask someone
from the ICA who is familiar with the actual experience in Peru to
comment on the first part of your question and then I would like to
comment on the second part, if I might.

Mr. Jounsron. Mr. Rhodes, T will try to answer your question.

The Peruvian Government, at the moment, through their resources
and the past training that they have had in their technical assistance
program, have trained a Corps of Engineers, et cetera, to try to com-
ply with all of the regulations, et cetera, that go with some of their
loan requests to make sure surveys are made in order not to make
any mistakes.
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We are led to believe and understand that we are making progress
in this direction, as they have been trained engineers, et cetera,

Mr. Gorbon. On the future aspects of it, Mr. Rhmies, the Bank is
of course familiar with this problem. It has incidentally been bor-
rowing heavily from the experience of the World Bank, which, of
course, has been going for 15 years now.

The World Bank has been most helpful to the new Inter-American
Bank in giving them advice, in helping them to organize and staff
and giving the full benefit of their experience from these things.

I am sure that there have been mistakes made and, of course, one of
the purposes is to profit by the mistakes and not to repeat them.

1 Il)m(ﬁ:eard of an experience of this kind. I do not know the par-
ticular details. I can only say that the Bank is enjoined in this trust
agreement to see that the necessary kind of technical work is done
before it gets committed.

I would not try to guarantee there will be no more mistakes, but
we will do what is humanly possible to try to avoid them in the future.

INCENTIVE OF BANK TO FINANCE SOUND PROJECTS

Mr. Ruopes. I am also worried by the fact that we may be flying in
the face of human nature. The Bank is a trustee.

Mr. Goroon. That is right.

Mr. Ruooes. There is currently no great incentive to the Bank to be
a good trustee. In other words, there is no penalty on the Bank if the
Bank handles the trust fund carelessly. There is no reward to the
Bank if it does not handle the funds carelessly.

Once again, referring to human nature, is this a good situation so
far as safety of the investment is concerned ?

Mr. Gorpox. I can make two observations on this. First, the mem-
bers of the Bank have a tremendous interest in this program being
successful, and not just having money wasted. The Bank itself. for
a young institution, is very proud of the fact that it is the first Inter-
American Bank created, as Mr. Berle said yesterday, after 50 or 60
years of discussion of this kind of thing, I think they are very jealous
of their reputation and want to keep it that way. They are enjoined
in the trust agreement to handle these funds with the same respon-
sibility they would handle the regular funds. I am sure from the point
of view of accountability and all that kind of thing, there i1s no
problem.

Mr. Rropes. There is no legal sanction possible.

Mr. Goroox. I don’t know how a legal sanction could be applied.

Mr. Ruooes. Would you agree, Mr. Berle?

Mr. Berie. Yes; only that the individuals could be held for misap-
propriated funds in their own countries.

Mr. Goroox. With respect to the question of incentive for good
behavior, and for administering this trust in such a way as to make
it a success, I think there is one incentive of some importance. They
are just as aware as we are, and as the members of the committee are,
that this is supposed to be the first stage in a program that will last
overa period of some years, They are aware, or they will be after they
read this record if they have not been previously, that before any fur-
ther funds are forthcoming for this sort of work there will have to be




a real factual demonstration of the right kinds of things having been
done with the first installment, so I think there is a real incentive of
that type.

LAND REFORM PROGRAM

Mr. Ruooes. Have you any way of knowing what will be grown on
the newly subjugated land?

Mr. Goroox, This varies enormously from area to area. We are
talking about a continent that runs from temperate latitudes in the
Far South to tropies and all kinds of rainfall and soil conditions.
One of the things they need most is more food. As you know, in this
area, which is primarily an agricultural area, most countries are not
self-sufficient in food, which is an extraordinary situation.

Mr. Ruoprs. Throughout the statements there has been mentioned
the term “land reform” from time to time. Will the ultimate result
of land reform, in any case that you know of, be that the government
of the country will own more land than it now owns?

Mr. Gorpon. I would think not in the end result. The normal
situation where the government is buying up land from private hold-
ers is that it then makes it available to small farmers on something
like the Homestead Act type of procedure, so that in due course the
small farmer gets a fl'ee!mlld title.

Mr. Ruopes. Isit ourintention that the government not acquire land
for the purpose of becoming a large landholder but that it acquire
land, if 1t does acquire it, for the purpose of dividing the land into
economic tracts so that an average farm family can make a living?

Mr. Goroox. Thisis the whole concept of the land reform idea.

Mr. Ruopes. Can we go further? Can we say the Bank will insist
that that be the practice wherever land reform is undertaken?

My, Gorbon. I think we could do that.

Mr. Ruopes. I would hope we could.

Mr. Jonnston. If I may use a country as an example where this
is going on at this very minute. Colombia is one of the countries,
This is one of the things they are insisting on in their land reform
program, the very thing you mentioned.

Mr. Ruopes. I think you see my point. I do not want a lot of col-
lective or state-owned farms in South America or anywhere else so
far as that is concerned.

Mr. Gorpon. I am completely in accord with that, Mr. Rhodes.

PARTICIPATION OF PEACE CORPS IN PROGRAM

Mr. Ruobes. Will there be any participation by the Peace Corps in
any of the projects we are now considering ?

Mr. GornonN. We have discussed this in a very preliminary way
with Mr. Shriver. I believe there will be some projects on which
the Peace Corps can be most helpful.

Mr. Taser. Where would they get their money ?

Mr. Goroon. The Peace Corps?

Mr, Taper. Yes.

Mr. Gorbox. In whatever provision is made for financing the Peace
Corps. It has nothing to do with these funds here.

Mr. Ruopes. However, these funds could be made available by the
Bank through the latitude we have given them in their agreement.




Mr. Goroon. The only case I can see would be where some members
of the Peace Corps had some special technical qualifications to pro-
vide some of the technical assistance.

Mr. Ruopes. Technical assistance money perhaps could be made
available.

Mr. Goroon. That is right.

Mr. Ruopes. In the construction of projects, and I am assuming I
am right and you are wrong as to the wording of the agreement and
that there could be reclamation pr(?'ects, is there anything in the
agreement with the Bank which would require feasibility tests similar
to those we apply under Circular A-<47 of the Bureau of the Budget,
and which must be applied in other mutual security projects by law?

Mr. Goroox. I am not familiar with the Budget Bureau circular.

Mr. Raopes. Mr. Johnston might be.

Mr. Jomnston. I am not familiar with it in detail, sir.

Mr. MacPuaiw. I believe it is A-47. It is a requirement in the
Mutual Security Act.

Mr. Ruopes. That is right. However, it is not a requirement in
the enabling legislation for this money unless we make it a requirement
in the appropriation bill.

Mr. éonnom My advisers tell me that that circular refers to esti-
mates of cost-benefit ratios in connection with reclamation projects.

In our previous interchange I indicated we do not contemp}ate that

kind of project being done with these funds. I do not think the case
will arise.

I thought we agreed the other day legislative history would make it
clear that kind of project was not contemplated.

Mr. Ruopes. I wanted it even more clear.

Mr. Goroon. Very good.

Mr. Ruaobes. I think that is all, Mr. Chairman.

Mr. Avexanper. With regard to land reform, one of things that
bothered me particularly, living in a textile area, is the fact that in
some of our ICA programs we have encouraged the development of
many of the things where we have an oversupply in this coun try, such
as cotton, textiles, and that kind of thing.

Will there be any restriction to try to prevent oversupply of things
which would come back into this country which would bring about
problems in the field of textiles or cotton ?

Mr. Goroon. I do not think there would be a formal restriction as
to the kinds of crops that would be grown on land by farmers in newly
settled areas. I think any sensible program would try to avoid adding
to overproduction of things that are already in excessive supply.

There are, of course, some things in excessive su ply in Latin
America that we do not produce at all, notably coffee, which is in very
great oversupply. i

The first purpose is to try to get food. As I mentioned a moment
ago, Latin America is not now self-sufficient in food. The population
is growing at a rate of 214 percent per year or more than that. It
is the most rapid rate of population increase in the world, so this is
clearly the most pressing nee}l.

I think what gets grown in particular places will have to depend
on the nature of the soil and the markets that are available,
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Mr. Avexaxper. Will we encourage them to plant those things even
though their soil is suited for it which would come back to haunt us
in this country ?

Mr. Goroon. I do not think we could lay down legal restrictions
which in turn would have to be converted in some kind of domestic
restraint for all time on the particular farmer in the particular
country.

Mr. Avexanper. We were given assurance under the Development
Loan Fund that they would not make any future loans for the estab-
lishment of textile plants in any of these underdeveloped countries.

The point I am trying to establish here is that you in your loans
under the Inter-American Bank will not make loans that would pro-
mote the type of products that would come back to this country and
create more trouble and compound the trouble we are in.

Mr. Goroon. As far as industrial projects are concerned they are
not in this program at all. That very wide range of goods, including
textiles, would not figure here.

Mr. Avexanper. T am thinking more of the land development and
the products grown on the land, such as cotton.

Mr. MoxToya. I know there have been loans made by the Export-
Import Bank for cotton gins in one of the South American countries,
I believe Ecuador. That is certainly a loan which tends in the end to
compete with our domestic products.

Mr. Avexanper. Did we establish the other day there were funds
here for steel mills for Brasilia ?

Mzr. GorpoxN. Mr. Berle referred to an Export-Import Bank project.

Mr. Berre. That is right ; yes, sir.

COMMITMENT TO APPROPRIATE $500 MILLION

Mr. Avexaxper. As T understand it, $394 million has been com-
mitted at Bogotd for the Inter-American Bank, and $100 million for
the ICA type of project where a different criteria is used but which
nevertheless will be handled through ICA.

Mr. GorooN. Not precisely, Mr. Alexander. There was no commit-
ment as to a particular figure at Bogotd. There was a commitment to
establish a fund, and the fields for which it would be used. These
figures subsequently developed the $394 million, the $6 million, and
the $100 million. Those were developed by us as a proper division of
the funds based on the evidence that we developed since Bogotd on
the distribution of the needs among these classes of use.

Mr. ArexanpEr. Are we more committed to the $394 million than
we are to the $100 million ?

Mr. Goroon. I would say insofar as there is any commitment, which
is a political and psychological one rather than a legal one, it really
affects the entire $500 million.

LOAN RATHER THAN GRANT OF $500 MILLION

Mr. Arexanper. What would be your reaction to a suggestion that
we approve this request in the form of a loan, say for 40 years, repay-
able to the U.S. Treasury ?

Mr. Gorbox. In dollars?

Mr. Auexanper. Make it in soft currency if you want to.

67615—61—18
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Mr. Gornox. Well, sir, if it were a loan repayable in soft currency
I do not think it would do us much good, and I would think it would
be better to have the repayments of the loans made by the Bank to the
individual countries and agencies go back into the revolving fund to
be reused for the same purposes as we have proposed here.

I think that the United States accumulating on a bilateral or uni-
lateral basis large volumes of other people’s currencies really creates
trouble for itself and we would be much better off to have these funds
in this revolving fund for use by the Inter-American institution for
further relending for these purposes.

ADMINISTRATIVE EXPENSES OF THE BANK

Mr. Arexanper. Under your agreement with the Inter-American
Bank as trustee for this fund, what would you pay them for the han-
dling of the loan?

Mr. Goroox. The administrative expenditures here, Mr. Alexander,
and the arrangements for those, are described in the annex to the
agreement, page C-9 of the book.

What it provides is that the fund shall be charged for salary and
the professional staff exclusive of division heads, and so on.

The fund also will be charged for all direct expenses clearly identifi-
able as being incurred on the fund’s behalf, for example, staff travel
and consultant costs on these particular projects.

Then there is a provision for overhead which is put in at the rate
of $1.80 for each dollar of the professional salary cost.

That figure was put in on the basis of the World Bank’s experience
over a considerable period of time.

There is also a provision for review of this at the end of each
accounting period between the Bank and the United States and for
adjustment either down or up as the case may be based on the actual
cost.

The Bank is a little concerned that the figure may be low because,
unlike the International Bank which does all its work in the English
langauge, this bank works bilingually. All their documents have to
be available in both languages. They have to be bilingual secretaries
and a staff of translators, and it may be that the overhead costs will
be slightly larger, but we thought that the wise thing to do would
be to put this in now on the basis of World Bank experience, and
then after we have had experience to review the actual costs and make
an adjustment if necessary.

Then finally there is an exclusion, a provision that no charge will
be made to the fund for the general costs, such as annual meeting of
the Board of Governors, offices of the Executive Directors, personal
services of the top officers, salaries of the division heads, or expenses
incurred by the Bank primarily for its own benefit, such as travel,
books and periodicals, and various fees and compensation costs, such
as actuarial services.

Mr. Passman. These same directors are directors of the regular
bank organization, are they not?

Mr. Gornon. That is right.

Mr. Passman. So it would only follow you would not want to pay
them double.
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Mr. Goroox. That is right.

Mr. Passman. I think the record should show that they are the
same directors who manage the regular bank, and there is no charity
necessarily involved on the part of the directors that they are not
collecting for attending these meetings.

Mr. Goroox. That is right.

The reason we put in this provision was not

Myr. Passman. Iam not quarreling, but getting the record straight.

Mr. Goroox. I wanted to add one point. It was not to avoid double
payment, which would be excluded in any case, but it was also to
avoid having this fund charged rather than the regular funds of the
Bank for those particular expenses.

Mr. Avexanper. There will be no percentage charge, as such, for
services such as our banks would get here?

Mr. Goroon. No, sir. In connection with the individual project
loans from the Bank to the recipient country they may well include
in the interest rate, which is set on that loan, something to cover part
of their costs, In that case, of course, the fund will be made whole
out of the repayments in due course.

INTEREST RATE TO BE DETERMINED FOR EACH LOAN

Mr. Arexanper. What is the interest rate that a borrower would
pay as an incentive for them to pay the loan back in the shortest
possible time #

Mr. GorooN. There is no interest rate established in the agreement.
This is to be negotiated in each case.

The ruling rates of interest in these various countries vary a good
deal depending on how scarce money is,

Mr. ArexaNper. Will the Inter-American Bank charge the bor-
rower in the individual countries the prevailing rate in that country ¥

Mr. Gorbon. This is subject to negotiations in each case.

In certain of the institutions, like agricultural credit institutions,
and these low-income group housing institutions, one of the purposes
of this program is to get the rates down because the rates that now
prevail are much too high in many cases.

One of the difficulties is that the small farmer, if he gets access to
credit at all, often has to pay inordinately high interest rates.

Mr. Arexanper. Could it be there will be loans made where no in-
terest will be charged ?

Mr. Goroon. That is perfectly conceivable under the terms; yes,
sir,

Mr. Avexanper. Would you estimate as best you can what the first
year operation charge will be for the handling of these funds?

Mr. GorpoN. Administrative costs?

Mr. ArExANDER. Yes.

Mr. Goroon. T have no estimate of that. If you want me to de-
velop one I will do so.

Mr. Arexanper. Will you put it in the record, if possible, so we will
have some idea of what that cost may be?

Mr. Gorpon. We will have to discuss that with the bank, of course.

Mr. Passman. In the event Congress, in its wisdom, should con-
sider this as a moral commitment, but felt that hy following estab-
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lished procedures and providing this money we should request a
reasonable estimate as to the maximum amount you would need to get
the program going for the first 2 years, with a subsequent appropria-
tion which would meet the needs—because it is yet to be determined,
even though you have a ceiling of $394 million, although you actually
do not know ‘whether it would require more or less than that amount,
and as it is indicated very clearly it will be several years before you
need the entire amount—do you see any merit to such consideration
on the part of the Congress; do you think it makes any sense?

Mr. Goroon. The amounts we believe can be committed in specifie
projects during the first 2 years are the full amounts requested here.

Mr. Passman. I do not know, then, how you will get over the barri-
cade of Dr. Morgan’s positive assurance that such is not the case, that
the various projects would be fully justified to the Congress.

CHILEAN PRESS

Mr. ConTE. Some mention was made here with regard to the news-
papers in Chile. It was my understanding there was a conservative
press but the printers were Communist.

Mr. Berre. May this be off the record?

Mr. Passman. What was the question?

Mr. Coxte. With regard to the Chilean newspapers, it was my
impression that the newspapers themselves were conservative in na-
ture but the printers were Communist.

Mpr. Passman. If the Ambassador desires his comment to be off the
record it is certainly all right.

Mr. Berne. Off the record.

(Discussion held off the record.)

POSSIBELE INFLATIONARY EFFECT OF PROGRAM

Mr. AxprEws. Mr. Berle, I have a good friend from Alabama who
is now a banker, a graduate of the School of Business Administration
at Harvard. He is somewhat of a world traveler., Last year he
traveled through South America—hired a boat and went from one
end of the Amazon to the other. He did a good job of observing the
different countries.

Last year he appeared before the Foreign Affairs Committee and
made a statement in opposition to the pending bill for the foreign aid
program for fiscal 1961.

He made this statement and I would like you to comment on it:

As to inflation, being a banker I have made it a point to keenly observe the
effects of inflation in some of the foreign countries I have visited. I will con-
fine my remarks to Brazil, Argentina, and Chile, all of which are suffering
acutely. Their money is practically worthless because the Government has
spent more than it took in. The value of their money has declined steadily and
prices have therefore risen in proportion.

I would like you to discuss that statement and tell me what in your
opinion the effect of this program will be on inflation in those coun-
tries, if they do have that inflation.

Mr. Berie. Your correspondent is right with respect to some coun-
tries.

Mr. Anprews. He mentioned Brazil, Argentina, Chile.
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Mr. Berre. One of the reasons for wishing to have this legislation
is that it does provide the possibility of assisting these countries that
the currency situation be reduced to order, and that is already going
forward.

I have on my desk now three plans, one in Venezuela where it is a
question of resisting inflation. The second is the Brazilian plan
which, without stimulus from this fund, the new President is puttin
into effect ; and, of course, there is the third, the Argentine plan which
already is in effect, sometimes known as the Austerity plan. I know
no plans as yet from Chile.

National economic plans are called for under this program. Some
of these are already in process of formation. In all of them an at-
tempt has been made to try to bring an orderly development in the
currency situation, and we hope these will be successful.

As I say, there are three such plans I have seen already, some in the
process of formation, and some which have been put into effect before
where the real problem is to ease the austerity burden a little as the
plans themselves go into effect.

Mr. A~xprews. Do you think that spending this sizable sum of
money in these countries will add to that inflationary situation?

Mr. Berre. The sum is not large enough, Mr. Congressman, to in-
flate the currency as such. It takes more than $500 million to inflate
the currency in Latin America.

What it does do is to make it possible to give incentives toward
putting your own house in order.

In referring to national economic plans, and that was one of the
considerations the Bogotd group had in mind

Mr. AxprEws. One of those had to do with the land reform pro-
gram and the other was the tax problem.

Mr. Berre, That is right.

Mr. Axprews. The countries which participated in the Bogotd Con-
ference did make certain commitments to take action with reference
to land and taxes?

Mr. Gorbon. Yes.

Mr. Axprews. Do you plan to make any loans in countries which
have taken no action in connection with tax reformation or land
programs?

Mr. Gorpox. Mr, Congressman, loans related to these things, that
is, loans for land use, would be made only where the right kind of
action in the land field had been taken. We would not say that a loan
in the educational field would be contingent upon reform in the land
structure, but in each case the loan is supposed to be made on the basis
of self-help for the project concerned and institutional improvement
related to that particular field of action.

Mr. Axprews. Let us take a country which has no income tax. 1
understand several have no income tax.

Mr. Berie. As a matter of fact, they all do. I think without ex-
ception there are those which do not administer their income taxes
very well nor collect them very much. The problem is much more
one of actually assuring that their tax systems are enforced. Of
course, in many cases the rates should be shifted.

Last night, in response to a question from the chairman, I believe,
we looked up the list and it developed that there is on the books some
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sort of income tax provision, however elementary, in all of the 20
Latin American countries.

This does not mean that it works well in all cases.

Mr. Gorvox. If I may add a word on the inflation situation gen-
erally.

Mr. Axprews. Surely.

Mr. Goroox. This is a problem I have studied with some care. In
two of the three countries mentioned by your friend, that is to say,
in Argentina and Chile, there have been strenuous efforts made in
the last couple of years for monetary stabilization, and they have had
considerable success.

With respect to the exchange rate in Argentina it has been stable
at the rate of about 83 pesos to the dollar since 1959.

That compares with the previous experience from 1957 to 1959
when the currency depreciated from 37 to 83. It has been held at 83.

In 1959 there was a doubling in the cost of living.

In the year 1960 there was an increase of only 10 percent. In
short, from a rate of inflation of 100 percent a year they got it down
to 10 percent in a year, which is some very considerable improve-
ment.

With respect to Chile, the exchange rate also has been stable since
1959 at the rate of 1.05 escudos to the dollar. They used to have an
escudo which was 1,000 pesos.

Likewise there in the years 1955 to 1959, which were all yvears of
very bad inflation, the rate depreciated from about 200 pesos as it
was known then to over 1,000 pesos before they were converted to the
new unit of the escudo.

For a period of over 2 years the exchange rate there has been
stable.

Likewise the cost of living, although still going up somewhat, has
been greatly stabilized compared with the previous experience.

In the Brazilian case, inflation has averaged around 30 percent a
year for the last 10 years or so, and that situation act ully got worse
in the last year or two rather than better, and it got worse because of
the very things that your friend pointed out.

Mr. Quadros, the new President of Brazil, who took office on the
31st of January this year, regards this as problem No. 1.

As he said i his own message to his Congress a few days ago, he
inherited a country which was close to bankruptcy and he proposes
to put his house in order.

He was Goyernor a few years ago in the State of Sio Paulo, the
richest state in the country. He inherited a similar fiseal situation
there, and by the end of his 4 years of tenure as Governor the budget
was in the black instead of in the red. A large number of employees
who should not have been on the state payroll were off the state pay-
roll, and in fact the house was put in order.

All of us hope he will do the same for the nation as he did for the
state.

Myr. Passyan. More presidents of that type are needed in Latin
America. i

Mr. Goroox. Indeed we are fortunate we have, or they are fortunate
they have
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Mr. Axprews. My friend, when testifying before the committee
said, “The peso, thought of as an Uruguayan dollar, is now 8 and
a fraction cents.”

He said he tipped a waiter 50 pesos in Argentina. I can see my
friend now, who said the waiter nearly fell over. This formerly was
thought of as their dollar and it cost him 40 cents.

If you have a chance I would like you to read the statement he
made.

One further question of the ICA people.

Off the record.

( Discussion held off the record.)

ICA HOME DEMONSTRATION PROJECT

Mr. Axprews. In his testimony he stated ;

In this econnection, and as one real example, I recall visiting the town of
lquitos, which is in eastern Peru at the headwaters of the Amazon River. Iqui-
tos has been a dead town since Brazil lost its monopoly on rubber a generation
ago. I was at the leading hotel there in the dining room. I introduced myself
to a woman of rather advanced years,

She told me was an ex-schoolteacher and an employee of our point 4 program.
This woman had at our country’s expense boarded a plane over the Andes from
Lima, Peru to this small town.

She said she had come to lecture some women on domestic economy. I was
invited to the lecture, which was held in a small room with about 15 or 20
women, mostly of Indian blood and practically no education. Their expressions
were incomprehensive as she talked in Spanish. The best 1 could get out of it
was that she was deseribing the use of modern household electrical aids, for
instance, automatic washing machines, et cetera. This was in a town which had
practically no electricity.

After staying at this expensive hotel 2 or 3 days she flew back to Lima.

1t seems to me ICA could initiate better projects than that.

Mr. Berre. I am very sure you could. I ean only connect it with
something which occasionally goes on on the other side, and this was
1ot a project.

While I was Ambassador in Brazil a number of Brazilian women,
with the help of Mrs. Berle, formed what would be the equivalent here
of the Hospital Aid Society. Children come into the clinics practi-
cally naked and you have to do something to try to give them ordinary
care,

That technical aid took the form of getting a great many women,
now there are 150,000 throughout Brazil, doing a certain amount of
sewing once a week to take care of hospital sheets, and so forth.

The American contribution, which we might have gotten out of ICA
today, but at that time we did not have, we got the Singer Sewing
Machine Co. to give us the use at a low rate of several hundred sewing
machines. We got the local people to contribute the textiles and the
women to do the work. That is how many of the hospitals in Brazil
get the kind of dry goods they need to take care of their really poor
patients,

I am merely trying to say that unquestionably there are cases of
the kind you mentioned, but I myself also have traveled in the Amazon
and I have seen many things done which were of the utmost use with
the least possible expenditure of money and largely done through the
dedication of people who work.




246

Mr. Passmax. You are speaking of free enterprise accomplish-
ments, not ICA ?

Mr. Berie. I do not think that would have been done except for
the fact the United States did give some help on this particular thing.
I contributed some overhead by allowing the use of the Government
installations wherever there were any. 1 do not know if I had con-
gressional approval.

I have no apologies. We were able to get a little money to go for
the organization. It did require a certain amount of help.

The private enterprise feature would be the equivalent of the self-
help which is intended in this bill.
= That from a small unit grew to something like the Red Cross in

razil.

Mr. Axprews. We had a former Member of Congress testify before
our committee 2 or 3 years ago. He had served with ICA in Peru.
He came before the committee and said he was so disgusted with the
program that he had resigned. Before resigning, however, he came
to Washington in an effort to see the head of ICA to complain about
conditions that existed in Peru. He spent a week here in Washing-
ton and never was able to see the Director and make his complaint, so
he went back in disgust and resigned. His testimony is in the record.
I wish you ICA people would read it.

POORLY PLANNED PROJECTS

Mr. Passman. Certainly this would not apply to any one indi-
vidual. T am not saying this in the vein of ugly eriticism, but I

think Mr. Taber has come nearer putting his finger on the situation
than any member of the committee that it is the most wasteful and
mismanaged program ever conceived by the mind of man.

If you read the hearings of this subcommittee, which I doubt that
many of you do—some say they do not even read our reports—you will
learn there have been literally thonsands of ill-conceived projects that
had to be abandoned altogether.

Do you not think it would be better if we would go into a country
and have 100 good projects, carefully worked out, than to undertake
600 projects haphazardly ?

In one country there were 1,200 projects underway, and they aban-
doned more than 400 of them.

Mr. MacPram. Weare trying to develop with the countries soundly
conceived projects. In many of these countries, as indicated yester-
day, you are dealing with governmental institutions and people who
lack training and many of whom lack education. It is an extremely
difficult job to get projects carried out by people who lack the training,
lack the education, lack the ministerial skills.

That is the problem in part of working overseas. As I said yester-
day to Mr. Taber, we have made some failures, but we have had a
great number of successes, and we feel in ICA over the past few years
we have developed the human skills, the governmental institutions,
and the local institutions which will make these projects be soundly
conceived and developed when they are negotiated.

I cited a project yesterday, the self-help school in Nicaragua.
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There you have a cadre of small people who are in the municipali-
ties who are prepared to go out and work in the afternoons, nights,
Sundays, and holidays to build their own schools. We think that is
a good thing.

Mr. Passman. Thank you. That is, and I say this respectfully, a
typical ICA answer.

The committee will now stand adjourned.

Frmay, Marca 24, 1961,

My, Passaman. While waiting for Mr. Conte to resume his exami-
nation, we shall direct a few questions to the representative of the
ICA.

UNOBLIGATED FUNDS IN U.S. TECHNICAL ASSISTANCE PROGRAM

What amount did you request for the U.S. technical aid program
for fiseal 19607

Mr. MacPrarL. 19607

Mr. Passman, Yes; worldwide.,

Mr. Mossrer. $211 million in fiscal 1960.

Mr. Passmax. What amount did you get ?

Mr. Mosster. $181,200.000, 5y

Mr. Passman. What amount did you obligate out of the total
available?

Mr. Mossrer. All but $5,400,000.

Mr. Passaran. Had the committee recommended and the Congress
appropriated all the money you requested you would have wound
up with a much larger unobligated amount, would you not?

Mr. MossLer. We will lose some, anyway.

Mr. Passaan. Under the same conditions, with the same program,
if we had appropriated the total request, instead of having $5 million
unobligated, you would have had a larger amount ?

Mr. MossLer. It isalmost impossible to say.

.\Il;. Passaax. Then don’t try to say it. How about for fiscal
19617

Mr. Mosster. Total request, including bilateral and multilateral——

Mr. Passman. The U.S. technical aid program, just the one.

Mr. MossLer. It includes the UNTA program.

Mr, Passyax. We want the U.S. technical aid request.

Mr. MossLer. Both of them are. The ficure I have here combines
the two.

Mr. Passyax. Please separate them.

Mr. MacPrAIL, $172 million was requested for the bilateral tech-
nical assistance.

Mr. Passman. How much did we allow?

Mr. MacPratn, $150 million.

Mr. Passaran. What amount have you obligated ?

Mr. Mossrer. 'We have not yet, reached the end of the vear.

Mr. Passyay. What amount do you contemplate having unobli-
gated at the end of fiscal 19617 '

Mr. MossLer. As the result of a loss of a deobligation—reobliga-
tion authority we probably will have something slightly in excess

of what we had last year. This is our best guess.
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Mr. Passman. Howmuch is it ? 2

Mr. Moss.er, My guess is that we will have about $71% million this
year.

Mr. Passman. Do you have anything sounder than your guess?
Have you an estimate made by the Department ?

Mr. Mossrer. This was our estimate, $714 million.

Mr. Passyan. Did you have an estimate of $20 million a few
weeks ago?

Mr. MossLer. Not from the technieal cooperation program.

Mr. Passman. Had the Congress appropriated the total amount
you requested under the same program, you would have had a larger
amount unobligated.

Mr. MossLer. Not necessarily. When we are doing business in 60
countries, and as a result of the loss of the right to reobligate——

Mr. Passman. Did you not have the right to reobligate in 19607

Mr. Mosster. Not in 1961. Even without that right we are bound
to have some amount unobligated when operating in some 60 coun-
tries.

Mr. Passman. You will have approximately the same amount un-
obligated. How much did you request, what amount was appro-
priated, and how much did you have unoi)lir,__rute(l for fiscal 19597

Mr. MossLer. We requested $171.5 million.

Mr. Passysan. What did you receive?

Mr. MossLer. You gave us that amount.

Mr. Passyman. What amount did you have unobligated ?

Mr. MossreEr. We had unobligated $7.7 million.

Mr. Passman. Are you ready to forgive us for not appropriating

all the money you wanted ?

Mr. Mosster. You will recall during that year—this was the year
we had the special oversea training program and we deliberately set
aside that amount which was not needed for this purpose,

Mr. Passmax. Is that not the year Secretary Dillon stated before
this subcommittee, and we have the testimony here if you want to read
it, that they requested an amount in excess of what they could pru-
dently obligate? Did youread that?

Mr. Mosster, I kept up with the hearings and we did admit that
year since we could not use it for the purpose for which we said we
“ianted it, we did not feel it was a good idea to use it for something
else,

Mr. Passman. Anyway, almost without exception, even after
making reductions in this appropriation, you wind up with unobli-
gated funds.

Mr. Mosster. We have wound up with some unobligated funds in
the last few years.

Mr. Passman. Which means the larger the program the more un-
controllable it is.

Mr. Mosster. No. The “Defense support” appropriation, for
example——

Mr. Passmax. We are talking about U.S. technical assistance.

Mr. MossLer. I want to show that the size of the appropriation does
not necessarily influence the amount you have unobligated at the end
of the year.
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Mr. MacPuar. A great deal depends on the countries where you
tentatively program the funds. I am sure you would not want us to
program technical assistance funds for a new African country, for
example, and attempt to obligate them at the last minute unless we
had firm projects and proposals in which to obligate them.

Mr. Passyan. You are prohibited by law from doing that, of
course.

If you read the hearings, and review the tremendous amount of
money you have hastily obligated, and just as soon as we make the
appropriaiton you start deobligating—you have had the right to
reobligate—I think it is well to have those facts in the record, so we
shall not make the mistake of recommending more money than you
‘an wisely obligate,

INADEQUACY OF INCOME TAX LAWS IN LATIN AMERICA

Dr. Gordon, did you ever bring us a list of the Latin American coun-
tries that have no income tax laws ?

Mr. GornoN. You asked us to file some information for the record.
We discovered there are no Latin American countries that do not have
some kind of income tax law.

The other detail which was on the estate taxes and on the rates of
the income taxes either has been supplied or

Mr. PassmaN., Does Costa Rica have an income tax law ?

Mr. Jounston. Yes, sir.

Mr. Passyman. I say respectfully that you were under the impres-
sion a few days ago some ]f,at-'m American countries did not have in-
come taxes. Isthat correct?

Mr. Goroox. It was. I expressed an absence of knowledge on this
subject.

Mr. Passmax. You understood that was one of the most important
things to know, whether or not these countries had adequate tax laws,
to provide & reasonable portion of their own revenune, before request-
ing the American taxpayer to provide these funds?

Mr. Goroon. In general I believe that the tax systems of the Latin
American countries are inadequate. Whether they have an income
tax law or not is only part of the question.

Mr. Passman. That is where we get a large share of our money, is it
not ?

Mr. Goroon. Certainly, the largest share.

Mr. PassmaN. Where is the detailed information ?

Mr. Joanston. We submitted for the record

Mr. Gorvox. You asked us to submit it for the record and we did
that.

Mr. Passmaxn. There is certain information we asked you to give the
committee. We shall decide when and where it is to be inserted.

You have copies of what you will put in the record on the tax struc-
ture?

Mr. Joanston. No, sir.

Mr. Passman. Do you know whether or not you established the top
brackets on income taxes in the information you put in the record?

Mr. Joansron. No, sir. We will give you that information.
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Mr. Passarax., We go up to 91 percent of the income. Let us know
the top bracket for each country in Latin America which may have an
income tax law.

And, too, give us the same information on the estate, or inheritance,
tax.

(The information follows:)

A number of Latin American countries have a schedular system of taxes, with
different rates levied on different sources of income. The maximum rates
levied on wages and salaries have been noted in eolumn I of the attached table.
Where rates are higher on other types of income, the maximum rate is noted
under column II and the type of income to which this rate is applied is found
in column ITI. In five of the countries—Bolivia, Brazil, Chile, Peru, and
Venezuela—an additional “complementary” tax is levied on all sources of in-
dividual income, The maximum rates for this tax are found in column IV.

Almost half of the countries have a general tax rate that is applied to in-
dividnal income derived from all sources. The maximum tax rates for these
countries is found in colnmn V.

Inheritance taxes of some sort are levied in all of the countries. The rates
charged depend on the closeness of the relationship of the inheritor to the de-
ceased and on the size of the inheritance. The lowest rate is usually charged
for the children or the spouse of the deceased and the highest for distant rela-
tives or nonrelated persons. The maximum rates for the closest relatives are
given in column VI and the maximum rates for the most distant relatives or
nonrelated persons are given in column VII.

It should be pointed out that the aftached table does not provide any clear in-
dication of the tax burden on individuals. The table does not indieate allowable
deductions or the income brackets to which the rates apply. Nor does it include
certain types of business taxes applicable to individuals. Most important, it
gives no information on the relative effectiveness of tax collection or enforce-
ment. Valid conelusions of the incidence of taxation ean only be made if these
other factors are taken into account.
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Mazimum raies on individual income and inherilance tazes for Latin American
counlries

[In percent]

Individual income taxes Inheritance taxes

k Paid by
Tax on Overall most

WOEeS Tax on comple- | General | Paid by | distant
Country and other mentary | income closest | relatives
salaries | income tax tax relatives | or non-
related
persons

Argvmiml
i iquid capi
Braz 28 | Dividends
Chile. z i
Colombis
Costa Rica.
Ecuadorf..
El Salvador
Guatemala_
Halti_ ...
Honduras
Mexico-
Nicaragua.
Panama ¥_
Paraguay !

Uruguay
Venezuels. .........

! The inheritance tax is o state tax. The rates given are for the State of Sao Paulo.
2 Income from professions is subject to & complementary tax of 10 percent.
3 In addition there is an excess profits tax graduating to 51 percent of the value of the patrimony.
4 Income from capital is subject to a 7 percent su r('hurgc: special surcharges on income from capital or
C"\]Jl‘d] and personal services received until 1962 reach & maximum of 33 percent.
mnmipdroms and grandchildren pay a 10-percent surtax and other descendants pay 8 20-percent surtax,
'-Ulm‘ mumnicipalities levy a surtax on inheritances, with a rate of 25 percent in Guayaquil.
¢ An annual tax of the equivalent of $400 is also paid by professionals.
T Not taxable.
§ Includes real estate only.
¥ There is a 20-percent surcharge which is figured on the regular tax payable for all types of income other
than earned income.
i0'8inee 1954 there has been a discount of 30 percent on the amount of the tax,
11 There is no general income tax; however, private income derived from business is taxed up to 85 percent,
12 Withheld for old age.

Sources: The major sources are Diamond, Walter H., “Forelgn Tax and Trade Briefs”, Fallon Law Book
Co,, New York, N.Y., and a series of country studies published by the Pan American Union entitled “A
Statement of the Laws AfTecting Business.”
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Mr. Gorooxn, If T may answer one question to Mr. Alexander.

Mr. Passaan. Let me first yield to Mr. Conte, and he may yield to
Mr. Alexander.

Mr. Conte. I will yield, Mr. Alexander.

ADMINISTRATIVE EXPENSES OF BANK

Mr. GorooxN. You asked if I could estimate the administrative
costs for the Bank part of this program. I said I had no figure in
mind.

We have discussed this with the Bank. They do not want to file
an official estimate, but on the basis of that discussion it looks as if
the figure in a year would be somewhere between $114 and $2 million,
which is something under 1 percent of the amount of loans anticipated.

Mr. Avexanper. Thank you.

Mr. Axprews. Doctor, is it true there is no serious effort made in
any of the countries in this area to collect taxes even though they have
tax laws?

Mr. Goroon. I think that would be a very substantial overstatement
of the situation, Mr. Andrews. After all, a good deal of tax revenue
is collected.

The efliciency varies enormously, all the way from Bolivia where
the administrative arrangements for the tax system have been very
primitive indeed, where some work is being done with them at the
present time to try to strengthen this, to cases like Argentina, Chile,
Mexico, where they have a good administrative setup. I would not
say there is no tax evasion or avoidance, there is certainly that, but
it really varies all over the map.

A lot of revenue is collected. T doubt whether in all but a handful
of cases the administrative system is adequate.

There already has been set in motion a project which Mr. Dillon
mentioned in his opening statement last Monday afternoon which is
done cooperatively between the OAS, the Economic Commission for
Latin America in Chile, which is a United Nations regional body, and
the Harvard Law School which has had a large international tax
program going for several years to make specific case studies of the
tax administration and the weaknesses which are involved in them
and to develop specific recommendations country by country as to
what they should do in order to tighten up their whole tax collecting
system.

Mr. Axprews. Thank you, Mr. Conte.

.1\-15. Conte. Dr. Gordon, I wish to straighten this out in my own
mind.

Of this $600 million, $394 million will be in a trust fund in the
Inter-American Development Bank.

Mr. Goroon. Yes, sir.

ALLOCATION OF $100 MILLION TO ICA

Mr. Conte. $100 million will be for technical assistance?

Mr. Goroox. I would not say that; $100 million will be for the
Act of Bogoti fields assigned for administration by the ICA. They
will include technical assistance, but a good deal more in the form
of assistance for construction. This is in education and training,




instructional materials, laboratory equipment, and other capital grants
of that kind which are really much wiuller than technical assistance as
now defined.

Mr. Conte. I want to be certain we do not have a multiplicity of
programs. Some of it will be technical assistance, some for laboratory
equipment, classrooms, and so on, which we do now under the special
assistance fund?

Mr. Gorpon. There are some cases where that has been done under
the special assistance fund. All that will cease. From now on all
work of this kind will be done under this program and this program
alone.

Mr. CoxTe. That is what I want to make certain of. This is one
of the weaknesses of the program, that there is this multiplicity.

ALLOCATION OF $6 MILLION TO ORGANIZATION OF AMERICAN STATES

Then yon will have $6 million for OAS?

Mr. Gorvon. That is right.

Mr. Conte. Is this an adjunct to what OAS has at the present time?

Mr. Goroon. Yes, Mr. Conte. If I may I would like to say a little
more about that because we had only very brief discussion of it the
other day. It is covered rather briefly in the presentation book. I
did want to say a word or two more about it because this is not a
large fraction of the money involved here but it is a substantial
amount in terms of the OAS budgets up to the present time. It is,
as the chairman pointed out, a very large amount compared with the

annual technical cooperation Ymgmn'i budget. If this is spent in

something like 2 years it is still a large part of the budget.

This proposal for greatly strengthening the role of the OAS in
promoting economic and social progress through these field studies of
basic problems, and through assistance in the development of national
programs, is really an integral part of the proposed alliance for
progress and the Bogotd Conference program which underlies that.

It is in our mind one of the major means of assuring that countries
undertake maximum advance consideration and Freparation of in-
tensified self-help measures and the institutional improvements in
such fields as land and tax improvement and reform, mobilization
and use of domestic resources, so this is really, although small in
dollar size compared with the program aspects of the entire effort, a
very lmportant part.

The chairman raised with me the other day the question of whether
these activities of the OAS would overlap or duplicate those which
the OAS now carries on.

I indicated they would not, and I wanted to say one word more
about just what the OAS does now.

Mr. Conte. Will you request in the regular budget money for the
OAS,oristhisit?

Mr. Goroox. The OAS now gets financing from the United States
under two headings. It gets our regular contribution to the ad-
ministrative budget, of which we finance 66 percent, under the State
Department appropriation for contributions to international organ-
izations. This would come in again in the normal way as it does
each fiscal year.
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Mr. Passman. You are getting ready to tell us what the OAS has
been doing in previous years.

Will this supplement the work you have been doing in the past
7 years?

Mr. Goroon. No, sir.

Mr. Passman. We are supposed to know something about it. I
thought you had some additional information, as you were going to
tell us the purpose of the organization and what it had done in the

ast.
B Mr. Goroon. I wanted to indicate the difference between what they
are doing now, which you are fully familiar with, and what is pro-
posed for them to do under this program,

Mr. Passman. I am not fully aware of what they do with any of
the money given to them.

Mr. Coxte. Sixty-six percent is for administrative expense which
we contribute, or we contribute 66 percent to administrative expenses.

Mr. Goroon. The latter is right.

. Mr. (rE‘ONTE. ‘That will be a recurring budgetary item in the regular
udget ?

l\/g‘(.a Goroon. That is right.

Mr. Conte. What else?

Mzr. GorpoN. The ongoing technieal cooperation program, to which
we contribute now about. $1.3 million a year out of mutual security
funds, and they match this on the ratio of 7 to 3, they match it by
roughly $600,000, this is a separate thing. I believe we contemplate
asking for it again in the usual way in the mutual security program.

Mr. Coxte. Have you contemplated trying to consolidate these two
items?

Mr. Gornox. I had not thought of it, Mr. Conte.

This $1.3 million is such a small item, a well-established item

Mr. Conte. I realize that but this is the difficulty you will have.
You will have two budget items for related subjects.” If you came in
with one you would save yourself a lot of headaches.

Mr. Gorpoxn. I can very well see how that might be and it seems to
me on a future occasion it might be well to consider that.

At this particular moment the $6 million, if appropriated, is ear-
marked for these new purposes and we would be very unhappy if the
$1.3 million had to come out of that. This is certainly a good idea to
consider for future years.

As to what the present program does, the program which costs
roughly $1.9 million a year, to which we cont.riEute $1.3 million and
the other members $600,000——

Mr. PassmaN. Giving us what percentage of the total ?

Mr. Gornon. We are 70 percent of the total.

Mr. Passman. Against 100 percent of the present request ?

Mr. Gorooxn. That is right.

OAS TECHNICAL ASSISTANCE PROGRAM

That is almost entirely concerned with conducting technical train-
ing at various inter-American centers or through seminars. There is
also some research, particularly in a hoof and mouth disease program.

The amounts budgeted and the training center projects as they exist
in fiscal 1961 are as follows:
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There is a statistical center, Chile, $152,000.

Rural education, Venezuela, $170,000.

Natural resources, Brazil, $75,000.

Agricultural and rural life center, Costa Rica, $535,000.

Hoof and mouth disease, Brazil, $521 ,000.

Social welfare, Argentina, $75,000.

Applied social sciences, Mexico, $120,000.

Business administration, Brazil, $54,000.

In that case it is a question of providing funds to bring some people
from other countries in Latin America to the business school in Brazil
which has been financed largely with the help of point 4 funds and
also Brazilian funds which I mentioned the other day.

Agricultural credit, Mexico, $59,000.

Urban and regional development, Peru, $73,000.

These items are items all related to social orogress but they are
essentially technical training centers, to try to (Ilpvelop some qualified
Latin American personnel in these various fields through regional
centers. You can see the budgets are very small in each case, but this
does get. some interchange of information and some technical training
of people on a continuing basis.

There is also a fellowship program financed by the Department of
Technical Cooperation of the Pan American Union. This is out of
the administrative budget which is financed through the State De-
partment appropriation and not through the technical cooperation
program I alrea(lly described.

That administrative budget also finances the permanent staff of the
Department of Economic and Social Affairs of the Pan American
Union.

That Department will organize the studies, meetings, expert assist-
ance missions for the development of national plans and for the sub-
mission of these annual progress reports and reviews of progress
proposed for the Inter-American Economic and Social Council under
the Act of Bogota.

As I said yesterday, this $6 mission appropriation we are requesting
now will not finance an expansion of that staff.

Insofar as any expansion of that staff is concerned that would be
done on the same 66-34 basis that the present administrative budget is
organized. '

PROPOSED OAS PROGRAM

As to the new program, the field investigations and multilateral
studies, we will treat them in a comprehensive manner. This refers
to land reseftlement problems, organization of credit facilities for
housing for low-income families, impediments to and incentives for
private enterprise, tax systems and tax administration, national plan-
ning and programing agencies, vocational training requirements for
manpower with special skills, agricultural credit facilities, and so on.
This is a new element. This is especially true with respect to assist-
ance by this multilateral organization in planning national programs
and in preparing country submissions for the annual review meetings
of the Inter-American Economic and Social Council.

As I said at the beginning, we are relying heavily on this effort to
spread the best éxperience and self-help measures from the stronger

67615—61——17




countries to the weaker countries, countries such as—perhaps I had
better not name names—but they have made a tremendous amount of
headway. We want to make a strong example of the better ones and
we hope to borrow personnel from the better ones to work with the
weaker ones.

Mr. Conte. It would seem to me there is some duplication between
this program under OAS, which is a topnotch program, and the $100
million for which you are asking as a result of the Conference at
Bogoti, which part of the $100 million will be for technical assistance.

Mr. Gornoxn. In these fields such as housing, and so on

Mr. Conte. That is right. ;

Mr. Gorponx. Well, Mr. Conte——

Mr, Conte. Youmentioned land reclamation.

Mr. Gorbon. Agriculture.

Myr. Conte. That is right.

Mr. Gorbon. There are these inter-American training centers which
have been organized by the OAS over a period of years. Most of
these have been established for a considerable length of time. These
are training personnel in the same kinds of fields that some of the
bilateral technical assistance activities are working. This is perfectly
true.

As a matter of fact, the local personnel who work on the Latin
American side of these projects, ICA financed, are often people trained
in these centers.

There is no direct duplication in the sense that these training centers
are OAS centers, and they are not themselves ICA projects.

If there is duplication it is only in the sense—I would not call it
duplication—that the trained manpower that comes out of the centers
is available.

Mr. Conte. Are the people in these centers all natives of Latin
America, or are there some Americans from North America?

Mr. Gorvox. We have North Americans participating in the teach-
ing faculty. I think the trainees are all Latin Americans.

Mr. MacPrarL. That is right.

Mr. Coxte. With regard to the $100 million, we spoke of the veto
power that the United States would have in some of these funds.

Mzr. Gorpon. That is right.

Mr. ContE. Inone area we have a 40-percent vote.

In another area it requires a two-thirds vote before a loan can be
made. I believe in the soft currency field it required a two-thirds vote.

Mr. Goroon. You are referring now to the present operation.

Mr. ContE. Yes. In the trust fund of $394 million I want to know
what vote we will have and what vote is required to make a loan.

Mr. Goroox. If I may resummarize the position it is this: In the
present operations of the Bank there is the regular lending thing, hard
loans, for which nominal capital is $850 million, but. since a sizable
part of that is in soft currencies, the dollar part, as Mr. Dillon ex-
plained, is actually about $450 million.

For loans under that regular lending operation a majority vote in
this weighted voting system of the Board of Executive Directors
suflices.

Then there is presently established what the Bank calls the fund for
special operations, to which we contributed two-thirds, and on which
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a two-thirds weighted vote is required to make any loan. That is the
soft loan part of the existing operation.
On this, since we always have a vote of 40 percent, we have a vote.

VETO POWER OF UNITED STATES ON LOAN APPLICATIONS

Then there is the third operation of the Bank which is what is now
proposed under the trust agreement for the $394 million, and on this
likewise a two-thirds vote will be required for any loan, and since we
cast over 40 percent there again we will have a veto over any loan
made out of that fund.

Mr. Passman. That is not true with the $100 million and the $6
million.

Mr. Gorbox. The $100 million, Mr. Chairman, is entirely bilateral,
so obviously the United States controls that 100 percent.

Mr. PassmaN. Let me try again. The directors have no supervision
whatsoever over the $100 million and the $6 million. That is admin-
1stered under the present ICA, or the present OAS organization in
Latin America?

Mr. Gornon. That is right.

Mr. Passyan. There is no veto at all as it applies to the Board.
They have nothing to do with the allocation as such, and they would
have no veto power over the expenditure. Is that correct?

Mzr. Goroon. The Bank Board is not involved in the $100 million
or the $6 million at all.

SELF-HELP PRIOR TO FINANCIAL ASSISTANCE

Mr. Conte. I want to be absolutely sure, Dr. Gordon, that these
countries which have participated in the Bogotd Conference under-
stand that before these funds will become available to them from this
Bank or from ICA projects that they have properly demonstrated
that they will take measures of self-help to correct the situations they
experience at the present time.

Will there be anything in writing? Will this be just a verbal
promise ?

Mr. Goroon. With respect to the Bank loans, the trust agreement;
itself, which will be a public document, contains explicit language
to this effect. It contains it in two places though it is essentially in
article II. The criteria for the administration of the fund is shown.

Section 2.02, in considering applications for loans and for technical assistance,
the Administrator shall be gnided by the following criteria.

A. Consideration shall continuously be given to the institutional improvements
which a country is initiating or expanding consistent with article I, section
L.03 of this agreement, Accordingly, assistance shall be made available to those
projects or programs which are related to effective self-help measures in coun-
tries which demonstrate their determination to achieve the purposes there get
forth, and a willingness to employ their own resources efficiently to the end of
meeting social needs and strengthening economic development. Special consid-
eration shall be given to proposals which are part of a soundly conceived national
development program, taking into account the review and analysis of social and
economic progress and problems in each counfry undertaken at the annual con-
sultive meetings of the Inter-American Economie and Social Couneil,

The last sentence I read indicates the way in which we expect the
work I was describing before to mesh in with the loans.
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Then there is (B) :

Before acting favorably on a loan request, the Administrator shall be satis-
fied that measures necessary and appropriate for the success of the particular
project or program have been or will be undertaken.

Mr. Rhodes asked about a Budget Bureau circular concerning a
reclamation project. I explained we did not expect reclamation proj-
ects, so those particular requirements would not apply. : !

But this language is intended to refer to such things as engineering
work, assurance that effective management will be available. This is
B on page C—4. This assures the right kind of soil survey work, if
necessary, to see that the new land being opened up is land worth open-
ing up, and the like.

Finally, in (C), it states:

Loan requests shall be granted enly for projects or programs in which the
applicant bears an appropriate share of the total costs. Loans may be granted
to cover the total cost of a specific project, provided such project is an integral
part of an expanding program in the same field financed to an appropriate extent
by the applicant. The Administrator shall also be satisfied that the borrower
or another appropriate entity is prepared to assume the costs of the continued
support of the project or program, including the costs of maintenance and opera-
tion of any structure, installation, and equipment connected therewith.

This language also is written with the particular point in mind that
Mr. Rhodes asked about the other day, were we going to get into things
where there would be continuing maintenance costs and no provision
made for the country to carry them on. This language is here for
the specific purpose of warning the Bank against getting itself in-
volved in any such situation.

With respect to the $394 million, therefore, I think we have given
the basis for as clear a public notice to these borrowing countries as
can be done in a reasonable number of words.

In addition to this the President’s message itself, as you know, em-
{ﬂmsize‘s this aspeet of the program very, very strongly. There will
e coming up next month the first annual meeting of the Board of
Governors of the Inter-American Bank to be held in Brazil. Mr.
Dillon will be our representative. I don’t know yet what Mr. Dillon
will say in his formal address there but T am sure it will again reem-
phasize the U.S. concern with this aspect of the program.

Of course, at the first council meeting at ihe ministerial level,
which presumably will be organized some time within the next 2 or 3
months, the date has not yet been set, but the one called for in the
President’s speech a week ago Monday, there again this aspect of the
program will be the central burden of the U.S. point. of view that will
be expressed, and the machinery which is worked out there will he
for the purpose of putting teeth into that and making it more than
a mere pious declaration.

Mr. Coxte. Was there anything in the minutes of the meeting—
did you have minutes? '

Mr. Gorpox. I was not present, Mr. Conte.

Mr. Max~. There were no minutes.

Mr. Coxte. T wondered whether the countries who participated in
Bogotd had agreed among themselves to take these self-help measures
and to improve the institutions. I wondered if something was stated
for the record concerning that. :
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Mr. Maxy. Actually the negotiations revolved around the text of
the Act of Bogotd itself. We took down a draft. We sat with the
delegates of all of the countries present for about 3 days and went
over this thing word by word and discussed it in the room, a room
about this size.

Every country there made suggestions for changes, and paragraphs
dealing with measures of the kind you are talking about were dis-
cussed and fully understood and everybody signed the agreement.

Mr. Conre. There was no stenographer there ?

Mr. Man~. No, sir.

Mr. Gorvox. The text of the act itself as given in annex B to this
book goes a long way, it seems to me—I was myself very much im-
pressed when I first read it with the extent to which it is in specifics—
toward the kinds of things meant by this term “measures of social
improvement™ under each heading, rural living, housing, education,
and public health. There is a rather considerable specification of the
sorts of measures which are intended,

Myr. Coxte. They all signed this piece of paper?

Mr. Max~. Yes, sir.

Mr. Gornon. Except Cuba.

Mr. Max~. All those that were there at the end signed it.

Mr. ConTE. Is Guevara the real threat in the Latin American and
Caribbean country rather than Castro himself? Is Castro the front
man and Guevara the real culprit who threatens the freedom of Latin
America ?

Mr. Max~. I wouldn’t want to say that anybody there is the peer
of Fidel Castro in terms of his power and appeal and ability to do
damage. Guevara has been associated in Guatemala and Mexico and
in Cuba with the Communist Party.

Mr. Conrte. Has he not also extended his influence to Argentina?

Mr. Max~. Not that I know of. There is a Communist Party in
Argentina but I do not know that he is particularly influential in
Argentina. He has been away many, many years,

Mr. Conte. I have no further questions.

PROPOSAL FOR AID PROGRAM TO AFRICA

Mr. Passmax. If we are not careful, sometimes the exception be-
comes the rule,

I am reading an article from the Washington Post, an AP article
from the United Nations:

3ut the chief U.S. delegate clashed immediately with Jaja Wachuku, Nigerian
economic minister, who demanded conerete proposals “that are not intended to
hoodwink anybody, that are not intended to mesmerize us.”

Wachuku said he was disappointed because Stevenson failed to say just how
many dollars the United States is willing to put up.

If we start this program off without firm justifications, I wonder if
these African nations might not come in, too, and insist on getting a
similar program.

Did you read this?

Mr. Goroox. I read the piece in the Star last night. Essentially
the same dispat