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W IT N E SSE S

H ON . C H E S T E R  BOW LES, A C T IN G  S E C R E T A R Y  O F ST A T E  
H O N . D O U G LA S D IL LO N , S E C R E T A R Y  O F T H E  T R E A S U R Y  
L IN C O L N  G O R D O N , C O N SU L T A N T , P R E S ID E N T ’S T A SK  F O R C E  ON 

L A T IN  A M E R IC A , D E P A R T M E N T  O F STA TE
A D O LF A. B ER L E , C H A IR M A N , P R E S ID E N T ’S T A SK  F O R C E  ON L A T IN

A M ERIC A , D E P A R T M E N T  O F ST A T E  
H E N R Y  R. LA B O U IS SE, D IR E C T O R , IN T E R N A T IO N A L  C O O P E R A T IO N

A D M IN IS T R A T IO N
P H IL A N D E R  P.  C LA X TO N , JR .,  D E P U T Y  A SSIS T A N T  S E C R E T A R Y  O F

STA TE F O R  C O N G R E SSIO N A L  R E L A T IO N S  (M SA )
DON ALD  B. M acP H A IL , A SSIS T A N T  D E P U T Y  D IR E C T O R  F O R  O P E R A 

T IO N S , IN T E R N A T IO N A L  C O O PE R A T IO N  A D M IN IS T R A T IO N  
W IL L IA M  V. T U R N A G E , S P E C IA L  A SSIS T A N T  TO  T H E  A SSIS T A N T

SE C R E T A R Y  O F ST A T E  F O R  E C O N O M IC  A FF A IR S  
C H A R LES R.  H A R L EY , C H IE F , L A T IN  A M E R IC A N  D IV IS IO N  (O IF ),

D E P A R T M E N T  O F T H E  T R E A S U R Y

Mr. P assman. 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 reques t 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 distinguished Under Secretary of State , 
Mr. Chester Bowles, as well as the other distinguished witnesses.

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

ST A TEM EN TS ON  FL OOR D U R IN G  C O N SID E R A T IO N  OF  A U TH O R IZ A TIO N  BIL L

In order to keep the record in proper order, T am sure the members 
of this committee and the witnesses present would like to hear a 
restatement of the unders tanding tha t the membership of the House 

(D



2
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 authoriz ing 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 pa ge:
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  st ructure, land tenure, and legal procedure in order that  new facilities provided under these programs may produce the benefits which are intended.
Now, one final quo tati on:
I think we have a responsibility. I can assure the gentlemen th at next year, if the Democrats are in the majority and I head the Committee on Foreign Affairs, a detailed program for Lat in America will have to be justified.
I am sure this committee and the witnesses would want these terms met just  as they were s tated.

C O N SID E R A T IO N  BY  H O U SE  F O R E IG N  A FFA IR S COM M IT TE E 
OF  A P P R O P R IA T IO N  R E Q U E ST  PR OGRAM

I might ask at this point whether  testimony has been presented to the House Foreign Affairs Committee justifying in detail each projec t presented to this committee, and as understood in the floor debate last  year would be done?
Mr. Gordon. 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 abou t 2 weeks ago. I have forgotten the date.
Mr. Passman. The full committee considered it?Mr. Gordon. 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. Tha t presenta tion was in detail,  in keeping with the understanding of last year on this program?
Mr. Gordon. There was no t presented at that  time a detailed list of projects. What was presented was a preview of the sort of presentation which we will be making to your committee, and some discussion of it.
Under  Secretary Ball was present tha t day, as was Mr. Berle and I.We discussed with the Foreign Affairs Committee tha t day the statements in the report of the Foreign Affairs Committee last year concerning the oppor tunity they would have to look at this again and consider further legislation, and, as I 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  authoriz ing comm ittees and the  Appropr iation Committees will have 
a look a t th e program next year, and, as I j us t said, every projec t m ust be jus tified.

That detailed justification  is ye t to come; is tha t correct?

IN A B IL IT Y  TO  JU ST IF Y  PR O JE C T S IN  D ETA IL

Mr. Gordon. I do not think tha t it would be possible, consistent 
with the kind of program this is, and the administrative arrangem ents 
proposed for it , to have the projects justified in detail before the ap
propriations are forthcoming.

Mr. Passman. Should we ignore this par t 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. Gordon. This is what  the committee said in its  report,  and this 
language we discussed with  the committee on the day I  spoke of:

The  com mitte e has  been assured th at  no reque sts for ap propria tion  of any of the 
funds autho rized will be made by the  Execu tive unt il comprehensive  programs for 
the ir use  have  been worked out. The subcommittee has been further  assured  th at  
assistance from these funds will not be prov ided  u nti l the  governments which are 
to be beneficiary  have given evidence of t hei r dete rminat ion  and  abi lity  to carry 
thro ugh  the necessary in sti tut ion al 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, th at this is worth repeating:

Mr. Morgan. These programs of social deve lopment have  no t yet been worked 
out.  Before the  United Sta tes appropriates funds to  assist in these programs, our 
represe ntat ives  have told th e Latin American governments t ha t it  will be necessary 
to have specific programs worked  out  and  justif ied in detail,  and, even more 
important,  th at  these  programs will have to be accom panied by basic legisla tion 
and  in stit utional reforms in such ma tters as tax  s tructu re,  land tenu re, and legal 
procedure in order  tha t new faci lities prov ided  under these programs may produce 
the  benefits  which are  inten ded.

And fur the r:
M r.  M org an—

on page 17361 of the Congressional Record for August 31, 1961—
It  is an overall long-range program. I can assure  the  gentleman th at  the  $500 
million will not  be spent for several  years.  As I said previously, every dollar  
will have to be justified .

Mr. Gordon. For the actual expenditure, that is so.
Mr. Passman. We understood tha t this appropriation should be 

forthcoming within a ma tter  of hours. If the expenditure is going 
to be over several years, perhaps we could have a li ttle more time to 
deliberate.

Mr. Gordon. 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 hook suggest, they may 
be 5-year programs, or 7-year programs, and indeed a number are.

The expenditures would obviously take place over tha t 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.
Mr. Passman. All out of the  $500 million?
Mr. Gordon. Yes.

PLANS FOR A NEW FOREIGN AID PROGRAM

Mr. Passman. I read in the newspapers this morning tha t President Kennedy will request a major aid overhaul. I am quoting the first paragraph of a news report:
Pres iden t 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 th at  ado pt democratic  social reforms.
Do you have any bonus arrangement in this request  for countries which adopt “democratic social reforms?”
Mr. Gordon. I have never used the word “ bonus” myself.
Mr. Passman. 1 did not give the President these words.
Mr. Bowles. 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 Presiden t did not indicate 

tha t, I am sure a t the proper time he will say he did not offer bonuses. Bu t the news report says:
Bonuses for countr ies th at  a dopt democratic  social reforms.
I can understand there could be some word subst ituted  for “bonuses,” but “countries that adopt  democratic social reforms,” I  wonder if you can clear tha t up?
Mr. Gordon. I do not  think tha t is a correct description. I think 

you will find the actual intent described in the President’s message which is still being worked out.
Mr. Passman. I 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 accommodating. We passed a mission. There were abou t 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 sins and agree tha t 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 situat ion as that? 
I wonder if these people might not be somewhat like those going to the mission.

Mr. Gordon. I do not know what the Presiden t’s message will say, bu t 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:

* * * Win send  to  Congress Tuesday  p lans for a  majo r overhaul of th e foreign  
aid  program, including a 5-year  $7 billion development fund  and bonuses for 
countries  th at  adopt democratic social reforms.

Mr. Gordon. I think the reporte r is badly informed.
Mr. Bowles. May I see tha t?
Mr. Passman. That is a wire service repo rt from U PI.
Mr. Bowles. Tha t 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. Bowles. 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 integra ted 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 n ot want to be deprived of the opportuni ty 
of asking Mr. Dillon some questions.

You may proceed.

General Statement of Under Secretary Bowles

Mr. Bowles. 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 tha t the authorized funds be now appro
priated as a ma tter  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 participa tion 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 prepara tion 
of this program, will present the state men t Mr. Ball had planned to 
make, outlining the plans developed since the Bogota Conference for 
administ ration of the problem and the types of proposals and projects 
which will he 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, pursu ant 
to the special au thor ity provided in the same ac t of Congress pursuant 
to President Eisenhower’s request last summer.

Mr. Mann, the Assistant Secretary  of State for In ter-American 
Affairs, will speak to tha t program, together with Mr. Labouisse, the 
Director of the International Cooperation Administration. I will say
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at this point only tha t it is important to our in terest in the  success of the Chilean people in completing their recovery from last yea r’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 Un ited States  of a Latin  America which is independent of alien influence, and growing in strength and self-confidence.The natu ral relationship of the  nations  of the hemisphere is one of mutual unders tanding and cooperation in common endeavors, We are bound togethe r 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 streng th in the social and economic foundations of all its members—a strength responsive 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 materia l resources of the region, those foundations are no t sufficiently strong.
The Soviets and their allies have left no room for doubt tha t they regard the Latin  American nations as vulnerable targets  for Communist infiltration, subversion, and  ultimate capture.It  is for us to demonstra te tha t a true partnership of free nations can provide more fully and more durably for man ’s basic materia l needs and highest spiritua l aspirations.
The alliance for progress is conceived as a sustained and systematic cooperative endeavor to come to grips with these deficiencies.

O R IG IN  OF T H E  PR OGRAM

This program has not been conceived in a vacuum. For many years, the problems of Latin American economic and social development have been closely studied by national, regional, and interna tional 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 natu re of the problem. While there has been marked progress in Latin  America in certain fields of industry,  urban commercial and financial insti tutions,  mining, and plantation  agriculture  for export, many millions of the populations have not shared in this development.
Illiteracy, desperate poverty,  ill health  and malnut rition, and appalling housing conditions are widespread, especially in the countryside. Rapid  population growth aggravates these evils. This imbalance 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.



The new element is no t so much the diagnosis as it is the growing 
resolve in Latin America itself to remedy these ills and to do so with
out  delay.

The Brazilian initia tive for Operation Pan America gave special 
stimulus to hemispherewide atten tion to these problems. It  set in 
motion the movement from mere study to affirmative action. The 
culmination of this movement th us far is the Act of Bogota, subscribed 
to by represen tatives of 19 American Republics last September 12.

Without the action of Congress in authorizing the Inter-American 
Fund foi 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.

TH E N EW  PRO GR AM

The inter-American program for social progress is a new type of 
effort. It  is in 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  bette r 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 priva te foundations  in the early 
part of the century, great ly expanded under the Coordina tor of 
Inter-American Affairs beginning more than  20 years ago, and 
continued in recent years by point 4 and by the Internatio nal Co
operation Administra tion.

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 th is 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 systemat ic design for nationa l 
economic and social progress; and it is not  backed by sufficient 
financial resources, domestic or foreign, for the social inves tment  
needed to  make i t fully effective.

There has also been a substan tial flow of priva te and public capital 
from the United States for economic development in Latin America. 
This capital flow has contr ibuted to the building up of mining and 
manufacturing industry, power, tr ansporta tion, 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 adequa tely diffused to 
major sectors’ of the Latin American societies, especially to the mass 
of agricultural workers and small farmers, and that  a more direct 
atta ck on these lagging social sectors is indispensable to progress on 
a broad front.

These lagging sectors are the focuses of social un rest and political 
vulnerabil ity. Although technical assistance and capital inves tment  
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 rapid ity 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, adequate  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 arc four outstanding  ones:
(1) The program is addressed squarely to the critical lags in social development recognized as urgent  by the La tin Americans themselves.(2) It  calls for measures of self-help not only in funds  contributed to individual projects but even more importantly  related institutional 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 p art  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 fa r bette r worked out by such a cooperative institution with its own members than  through bilateral means.It  is for this reason tha t the present administ ration, after carefully reviewing the proposals made by the former administ ration, fully supports the principle of relying on the Bank for handling the bulk of the funds—a principle also welcomed by the Latin  American representa tives at Bogota.
It is intended to allocate to the Bank for administra tion as a special trus t fund $394 million out of the total  $500 million.There are, however, activities  which should be financed mainly on a grant basis and for which Bank administra tion would be inappropriate. These fall mainly in the fields of education and training and public health. In these fields the  Internationa l Cooperation Administration 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  b etter life is possible and they are determined to secure it. It  is important to us, as it is to them, tha t they may gain this bet ter



life as free societies, dedicated to the dignity of man and led by 
governments of, by, and for the people.

The Act of Bogota 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 atta ck 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.

Th at completes our state men t and leads to Mr. Dillon’s.
Mr. P as sm an . Mr. Secretary, we shall be very pleased to hear 

from you.

Sta tem en t  of  S ecreta ry  of t h e  T reasu ry  D il lo n

Secretary D il l o n . 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 In ter-American Bank, to testify as 
to its competence in this field. I have not personally had any par t 
in and I am not  able to testify regarding individual projects which 
are being handled by the Department of S tate as such.

My statement is very short.

T h e  B og ot X C o n fe r e n c e

The conference held in Bogota, Colombia, in September of last 
year  was the third full-scale 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 tha t 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 Bogota.

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 atta ck 
upon the social and economic problems of the  Americas.

The U.S. delegation went to the Bogota Conference with an un
usually favorable opportuni ty to present a positive and forward- 
looking program to the othe r American Republics. This opportuni ty 
existed because of the action of the Congress last  September in 
authorizing appropriat ion to the Presiden t of $500 million to be used 
in assisting those Latin  American countries which were p repared to
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support programs designed to further social progress in thei r respective countries.

Early in the conference, the U.S. delegation introduced a draft  document proposing a great cooperative effort to achieve these goals. After in tensive 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 preamble of the  act recognizes th at the success of a cooperative program of economic and social progress will require maximum self-help efforts on the par t 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 II  of the Act of Bogota, 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 tha t are prepared to initia te or expand effective insti tutional 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 Bogota 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 cooperation in working out agreement on detailed areas of activ ity 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 representa tives of the Government of Cuba. Cuba did not sign the Act of Bogota and will not be eligible for assistance from the proposed social progress fund so long as it 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.
Chap ter II I of the Act of Bogota, which deals with measures for economic development, emphasizes a very important point—th at the social progress program is designed to supplement, not to supplant in any degree, the essential measures needed for economic development.
Social progress and economic development are not separate and independent efforts. They are mutually reenforcing. Fundamentally, social progress is an added dimension to economic growth— the dimensions of a broader distribut ion of the benefits of growth



11

and genuine par ticipation 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 wi thout  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 h istoric documents of human progress 
in th is hemisphere. It  is taken very seriously by  the  La tin American 
countries. One very  encouraging development since the close of the 
meeting in Bogota 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 streng then Latin  Amer
ican tax systems within the context of the Act of Bogota. This work 
will be carried out in cooperation with the Harv ard 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 IN TE R-A M ER IC AN DEV EL OP M EN T BA NK  AS A PR IM AR Y 
ME CH AN ISM  IN  ADM IN IS TE RIN G THE PR OPO SE D FU ND

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

When the social development program was presented to the Con
gress last year it was suggested that  a substantia l proportion of the 
funds available should be channeled through the In ter-American 
Development Bank. The same proposal was enthusiastically en
dorsed by represen tatives of the  Latin  American governments at the 
Bogota Conference and the Act of Bogota contemplates tha t the 
Inter-American Development Bank will be the “primary mechanism” 
for the administration of the proposed fund.

Operating on the conviction t ha t social progress is an added dimen
sion to economic growth it appears highly appropriate tha t the Inte r- 
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 atten tion to the total  allocation of 
a nat ion’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 Bogata  emphasizes necessary improvement of insti tu
tions for mobilizing domestic resources. Such improvement  will 
involve consideration of tax systems, the stimula tion of capital  mar
kets, the organization of savings and loan institu tions.  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 been 
entrusted.  It  opened its doors for business on October 1, 1960. By 
the end of Janua ry 1961, the Bank had received nearly 250 applica
tions for loans. It  had selected 108 of these for active consideration as
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representing the most feasible projects and those most likely to contribute  rapidly and directly to the development of Latin  America. Under current examination by loan committees are some 19 applications, representing potent ial loans in excess of $60 million. The Bank has made its first two loans: one for a municipal water and sewage trea tmen t project in Arequipa, Peru, and the second—from its fund for special operations—to the Bolivian Development Corporation 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 inst itution 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 economic and social problems of the area. Mr. Cordon will explain the arrangements we have in mind for entrus ting the management of a substantial portion of these funds to the Inter-American Development Bank. We expect to benefit 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 shareholders 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 tha t the executive director represent ing 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 tha t we have operating in Latin America?
Secretary D illon. That is correct.
Mr. Passman. I believe tha t later, in another bill, there will be an item for $110 million for the Inter-American Development Bank, in addition to this request?
Secretary Dillon. Th at is correct. That is a Treasury  item. That will come up because I  am the Governor. We will be prepared to defend th at when it comes up.
Mr. Passman. This is a special item. The Latin American countries are still partic ipating in the other aid programs.

AMOUNT OF AID EX TE ND ED  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. Gordon. We have a table from the presenta tion book Mr. Chairman. Table E -l , under the last tab, table 1, page E-l , at the
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ve ry  la st  of the book. Th is shows the ass istance  to Lat in  Am erica 
un de r these various  hea dings by fiscal years  from  1951 throug h 1960.

Mr. P assman . W na t is tne to ta l a mo un t of ass istanc e throu gh  1960? 
Secre tar y B ow les . $3,233 ,900,000 of which $2 billion appro xi

m ately is Ex po rt-Im po rt  Ba nk  loans.
Mr. G ordon. Un der the mutua l secu rity pro gra m for  the 9 years ,

it  is $565 mill ion and for last  ye ar  alone ju st  u nd er  $100 million.

B E N E F IT S  TO  T i l l  TJN IT E D  STA TES TO  B E  D E R IV E D  FR OM  T H E  ACT  OF 
BO GOT A

Mr. P assman. Cha pt er  I  of t he  a ct  ca lls for  se lf-e xam ina tion  on the 
part  of t he  L at in  America n countries;  c ha pter  I I welcomes the decis ion 
of t he  Uni ted  S ta te s to establish a spe cial  fu nd ; c ha pter  I II  emp has izes  
th a t thi s pro gra m is n ot  a s ub st itu te  fo r, but a supple me nt to, exis ting  
aid  pro gra ms  in Lat in  America. My que stio n is: W ha t benefit s are 
received by the Un ite d St ates  throu gh  becoming  a sig na tor y to the 
ac t?

Se cre tar y D ill on . I th ink th at  is a very useful and in teresti ng  
quest ion  and  it ce rta in ly  should  be ask ed here .

We rece ive two,  I th ink,  ma in benefits . Th e firs t one is t hat we arc 
in ter es ted  in economic  de ve lop me nt in t his  hemis phe re, Mr. Ch airm an , 
which we do no t have.

I t is very clear th at  the type  of  explosion th at  has  alr eady  o ccu rred 
in Cu ba  migh t very well sprea d th roug ho ut  th e hem isphere and we 
would the n find ourselves  in a ve ry  un pleasant  sit ua tio n here in the  
West ern  Hemisphere.

In  thi s Ac t of Bo gota,  all the Lat in  Am eric an cou ntr ies  who signed 
it,  which are all of them except the  Do minican Republic and Cu ba, 
pledge  o pen ly a nd  f ree ly for  t he  f irst tim e to real ly tac kle  on  t he ir own 
a lo t of the  dif ficul ties th a t have  ex isted in Lat in  America  histo rically—■ 
the ba d divis ion of l and, the  unf air , ine qu ita ble  tax  systems, tili ngs of 
th at na tu re  which have  to be rectified if there is to be tru e progress 
and which ca nn ot  be done  by  outside mo ney  bu t mus t be done by  
effo rt in ter na lly . By  our agreeme nt to go ahead  wi th thi s we hav e 
given them  the  cou rage to agree to tak e the se ste ps , which are  d ifficult 
ste ps  for t hem .

Secondly, th e Uni ted St ates  has  been som ewhat  isol ated. There  
has been a lo t of feel ing th at the Un ite d St ates  was no t in ter es ted  
enough  in Lat in  Am eric a bu t th at  we were  more in ter es ted in Asia, 
Afric a, and othe r par ts  of the world. I th ink , as we join  in thi s, the  
La tin  Am erican peoples  will feel once aga in, if we ca rry  thi s throug h, 
th at the Un ite d St ates  is looking  to ou r neighb ors  in thi s co nt inen t as 
people who are  at  lea st equally  of concern  to us, if no t a lit tle  mo re 
equ ally, and  I th ink th a t is to our benefit.

Mr . P assman . I beli eve th at you un de rs tand  my  sy mpa thet ic  a tt i
tude  tow ard  thi s pro gra m.

Se cretary  D ill on . Absolute ly, Mr . Ch air ma n.
Mr . P assman. Th en, wi th an ou tla y alr eady  of $3,263 mill ion,  and 

the aid pro gra m stil l going full speed, did  it  req uir e $500 mill ion in 
addit ion al fun ds to indic ate  to those cou ntr ies  th at we were cou ragous  
in helping the m?

Se cretary D ill on . I th ink so. If  you  will take  a look  at th a t $3 
billion figure  which was po int ed  ou t, some thing  ove r $2 bill ion of it
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was in the form of Export -Imp ort 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, I do not  think  they  looked on th at as aid comparable  to the type of aid we have given in the rest of the world.
Mr. Bowles. Over $400 million, I think, was surplus food, too.Mr. Passman. They should have received some encouragement from the $2 billion. I wonder if they can’t be encouraged with anything but dollars.
I have received a telegram from some of my constituents,  who have read abou t the new $600 million. They indicated they supported the so-called Marshall plan because its purpose was to rehabi litate  war- torn countries. Now, they say, it is turned into an international charity fund.
Mr. Rhodes. Will the  chairman yield?Mr. Passman. I yield.

L A TIN  A M ER IC A N  R E A C T IO N  TO  PR OGRAM

Mr. Rhodes. 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 rath er disappointed with this program.Secretary D illon. This was announced last summer. When we first went down there, there was a misunders tanding or a feeling t ha t this particular program was to take the place of all economic aid; tha t there would be no fur ther economic assistance or no furth er loans for economic-development, as such, and a number  of the countries, particularly Brazil and Argentina, who were interested  in economic programs, wanted to make sure this  was no t the case. When we assured them i t was not, as is listed in chapter I II  here in the Act of Bogota, as the chairman mentioned, any feeling of dissatisfaction was enthusiastically revoked by all the countries.Mr. Rhodes. The timing of the  article mentioned was shortly after President Kennedy had made the announcement of this. The indication was tha t 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  D illon. That is absolutely untrue.  I was at Bogota. I visited with the President of Colombia. They are very  enthusiastic about i t. In Brazil i t is true  there are certain people who have their sights set very much higher and have always had tha t 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. Tha t is not indicative of the sentiment of the  peoples down there.Mr. Rhodes. It  would be interes ting 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 appa rent.” This is very  recent comment.
Mr. Rhodes. This is the one I  had reference to.
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Mr. Gordon. 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.

I think it is important to say tha t some people from the leftwing 
element, tha t is to say, if they thought this $500 million was all that 
the United State s 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 rath er careless reading of the Pres iden t’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 ins titutional 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.

P A R T IC IP A T IO N  BY  CU BA

What assurance do we have tha t Cuba will not be a recipient of 
the benefits of the Act of Bogota?

Secretary Dillon. Cuba is not a member of the Inter-American 
Development Bank and under the char ter 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, tha t does not 
appear likely unless there is a substantia l 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 majo rity vote approving 
such action.

(Discussion held off the record.)

V E TO  P O W E R  OF U .S . R E P R E S E N T A T IV E

Mr. Passman. What safeguards does the United  States  have 
that  none of these funds will be allocated to any count ry in which 
there is no tangible evidence a t this time of self-help or self-reform?

Secretary D illon. The reason for the safeguard on tha t 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 Directo r 
has 41 percent  of the vote, no project can be approved without the 
approval of the U.S. Director. It  depends on the instruct ions given 
the U.S. Director, and we certainly  would not  intend to give him 
instruct ions to approve projects in a count ry which had made no 
attem pt to fulfill its part  of the obligations under  the a ct of Bogota.

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

67 61 5— 61 ------ 2
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Mr. Gordon. The language is very clear on this point. It  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 tha t 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 no t anticipate much difficulty on their part in getting just  about any program they want.
Mr. Rhodes. May we have tha t agreement put in the record.Mr. Gordon. It  is in the presentation book.Mr. Passman. Off the record.
(Discussion held off the record.)Mr. Passman. 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 balance of trade deficit with Latin America last year; and there is much other interest ing detail tha t should be discussed.We shall do this, however, with other  witnesses, 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 Appropriations, Mr. Cannon.
Mr. C annon. Thank you. I have no questions.Mr. Passman. Mr. Gary?
Mr. Gary. Mr. Dillon, do I understand that this In ter-American Development Bank is similar to the World Bank?

FIS CAL DA TA  OF T H E  IN T E R -A M E R IC A N  RA NK

Secretary Dillon. This is a different type of organization, Mr. Gary, from any bank. It  has many similarities to the World Bank. Tha t is, of its total funds authorized, there are some $400 million by way of contributions from various countries, $450 million by way of guarantee authority to guarantee bonds tha t might be sold publicly in the same way the World Bank sells bonds publicly. All of these funds which are called the ord inary 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 In ter-American Bank operating in just the same way as the  World Bank operates, but  with its attention devoted more part icularly  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 Association; in other words, soft loans. So there are two quite different operations.They also have, which the World Bank does not have, the responsibility 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  Intel-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 count ry can come with a 
problem, and the Inter-American Development Bank can guide them 
to other institutions, whether  this be the World B ank 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 La tin America 
for the specific needs which are there, and in its ordinary operations 
it is similar to the World Bank but it has additional functions.

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

Secretary Dillon. For Latin America; that  is right.

CA PI TA L STR U C T U R E  OF  T H E  BA N K

Mr. Gary. What is the tota l capital of the Bank?
Secretary Dillon. 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  t ha t because of the fact that 
Cuba did not join. It may be about $40 million less than  it would 
have been.

I 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 sta teme nt of its capitalization,  
sir, and its purpose.

Mr. Taber. And the name of each country.
Secretary Dillon. We have a list here which I 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. Ford. Would it be possible to have t ha t for the  members of the 
committee tomorrow?

Secretary D illon. There will be no problem. We shall be glad to 
do that.

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 tha t may be done.
(The information follows:)
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I n ter-A m er ic a n  D ev e l o pm e n t  B a nk

T a ble I. — Installm ents  of subscr iptions to pa id- in capital stock due pursuant  to the 
Ba nk ’s charter in  calendar years 1960, 1961, and 1962 

[I n  th ousands o f U .S . do lla rs ]

C o u n tr y

D u e  S ep t.  30, 1960 
(20 pe rc ent)

D u r O ct . 31,1 961  
(40 pe rc ent)

D u e  O ct . 31,1962 
(40 per ce nt)

D ollar s 
an d /o r gold

Lo ca l cu r
re ncy

D ollar s 
and /o r gold

Loc al  c u r
re ncy

D ollars  
and /o r gold

Loc al  cu r
re ncy

A rg en ti na___________________
B oli v ia ____ ____ ____________
B r a z i l .. ..........................................
C h il e................................................
C olo m bia ___________________
C ost a R ic a__________________
D om in ic an  R e p u b l ic . ..............
E c u a d o r . . . . ..................................
E l Sal va dor ...................................
G u ate m ala __________________
H a it i................................................
H ondu ra s___________________
M ex ic o______________________
N ic ara gua___________________
P a n am a_____________________
P ara g u ay ........................ ...............
P e ru .................................................
U n it ed  S ta te s________________
U ru guay____________________
V en eu el a____________________

T o ta l....................................
T o ta l c ap it a l a u th ori ze d  

by  c h a rt e r___________

5,157 5,157
414 414

5,157 5,1 57
1,416 1,41 6
1,415 1,415

207 207
276 276
276 276
207 207
276 276
207 207
207 207

3,31 5 3,31 5
207 207
207 207
207 207
691 

30,0 00
553

691

553
2,763 2, 763

53,158 23,158

55,000 25,000

10,314
828

10,314 
828

10,31 4 10,314
2,832 2,832
2,830 2,830

414 414
552 552
552 552
414 414
552 552
414 414
414 414

6,630 6,630
414 414
414 414
414 414

1,382
60,0 00

1,106

1,382

1,106
5, 526 5,526

106,316 46,316

110,000 50,000

10,314
828

10,314 
828

10,314 10,314
2,832 2,832
2,830 2,830

414 414
552 552
552 552
414 414
552 552
414 414
414 414

6,6 30 6,630
414 414
414 414
414 414

1,382
60,000

1,106

1,382

1,106
5,5 26 5,526

106,316 46,316

110,000 50,000

N o t e —T he di ffer en ce  bet w ee n th e  2 fo rego ing to ta ls  is ex pl ai ne d b y  th e  fa ilur e of  C u b a  to  be co me a 
m em ber  of t h e  B ank  in  a cc or da nc e w it h  t h e  c hart er .
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T ab le  I I I . — Contr ibutions to the Fund fo r Special Operations due pursuant  to the. Ba nk ’s charter dur ing  calendar  years 1960 a nd 1961

[I n  t h o u san d s  o f U .S . do lla rs}

C o u n tr y

D u e  S ep t.  3 0.1 960 
(50 perc en t)

D ue O ct . 31,1961 
(50 p er ce n t)

A rg en ti n a____________________________________
B oli v ia ____ ___________________________________
B ra z il __________ _____ ________________________
C h il e_______________________ _________________
C olo m bia _____________________________________
C ost a R ic a___________________________________
D om in ic an  R ep u b li c_________________________
E cuado r____________’_________________________
E l S alv ado r__________________________________
G u ate m ala ___________________________________
H a i t i .................................................................................
H o n d u ra s________________________________ ___
M ex ic o_______________________________________
N ic ara gua____________________________________
P a n am a______________________________________
P a ra g u ay _____________________________________
P e ru ___________________________ ____ _________
U n it ed  S ta te s________________________________
U ru g u ay ...........................................................................
V en ez uel a____________________________________

T o ta l__ ______ _________________________
T o ta l F u n d  for  Spe ci al  O per at io ns a u 

th o ri zed  b y  c h a rt e r_______________________

D ollar s Loc al  c ur-
an d /o r go ld re ncy

2,57 8. 5 2,578. 5
207 207

2. 578. 5 2. 578.5
708 708
707 .5 707 .5
103.5 103.5
138 138
138 138
103.5 103.5
138 138
103. 5 103. 5
103. 5 103. 5

1,65 7.5 1.6 57 .5
103.5 103.5
103. 5 103.5
103. 5 103.5
345 .5 345.5

50,0 00
276.5 276.5

1,3 81 .5 1,3 81 .5

61,5 79 11,579

62,5 00 12, .500

D ollar s Lo ca l cu r-
an d /o r go ld re ncy

2,57 8.5 2, 578.5
207 207

2,578. 5 2,578. 5
708 708
707 .5 707.5
103. 5 103. 5
138 138
138 138
103 .5 103.5
138 138
103.5 103.5
103. 5 103.5

1,6 57 .5 1,6 57 .5
103 .5 103.5
103. 5 103. 5
103. 5 103.5
345. 5 345.5

50,000
276. 5 276.5

1,3 81 .5 1.3 81 .5

61,579 11,579

62,500 12,500

N o te .—T h e  d if fe re nc e b et w een  th e  2 fo rego ing to ta ls  is  ex pla in ed  b y  th e  fa ilur e o f C u b a  to  bec om e a  m em b er of  th e  B an k  in  a cc or da nc e w it h  t h e  c ha rt er.

T able  IV .— Statement  of contr ibution quotas to Fun d for  Spec ial Opera tions,  
Dec. 31, 1960
[I n  U .S . do lla rs ]

C on tr ib u ti o n s  r ec ei ve d

M em ber
P erc en t

of
to ta l

T o ta l
su bsc ri bed

quo ta U .S .
do llar s

M em ber
cu rr en cy

N onn eg o-  
ti ab le , non- 

in te re st - 
bea ring  
dem an d

note s

A m ounts  
re ce iv ab le  
in  f u tu re

A rg en ti na____________ _
B o li v ia ......... ............. .............
B ra z il .......................................
C hil e________ ____ ______
C olo m bia ______ ____ ____
C os ta  R ic a .............................
D om in ic an  R epub li c_____
E cu ad o r___ ____ ______ '. .
E l S alv ador_____________
G u ate m ala ______________
H a it i_____ ______________
H o n d u ra s_______________
M ex ic o________ ____ ____
N ic a ra gua______ ________
P a n a m a _________________
P a ra g u ay ________________
P e ru ____________________
U n it ed  S ta te s_____ ______
U ru g u ay __________ _____
V en ez uela _____ ____ ____

T o ta l............................

7.0 5
.57

7.05
1.94
1.93
.28
.38
.38 
.28  
.38  
.28  
.28  

4.5 3 
.28 
.28  
.28  
.94  

68.3 5 
.76 

3.7 8

100.00

10,3 14,000
828 ,000

10,314 ,000
2,8 32 ,00 0 
2,8 30 ,00 0 

414,000  
552,000
552,0 00 
414,000  
552,0 00 
414,0 00 
414,000  

6,6 30 ,00 0 
414,000  
414,000  
414,0 00 

1,382 ,00 0 
100 ,000,00 0 

1,1 06,000  
5,526 ,00 0

146,316 .000

2,5 78,500  
207,000

2,5 78,500
708,000
707.500
103.500 

552

25,785
2,070 

2,5 78,500  
708,000
707.500
103.500

2,5 52,715  
204 ,930

138,000 
103,500 
138,000 
103,500 
103,500

1.657.500  
103,500  
103,500
103.500
345.500

50,0 00,000
276.5 00

1.3 81.500

61,4 41,552

138,000 
103,500 
138,000 
103,500 
103,500 

1,657,500
103.500 

1,035
103.500 

3,455

5,1 57,000  
414,000

5,157,000  
1,41 6,00 0 
1,415,0 00 

207,000 
551,448

13.815

102,465

"’342,045

276,500 
1,367,685

276,000 
207,000 
276,000 
207,000 
207,000 

3,315,000 
207,000  
207 ,000 
207,000 
691,000 

50,000 ,000 
553 ,000  

2,7 63,000

6,594 ,66 0 4,846 ,34 0 73,4 33,4 48

N o te .—A t Dec . 31, 1960, th e  D om in ic an  R epub li c  h ad  n o t m et th e  fu ll re qu ir em en ts  for  th e  p ay m en t of  it s  q u o ta  c on tr ib u ti o n  to  th e  F u n d  for Spe ci al  O per at io ns , w hi ch  w as  due  n o t la te r th a n  S ep t.  30, 1960.
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Mr. C onte. Does this char t show what percentage is hard currency 
and what is soft currency?

Secretary Dillon. 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 special 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 t ha t every country would make the payments it was sup
posed to make, 50 percent in gold or dollars, and 50 percent in their 
local 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 
in gold or dollars and 50 percent in their own local currency.

PA ID -IN CA PITA L

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 tha t exact figure readily available, but  I 
will give i t to you tomorrow morning.

Mr. Gary. And will you insert tha t in the record at this point?
Secretary Dillon. Yes, sir.
(The information requested follows:)
The paid-in  port ion of the  Bank’s capi tal origina lly authorized in the  charter , 

was $400 million. Of this, the  quota assigned to Cuba am ounted to $18.4 million. 
Since Cuba is not  a member, the  present authorized paid-in capi tal of the  Bank 
amounts  to $381.58 million.

Secretary Dillon. Of this $400 million, the United States  is puttin g 
up a total of $150 million.

Mr. Ford. Off the record.
(Discussion held off the record.)
Secretary Dillon. 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. F ord. Where was the $150 million derived from tha t we are 
not talking about today?

Secretary D illon. Pa rt of this was appropria ted by Congress last 
year.

Mr. F ord. Th at has been paid?
Secretary D illon. It  has.
All of these different amounts, the 20 percent last fall, and the total  

amount the U nited 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 la ter there will be another $60 million.

In addition to tha t, and this is the hard currency par t paid in, the 
other  countries put  up $250 million, of which $125 million is in dollars 
or gold and $125 million in their own local currency.

C ALLABLE CAPIT A L

In addition there was a provision that  there would be $450 million 
of callable capi tal of the bank, which is similar to the callable capi tal 
of the World Bank, which would be used only to make good obligations
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which the B ank itself had sold in public  market, jus t 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 tha t way.
They are able to do th at 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 tha t entire amount of guarantee  authori ty was appropriated.
Mr. Gary. We put up $200 million of the $450 million?Secretary  Dillon. Th at is right. Th at entire amount already has been appropr iated although there is no expenditure  from it .Mr. Gary. What do you call t hat , callable capital?
Secretary  D illon. Yes, sir.
Mr. Gary. That is $450 million, and the Federa l Government has put  up $200 million of tha t?
Secretary D illon. That is right.
Mr. Gary. That has a lready been appropriated, all of it?
Secretary  D illon. Yes, sir. You have no money to spend under tha t. Th at is merely something we are able to pledge and it will not be p ut up until  such time as the Inter-American Bank, first, is able to sell their  bonds to the public, second, makes loans on that money, and third, unfor tunately 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  tha t but  it has not been appropriated?
Secretary Dillon. Authorized and appropriated.
Mr. Gary. But the money has not actual ly been taken out of the Treasury?
Secretary Dillon. We hope i t will never be.
Mr. Taber. Was tha t in this bill last  year?
Secretary Dillon. Not in mutual security  but  in the Inter-American Bank bill.
Mr. Gary. What  about the soft loan?

F U N D  FO R SP E C IA L  O P E R A T IO N S

Secretary Dillon. 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 las t year, and we pu t up our $50 million of that  $100 million, and another $50 million, the final half of it, is payable this October. We owe anothe r $50 million under th at, and it is that $50 million and the $60 million for the hard capita l t ha t makes up  the tota l of $110 million which was in the other  bill which will come before you la ter 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 D illon. Th at 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 Dillon. I do not  think  the World Bank has had any losses so far.
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Mr. Gary. No losses whatever?
Secretary Dillon. That is right.
Mr. Gary. The $150 million in soft capital  will be used for soft 

loans?
Secretary Dillon. 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 Dillon. The $150 million of the special fund is no t soft 

capita l because $125 million of it is in gold or dollars.
Mr. Gary. They will no t be as sound a form of loan as the $400 

million type  of loan?
Secretary Dillon. We expect they will be equally sound as far as 

projects are concerned, but  they will be made in places where the 
country  i tself 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 no t strictly economic 
development as is the  other type.

L O A N S M ADE TO D ATE FR OM  S PE C IA L  O P E R A T IO N S F U N D

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 pract ically the whole population had been living for some time 
without water. Of tha t, $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 n ot very good. Bolivia has good projects, things they need 
to do, but the ability  to repay in dollars is no t 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. Gordon. 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 repaym ent in local currency or hard currency 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. Gordon. I am not sure of tha t.
Mr. Ford. You said the Bank has the righ t to ask for an option. 

Is there any assurance that  if they requested such repayment that it 
has to be in ha rd currency?

Secretary Dillon. Whatever is written into the loan is the agree
ment. In  this case the agreement was partly for repayment in dollars 
and p artly in local currency. It  is a question of negotia tion.

Mr. Gordon. It  is an option the Bank has in negotiat ing 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 
late r installments were to be in hard currency.

Mr. F ord. Categorically. Repaymen t in the lat ter  part of the 
cont ract shall be in dollars?

Mr. Gordon. Th at is right.
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E X E C U T IV E  D IR EC TO R S OF T H E  I X T ER -A M ER IC A N  B A N K

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 countr ies from which they come and 
the countries they represent?

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

Mr. Gary. That is right.
(The information requested follows:)

I n t e r -A m er ic an  D e v e l o p m e n t  B a nk  E x e c u t iv e  D ir ec t o r s

Ign acio Copet e (represen ts Col ombia ,1 Chi le, an d Ven ezuela) , general  m ar ag er  of a lead ing com mercial  bank  in Colom bia ; gen era l man ager  of the Ce ntra l Ban k of Co lom bia ; presi dent of th e Colom bia n Bank ing  Assoc iation;  Go ver nor of th e Wo rld Bank and In te rn at io na l M on etary Fu nd ; professor of law.
Ro be rt Cu tle r (repre sen ts th e Un ited S ta te s1): pr es iden t an d chair ma n of the boa rd,  Old  C olony Tru st  Co., Bo sto n; br iga dier genera l, USA; Specia l Assist ant  

to  Pres iden t Eise nhower  for Nat iona l Security Affai rs; at to rn ey  a t law.
Luc ien Hibbe rt (repre sen ts H a it i1 an d Pa na ma) : pres ide nt of Un ive rsi ty  of Hait i and dea n of fac ult y of science;  Se creta ry  of Tr ea su ry  of H ai ti ; Secre tar y of Agriculture  an d Nati on al Econom y; Am bas sad or to  th e Organiz ation  of Americ an State s.
Cleanth o de Pa iva Lei te (re pre sen ts Bol ivia , Brazi l,1 an d Ec ua do r):  Head of Na tio na l Econom ic Deve lop me nt Ba nk  of Brazi l; Chi ef of Ca bin et,  Mini stry of Pu blic Works and Tra ns po rtat io n;  adv ise r to  Brazi lian Go vernme nt,  loan an d fin anc ial  stu die s in Brazil,  Uni ted St ates  an d En gla nd ; gr ad ua te  of Uni

ve rs ity  of Rec ife Law  Fa cu lty .
Ra ul  M ar tin ez  Osto s (re pre sen ts Co sta  Ric a, Dominic an Republic, Gu ate ma la,  Mexico ,1 Nicarag ua, Pa ragu ay , an d Urug uay): Dep uty Dire ctor  General of Na cio nal Financ iera, Mexican deve lop me nt age ncy ; chie f o f au di t de pa rtm en t, Ba nk of Mexico; Executive  Di recto r, In te rn at io na l Mon eta ry  Fun d;  dir ec tor  

of financ ial studie s, Minist ry  of Financ e; at to rn ey  a t law.
Mario Osc ar Me ndivil (repre sen ts A rg en tina1 and Pe ru): Un de r Secre tary of St at e for Finan ce of Argenti na ; General  Ma nag er of Fin ance  M inist ry ; adv ise r on mon etary polic y, Ce nt ra l Bank of Argenti na ; na tio na l pub lic ac co un tant .Alfonso Rochac (repre sen ts El Sal vad or1 and Hon du ras) : Mini ste r of Econom y of El  Sa lva do r; pro fessor  of eco rom ics , Un ive rsi ty of El Sa lva do r; ma nag er,  Mortga ge  Ba nk ; Dire cto r General  of Cu sto ms ; adviser to  nu mbe r of developmen t bank s in La tin  Am eric a; do ctor  of law.

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

Secretary Dillon. The United State s has 41.8 percent of the vote in this Bank.
Mr. Gary. Is t ha t similar to a stockholder’s vote?
Secretary  Dillon. Exact ly s imilar to the World Bank where votes

are weighted based on the contribu tion tha t each count ry makes to 
the capita l 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 tha t determines the policy? 
Secretary D illon. That is right.
Mr. Gary. What  percentage of the Board of Governors or Directors 

do we have?
Secretary Dillon. We have one Governor but he casts 41 percent 

of the votes.
Mr. Gary. Even in the  act ions of the Board of Governors? 
Secretary Dillon. That is right.

1 Indicates country from 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 Dillon. Th at 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  appropria tion of $394 million is given 
to the Bank to adminis ter under this agreement, tha t 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 majo rity vote and we have 41 percent.  Theoretical ly 
there we do not have absolute control b ut a very influential vote.

Mr. Gary. By whom are the Governors named?
Secretary D illon. The Governors, of which I 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 tha t, there is a Board of Executive Directors named 
also by certain governments, and arrangem ents have been worked 
out on a weighted basis whereby the United State s is the  only country 
which has one Executive Director. All the other six Executive  
Directors represent more than  one country . When we give you the 
list of people we will indicate what countries they represent.

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

O F F IC E R S  OF T H E  IN T E R -A M E R IC A N  RANK

Secretary D illon. 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:)
P r e s id e n t , E x e c u t iv e  V ic e  P r e s id e n t , an d  D e p a r t m e n t  H ea d s

Felipe Her rera , preside nt (Chile): Minis ter of F inance of Chile ; General Manager 
of Cen tral  Bank of Chile; Governor of World Bank; Executive  Director  of 
Intern ational Moneta ry Fun d; att orn ey at  law and  social scient ist.

T. Graydon Upton, executive vice pres iden t (United States) : Vice pres iden t, 
Philadelphia  National Bank; pres iden t of Bankers  Association for Foreign 
Trade; Ass istan t Secreta ry of the  Tre asury; Executive  Director of World Bank; 
Director of Deve lopm ent Loan Fun d; A.B., c.l., Ha rva rd;  Ha rva rd Business 
School.

Ewaldo Corre ia Lima, chief, loan division (Brazil ): Dire ctor  of Nat ional Devel
opm ent Bank of Brazil;  Head of Economic De partm ent of Nat ional Confedera
tion of Industry; professor of Un iversity of Brazil ; economist, Min istry  of Labor.

Manuel Noriega Morales , chief, techn ical assistance division (Guatem ala) : 
Pres iden t of Bank of Guatem ala;  Minister  of Economy and Labor; Governor, 
Int ern ational Moneta ry Fun d; professor of public finance, money, and  banking.

Jos6 C. Cdrdenas, chief, economic division (Ecu ador ): Deputy Director of 
Central Bank of Ecuad or;  Director of Economic Research De partm ent of 
Cen tral  Bank ; Member of Advisory Committee to  M inis try of Finance; Director  
of Exchange Departm ent of Central Ban k; Member of Nat ional Economic 
Council.

Bernardo F. Grossling, actin g chief, engineering division (Chile): Analyst, 
technology and  geophysics , Standa rd Oil Co. of Cali fornia; techn ical adviser 
on exploration, Nat ional Petro leum Co. of Chile ; engineer, Chilean  G overnment 
Deve lopment Corporation; professor  of electrical technology, Univers ity of 
Chile.
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Rollin S. Atwood, chief, division of special  operation s (United Sta tes of America) (Among other funct ions,  thi s division is charged with  preparatory work for the  Special Fund for Social Progress): Regional Dire ctor  for Latin America  of Intern ational Coopera tion  Adm inis trat ion; Chief, Office of South American Affairs, D epartme nt of St ate ; professor of business a dminis tration  and director  of In ter-American educationa l program, University  of Florida.Elting Arnold, General Counsel (United  States of America ): Chief, Foreign Fund s Contro l, U.S. Trea sury  De partm ent; Ass istan t General Counsel, U.S. Treasury  De partm ent ; attorn ey at  law.
Rober t B. Menapace, former Executive Vice Pres iden t of Bank and  now Consu ltan t on Finance (United Sta tes of America): Vice Preside nt for Latin American operations , Gu ara nty  Tr us t Co.; Deputy Director,  Development Loan Fund; colonel, U.S. Mil itary Governm ent in Ita ly  and  Codirector, Finance Subcommittee of Allied Commission; ass istant vice pres iden t for foreign loans, Gu ara nty  Co.
Jorge Hazera, Chief, Division of Administra tion  (Costa Ri ca ): Minister  Counselor  and Commercial Attac h^, Costa  Rican  Embassy, Washington; Alternate  Executive  Director,  Int ern ational Moneta ry Fun d; Costa Rican Ambassador- Representative to  Inter -American Economic and Social Council.Lam bert  E. Jones,  Acting Treasurer (Uni ted States of America): Chief Acc ountant,  Loan Officer and Deputy Chief, Division of Priva te Capi tal Partic ipa tion , Export-I mp ort  Bank; auditor , Social Security Board; a ccou ntan t.Pedro Ira ne ta,  Secretary  of the  Bank  (Chile): Chief, Division of Economic Research, Pan American Union; professor  of economic theor y, economic development and  planning, Inte r-Am erican Sta tist ica l and  Financia l Center, Santaigo , Chile; professor  of economics, Univer sity  of Chile.
Michael Lever, Acting Chief, Office of Inform ation (United Sta tes  of America ): Public relat ions  directo r, Guggenheim Bros., Santiago, Chile; professor of public  relat ions , University of Chile; Public Inform ation Director , Organization  of American States; writer and edito r, Coordinator  of Inter-Am erican Affairs; public  relat ions consul tant to Lat in American governments and  U.S. firms operating in Lat in America.
Edu ardo McCullough, Int ern al Aud itor  (Panam a): Deputy Comptrol ler General, Governm ent of Pan ama ; Chief Admin istrator and  Director of Accounting, General Audit Dep artm ent , Governm ent of P anam a.

Mr. Gary. By whom are the officers of the Bank elected? 
Secretary D illon. The President is elected and approved bythe Board of Governors. The Executive  Vice Pres ident is appointed by the Board of Executive Directors on the recommendation of the president.
Mr. Gary. They select the employees?
Secretary D illon. That is right.
Mr. Gary. Are there any Communist countries or Communist- controlled countries connected with this Bank in any way whatever?Secretary D illon. In no way whatever.
Mr. Rhodes. I wonder if you would also ask for the background of the members of the Board of Directors.
Secretary D illon. We have that  available and tha t will be given in the list.

BA SIS  FO R  SE L E C T IO N  O F BA N K  TO A D M IN IS T E R  T H E  L A T IN  AM ER IC A N 
FU N D

Mr. Gary. What  relation does this $500 million you are requesting now have to the Bank?
Secretary  D illon. The relation with the Bank is th is : In talking with the Latin  American countries as to how this Fund for Social Progress could be best handled, we and the L atin American countries felt that  the best way to handle this would be through the Inter - American Bank for the major part of i t, at least for tha t par t of i t 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 tha t if this $500 million should 
be appropriated $394 million of it would be transferred to the Bank 
for it  to utilize.

Mr. Taber. Over wh at period?
Secretary D illon. Th at is what I  was coming to.
Mr. Taber. Do they have a right  to do i t during this fiscal year, 

the coming fiscal year,  or 7 or 8 more years?
Secretary D illon. Th at 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 parti cular projec t that  has 
been entered into by the Bank.

It  would be spent over a period of time. It  is no t specified b ut it 
would depend on the speed with which the Bank could find useful 
projects  and which countries in Lat in 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 no t become part  of the funds of the Bank  
itself?

Secretary Dillon. Not  at all.
Mr. Gary. It  would not become part  of the $400 million for hard  

loans?
Secretary Dillon. That is right.
Mr. Gary. Or of the $150 million for soft loans?
Secretary D illon. No. It  would be a separa te fund entirely.
Mr. Gary. And it would be a fund owned by the  U.S. Government?
Secretary D illon. That is correct, and administered for it by the 

bank.
Mr. Gary. The bank would make the loans from this fund as an 

agen t of the U.S. Government?
Secretary Dillon. I thin k 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  r ather than  the 
Bank?

Mr. Gordon. On this point i t is proposed, with respect  to repay
ments,  that the repayments would go back into the tru st fund and be 
available  for further use in accordance with the same agreement. 
They would no t come back to the United States  as long as the trust 
agreement lasted. It  would n ot come back  to the United States  for 
general purposes.

Mr. Gary. I understand tha t.
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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 tha t fund anytime we wanted?
Mr. Gordon. We can terminate  the trus t agreement.Mr. Gary. If we terminate the tru st agreement, then the trus t funds do belong to the United States?
Mr. Gordon. That would be my understanding.Mr. Ford. Is tha t a unilateral right?
Mr. Passman. No; there is a misunders tanding. This contradic ts prior testimony.
Mr. Gary. Let us get it  stra ight. I am trying to get the  facts.Mr. Rhodes. If the gentleman yields, I have been reading ahead on Secretary Ball ’s statem ent and on page 3 it definitely states tha t—

Th e U ni te d S ta te s,  in  a dv an ci ng  f un ds  t o  th e  In te r-A m er ic an  D ev el op m en t Ban k,  wil l no t ex pe ct  re paym ent of fu nd s to  t he  U nit ed  S ta te s.
Mr. Gary. That is true, but  they expect repaym ent into this trust fund. That is a revolving fund and would be reloaned.Mr. Rhodes. There is nothing  here about tha t and there is nothing tha t I see which gives the United States any legal right  to terminate the agreement and recover i ts money.
Mr. Gary. That is the point.
Mr. Gordon. May I point out the relevant  position? This is on page C-8, section 6.02.

* * * If  a t an y tim e it  ap pe ar s to  th e A dm in is tr at or or  to  th e U nited  Sta te s th a t th e  fu nd  is  no long er  n ec essa ry  or  t h a t th e  pu rpos es  o f t he  fu nd  ca n no long er  be appro pri at el y  or ef fecti ve ly  ca rr ie d ou t,  th e par ti es  her et o sh al l fo rt hw ith  co ns ul t w ith  on e anot her . If  a de cis ion  to  te rm in ate  th e ag re em en t is re ac he d,  or  if no de cis ion is re ac he d w ith in  30 da ys , or  pu rs uan t to  ar ticl e 10, th e  B an k su sp en ds  and te rm in ate s th e ope ra tion .
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 liquidat ion shall be commenced unless both parties agree on another course of action.I think it is quite dear tha t if we decide to liquidate within 30 days a fter tha t 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. Ba ll’s statem ent, at page 3, would think.Mr. Gary. Whose statement?
Mr. Passman. This is from Mr.  Ball ’s statement.Mr. Bowles. We have not yet given it.
Mr. Passman. I know, bu t this is a quotat ion from it:
T he  U ni te d S ta te s in ad va nc in g fu nd s t o  th e  Int er -A m er ic an  D ev el op m en t Ba nk  will  not ex pe ct  re paym ent of fu nd s to  th e  U nited  S ta te s.  Our  ho pe  and  ex pe ct ation  is for  re paym ent in th e  incr ea se d st re ng th  an d gr ow th  of de m oc ra tic in s ti tu tion s in  th e fre e so cieti es  of ou r L at in  Amer ican  ne ighb or s.
That is certainly  an indication t ha t there will not be any repayment of funds.
Mr. Gary. That is true. They have stated tha t unless the fund is abandoned-----
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Mr. Passman. Perhaps I am too much of a realist.
Mr. Taber. We ought to have a copy of the sta tute and the 

agreement to look at.
Mr. Gary. The agreement is in the record, Mr. Taber.
Mr. Taber. 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 tha t fund to be reloaned unless the U.S. Government at 
some time decides to abandon the trus t, but  if the United  States 
abandons the trust then the money is the prope rty of the United 
States.

That is all.
Mr. Passman. If there is any left.
Mr. Bowles. We do not expect tha t 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 b ut I do want to point out what the facts are.

That is all I am after.
That accounts for $394 million and tha t leaves 100-----
Secretary D illon. The additional par t is-----
Mr. Gary. $106 million?
Secretary D illon. 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 tha t to the ICA for either grants  

or loans, probably primarily grants,  which are not appropriate for 
lending. That will be primarily in the public health and educational 
fields. Then $6 million of th at they plan to utilize to strengthen the 
secretaria t of the Inter-American Economic and Social Council so they 
can utilize this to help the Lat in American countries prepare  basic eco
nomic development plans for each country, so they can feel sure they 
are going on the right path rath er 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 D illon. 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 
afte r ratifi cation took place in February 1960 a t San Salvador, which 
I a ttended as the a lternate Governor for the  United Sta tes, and Secre
tary  Anderson was the Governor. At tha t time arrangements for 
electing the Executive Directors, and things of tha t nature, were 
adopted.  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 tha t were due on September 
30, and the 50-percent payment  of the Special Fund tha t was due on 
September 30. They also set the dates for fu rther  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 CON FER ENC E

Mr. Gary. With respect to any of these funds, what was agreed on 
at the Bogota Conference?



30

Secretary D illon. At the Conference in Bogota, what was agreed 
on was t ha t we in the United States told the Conference tha t it was 
our intention , based on authorizing legislation, to establish an Inter- 
American Fund for Social Development. It  was in the Act of Bogota, 
article II, which reads:

The delegat ions of the governments  of the Lat in American Republics welcome 
the decision of the  Government of the  Uni ted States to establish  a special Inter-  
American Fun d for Social Developmen t with  the  Inte r-Am erican Deve lopment 
Bank to become the prim ary mechanism for the adm inis trat ion  of the funds.

Then it went on to say:
It  is understo od th at  the  purpose of the  Special Fun d would be to contribute 

capi tal resources and techn ical assis tance  on flexible term s and condit ions, in
cluding repaym ent in local currency and  the  relending of repaid funds. Also, in 
accordance with app ropriate selective crit eria  and  in the  ligh t of resources avail
able to  support the  efforts of Latin American countries th at  are prepared to 
ini tiate or expand effective ins titu tional  improvem ents , and  to ado pt measures 
to employ efficiently the ir own resources  with  a view to achiev ing greater social 
progress and  more balanced economic growth.

You will note tha t there are no figures. y
They were well aware tha t what amount of money actual ly went 

into this Fund  was something which the U.S. Congress would have 
to look at further in the l ight of what  happened at Bogota and in the 
light of the programs tha t were developed and that such appropria
tions would come a t a later date.

They were well aware they would have to perform-----
Mr. Gary. The $394 million is the  fund you propose to se t up now 

in compliance with that sta tem ent; is th at correct?
Secretary D illon. No, sir; the  whole $500 million would be in com

pliance with tha t statement , bu t the $394 million would be in com
pliance with the part  of it  tha t says the Inter-American Development 
Bank would be the primary mechanism for th e 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  indica ted 
that p robably it would be 80 to 85 percent through the In ter-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 tha t was reached in Bogota?

Secretary Dillon. Of course, the countries at Bogota 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. Andrews. Will the gentleman yield?
Mr. Gary. Certainly , Mr. Andrews.
Mr. Andrews. Mr. Secretary, tha t 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 D illon. That is correct, and they were all aware of th at.
Mr. Andrews. 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 Dillon. 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  D illon. That is right.
Mr. Andrews. Th at is a total of $950 million?
Secretary Dillon. 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  D illon. That is correct.
Mr. Gary. Than k you.

NO E X PE C T A T IO N  FO R  R E T U R N  OF FU N D S TO  U .S . T R E A SU R Y

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 t ha t any of this money will ever be returned to 
the U.S. Treasury; is tha t a s tatem ent of fact?

Mr. Gordon. I 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 tha t is going to be used for loans, is it 

contemplated that  these will be hard loans or soft loans?
Mr. Gordon. In general, Congressman, it is contemplated tha t 

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, b ut in th at  case the Bank would 
make dollar loans jus t as in a part of this Bolivian thing.
I* Mr. Gary. This would correspond then with our Development 
Loan Fund here?

Mr. Gordon. Th at is right .
Mr. Gary. Why canno t it be handled through  the Development 

Loan Fund?
Secretary  D illon. The reason for that  was simply tha t we fel t— 

and I think we were right—that wha t we were out to accomplish 
here was a collective effort whereby the Latin American countries 
would agree to under take a whole series of domestic measures, which 
would not  be very  popular because it would be difficult to get enacted 
tax increases and tilings of th at type. It  was felt tha t this could best 
be handled through  negotiations with an In ter-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 tha t law,” 
is rather difficult. On the other hand, we think it is much easier 
for a L atin 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. Bowles. Would you like to have the following testimony?
Mr. Passman. Wha t is that?
Mr. Bowles. 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 , you do not expect any of the $500 million to be re turned  to the U.S. Treasury?
Mr. Gordon. I would say no subs tantia l amount.
Mr. Alexander. Mr. Chairman, would you yield?
Wh at effect would t ha t have on our gold situat ion and balance of payments?
Mr. Passman. I am going to ask tha t question next, if it  is satisfactory  with the gentleman from North Carolina.
In your state men t—and I am not quarreling, but  I am trying to understand—you say specifically tha t you are not expecting repayment of funds to the United S tates. Now you say that  my statement, was “substantially  cor rect.”
What  part of it is not correct?
Mr. Gordon. I mean, sir, if one of these, over a very considerable period of time, one would hope tha t this process might ultimate ly come to an end. This is a revolving Fund and when i t does come to an end, 1 would hope it would be by agreement among the parti es and then the liquidation arrangements tha t Congressman Gary called our atten tion to would apply and at tha t point the United Stat es 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. Gordon. It  could be.
Mr. Passman. Is tha t correct?
Mr. Gordon. Yes.
Mr. Passman. We hope it serves a useful purpose. We are all working toward tha t end.

GOLD PURCHASES BY  LATIN AMERICAN COU NTRIES

With respect to the gold purchases by these expected recipient countries of this Fund,  do you have a li st of the countries who may participate in this $500 million Fund, and then a list of their most, recen t gold purchases from the United States?
Mr. Gordon. 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 o ther non-self- governing territories. I do not have here a list of recent gold purchasers. I am sure tha t we can get tha t.
Mr. Passman. I believe tha t I can help you out a bit.
If this statement is not correct, then you correct the record.
This is U.S. monetary gold transact ions with foreign countries and internationa l 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, b ut does it sound about correct?
Secretary  D illon. It  may be a complete list.
Mr. Passman. Will you get us a complete list, and give us the  total?
Mr. Gordon. Yes, sir.
(The information follows:)
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U.S. net monetary gold transactions with Latin America, 1956-60 
[In  m illi ons o f do lla rs a t $35 per  fine  troy  ounce]

[Negative  figures r ep re se nt  n et  sa les by  the  U ni te d Sta tes; posit ive  figu res,  net purcha ses ]

C ou ntry 1960 1959 1958 1957 1956 Tot al

Arg en tin a__________________ -5 0 .0
-2 .0
-6 .3

67.2
3.0

75.4
2.8

115.3 207.9
2.5

21.8
- 3 .5

.9
-5 0 .0
-1 1 .5

28.4 
-1 35. 0

Ch ile - 1 .3
Cn lnm h ia 28.1
El  Sa lva do r .. . - 3 .5

- . 1H on du ra s__________________ - . 8
-2 0 .0
-1 5 .0
- 3 .8

(»)
-3 0 .0

(>)
Mexico . .
Pe ru 3.5

3.1TTmanay 29.1
-2 00. 0Ve ne zu ela__________________ 65.0

To ta l 61.5

> R epresents  less th an  $50,000.

Mr. Passman. If they are pu tting up their p art  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 ra ther favorable  position to meet then- 
part of the  contrac t, would it  not?

Mr. Gordon. My impression is tha t 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 D illon. I think the only one that is really substantia l 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 
payments and their  international credit. As a result  they did buy 
last year a substantia l sum of gold, $50 million, which I am sure is 
right. That is probably from the Treasury Department release tha t 
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. Gordon. Yes, sir.

U.S. TRADE WITH LAT IN AMERICA

Mr. Passman. Is i t also t rue 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 La tin America?

Mr. Gordon. Mr. Congressman, I would like to check the facts. 
That would not be particularly  surprising but  taking the balance of 
payments as a whole, the Latin American countries have also very 
large payments to us on account of shipping and other services and 
remittance of dividends and the like. My impression is t ha t 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. Passman. I do not know what you refer to, “on the whole.”
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Mr. Gordon. I would distinguish between imports and exports of 
goods.

Mr. Passman. That is the situa tion to which I had reference.
Mr. Rubo ttom last year said:
I th ink  there is a light  deficit of exports of approxim ately $3.5 billion and imports  of approxim ately  $3.0 billion.

That is a r ather 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. Gordon. As long as the trade  deficit is more than  made up 
for by paym ent 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. Gordon. In general, our balance of payments with Latin  
America has not shown a deficit position.

Mr. Passman. I am speaking of 1960.
Mr. Gordon. 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  La tin 
America.

Mr. Passman. Of course, and I shall not prolong this discussion; 
but  it  certa inly is food for thought and something to which we should 
all give consideration—the  fact tha t 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 agricultura l commodities which we gave away, we probably had 
a worldwide deficit?

Secretary D illon. Not las t year, no.
Mr. Passman. Th at was the year-----
Secretary D illon. It  was a year earlier. I 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, 
instead of $5 billion would be about $2.5 billion.

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

Secretary  D illon. Th at 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 tha t almost $2 billion, so tha t translated into straight com
mercial terms is a deficit of about $1 billion on trade in 1959.

(The information follows:)
i
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U.S. trade with Latin American Republics, excluding military transfers
[Millions of dollars]

1956 1957 1958 1959 1960

Argent ina:
U.S. exports___
U.S. impo rts___

Trade  balance.

Bolivia:
U.S. exports___
U.S.  im ports___

Tra de balance .

Brazil:
U.S. exports___
U.S.  im port s. .. .

Trade  balance.

Chile:
U.S.  exports___
U.S. im po rts . .. .

Trade  balance.

Colombia
U.S. expo rts___
U.S. im port s. .. .

Tra de balance.

Costa  Rica:
U.S. exports___
U.S. im port s. .. .

Tra de balance.

Ecuador:
U.S. exports .......
U.S. im port s. .. .

Trade  balance.

El  Salvador:
U.S. exports___
U.S.  im po rts. .. .

Trade  balance.

Guatemala:
U.S. exports___
U.S.  im port s. ...

Trade  balance.

Ha iti:
U.S. exports___
U.S.  im port s. .. .

Trade  balance.

Hon duras:
U.S. exports___
U.S. im ports___

Tra de balance.

Nicaragua:
U.S. exports___
U.S.  im po rts__

Tra de balance.

211 .6
132.8

284 .4
129 .3

249 .1
132.9

231.0
125.8

34 9.0
98 .7

+ 7 8 .8 +155.1 + 116 .2 + 105 .2 +250 .3

49 .0
41.8

34 .4
16.9

29 .0
8 .9

23 .5
7. 6

24 .5
8 .7

+ 7 .2

308.6
745.7

-4 3 7 .1

158.1
236 .6

- 7 8 .5

323 .2
409 .6

- 8 6 .4

42 .9
19.1

+ 2 3 .8

45 .8
53.4

- 7 .6

50.1
48 .5

+ 1 .6

82 .6
78 .9

+ 3 .7

+ 1 7 .5 + 2 0 .1 + 1 5 .9 + 1 5 .8

484.4
699.7

534.1
566.9

412.5
628.5

426.2
570.2

-2 1 5 .3

194 .9
195 .8

- . 9

241.8
383.7

-1 4 1 .9

48 .2
27 .5

+ 2 0 .7

50 .7
58 .0

- 7 .3

50.1
55 .6

- 5 .5

81 .2
73 .7

+ 7 .5

36 .7  24 .3
14.9 18.3

+ 2 1 .8 + 6 .0

39 .0  41 .9
29 .9  26.1

+ 9 .1

33 .5
19.5

+ 1 4 .0

+ 1 5 .8

- 3 2 .8

149 .0
155.7

- 6 .7

186.3
332.9

41 .8
36 .0

+ 5 .8

46 .8
56 .2

-9 .4

44 .9
48 .5

- 3 .6

78 .9
66.1

+ 1 2 .8

-2 1 6 .0

137 .2
201.9

- 6 4 .7

205 .8
340.0

-1 3 4 .2

40 .9
32 .8

+ 8 .1

48 .6
60 .5

-1 1 .9

36 .9
37 .4

64 .4
65.1

24 .9  23 .8
22 .7  16.2

+ 2 .2 + 7 .6

-1 4 4 .0

194 .9
192 .7

+ 2 .2

24 5.6
29 9.6

- 5 4 .0

44 .0
34 .8

+9 .2

54 .9
65.5

- 1 0 .6

42 .4
32 .2

+10.2

62 .8
68 .8

+ 4 .0

25.1
18.2

+6 .9

35 .7
27 .8

32 .4
24 .6

34.4
33.6

+ 7 .9 + 7 .8 + . 8

39 .1  36 .8
22 .3  21 .1

+ 1 6 .8 + 1 5 .7

27 .7
16.4

29.6
20.8

+ 1 2 .3 + 8 .8
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U.S. trade with Latin American Republics, excluding military transfers—Con.
[M illi on s of dollars]

1956 1957 1958 1959 1960

M ex ico :
U .S . export s____
U .S . im p o r t s .. ..

T ra d e  ba la nc e.

P an am a:
U .S . export s____
U .S . im p o r t s . . . .

T ra d e  b al an ce .

Par ag uay :
U .S . export s____
U .S . im p o r t s . . . .

T ra d e  b al an ce .

P er u:
U .S . ex port s__________
U .S . im p o rts _________

T ra d e  b ala n ce______

U ru guay :
U .S . export s__________
U .S . im p o rt s_________

T ra d e  b al an ce ______

V en ez ue la :
U .S . ex port s__________
U .S . im p o rt s_________

T ra d e  b a la n ce ............

T o ta l,  18 R ep ub li cs :
U .S . export s........
U .S . im p o r t s . . . .  

T ra d e  b a la n c e .. .

C uba:
U .S . export s............ . . . .
U .S . im p o rts _________

T ra d e  ba la nce ______

D om in ic an  R ep ubli c:
U .S . export s__________
U .S . im p o rt s_________

T ra d e  b al an ce ______

T o ta l,  20 R ep ub li cs :
U .S . ex port s____
U .S . im p o r t s .. ..  

T ra d e  b a la n c e .. .

850 .7
400 .9

903.7  
430.1

888 .4
456 .8

740.3
435 .4

806 .8
443 .0

+4 49 . 8 +4 73 . 6 +4 31 . 6 +3 04 . 9 + 363. 8

69 .3
20.1

84.5
24 .3

96.2 
24.1

90 .3
24 .9

88.8 
24.1

+ 49 .2 + 6 0 .2 + 72 .1 + 65 .4 + 64 .7

7.8
5.8

11.2
6.6

10.2
7.5

8. 0
8.5

8. 8
8.5

+ 2 .0 + 4 .6 + 2 .7 + .3

162 .6
134 .6

198 .7
138 .0

167.0
124.0

121.9
118.9

141.1
182.2

+ 28 .0 + 6 0 .7 + 43 .0 + 3 .0 - 4 1 .1

33 .7
25 .3

48 .7
17.9

21 .6
8. 7

33 .3
18.4

61.8
20 .7

+ 8 .4

674.3
704.8

- 3 0 .5

3,1 79 .5 
3,1 22 .1

+ 57 .4

519.1
457.1

+ 62 .0

69.7 
60.1

+ 9 .6

3,768 . 3 
3,63 9.3

+12 9. 0

+ 3 0 .8 + 1 2 .9 + 1 4 .9 + 41.1

1,053.1  
900 .0

+15 3. 1

3,87 5.2  
3,223. 9

+6 51 . 3

618 .0
481 .9

+13 6. 1

74.1
63.1

+ 11 .0

4,5 67 .3  
3, 768. 9

+7 98 . 4

809.8
892 .3

738 .7
889 .9

550 .2
948 .3

- 8 2 .5 -1 5 1 .2 -3 9 8 .1

3,450. 5 
2,9 89 .1

+4 61 . 4

546 .2
527 .8

+ 18 .4

76.5
72.1

+ 4 .4

4,073. 2. 
3,5 89 .0

+484.2

3,01 7.0 
3,051. 6

3,19 1.0 
3,06 0.5

+ 130. 5

437 .9
474 .7

222 .5
357 .2

- 3 6 .8

59 .8
75.2

41.3
110.9

-6 9.6

3,514 . 7 
3,6 01 .5

3,45 4.8 
3,528. 6

-8 6 .8 -7 3 .8
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fJ.S . balance of payments with SO Latin American  republics excluding military 
transfers under grants

[M illi ons o f dolla rs.  Ca lend ar  yea rs]

U.S . expor ts of goods an d serv ices :
Merc hand ise , ad ju sted , exclu din g mil

it a ry ____________________________
Inc om e on pr ivate U.S.  in ves tm en t— . 
Othe r serv ices.............................. —

Tot al  export of goods an d se rv ic es. ..

U .S . im po rts  of goo ds an d serv ices:
Merc handise , ad ju sted , exclu din g mi l

it a ry ....................... . ................................
Se rvi ces ___________________________

Tot al  imp or ts of goods an d ser vic es ..

Ba lan ce on  goods an d serv ices , ex
clu ding m il it ar y............... ..................

Priva te  re mi tta nc es  a nd  p ensio ns ............—.
U.S. Go ve rnmen t g ra n ts .. ............................
U.S.  Go ve rnmen t capit al,  n e t.......... ............
U.S . pr iv at e cap ita l, ne t________________
Lo ng-te rm Lat in  Am erican  cap ita l (l ine  42).
“ Net  bala nc e” ____ ____________________
Un rec ord ed  tra ns ac tio ns  (err ors an d omis

sions an d transfer s of fu nd s be tw een 
foreig n a reas) ________________________

1956 1957 1958 1959
Jan uary -

Se ptem be r
1960

(9 mo nths )

3,835
844
921

4,642
975

1,005

4,156 
720 
984

3,551
663
915

2,632
553
729

5,600 6,622 5,860 5,129 3,914

3,782
1,010

3,930 
1,102

3,748
1,145

3,723
1,003

2,787
772

4,792 5,032 4,893 4,726 3,559

+80 8
-4 2
-8 3
-9 6

-8 15
+3 3

+35 2

-1 57

+1 ,59 0 
-5 5  

-1 12 
-1 46 

» -1 ,3 95  
+1 9 

+139

-4 0

+967
-5 3

-1 18
-4 69
-4 88

- 1
-1 80

+342

+403
-5 2

-1 12
-2 58
-401
+2 8

-1 51

+543

+355
-5 3
-7 6

-1 27
-1 98
+1 5
+4 4

+4 0

1 I nc lude s ab ou t $700 mil lio n for p urch ase of oil  leases a t au ct io n in  V enezu ela  in  1957.
N ote .—Plu s (+ ) signs on  “net  ba lanc e”  indica te  an  inc rea se in  U.S . sh or t-t erm  lia bil iti es  to  Lat in  

Am erica.

Mr. Passman. Mr. Taber mentioned a moment ago tha t 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 Fu nd ; is tha t true?

Mr. Gordon. Yes, sir.
Mr. Passman. Mr. Taber?

LO ANS M ADE BY  T H E  D EV EL O PM E N T  LO AN FU N D

Mr. Taber. 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. Gordon. With respect to La tin America?
Mr. Taber. No; all together.
Mr. Gordon. We do not have them here with us but  we can 

certainly  supply them.
(The information follows:)
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Sta tus  of DLF  loans by region
[I n  th ousa nds]

R eg io n a n d  f isca l y ea r

N u m b er of  lo an s A m o u n t
D is 

bu rs ed R ep a id
In te re s t 
and  fees  
co lle ct edA p

pro ved
O bl i
ga te d

A p
p ro ved  i

O bl i
gat ed

Af ric a:
F is ca l y ea r 1958________ 2

8
9,300

31,5 40 
46,700 
43,8 00

F is ca l ye ar 1959 ______ 7
4
1

28,840 
24, 550 
18,350

50
7,78 0
4,4 47

Fis ca l yea r 1960 _. ___ 36
63

2
147F is ca l y ea r 19 61 2_________

T o ta l____________ 18 12 131,340 71,740 12,277 99 149
E uro pe :

F is ca l yea r 1 9 5 8 .. ......... 1
7
3
3

3,0 00
75,3 00 
40,850 
25,6 40

Fis ca l yea r 1959__________ 4
5
1

53,100 
43,050 
20,940

561 
12, 556 
14,037

F is ca l ye ar 1960 370
395

111
342F is ca l yea r 19 61 2_____

T o ta l____ . . . 14 10 144, 790 117,090 27,1 54 765 453
F a r  E a st:

F is ca l yea r 1958__________ 8
18
11
5

38,236
139,990
52,300
57, 200

F is ca l yea r 1959________ 19
12
3

118,626
48,650 
47, 700

2,5 13
13,045 
13,582

40
233
379

F is ca l yea r I9 60 , ____ 125
475F is ca l yea r 1961 2 ____

T o ta l................... . 42 34 287, 726 214,9 76 29,1 40 600 652
L a ti n  A m er ic a:

F is ca l yea r 19 58 .. 3
15
7
3

1
12
6
5

8,50 0
57,290  
28,600 
72,300

5,000
44,190 
23,400  
23,100

F is ca l ye ar 19 59 .............. 3,073
25,430

5,387

9
450
698

F is ca l yea r I960  . _ . 274
211F is ca l yea r 1961 2._ ...............

T o ta l_______ 28 24 166,690 95,690 33,890 485 1,157
N ear E ast :

F is ca l yea r 1958_______ 5
13
10
5

1
7 

10
8

89,000 
83,400 
74,0.50 

172,250

15,000 
91,100 
95,900 
54,000

1,50 0
35,0 98 
37,6 72 
15,964

F is ca l yea r 1959 .. . _. 50
291
687

210 
1, 555 
1,573

F is ca l yea r 1960 ___
F is ca l yea r 1961 2______

T o ta l__________ _ 33 26 418,7 00 256,000 90,2 34 1,028 3,3 38
S ou th  A si a:

F is ca l yea r 1958....... ......... 12
12
15
9

4
14
13
8

119,350 
180, 650 
278,500 
114,050

82,100
185,350 
141, 750 
203,100

F is ca l ye ar 1959. _____ 24,2 69
106,374

68,111

25
6,373
3, 561

33 
1,490 
2,1 89

F is ca l yea r 1960______
F is ca l yea r 1961 2____ ____

T o ta l_______________ 48 39 692, 550 612,300 198, 754 9,959 3, 712
A ll regi on s:

F is ca l y ea r 1 9 5 8 . . ................ 31
73
49
30

6
63
50
26

267 ,386  
568,170 
521,000 
485,240

102,100 
521,206 
377,3 00 
367,1 90

1,500 
65,5 64 

202,857 
121, 528

F is ca l yea r 1959. .............. 75
7,469
5,39 2

292
3,84 1
5,3 28

F is ca l yea r 1960_______
F is ca l ye ar 1961 2............ .......

T o t a l . . ........... ................. 8 183 8 145 1, 841, 796 1,367, 796 391 ,449 12,936 9,46 1

> In clu des  al lo ca tion s.
2 A ppro vals  an d  o bligat io ns th ro u g h  D ec . 31 ,19 60 . 
8 I nc lu des  2 guar an ti es .
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Mr. Taber. Can you tell us to what extent there have been transfers from the Development Loan Fund or from other funds, into the Treasury?
Mr. Gordon. We would have to supply that. I am n ot especially qualified to say.
Secretary D illon. Even though that  is not my subject, Mr. Chairman, I can answer that  from m y past knowledge.The law provides we cannot transfer  to, or from, the Development Loan Fund  for other funds. There have not been-----Mr. Taber. I was also told there have been substantia l transfers from the military.
Secretary  D illon. Not to the Development Loan Fund . You can transfer to all other funds-----
Mr. Taber. Where did tha t go?
Secretary D illon. I could not answer tha t because I understand the State Department is working on some such thing now.The law provides tha t you can transfer  funds between the m ilitary and economic assistance in either direction, with the exception of the Development Loan Fund, which is set apar t, and cannot receive extra funds.
Mr. Bowles. There is a limit of 10 or 20 percent.Mr. Ford. In and out?
Secretary D illon. Ten percent is the maximum tha t can be t ransferred out, and it cannot be larger than 20 percent of the amount appropr iated 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  D illon. No. Nothing can go into or out of the Development Loan Fund.
Mr. Passman. Thank  you.
Mr. Taber. Do you have a table tha t shows what has happened to the money tha t was provided for the Development Loan Fund?Mr. Gordon. There is a table, Congressman, which shows Development Loan Fund loans in Latin  America by countries. Our presenta tion here is concerned only with Latin America.Mr. 'Faber. Loans othe r than those expected to be made out of this particu lar operation?
Mr. Gordon. Yes, sir.
Mr. Taber. Where would t ha t table be?
Mr. Gordon. The table showing the assistance t ha t has  come from the Development Loan Fund by countries is a t the very end of the book on pages E-2 , E-3, and E-4 .
Mr. Bowles. Your tota l is $94 million in the Development Loan Fund  in the last 9 years.
Mr. G ordon. 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 Chile; and $300,000 to
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Costa Rica. Then $10 million went to Ecuad or and $5.4 to Guate
mala ; and so on.

Mr. Taber. I think those figures ough t to be put in the record. 
Mr. Gordon. All right.
(The information follows:)

Development Loan Fund: Loans approved for La tin  Am erican countr ies through 
Ju ne  30, 1960 

[In m illions of dollars]

Argen tina____________________ $24. 8
Bolivia______________________  4. 0
Brazil_______________________  . 2
Chi le_______________________  10. 8
Costa Rica________________  . 3
Ecuador_____________________ 10. 0
Gu ate ma la__________________  5. 4
H ai ti_______________________  7. 6

Hon du ra s.__________________  $7. 8
Nicaragua ___________________  3. 1
Parag uay____________________ 7. 1
Peru________________________  4. 5
Uruguay ------------------------------- 8. 8

To tal  L atin America____  94. 4

DL F LO AN S TO  LA TI N AM ER ICA SINCE  JU N E  30 , 1960

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

Mr. Taber. They run from $90 to $100 million?
Mr. Gordon. The Development Loan Fund portion of those I

think is a b it smaller. I have something here on tha t.
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-Im port  Bank loans to those two countries 
at the same time.

Mr. Taber. What were they?
Mr. Gordon. The Expo rt-Import  Bank loan to Peru was $28.2 

million and to Colombia was $45 million.
Mr. Taber. Th at means about  $125 million or $130 million?
Mr. Gordon. $123 million.
Mr. Taber. On page 658 of the hearings on the third  supplemental, 

there is a table which shows $72,300,000 going to Latin  America.
Mr. Gordon. That is right.
Mr. Taber. That is in fecal year 1961?
Mr. Gordon. Right.
In addition to the large items for Colombia and Peru, I mentioned 

there are a number of smaller items, as tha t table shows.
Mr. Taber. Are there any items that could be added to that to 

bring it up to date?
Mr. Gordon. Loans made since their hearings?
Mr. Taber. Yes.
Mr. Gordon. I would have to inquire. I do not  know.
Mr. Taber. Supply it, please.
Mr. Gordon. Yes, indeed; we will supply that  for the record, 

Congressman. I am sorry I do not have it.
(The information follows:)

67 61 5- 61 -
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Loa ns approved for La tin  Am erican  countries fr om  Ju ly  1 through Ma r. 28, 1961

Cou nt ry Loan Amou nt

B o li v ia ............................................ .......... . ......... La  E sp eran za  sugar mi ll __ $1,750,000 
125,000,000 
f 2,100,000 
1 5,400,000 

250,000 
5,300,000 

i 2,500,000 
i 25,000,000 

5,000,000 
i 5,000,000

Co lom bia _______________________________ Hou sin g r es et tle m en t a nd  p en et ra tio n ro ads. ..  
H ig hw ay  co ns tru ct ionG ua tem ala................. ..................... ................—.

H ait i___________________________________ Sisa l P la nta ti on_________________  . . . .Panam a.. - _____________________________ Feed er  ro ads . . .
P eru __ ___ _  __________________________

Ca ja de  A horro s H ou sing _____ . . .  __________
Ho us ing,  r es et tle men t an d pe ne trat ion ro ads. . 
M en do za  housin g pro jec tVe nez uela_____________________ ____ _  . . .

Cen tral  Am eri can Ban k for Econo mic  In te 
gra tio n (D ev elop men t Ba nk).

Tot al  L atin  A m eri ca .. .................. ......... 11,300,000

1 Alloca tion  p urs uan t to sec. 202(c) of M utu al  S ec ur ity  A ct , as am en de d.

Mr. Taber. 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.
Mr. Gordon. 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. Taber. There is no authority  to go into a project where you do no t have money enough available to iinance it?
Mr. Gordon. No.
Mr. Taber. To pledge the credit of the United States?Mr. Gordon. No.
Mr. Taber. What are the projects tha t you embark on?
Maybe  this question ought not to be asked a t this point.
What are the projects that you embark upon in South America, or La tin America with Development Loan funds, or with other activities of th e ICA?
Mr. Gordon. If we could come to tha t 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  is 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. Natcher. Off  the record.
(Off the record.)

A PPR O PR IA T IO N S TO IN T E R -A M E R IC A N  D E V ELO PM EN T BA N K

Mr. F ord. Mr. Secretary, I was concerned about where this $100 million came from and where the remainder of this $200 million is generated. I find at least some of its came in the supplemental Appropriation Act for 1960; is that correct?
Secretary D illon. As I understand—I was not intimately connected with it last  year—tha t all the  funds for our contributions to the Inter-American Development Bank la st year came in the supplemental appropriat ion because the  Bank itself had not been actually  start ed in time to have it come in the other  way.
Mr. Ford. I have before me the Supplemental Appropriation Act
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for 1960, adopted September 1, 1959, under the heading “Treasury 
Departmen t, Office of the Secretary” .

INV EST MENT IN INT ER-AMERICAN  DEV ELO PME NT BAN K

To fin an ce  th e  part ic ip ati on  of th e  U ni te d S ta te s in  th e  In te r- A m eri can ,D e
ve lo pm en t Ban k,  to  re m ain av ai la bl e unti l ex pe nd ed , $28 0 mi llion , of which  $23 0 
mi llion  is f or  the  p ur ch as e of ca pital  s to ck  i n sa id  Ban k (in clud in g $20 0 mi llion  for  
ca lla bl e ca pi ta l stoc k and $ 30 m ill ion  f or  t h e  fi rs t in st al lm en t on  t h e  pai d- in  ca pital  
stoc k)  an d $50 mi llio n is fo r paym ent of th e  fi rs t in st a ll m ent of th e  su bsc ription 
of  th e  U ni te d S ta te s to  th e  f un d fo r sp ec ia l ope ra tion s of sa id  Ban k.

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

Mr. Ford. $50 million has been paid in?
Secretary Dillon. A to tal 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. F ord. And this $80 million which has been paid in is in the 
hard loan, or the other portion?

Secretary Dillon. $30 million is in the hard loan and represents 
20 percent of our subscription to tha t; $50 million was in the special 
fund, and represents half our subscript ion to that .

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

Secretary Dillon. 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. F ord. 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 ISO of those for active consideration.

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

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

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

Mr. F ord. This par t we are discussing here is not in relation to 
the  $500 million; i t is just a resume of wha t the facts are.

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

IN D IV ID U A L  P R O JE C T S  TO  BE JU S T IF IE D  IN  D E TA IL

Mr. P assman. Chairman Morgan of the Foreign Affairs Committee 
stated on the floor tha t these requests were to be justified.

There have been no projects justified as such, specifically, with 
respect to the $500 million. Is tha t a s tatem ent of fact?

Secretary Dillon. That is wiiat Mr. Gordon will speak to when I 
get finished.

Mr. Passman. So far, non e'of the projects have been justified. 
We are dealing with the future, and not the past ; is tha t correct?

Secretary Dillon. That is correct.
Mr. Ford. 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 D illon. 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 yet decided on is doubtful. I think they would not wish that.
Mr. Taber. When they ask for the money, how are we going to do anything in the line of jus tifying it unless we know?Secretary D illon. We certain ly 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 consideration.
I 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 tha t are under consideration in advance of consideration. Tha t 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 .

R E FO R M S TO  B E  M ADE P R IO R  TO  A PPR O V A L  O F P R O JE C T S

Mr. F ord. 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 Harv ard Law’ School is to hold some conferences, or studies, involving La tin 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 D illon. I think  that is a very good question.What I was referring to was an overall study in the  Depar tmen t of tax policy and tax administration  in w’hich the OAS is interested, but  the countries are not all going to wait for that . Many  have already start ed in these various fields, and on page 11 of the presenta tion 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 new7 legislation after this “Act of Bogota.” Guatemala is now considering it. In Sao 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 perfection before they got any money in these areas, bu t 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. F ord. Those illustrat ions you have given make much more sense than the illustration used in the.statemcnt.
I really do not think this study is going to materialize  very quickly into some action.
Secretary D illon. For speed, the illustrations I have given are much better . This is a thing that has been agreed to by everybody, and that is W’hy I used it.
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Mr. F ord. I know Mr. Gary asked for a list of the names of the 
Board of Governors, their background, and so for th. 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 D illon. Yes. They are the people who s it in Washing
ton and operate the Bank every day. The Governors sit in their 
capitals and meet once a year for a meeting.

Mr. F ord. Le t’s have all the Executive Directors  listed, their 
background.

Secretary  D illon. We will do that.
(The information requested appears on p. 24.)

PR O C E D U R E S FO R  LO AN A PPRO V A L

Mr. Alexander. Mr. Secretary, in regard to the Inter-American 
Bank  which is to act as agent for us should we pass th is $500 million, 
I understand they are to ge t $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 D illon. Mr. Alexander, tha t 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 
pa rt of the record, and he will testify in detail about  it. I am per
sonally not familiar with tha t in detail.

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

Secretary D illon. There is no lim itation by country.
I think the feeling was they would rely on the fact the executive 

directors represen t the whole so no one would get too much, bu t also 
there  was a wish to avoid jus t cuttin g this up as a piece of pie and 
dividing i t 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. Alexander. Actually, this program is a supplement to all th e 
other programs we are doing there?

Secretary  D illon. That is correct.
Mr. Alexander. And in addition, you are asking for $100 million 

to go into the ICA which will be doing a similar type of th ing with 
that  amount of money?

Secretary  D illon. Th at is part of the request.
The ICA funds will certainly be similar, but  they  will be utilized 

for things which require  grants rath er than the loans. It  will be 
more in the education and public health fields particularly.

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

Secretary D illon. Yes. Mr. Gordon will testify  in
because t ha t is what  he has been working on for months

Mr. Ford. Assume for a minute the Congress did 
$500 million, do you have under existing law transfer 
the fund from oth er mutual security  funds?
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Secretary Dillon. No.
Mr. F ord. This stands  on its own as DLF?
Secretary D illon. Yes.

STATED NEED FOR FULL APPROPRIATION

Mr. Passman. On tha t score, i t was stated that there was no dollar 
amount cited at the Bogota 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 tha t 
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 tha t 
a correct statem ent?

Secretary D illon. 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 t ha t. I think they certain ly do not 
expect any funds tha t 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  t he  $500 mil lion  will no t be sp en t for sev era l y ear s.
Secretary  D illon. The actual expenditures will not  take place for a 

period of time, bu t I think there is a feeling on the p art  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. Passman. I would expect every Presiden t would feel th at way 
about the items in the budget. He would n ot 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 
adjus tments made if there are reasons to make adjustments.

Mr. Gordon. If I  may make a comment.
It  is true the “act of Bogota,” it does not mention a dollar figure. 

The figure of $500 million was not only in the minds of everyone at 
Bogota, but was actua lly 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 La tin America.

It  is, of course, recognized tha t this is subject to an appropriation, 
bu t the needs are felt considerably to exceed this sum of money, 
and I think  it would be most unfortuna te 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 you told the 
Foreign Affairs Committee you would l ast year. I am not going to 
respond to the “rush act,” not necessarily from your side. You 
would think the world would come to  an end if this were no t reported 
out  in the next few hours.

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

Secretary  D illon. I think you would know, Mr. Chairman.
Mr. Passman. We do n ot 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. Taber. Would the gentleman yield to me for a question?
ANTICIPATED OBLIGATIONS BY JUN E 30, 1961

I have turned  over to a page labeled “D—1.” There it appeal’s 
what you are asking for is not $500 million, bu t $450 million. It  ap 
pears there very clearly tha t $50 million is just  velvet.

Secretary D illon. 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 adminis tration,  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 fiscal year.

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

OBJECTIVE OF SOCIAL DEVELOPMENT PROGRAM

Mr. Rhodes. Mr. Secretary  Dillon, on page 4 of your sta tem ent  
you have these words:

Econom ic deve lop me nt ca n ta ke  pla ce with ou t ad eq ua te  social pro gre ss,  bu t 
susta ine d soc ial pro gress ca nn ot  t ak e pla ce with ou t econom ic develop me nt.

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

Secretary D illon. These funds were no t looked upon as economic 
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 tha t nature .

This program is directed more toward redistr ibution of land, 
simpler things, to make agricultura l production better, bet ter  educa
tion, some work in the health  field, taxation  and things of th at 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, bu t the general sta te 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, bu t you cannot have social progress unless the general 
wealth of the  c ountry  is rising.

Mr. Rhodes. You rea lly redefine economic development then?
Secretary  D illon. Yes.
Mr. Rhodes. You did not mean it in the usual sense of income- 

producing p roperty when you used it  in this statem ent?
Secretary  D illon. That is correct.
Mr. Rhodes. You do not have any income-producing features in 

this program?
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Secretary D illon. This is the social development.
Mr. Rhodes. I just wanted to get this in proper context.
This is not an economic development proposal?
Secretary D illon. It  is social.
Mr. Rhodes. May I suggest we strike out this sentence about 

economic development, “but sustained social progress cannot take 
place without economic development” ?

I think  tha t is irrelevant as fa r as this case is concerned.
Secretary D illon. 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 abou t the programs and how they 
will work and will not work.

This effort we are making here is a product 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 indus try, 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 pre tty well demonstrated this is n ot the case. When 
you get very rapid industrial development in a very backward country, 
the effect usually is to create more insecurity, greate r differences 
between rich and poor, greater sources often of political dissatis
faction. This is very fundamental. It  is important , I feel, and I 
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, bu t 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 num ber of countries.

Mr. Rhodes. I am very much concerned about wha t happens to 
people.

Mr. Bowles. That is wha t this program is all about.
Mr. Rhodes. I understand tha t. It  bothered me somewhat tha t 

we are apparently put ting  emphasis here on community-type water 
supplies, sanitat ion facilities, and so forth, to the exclusion of pro
viding jobs for these people.

1 happen to agree with  what Secretary Dillon said in his sta tement. 
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 tha t we can 
provide jobs for people, and industrialization for nations, but they 
still go Communist.

1 think  th at is probably true. Bu t isn’t it equally true tha t if these 
people are sitting in a nice, new low-income housing project apar tmen t 
without a job and withou t food, they might still be anxious to upset 
the established order—go Communist?
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Mr. Bowles. There lias to be both.  We have to have both.
Mr. Rhodes. What are we going to do on the economic side?
Mr. Bowles. 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. Rhodes. All we are considering here is the social progress side 
of this thing.

Mr. Bowles. That is right.
Mr. Rhodes. And any allusions made to the economy of the area 

are completely irrelevant.
Mr. Passman. Off the record.
(Discussion off the  record.)

E F F E C T  OF PR OGRAM  ON  L A T IN  A M ER IC A N  C O U N T R IE S

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

Secretary Dillon. Absolutely, I would say.
Mr. Rhodes. The study which will be made won’t really be a study 

of tax systems. It  will rea lly be an economic study, will it not?
Secretary Dillon. The study being made has to do not only with 

tax policy, bu t also with tax administration and I think  t ha t through  
the help of our experience and that which the Harvard Law School 
can bring to bear , they  probably can be helpful to  the Lat in American 
countries, many of whom have great  difficulty with tax administra 
tion and laws. Actually, their tax structure is not always correct.

Mr. Rhodes. It  occurs to me the administrators of the Inte r- 
American Development Bank are going to be in the position of writing 
a bluepr int for the renovation and rehabi litation of all of Latin 
America, not  only economically bu t socially. Would you agree to 
tha t?

Secretary  D illon. I think tha t the program is tha t a broad-scale 
development program for each country , which is tha t about which 
you have talked, would be evolved in each count ry primarily  working 
with the OAS and ECLA. That is w hat $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 i tself will have to develop its own program maybe by 
getting  outside experts to help them which they can get from ECLA 
and OAS.

Mr. Rhodes. That is all, Mr. Chairman.
Mr. Passman. Governor Montoya?
Mr. Montoya. Secretary Dillon, don’t you think that  since the 

program is premised on the idea of institutional innovations in Latin 
America, tha t, if and when any new tax structure is promoted in the 
countries as a resul t of this incentive, the demagoges will blame the 
United State s for the additional tax burden on the people and, in the 
end, it might hurt our country more than  the help we will derive 
momentarily?
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Secretary D illon. 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  American economists and experts, say, in the field of taxation  so it will be the Inter-American Bank that  will be looked to.Mr. Montoya. On the other hand, Mr. Secretary, if you will permit me to in terru pt you right there, the image has already been created by President Kennedy’s s tatemen t tha t this is what he wants, although he did not spell it out in detail.
Secretary  Dillon. Th at is correct. Wha t I was going to say to finish is tha t this changing of tax systems does not necessarily involve a greate r burden on the masses of these countries.In fact, it probably involves a bet ter situat ion for them through greater collections of taxes and a more equitable distribution within those countries. What will be the case will be tha t the small proportion 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.S . BUD GET

Mr. Montoya. I do not think  there is any problem or disagreement with tha t philosophy, bu t the $500 million which you are asking tha t we appropriate here will do what to the budget this year?Secretary Dillon. To the U.S. budget?Mr. Montoya. Yes.
Secretary  Dillon. 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 tha t will be utilized by the Bank of somewhere upward of $50 million—between $50 and $100 million.Mr. Montoya. Is it  my understanding, then, that only $50 million will be disbursed out of this appropria tion during this fiscal year?Secretary  D illon. During fiscal year 1962-----Mr. Montoya. No; this fiscal year.
Secretary D illon. Fiscal year 1961?
Mr. Montoya. Yes.
Secretary D illon. I think  i t will be possibly even less th an that.Mr. Montoya. How much would you say?Secretary  D illon. 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 the ir $100 million. I doubt  if they  will be able to disburse tha t.Mr. Montoya. Why is the $106 million being requested in this package since it is going to be disbursed by ICA? 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 the y might desire in fields of public health and education?Secretary Dillon. I think the only reason was, Mr. Montoya, tha t 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 L atin  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 part s of the 
world. This program is a whole and we feel it would be fa r be tter  to 
treat it as a whole rather than  to fragment it and pu t $394 million in 
one request and $100 million in another request.

Actually, the whole $500 million is being requested by the  President 
to utilize for this purpose, and we are informing Congress th at it is the 
Pres iden t’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 MILL ION TO ICA

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

Secretary D illon. No; I do no t think  t ha t is possible at  this time. 
I do not think  those funds exist.

Mr. F ord. Would the gentleman yield?
Secretary  D illon. Yes.
Mr. F ord. This $106 million would be of no-year funds, I gather, 

which are quite different from the funds that are in the economic 
assistance and point 4 programs on a worldwide basis?

Secretary  D illon. That is right.
Mr. Ford. How would you commingle these funds? If you get the 

money and it is p ut into a join t fund, how do you commingle and how 
do you handle the situation?

Secretary Dillon. This is a ma tter  for the ICA to handle. All I  
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  D illon. $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 n ot need all of the money for the 
Bank, and you had to reques t it under an ICA item to make up the 
tota l of $500 million. It  will go to ICA, will i t not?

Mr. Bowles. Yes, sir.
Mr. Gordon. Yes, sir.
The program from the very star t, as Secretary Dillon’s testimony 

before the authorizing 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 p art  would be administered 
by the ICA bi laterally.

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

Mr. Gordon. It  is equally urgent on bo th 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, tha t 
this is an emergency?

Mr. Gordon. The ICA, sir, would have to speak to tha t. As I 
unders tand, 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. Gordon. I do no t know what the situat ion is with respect to ICA funds in general.
Mr. Passman. If we can find the funds under the present ICA unexpended and unobligated appropr iation, then would ICA have need for it?
Mr. Gordon. I do not understand tha t the ICA has any funds which could be available for puttin g into this sort of program.
Mr. Passman". That could be your understanding, bu t mine is different.
Mr. Bowles. 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 situat ion 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. It  is still going to  be under ICA for loans, grants , or anything  they want  to use it  for. Is that a st atement of fact?
Mr. Bowles. There is a difference here, tha t the ICA is going to grants  largely for those projects which are not self-liquidating. The others are self-liquidating. It  isn’t a m atte r of looking for places for the funds. There are places for those. We could use a billion dollars 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. I 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  ou t in the presentat ion book.
Mr. Taber. But  they haven’t told us yet what  they propose to use it  for in either the grants or th e loans.
Mr. Passman. Tha t we will develop later, I hope.
Mr. Bowles. That is right.

AVA ILAB ILITY OF LOCAL CURRENCY FOR PROGRAM

Mr. Montoya. I would like to ask Mr. Gordon this question: In view of the fact tha t 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 appropriate 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. Gordon. We looked into the local currency situa tion, Congressman, and there are no significant amounts of uncommitted local currencies. The only source of local currencies here, or the only substantial source is t itle I 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—tha t is, our  own expenditures 
of one type or anoth er—$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. Montoya. Bu t you also have in those agreements, do you not, 
that  the  agreements may be altered by  mutual consent?

Mr. Gordon. 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 tha t we made under Public Law 480 
are actually  not  sales because they a re going to remain in that  coun try 
and we cannot  use them for any purpose.

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

Mr. Montoya. A very small p art,  is tha t correct?
Mr. Gordon. 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. Gordon. The counterpart funds or the local currency pro
ceeds——•

Mr. Montoya. I do not have the table of available coun terpart 
funds but i t 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. Gordon. 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. Conte. Will the gentleman yield?
Mr. Montoya. Yes.
Mr. Conte. Don’t we have some local currency generated through 

the Development Loan Fund?
Mr. Gordon. The repaym ent 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 anyth ing in the near future .

Mr. Conte. We have nothing in the kit ty  right  now from DLF  
repayments?

Mr. Gordon. I do not know precisely, but it would certain ly 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 a t 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 D illon. You cannot transfer it  ou t of the loan fund. It  

could be used for similar purposes out of the  loan fund.
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Mr. Montoya. Mr. Gordon, will you furnish us a country-by- count ry li sting of counterpart funds that fall into the category under which the President may, at his discretion, lay out those funds to the count ry for public health  or educational purposes?
Mr. Gordon. Yes, sir.
Mr. Montoya. Tha t will complete the record in that  respect.(The information follows:)

A v a il a b il it y  o f  F o r e ig n  C u r r e n c ie s  in  L a tin  A m eric a

The only significant source of foreign currency in Latin America is from the Agricultural Trade Development and Assistance Act of 1954 (Public Law 4S0). This act authorizes the President to negotiate and carry out agreements with friendly nations to provide for the sales of surplus agricultural commodities for foreign currencies. These sales transactions are often largely concessional. In these transact ions the purchasing country seeks to minimize the real cost of the sales to  itself in terms of export of it s resources. This practice comes about in par t 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 par t, because U.S. foreign policy usually has the  objective of aiding the economic development of the  country involved. As a result, a substantia l portion of the currencies acquired by the United States from the sale of surplus commodities 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.S. use and are purchased by Federal agencies from the Treasury D epar tment 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 Janua ry 31,1961, from deposits made. The following table reflects unobligated deposits programed for country use, as of January  31, 1961:
Unobligated deposits, Pub lic Law  480, tiile I,  coun try use 

[In millions of U.S. dollar equivalents]Countrv
Brazil___________________________________________________Chile___________________________________________________Ecuador___________________________________ _____ _______Per u____________________________________________________

Amount 
. $5.2 
. . 3 
. . 2 
. 1.0

Total___________________________________________________ 6. 7
With respect 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 education purposes after  June 30, 1960, except as specified from time to time in appropriation acts. Therefore, the President, at his discretion, is unable to use any of the funds for health and education purposes even if they were unobligated and the countries involved would agree to their  reprograming.In order to carry out the Inter-American program for social prosress, addit ional external resources are required by the Latin American countries. Local currency does not provide labor, capital equipment, and materials which the  country  did not have before. Additional economic resources from outside a country’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 subst itute for dollara in this program or any other program of a similar nature.

ANTI CI PA TE D DU RA TION  OF  NEW  PROG RAM

Another question I want  to ask y ou : 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 thin k-
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ing on the part of the administration that this is only a sta rt of a 
new approach for expenditure  of public funds in other  countries.

Mr. Gordon. Yes, sir.
At the authorization hearings last year, it was made clear by 

Secretary Dillon tha t this, if successful, might well be followed by 
further requests for funds for similar uses.

Secretary D illon. In Latin  America.
Mr. Gordon. In Latin  America. This also was made clear at the 

Bogota Conference, itself.
Mr. Montoya. When will you be able to determine the evidence 

of the type of success that would justi fy its continuance?
Mr. Gordon. If the program works successfully, I would expect 

tha t sometime during the course of fiscal 1963 tha t the admin istra
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. Montoya. In 1963, then, you anticipate coming back next 
year for another package.

Mr. Bowles. Two years from now, 1963.
Mr. Gordon. Two years from now, tha t is right.
Mr. Taber. 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. Bowles. That is right.
Mr. Gordon. I mean t we would be coming back in the course of 

fiscal 1963.
Secretary D illon. Asking for funds for the coming year after  that .
Mr. Montoya. Do I understand you to say tha t this $500 million 

is only the start  and t ha t there is another $500 million request  coming?
Mr. Gordon. I cannot speak as to the size of the further request. 

If the program is successful, I would certainly expect t ha t there would 
be a further reques t; yes, sir.

Mr. Bowles. It  depends a lot on what  is happening  in Latin  
America.

Mr. Montoya. That is all.
Mr. Passman. If it is similar to the original 4-year Marshall plan, 

it will be continuous.
Mr. Conte?
Mr. Conte. I do not have any questions.
Mr. Rhodes. Will you yield?
Mr. Conte. Yes.

LO W- RE NT  HOUSING  PROGRAM

Mr. Rhodes. One of the objects is for housing for low-income 
groups through assistance to self-help housing and to inst itutions  
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 
Federa l Government in debt service and also in d ebt repaym ent.

Under the  indenture to the trus t, is it possible for the In ter-American 
Development Bank to enter into any type of agreement which would 
obligate this Government or even the Special Tru st Fund for a long 
period of time for such a subsidy?
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Mr. Gordon. 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. I have some documentation on this  which I  think you will find of great interest. It  provided suitable  housing at exceedingly low cost, because labor and even part of the materia ls a re made b y the expected owners themselves.
Mr. R hodes. Is there anything under this agreement which would allow that type of subsidy to be under taken by the Special Trus t Fund or the United States?
Mr. Gordon. The Trust Fund would not itself be engaged in subsidy operation. A foreign government, a La tin American government might, of course, be doing tha t.
Mr. R hodes. This is their business. I wanted to make sure the Tru st Fund  would not be.
Mr. Gordon. It  would not.
Mr. Conte. Mr. Chairman, Mr. Gary’s questioning was in line with what  I  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 assistance on flexible terms and conditions.
Is this a new type of technical assistance than  we have been providing in La tin America?
Secretary Dillon. I think it is new only in the sense tha t i t may be directed. There may be greater emphasis on certain things tha t will be done.
In other  words, when you are moving toward a land program, what they  mean here is t ha t this Fund can provide the technical assistance that goes with tha t 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 particu lar land program, we can use the funds tha t are in this program for t ha t purpose.

COO PERATIV E LAB OR UN IO N PROGRAM

Mr. Conte. We are not going to run into a conflict of programs, are we, as we have in the past?
Secretary D illon. No. It  won’t be two separate programs for the same people.
Mr. Conte. I notice in section 4.04 tha t some of the loans shall be for cooperatives and organizations affiliated with or sponsored by labor unions. Would you elaborate on that?
Secretary Dillon. 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. C onte . In  the Special  Tru st  Fu nd  se t up under the $394 
mill ion will we have a 40-pe rce nt vot e as we do in the othe r fun d?

Se cretary  D ill on . Yes.
M r. C on te . N o fu rthe r questio ns.
Mr. P assman. T o ge t the 40- per cen t vo te all you have  to do is 

sa tis fy  one ind ividual.  He  cas ts the  en tir e 40 pe rce nt?
Se cretary D ill on . Th e represen ta tiv e of the Un ite d State s.
Mr. P assman. Th ey  are  going to have  an excellent represen ta tiv e. 
Se cre tar y D ill on . We h ave a good rep resentat ive,  an  ex cell ent  one . 
Mr. P assman. Mr. Secre tary, I looked  d ire ctl y a t you  when I ma de 

th a t sta temen t.
Se cretary  D ill on . Not  me. I am the  G overn or,  n ot  t he  E xecu tiv e 

Di rec tor.
Mr. P assman. Tha nk  you very mu ch,  Mr. Secre tar y, and eac h one 

of you . We sha ll resum e hearings tom orr ow  mo rni ng  at  10 o’clock .

T uesday , M arch 21, 1961.

Mr. P assman. The comm itte e will come to order.
I should  like  to say to the new witnesses who ap pe ar  befo re thi s 

comm itte e th at we ce rta in ly  wa nt  to ex ten d to you every  court esy . 
We recognize th at  you are ma kin g the sam e type  of ef fort  t ha t we a re 
ma kin g to serv e ou r Go ve rnme nt ; and if the quest ion s sho uld  ap pe ar  
to be a bi t he ated  at  tim es it  means  sim ply  th a t we are endeavoring  
to ge t inf orm ation  which  the comm itte e needs, and I tr ust  th a t you  
sha ll never feel an y par t of it  is personal.

Th is is one co ur t in which the re is only one gro up of witnesses,  all 
from the s ame side, an d unless we do so me developing of fac ts fro m th is 
side of the tab le the heari ng  would become a one-sided affair .

A L LO C A TIO N  TO  IN T E R -A M E R IC A N  D E V E L O PM E N T  B A N K

Is  i t accurate for me  to stat e th at  sub sequ en t to the  B ogota  meet ing  
the Congres s au tho riz ed  a ceiling of $500 mill ion on the  ite m to ca rry  
ou t ou r comm itm ents.  Bu t, at  a la te r da te,  when all of the mater ia l 
ha d been  receive d, it  was dec ided  by  the admi nistr at ion th at $394 
mil lion  would me et ou r comm itm ents for thi s pa rti cu la r item?

Mr. G ordon. No, si r. I ’m a fra id not.
Mr. P assman. I am  spe aking now of thi s pa rti cu la r agency.
Mr. Gordon. Sir, the Bo gota comm itm ent covered  proje cts  or 

proposals  for social  deve lop me nt in a nu mb er of fields, in fou r broad 
fields, one of which is ag ric ult ural  d evelo pm ent , improvem ent of ru ra l 
liv ing  sta nd ards , one is education , one is he al th  and one is housing. 
Those  are  the fou r are as  for  wor k which are  specif ied in the Ac t of 
Bogota.

In  develop ing  the pro gra m—and th is is in accordance with  wha t 
was  stat ed  to the au tho riz ing  comm itte es la st  ye ar—we have  su b
div ided these fun ctions between two  ad min ist ra tiv e agencies , one of 
whi ch is mos t able to  dea l wi th ce rta in  of the se fields and the ot he r 
of which is bes t able  to dea l wi th oth ers .

Broadly  spe aking,  as the  st at em en t of Mr. Bal l, which I hope to 
rea d in due  course, will ind ica te,  the Ba nk  is to be resp ons ible  for  the
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agricultura l and rural living projects, housing projects and tha t 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 sta rt so tha t the fact tha t the $394 million is assigned for administra tion to the Bank does not mean in the slightest tha t th at is the whole of the Botoga 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. Gordon. To deal in this first installment with those responsibilities proposed to be assigned to the Bank, yes, but tha t is only one portion of the total.
Mr. Passman. I understand t ha t; and th at is what confounds me.I am going to prove, by Cabinet rank if I have to, tha t you do not need the $106 million. If you insist on trying to put  the two together, then it will jus t have to be tha t way; however, I happen to th ink 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. Gordon. Yes, sir.
Mr. Passman. I am speaking concerning the Bank.
Mr. Gordon. Yes, sir.
Mr. Gary. Will the gentleman yield?
Mr. Passman. Yes, sir.
Mr. Gary. That is not for the Bank. Tha t is in a tru st fund we are creating for loans tha t 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. Gordon. 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 pa rt of the capital of the Bank?
Mr. Gordon. Tha t is right.
Mr. Passman. I unders tand tha t perfectly. It  is being administered by the Bank.
Mr. Gordon. Tha t is right.
Mr. Passman. The $394 million is a one hundred  percent U.S. grant,  with no matching funds from any other nation.
Mr. Gordon. Yes.
Mr. Passman. But  of the other $106 million, $100 million goes to ICA.
Mr. Gordon. That is right.
Mr. Passman. And for where they already have similar projects going in Latin America.
Mr. Gordon. When we come to the right time, Mr. Chairman, we will try  to demonst rate to you tha t 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 ICA.

Mr. Gordon. We propose to.
Mr. Passman. That is exactly what I am endeavoring to establish. 
Mr. Andrews. May I ask one question, Mr. Chairman?
Mr. Passman. Yes.

IC A A LLO C A TIO N  TO  B E  U SED  FO R  C A PIT A L  GRA NTS

Mr. Andrews. This $106 million could be considered as a supple
menta l for ICA appropriations for 1961, could it not?

Mr. Gordon. 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  
ICA is 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. Andrews. 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  a rea is concerned?

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

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

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

A U T H O R IT Y  OF B A N K  TO  M A K E G R A N TS FO R  T E C H N IC A L  A SSIS T A N C E

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

Mr. Gordon. 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 a utho rity to make grants 
because this has been drawn very carefully. This is also from the 
trust agreement in annex C.

Mr. Taber. What page?
Mr. Gordon. It  is annex C and it is page C-3,  sections 104 and 

105, the administ rator, 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 financial inst itutions.

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 
auth ority  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. Rhodes. Would you yield, Mr. Chairman?
Mr. Passman. Yes.
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Mr. Rhodes. 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. Gordon. 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 ass istance in helping the gov
ernments generally in the s trengthen ing of their financial institu tions.

There is a clear division of function between the two.
Mr. Rhodes. 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 settlem ent, 
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. Gordon. Sir, the expectation is that  on such things as tech
nical assistance, in connection wi th agricu ltural credit institutions  or 
low-cost housing in stitutions tha t 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. Rhodes. 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 state men t you have made?

Mr. Gordon. Not at all. I think we have a clear state men t on 
this in the presentat ion book itself. If you will give me a moment, 
I will try to find the language which deals with it.

Mr. R hodes. Before you do tha t, and you can do that for the 
record late r, if you wish-----

Mr. Gordon. I have it now.
Mr. Rhodes. Go right ahead.
Mr. Gordon. At the bottom  of page 33, we say:
In certa in of the  fields assigned to IDB adm inis trat ion under this  program,  projects  are now being carried  on by the ICA. When, in the  judgment  of the  host cou ntry  and  the Bank,  such projects  should be continued or expanded , it  is essential to  avoid the loss of momentum by prov id ng a transi tion period for an orderly transf er of the act ivi ty.
What is intended there, and perhaps it is not as clearly stated  

as I thought i t was, is tha t those activities will be transferred and new 
activities of th at type will be done only by the Bank. That is, ICA 
will not initiate new projects in those technical assistance fields 
for which the  B ank now is being given responsibility.

Mr. Rhodes. In other  words, we are taking  ICA out of certain 
unilateral  fields and transferr ing those fields into multil ateral  aid 
in the Inter-American Development Bank.

Mr. Gordon. To multilateral.
Mr. Rhodes. If the chairman will yield for one more question.
Mr. Passman. I yield.
Mr. Rhodes. How much of the $394 million do you anticipate 

would be used for technical assistance grants under section 1.05?
Mr. Gordon. I don’t have the figure but  I would expect it to be 

quite small. I would certainly expect the great bulk of those funds 
to be used for loans.

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

Mr. Passman. I want to restate tha t 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 tha t there is no real need for it, you 
would no t press the point, would you?

Mr. Gordon. You mean, sir-----
Mr. Passman. I mean just  exactly what I said, Mr. Gordon. If 

you go to the very top echelon, 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. Gordon. Sir, I am working temporarily for the Secretary of 
State.

If the Secretary of Sta te were to tell me t ha t this is no t needed-----
Mr. Passman. The Secretary of State  is not the only Cabinet 

member. You migh t discuss this ma tter  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.

PU R C H A S E  O F  GO LD  FR OM  U N IT E D  STA T E S BY  A R G E N T IN A

Is Argentina one of the  partic ipating nations  in this program?
Mr. Gordon. Yes, sir.
Mr. Passman. Argentina purchased last year $50 million in gold.
Mr. Gordon. Yes.
Mr. Passman. They  purchased  $50 million in gold. Tha t gold 

now is dormant. It  is not doing Argentina any good. Had they  
left the $50 million in short-te rm dollar assets they could have drawn 
a substantia l rate  of interest , could they not, amounting to about  
$1% million a year?

Mr. Gordon. I suppose this  is so.
Mr. Passman. And it  could only follow that a loss of faith, maybe' 

in the American dollar, at least temporarily , or in our inabi lity to man
age our monetary system, prompted them to convert their  dollars 
into gold and carry it withou t any interest?

Mr. Gordon. I 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 years, although it is true  that  last year they  did buy $50 million, 
all together over th e 5 years they have lost $207 million.

Some modest reconst itution of their  gold reserve and thereby their  
international credit worthiness-----

Mr. Passman. Is your thinking on tha t score in accord with the 
views of those in th e positions of responsibility who raise th e revenue?
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Mr. Gordon. 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  quarte r, $20 million in the 
fourth  quar ter—they  are not drawing any interest.  It is a question 
of transferring from dollars over to  gold.

Mr. Gordon. Tha t is right.
Mr. Passman. Had the Argentine permitted this sum to remain in 

dollars, they would have drawn interest on the dollars.
Mr. Gordon. Tha t is right.
Mr. Passman. They still would have had the opportuni ty to con

vert  it any time they wanted to do so?
Mr. Gordon. Tha t is right.
Mr. Passman. By their processes they are losing some million and 

a half dollars in inte rest.
Mr. Gordon. 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
stan tial 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. Gordon. For the 1 year, that is true.
Mr. Passman. I am speaking of the 1 year.
Mr. Gordon. 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 inte r
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 tha t these nations are bad ly in 
need of dollar credits, would it  not?

Mr. Gordon. 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 t ha t money.

Mr. Gordon. 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 tha t it may be, upon investigation, your views are not in 

'accord with those who are charged with the responsibility of raising 
the revenue.

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

Mr. Passman. Certainly.
Mr. Gordon. Argentine gold holdings back in 1955 were $372 

million, and at the beginning of 1960 they were down to $56 million, 
so these purchases tha t 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 th at size.
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D E C L IN E  IN  U .S . GO LD  H O LD IN G S

Mr. P assman. I t  may  no t be, bu t let  me say th is:  At  the  end  of 
1952 U.S.  gold  holding s am ou nted  to $23,252 mil lion ; by  the end  of 
ca len dar 1960, the se hold ings  had dropped to $17,766 mill ion—to a 
dan gerous  level, according to those in au thor ity , for a n et  reduc tion in 
th at 8-year  period of $5,486 million. Cov erin g the  same  p eriod, at  the  
end of 1952 the  rest of the  free wor ld had gold  hold ings  of $13,028 
million. How eve r, those cou ntr ies  increased  their  gold  hold ings  
throug h the  8 ye ars  to  $19,400 million , for a n incre ase of $6,372 m illion . 
So, a t the  end  of 1960 they  ac tua lly  held alm ost  $2 billion mo re gold 
th an  the  Un ite d State s. If we may  pu rsu e thi s sit ua tio n ju st  a bi t 
fu rth er , in 1952 a then  all -tim e high of fore ign-held sh or t-t erm dol lar  
asse ts, in the am ou nt  of $10,546,100,000, ha d been reache d. Bu t, 
by  the  end of 1960 thi s to ta l ha d jumpe d to the  unpreceden ted  sum  
of $21,430,600,000, or  an increase of $10,884,500,000. Therefore, 
while  othe r free wor ld cou ntr ies  m ore  th an  dou bled their  dolla r asse ts 
th ey  also increased  by  50 pe rce nt  their  gold hold ings . I th ink you 
will ad mit th a t wi th such a tre nd  as th at it  is tim e to tak e a long  and 
ha rd  look  at  every  do lla r we approp ria te.

Mr . Gordon. Mr . Ch air ma n, I ce rta inly  agree wi th th at  an d I am 
certa inl y ju st  as un ha pp y as you are  ab ou t wha t has happened to the  
bal ance of pa ym en ts of the  Un ite d St ates  in rec en t yea rs. Le t me 
say , however , th at Lat in  America has  had vi rtu al ly  no thing  to do 
wi th this.

D E C L IN E  IN  GO LD  H O LD IN G S OF L A T IN  A M ER IC A N  C O U N T R IE S

Th e Lat in  Am erican  gold  holding s at  the beg inn ing  of 1952 were 
$1,955 mil lion ; on Se pte mb er 30 las t, which is the la st  figure I have 
here , they  were  $1,370 million, which is to say a loss of alm ost  $600 
mil lion ; sim ilarly  wi th  res pect to the hold ings  of dollar  assets—I 
ha ve n’t g ot the  figures imme dia tely h andy , bu t there  was  no s ignific ant  
accumu lat ion  of sh or t-t erm dollar  holding s by  the  Lat in  American 
countr ies .

Mr. P assman. I th in k th a t in 1960 they  pu rch ase d $105 mill ion in 
gold . I can  only say this , Mr . Gordo n: We jo in tly  are  the  spe nde rs. 
An othe r de pa rtmen t is cha rged wi th responsi bil ity  for rai sin g the  
revenu e. Th ey  are  ala rm ed  ove r it. You  may  wish  to discuss it 
wi th them.

Mr. Gordon. Yes.
Th is pro gram,  of course, has been tho rou gh ly discussed with the  

Treasury.
Mr. P assman. I am  no t talkin g ab ou t the pro gra m.  I am  speak

ing  of  the  fact  th at  some  of the pro posed  rec ipients of mo ney  th a t we 
are now conside ring  have  bo ug ht  in  excess of their need s of gold. 
Th ey  have convert ed  dol lars  th at  sho uld  ha ve  rem ain ed in dol lars  
int o gold. Had  thi s no t been done, they  cou ld have ea rne d mo ney  
an d lessened  the  bu rden  on the Un ite d St ates  to ma ke  these gran ts 
to them.

Mr. Andrews . M ay  I ask  a  quest ion  abou t the  tab le on page  E-6 , 
M r. Ch airma n?

Mr . P assman. Ce rta inly.
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GO LD  AND F O R E IG N  E X C H A N G E  H O LD IN G S OF A R G E N T IN A

Mr. Andrews. It shows there tha t gold in foreign exchange liold- 
imrs at the end of the year for Argentina, 1959, were $349 million.

Mr. Gordon. That is right, sir.
Mr. Andrews. With a note “Centra l Bank only.” Would you tell 

us about any other gold or foreign exchange that  any people outside 
of the Centra l Bank have?

Mr. Gordon. I do not know precisely the significance of th at 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, I do know the situation with 
respect 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 repor ting to the Internatio nal Mone
tary Fund, give the Central Bank only and some give the Centra l and 
the commercial banks and I assume that in the Argentine case it is the 
Central  Bank only.

Mr. Andrews. This note says Central Bank only.
Mr. Gordon. There are undoubtedly estimates of what the remain

ing Argentine holdings are.
I will be glad to get those for you.
(The informat ion follows:)

Gold and foreign  exchange holding of Central Ba nk  of Argen tina
[In millions of dollars]

As of— Gold Foreign
exchange

Tota l

Dec. 31, 1959____ _____- _____________________ ________ 56 293 349Nov . 30,1960 ' _______ _________________________________ 84 563 647

1 Latest avai lable . Da ta from I M F b ulle tin of March 1961; da ta for other banks unav ailable.

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

Mr. Gordon. I doubt very much whether any gold is held outside 
the Central Bank.

Mr. Andrews. I am talking about the figure of $349 million.
Mr. Gordon. Tha t is gold and other foreign exchange.
Mr. Andrews. Tha t foreign exchange in dollars could be converted 

into gold, couldn’t it?
Mr. Gordon. 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. Andrews. I see Brazil for the same period had $457 million.
Mr. Gordon. I am told here, Mr. Congressman, tha t the commer

cial banks  in the case of Argentina hold no gold so tha t 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 Argent ina’s gold and foreign 
exchange holdings, as of your last report?
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Mr. Gordon. 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. Gordon. 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 clerk jus t pointed out tha t you show $349 million.
Mr. Gordon. That was as of the end of 1959. I was trying to get 

them up to date.
Mr. Passman. You have a book there.  What do you show a t the 

end of 1960?
Mr. Gordon. I have only the third quarter of 1960, here. This is 

the In ternational M oneta ry 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. Gordon. That is right.
Argentina, as you know, as a result of this remarkable s tabilization 

effort that  Presiden t Frondizi insti tuted  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 October 1960 they had 
an increase of $280 million in their foreign exchange holdings.

•
GO LD  AND F O R E IG N  E X C H A N G E  H O L D IN G S O F L A T IN  A M ER IC A N  

C O U N T R IE S

Mr. Passman. How about Colombia?
Mr. Gordon. For September 30 of la st year, gold, $75 million.
Mr. Passman. The total?
Mr. Gordon. And foreign exchange, $87 million, so the tota l 

would be $162 million.
Mr. Passman. Mexico?
Mr. Gordon. But in the case of Colombia the foreign exchange 

holdings fell from 141 at the end of 1959, to 87 at the end of September 
1960. Tn the Mexican case 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 tota l as of September 30, was 351.

Mr. Passman. Could you provide for the  record at this point a 
table  listing the gold and foreign exchange holdings for each coun try in 
Latin America a t the end of calendar year 1960 or for fiscal year 1960.

Mr. Gordon. We can certainly  do fiscal year 1960. I don’t know 
whether we have had December 31 figures for all the  countries as yet.

Mr. Passman. Fiscal is all right.
Mr. Gordon. All right.
(The information follows.)
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Gold and  foreign exchange holdings of  La tin  Am eric an countries, monetary authorities and  ether officials, Ju ne  30, 1960 

[In  mi llio ns of TJ.S. dolla rs]

To ta l
holdin gs

Gold Foreign
exchange

La tin  Am eri ca________ _____ _________________ 3,200 1, 425 1,775
Argen tin a_________ ______ _____________________ ______ 559 55 504Bo liv ia..................... . ............ - ....................... . . . . . . . . . . . . 9 1 8Brazil___ ________________________________________ 416 286 130C hil e ._____ _______ _____ _______________________ 141 42 100Colom bia _________________________ ____ _____ _____ _____ 196 73 123Co sta  R ica__________________________________ 11 2 8C uba ____________________ __________ _____ ______ __ 352 19 333Do minic an  Re pu bl ic______ ____________________ _________ 45 10 34Ec ua do r________________________________________ ________ 41 20 21El Sa lva do r............................................................................ ........... 41 30 10Gua temala_____ _______ __________________________  . . 50 24 27Hon du ra s____ _________________________________  . 14 14Me xico__________  ____________________________  . 390 141 249Nicarag ua _____________________________________ 13 12Pan am a_____ _____ ___________________ . _________________ 38 38P eru _____________________ ________ _____________________ 48 28 20U ru guay ..  ____________ ______________________ ____ _____ 228 180 49Venez uela____ __________________________________________ 604 512 93

Source: In te rn at io na l M on eta ry  Fund. Tot al  hold ing s ro un de d to ne ares t mi llio n.

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. Gordon. I would like, Mr. Chairman, to read the statement tha t Mr. Ball would have given you.
Mr. Passman. W ill you be prepared to answer questions on the statement?
Mr. G ordon. 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. Gordon. 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. Taber. Will the gentleman yield?
Mr. Passman. Yes; I yield.
Mr. Taber. Is it possible tha t 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 contribution need not be so large? I would like to have some of you who are passing on tactics mull those things over.
Mr. Gordon. I will pass those observations on. My own responsibility is concerned only with this Latin  American program, but 1 believe tha t this point has been very carefully considered.Mr. Taber. When you are dealing with somebody and you go out and set up a target indicating a very large supply of this  or of th at, you make him feel tha t his contribution does not need to be so big.Mr. Gordon. I think it is the hope of the administ ration tha t it will work the other way. In fact, I think I  can say I know that.
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Mr. Taber. Did you ever know of such a situation as t hat? We 
have been watching these things for qui te a while and tha t has been 
the conclusion th at I have been forced to.

I just wanted to see if there  was any explanation of th at situat ion.
Mr. Gordon. Mr. Ball will be before you after he returns from 

Europe and I think at tha t time it would be best to discuss i t with 
him, if tha t is agreeable.

R E Q U IR E M E N T  FO R  S E L F -H E L P  P R IO R  TO  LO AN A PPRO V A L

Mr. Rhodes. Along these same lines, I wanted to draw your at 
tention to paragraph 2.01, subparagraph (c) thereof, which states 
tha t 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 tha t is what Mr. Taber had in mind.
Mr. Gordon. I thought Mr. Taber  was talking about our negotia

tions with the Europeans.
Mr. Taber. 1 was, primarily.
Mr. Rhodes. Pardon me.
Mr. Taber. I think  the other is very material.
Mr. Rhodes. Have you an answer to that?
Mr. Gordon. Yes, indeed. The answer is that, the appropriate  

share depends on the c ircumstances of the particular country and the 
natu re of the project. In some cases it ought to be 50-50. In other 
cases 75 theirs and 25 ours. In other  cases, when you look at Haiti , 
it might be ours would have  to be the largest shares. In every case 
we would expect a real contribution on the part of the recipient 
countries.

Mr. Rhodes. The word “ap propriate” means what it says and the 
special trust  fund and the officials who administer it will in each case 
determine what proportion might be appropriate in accordance with 
the resources of the country.

Mr. Gordon. That is exactly right.
Shall I proceed, Mr. Chairman?
Mr. Passman. Off the record.
(Discussion held off the record.)

P O S S IB L E  N E E D  FO R F U T U R E  A P P R O P R IA T IO N S

Mr. Passman. Mr. Gordon, before you proceed with your sta te
ment, I should like to ask one question with respect to the  $394 million 
contribu tion to the Inter-American Development Bank, acting as 
trustees  in handling these funds. Is this jus t a one-time proposition 
or is i t recurring?

Mr. Gordon. I was asked this question yesterday, Mr. Chairman. 
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 tha t time might be. 
I said I thought tha t the adminis tration would probably  be coming 
back during the course of fiscal 1963 with respect to fiscal 1964. Th at 
is the  situation.

If the program is unsuccessful 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. Gordon. 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. Gordon. The Marshall plan was successful. It  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 star ted out on a program with a to tal 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 othe r 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 tha t 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 tha t stateme nt has been made time and time again, the Marshall plan itself was closed within time. Every  promise tha t 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 tha t if it did not prove successful the plan would be abandoned.
Mr. Gordon. That is right.
Mr. Passman. You are not saying tha t the Marshall plan was not a success?
Mr. G ordon. On the contrary. The Marshall plan accomplished—
Mr. Passman. That was the only point. I have never known of a plan to be abandoned on the basis tha t the plan was no t a success.Mr. Andrews. On page 1 of the other book, Mr. Gordon, you state tha t—

in cl ud ed  in th is  vo lum e ar e se le cted  p ro po sa ls  to  be  c on side re d fo r fin an cing  un de r th e  in te r-A m er ic an  pr og ra m  fo r socia l prog ress . The se  in div id ual  pr oj ec ts , to ta l ap pr ox im at el y $800 mill ion------
Mr. Gordon. Tha t is right.
Mr. Andrews. Your request before us is for $500 million?Mr. Gordon. That is right.
Mr. Andrews. To carry out this $800 million program?
Mr. Gordon. No, sir. I will be covering tha t point in my sta tement, sir.
Mr. Andrews. 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 sta rt hearings on 
J.F .K .’s $500 million social reform development and other programs in Latin 
American nations that  eventual ly may cost us and them and private interests 
$13 billion.

Is that  amount the estimated cost of this program?
Mr. Gordon. No, sir. There is no estimate of the ultimate cost 

of th is program. I am sure it will be very, very much under $13 
billion.

Mr. Passman. Where does all this information come from th at gets 
into the papers? The Secretary said yesterday there was a “leak” 
from the White House.

Mr. Berle . Perhaps I can answer that . It  is pure accident. 
Someone asked wha t the cost might he. I said, incautiously, “The 
tota l cost of the Marshal l plan was $13 billion approximately, and I 
would expect it would be less than that .”

From there o ut the $13 billion go t fixed in the press and no one has 
been able to take it out.

Mr. Passman. You can unders tand why we would be concerned if 
we are embarking upon a $13 billion program. We should know 
about it.

Mr. Berle. Certainly.
Mr. R hodes. 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 inser ted in t ha t blank?
Mr. Gordon. If Congress makes the appropriation we requested 

the amount to be put in there would be $394 million.
Mr. Rhodes. Thank you.
Mr. Gordon. It  is in blank pending action by the Congress.
Mr. Passman. Mr. Gordon, you may presen t Secretary Ball’s 

statement.

Statement of Hon. George W. Ball as R ead by Mr. Gordon

Mr. Gordon. Mr. Chairman, members of the committee, Secretary 
Bowles has discussed with you the great importance of th is proposal 
to our re lations with Latin America and Secretary  Dillon has outlined 
wha t took place at Bogota 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.

Firs t, we have worked out  with the management of the Inte r- 
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 Bogota Conference. Several of them 
have under taken 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 operat ing agencies.



76

T H E  A LLO C A TIO N  OF FU N C T IO N S AND PLA N S FO R A D M IN IS TR A TIO N  OF  
T H E  FU N D S

Tlie basic criterion for division of operating  responsibility is to assign to the 1DB 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 gran t basis or are otherwise unsuited for IDB administ ration.
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 institutiona l improvements.
In practice this means IDB adminis tration 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 administra tion of this program would include projects 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.

A R R A N G E M E N TS FO R  ID R A D M IN IS TR A TIO N

The terms and conditions under  which funds are to be administered by the IDB will be specified in a trus t agreement. The Bank’s management and Board of Executive Directors have indicated their agreement with the draf t as contained in annex C of the presenta tion book and summarized at pages 32 and 33, subjec t to final consideration by the Board of Governors. It  is anticipated that,  immediate ly after the Congress has acted upon the appropr iation, a definitive agreement will be concluded with the Bank. The principal features of the draf t agreement are as follows:
(а) 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.
(б) The Bank shall give continuous consideration to the insti tutional 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 repaym ent in the increased strength and growth of democratic institut ions in the free societies of our Latin American neighbors. From the s tandpoint of the  borrowing nations, however, the greatest portion of the aid extended to them will be in the form of loans and they must marshal then- resources to service and repay such loans to the I DB. Our funds placed in trus t may then serve a second purpose by being reused by the Bank either
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in the same count ry or elsewhere in the hemisphere for furth er as
sistance to social progress.

A R R A N G E M E N T S FO R  IC A A D M IN IS T R A T IO N

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 demonstra tions. 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 projec ts and adequate self- 
help measures that the nat ions 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 tha t they 
not be obligated under the pressure of a fiscal year deadline. We urge 
you most strongly that  the funds for this program be available on a 
no-vear basis.

IN IT IA L  PR O JE C T  PRO PO SA LS

Since the Conference at Bogota our embassies and operations mis
sions have consulted with the La tin American governments to ident ify 
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.

Firs t examination of these initial repor ts indicates tha t 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 submi tted to you on a classified 
basis. The tota l in the fields proposed for Bank operation amounts 
to $611 million and the tota l in ICA fields amounts  to $187 million. 
You will see th at the proposals are squarely directed to the object ives 
set forth in the Act of Bogota.

Let me stress tha t these are not refined projects negotiated in detail 
with the governments concerned. When the funds are available, it 
will be the immediate responsibil ity of the operating agencies to unde r
take such negotiations. It  is nonetheless plain tha t the total  of 
proposals deserving early consideration far exceeds the full appro
priation requested and the total  of projec ts 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 negotia te case-by-case the details 
of the related  self-help measures, however, i t is impossible to predict  
the individual projects for which the  funds now requested will be used, 
the amounts which will be used in each country, or the r ate  at which 
commitments will be made.
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R E L A T E D  PR OGRAM S O F A SSIS T A N C E  FO R  L A T IN  A M ERIC A

A number of in ternational and national agencies are now providing assistance to Latin America to promote the economic growth of th at region. They include the World Bank, the In ter-American Bank, various United Nations agencies, the Expor t-Import  Bank, the Development Loan Fund, and the ICA. As already indicated by Secretary Dillon, the  new program is in tended  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. It  is also our hope tha t bilatera l 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 present ly a responsibil ity 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 Presiden t.

A D M IN IS T R A T IV E  E X P E N S E S

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.)

SO V IE T  E CO N O M IC  A C T IV IT IE S

To supplement the broad political background outlined by Acting Secretary Bowles, I would like to say one word on Soviet economic activities in Latin  America. The interna tional Communist movement 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 activ ity 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 delegations was to stump for the rejection of all U.S. aid and cooperation and to oppose the  OAS as an “inst rument of American imperialism.”On the economic side, while Latin American t rade with the Soviet bloc (except for Cuba) is still relative ly small, the Soviets have been advancing  superficially attract ive  trade and aid offers to various countries, and such activi ty will doubtless become intensified. Longterm 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 credits before the Government of Ecuador.

The Soviet pat tern  is to probe for strategic opportunit ies to in
crease their  economic role, offering barter trade as the  answer to 
primary commodity market ing problems and economic aid on a 
long-term basis with low interest rates and apparently  easy repa y
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 mainta in the momentum created at 
Bogota and to support the  progressive forces in Latin  America eager 
to move forward in their  economic and social development by demo
cratic means.

If I may sav a word on my own behalf, Mr. Chairman.
Mr. Passman. Yes, sir.

STATEMENT CONCERNING LACK OF DETAILED JUSTIFICATIONS

Mr. Gordon. 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 abili ty to carry through the necessary institutional and legislative changes.

We believe it is fair to say tha t 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 s tate  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 presentat ion, we now know 
that  specific needs exist and detailed projects can be promptly worked 
out in all the fields covered by the Act of Bogota , requiring outside 
resources substan tially exceeding those now requested.

Two factors ma ke.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 cat mot permit  the Bank to commit funds nor would i t 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

67615—61
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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 necessary institutiona l 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 La tin 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 institu tional changes related to specific projects until there is assurance to them th at the funds-for these projects will be forthcoming. These are democratic nations and their Presidents and legislators have problems with their constituents just  as we do. While we hope and believe t ha t it will be possible for them to bring about  important and urgently needed changes of many kinds, we know tha t it will be very difficult to do so unless a t the same time they can have the assurance of outside resources needed to make these social development 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 tha t the United States take the initiat ive in breaking this circle by appropriating the funds now which will be made available to the Bank and the ICA in order tha t 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  I should say plainly tha t we have seen in Cuba one possible way of breaking this vicious circle. There is all too g reat a danger tha t unless social progress is made rapidly  in many Latin  American countries, the Cuban pattern may be repeated.
If I may add a few words off the record on the political side.(Discussion held off the record.)

IM MED IA TE  NEED FO R APP ROPR IA TI ON

Mr. Gordon. There is a cold war going on in this hemisphere. I 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. I 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 Roniulo Betancourt in Venezuela 
is feeling from both sides, areas of continuing violence in Colombia, 
the organization in northeas t 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 situat ion in Cuba. None of us 
want to see more situat ions like that.

This program we put  before you is not  just a se t 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 urgency on this is real. You asked yesterday about  the ur
gency. 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 Bogota.

Whatever the faults of this program, and I would not argue it is 
entirely free from faults, it is directed squarely  at the central sources 
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 Inte r- 
American Development Bank. Secretary Dillon will head our 
delegation.

We believe tha t 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 aspects of this  situation.

Mr. Passman. Mr. Berle, you may proceed in your own way.

Statement of Adolph A. Berle , Chairman, President’s 
Task Force 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 jus t proceed in your own way. If you do not 
have a prepared state men t we will try to follow you very closely.

Mr. Berle. 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 La tin 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 p arty to 
the fragmentation of the  au thori ty of the Secretary of State.

Mr. Passman. Off the record.
(Discussion held off the record.)
Mr. Passman. Will you give us at this poin t, for the record, a brief 

resume of your background?
Mr. Berle. 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 Republic, and Haiti.
Thereafter I was in France, and at the close of the war I was assigned to the Conference To Negotiate Peace With Germany at Versailles. I was there during the Russian and Easte rn European affairs, and there I  came into somewhat violent contac t with the Communist  machine then just getting underway.
For the following 12 years I practiced law in New York, and likewise 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 tha t 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 1 left my job as treasurer of New York Ci ty to become Assistant Secretary of State  and handled Latin  American affairs through the war until about  December of 1944. I was then Ambassador to Brazil for a year and a half and at tha t point I 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 a t leas t 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. Tha t interest  included, may I say, a close friendship with men then in exile who are now running great parts  of South America. This includes Mr. Romulo Betancourt, who had 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 Perdn somewhat later, these men who are the pro-American democratic forces came into their own and, when I 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 tha t 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. I have had only one life.
I have had a long and deep experience which is perhaps sufficiently indicated by the fact I 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 I claim no prizes in grammar.

I have had a good deal of experience, therefore, diplomatic, legal, 
and academic, and not any commercially. I have declined to have 
any commercial intere st in Latin  America because I wish to be free 
to act as a friend. •

I 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 Jose, staying with another friend of 
mine, Don Jose Figueres, who was President of Costa Rica at tha t 
time.

There is more to it but  perhaps tha t is enough.
Mr. Passman. Thank you very much.
Will you comment for us concerning your meeting with the Presi

dent of Brazil?
Mr. Berle . I would, indeed. A g reat deal of false reporting has 

been brought on here to a point which convinces me tha t someone 
in Brazil, perhaps, or here, is anxious to endeavor to create a false 
impression and create difficulties between the two Governments.

The facts were t ha t Mrs. Berle and I, after stopping at the Presi
den t’s house in Venezuela, to renew again our old friendship, and with 
Presiden t Camargo in Colombia, went to Brazil. We were promptly 
received there by the Foreign Office. Their State Departm ent there 
is called the Itama raty, 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 appointmen t with President Janio 
Quadros for 2 o’clock in the afternoon. The Governor of Rio de 
Janeiro  died, and he canceled tha t 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 w hat any 
responsible executive would have done.

He might perhaps have received me in Rio, instead of in Brasilia. 
He did not. He put in th e 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 anyth ing tha t was more cordial, more frank, or 

more direct.
Mv own idea of diplomacy is tha t you tell the tru th,  and he did 

the same. He therefore stated his own feeling, which was tha t 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 tha t President Kennedy had assumed the burdens 
of half the world. He had only the burdens of Brazil and atte ndant  
territories but  tha t 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 again.
Tie did not shake hands with me when he left. He gave 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 say, leaving there I did not issue a statement. 1 said, and the UP carried it, we had a free, frank, and cordial conversation, but in our country when somebody visits the  Pres ident it  is customary to leave the s tatement 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. Neith er did we beat our wives, each other, or anyth ing else. This is one of these things that  you can say with trut h but  the truth is a lmost more devas tating  than if you told a direct lie.
Subsequently this was built up to a wholly inexcusable story in Time Magazine.
There were present at tha t conference the  Presiden t 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 Minist er to be present at that  conference.
If I may go off the record a moment.
Mr. Passman. Off the record.
(Discussion held off the record.)
Mr. Berle. I am glad tha t Professor Gordon referred to the fact tha t there is a cold war going on. I have had this k ind of a job once before in my life. It  was in 1938. At tha t time, the attack on the hemisphere was made by the Nazi-I talian 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 attr act ive  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 p ut it in Communist hands.
A little late r, at  a quiet meeting of Communists in Brazil, they set a targe t da te 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 threa t. I mean by that , I believe our responsibilities, economic 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  th at in the offing we must be as well equipped and as mobile as we can.
In a sense, the  situa tion is very like tha t which prevailed in Europe in 1947 when the Communists first tried to seize Greece and President Truman intervened. Therea fter 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 s ituation  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 n ot mean by tha t 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 n ot 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 
prior ity to European and Asian problems. I am not quarreling with 
tha t. They were pressing. During tha t 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 anoth er Texas.

Wha t is the actual situation?
Politically, we have Cuba which is already a prisoner of the  Com

munis t 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—tha t is only one element, but 
especially when they have no hope—tha t 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 natu ral resources. It  has a substan tial, 
though insufficient, supply of trained  men and it has obviously the 
population 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 State s-Latin American cooperation has 
produced one of the most brilliant increases in economic and social 
strength in the world.

I say parenthetical ly tha t 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 you have i n --------
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 g reatest  single need and the greate st 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 s tudent 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 par ts 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 jus t learning how to make loans for education, bu t 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 jus t learning how to make loans for education. Are you speaking about the United States?
Mr. Bekle. I am speaking of the United States.
Mr. Passman. Have we learned tha t already, or is it something tha t is being discussed?
Mr. B erle. 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 tha t I follow you.
Mr. Berle. My own feeling is tha t 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, tha t the college of Columbia University  has brought into action, but  the elementary thing of teaching a little reading, writing, and arithmetic and going out. 1 know a great deal of tha t can be done. Tha t is where one would like to begin.
However, you need the question of handling the immediate situa tions which make for political instabi lity. At this point, land and a varie ty 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 tha t could be used.
Mr. Passman. 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 tha t 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 litt le 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 situat ion, the political situation  in my judgment will stabilize a 
good deal.

The men who are dealing with these countries—I mean the presi
dents  and the executives who have been in charge—understand tha t 
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 agrar ian 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, ra ther than spread over a good many 
centuries.

IN C R E A S E  IN  CO TT ON  PR O D U C TIO N  IN  LATI N A M ERIC A

Mr. Andrews. May T ask a question?
Hasn’t there been a big increase in cotton production in Mexico 

and other South American countries in the last 10 or 15 years?
Mr. Berle. Both in Mexico, to some extent in Centra l America 

and to some extent in Brazil.
Mr. Andrews. Is tha t cotton used domestically, or sold on the 

world market?
Mr. Berle. Peru likewise. The bulk has been used domestically. 

There has been some export , yes.
Mr. Andrews. You say there is a g reat food shortage down there?
Mr. Berle. That is right.
Mr. Andrews. Why don’t they grow food crops rather than cotton?
Mr. Berle. One of the reasons is precisely the difficulties we have 

had with the land program. For a planta tion owner, it is always 
more advantageous to cultiva te 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 cultiva ting season, other
wise he docs 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 is true of cotton. 
It  is t rue of sugar. Conceivably it  might be true of some other crops, 
including coffee, of which now there is a world surplus.

Mr. Gary. May I ask you a question?
You stated these people were just start ing now some of the ir agri

cultural  reforms. Are they being assisted in tha t program by U.S. 
technicians?

Mr. Berle. 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 i t or not, from private organizations.
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Mr. Rockefeller has financed a set of research institu tes for. seed corn and tha t 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 relatively  small amount of money in a relatively  few years.
It  is my recollection they spent about $6 million on tha t program, and it took about 6 years. It  depended on the services of a number of very devoted men.
Mr. Taber. Why did they  not go a little farther and do what they ought to have done to control hoof-and-mouth disease?Mr. Berle. I do not think  you can expect private foundations to do more than a fragment of this task. I do think you 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 you. I visited Colombia some time ago when he was down there as the ICA representat ive, and I remember that  he was doing an excellent job. We went over some of his programs. I found in several of those ICA missions in Latin America tha t 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. J ohnston. Thank you.
Mr. Berle. Tha t is my personal estimate, and the Dep artm ent’s estimate as well. In fact, if we could mul tiply 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. Tha t 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 respectfully, however, tha t you two must  not have talked with some of the people at the very top level. I can assure you tha t 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 appropriate , and then I shall do so.
You may proceed.
Mr. Berle. Perhaps nowr you would rath er ask questions. I have talked enough.
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BACK G RO U N D  OF L IN C O LN  GORD ON

Mr.- P assman. Would  you , Mr . Gordon, prese nt a t this po int , for 
the reco rd, a brie f resum e of vour bac kgrou nd?

Mr. Gordon . I am professor of in ternat iona l economic  rel ati ons 
at  the  Har va rd  Bus iness School.  1 am a cons ul tant  to the  D ep ar t
men t of St ate and a co ns ul tant  memb er of the  Lat in  Am erican Ta sk  
Force  appoin ted  b y the  P res ide nt,  of which Mr . Ber le is the Ch airma n.

1 have ha d a career , I supp ose,  ab ou t equ ally div ided between 
public  serv ice and academ ic life. Th e academ ic work has  been en
tir ely  in  these fields of i nterna tio na l economics, in ternat iona l business, 
an d the  Go vernme nt and business  relations. Up un til  2 y ears ago or 
so, my  in ternat iona l experien ce was co ncen tra ted  on Eu rope . I was 
no t involved in the Marshall  plan un til  Ju ly  1947, ab ou t a mon th 
af te r Se cre tar y M ar sh al l’s st at em en t in Ju ne  of  t hat ye ar  which began 
the program.

1 worked wi th the  Dep ar tm en t of Sta te  in develop ing the pro gra m.  
I then  worked  wi th  Mr. Pa ul Hof fma n and the EC A in Wa shington , 
la te r in Paris , and aga in bac k in Wash ing ton  on Mars ha ll pla n and on 
Nor th  Atla nt ic  Tre at y affairs .

From  1952  to 1955, I was  Mini ste r of Econo mic  Affairs, and hea d 
of the  aid miss ion in the Un ite d Kingdom in Lon don .

In  195 5, 1 we nt back  to Har va rd  tea ch ing  in thi s field, an d my  
at tent io n was  imme dia tel y dra wn  to La tin  Am eric an problems be 
cause you  cann ot  tea ch  ab ou t Am erican  in tern at iona l bus iness 
with ou t havin g yo ur  at tent io n focused ve ry  squarely on Lat in  
America, whi ch is of course one of the major  are as of the  world  wi th 
whi ch we do fore ign busines s.

Mr. B er le . I t  has been equ al to ou r tra de  in Eu rope .
Mr. G ordon . In  1957, I organized  a t H ar va rd  a conferen ce on 

Am eric an inve stm en t in rel ati on  to Lat in  Am eric an economic  de
ve lop me nt on which we ha d pan els  of ve ry  dis tinguished Lat in  
Am eric an lea ders from five co un tri es—Arg entina, Brazil,  Mexico, 
Colombia,  and Venezue la.

In  1959, I em barked on a major  r ese arc h proje ct which I sti ll hope 
to  com plete, havin g to do wi th the rel ati ons between Go vernme nt and 
bus ines s in the economic dev elopm ent  of Brazil.

In  1959, I also was a m em ber of the Fo rd  F ou nd at io n’s first explo ra
to ry  miss ion in So uth Am eric a to  see wh at  kin d of useful wo rk th at 
founda tio n migh t un de rta ke . Un til  1959,  the  Fo rd  Fo un da tio n had  
don e no thing  on La tin  America. We vis ited  Brazil,  all the major  
reg ions of Brazi l, Ar gentina , and Chile  du rin g the  cou rse of m y missio n. 
I was back aga in in So uth America las t summ er for 2}£ m on ths . I 
me ntioned befo re in my statem en t th a t I had seen some  of the pr ob 
lems no rth ea st  of Brazil at  fir sth and and I can  assu re you  they  are 
ve ry difficult problems, bu t I believe no t uns olvable.

Mr. P assman . Tha nk  y ou very much.
Mr. Gary . Off the reco rd.
(Off the record .)
Mr. P assman. Tha nk  you, Mr. Gordon.
I hav e never he sit ated  to ind ica te for  the record  th at I am no t an 

economist, tho ug h I wou ld ve ry mu ch like to be one. I am a sma ll 
bus ines sma n.
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Mr. Gordon. I have been of the impression you have become a very good amateur economist, if no t a professional.
Mr. Passman. I would not rate any other classification than tha t of an amateur. Therefore, before I use any  statistics , 1 always have them verified. I am delighted tha t we do have an economist with us today, because I believe we can get some answers a t this time to some puzzling questions.

U .S . BA L A N C E -O F-P A Y M EN TS PO SI TI ON

I am sure tha t 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 tha t we should give some thought to operating  with a minimum amount, rather than  a maximum.
I think tha t if you should confiscate all the wealth in America, you still would not have sufficient funds to do all the things labeled “ desirable.” So, it seems to me, it is a ma tter  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 bv the constant drain of our gold than the President has indicated. There is some indication tha t the present letup in the gold outflow is possibly, in par t, because of the successful pleading on the part of our President and Secretary of State prevailing upon some of the other countries to ease 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 pleading in many places, to le t up un til we can get our house in bette r order.I t follows, nevertheless, tha t our gold holdings have been reduced from $23 billion plus down to $J7 billion plus dur ing the past 8 years. It  would have been worse than  that  if it  had not been for the return of the purchase of $300 million from the Internat iona l 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 ano ther matt er, which to me is very significant: During  the first 164 years of our Nation, tha t 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 tota l of $570,786 million. Since then, in a brief 8-year period, we collected $624,848 million. We have collected in the past 8 years $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, tha t is the record. That  is one reason why I wonder whether we have not permi tted 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 jus t give us the money, and leave it to us to work i t out so tha t the funds will not be wasted.
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I would like for you to look the statis tics over, especially gold and 
dollars, and see if they are in accordance with your record. If my 
figures are accurate,  I think tha t you, as an economist, will admit 
that the time has come to check every dollar very carefully and 
operate  on tha t basis, before we finally destroy the economy of our 
country.

Do you recognize justification for my concern?
Mr. Gordon. Yes. I am also concerned about the balance-of- 

pavments position.
Mr. Passman. I am not talking necessarily abou t the balance. I 

am talking about the gold drain and about  the balance dollarwise as 
well as tradewise. We are apparently about ready to enter again an 
unfavorable  condition for exports versus imports. I, myself, do not 
have the answer.

Mr. Andrews. Will you let Mr. Gordon comment on the effect 
this program will have on our gold s ituation?

Mr. Gordon. I will be happy  to comment on that .
Mr. Andrews. Assuming the whole $500 million is appropriated.
Mr. Gordon. We have tried to make an estimate of what propor

tion of this $500 million would be spent on goods purheased outside 
the  Latin  American countries themselves, the recipient countries, 
and our best estimate is that from 60 to 65 percent of the tota l would 
be spent on imports of goods, or services. Services include payment 
for technicians. Those funds, in accordance with the  general policy 
at the present time, will be spent in the United States, and therefore, 
to tha t extent, they  will not result in any dollar loss.

Mr. Andrews. Tha t is about  $300 million of the $500 million?
Mr. Gordon. That is right—or somewhat more.
The trust agreement with respect to the Bank’s portion of this 

does have an explicit provision with respect 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.S. do llar  fu nd s m ad e av ai la bl e un de r th e  ag re em en t sh al l be  us ed  fo r 

pu rc has e of goods or  se rv ices  from  th e  U ni te d Sta te s,  or  fo r ac qu is it io n ot goods 
or  se rv ices  ot loca l or ig in  in  th e  co untr y  whe re th e  as si st an ce  is rece ived .

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. Tha t means, of course, in neighboring 
Latin American countries, but  no external purchases are to be made 
in Europe, or Japan, or other areas outside the hemisphere.

Mr. Taber. 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, total s 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  i t. I do no t see how we can do th is in a helter-skelter 
way. I do not propose to be a party  to it.
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Mr. Gordon. 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.

ST A T E M E N T S MA DE  D U R IN G  C O N SID E R A T IO N  O F A U T H O R IZ A TIO N  B IL L

Mr. Passman. I am not discussing the merits or the demerits of 
the project. I am no t discussing whether i t 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 sta tements , 
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 rubbers tamp and approve this thing because some
one wants it,  w ithout 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 requ es t su bm itt ed  to  the  n ex t Con gress will b e b ased  on a caref ull y worked  
ou t program  and will onl y be for  suc h am ou nts as may be ful ly jus tif ied .

Again :
Bo th th e au thor izi ng  commi tte e an d th e Ap pro priat ion s Co mm ittee  will hav e 

a look a t th e pro gra m ne xt year,  an d as I j us t said , eve ry projec t mu st be jus tifi ed.
Fur ther :
These  pro gra ms  of social deve lop me nt have  no t ye t been worke d ou t. Before 

th e Un ite d States  ap prop ria tes fund s to assis t in the se pro gra ms , ou r represen ta
tiv es  have to ld  the La tin  Am eric an gove rnme nts  it  will be nec essary  to hav e 
specific program s worked  ou t an d jus tif ied  in de tai l, an d eve n more im po rta nt , 
th a t the se program s will have to be accomp anied  by  bas ic leg isla tive and insti 
tu tio na l refo rms in such  mat te rs  as  t ax  s truc tu re , lan d ten ure,  a nd  legal pro ced ure  
in orde r th a t new fac iliti es prov ide d un de r the se pro gra ms  ma y produce  th e 
ben efit s which are int en ded.

Still quoting Chairman Morgan:
I have  a lre ady said th at each an d every  p ro ject  will have  to be jus tified.
And more:
I can  as sure th e gent lem an  th a t ne xt  yea r, if th e De mo crats  a re  in  th e ma jor ity , 

and I h ead  th e Co mm itte e on Foreig n Affair s, a  de tai led  pro gram  for  L at in  Am erica  
will ha ve  t o be jus tifi ed.

Again quoting:
I can ass ure  th e gent lem an  th a t th e $500 mil lion will no t be spen t for  several  

years .
Quoting now from page 17362 of the Congressional Record:
Th ere are no big pr ojec ts in t hi s au thor izat ion.  We might  no t use any where  

near  th e $500 mill ion we are as kin g here. Th is is a st at em en t of congres sional 
in te nt .

Now you give us the answers to get around the specific, to the point, 
commitments to the membership tha t these things would be accom
plished.
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I am afraid i t is going to be most difficult to rush this th ing 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.

A FT E R N O O N  SE SSIO N

Mr. P assman. The commit tee will come to order.

PR O M IS E  OF JU S T IF IC A T IO N  OF PR O JE C T S  IN  D E T A IL

Mr. Gordon, during the lunch hour I talked with two members of 
the Foreign Affairs Committee  who gave me information to this effect:

T ha t la st  year  it was th e wish  of th e ad m in ist ra tio n to  equ ip Mr. Dil lon  wi th 
th e prop er  au thor izat ion so th a t whe n he went to  Bo gota for th e conferenc e he 
would  have  s om eth ing  to  su pp or t our views. The sam e members  of th e Foreig n 
Affai rs Co mm ittee  wou ld testi fy , and st at ed  fo rth rig ht ly  th a t there was a com
plete  me eting of th e min ds an d agreem en t th at  before  th e Secre tar y would re 
qu es t an ap pr op ria tio n to  ca rry  ou t th e au thor izat ion th a t th e ad min ist ra tio n,  
wh eth er  it be a co nt inu ati on  of th e sam e pa rty or  whe the r of an ot he r par ty , 
would  j us tif y in de tai l eve ry pr ojec t.

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 a t a subsequent date  to the House, 
that you would just ify this program in detail?

Mr. Gordon. 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 no t find in the record of the testimony before 
the Foreign Affairs Committee as published assurances quite of t ha t 
character.

Mr. Passman. State  specifically, and to the point, what you do 
understand about it.

Mr. Gordon. My unders tanding was tha t on the basis of the au
thorization given, which was given, tha t they would discuss with the 
Latin American representat ives at Bogota the sort of program which 
has in fact developed; tha t following tha t they would then develop 
both effective machinery for car rying o ut 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, tha t there 
has not been any detail worked ou t on the technical aid, point 4 pro
grams under ICA. The ICA, and the legislation permit ted 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 mat ter reached this committee they would have been 
placed over in the category of “cont inuing” projects, rather than 
“new” projects, and they would ask for an appropriation to support 
projects which they initia ted out of deobligated funds, and which 
had never been justified as such before any committee.



94

You are familiar with that  situat ion, are you not?
Mr. Gordon. I would like it verv much if Mr. McPhail or Mr. 

Tennant  could comment on that .
Mr. Passman. They will be requested to comment later.
Do you, yourself, understand tha t situation?
Mr. Gordon. I am not familiar with tha t.
Mr. Passman. Tha t is a m atte r of fact. If you read the appropri

ation hearings as closely as you did the Foreign Affairs Committee 
hearings you will find it.

Have you read Mr. Morgan’s assurance on the floor of the House, 
which I have recited?

Mr. Gordon. Yes, sir.
Mr. Passman. Is tha t rather specific?
Mr. Gordon. It  seems so.
Mr. Passman. Would you agree it is specific?
Mr. Gordon. Yes.
Mr. Passman. Thank you very  much. I yield to the gentleman 

from Massachusetts.
Mr. Conte. 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:

I t was  also ou r ide a th a t we did  no t wish to  foreclose th e new  ad min ist ra tio n,  
wh ate ve r it might  be, from dev eloping de tai ls of th is  prog ram fu rthe r an d fro m 
relyin g on th e resu lts  of our fur th er  discu ssio ns with  the  L at in  Am eric an coun tri es 
bo th  a t BogotA an d af te r Bog ota , as a re su lt of th e meeting.  Ag ree me nt was 
rea che d in th e Senate, and it  was wri tte n in to  th e bill and it  was st at ed  on the 
floor in th e leg isla tive his tory, th a t the ad min ist ra tio n— wha teve r executive  
ther e is ne xt ye ar—would  come ba ck  again  to  th e au thor izi ng  comm itte es,  bo th  
wi th a full  re po rt  of wha t has been don e an d wha t is pro pos ed,  to  give  th e au 
tho riz ing  commi tte es  a cha nce  to  ma ke  fu rthe r de tai led  sug ges tion s an d cha nge s 
in au thor iz ing leg isla tion befo re suc h t im e as ap prop ria tio ns  a re soug ht  n ex t y ear .

Mr. Gordon. Tha t is right, 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 tha t they wanted 
to take advantage of this opportuni ty to make further legislation.

Mr. Conte. They made no suggestions at  all?
Mr. Gordon. No.
Mr. Taber. 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, tha t 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 
bv the Foreign Affairs Committee members who spoke with me. 
Would you also like to comment on Mr. Morgan’s assurance to the 
House in the several different instances which I mentioned earlier?

Mr. Gordon. Mr. Chairman, you asked me about  the testimony 
before the House Foreign Affairs Committee.

Mr. Passman. You answered th at. Have you read Mr. Morgan’s 
statement?

Mr. Gordon. Yes.
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Mr. Passman. Do you think you have sufficient information so 
tha t we can go on the floor and answer these questions, and state  
tha t Mr. Morgan’s assurances have been complied with?
PROGRAM  DOES NOT COM PL Y W IT H  D E B A T E  ON  A U T H O R IZ A T IO N  B IL L

Mr. Gordon. My view on this, Mr. Chairman, is that  the assur
ances in the degree tha t Mr. Morgan’s s tatemen t on the floor of the 
House last year suggest 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 tha t 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, tha t 
the chairman was giving assurances to the House in order to get an 
authorization bill passed? I am not suggesting tha t was the case, 
but  what does the record suggest?

Mr. Gordon. Mr. Chairman, I cannot  comment on that.
Mr. Passman. 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 tha t 
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. Taber. Mr. Chairman, isn’t it a fac t tha t all of our approp ria
tions for the use of the United  States or for the use of this country  
in embassies or other places abroad are all spelled ou t in detail before 
this committee before we provide the funds?

Mr. Passman. I do not know of appropriations for any projec t in 
America un til 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 ou t the authority  may follow from 
5 to 12 years, depending upon how hard you work, how much you 
plead to get a par tial payment. I do no t thin k there  is an exception to 
that rule that, you 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, tha t 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. Gordon. I think  this is built into the natu re of the problem.
As I suggested this morning, you have got here kind of a vicious 

problem, stalemate or chicken-and-egg problem, whichever you want  
to call it ; when public works projects  are under taken  in this count ry 
there is not a problem of negotiating  with author ities in this country, 
self-help, or approaches toward social reform.
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Mr. Taber. Your solution is exactly like mine used to be when I 
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 tha t I 
would not go beyond what I was set up to go. That is jus t the same 
kind of thing. It  can be specific just as well as it can be any other way. 
There is no question bu t th at a specific approach is sounder and  better 
for the ICA, better for the State Department, and bettei* 
for everybody.

Mr. Passman. I think  Mr. Berle said this morning, in effect, tha t 
this program is necessary regardless of the Communist atte mpt at 
penetration .

Mr. Berle. I did say that, yes, sir.
Mr. P assman. Tha t being so, we all recognize the need for helping 

our Latin  American neighbors, bu t 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 
tha t we do not embark upon a program tha t 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 i t 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 tha t is 
one thing , but  if we are to proceed on the basis tha t you justify  the 
money, that is something else.

Mr. Gordon. I think it is some of both.
Mr. Passman. How much would it be on the basis of justifications? 

How heavily does tha t weigh on the considerations?
Mr. Gordon. 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 no t think tha t 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
stant ial 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 p roject and what will 
the cost be? Jus t name one specific projec t for which legislation has 
already been passed in a recipient country and they can implement 
this appropriat ion and carry out the project to conclusion.

Mr. Gordon. Certainly. I am sure Mr. McPhail and Mr. Johnson 
would be glad to do that .

(The informat ion follows:)
The stimulus of the act  of Bogota to  the development of reforms is dem ons trated 

by action , since th e Bogotd, Conference in a number of countries. For example:
1. Argen tina and Ecuador have,  by decree or legislation, crea ted new thrif t 

ins titu tions to encourage local cap ital  par ticipation in home building for large 
masses of the ir people. Legislat ion in Peru on similar  lines is expected shortly  
and  is pending elsewhere.

2. Land reform legislation has been enacted  by the  Sta te of Sao Paulo, Brazil, 
establ ishing a grad uate d 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. Gordon. Certainly. This book, the confidential book, consists of a list ing of tha t kind. In some of these cases yon will see that  the Government has already done a good deal. I cail your attention to page 7.
Mr. Passman. Are these firm projects, or is this jus t 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. Gordon. They are not firm in the sense contrac ts have been entered into, sir.
Mr. Gary. You cannot enter into contracts until you have the money appropriated, can you?
Mr. Gordon. Mr. Chairman,  if we had firm contracts here this would be commit ting funds tha t the Congress of the United  States  has not appropriated .
Mr. Gary. I would raise Cain over a si tuation of tha t kind.Mr. Passman. We received positive assurance last  yea r that you would come in with details. We passed legislation last  year with which you are familiar, and we had assurances that you would justi fy these projects.
Mr. Berle. I was for 7 years Direc tor of the Export-Im port  Bank so tha t I am not wholly a starry-eyed enthus iast 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 subs tantia lly 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, bu t we would not have had the nerve to make a commitment and repor t 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 shaft.
Mr. Passman. The Export-Import Bank makes a complete investigation as to the ability of the people to repay a loan. But, there is no money coming back on this. This is jus t another phase of the overall foreign aid program, which may possibly be for a tota l request of $5 billion in some 70 nations of the world.
The Expor t-Imp ort B ank has a good record. There were a number of sound loans being paid back to the E xpor t-Import  Bank.Mr. Berle. If I 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 tha t 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 i t 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 projec t was not the project of
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these houses, this development, and this engineering, but  here is the 
insti tute 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 Inst itudo. Tha t 
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 tha t may be the difficulty.

Mr. Passman. We would not go tha t 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. Berle. I would think  the justification, when the original 
appropria tions were made for the Export-Import Bank, were very 
much like this, yes.

Mr. Passman. Similar to these?
Mr. Berle. Yes.
Mr. Gordon. I would say rather less, if my recollection is correct.
Mr. Berle. Yes. The Ex-Im Bank has had a good record.
Mr. Passman. An excellent record.
Mr. Berle. It  did do a certain amount-----
Mr. Passman. The Export-Import Bank is controlled stric tly by 

Americans. It  is an American institut ion.
Mr. Berle. Yes.
Mr. P assman. Whether we are willing to admit i t or not, practical ly 

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 representa tives of the recipient 
nations. You could not claim the same type of control for the 
protect ion of this money as you would in the Ex-Im Bank.

Mr. Gordon. Not as much control, but  I would like to point out 
this is no t just  a question of one individual. Under the terms of the 
Bank Ratification Act the actions of tha t individual, tha t is the U.S. 
Executive  Director, are controlled by the National Advisory Council, 
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. Gordon. Tha t is right.
Mr. Passman. Of course, I am sure we will have a fine representa

tive. But  I contend tha t the record is clear tha t there are very few 
rejects on practically any kind of application to any phase of the 
foreign-aid program. I say tha t respectfully.

authorization for allocation to ica

Does the ICA now have an authorization whereby it could ad
minister and disburse the $100 million?

Mr. Gordon. 1 ou mean if they have the funds?
Mr. Passman. If they had the funds, is the present authoriza tion 

broad enough so tha t they might handle these funds and disburse 
them on projects  they elect to approve?
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Mr. Gordon. The answer to tha t is “No” , I believe.
Mr. Passman. Then how could ICA utilize $100 million, if the 

legislation is not sufficiently broad to permit it?
Mr. Gordon. The act of September 8, 1960, Public Law 86-735 

authorizes this program.
Mr. Passman. Speaking of the appropria tion, does the ICA pres

ently have an authorization broad enough tha t if they receive the 
$100 million, they can program the money and approve projects?

Mr. Gordon. I may be somewhat confused by the precise use of 
the term “authorization.”

Mr. Passman. It means you first get an authorization.  Late r you 
come in for an appropriation.

Mr. Gordon. I 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. MacPhail. I would say yes.
Mr. Passman. Under what  section of the law?
Mr. MacPhail. This would no t be administered under the mutual 

security  program. It  would be administered as the result of a $100 
million transfer from the  State Departmen t under this program to be 
administered by the ICA.

Mr. Gary. Your auth ority was granted in the authorizing legisla
tion for this specific $500 million last  year by the Congress, was it not?

Mr. MacPhail. That is right.
Mr. Gary. That is your auth ority  to  spend it?
Mr. Passman. Not for ICA.
Mr. MacPhail. The authorization  reads it will be-----
Mr. Passman. Let us see if it says ICA.
Mr. Gordon. It  does not, Mr. Chairman. It  says to the President.
Mr. MacPhail. Under such terms and conditions as he may 

specify.
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 unt il expended.

Mr. Passman. Read the authorizat ion again.
Mr. Gordon (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 th e President may use 
subject to such further legislative provisions as may be enacted, in addition to 
other funds available for such purposes on such terms and conditions as he may 
specify.

Then there is a proviso about  not making any of it  available-----
Mr. Passman. Let us continue.
Mr. Gordon (reading):
Provided, tha t none of the funds made available pursuant to this section shall 

be used to furnish assistance to any country in La tin America being subjected to 
economic or diplomatic sanctions by the Organization of American States. The 
Secretary of S tate shall keep the  Committee on Foreign Relations in the Senate 
and the Committee on Foreign Affairs of the House current ly 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 appropriation when you turn over the $100 million to program projects similar to projects already in effect in Latin  America?
Mr. Gordon. I would no t describe this as a supplementa l appropriation.
Mr. Passman. I am glad you said  t ha t because they were about to place i t in tha t category. What would you call it?
Mr. Gordon. I would call it a new appropriation of funds, supplemental in the  sense------
Mr. Passman. A new program?
Mr. Gordon. Tha t 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 additional funds in the fiscal 1962 regular mutual security reques t 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 abou t 4 to 1, for the respective areas of responsibility, between the Bank and the ICA.What would be the difference between projects under ICA supervision in spending this $100 million and the regular ICA appropriation?
Mr. Gordon. 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 presenta tion made to you, if you take the  fields proposed to be assigned to the Bank, land settlem ent and the  agricul tural field, the housing fields, and water supply and sanitatio n field, those are the  Bank’s field.
Mr. Passman. I was talking about ICA.
Mr. Gordon. If you take  fields of education and training and public heal th other than  water supply and sanitation , and some general technical assistance, plus the o ther kinds of things in those areas no t members of the Bank, there are some small amounts as the  book indicates intended  for the West Indies Federa tion in particula r, 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 tha t the ICA would do with $100 million, the additional kinds of things they  would do tha t 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 million, make similar loans and grants to similar projects in the country?Mr. Gordon. 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 gran ts or loans for projects similar to those for which the ICA allocates funds?
Mr. Gordon. Yes, in part. That is to say, there are certain types of ICA technical assistance now, for example, technical assistance 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 transfe r process tha t 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 D E T A IL E D  P R O JE C T  JU S T IF IC A T IO N  FO R  IC A A LLO C A TIO N

Mr. Passman. Have you a part ial list in the ICA, or a complete 
list, detailed as to cost, in compliance with legislation passed last 
year 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. MacPhail. 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. MacPhail. 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. Gordon. In response to your question, the answer is tha t 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 rela ted 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 projec t by  project we would simply n ot have 
that  kind of negotia ting 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  no t the Members wish to support the program?

Mr. Gordon. We are not sensitive abou t that at all. Wha t we 
are sensitive about-----

Mr. Passman. You do not  even need a commitment to do what 
you plan to do now, do you?

Mr. Gordon. 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  pa rt—the assurance tha t the 
funds in fact are available for our part s of these projects.

Th at assurance we cannot have without an appropriation.

IN D IV ID U A L  P R O JE C T  JU S T IF IC A T IO N  BY  IC A  U N D E R  T E C H N IC A L  
A SSIS T A N C E  PROGRAM

Mr. Passman. I think  ICA told us las t year they could and would 
in the future ju stify these projects.

Mr. Gordon. Not  with  respect to this program.
Mr. Passman. We do not  wan t to go fa r afield. This is with re

lation to technical assistance—
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Prov ide d no par t of thi s ap pr op ria tio n sha ll be used to  in iti at e an y proje ct or ac tiv ity  wh ich  has  no t been  jus tifi ed to  th e Ho use  of Re presen tat ives  and the Senate.

Mr. Gordon. Tha t is right.
Mr. Passman. If we are working on tha t basis why should we depart on this $100 million?
Mr. Gordon. It  was a different kind of program. It  is tha t I wanted ICA to explain.
Mr. Passman. Are we again going to run wild? You could ask for $1 billion then, and we can forget the ICA, and you would come in for new author ity under this and you would not have to comply with the specific agreement and the specific legislation.

R E P O R T  O F FO R E IG N  A FF A IR S  C O M M IT TE E  ON  A U T H O R IZ A T IO N  B IL L

Mr. Taber. Mr. Conte has a paragraph in the report of the committee regarding the authorization bill. 1 think we ought to have it read.
Mr. Passman. We would like to have it, yes.
Mr. Conte. This is a quote from the State Department, Foreign Affairs Committee , House Report 2163, page 4.
They said:
Th e co mmittee  has  been  ass ure d th a t no requ es t for th e ap pr op ria tio n of any of th e funds au thor ize d will be ma de by th e Ex ecu tive un til  com pre hen siv e progra ms  for  thei r use hav e bee n worke d ou t.
Mr. Gordon. That is right, Mr. Conte. I read tha t language in to the record myself this morning and explained the way in which we believe this program does meet this kind of-----
Mr. Taber. We need something specific to go by, right in the record, so we will know what we are doing.
Mr. Gordon. “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. Taber. Frankly, we do not agree on that .
Mr. Gordon. If I could, I  would like to  call your atten tion to the next sentence which states  that the committee has been further assured tha t assistance in these funds will not be provided until the governments have given evidence of their determination and ability to carry out the necessary institut ional  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 tha t 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. Passman. If I may address one question to the  ranking ICA representative present,  how do you propose to get around this specific language in the Mutual Security Appropriations Act of 1961? 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 you in the face?

Mr. Taber. It  seems to me we ought to go hack to fundamentals 
on this.  I have here a copy of Webster’s New Collegiate Dictionary. 
I have this open to page 170:
com pr eh en d— to  gr as p th e  m ea nin g of,  to  unders ta nd ; to  con ta in , to  em br ac e,  
to  includ e.

Comprehensible means to understand. How can we understand  this 
language which is here as being any different from tha t in the 
dictionary?

Mr. Gordon. I do not think there is any difference 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.

Mr. Taber. Have  you a list of them?

LACK OF D E T A IL E D  L IS T  O F PR O JE C T S

Mr. Gordon. 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 lis ted 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 right projects. Whether 
they  will be in precisely th is 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. Gordon. Theoretically. It  would be most extraordinary.
Mr. Passman. Let us get to the point. We want to help each other.
Mr. Gordon. 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 tha t you find 
you would like to enter into some other  type of endeavor if the 
country should decide; the other members of this Board, they would 
rath er have some other projects, so the example means relatively little .

We are trying to find out projects, specifically, for which you have 
already star ted to negotiate  with the country, whether it be flood 
control, reclamation, hydroelectric dams, or what not. You should 
have something firm, ra ther than  just examples which could be com
pletely  forgotten.

A U T H O R IZ A T IO N  FO R  IC A GRA NT PR OGRAM

If we do not have projects then we shall just  move along, and do 
the best we can. If you tell us how you wifi get around tha t section 
of the legislation concerning ICA it would be helpful to us because 
we will have to answer those questions. Do you have an answer 
to that?
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Mr. MacPhail. Under this new program with funds appropriated to the Presiden t 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 Bogota, we would through our missions negotiate and develop precise projects which would be prepared to enter agreements with the government.
Not being a lawyer, this provision refers to technical cooperation.Mr. Passman. Tha t is correct, but  you have already established for the record tha t you are entering into technical projects and technical assistance. You will get into sanita tion, education, and the record is loaded with that .
Mr. MacPhail. These are not technical assistance projects in the way in which they have been regarded in the past.Mr. Passman. Changing the name will not change the effect. If you are going to spend this money teaching people how to be better  educators or maintain better sanita tion, 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 th is $500 million to be used as the President directs?
Mr. Gordon. Tha t is right.
Mr. Gary. The President  will adopt the ICA as his agent for handling $100 million of it, and when the ICA handles tha t $100 million, it will not be acting as the ICA but  it will be acting as the agent of the Presiden t under last year ’s authorization , and therefore they will have the authority  to spend the money.
Mr. MacPhail. Tha t is right.
Mr. Gordon. Tha t is exactly right.
Mr. Gary. I am sure it is right.
Mr. Passman. Subject to legislative provisions.Mr. Gordon. 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 ICA officials administering this be the same as those administering present programs?Mr. L abouisse. 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. Labouisse. Yes; as I understand it. I would like to speak simply because I have to learn and have to get in to this job sometime. I may as well sta rt now.
Mr. Passman. We are very pleased to have you here.Mr. Labouisse. As I understand it, and they can correct me if I am wrong, p art 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 dealing with Colombia would deal with any program for Colombia, for example.
Mr. Passman. Then are you not duplicating the very inten t of the purpose of the $394 million? This is a supplement.



105

Mr. Labouisse. 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.

Mr. Passman. Do you have tha t information yet?
Mr. Gordon. Yes, sir.
Mr. Labouisse. I think this presenta tion which has been prepared 

was intended to put  education and public health in the ICA side and 
then into the In ter-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 agr icultural field would be transferred 
in the future to the In ter-American Bank and we would go out of t ha t 
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 technical assistance 
to the ministry of agriculture  and how to organize itself, that type 
thing, this would be a proper use of ICA funds.

Mr. Gordon. 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 de termined at tha t time whether it would require the 
entire $500 million or part of the $500 million?

Mr. Gordon. No, sir.
Mr. Passman. They knew in advance just  wha t they would set up? 

Th at is my question. You could not  determine in advance, working 
out the mechanics and needs, the amount of capital  for this trust fund. 
Th at was worked out after  the authoriza tion?

Mr. Gordon. Yes, sir.
Mr. Passman. And it could have been jus t as easily the entire 

$500 million, short of a formula in advance?
Mr. Gordon. No. I think  the difficulty is th is: When the Bogota 

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 Bogota as to the 
areas in which this work should be done.

Mr. Passman. My apologies. I didn ’t ask the proper question.
Prior to the Bogota convention, but  subsequent to the authoriza

tion, it could not  be determined as to the amount of funds needed to 
properly fund the projects tha t will be handled by the In ter-  American 
Development Bank.

Mr. Gordon. No, sir.
Mr. Passman. It  could not be determined then?
Mr. Gordon. There was virtually no lapse of time because the 

authorization was passed jus t at  the moment that the conference was 
beginning.

Mr. Passman. It  could happen the same day. It  could n ot have 
been determined as to what  it would be. It  could have been $500 
million, b ut the main purpose was to establish this trust fund in the 
In ter-American Development Bank. Is that what  the authorization 
intended?

Mr. Gordon. No, sir. The authorization was intended to show to 
our friends in Lat in America that the United Sta tes would be prepared 
to support a serious social development program in which they would
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tak e the  r ight  k inds of self-help measu res , and  it was also stated  there 
we exp ected the  Int er- Am eri can Ba nk  to be what was called  the  
pr im ary mechanism for the  ad min ist ra tio n of the  funds.

I t had  been  made clea r in tes tim on y to the  au tho riz ing com mittee s 
here  th at the  Ba nk  would be assig ned res ponsibi lity  in thes e fields 
where loans were the  pro per way of doing mo st of the  job  and there 
would be rese rved  for ICA ad min ist ra tio n the work in those fields, 
espe cial ly edu cat ion  and  tra ining , whe re gr an ts  would be more  ap 
prop ria te,  or where by the  na tu re  of the  Ba nk  it  is ha rd  to get tech 
nically  quali fied.  That  is no t the  kind  of th ing  a ba nk  ordin ari ly 
does. ICA , on the  o th er  ha nd , has  had  a  lo t o f experi ence in this .

As to how the $500 m illion  would be divided,  then  w ha t was m eant  by  
pr im ary mec han ism , how mu ch it  wou ld be prec isely, we had to wa it 
on th at un til  we had develop ed a clear enough  idea of the to ta l needs 
and the way those needs fall in to  those various  catego ries to ma ke a 
rea son able divis ion. Tha t work has been done ove r the  pa st several  
mo nth s.

Mr. P assman . That  is exact ly wha t I was try ing to find ou t. You 
had to develop  it. You  di dn ’t kno w the  needs.

Mr. Gordon. Tha t is rig ht .

LIM IT A TIO N  ON  IC A T EC H N IC A L  A SSIS TA N C E PROGRAM

Mr. Alex ander. W ha t rea l diffe rence would it  make wh eth er you  
ge t the  $100 million fun d requ es ted  here  or wh eth er  y ou ge t it in the  
regu lar approp ria tio n for TCA?

M r. Gordon. T wo differences. Fi rs t, the  au th or ity here is b roa d. 
As the TCA autho ri ty  now is l imited, technica l ass istanc e and lim ited 
type s of demo nstra tio n are  as far  as they  can go. We are talkin g, as 
Mr. Lab ouisse ju st  said , ab ou t those things plus, and mo st of the 
mo ney  wou ld be for the plus, ass ista nce  of a capit al type , ass ista nce  
to const ruc tion, ins tru ctional ma ter ial s, labo ra tory  equip me nt,  and 
thi ngs of thi s kin d on a scale  w hich the presen t type  o f a utho ri ty  docs 
no t perm it.

Second ly, there  is the pro blem of time .
Wh en the  ICA  has thes e fun ds in ha nd  it  will be able to sit down 

an d wor k ou t with governm ents the de tai ls of some  of the se proje cts  
an d the  pre lim ina ry pro posals  are  described here . Some  of the m 
involve  such  things as a 5-y ear  pro gra m for the majo r exp ansion  of 
tea ch ing  in a pa rti cu lar field. Th is invo lves  working ou t how man y 
tea ch er  t rai nin g organiz ations should  go wi th thi s, how m any tea chers  
will be tra ine d, where, the nu mber of tec hnica l ass ista nce  peop le 
coming from  the  Un ite d St ates , and the re st  of it, wh at  sor t of budg
et ar y a llocat ion  the g ov ernm en t co ncer ned will ma ke for the program.

When a long -ran ge pro gra m of th a t kin d is un de rta ke n,  and some 
ou tside  resources are  req uir ed , the re mus t be some know ledge th at 
the scale of outside resources  to matc h the dom est ic ones can  be 
forthco min g.

ICA under its prese nt au th or ity cannot do th at  kin d of thing. Tt 
has done  a lot  of fine pio nee ring  work. I t has po int ed  the way . 
M an y of thes e proposals wou ld no t exist had it no t been for the  pre
lim ina ry technical  ass ista nce  wor k done  by  ICA in pa st  yea rs. B ut 
the se are  differen t kin ds of pro jec ts.
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D IV IS IO N  OF $100  M IL LIO N  AL LO CA TI ON  TO  IC A

Mr. Passman. Regarding the $100 million, can you tell us the total 
amount that  will be for technical aid and the part that will be for 
construction?

Mr. Gordon. Since the programs have not been worked out in 
detail I cannot tell you.

Mr. Passman. You are asking for a completely b lank check.
Mr. Gordon. 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 jus t 
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. Gordon. 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. Gordon. Would you like an estimate?
Mr. Passman. Who will give the estimate?
Mr. Gordon. ICA would have to develop it.
Mr. Passman. Do you have any background as to how you can 

give this  estimate?
Mr. MacPhail. Many  of these projects have estimates of technical 

assistance, technicians, and participants.
Mr. Passman. What is your estimate? I refer to technical aid.
Mr. MacPhail. Frankly I would prefer to submit it later, Mr. 

Chairman, go through these and extract it.
Mr. Passman. You do not now have the answer?
Mr. MacPhail. No, sir.
Mr. Passman. You do not know whether it could be 50 percent or 

10 percent. After you finish i t it will be speculative as to whether 
it is accurate because you have not entered into these contracts  yet, 
have you?

Mr. MacPhail. That is right.
Mr. Passman. Anything you come up with would be in the form 

of a guess?
Mr. McPhail. We have not  entered into any agreement.
Mr. Passman. It  would be in the na ture of a guess; would it  not?
Mr. MacPhail. An informed guess.
Mr. Passman. Thank you very much. We want to thank you for 

being righ t to the point on that.
(Discussion held off the record.)
Mr. Passman. The committee will come to order.

L O N G -R A N G E  PR OGRAM

We were discussing technical aid, the question of the $100 million 
tha t 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  t ha t 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 years. As indicated in the hearings last year, some of the commitments would go into 1975. It  would be too early  to determine whether or no t these technical aid programs would develop projects requiring appropriations  tha t would go into future years.
Is tha t not so?
Mr. MacPhail. I think Under Secretary Bowles testified yesterday 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 appoint the length of time the technical assistance portion would be obligated would depend upon the tota l projec t, so to answer your question, there would be presumably 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 substan tial.Mr. MacPhail. 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 l ast for 3 or 4 years which would be in self-help school construction for which the United States  would agree to contribu te a certain amount of capital goods and equipment and technical assistance in connection with a contribution 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, bu t it does have a t erminal point to it in terms of the numbers of units to be built.Do I make the distinction clear?
Mr. Passman. I think t ha t under  certain portions of the  ICA programs you teach them how to borrow money, how to set up banks, and you educate them into getting  into other fields; and sooner or late r they s tar t making applications for some type of a loan, or grant, to open up one type  of bank or another.
Could we ge t into that same type of situation here?
Mr. MacPhail. Essentially, the technical assistance which would be available under the social development program would be related to a specific project. You would not be putt ing in technicians, or having partic ipants  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 initia te a project with an allocation of $20,000 whereas the ultimate cost would be $1 million?
Mr. MacPhail. 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 tha t for the examples you may not sta rt a single one of them.
Mr. MacPhail. Presumably all the projects which would be undertaken under the “Act of Boga ta” type programs would be projects which have a te rminal date  to  them.
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Mr. Passman. Give us a da te then.
Of the $100 million, $50 million is for technical aid. What is your 

cut-off date?
Mr. MacPhail. Can I give you an example of one in here?
Mr. Passman. I would rath er 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. MacPhail. 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 supplementa l, on this or any appro
priation in future  years to continue a similar program under your 
regular bill?

Mr. Gordon. 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. Gordon. 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 tha t correct?
Mr. Gordon. Certainly.
Mr. MacPhail. Not  for the same projects.
Mr. Passman. Who is correct?
Mr. Gordon. For the same field, certainly. For the same projects, 

no. Mr. MacPhai l and I are bo th right  and consistent.
Mr. Passman. At one time it would be a schoolhouse one place and 

another time a schoolhouse some other place?
Mr. Gordon. Th at 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. Andrews. This is a so-called Latin American program, is it 

not?
Mr. Gorden. Yes, for all of La tin America.
Mr. Andrews. Under this program, would you need additional 

authorization  before you could get more appropriations?
Mr. Gordon. Oh, yes.
Mr. Andrews. This is a one-shot deal?
Mr. Gordon. The authorization.
Mr. Andrews. $500 million under  the bill tha t passed Congress 

last  September?
Mr. Gordon. Th at is right.
Mr. Andrews. And once you get the $500 million, you cannot  ge t 

any more unless you get an additional authorizat ion?
Mr. Gordon. Th at is right. We would have to go back to the 

authoriz ing committees and present a new program.
Mr. Passman. And tha t you anticipate?
Mr. Gordon. Yes.
Mr. Passman. You know and I know tha t 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 tha t s tarted out gett ing a new authorization every year, so you would fall into the same category?
Mr. Gordon. Yes, except we hope this initial one will last longer than 1 year.
Mr. Passman. We certainly hope so, too.
Mr. Gordon. 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. Tha t is similar to other parts of the mutua l security bill. Is tha t your understanding, tha t you get a new authorization each year?
Mr. MacPhail. 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. MacPhail. Not always; no.
Mr. Passman. In any case of which you know?

IN CO M E TA X  LA W S

Could you tell the committee how many of the participating nations are without  income tax laws at this time?
Mr. Gordon. I do not know the answer to tha t. I know several tha t have them, and several t ha t have recently introduced them, but I would have to find out.
Mr. Passman. There are several without an income tax law?Mr. Gordon. Tha t 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. Tha t is a very good point. Could you tell us at this time a few of the nations that  have no income tax law?
Mr. Gordon. 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 tha t the Members of Congress have been discussing for years and years, why these aid recipient countries over many years do not  even collect income tax from very wealthy citizens with large earnings.
How about an estate tax? Could you get tha t information for us?Mr. G ordon. I assume we can get information on the tax structures of all of these.
Mr. Passman. Do you not think it would have been appropria te to have found out something about this tax structure, whether or not any of these laws are passed? If one nation would automatica lly reduce the  amount it is asking for, would this not  be a little  encouragement to the others to do likewise?
Mr. Gordon. On the last point, I think you can be quite certain that tha t will no t happen because none of these projec ts, either negotiated by the Bank or negotiated by ICA, will be en tered into unless the local government is putt ing up a substantial share of the funds.(The information follows:)
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Mo st of the  c ountr ies  of  L at in  A mer ica now h av e a gen era l income tax apply ing  
to  all res ide nts  and com pan ies  of t he  co un try  a nd  t o all type s of in come. Gua te 
ma la, Ha iti , Ecuador, an d Pa ragu ay  do no t have  suc h a tax,  al tho ug h some of 
them  do have  lim ite d di rect  tax es on pro fits  or pr op er ty . All La tin  American 
cou ntr ies  hav e some form of i nh er ita nc e tax .

Mr. Passman. That is what you agreed to do before you came to 
this committee for funds, according to Mr. Morgan’s testimony.

1 wonder if you are actual ly going to do that , or not?
Mr. Gordon. The answer is t ha t we are going to do it.
Mr. Passman. When are you going to start? When the money is 

in hand, so the detailed negotiations can be set underway?
R E V E N U E S  FR O M  IN CO M E AND  O TH ER  D IR E C T  T A X ES

Do you have any information relative to their bills about land 
reform, tax brackets,  et cetera, and when they are going to consider 
them?

Mr. Gordon. Yes, I can give you quite a lot of information.
Mr. Passman. How about the first item? Could you name a few 

of the nations who have an income tax?
Mr. Gordon. Certainly. Argentina.
Mr. P assman. Wha t is the top bracket?
Mr. Gordon. 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  es tate tax and the 

maximum in each country?
Mr. Gordon. Yes.
Mr. Passman. And whether  or not the laws have been put into 

effect?
Mr. Gordon. Certainly.
(The information follows:)
Re ceipt s from inco me and othe r di rect tax es in La tin  America,  genera lly 

speakin g, are now follo wing an upwa rd tren d.  Th ey  stil l, however , rep resent a 
re la tiv ely small prop or tio n of rev enue,  as th e following  t ab le  shows:

Receipts by soiirces {selected La tin American countries')

Cou nt ry Year

Tota l (mi l
lion s o f 

eq uiva lent  
dol lars )

Pe rcen tag e di st ribu tion

Dire ct  
tax es 1

In di re ct  
ta xes2

Cu sto ms Other
receipt s

Argen tin a _______________________ 1958 1,852.5 22.8 33.7 2 3 .7 39.8
Braz il ___________________________ 1958 1,415. 6 34.4 36.8 16.2 12.6
Ch ile  ____________________________ 1958 385.9 33.0 41.1 20.2 5.7
Co lom bia  ___________________________ 1958 203.3 41.6 14.5 33.5 10.4
Cos ta  Rica ________________________ 1958 56.2 16.7 10.5 60.5 12.3
Ec ua do r _______________________ 1957 89.4 13.4 33.6 42.5 10.5
El  Sa lvad or  _ _ _________  - - - 1958 61.0 11.6 21.9 58.6 7.9
H ait i ______________________________ 1957 30.0 7.9 7.7 60.1 24.3
Hon du ra s _ - ______________________ 1957 35.1 21.1 27.6 48.6 2.7
Mex ico . ____________________________ 1958 624.9 35.2 28.4 25.0 11.4
Pa na m a __________________________ 1958 56.8 24.5 13.4 35.4 26.7
Per u  _ ___________________________ 1958 216.8 23.0 34.7 33.5 8.8
Ven ezue la____ ________________ ______ — 1959 1,201 .5 31.9 13.6 45.3 9.2

1 Incl ud e in di vi du al  an d co rporate inc ome an d excess  pro fit s tax es,  gif t an d  inh er ita nc e taxes,  etc . (a 
br ea kd ow n is n ot  ava ila ble ).

2 Inc lu de  sales tax , excise tax es,  fore ign exc han ge pro fit s, etc . . . .  . ,
•’ Does  no t inclu de  “ im po rt  surch arg es an d ex po rt re te nt io ns ,’’ the la rg es t single  ite m  in  Arg en tin a s 

bu dg eted  recei pts  a nd inc lude d unde r “o th er  re ce ip ts. ”
Source:  St at is tic al  A bs tr ac t of L atin  Ame rica, I960; Cen te r of L atin  Amer ican  Stud ies, U ni ve rs ity  of 

Ca liforn ia a t Los  A ngeles.
67 61 5— 61 — 8
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In most  of the larger  and more important countries—Argent ina, Brazil, Mexico, Colombia, and Chile—the rates  of tax ation on income and  inheritance are fairly progressive.  Comparisons of one country  with ano ther in this field, or with the United States, however, are ap t to be misleading, since the  tax  stru ctu res  vary widely. Most  Latin American count ries use a schedula r system, with  various types of income subject to different rates of taxatio n. In addition, a progressive complementary  tax  is in some cases the n levied on income from all sources. Inhe ritance  taxes in Latin  America vary no t only with  the amoun t involved—as in the  United States—b ut also with  the  legal rela tionship  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 perce nt on certain types of dividends. The complementary  tax  on all income ranges from 3 perc ent to 50 perc ent on income in excess of the equivale nt of $22,500. The inhe ritance tax  rat e ranges from 2 to 25 perc ent for children, with  high er rates for “str ang ers” (no blood rela tionship).
Chile also employs a combination sche dula r and  complem entary system of income taxation. The effective r ate  on wages a nd salaries is 4^  percen t but  ranges  up to 33 pe rcen t on some other types of income. In addi tion , a complementary  tax  is levied which reaches 30 percent  on  income above the  e quivale nt of $14,000. Inhe ritance  and  gift taxes range from 1 to  14 percent for a spouse or children; and  up to 40 percen t for s trange rs.
In Mexico, tax  rates on wages and salar ies range from 1.7 percent to 50 percent on income over  $5,600. The inhe ritance tax  varies  from 4 to 37 percen t for members of the  family and up to 64 percent for s trangers .Colombia has a maximum tax  rate on personal income of 51 percent. In Argent ina, the  highest rate is 45 percent. It  should  be poin ted out,  however, th at  many Argentines have a heav ier income tax  burden than  do U.S. citizens. The rate  of tax ation in Argen tina reaches  30 percent on income over $7,500, a modest level of income by U.S. standa rds . Inhe ritance  taxes where a spouse or children are the  beneficiaries reach  a maxim um level of 20 perce nt in Argentina.Most  other income tax legisla tion in Lat in America is less progress ive in character. In  the  case of Panama , for example , even under recen tly enacted  legislat ion, the  maximum rate is 35 perc ent 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 l imited application.

LA ND R E F O R M  L E G IS L A T IO N  E N A C T ED

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. Gordon. Certainly.
(The information follows:)
The Act of Bogota is intended  to encourage land reform measures by assisting count ries th at  already have effective programs for land reform and by provid ing incentives to othe rs which have  not ye t ado pted such measures.Among count ries th at  already have legislation providing for land  reform are Venezuela, Gua temala,  and the  Sta te of Sao Paulo in Brazil. Progress has been continuing under the  agra rian 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 Guatema lan program  has also been moving forward. By the end of 1960 the  Gove rnment of Guatemala had dis trib uted titles to economic farm  unit s to 4,000 of its farmers. To expand this program, Pres iden t Ydigoras has requ ested, and  the  Congress of Gua temala has approved , the  expansion  of the  program into  other areas of Gua temala in order to rese ttle 6,000 additional farm  families on economic units. In the  Sta te of Sao Paulo in Brazil a law was passed in December 1960, providing for a land tax  to encourage prod uctive use of land.
Other coun tries  are also making a st ar t toward constructive change in this field. The Colombian Government is supp orting and att em pting  to  secure passage  in Congress of agrarian reform legislation, including a land tax  to encourage produc tive  use of the land.  The Congress was called into  special session in J anuary  an d is expected to be in cont inuous session unt il this  an d other legislation  is passed. In  the  mean time the  Governm ent is actively carry ing out  the coloniza tion component of the agra rian  re form program.
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For several months technic ians 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 agricultura l 
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 es tates, bring 
idle land back into production and preven t land speculation. The Government 
is also under taking a large scale program to  colonize and develop jungle land eas t 
of the Andes. In Costa Rica a law for land reform and colonization is up for 
consideration before the legislative assembly. A draf t law on land use and 
distribut ion is being prepared by th e 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 a t this time?
Mr. Gordon. Yes, indeed. Venezuela.
Mr. Passman. Subsequent to the Bogota Conference?
Mr. Gordon. 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. Gordon. The State of Sao Paulo in Brazil.
Mr. Passman. I 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. Berle . Brazil is a Federal system like our own and tha t 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 b ut on a basis of land reform-----
Mr. Passman. How many States do you have in Brazil?
Mr. Gordon. Twenty-one.
Mr. Passman. How many of them have passed land reform 

legislation?
Mr. Gordon. Just one Sta te.
Mr. Passman. Just one?
Mr. Gordon. The largest and most important single S tate in the 

country.
Mr. Passman. Do you have any others?
Mr. Gordon. We have quite a number  of others that have done 

this within the last few years.
Mr. Passman. We jus t want  those which have done it since the 

Bogota Conference. Th at is the shove off for this trip.
Mr. F ord. May I ask a question?
Mr. Passman. Yes.
Mr. Ford. You say  tha t one of the S tates within Brazil has under

taken  this tax reform legislation?
Mr. Gordon. It  is tax reform on land. It  is really a combined 

land and tax reform.
Mr. Ford. Would it  be the antic ipation 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 un til all 20 had taken th is action?
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Mr. Gordon. We would not want to wait until tha t. Under Brazilian conditions tha t might mean holding off forever. In Brazil the region of the country which most requires this sort of help is the northeast.
Mr. F ord. Is tha t the State  t ha t has taken this action?
Mr. Gordon. No; th is specific land reform action in the tax field is in the relatively well-to-do southern  par t of the country. That is the State  of Sao Paulo; it is in the northeast where there is a more serious problem. This involves the resettlement of a very substant ial amount of public land owned, in fact, by the States. This does no t require tax reform legislation—I mean land reform legislation—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 tha t connection we would expect the State  authorities, whoever has title  to the land, to contribute tha t as a portion of their par t of the program.
Air. Passman. Any legislation thus far in any of these States  indicated the government would contribu te land?
Mr. Gordon. I do not know specifically about  State legislatures.Mr. Berle . Let me answer.
May I say tha t we talked tha t over with the President of Brazil? He has a program or some legislation drawn which he proposes to pu t through  the Brazilian Congress. This is a system with supervised credit on land to the extent tha t tha t land has been contributed by the State  and under specified tax programs. In tha t sense, it is a matching  of the Federal and State powers tha t is sometimes done here. This is the  instrument I was working on and which he proposes to get.
Mr. Gordon. Right.
Mr. Passman. As we are dealing with public domain lands tha t belong to the government, why could they not implement our agreement and then have this thing all worked out? You are dealing primari ly with public domain land, are you not?
Mr. Berle. Not altogether.
Mr. Passman. To a very large extent?
Mr. Berle . It  is frequent ly not in the right place.
Mr. Passman. The justificat ions indicate tha t almost every project reflects what I said. It  is public domain?
Mr. Gordon. They are both.
Mr. Passman. Let us consider the par t tha t is under the Government.
Mr. Gordon. 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 it out to market. Actually, access roads would clearly be par t of it, and agricultural credit institu tions, in order to give the smaller landowner some credit, both for production needs over a year, and for longer terms, for tools and facilities, would be involved in this kind of thing. In tha t case, they have got the necessary legislation already. They had it before the Act of Bogota 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 tha t country now?

Mr. Gordon. I am talking about tha t 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 you going to supplement  tha t with $10 million?
Mr. Gordon. 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. Gordon. The $70 million is in the process of being earmarked 
now against specific roads and housing institutions. Obviously, we 
would n ot go ahead with another $10 million until-----

Mr. Passman. Was this the original amount  they  requested? Since 
you have gone to the trouble of putt ing it into your justifications, 
do you know whether or n ot they got all the money they asked for?

Mr. Gordon. I do not know about the earlier negotiations.
Mr. Passman. Would it not be well to know about it, before you 

sta rt 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. Gordon. Tha t is, of course, where they  are not earmarked. I 
said before they were not earmarked.

Mr. Passman. I understand.
Mr. Gordon. Could I mention one other case?
Mr. Passman. Certainly .
Mr. Gordon. Congressman Ford asked me about legislation and 

in the case of Peru, there is a comprehensive land reform submi tted 
to the Congress by the Executive, Prime M inister Beltran  in October 
of last year, and this is pending in the  Congress at the  present time. 
This is a very good illus tration  of a case where we hoped tha t, having 
these funds available, they assist the Prime Minist er-----

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. Gordon. Mr. Chairman, if th at happens and if t ha t program 
fails and if they do no t take  these kinds of measures, I think we are 
in the kind of position we described this morning. You will have 
the wrong kinds of revolution all over the hemisphere.

I think  there is a major difference, Mr. Chairman, in the tradi tiona l 
change of 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 cpiite a fundamental change in 
most of the hemisphere during the  last 20 years 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 nationa list, 
Communist-supported and financed in large measure and working



116

now also with the help of Cuban propaganda  and Cuban-financed 
agents, aiming at  the kind of revolu tion which we have seen in Cuba. 
This is quite different from the  trad itional Latin American change 
as it has happened throughout the  18th and 19th centuries.

Mr. F ord. Will you yield there?
Mr. Passman. Jus t briefly, if I may.
Will you spend any money in Peru?
Mr. Gordon. Would we spend any?
Mr. Passman. For land development prior to the passing of the legislation?
Mr. Gordon. I doubt it. I doubt  it .

NO A ID  TO  B E  E X T E N D E D  P R IO R  TO  S E L F -R E F O R M

Mr. Passman. Would tha t doubt  also apply to other countries?
Mr. Gordon. I can see this, Mr. Chairman. Obviously, money 

in this connection, in connection wi th the land resettl ement  program 
tied to this legislation, should not be provided until the legislation 
is passed. I would not necessarily exclude helping an agricultural 
credit institu tion in Peru to help small farmers in other  places who already----- -

Mr. Passman. I believe we are talking about  land development.
Mr. Gordon. 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. Gordon. If the legislation is not  forthcoming, then the loan 

agreement should not be made.
Mr. Passman. How about the tax struc ture setup;  for example, income tax and other taxes?
Mr. Gordon. This is a much more complicated matt er. I know how difficult tax legislation is.
Mr. Passman. Yes; it could require years?
Mr. Gordon. That is right. It  will be a matte r, 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 administra tion. 
Up until this year they  have not even known what taxes were and 
where they were coming in because the adminis trative arrangements  were so poor.

Mr. Passman. How old is that nation?
Mr. Gordon. Bolivia?
Mr. Passman. Yes.
Mr. Gordon. The Bolivian Revolution was in 1825.
Mr. Passman. Did not some of you r witnesses testify that Bolivia 

last  year was near bankruptcy?
Mr. Gordon. It  was and is near bankruptcy .
Mr. Passman. You are going to make loans to them? Why 

delude ourselves? If it is a grant, why n ot call it a gran t? I always 
thought we would get along so much bet ter if we put the proper names on these things.

Mr. Gordon. Mr. Chairman, Bolivia has natu ral resources and 
land which, if people can be resettled , would make it a genuinely 
self-supporting nation. It  has very grave administrative and social
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problems at the present time. It  is a very primitive government 
administrative ly, but the potent ial is there. If the right kind of 
action is taken by them with some outside help, I would certain ly 
not regard Bolivia as hopeless in the long run.

Mr. Passman. I yield to Mr. Ford.
Mr. F ord. It  has been indicated tha t in order to make these loans 

there has to be some quid pro quo on the part of the recipient nation .
Mr. Gordon. That is right.

PR O T EC TIO N  A G A IN ST E X PR O P R IA T IO N

Mr. Ford. Reform legislation, taxes, land reform, or something 
comparable. At the same time, would there be an insistence that  
there should be a  pro tection for American investors in those countries 
agains t the threat of expropria tion, either direct or indirect?

Mr. Gordon. We have this kind of problem, Mr. Ford.
Most  of these countries have constitu tional provisions for prompt , 

adequate, and jus t 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 tha t 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 
utili ty concerns, they do in fact provide compensation.

Mr. Ford. 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 permi tted to charge to then* customers are so low th at there 
cannot be any adequate return on the investment, either for continua
tion of the facility or for a r eturn to the investor.

I understand tha t 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 tha t this 
kind of indirect  expropriation does not take place?

Mr. Gordon. I do not see how we could do tha t in relation to this 
program. It  is, of course, a real problem.

Mr. F ord. But you are insisting on certain other reforms as a quid 
pro quo. Why is not this equally as necessary?

Mr. Gordon. Reforms, sir, which are rela ted to the  purposes in the 
Act of Bogota and related to these programs. I think tha t if we were 
to go to a Latin American country and say, “We will provide you 
$17.5 million worth of assistance for agricultural resettl ement  or 
school construction on condition tha t you change your public util ity 
rate  structures so tha t the In terna tional Telephone & Telegraph Co., or 
the American Power Co., gets an adequate rate  return ,” that the 
Congress in th at country would throw ou t the entire project  and very 
likely th row o ut the companies as well.

Mr. Passman. Are you finished?
Mr. F ord. Not satisfied with the re sult bu t finished.
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U .S . AI D TO  BO LIV IA

Mr. Passman. If we may have a look at Bolivia, the total gross 
national product  in 1956 was $217 million.

Mr. Gordon. Tha t is right, with a population of about 3}£ million. 
That comes ou t at about $80 per capita.

Mr. Passman. You might buy more with tha t $80 in Bolivia than 
you could in America. 1 used to get all confused about this amount 
of dollars.

Mr. Gordon. I can assure you tha t if you lived like a Bolivian 
Indian for a few months you would feel it was not an American 
standard.

Mr. Passman. I was a sharecropper bov and never apologized for 
that , but still America is not subsidized by o ther countries. Bolivia 
had a total  gross national product in 1956 of $217 million?

Mr. Gordon. Yes.
Mr. Passman. There was a slight increase in 1957 to $221 million, 

but it dropped back down in 1958 to $202 million?
Mr. Gordon. Tha t is r ight.
Mr. Passman. Then they went back in 1959 to $207 million, which 

is $10 million below 1956.
To da te we have given to Bolivia $160,329,000 in aid.
Mr. Gordon. Y es.
Mr. Passman. What kind of a position are we in if, wi th this tre

mendous outlay of cash in such a brief period, it does no t appear from 
the record tha t there has been any progress in t ha t country. What is 
the answer to that?

Mr. Gordon. The answer to tha t 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 tha t 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 tha t has happened in Bolivia 
in the last couple of years, economically, is tha t 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 stagnat ion and in fact the living s tandard 
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 America 
where the picture is not as bad as in Bolivia?

Mr. Gordon. Yes.
Mr. Passman. But where there is no indication th at the tremendous 

outpouring of dollars has accomplished what we desired.
Mr. Gordon. 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 public funds on our part.  There have been big 
Expor t-Import Bank loans bu t 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 th at a sta temen t of fact?

Mr. Gordon. Tha t is 10 years, including‘the Expo rt-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. Passman. Whom do we blame for that?
Mr. Gordon. I think the blame has to be put on the economic and 

social struc ture of the countries. This is what the present program 
is designed to try  to work out.

Mr. Passman. What if it does no t succeed, and we find ourselves 
as bus ted as they are? Where do we go?

Mr. Gordon. I think we would be in very b ad shape.
Mr. Passman. You do not quarrel with the statistics I had this 

morning. Do you quarrel with the accuracy of the gold state men t 
and the dollar estimate, and the increases in our spending, as given 
this morning? Did you see those statistics?

Mr. Gordon. I saw the first set, Mr. Chairman. You called my 
special a ttention to the gold and  dollar statis tics and those, as far as 
1 know, are entirely accurate.

Mr. Passman. Do you see how wild this Congress has been in the 
last 8 years about  spending in this great period of prosper ity? 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 tha t. 
Those things worry me, and I was quite honest when I said to you, 
a man with your great experience in economics, th at 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. Taber. Mr. Chairman, I have been looking in this bill to find 
something specific about  the authorization. There is nowhere in this 
bill a specific auth ority  for any of the operat ions th at have been set up. 
This is the  a uthority 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. Gordon. Yes, sir.
Mr. Taber. 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. Gordon. Mr. Taber,  may I call your attention to section 
1(b)(1). That section:

* * * (1) * * * urges the  President  thro ugh  our constitutional processes to 
develop cooperative programs  on a bila teral  or multil ate ral  basis which will set 
for th specific plans  of action designed to  foste r economic progress and  improve
ments in the welfare and level of living of all the  peoples of th e American Republics 
on the  basis of jo int  aid, mu tua l effort, and  common sacrifice.
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Th at is wha t we are proposing here.
Mr. Taber. I do not  believe tha t is broad enough language to cover your operations. It  is not specific enough.
Mr. Gordon. My at tention 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:
* * * Th ere  is a nee d for a plan  of hem ispheric  dev elo pm ent, open to  all Am erican  R epu blic s, w hich cooperat e in  such plan, bas ed upon  a s tro ng  productio n effo rt, th e exp ans ion  of fore ign trad e,  th e cre ation  an d ma in tena nc e of in te rnal  financ ial stab ili ty , th e grow th of free econ omic  and socia l in st itu tio ns , and th e deve lop me nt of economic cooperation , inc lud ing  all possible ste ps  to  est ab lish an d maint ain eq ui tab le ra te s of exc han ge an d to  br ing  ab ou t th e progressiv e eli minat ion of tr ad e ba rri er s.
Mr. Passman. Are you finished?
Mr. Taber. Frankly, that  does not satisfy me.
Mr. Passman. Let us get an interpreta tion 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. Alexander. Mr. Chairman, will you yield?
Mr. Passman. Certainly.

PROGRAM FOR AID TO EDUCATION

Mr. Alexander. Doctor, I understand that a sizable amount of this money will be spent to improve your schools.
Mr. Gordon. That is right.
Mr. Alexander. Wha t 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. Gordon. This varies from country  to country, Congressman. In general, the primary  schools, to the extent that they  exist, are State financed. Tha t 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 o ther private schools as well. The universities, for the most par t, are public institu tions  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 tha t we are prohibited from doing in the United States  on account of the  Constitution?
Mr. Gordon. 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. .

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 a t a much lower stage.

Mr. Passman. I owe you an apology. I have a hard time ge tting 
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. Gordon. There may be a case in which a technical school 
supported by a religious denomination in Latin America might  be 
the best insti tution for receiving some support  from these funds. I 
do not know whether  that would be permissible in this count ry or 
not, but the same constitut ional provisions th at apply in th is country 
obviously do not apply in Latin America. Each has its own con
stitut iona l l imitations.

Mr. Passman. This program is qui te flexible, is it  not?
Mr. Gordon. Yes.

STUDENT POPULATION OF LATIN AMERICAN COUNTRIES

Mr. Alexander. I wonder if you will pu t in the record by  country 
the number of pupils that  are in public schools supported by the 
sta te and the number  of pupils tha t are in schools in that country 
supported b y priva te or church organizations?

Mr. Gordon. Certainly .
(The information follows:)

N u m b e r  o f  P u p il s  in  P u b lic  and  P r iv a t e  S ch oo ls  in  L a tin  A m er ic a

The most authoritative statis tics available comparing the number of students 
attend ing public and private schools in Latin  America are those compiled for a 
1960 UNESCO study, entitled  “La Situacidn Educa tiva en America Latin a.” 
According to this study, most priva te schools in Latin  America are church 
sponsored, while some are sponsored by priva te 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 lates t year available, in most 
cases for the school year 1954-55; while the tota l number of students has no 
doubt  increased in subsequent years, it does not appear  that  the proportion of 
students attend ing public, as contras ted with private,  schools has changed 
significantly.
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[T ho usan ds  of s tu de nt s]

C ou nt ry

A rg en tin a. ..
Bol iv ia____
Brazi l_____
C o lo m b ia - 
Co sta  R ica..
C hi le ______
Ecu ad or ___
E l Salvad or.  
Gua tem ala ..
H a i t i .. ........
H on du ra s. ..
Me xic o____
N ic ar ag ua ..
Pan am a___
P ara guay .. .
Per u______
U ru guay .. ..  
Ve nezuela . .

Tot al  
st uden ts  

reg ist ered  1

Regis ter ed  
in  p ub lic  
schools

Reg istere d 
in pr ivate 

schools

3,179 2,858 321
161 154 7

5,512 4,316 1,195
1,274 1,040 235

154 143 11
1,090 732 358

449 359 90
223 205 18
227 183 44
218 149 69
135 n. a. n.a .

3,638 n.a. n.a.
124 105 19
162 145 17
285 n.a. n. a.

1,181
310

1.045 136
n. a. n.a.

640 533 107

1 Includ ing kind erga rte n,  pr im ary,  sec ondary,  an d univ er si ty  re gi st ra nt s b u t exc lud es regi st rant s in  spe cia l schools an d adu lt  educa tio n courses.
N ote .—Num be rs  m ay  n ot  add  d ue to roun ding .

Mr. Conte. Would the gentleman yield?
Mr. Passman. Yes.
Mr. Conte. In some of these countries, all they have are parochial schools?
Mr. Gordon. I do not think that  in any country there are no public schools. In some cases, particu larly at the secondary level, the main form of schooling is-----
Mr. Conte. Supported by the country?
Mr. Gordon. 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 Consti tution  in this country. Th at 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 interes ts of building up the economy of the country?
Mr. Gordon. No, sir. In the case of the Inter-American Develop

ment Bank, it is all loans except for technical assistance. The technical assistance tha t they give m ay be on a grant basis bu t not the project assistance.
Mr. Passman. What  would i t be?
Mr. Gordon. Excuse me?

LO AN S TO BE  RE PA YABL E TO TR US T FU ND

Mr. Passman. Would i t be on a loan repayable to the institut ion and not to any agency of the U.S. Government?
Mr. Gordon. It  is repayable into the same trust fund that  would be set  u p; tha t is right.
Mr. Passman. I make a statement of fact?
Mr. Gordon. Yes, sir.
Mr. Passman. So the record will show there has been an answer to my question, the funds are paid back into this Tru st Fund of the  Inter-American Development Bank and not to the U.S. Treasury?
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Mr. Gordon. Th at is right.
Mr. Passman. We still have the same opinion tha t 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. Gordon. As I said yesterday, I do n ot think  we will ge t sub
stan tial repayment  in dollars.

Mr. Passman. You did not indicate any. Tha t is exactly what we 
are trying to pin down. It  is either yes or no, according to your 
statem ent.

Mr. Gordon. Mr. Chairman, I thought I explained yesterday.
Mr. Passman. If you did, 1 did not quite understand.
Mr. Gordon. Let me try  to explain now, if I may.
At some point, if this program is successful, there will be an end to it. 

I do not know at what  point, but  when that time comes, the Tru st 
Fund will be liq uidated. The Trust Fund may at th at time have some 
dollars in it and if so we will get them. This is 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 case on this statement, at page 3, 
where you say :

The United States in advancing funds to  the  Inter-Amer ican Developmen t Bank 
will no t expect repaym ent  of funds to the  United  S tates .

Mr. Gordon. That is right.
Mr. Passman. Continuing to quote:
Our hope and  expectation is for re pay ment in the  increased  str eng th and  growth 

of democratic  ins titu tions in the free societies of our Latin American neighbors.
Mr. Gordon. Th at is right.
Mr. Passman. Would it not be b ette r to rest the case on tha t, and 

not have some of the overburdened American taxpayers look for some
thing in return tha t is not coming in?

Mr. Montoya. Would the Chairman yield?
Mr. Passman. Happy to.

G RA N TS BY  T H E  B A N K  FO R  T E C H N IC A L  A SSIS T A N C E

Mr. Montoya. 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  addi tion t he  Adm inis trator shall utilize  the  resources of th e Fund  to prov ide 
technical assistance rela ted  to projects in the  fields set for th in section 1.04 and  
technical assistance rela ted  to the mobilizing of domest ic financia l resources and  
the  strengthenin g of financial inst itut ions.

Mr. Gordon. Th at is right.
Mr. Montoya. I interpreted the phrase “to provide technical 

assistance” to be not a loan but  an outrigh t gran t.
Mr. Gordon. The technical assistance, Congressman, can be on a 

grant,  loan, or a reimbursable basis as the Bank negotiates  it with 
the-----

Mr. Montoya. I was just getting  to that.
In your statement on page 3 under subdivision (A) you indicate  

that :
The Bank shall provide loans on flexible term s and  conditions, including repay

men t in local currency, and  may provide technica l assistance on a grant, loan, 
or reimb ursab le basis.
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Mr. Gordon. That is right. Th at 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 tha t you were seeking these funds so tha t loans could be made repayable in local currencies or hard currencies in the discretion of the  Bank?
Mr. Gordon. Tha t is right.
Mr. Montoya. 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. Gordon. I do no t think so, Congressman. I said in the presentation tha t the Bank had been assigned responsibility for those fields where the resources would be provided mainly on a loan basis. By “main ly” on a loan basis, I mean the projec t part of the thing as distinguished from the part that  would be on a loan basis.
Mr. Montoya. Where is the authorization for a g rant?  The preamble specifically reads:
Any ass ista nce th a t ma y be rend ered  un de r th is  prog ram for  th e progress th a t yo u an tic ipate or hope for  in Lat in  Am eric a sha ll be on a bi la te ra l or a mu lti la tera l bas is.
Mr. Gordon. Yes.
Mr. Montoya. That is the authoriza tion?
Mr. Gordon. That is right.
Mr. Montoya. I do not  agree that  the preamble is an authorization bu t that  is for somebody else to decide. If it is on a bilateral or a multi latera l basis, then there is no authorization for an ou trigh t gran t, which is a  uni lateral  proposition, is tha t correct?
Mr. Gordon. I think, Congressman, that the expression bilateral or multilateral means administered bilateral ly 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 multi latera l institu tion.
Mr. Montoya. I do not  thin k the Congress had that  in mind when i t authorized this program. You say, I give it to you and you hand it over, and therefore it is bilateral?
I do not  think the Congress contemplated the word “bila teral” to mean that.
Mr. Gordon. I have always understood that  the word “bilateral” meant between us and the recipient countries.
Mr. Montoya. The word “bila teral” is a contract and means a quid pro quo?
Mr. Gordon. Tha t is right, sir.
Mr, Montoya: Here the quid pro quo you are trying to interpose is a case where I give you something, you take it, and your taking  is the  pro quo?
Mr. Gordon. I would agree, Mr. Congressman, this would be unilatera l. This is not what is meant  by unilateral. When we talk abou t self-help measures, we mean on any particu lar project tha t the country make a real contribu tion and a substantia l contribution. This is b ilateral in tha t sense. Of course, if it is outside of aid provided by the ICA, the part outside that  is unilateral. The bilateral portion negotiated, or the project as a whole, is a bilatera l project. A multilate ral project is th at  worked out by the multilateral institutions; namely, the Bank and, of course, the recipient country. In this case, the recipient country has to p ut up a real quid pro quo and not just  take a loan.
Mr. Passman. Will the gentleman yield?
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Mr. Montoya. Yes.
Mr. Passman. Wha t is the total  contribution, either in gold, 

dollars, or local currency, to this particular  tru st fund in the Inte r- 
American Development Bank?

Mr. Gordon. Our proposed contribution?
Mr. Passman. No; the other  countries. What is thei r tota l 

contribution?
Mr. Gordon. This tru st fund would be established entirely with 

U.S. funds.
Mr. Passman. Enti rely  with U.S. funds?
Mr. Gordon. Th at is right.
Mr. Andrews. Let me ask one question.
Mr. Passman. Surely.
Mr. Andrews. Doctor, after the loans have been repaid, do the 

repaid funds re vert to the trust fund?
Mr. Gordon. That is right.
Mr. Andrews. Can they be reloaned without any further action 

on the  par t of the  U.S. Government?
Mr. Gordon. No; the y 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,  ju st as the  original loans were.

Mr. Andrews. Will the funds from the  repaid  loans ever be re
turned to the U.S. Treasury?

Mr. Gordon. Only upon liquidation of the tr us t.
Mr. Passman. That is only if there are any funds?
Mr. Gordon. Yes.
Mr. Montoya. Mr. Chairman?
Mr. Passman. Yes.

C O N T R IB U T IO N S TO  C A PIT A L  S T R U C T U R E  O F IN T E R -A M E R IC A N  B A N K

Mr. Montoya. I do not know whether  this has been covered 
because I was on the  floor in connection with a bill pending, b ut what 
commitments have been fulfilled by way of contribution by the 
partic ipating countries in this Bank?

Mr. Gordon. In the  regular capital  of the Bank?
Mr. Montoya. Yes.
Mr. Gordon. All of them except for Cuba, which is not a member, 

and the  Dominican Republic, which has not paid its subscription. 
All the  others have paid on schedule the amount due in October. 
That was the  first installment.

Mr. Montoya. Will you insert in the  record the  amount of their 
contributions?

Mr. Gordon. Certainly.
Mr. Montoya. And when it was paid?
Mr. Gordon. Yes.
I thin k t ha t actual ly the document that  Secretary  Dillon promised 

yesterday gives th e schedule of contributions by all countries.

G RA N T A ID  AND LO A N  R E PA Y M E N T S M ADE BY LA TIN  A M ER IC A N  
C O U N T R IE S

Mr. Montoya. Would you also insert in the  record the record of 
each country on any outstanding loans to any of our governmental 
institu tions?
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Mr. Gordon. Yes, we can do th at.
Mr. Passman. Would you supplement the request of the gentleman 

and also inser t in the record the grants,  if any, and the loans we made 
to each one of the countries who made a contribu tion to the Inte r- 
American Development Bank?

Mr. Gordon. I think  that is already in the presentation book, 
Mr. Chairman.

Mr. Passman. We want it in the record. Will you accommodate 
us because, as it is, I cannot pull it all together.

Mr. Gordon. Surely.
(The information follows:)

U.S . bilateral economic assistance to 18 La tin  Am eric an countrie s: Total assistance, 
grants , loans, and repa yments on loans, fiscal years 195 1-60

[In  mi llio ns of dollars]

To ta l for 18 co un trie s.

Argen tin a................................
Bo liv ia___ ______________
Brazil___________________
Ch ile ..................— .............-
Co lom bia _______________
Co sta  Rica_____ _________
Ecu ad or ..................... ............
E l Sa lva do r____________
Gua tem ala____ ____ ______
H ait i_______________ ____
Hon du ra s...............................
Mexico____ _____________
Nicarag ua __ ____ _______
Pan am a_____ _____ ______
Pa ra gu ay ...............................
P eru ___ ____ _____ ______
U ru gu ay .................................
Venez eula_______________

Ec onom ic assis tan ce  1

Pr incipa l 
co lle cti on s2

Tot al Grant s Lo ans

3,347.9 683.5 2,664.4 867.5

357.5 1.8 355.7 68.4
169.8 158.7 11.1 7.5

1,124 .4 57.7 1,066.7 429.7
224.1 59.4 164.7 72.5
202.7 32.8 169.9 39.3
65. f» 42.3 23.3 4.6
52.9 17.7 35.2 14.4
8.3 8.3 .9

107.8 92.7 15.1 1.0
68.6 39.9 28.7 2.0
32.3 18.0 14.3 . 1

460.6 30.3 430.3 160.8
36.2 21.0 15.2 1.8
55.5 38.3 17.2 3.6
36. 8 16.3 20.6 4.0

273.8 44.6 229.2 31.7
46.2 2.3 43.9 12.4
24.8 1.4 23.4 12.8

1 D at a on econom ic a ssi sta nce in clu de  ob lig ati ons or o th er  co mmitm en ts  for gran ts  and  lo ans of 5 ye ars or mo re und er  th e m utu al  sec ur ity  prog ram , P ub lic L aw  480, Exp or t- Im po rt  B an k a nd  oth er  sm all er p rogram s.2 Pr incipa l colle ctio ns includ e coll ections  ag ains t long  te rm  loans au thor ized  f rom  1934 to da te . In te re st  collec tion s a re  n ot incl ud ed  in  t hi s table.

U .S . PR IV A TE IN T E ST M E N T  IN  LATI N A M ERIC A

Mr. Rhodes. Mr. Chairman, in addition, if the Governor will 
yield, we should have a breakdown of spending in the private sector, 
particula rly capital contributions or plants  built by private  indust ry 
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. Gordon. Ten vears.
Mr. Rhodes. Would it be possible to get comparable figures for 

spending in the private sector?
Mr. Gordon. What we could give you is the figures on the flow of 

private  investment funds from the United States by countries and 
by years.

Mr. Rhodes. I think tha t is fine.
Mr. Gordon. We could not give it  by individual plants.
Mr. Rhodes. I know; th at would be too voluminous and unneces

sary.
(The information follows:)
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U.S. direct private investment in  20 Latin  American  republics—Net capital outflow 

from  United States (excluding undis tributed subsidiary earnings')
[I n  m il li on s of d ol la rs l

[R e tu rn  fl ow  to  U n it e d  S ta te s in d ic a te d  b y  m in us si gn ]

1950 1951 1952 1953 1954 1955 1956 1957 1958 1959

L a ti n  A m er ic an  R ep ubli cs , to ta l- 40 166 277 117 88 193 592 1,163 299 338
A rg en ti n a____________  . _________ 15 —9 g 4 —5 9 0 ) 21 g 45B ra z il _________________  _________ 20 92 125 —35 —6 30 55 53 32C h i l e - _________ _________________ 22 40 37 26 —28 1 33 28 23 35C o lo m bia ________ ______  __ . —7 11 20 1 33 16 24 12 g 10C u b a ____________  ________________ 7 13 5 —5 27 15 28 88 20 62D om in ic an  R ep u b li c____ . . ____ .  . . . 1 11 —7 —6 10 —5 4 —16 5 7
H o n d u ra s ..  _______________________ 1 14 2 7 —1 3 11 —10 4 5
M ex ic o_______________________________ 25 24 — 10 7 14 51 33 65 10 g
P a n a m a .—  ____________  _________ - 1 —38 —48 —11 13 22 3 2 15 2 31 2 19P e ru . _ ________ ____ ________ ____ —9 17 28 39 —13 7 27 50 30 17V en ezu e la .. . _______________________ —39 — 16 115 93 46 31 350 826 140 97O th er R e p u b l ic s _____________________ 5 6 1 - 3 - 3 12 24 31 24 26

1 l e s s  th a n  $500,000.
2 E xclu des  in v est m en t in  Pan am a- fl ag  sh ip p in g  ow ne d b y  U .S . co m pan ie s fo r th e  yea rs  1957-59. Suc h in v e stm en t is  i nc lu ded  fo r ea rl ie r ye ar s.

LO ANS AND GRA NTS  FO R  ED U CA TIO N A L PR O JE C TS

Mr. Passman. Doctor, I am not sure whether  we have asked this 
question, but under the flexible policy of the Inter-American Develop- 
Bank Trust Fund, could th e Bank make loans for the same projects 
for which the ICA is going to make grants?

Mr. Gordon. No, sir.
Mr. Passman. How are you prohibited?
Mr. Gordon. With one exception and that is in the educational 

field we do have a provision tha t the Bank may make what are called 
supplem entary loans in certain advanced education projects tha t the 
ICA might be making grants for. We have in mind a particular 
Chilean univers ity project where they have rather  large figures in 
mind. They would like to have a par t 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 you could not? I thought 
it was flexible enough so you could do jus t about  what you wanted 
to do, as long as the project met with the approval of the Board of 
Directors  of the Tru st Fund of the Internat iona l Development 
Agency.

Mr. Gordon. Mr. Chairman, the fields of activi ty are not flexible 
in th at sense. They are specified in section 104 of the trus t agreement 
and those fields are different from the fields tha t are specified for ICA action.

Mr. Passman. Why could we not be jus t as specific with the 
$100 million in ICA?

Mr. Gordon. We are, as far as the fields are  concerned.
Mr. Passman. But  I am speaking about projects. Would it not 

be possible tha t 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. Gordon. Yes.

67 61 5— 61------ 9
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BA SIS  OF ALLOCATION OF FU ND S BE TW EEN AG EN CIES

Mr. Passman. Had it required  $500 million to establish the trust 
fund, you would have used the $500 million. How could you establish 
tha t 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 
author ity? How are you going to define the activities  of one against 
the other?

Mr. Gordon. Mr. Chairman, let me distinguish several points: 
First , there is the question of authori ty for the $500 million as a whole.

Mr. Passman. Tha t is a single authori ty?
Mr. Gordon. Tha t is a single authority.
In our view it clearly covers expenditures in all of these things.
Mr. Passman. Am 1 correct in assuming tha t had it required the 

entire $500 million to establish this trus t fund, then you would have  
used it?

Mr. Gordon. I do not  think so for this reason:-----
Mr. P assman. If this required the full amount, and such need were 

established, you would not have used it?
Mr. Gordon. Mr. Chairman, if all of the needs in the social develop

ment field were in fields of activity  tha t 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. Gordon. 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. Gordon. It  added up to  much more than  $500 million.
Mr. Passman. The selected projects amounted to $611,996,000,. 

Why did you not put  it all in there?
Mr. Gordon. Because it is clear to us th at there are very important 

needs in the field of education and training  and public health  which 
are not suitable for administrat ion by the Bank.

Mr. Passman. You do not think ICA at present is broad enough 
to cover those fields?

Mr. Gordon. ICA is. I do not  think the Bank is.
Mr. Passman. Why d idn’t you handle this under ICA, rather than  

mixing this technical aid up under the special project? That is what 
we cannot understand.

Mr. Gordon. Let me try  to explain.
Mr. Chairman, the way in which we star ted, and this goes back well 

into the period of the preparation  for the authorization bill, the way 
in which we star ted 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 
Bogota in considerable detail. They include, broadly speaking, these 
five headings, land settlem ent, improved land use, housing, water 
supply and sanitation, education and training and public 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 tha t the first three of those five could be 
effectively handled by the Bank.

Mr. Passman. What would the tota l of those amount to?
Mr. Gordon. Could I finish?
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Mr. P assman. Yes. I do not want to interrup t your line of thought.
Mr. Gordon. I will come to tha t in the righ t 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. Gordon. 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 tra ining 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. Gordon. No, sir.
Mr. Passman. Then , Doctor, I think the committee would like to 

understand the spread on table I. Take your initial tota l on page 1, 
and go down to table II  where you refine it  to  a to tal of $611,996,000 
for IDB and $186,407,000 for ICA, a total of $798,403,000.

Mr. Gordon. That is right.
Mr. Passman. Do you agree wi th 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 i t not have been be tter  to 
have requested $500 million, then to come under the ICA regular 
appropriation for the  item that  is going to be under ICA?

Mr. Gordon. No, sir, because both of these types of need have to 
be met.

Mr. Passman. You have the  othe r one operating. You are dealing 
with an unfunded item of $611,996,000. I can assure you tha t 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. Gordon. Mr. Chairman, if I had been convinced tha t the  Bank 
would be an efficient operating agency for the entire program, I 
assure you——

Mr. Passman. If they are not efficient on one p art  how could they 
be on another?

Mr. Gordon. Because these are different type projects.
Mr. Passman. Why did n’t you go to ICA and permi t the committee 

to consider i t in an orderly manner under ICA? We are very sym
pathe tic 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 d idn’t you go over to ICA with this, so we could consider it in 
an orderly manner, and not mix i t up like a Mulligan so nobody could 
unders tand it?

Mr. Gordon. 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 tha t they now engage 
in under the technical assistance programs. I think  perhaps if 
Mr. MacPhai l would respond to tha t now——
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Mr. Passman. You are saying again that , even though it will be 
administered by ICA, present authoriza tion of ICA is not broad enough 
to handle it?

Mr. Gordon. Tha t is right.

E X PA N S IO N  OF P R E S E N T  IC A  T E C H N IC A L  A SSIS T A N C E  PR OGRAM

Mr. Passman. So you are g etting  the technical aid of ICA started 
up on a new field of endeavor altogether?

Mr. Gordon. I would not say a new field of endeavor-----
Mr. Passman. They cannot  handle i t 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. Gordon. I would call it a new scope.
Mr. Passman. New what?
Mr. Gordon. Breadth , if you will. It  depends on how you use the 

word “field.”
Mr. Andrews. May I ask a question?
Mr. Passman. Yes.
Mr. Andrews. Doctor, on “ Confidential,” page 3, you show a table 

for a grand total  of $798,403,000.
Mr. Gordon. That is right .
Mr. Andrews. That is a total of the bank projects plus ICA. Then 

the table on page 2 shows a grand tota l of $1,225,035,000.
Mr. Gordon. That is right.
Mr. Andrews. What is the difference in those two tables? One is 

labeled “Summary of initial proposals” and the other, “Summary of 
selected proposals.”

Mr. Gordon. That is right , sir. The $1,225 million in table I 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 i t October 
20. Some of those, on examination, seemed to us clearly were not in 
condition for fur ther serious examination. We therefore made a pre
liminary selection and tha t 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. Andrews. That is for the selected proposals?
Mr. Gordon. That is right .
Mr. Andrews. In other words, these were requests tha t came in 

from the individual countries totaling $l,225-million-plus.
Mr. Gordon. They were not, strict ly speaking, country requests. 

They were what came in from our missions afte r discussion with the 
governments. In many cases they are projects requested by the 
Government.

In other cases they are the  mission’s estimates of what a par ticular 
project might amount to.

Mr. Andrews. Do you think tha t the maximum amount tha t could 
be spent through these two programs, the Bank and ICA, would be 
this figure of $1,225 million?

Mr. Gordon. The maximum—what period of time?
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Mr. Andrews. 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. Gordon. That is right. Well, I would be very dubious in
deed tha t e ither the Bank or we would want to, even if you approp ri
ated enough funds, and of course, you are not authorized to appro
priate tha t much now-----

Mr. Andrews. Over $500 million.
Mr. Gordon. If you were authorized to appropriate a billion and 

a quarter and you actual ly appropriated it, I do not believe tha t 
funds in tha t magni tude could be usefully negotiated into specific 
projects  in the next couple of years.

Mr. Andrews. I wish you would give us for the record or now if 
you can, one or two projects tha t you deleted from this summary 
of initia l proposals.

Mr. Gordon. This screening was done in the ICA.
Mr. Andrews. It  appears some of it was done by the Bank.
Mr. Gordon. 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 activ ity 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 
adminis tration?

Mr. Gordon. These proposals?
Mr. Passman. Yes. That was under the general supervision of 

ICA personnel?
Mr. Gordon. This was done by personnel from the Departm ent 

of State  and the ICA working together.
Mr. Passman. The same people who handle the regular appro

pria tion  under foreign aid worked up these justifications and statistics?
Mr. Gordon. That is r ight.
Mr. Passman. I quote from page 1358 of the hearings las t year:
Mr. Grant. Sir, I do not  have  an exact listing  of all the  projects cur ren tly 

underway in fiscal yea r 1960. It  would be something  in the  neighborhood of 1,500.
Mr. Passman. Separate projects  being carried on under the  techn ical coopera tion  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 tha t 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. Gordon. Yes.
Mr. MacPhail. The circular 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 Bogota. We got back from the
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field a great number of, you might call them, generalized ideas and 
a resul t of tha t 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 
tha t came in which normally would be on the surface, appear to be 
better for financing by DLF, IBRD, or the Expo rt-Import  Bank. 
Those were taken out.

Mr. Passman. In ICA you have such projects as snake milking. 
They had a demonstrat ion in one of the countries where they milked 
the rattlesnake  and o ther poisonous snakes.

Mr. Andrews. Tha t is one of the best projects they have.
Mr. Passman. This is not for levity  but  for the record. This is 

one of thei r projects, snake milking, and there are many others.
Who went through this to see whether  or not there will be a dupli

cation?
Mr. MacPhail. 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 
mutua l security activities in the country so tha t 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 LO ANS IN  SO CIA L D E V E L O PM E N T

Mr. Passman. You did refer some of them over to ICA, did you 
not, for proper refining through DLF?

Mr. MacPhail. Some of these already had been proposed in par t 
to DLF.

Mr. Passman. A certain part of this  was referred to the DLF? I 
refer to the initial consideration.

Mr. MacPhail. 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. MacPhail. No. The projects tha t 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. MacPhail. No, but -----
Mr. Passman. Did you say “No”?
Mr. Gordon. Mr. Chairm an—
Mr. Passman. Would you mind—since ICA and all of this is in

volved, may we have the answer?
Mr. MacPhail. 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 interna tional 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. MacP hail. If it is possible for them to obtain  borrowing for 
projects of this  nature, then  in tha t case we would n ot be proposing 
financing.

Mr. Passman. Then how do you arrive at your own jus tification, 
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. Gordon. Mr. Chairman.
Mr. Passman. I want  to  apologize to you.
Will you answer me?
Mr. MacPhail. 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, agricul tural credit, credit for 
housing and housing and home finance programs, et cetera. I believe 
Mr. Dillon testified yesterday that that  activ ity of the DLF would 
cease with the availability of these funds; that this was an interim 
measure under taken  by the DLF in these important fields of social 
development and change.

Mr. Gordon. Could I  supplement tha t, Mr. Chairman?
Mr. Passman. I just  believe tha t 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. T aber. 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  is almost like a crazy 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 sta tement 
and my question, first, this is not dealing with security. We are 
dealing with economic aid to these countries; is that right?

Mr. Gordon. That is right.
Mr. Passman. Why do you have everything stamped confidential?
Mr. Gordon. Because we were afraid if these tables and the lists 

of projects were to become generally available, it would be regarded 
that  the executive b ranch 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. Taber. 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 II  and X  country 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 II  
where nothing was listed in table I for this item.

Is it a crazy quilt proposition? It  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. Gordon. These tables were not designed to be put  in the record, Mr. Taber.
Mr. Taber. I wouldn’t think  so.
Mr. Gordon. The first tabula tion 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 appropria ted.
The figures in table II  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. Gordon. In the Y case I have in table I, $59,140,000 under rural  living and land use and the same under table II.
Mr. Passman. We have $51 million, page 3, table I I, and $41 million in table I.
Mr. MacPhail. I think I can explain tha t, Mr. Taber. The original 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 tha t 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 projec t and the same general area of Y, so tha t the total of the two is the same but  in the second table they are classified under rura l living and land use.

Mr. Gordon. Could I come back to one point in connection with the DLF activities, Mr. Chairman? Mr. Dillon testified in August 
of last year, tha t certain projects in the social development categories could be done under the existing author ity of the DLF and would be undertaken on an interim basis pending appropriations for this fund by the DLF. This accounts for the fact tha t 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. Tha t is correct. I wanted to help the gentleman get his record straight because he stated tha t 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, colonization 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 partic ipant  nation?

Mr. Gordon. May I call your attention——
Mr. Passman. I can only follow one at a time. May  I have an answer? Am I right  in assuming th at you were incorrect earlier; even 

though they have unliquidated funds they would be eligible to file for funds under the new program?
Mr. MacP hail. To the point the availabi lity under DLF and 

Expo rt-Im port  Bank were programed to specific activities under agreement to carry out certain operations—•—•
Mr. Passman. They would be eligible, then?
Mr. MacPhail. They would be eligible to use those availabilities.
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Mr. Passman. Of course, as long as we can prin t 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 authori ty or money, either. It  may not have 
much value but there will be money available.

Mr. Gordon. May  I  make a comment on this one, Mr. Chairman?
Mr. Passman. Please do.

PROVISION RELATING TO LOANS FROM OTHER SOURCES

Mr. Gordon. There is a provision in the trust agreement, section 
201-D, page C-4, which states :

Before committ ing the sources of the  Fund  to any  prog ram t he  Adm inist rator 
shall tak e into  account whethe r the financial and/or techn ical assistance can be 
obtaine d from nat ional or inte rna tional  agencies or from private sources on te rms  
which in the  opinion of the Adm inis trator are reasonable  for the  recipient 
considering all per tinent  factors.

With respect to this Colombian project in particu lar, it seems to 
me clear th at 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 credit and the 
Bank is asked to help finance and set up the r ight  kind of agricultural 
credit institu tions, 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 sta rt a road in a different 
direction?

Mr. Gordon. I would say if additional land settlement indicated 
the need for additional roads that  would be entirely proper, too.

Mr. Passman. I do no t 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. Gordon. 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. Gordon. That is right.

PARTICIPATION BY CHILE IN PROGRAM

Mr. Passman. Is Chile eligible to partic ipate  in this program?
Mr. Gordon. Yes, sir.
Mr. Passman. I notice on page 1 of your confidential materia l—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. Gordon. 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 
Chile.

Mr. Gordon. Yes.
Mr. Passman. Will you tell us why?
Mr. Gordon. I can tell you, or  perhaps Mr. MacPhail can.
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Mr. Passman. Jus t briefly. You do not have to elaborate at length.
Mr. Gordon. The reason for this is tha t as you know, in connec

tion with the Chilean earthquake disaster we are asking separate ly 
for a $100 million loan provision for Chilean earthquake rehabi lita
tion. Actually, it happens that there are a number of Chilean projects 
in the Central  Valley A uthority of the earthquake zone and I do no t 
think it should be ruled out tha t some of those would turn  out to be worthwhile.

Mr. Passman. It  is yet to be established, though, is that correct?
Mr. Gordon. 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. Gordon. 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 jus t 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. Gordon. No, sir. The $— million pu t in here by the Chileans 

is all outside of this earthquake disaster region. It  has nothing to do 
with ear thquake  reconstruction and rehabilitation . It  is in the central 
and northe rn areas of the  country which were n ot in the earthquake  zones.

Mr. Passman. We won’t cross tha t bridge until  we get to it. I 
thin k I remember reading that  the Chilean Legis lature had proposed 
a certain figure, a tax increase for this rehabilitation  program, and 
then Uncle Sam passed an authorizat ion indicating willingness to 
help. They reduced tha t tax request by ju st about  the same amount that  we authorized. You are familiar with those figures?

Mr. Gordon. I am not familiar with the sequence of events. I 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 authoriza tion setting  up $100 million. Then they  reduced their 
reques t by just about  the same amount.

Would you check into that so when we get into it we will have firm 
answers?

Mr. Gordon. 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. MacPhail. We will check it.
Mr. Passman. I cannot r ead a shaking of the  head.
Mr. Gordon. 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 unders tanding 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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Wednesday, March 22, 1961.

ICA  PROGRAM FOR UT ILIZAT ION OF $10 0  M IL LI ON ALLOCATION

Mr. Passman. Mr. Gordon, what  section, or department,  of the 
ICA  will adminis ter the $100 million allocation, from the tota l esti
mate, if it  is approved by the committee and the Congress?

Mr. Gordon. I would like the ICA  representatives to speak to tha t 
under the present organiza tion, 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 substantia l reorganization of the entire 
administra tive arrangements in the  foreign aid field.

Mr. Passman. Would you suggest tha t we suspend hearings unti l 
we know more about what is proposed, then  ? If  that be true, it seems 
that w’e are spinning our wheels.

Mr. Gordon. I thin k tha t would be a great misfortune.
Mr. P assman. Then could you indicate for us your plans, prio r to 

the reorganization ?
Mr. Gordon. That is what  I  wanted to call on the ICA  representa 

tives to describe.
Mr. MacP iiail. The $100 million requested here fo r the ICA would 

be administered within the existing framework of the ICA  organiza
tion, specifically, the Office of Lat in American Affairs, our regional 
office with responsibility  for the admin istrat ion and development of 
other ICA  admin istrative programs in Lat in America, would have 
tha t responsibility.

Mr. P assman. There  are 22 different sections of the mutual securi ty 
program. It  could be adminis tered by any of them. We want to 
know, specifically, what  section, whether it is defense support, techni
cal aid, or whether it is unde r various other subagencies within the 
Inte rnation al Cooperation A dministration. Specifically, under what 
section would it come?

Mr. MacP iiail. We are no t organized on a functional basis. We do 
not have groups which a re 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 t ha t how loosely organized you are?

Mr. MacP iiail. No, Mr. Chairman.  Our goal is to a ttempt to ut i
lize the  various appropriations, defense support, technical assistance, 
and so forth, to develop, insofar as possible, a balanced country pro
gram.

Mr. Passman. I t is impossible for you to te ll us specifically at this 
time what  division of the ICA will adminis ter the program?

Mr. MacP iiail. The person directly  responsible for  adminis tering 
this program as head of the Office of Lat in American Affairs wil l be 
Mr. Key Hil l.

Mr. P assman. In  what capacity is he employed ?
Mr. MacP iiail. Director for the Office of Lat in American Affairs. 

He has under  h im a staff composed of a program staff and desk offi
cers who follow the individual country programs. He is responsible 
for recommending to the D irecto r of  the ICA  the  programs proposed 
for Lat in America and for implement ing them during the course of 
the year.
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Mr. Passman. Then it could go to several different sections of the ICA, when you finally get the program working.
Mr. MacPhail. The ultimate responsibility  wfill 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 oppor tunity to check into the leg
islative authorizat ion which we were discussing yesterday, for the

Off the record.
(Discussion held off the record.)
Mr. MacPhail. 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. Taber. You do not say for  what purpose.
Mr. Passman. I  am not gett ing my question through. There is a 

question as to whether you have the legal righ t, or whether you are 
prohib ited by law from using these funds on projects.

I shall quote from the law again. Technical cooperation, general 
author ization for assistance authorized by section 304, $150 mill ion :
Provided, Tha t no par t of this appropria tion shall be used to initia te any projec t or activity which has  not been justified to the House of Representat ives and the Senate.
How are you going to get by tha t 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 ultima te cost.

I t was requested yesterday tha t you check with your legal people 
and give us your interpre tatio n of tha t law as i t would apply to the $100 million.

Mr. MacPhail. Specifically we feel we have auth ority  under this 
legislation to proceed with the program set for th before you. This par ticu lar  provision quoted applies to the “Technical cooperation” 
appropriation within  the Mutual  Security Act.

Mr. Passman. Did you seek counsel or are you jus t giving an answer in order to get further  along with the questioning ?
Mr. MacP hail. This mat ter w as 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 i t than  you do.
Since our meeting of  yesterday have you asked for a ru ling? We 

would not want you to completely ignore the request o f th is commit
tee. I t was a specific request, if I  recall correctly.

Mr. MacP hail. I t was my understand ing you would check this 
with the  Comptrolle r General.

Mr. Passman. We will check the overall authorization. We want 
you to check specifically on this.

Mr. Gordon. If  I may try  to restate the issue so we will know 
precisely what  it is we are to check on.

Mr. Passman. I will state it again, as I  am making the request.
The program had been so wuld, so loose, and so broad until the 

committee, in its wisdom, la st year decided to put in language tha t
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would prevent the star ting  of hundreds  of projects only to have 
them abandoned after we had expended considerable sums of  money, 
and likewise, to eliminate the processes of takin g deobligated funds in 
very small amounts and initi ating new projects  tha t 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. " Th at is the  
reasons for  the legislation.

You stated  yesterday  that your estimates were a guess. You did 
not know what pa rt of the $100 million would be for technical as
sistance as such, and what pa rt would be for capital improvement.

We therefore asked this question: Do you feel tha t you are pro
hibited  by the present legislation from spending funds for projects, 
or initi ating projects, which have not been justified in detail to the 
Congress? I quoted the following language from the bill itsel f:

Tech nical cooperation, gen era l author ization , for  ass ista nce  authorized by 
section 304, $150 mi llion : Provided, Th at  no pa rt  of this app ropriat ion  shal l be 
used  to in iti ate any  pro jects or act ivi ty which has  not  been just ified  to the 
House of Re presentatives  or the  Senate.

Mr. Gordon. We have not checked this specifically with the General 
Counsel but we will do so.

Mr. P assman. Than k you, sir.
(The information fol lows :)

Opinion of ICA General Counsel

Section 2 of Publ ic Law 86-735 of the  86th Congress  author izes an app rop ria
tion  to the  Pre sident  which  he may use to carry  out  the  purposes  of th at  ac t 
on such term s and condi tions  as  he may specify. Tit le 3 of the  United Sta tes  
Code, section  301 author izes the Pre sident  to empower the  head of any agency 
of the execu tive branch  to perform  any function  w hich is vested in the  P res ident 
by law. The Pre sid ent plans to uti lize  this au tho rity to empower  ICA to 
adm iniste r a port ion of the  funds app ropriat ed und er section  2.

Admin istration by ICA of funds app rop ria ted  und er section  2 of Public Law 
86-735 will not sub ject  such funds to sta tut ory lim itat ions not  otherwise gene r
ally  applicable to such funds, and  specifically these funds are  not subject to 
sta tu tory  limitat ions applicable to technica l cooperatio n funds appropriated 
under th e Mutual Security Act.

Mr. Gordon. I t is my own clear view, al though I  am not a profes
sional lawyer, that  since that language refers  specifically to funds 
appropriated  under section 304 of the Mutual Security Act, t hat  t hat  
limitation  would not apply to these funds.

Mr. Passman. That is your  interp retation. We may have other 
ideas.

We can certainly write the same prohibi tion in this bill, if you are 
going to bypass the specific language placed in the appropriation 
bill las t year to keep you from doing just  what I believe you are going 
to do if we do not so prohibi t. In  all probability, Mr. Taber, that  
is what  we will have to do.

If  you are going to ignore a specific piece of legislation tha t pro
hibits  you from doing what I believe you propose to do, us ing only 
as your reason that  you are operat ing under different legislation, not
withs tanding 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 writ ing protective  legislation in the bill.

Mr. Gordon. Respectfully I think it would be most unfor tunate 
if you were to do so because this would make it very difficult-----
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Mr. Passman. I t might be unfortunate, then. That is what I hope to do. We do no t want you to scatt er your shots as you did in the technical aid program.

E X PA N SIO N  OF  PR ESEN T IC A T E C H N IC A L  ASS IS TA NCE  PROG RA M

Mr. Andrews. Will you use any of  th is $100 million in this  bill for ICA to enlarge any programs which you have planned under the regular ICA  appropriation bi ll ?
Mr. Gordon. 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 charac ter of this program envisages capital  assistance and technical assistance tied together.
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 tha t same country to move ahead with a substantia l program, of, let us say, self-help  in school construction, and to help them provide instruc tional mater ials and the like.
In  such a case the technical assistance which goes with  th at project ought to be worked out as p ar t 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 mat ter of self-help.
In  such case it may be th at there is going on now within present authority  a limi ted amount of  technical assistance to the same country in its educational program.
Mr. Andrews. In  t rut h and fact, then, this $100 million if appropria ted and turne d over to the ICA  would be nothing bu t an additive  to the regular ICA  program for this area.
Mr. MacP iiail . I wonder if I  may clar ify the relationships between technical cooperation as we have followed it in the past in Latin America and w hat we are proposing in  this p articula r legislation.
I think,  as you know, we have conducted technical cooperation in these fields going back for  many years, specifically fo r some 20 years. These activ ities have been limited both by legislation and the amount of appropria tion 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 capita l available to  supplement these or to extend these demonstrat ion activities into a wide or broad attack  on some par ticu lar social or economic 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 thei r attitudes toward social and economic matters, and in strengthening pr ivate  and public institutions.
Mr. Andrews. Let us take Brazil , for instance.
Had you finished?
Mr. McP hail. 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 relatively modest. 

Fo r example, you have Bolivia, $1.9 million.
El Salvador is $950,000. Ha iti is $2.1 million, and so forth .
The important aspect of technical assistance is t ha t a majo r pa rt 

of its cost is devoted to the cost of technicians and to bring ing pa r
ticipants  to the United States. At present time we have some
thing less than  1,000 technicians in these various fields in Lat in 
America, and during the present year we will probably bring sl ightly  
over 2,000 part icip ants on a short- and long-term basis to the United  
States.

The equipment, supplies, and other financial supp ort which we 
accord to these demonstration and pilot  projects amount to about 20 
percent, or somewhat less, of the tota l appropriation.

I thin k 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. I t has played over the pas t years a major role in 
developing skilled people and improving the governmental ins titu 
tions in Lat in America, training personnel in such fields as teacher 
train ing,  self-help housing, and a gricultural extension and supervised 
credit a vocational education, and other fields contemplated under  
the Act of Bogota and this  legislation.

While technical assistance will continue to provide essential back- 
stopping to these activities, we lack the auth ority  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 Lat in America.

The project examples which are contained in the classified book 
represent chiefly g rants 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 insti tutional struc ture in 
Lat in America.

In  sum, I th ink we are mainta ining  essential technical assistance but 
moving fo rward through  provision of capital supplies and equipment 
to effect broader  social change. This is the fundamental purpose of 
the Act of Bogota.

Mr. Andrews. 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 tha t you have under the present 
1961 program for these countries ?

For instance, here in your justification for  1961,1 note fo r country 
X there is a total request fo r $880 million.

Mr. Gordon. I t cannot be that , sir.
Mr. Andrews. $880,000. A breakdown of tha t shows a total  of 

$1,267 for education?
Mr. MacPhail. $1,267,000.
Mr. Andrews. 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.

Tha t is the same program tha t you justified here in 1961, is it  not ?
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Mr. MacP iiail. In  tha t proposal for assistance to universi ties there 
is a large amount of capital equipment  and supplies.

Mr. Andrews. How much ?
Mr. MacP hail. $11 million.
Mr. Andrews. Out of the $20 million ?
Mr. MacP iiail . Yes.
Mr. Andrews. To one university ?
Mr. MacPhail. 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 pa rt would be technical aid. 
You are using  now as an example—this is not firm, is it?

Mr. MacPhail. No.
Mr. P assman. 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. MacPhail. 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 patte rn altogether?
Mr. MacPhail. Yes.
Mr. Passman. Thank  you very much.
Mr. Andrews?
Mr. Andrews. I thin k I  am through,  Mr. Chairman.

CO M PL IA NCE W IT H  PR ESE NT PR O H IB IT IO N  IN  FI SC AL YE AR  1 9 6 1  technical 
assistance program

Mr. Passman. If  you were operat ing under the technical aid pro
gram legislation, under which ICA is presently operating , and re
quested this amount, under tha t legislation, then to allocate these 
funds withou t specific projects you would not be in compliance with 
the law, would you ?

Mr. MacP hail. As I 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 appropria tion been made as such under 
the same project in the regu lar appropria tion?  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. MacPhail. 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 specific projects.

Mr. P assman. Then you would not be in compliance with the law. 
If  you were gett ing the $100 million for  the  same purpose as p art of 
the regu lar technical aid appropriation , the manner in which you 

, propose to allocate it would not be in compliance with the law, would it ?
Mr. MacP hail. We would have to  live under the requirements and 

legislative provisions of the mutual security program.
Mr. P assman. You are not giving an answer. You are arguing. 

I want one direct answer. Would you, or would you not, be in com
pliance with the law if you requested the $100 million under the same technical aid-----
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Mr. Taber. Can he answer tha t question ?
Mr. Passman. I don’t know.
Mr. Taber. Are you able to answer it ? If  you do not know’, say so.
Mr. MacP hail. The answ er specifically in the terms of the w ay the 

question was placed w ould be, “No.”
Mr. Passman. Thank you. That is all we are trying  to get.
Mr. Gordon. If  I migh t add one point, as I understand it, under 

the concept of technical assistance as it now7 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. 
Wh at w'e are trying to do is to deal specifically with these items, as to 
whether  or not it is complying with the present law governing tech
nical aid. We are dealing with a technical aid matte r, and it will be 
adminis tered by ICA.

You propose to allocate these funds not in compliance with the law 
covering IC A technical assistance, but in compliance w ith some other 
law’. You have not justified a  single pro ject f or which you will spend 
the money. You so stated yesterday.

The need may be there. If  we can ever deal in specifics you may 
have a sympathetic  committee and a sympathetic Congress.

As long as you are try ing  to  get around the law by saying merely 
tha t you need the money, we recognize that  fact, too.

Mr. Gordon. There is no at tempt to get around any law. We have 
been carrying out legislation and not t rying to get around it.

Mr. P assman. Why don’t you come in under  the regu lar appro
priation, then? You are indirect ly bypassing  the specific law7 deal
ing with technical assistance as writt en in the appropriation  bill 
last year.

PROPOSED EX PA NS IO N OF TE CH NI CA L ASSISTANCE PROGRAM W IT H  CAPITAL 
ASSISTAN CE

Mr. Gordon. The reason for asking for  this appropria tion under 
the new legislation, Mr. Chairman, is t ha t the charac ter of this pro
gram is different from the character  of what has-----

Mr. Passman. A new’ scope to the regu lar technical aid. I t is 
technical aid with  a new scope ?

Mr. Gordon. A new scope specifically in the sense tha t the technical 
aid will be accompanied by larger volumes, substan tially larger vol
umes, of capita l assistance, and w ill be negotiated against substan tial 
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 ICA  to answer the question. ICA  did answer the question. 
ICA  representatives said it would have to be a guess.

Mr. Gordon. That is right.
Mr. Passman. Off the record.
(Discussion held off the record.)
Mr. P assman. If  you will refer  to section 303 of the mutual security 

law, under technical cooperation, prerequisites to assistance:

67615—61------10
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Assistance shall be made available under section 302 of this act only where 
the President determines tha t the nation being assisted, (a ), pays a fai r share 
of the cost of the program.

Mr. Gordon. Yes. I did not  mean technical assistance did not also 
involve self-help.

Mr. P assman. 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 tha t there would be no matching 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. Gordon. Respectfully, this is not what was said yesterday. 
What was said yesterday was t ha t the recipient nations would not 
contribute  to this fund.

It  was also said yesterday, and very clearly, on each project recipient 
nations would contribute to those projects.

Mr. Passman. How much? Could you cite one contract tha t you 
have entered into already ?

Mr. Gordon. As I said yesterday, no contracts have been entered 
into because this would involve a commitment of unappropr iated  
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. Gordon. No, sir, I am not guessing. The administrative  
arrangements under this legislation and appropriation will provide 
tha t no contracts will be made unless and  until the country indicates 
it is prepared to contribute its  part.

LACK OF DE TA ILED  JU ST IF IC A T IO N S

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. Gordon. Mr. Chairman, I  would feel, if  a program of th is 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 w ill be for 
technical aid, how much for  capita l improvement, how much for  each 
country. The examples you set forth may be follow’ed o r they may 
not be followed.

Would you feel very safe having men on this side of the table 
appropria te your funds on such a slipshod basis to operate this 
Government as well as for these programs throughout the world?

Mr. Gordon. I am a taxpayer.
Mr. Passman. I know’ tha t you are a taxpayer.  Would you feel 

safe in having us operate all of our business in a manner tha t is as 
slipshod as this will be?
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Mr. Gordon. Mr. Chairman, in the terms in which you put  the 
question it is obviously 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  administra tive expenses ?

Mr. Gordon. I haven’t a specific figure on that.
Mr. Passman. Wh at is your best estimate as to the ratio  of loans 

to be repaid  in dollars and the percentage tha t would be repaid in 
local currencies ?

Mr. Gordon. Fo r the Bank’s loans ?
Mr. Passman. Yes, sir.
Mr. Gordon. I have no estimate on tha t either.
Mr. Passman. Than k you very much.

POSSIBLE LOAN RATHER THAN GRAN T TO IN TE R-AM ER ICAN  BA NK

Page 3 of the  statement says tha t the United States  will not expect 
repayment of U.S. funds, and tha t our repayment will be in the 
increased strength and growth  of democratic institut ions of the free 
societies of our Lat in American neighbors. Certainly, tha t 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 to it ?

Mr. Gordon. Because, Mr. Chairman, if it could be done on tha t 
basis and in dollars, the program would have been set up tha t way in 
the first instance. The balance-of-payments position of the Latin 
American countries and the outlook for them over the coming future— 
certain ly 5 or 10 years, which is as fa r as one can hope to look forward 
in these matters-----

Mr. Passman. How long?
Mr. Gordon. I said 5 or 10 years—is not such th at 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 tha t 
agencies such as the Inter-Am erican Bank out of its regu lar operations, 
the Exp ort- Imp ort Bank, and the International  Bank will be making 
hard dollar loans.

Mr. Passman. If  they are making ha rd dollar loans, then why could 
they not put it on a loan basis and a fter  it  served its purpose pay the 
money back into the U.S. Treasury ?

Mr. Gordon. So far  as the Exp ort- Imp ort Bank is concerned tha t 
does come back.

Mr. Passman. I am not talk ing about the Export- Imp ort Bank. 
This committee deals with funds for the  administra tion of th at under 
a different account, but the Expor t-Im por t 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 po int where they 
have dollars to pay back, then pay them back to the U.S. Treasury ?

Mr. Gordon. Air. 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. P assman. Well, th at is certa inly a disappointment. I thought tha t was a major purpose, to help them build up to strengthen the dollar  repayment capacity.

M A IN T EN A N C E  OF IN S T IT U T IO N S  AFT ER  CO NST OU CT IO N

Mr. T aber. If  th at is the case, are they going to carry on these institutions af ter  our well here has run dry  ?
Mr. Gordon. Mr. Taber, the resources-----
Mr. Taber. It  is necessary to do tha t rig ht now.
Mr. Gordon. The resources required to maintain these institutions are domestic resources. This is the difference between the increased domestic economic strength o f the countries on the one han d and the ir ability to service a dollar obligation on the other. It  is enti rely pos

sible, and I think  likely, tha t their economies will be greatly strengthened and tha t certain sectors of th eir population which have not p articipa ted in the economic growth of the postwar period will do so, but the dollar  earning capacity will not thereby automatically be increased.

JU ST IF IC A T IO N  OF  PR O JE CTS IN  T II E  U N IT E D  ST AT ES

Mr. P assman. Doctor, this is a matt er 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 Americans and grea t pa triots th at they are—do not have confidence in their own abi lity to prevail upon Congress to  make appropria tions  on an annual  basis. If  we should just pick out one item in this parti cular, the lower Mississippi River and its tributares, I  expect 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 appropr iation to carry out the entire projec t or authorization at one time. They come to the Congress annually and meticulously and minutely make the ir 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 tha t they can justify  tha t figure and they are successful. Tha t same type of situation would be true  for projects throughou t America. They would not have the audacity  to come for th to an A ppropriat ion Committee and say, “We wTant 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  th is 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 t ha t k ind 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? 
NE ED  FOR FU NDS PRIOR TO DEVELOPING PROGRAM

Mr. Gordon. The reason for this  is that  negotiat ing with foreign 
governments and Lat in American governments in par ticu lar in this case is not really analogous to working on projects w ithin 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 the purpose 
of the program—substant ial institut ional 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 substan tial administrative action, including the 
development of new administrative institutions, because, as you know, 
in many cases the governmental  machinery is very weak. This  is one 
of the difficulties in La tin  America. In  order to get these th ings set 
up on a proper basis where they require some outside support , there 
has to be some assurance in advance th at  the  necessary outside funds 
will be available. If  these  were s imply specific projects for building 
a par ticu lar dam or a public work, which was all agreed on in ad
vance, all  engineered in advance, all legislation  provided in advance 
to au thorize it and so on, I would see no problem.

LA TI N AM ERICA N CO UN TR IES ’ PLAN S FOR FI NANCIN G PROGRAM

Mr. Passman. Are they going to appropriate all of the money 
needed on the ir pa rt to provide all of the matching funds for the 
duration of this program ?

Mr. Gordon. I do not  know what their various appropriation  pro
visions will be.

Mr. Passman. Do you really, as a professor of economics, as you 
are, expect these recipient nations to projec t these projects to com
pletion and make one ap propriation to carry out th eir par t? Rathe r, 
would you not expect i t to  be on a slice basis, or annual  basis?

Mr. Gordon. Each nation  has i ts own legislative procedures and I 
cannot speak to the arrangem ents in 18 d ifferent countries.

Mr. Passman. Do you know of any instances-----
Mr. Gordon. May I finish?
Mr. Passman. Yes ; go ahead.
Mr. Gordon. Wh at I would expect is tliat  there would be a firm 

commitment on the ir pa rt to provide the necessary funds for the 
dura tion of the project, whatever the dura tion would be. In  our 
case, as I understand it, a firm commitment is not possible without 
appropr iated funds.

Mr. Passman. Doctor, we have made the commitment with the 
authorization.

Mr. Gordon. I do not understand tha t to be a commitment in the 
sense-----

Mr. P assman. That is wha t you are tr yin g 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 t ha t we have committed ourselves so do not 
disappoint  us.

Mr. Gordon. Mr. Chairman, I understood tha t to commit ourselves 
on pa rticular 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. P assman. So fa r, there  is no agreement an d 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. Gordon. Obviously, Mr. Chairman, in a legal sense there can be 
no commitment without an approp riation of funds.

Mr. Passman. All right .
Mr. Gordon. In  a politica l and  moral sense, i t is certainly  widely 

assumed in Lat in 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 thin k tha t 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 resul t of the process of appro
pria ting 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 thin g will be really wild and loose.

NEED FOR FU ND S PRIOR TO LONG-RANGE PL AN NING

It  is very interesting , what you just  said, t ha t you do not ask these 
nations to put  up their funds unt il they know what we are going to 
do. We plan  together ?

Mr. Gordon. Yes.
Mr. Passman. So we are planning now on this  $394 million, and 

you are not planning beyond that, are you ?
Mr. Gordon. The $500 million ?
Mr. P assman. $394 million.
Mr. Gordon. $394 million.
Mr. P assman. I will buy the $500 million figure. You are not 

planning beyond that, are you ?
Mr. Gordon. Not at the present time.
Mr. P assman. Are they planning beyond that ?
Mr. Gordon. I th ink they  are, yes.
Mr. P assman. I say this very respectfully , b ut would tha t contra

dict what you said a littl e while ago, th at 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. Gordon. Mr. Chairman, I  think they certainly  do.
Mr. P assman. All right , sir.
Mr. Gordon. This depends on what  you mean by the term “plan.”
A country, in try ing  to develop its educational system for example, 

has got to think  in terms of, “where will we go beyond the duration 
of this  program?” I t has broad goals for years into the future , or 
ought it  to have such broad goals ?

Mr. P assman. You mean this p rogram?
Mr. Gordon. No, sir;  I 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 tha t has to be made definite, which I  am
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speaking about. Fo r a phase of tha t kind, if outside resources are 
required, a sound projec t 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 a re not prepared to provide any outside funds for one reason 
or another, then obviously the long-range  plans have to be modified. 
In  order fo r the projects which are typ ically 3-, 4-, and 5-year projects 
to succeed, there has to be an assurance tha t the funds will be 
available.

Mr. Passman. Doctor, this  is a long-range  program, as you just 
indicated, and in all probab ility when we become involved i t will be 
long-range as it applies to America, too? I think you agree to that?

Mr. Gordon. Yes.
Mr. Passman. Would it not be a lot bette r if we sta rted  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 carry ing out these individual plans, so 
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 be tter program  in the long ru n ?
Mr. Gordon. No, si r; If  I thought so I would have recommended 

tha t the program be submitted originally on tha t basis.
Mr. Passman. You did not know you were going to submit the p ro

gram, though. This was all worked ou t before you came here, I  say 
respectfully.

Mr. Gordon. Mr. Chairman-----
Mr. Passman. You may have worked it out but I did not hear  of 

you in connection with  it  until recently.
Mr. Gordon. No, sir. I became directly involved in this only a 

couple of months ago. I assure you tha t I would not be here unless 
I were assured the program  was a sound one.

Mr. Passman. You say tha t th is is be ing handled on a businesslike 
basis? It  is complete at thi s time ? I do not know what we are going 
to spend the money for,  as i t is not indicated in the  justifications. Do 
you not th ink 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 thi s ? 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  is all in the future.

IM PL EM EN TA TI ON OF PROGRAM PROPOSALS

As indicated by the testimony, you do not know whether a single 
projec t as cited in  your examples will be ca rried ou t on tha t basis?

Mr. Gordon. Mr. Chairman, I think that  is a very considerable 
understatement of the exten t to which-----

Mr. Passman. I thought it was an understatement but I made it  as 
strong  as I could, Doctor.
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Mr. Gordon. An understatement to the extent this program has 
substance.

Wh at I  said yesterday was tha t we did not  know whether  any single 
projec t here in the amounts indicated, would in fact become p ar t of 
the program. This does not mean that most of these projects will not. 
I think, in fact, t ha t many or most of these projects  will, in fact, be
come pa rt of the program, but not necessarily in the amounts indi
cated because one has to work out with the Government thei r maximum 
contribut ion and the like.

Mr. P assman. I will not misquote you. Did you not say yesterday 
tha t i t may be a different program altogether? Does the record show 
tha t? Either  you or the ICA representa tive, when he was guessing 
at what the money would be spent for, said that . He said it was a 
guess; and i f it  was a guess, you could not pin i t down ?

Mr. Gordon. 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 th at 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 th at among these, roughly what  the propor tion of tech
nical assistance is. I t runs from 20 to 25 percent and tha t does not 
mean tha t this  will be the precise propor tion of the projects worked 
out and agreed on.

NEE D FOR FUND S PRIOR TO PROGRAM IM PL EM EN TA TION

On the general question as to the best way of proceeding to get the 
sort of results which I believe we all want, as I said yesterday morn
ing, this is a problem of the progressive movement from the broad 
ideas contained in the act of Bogota to what are called comprehensive 
programs, proper adminis trative machinery and then specific pro j
ects. This progression is not all on our side by any means., The 
progression is by bo th pa rties walking, as you say, step by step. But 
I did say yesterday—and I  would l ike 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 pract ical political  problem, it is my conviction tha t both 
with respect to  the Bank portio n of these funds and with respect to 
the proposed ICA  portion  of the funds, tha t unless these operating 
agencies are equipped with the authority  to make firm commitments 
on projects, and firm commitments require the advance appropr iation 
of funds, they will not be able to work out the most efficient and 
economical projects with the member countries.

Mr. P assman. 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 the ir 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 so” ?
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You could say, “They are going to put  up  this amount and we are 
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 simila r 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, notwi thstanding the fact they have made a strong 
case for the people back home; but the local engineers and the distr ict 
engineers get into this, and even the U.S. Army Engineers, and they 
have what appears  to be a good case and can show t ha t the benefits 
will be $3 for each do llar in cost, but then they come up and may get 
an authorizat ion. 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 bet ter for you and the recipient  nations, i f you 
had something completely firm before you came to Congress?

Mr. Gordon. Mr. Chairman, if it were possible to do this in the 
Lat in American area-----

Mr. Passman. Let us consider the world. There are some 100 
nations, with the  new tropical African nations, and I think tha t 88 of 
them are  in the mutual security program. It  is not just  a question of 
South America. In  all probability  we understand South Americans 
bette r than we do some of the other people throughout the world. 
This committee has to deal with a grea t many other nations.

Do you not thin k this double standard,  one for  our country and one 
for  the recipient nations, will get us in trouble one day ?

Mr. Gordon. Mr. Chairman, I do not believe tha t 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 talk ing 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 in ternal forces is a very 
delicate one indeed, and where we are try ing  with the assistance of 
these funds and these projects  to move to  t ilt  t ha t 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.

POLIT ICA L AND TE CH NI CA L PROGRAM

Mr. Gordon. This  is part  of the justification.
As I  sa id yesterday, this is a culmination of a political and a  tech

nical program. This is the natu re of the Lat in American situation 
we are confronted with.

Mr. Passman. Than k you.
I do not know of any other way to pu t this, but liv ing 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. Gordon. Of course.
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POSSIBLE DUPLICATION WITH  OTHER PROGRAMS

Mr. P assman. You realize how many technical assistance programs 
you have in Latin America to do the th ings you propose to do ? Are 
you fam iliar  with all of them ?

Mr. Gordon. I am not familiar  with  a ll of them but my colleagues 
here are.

Mr. Passman. You are just ifying the program. Why do you not 
familiarize yourself?

Let me help you: Fir st, you have the U.S. technical aid.
Mr. Gordon. Yes.
Mr. Passman. Then, you have the Organization of American 

States.
Mr. Gordon. Yes.
Mr. Passman. Then, you have the United Nations technical aid.
Mr. Gordon. 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 

tha t this one is not duplicating the others ?
Mr. Gordon. Yes ; I  do mean to tell you that.
Mr. Passman. You are the first witness who has  appeared before 

this committee in 7 years who has said you are not duplicating.
Mr. Gordon. I am happy  to establish this precedent.
Mr. Passman. You acquired th is in 2 months—and I do not meah 

to be disrespectful—but you were will ing 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. Gordon. Mr. Chairman, that  is not what I said.
Mr. Passman. We will have the repor ter read it back, if you wish.
Mr. Gordon. I will he happy to read the  record when i t is available. 

Wha t I would like to say is tha t what you asked me was, whether 
I was familiar with all of the technical assistance projec ts conducted 
by-----

Mr. P assman. Programs, I said.
Mr. Gordon. I thought by programs you meant projects. If  you 

mean, am I broadly familiar  with the technical assistance programs 
connected by ICA in 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 tha t the time was coming when we would have to s traighten 
them out, and eliminate duplication. But, instead o f e liminating du
plication, we are now stacking another program on top of the  others.

Mr. Gordon. So fa r as the existing programs are concerned, just  
to indicate tha t I was familiar with the existence of this, the presenta
tion book does refer  to all of these on page 36.

Mr. P assman. Doctor, you may correct the record if you wish. I 
thought you said you were not fami liar with all of them, and  now you 
say tha t you are. Certainly, I accept your word.

Mr. Gordon. Air. Chairman, it was a misunderstanding on my 
part., for  which I apologize. I thought you were asking me whether 
I was fami liar with each individual project.
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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. Gordon. I apologize fo r the misunderstanding.
Mr. Passman. You do not owe me any apologies. We are trying 

to reach a mutual understanding on this complicated undertaking.
Mr. Rhodes. Mr. Chairman, would you yield?
Mr. P assman. I am pleased to yield.

POSSIBL E EXECUTION  OF PROGRAM UN DE R TE CH NICA L ASS ISTA NCE  PROGRAM

Mr. Rhodes. Mr. Gordon, I do not know whether you can answer 
this, but let me ask this question and then you can get the answer i f 
you do not have it available : Assuming tha t the projects for which 
you have asked at this time are not in compliance with the present 
laws relat ing to technical assistance, what  amendments would be 
required to those laws in o rder to fit thi s project  under the technical 
assistance tent ?

Air. Gordon. Could I clari fy one question, Air. Rhodes?
There  are, as I  see it, two problems of authority here. First, there 

is the question as to whether the definition of technical 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 that , I would like to get a c lear answer.

The other question which the chairman asked before has to do wi th 
compliance with the provisions under the mutual security legislation 
concerning advance justification of specific projects. On tha t it is 
perfec tly clear what  we proposed here is not in keeping with tha t 
provision 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 I  
may.

Air. R hodes. Certainly.
Alay I  continue?
Air. P assman. I yield.
Air. Rhodes. The authoriza tion for technical 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 tha t th is could go against the $22 million unappro
pria ted but authorized ?

Air. Gordon. Yes; as I  recall, of the  $150 million about $36 million 
is the Latin  American portion.

Is th at right?
Air. AIcP iiail. That is correct.
Air. Gordon. We have reviewed those to see what fraction of tha t 

$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.

Air. Rhodes. I s it possible to identi fy those projects with part icu
lari ty ?

Air. Gordon. I think  so, certainly.
Air. Rhodes. Suppose you do tha t for the record ?
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Mr. McPhail. Yes, sir.
(The informat ion follows:)

TC F ields of Activity Under Act of Bogota

As of Marc h 20, the re has  been approved for  implementation und er technical cooperation an  amount of $36,720,(XX) fo r La tin  America for  fiscal year 1961. Wi thin  th is tota l, amounts for  pa rti cu lar fields of act ivi ty which  are contempla ted  under the act of Bogota a re  the fol low ing :
Agricu lture_________________________________________________ $10, 063, 000Health and  sanit ati on ----------------------------------------------------------- 4, 729, (XX)Education_________________________________________________  5, 539, (XX)Public adminis tra tion_______________________________________  2, 980,000

Total________________________________________________  23, 311, 000
In  addi tion  the re are  cer tain educatio n and tra ini ng  act ivi ties now carried  on within the  catego ries of “Ind us try  and mining,” “Labor,” and “Community development and  housing” which  could be considered  to be covered by the  act of Bogota. These  activities are  of an  est imated order of mag nitude of $3 mil’ lion. Thus a rough estimate of the  perc enta ge of existing technica l cooperation activtie s in Latin  America which  are in fields covered by the  ac t of Bogota out  of the  $36,720,000 now programed fo r impleme ntation is approxima tely  70 percent .
A precise breakdown  and ana lysis of the individual technica l cooperation projects  programed for  Lat in America is not  possible at  th is time  since  such a deta iled allocation  of projects  will depend in pa rt  upon the  specific programs developed bil ate ral ly and mu ltil ate ral ly with the  individual countri es in the months ahead.
Mr. P assman. Did you br ing w ith you the list of countries in Latin 

America which have no income tax law or estate tax ?
Mr. J ohnston. We did not get all of the figures. They d id not get 

all of the figures for us.
Mr. P assman. Did you get a par tial  list ?
Mr. J ohnston. They did not want to b ring it up until  completed.
Mr. P assman. Tha t is all right.

ANTICIPATED OBLIGATIONS BY JU NE 3 0, 1961

Doctor, what portion of the funds requested in tlfis authoriza tion 
would be obligated by Jun e 30 of this year t

Mr. Gordon. With respect to  the $394 million proposed for admin
istration by the Bank, Mr. Chairman, the  signature of the tr ust  agree
ment itse lf would constitute the legal obligation of those funds.

Mr. Passman. You mean tha t we are going to enter into those ob
ligations and turn the money over to them ?

Mr. Gordon. The specific arrangement does involve an obligation, 
not the tu rnin g over of the money.

Mr. Passman. I know it is an obligation, but I  am talk ing about 
what pa rt would be expended, actually  obligated, to projects under
way, for which you would actually need money in order to meet defi
nite obligation?

Mr. Gordon. I 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 just ify the expenditure then the money is available. I am 
speaking of the  amount tha t would actually be obligated for expendi
tures to specific projects. What would be the amount? Wha t per
centage ?
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Mr. Gordon. In order to avoid vocabulary trouble, could we here 
distinguish between obligations and commitments on specific projects?

Mr. P assman. If  we appropriate this money, then it is available for 
obligation?

Mr. Gordon. Yes; that is right.
Mr. P assman. Not just to th e Bank, but it is also available so th at 

the trust fund  in the Bank may obligate its funds to specific projects.
What pa rt of the $394 million will be obligated to  specific projects 

approved by the recipient nations and our country as of June 30?
Mr. Gordon. Inclu ding  the Bank’s portion  and the ICA  portion 

both ?
Mr. P assman. Yes.
Mr. Gordon. I thin k this depends on several th ings. One is when 

appropr iation action-----
Mr. P assman. Let us say you get it April 1.
Mr. Gordon. Tha t seems to me a very optimistic date.
Mr. P assman. Move it up a month. I agree with you, it is opti

mistic.
How about May 1 ?
Mr. Gordon. 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 tha t completed loan negotiations 
during those 2 months might—this is purely a guess because this 
would be for the Bank to work out the detai ls-----

Mr. P assman. You a re completely fai r about tha t, and I  want you 
to know tha t I know you are fair.

Mr. Gordon. All rig ht.
I thin k anyth ing 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 tha t 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 ? I asked tha t 
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 wil l be spent for other  than  a general fund, 
and yet now you are advancing an estimate th at we could obligate up 
to $150 million by June 30. To me, that is frightening, the fact tha t 
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. Gordon. Yes.
Mr. Passman. Tha t situation is alarm ing to the committee.
Mr. Gordon. I get your poin t, Mr. Chairman, but as I think I  sug

gested before, to say t ha t there  are not refined p rojects on which we 
made commitments on the  one hand,  and to say there  are no t projects 
tha t the Bank can proceed to negotiate prompt ly on the other, a re two 
quite different things.

BA SIS FOR  A N TIC IP A TED  OB LI GA TION S BY  J U N E  30

Mr. P assman. As we advanced fur the r than  we thought, Doctor, 
would you please give us a list of the .specific projects  with which
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you are fami liar?  You had to give some thoug ht to the $150 million. 
You would not reach up in the sky and get the figure. Now, we are 
entitled  to tha t 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 represen tative on 
the Bank?

Mr. Gordon. Mr. Chairman, our Executive  Directo r on the Bank 
is Air. Robert  Cutler.

Mr. P assman. Could you contact him, and have him get tha t list 
to us by airmail?

Air. Gordon. No, Mr. Chairman. This  would be completely impos
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 appropr iation 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  in 
the recipient countries does already exist and where-----

Air. Passman. Tha t is exactly the projec t we want. We want the 
name of the country, the specific legislation they have passed, the 
type of contract tha t 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?

Air. Andrews. Will the  Chairman yie ld ?
Air. Passman. Yes.

OPERATIONS OF INTE R-AMERICAN DEVELOPMENT BA NK

Mr. Andrews. Air. Dillon in his statement  said tha t the Bank 
opened its  doors fo r business on October 1, 1960, and tha t by the end 
of Jan uary 1961, the Bank had received nearly 250 applications  for  
loans.

Mr. Gordon. Tha t is r ight .
Air. Andrews. Fur ther , he said they had selected 108 of these for 

actual consideration.
Air. Gordon. Yes.
Air. Andrews. Representing the most feasible projects and those 

most likely to contribute rapidly and directly  to the development of 
Lat in America.

I would like to ask you this, Doctor: Are these loan applications 
made for any part of the $394 million tha t is being requested here 
of the committee at this time ?

Mr. Gordon. The loan applica tions summarized in Air. Dillon’s, 
statement were loan applications under the regular funds of the Bank 
in the two categories Mr. Dillon described. Tha t is the regular lend
ing operations and what they call the fund for special operations.

Air. Andrews. Aly question is this-----
Air. Gordon. Alay I add one thing?
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Mr. Andrews. Yes.
Mr. Gordon. 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 no t consider anything of t ha t kind a loan applicat ion 
and it cannot be a true  loan applicat ion unt il the Bank is in a posi
tion to negotiate.

Mr. Andrews. Does the Bank have any money there to lend at 
this time?

Mr. Gordon. Under its  regular  funds, of course.
Mr. Andrews. Were these  appl ications  direc ted to the funds in the 

Bank, or in antic ipation of this  appropria tion?
Mr. Gordon. No, sir.
Mr. Andrews. The $394 million being deposited in the Bank ?
Mr. Gordon. The projects summarized in that statement  by Mr. 

Dillon, the loan applicat ions summarized were loan applications for  
lending under the regular present appropria tions  of the Bank.

Mr. Andrews. They have nothing to do with the antic ipated  trust 
fund of $394 million ?

Mr. Gordon. That is right.
Mr. Andrews. It  looks like there is going to be a rush for  loans 

down there.
Mr. Gordon. 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 antic ipated that the Bank will admin ister the larger portion of 
these funds, the countries have been doing a lot of homework on getting  
ready to negotiate  with the Bank under  thi s program.

Mr. A ndrews. 250 loans over a period of 3 months is a pret ty good 
sign that business will be good down there.

Mr. Gordon. Mr. Andrews, were those figures as of the end of 
Jan uary ? Mr. Dillion’s figures ?

Mr. Andrews. Yes, it is in his statement on page 6.
Mr. Gordon. I recall. I have a Bank repo rt but  I jus t wondered 

whether they referre d to the same date and they do.
Mr. Rhodes. Will  the gentleman yield ?
Mr. Andrews. Yes.

DEF IN IT IO N OF SOCIAL PROGRESS

Mr. Rhodes. This goes back to yesterday, Mr. Berle, but would it 
be possible for us to have your definition of economic progress ? I will 
tell you why I ask. You made the remark the other day you did not 
feel tha t 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. Berle. They are so closely interre lated,  you do not have one 
without the other.

Mr. R hodes. However, do you not then have the  hen and egg si tua
tion ? In other words, do you really have social progress of a lasting  
natu re unti l you have economic progress ?

Air. Berle. It  is very difficult to tell what comes first. You can 
build a steel mill but that does no t give you a market for steel unless 
the area tha t is planned is such tha t you can get steel and ship some.

Air. R hodes. Assuming t ha t there is going to be a balance ?
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Mr. Berle. May I give you an illustra tion ?
Mr. Rhodes. Certainly.
Mr. Berle. Here is one I suppose would have both elements in it. 

You would need both.
Prime Minister Beltran  of Peru , who is one o f 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 populat ion 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 guarantees and so forth. 
When you ge t there, then the problem is one of a rranging  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 tha t perhaps 
is one illustra tion. I could give you others.

Mr. R hodes. I do not th ink anybody could disagree with tha t illus
tration. I was fearfu l perhaps  you meant it  was necessary to go to 
low-cost renta l housing, for instance before you provided jobs for 
people.

Mr. Berle. That is perfect ly true. Of course, in this part icular 
case you do not have it because what you then have is virgin  land. 
It  is the g reat  subcontinent of the world tha t is still unpopulated and 
what you then have is-----

Mr. Rhodes. Your example set forth an example of a balanced 
economy no one could find fault with. This is what you meant when 
you made t ha t s tatement yesterday ?

Mr. Berle. Tha t is exactly what I meant. In some cases, it  works 
differently than tha t and le t us take another illustration.

Mr. R hodes. If  you like.
Mr. Berle. 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 dictatorsh ip. The problem 
is whether tha t 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 tha t steel mill.

The most necessary immediate market for tha t steel is in handling 
the road construction and bridge program which makes tha t big 
plains country in Venezuela operative, and tha t is where people ought 
to go. That is where there is natu ral 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 th at the produc t of tha t steel plant 
would go immediately to this secondary use which, in turn , makes 
possible the development of the economy of tha t region. Incident
ally, it takes out of Caracas a la rge chunk of the 300,000 unemployed 
there which is always capable of making  t rouble and at which poin t 
the IDB  will come in with  the secondary or social development. The 
ICA experts understand this bette r than I, but I 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. R hodes. Do you have any estimates of cost of the Puno Road?
Mr. Berle. I do not. We have them in the Department.
Mr. Rhodes. Is this  p art  of the initial  program?
Mr. Berle. It  was p art  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. Rhodes. You think it is in this program?
Mr. Berle. I do not know whether the Puno Road is in this one.
Mr. Rhodes. Of course, the last example you gave was completely 

economic progress. There wasn't any social progress necessarily in that,  was there ?
Mr. Berle. 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 
is a problem whether tha t is economic 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. ( Ionte. Would you yield ?
Mr. Rhodes. Yes, sir.

IMPORT RESTRICTIONS ON CRUDE AND RESIDUAL OIL

Mr. Conte. 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 restrict ions on crude and residual oil so these 
people could ship their oil to the east coast where it is needed and stimulate employment ?

Mr. Berle. These men would not gain employment from that . You 
would not touch the unemployment very much that way. All that 
would mean is tha t the wells would pump more oil. 1 doubt if it 
would make any g reat  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. Berle. I think  it would. At this point  you would run into 

competition with American oil interests.
Mr. Conte. If  I may, Mr. Secretary , when President Eisenhower 

put in this mandatory restriction on crude and residual oil based on 
the nationa l security purpose it was to spur the production  of crude 
and residual oil in tlie United States. The figures unmistakably 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 would lie he lpful to the economy of Venezuela.

Mr. Berle. Obviously, anything tha t increases the revenue of the 
Venezuelan Government, if it  is proper ly 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 tha t you have also to consider the 
American interests, which also require consideration and it is the 
balancing of those interests t ha t makes it  difficult to consider the one 
interes t without  taking care of the other.

Mr. Conte. If  you could show me th at it is injur ing the American 
interests, I  would go along with you, but  you cannot.

Mr. Berle. I ought to say tha t in priva te 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 anyth ing tha t will lower the 
price of residual oil is fine with me. However, I cannot say neces
sarily t ha t there are not a lo t 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.

Air. Berle. 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 tha t kind.

I brought  this out by way of illustration .
Mr. Rhodes. Before the gentleman from New Englan d completely 

ruins the coal market, may I ask Air. Gordon this one question, and 
than  I  will yield back to the Chairman.

Mr. P assman. Yes, Air. Rhodes.

PO SS IB LE  STIM U LA TIO N  OF  EC ON OM IC  GR OW TH

Air. Rhodes. Mr. Gordon, in response to a question by the chair
man a little bit earlier, I believe you made the statement tha t the 
economies of these South American nations would probably be stimu
lated to the point  where they would, with in 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 think ing tha t over. I am wondering if tha t could be 
precisely accurate. In other words, can we, with such part icularity , 
project the effect of this as to say that wmuld be the situation? It  
makes me wonder if really the economies of the nations within them
selves operat ing 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.

Air. Gordon. I think the point is this, Air. Rhodes: The hope nat
urally  is th at over the  duration, not simply of the thing we are talking 
about here, but of the 10-year program, tha t President Kennedy has 
spoken of in discussing the  alliance for progress th at the great bulk of 
Lat in America can be brough t to a position of what is called self- 
sustaining economic growth without this kind of abnormal assistance 
on a soft loan o r grant  basis and doing tha t 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  th at the present foreign exchange earnings of most of 
these countries are dependent on a small number of pr imary products, 
either tropical agricu ltural  produc ts like coffee or bananas, or min-
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erals in some cases, like Chilean copper and Peruvian  lead and zinc and now copper, also.

LA TIN AM ERICAN EXPORTS

Some estimates have been made of the long-term world marke t outlook for Lat in American exports. The National Plannin g Association has done a very interest ing study and it was published just  a few months ago. It  is not a very good outlook unfor tunate ly. Their problem therefore , in improving thei r foreign exchange earn ing is going to have to be one of diversification of exports. 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 develop 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 othe r Latin  American countries because they are a natu ral center for this. But  so fa r as dolla r earnings are concerned, which was the question before us, it  looks as if it is going to be very difficult.
Now, apart  from funds of the kinds that we are talk ing about for social progress purposes, they, of course, do need, for all reasons tha t were just discussed between you and Dr. Berle, capital for economic development projec ts; economic development projects both in the public sector like ports  and harbors and in the priva te sector in all kinds of indu stria l 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 o r investments.
I think  it  is most impo rtan t t ha t that side should not be sacrificed.Mr. Rhodes. This program  does not do that.
Mr. Gordon. This is right .
Air. Rhodes. Let ’s talk about this  program. The thin g tha t bothers me and I am sure is bothering  the chairman, is that  we will find ourselves haying financed the construction of low-rental housing, 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. Thereafte r, in order to protect our investment, we will be in the position of  main taining these various social improvements, which we have put  in around the world ad infinitum. In other  words, we will either have to mainta in 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 thin g tha t could happen to this country would be to have a failu re of tha t kind in tha t pa rt of the world. This to me is the nut of the whole problem.
Mr. Passman. If  the gentleman will yield, that is my grave concern. This is a long-range  program, as we will certainly  establish for the record. If  we could sta rt th is program off on a sound foundation, 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 biisis, yon may get this appropr ia
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. Cutle r to give us the  specific plans, 
programs, projects, and estimated cost for one country, and let tha t 
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 sta rt 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. Rhodes. If  Mr. Gordon will give us an answer to  this  question,

I  think he will have progressed h is case fa r along the way.

IMPA CT  OF SOCIAL PROGRESS ON ECO NOMIC  PROGRESS

Mr. Gordon. The question which you raised which I think is a 
little different from the question the chairman just raised is one that, 
I have given a  grea t deal of thought to : How does thi s 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 tha t 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 perfect ly clear 
tha t if you take $500 million and spread it over roughly 200 million 
people you get about $2.50 per capita  and on tha t kind of basis you 
cannot do any of these things.

Mr. Rhodes. You are not going to do that. You could, however, go 
into a certain small area with a massive spending p rogram and really 
dislocate th eir economy.

Mr. Gordon. Certainly. I f  we did it by just  try ing  to raise thei r 
consumption levels with  our resources this could be a ter rible mistake 
and I  for one would not want to have any part of it. What we are 
try ing  to do is to provide both the techniques and the kind of seed 
capita l to help along the mobilization of their resources and the effec
tive application of thei r resources and of course, the increase, of their 
resources. Tha t 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 fur ther outs ide sup port  from us.

How does this happen ? Well, in the agricultural fields it is per
fectly clear tha t 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 credi t is made avail
able to them, so what, does one do?

The resettlement programs for the slopes of the Andes on the 
eastern  side, which is well watered, fertile , and largely vacant at
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the present time because there is no access to them should provide— 
and there has been enough experience to indicate tha t it can in fact 
provide—a decent living  for people; provided tha t in addition to 
getting access to these lands they get some technical help with respect 
to what to grow and how to grow i t, tha t they get some credit,  agr i
cultu ral 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 
tha t Mr. Berle spoke of, it would include some seed capital for agr i
cultu ral credit institu tions 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

Mr. Rhodes. Why doesn’t the seed capita l fit under DLF ? This 
has been bothering me.

Mr. P assman. Or maybe Expo rt-Import ?
Mr. Rhodes. I imagine not Exp ort- Imp ort Bank because of the 

fact these are not prime loans. DL F 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. Gordon. Well, obviously the D LF could be equipped with the 
funds to do this. Our  thou ght has been first tha t better projects 
will be worked out by the Inter-Amer ican Bank working  with its 
member countries than would be worked out with us bila tera lly; 
secondly, t ha t 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  institut ions, the roads, anything tha t 
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 credit and technical assistance th at  goes with it.

If  one tries to divide up the various pieces of such a package among 
different agencies, each of them tryi ng to negotiate its par ticu lar p ar t 
with  its par ticu lar notions as to what its policies ough t 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, no t only does the productivity  of these resettled 
people go up so that  they eat better and they can live bette r, but they 
are able to market some of these agricu ltura l produc ts; they are able 
to repay the  credits which have been advanced to them by these cred it 
institu tions,  and in due course the  credit institut ions 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 tha t 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 agricultura l 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. R hodes.’ You have said tha t we feel we could do this through  the Inter-American Bank better than wTe could th rough bilatera l 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 multil ateral  loan, or technical assistance 
program somewhat similar to the U.N. program, but on a regional 
basis.

Mr. Berle. May I take tha t if the Congressman will permit me? 
The OAS for practical purposes is a medium of diplomats. Although I have been in diplomacy half  my life as a way of gettin g business 
done, that  is the worst way of doing it. You have to have someone 
else besides tha t. The Economic and Social Council functions as a general overall policy mechanism, b ut as for the proposition of get
ting a plan and a business operation fo rward it  would not be equipped to do that. The Inter-American Development Bank as i t is worked 
out would be equipped, stalled, and manned for the purpose of doing this kind of thing.

A BIL IT Y  O F IN TER-A M ERIC A N  B A N K  TO D EVELOP P ROJE CTS

Mr. P assman. We are very interested in the  soundness of the pro j
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, 
meaning the  Development Loan Fund , or any other lending agency?

Mr. Gordon. My view, Mr. Chairman, is t hat  the Inter-Am erican 
Bank is better able to work out with the Governments concerned their measures of self-help and part icula rly the rather delicate problems of legislative reforms.

Mr. P assman. You said better projects. I am interested directly in what you meant by “better projects.”
Air. Berle. If  the gentleman will yield, I  would like to answer that  myself if I may.
Air. Passman. Please do.
Air. Berle. A good many of these problems, especially in the Central  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 in 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 of two or three other states.
I have a tangible illustration, if you are interested in that.  The United Frui t Co. is under a decree of the ant itrust law requir

ing it to divest itself of i ts properties. It  is proposing to  dispose of a large part of it s land 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
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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 tr i
par tite  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 i t not ? You have a new agency, new person
nel, a new bank. You are already indica ting tha t they can do a bet
ter job tha n a lot of the established institutions which have been doing 
business and  making loans to others for years. It  is in teresting, but 
is i t speculative or positive tha t those th ings can be done ?

Mr. Berle. I think  you could say i t is as positive—there  is no such 
thing as really positive in this world, Mr. Chairman.

Mr. P assman. Please give me another word for it, then, Mr. Berle.
Mr. Berle. I would say it was foreseeable in all reasonable business 

probability.
Mr. Gordon. Could I add one very brief comment ?
I was looking throu gh my papers to find one example of a pilot 

projec t of the kind I  was ta lking about. This is in an isolated Indian  
community in Mexico where a supervised credit  program was started 
to help them establish poult ry farms. This one began with a small 
credi t 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  credi t has been totally paid and the 
Indian cooperatives possess sufficient resources to continue the ex
ploita tion of their  poul try farms themselves and even to gra nt credit 
to other communities interested  in par ticipat ing in this project.

This is a very small-scale example of the way in which seed capital 
can increase produc tivity.

Mr. Rhodes. From what agency was that  started , sir?
Mr. Gordon. That was star ted by an agency called the Regional 

Fundamental Education Center for Lat in America, which apparently  
belongs to UNESCO. It  was a U.N. project.

A U TH O RIT Y  OF ONE CO NG RE SS TO B IN D  A N O TH ER

Mr. P assman. Doctor, do you subscribe to the understanding tha t 
one Congress cannot legally obligate another Congress to carry out 
specifics not spelled out in legislation ?

Mr. Gordon. I am sorry, Mr. Chairman-----
Mr. Passman. Can one Congress through making  a public state 

ment obligate a futu re Congress?
Mr. Gordon. Do you mean commit it without actually  having  

legislation ?
Mr. P assman. Legally, yes.
Mr. Gordon. Well, you are speaking of a mere congressional 

resolution?
Mr. Passman. I am speaking of anything in one Congress, th rough  

its public pronouncements or statements on the floor. Can one Con
gress obligate another one to enact legislation ?

Mr. Gordon. Can one obligate another to enact legislation, 
certainly not.
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Mr. P assman. Is this not the equivalent? The legislative branch is apparently becoming somewhat of a rubber stamp for the executive.I am speaking for  myself. Othe r members may not share my views.Mr. Rhodes. We are just not as brave as you are.
Mr. P assman. Maybe you possess something I  do not have. There are more good reasons why there should be a motion from your side of the table, if parliamentary procedure would permit it, tha t we suspend hearings here and now, until we get this on a solid foundation.I shall quote now from one of the g reat men in Government, Secretary Dillon, who stated at the Bogota Conference:
“The Government of the United  States  is prepared to devote over the years ahead large additional  resources.”
We are star ting  on a program, and when you say “devote over the years ahead large additional resources,” we are getting into something 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 appropria tion 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. Gordon. Mr. Chairman, I tried  to explain yesterday.Mr. P assman. 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 cer tain phases of our program. If  we are embarking upon a prog ram to take us way off into yonder, then why would it not be wise to  do so in a businesslike manner? We a re here just  exchanging in generalit ies, smiling at each other occasionally. We have not pinned down one single th ing since we started  these hearings. If  we could get to dealing in specifics and pin down some of this we would be happy  to suspend hearings so tha t you might get with Dr. Cutle r and pick one nation where you could pin this  down. You could say, “Here  is what we plan.”
Mr. Gordon. The Bank is clearly not in a position, Mr. Chairman, without either authority, which it lacks without this tru st 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. It  might  be for flood control or reclamation, or for hydroelectric projec ts; it could be spent for a lot of dif feren t things.
Mr. Gordon. No, it could not be spent for hydroelectric projects, it could not be spent fo r flood control projects.
Mr. T arE.r. Why not ?
Mr. Gordon. Because the tru st 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 chairman.
Mr. P assman. Under the present Inter-American Development Bank what percentage  of the total capital  do we put up ?
Mr. Gordon. The present capita l ?
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Mr. Passman. Yes.
Mr. Gordon. 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. Passman. Two-th irds in  that  instance.
They received 250 applications for loans and selected 112. That 

leaves 138 outstanding. Could any of the applications tha t had to 
be declined be met out of th is new appropriat ion ?

Mr. Gordon. Mr. Chairman, I do not know the contents of all those 
applications . That is in the Bank.

Mr. Passman. I did not ask you to know the content. There are 
138 applications tha t had to be rejected. Unde r the appropria tion 
being considered today, could they, if they got the money, make the 
loans for the other 138, or any par t of them ?

Is the legislation broad enough to permi t picking up those applica 
tions and considering them ?

Mr. Gordon. Mr. Chairman, I do not understand tha t 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- 
trib ute  rapid ly and directly  to the development of Latin America. 
Now, as to the 138 tha t they could not accommodate with loans, would 
you in terpret the authorization as being broad  enough, if  they should 
elect to do so, to  make the loans to the other 138, or a pa rt of them, 
out of this appropria tion ?

Mr. Gordon. Mr. Chairman, I do not know what the 138 are  for. 
Therefore, I do not know the answer to your question.

Mr. P assman. Then, you do not know ?
Mr. Gordon. That is right .
Mr. P assman. Neither do I.
Mr. Alexander. Will th e gentleman yield ?
Mr. Passman. Yes.

TY PE S OF PROTECTS TO BE FIN ANCED BY  TH E BAN K

Mr. A lexander. 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 tha t correct?

Mr. Gordon. That is rig ht, sir , yes.
Mr. Alexander. Now what types of projects will qualify for a 

loan from the Bank ? Will  irr igational projects qualify ?
Mr. Gordon. Under the Bank’s regula r lending capital  and regu

lar  authority which exists now, irrigation  projects would qualify , 
certainly.

Mr. Alexander. Will they qualify  under the $394 million?
Mr. Gordon. No, sir.
Mr. Alexander. Would public health centers qualify ?
Mr. Gordon. Public health  centers are not included in the pro

posed range of Bank jurisdic tion, no. They would qualify  for as
sistance from the ICA out of the $100 million but not from the Bank.
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Mr. Alexander. What would improved land use include?
Mr. Gordon. 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 agricu ltural credit institutions, assistance to supervised credit and agric ultural extension, and development of storage and market ing facilit ies; provided tha t resources of the fund shall not be used for the purchase  of agricultural land.
Mr. Alexander. Wouldn’t your statement under  section 104(a),  

“Land  settlement and improved land use” include soil conservation, 
reclamation, almost anyth ing tha t you wanted it  to ?

Mr. Gordon. If  you mean by reclamation, the building of an irrig a
tion dam, no, it would not include that.

Mr. Alexander. Tha t is in your mind, but is t ha t in the mind of 
the people who are going to make the loans and administer this 
function ?

Mr. Gordon. We discussed this question with the management of the Bank. It  is perfectly clear in their m inds; yes, sir.
Mr. A lexander. I am sure you have discussed i t many t imes bu t is 

there anything in writing tha t would specify and proh ibit the type 
of thing tha t I just  questioned you about, fo r instance, the irrigation  
projects ?

Mr. Gordon. No, there is no thing  in writ ing besides what is here, 
but there is, as Secretary Dillon indica ted-----

Mr. Alexander. Wouldn’t you agree with me that improved land 
use would include that?

Mr. Gordon. The term “improved land use” by itself, of course, 
could include that.  The reason the language is spelled out with the 
fur ther definition here is to indicate the kinds of land use improvements tha t the funds  are to be used for.

Mr. Alexander. I s there anywhere in writ ing tha t this committee 
could specifically tell whether certain things  would be included or 
not?

Mr. Berle. Would i t be wise to do that ?
Mr. P assman. If  the gentleman will yield, how are we going to 

consider an appropria tion unless you at least let the committee know what you are going to do with it ?
Mr. Berle. I think  tha t is true. I merely know, having been 

through this several times, that you get to part icular situations and if 
you make rules too rigid, you discover t ha t the one thing you really 
need to do to tie the th ing up-----

Mr. P assman. But you do leave the loophole fo r irrigra tion  proj 
ects ; do you not ?

Mr. Berle. I do not think we do  as a matter of fact, but I 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 I 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 Hai ti or elsewhere, and to 
be too rigid sometimes means tha t you haven’t been given the kit  of tools necessary to do the job.

Mr. Passman. Then you do leave a loophole for them ?
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Mr. Gordon. Not really out of these funds  for large-scale irr iga 
tion projects, Mr. Chairman. It  would be very odd, I think, for 
legislation to specify all of the things th at may not be clone.

Legislat ion specifies what may be done. These are the same terms.
Mr. Alexander. Would school construction projects be included?
Mr. Gordon. Not in the case of the Bank, bu t it would be specifically 

included in the case of the ICA,  yes.
Mr. Alexander. What could you build under  water supply and 

sanita tion facilities? Th at is a  rath er broad field l eft as is. What 
could you build under  tha t ?

Mr. Gordon. I think the  intent ion is to assist with the water supply 
problem, which as you know is one of the major public heal th 
problems.

Mr. Taber. That is being used right here in this country for the 
purpose of build ing all sorts of flood control and reclamation projects 
and th at would not help us a bit.

Mr. Gordon. The language here is, “community water supply and 
sanitat ion facilities .” We are talk ing about potable water. We are 
not talking about either industria l or agricultu ral water supplies 
here.

Mr. Taber. Those are things  that can grow once you get started.
Mr. Alexander. I would like to cover one or two others. In section 

1.05, “I n addition  the Adm inist rator shall utilize the resources of th e 
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. Gordon. 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  provid ing longer term housing 
finance and engaged in mobilizing domestic resources for this pu r
pose.

TEC HNICAL ASSISTANC E TO BE RENDERED BY INTER-AME RICAN BA NK

Clearly, and I have a quite interes ting example of this, the aided 
self-help housing migh t be to replace a slum. The contribu tion tha t 
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 tha t one can say that such an aided self-help 
projec t to replace a slum was kind of a slum clearance. In  tha t 
sense, it  would be. Wi th 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 recipien t country does 
not have properly qualified supervisors  fo r it ; technical assistance of 
tha t type tied to the  p arti cular project. In  the case of the supervised 
agricultu ral credit projects where the credit  is directly related to 
agricultural extension help, it might include the provision of a tech
nician on the p roject  to help tra in local people to carry out the agr i
cultu ral extension activities. It  is tha t kind of technical assistance 
tied in with the specific projects which is intended  by this par ticu lar 
paragra ph.
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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. P assman. Under  this fund ?
Mr. Gordon. 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 tha t might  be done.
Mr. Alexander. Tha t was under ICA. How was tha t project 

financed ?
Mr. J ohnston. Through ICA.
Mr. Taber. Did they get any contributions ?
Mr. Gordon. Yes, they did, Mr. Taber.
Mr. Taber. II ow much?
Mr. Gordon. As I recall, it was about 50-50.
Mr. T aber. I do not see why when we ask questions you do not give an answer. Give the  information so th at  we can get these hearings over with sometime.
Mr. P assman. This is important, if the gentleman will yield at this point.

LAC K OF DETA ILED PRO JEC T 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 illustra ted 
in the presentations. Is that a statement of fact ?

Mr. Gordon. Excuse me, sir.
Mr. P assman. We are dealing with examples of what could or should be done, what is desired, but we are not dealing with any spe

cifics. Did you not state yeste rday th at these examples could be modi
fied and conceivably the money would be spent for something else?

Mr. Gordon. I did say that.
Mr. Passman. I wanted the record to show that we are dealing 

with examples.
Mr. Gordon. But the money can only be spent for projects of this type and it is my belief tha t many of the projects tha t have been 

submitted to you will in fact be projects tha t are selected, although not necessarily in the amounts indicated.
Mr. Passman. I wanted to be sure the record shows tha t this is speculative, and not positive.
Mr. Alexander. Could loans be made by the Inter-American Bank 

for the building of any type of industries  ?
Mr. Gordon. No, s ir; not under this fund. Of course, it could be 

done out of its regular-----
Mr. A lexander. I understand. We are t alkin g about what we are 

considering here for appropriations .
Mr. Gordon. Industr ial development is completely outside this pro

gram, Congressman.
Air. Alexander. How about labor training centers? Could they be built?
Mr. Gordon. The Bank would not be involved in tha t, no. The ICA  under its education and tra ining program very likely would be 

involved.
Air. Alexander. It  is very interes ting to get all of these tha t can 

and cannot be brought under the program but what disturbs me is



171

how this committee can really determine what could be done u nder 
section 104 because the language, as the Ambassador says, is very 
broad. I am sure th at you have it  in your mind exactly what you w ant 
to do bu t it is no t very clear to me what  you intend to do because I  
think th at the language there  would allow you to do many of the things 
tha t you say you do not intend to do.

Mr. Gordon. I do no t thin k there is anything in here at all which 
refers to industria l projects under  any of these headings. Wi th re
spect to the education and train ing, 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 tha t the ICA  will be re
sponsible fo r the following. The first item is education and training 
programs, including projects  to assist in the strengthening of free 
democratic trad e unions.

Elsewhere in the book-----
Mr. Alexander. They could do tha t under thei r old program in 

ICA,  and not with just thi s $100 million. In  fac t, they are not limited  
in anything th at they want to do tha t would st imulate the economy.

Mr. Gordon. They are limited, sir, in this sense: Tha t they can 
assist in the training of people, including some tra inin g 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 
instruct ional items, laboratory equipment, and aid to construction, 
which are needed for a total  tra inin g project.

Mr. Alexander. Would you say under th is loan program you could 
have water pollu tion control projects?

Mr. Gordon. I 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 th at kind, clearly the w ater supply and sanitation proj 
ect would be designed to replace tha t by a clean water supply. This 
would not be, for example, for the control-----

land reclamation projects

Mr. Taber. Would the gentleman yield for a question ?
On page 5 of the other document it says:
Land recla mation demonst rations, est ima ted cost $500,000. Fun ds would be 

used  to purchase  equipment  to dem ons trate the  lat es t techn iques in land rec la
mation  in—

I t goes on along that line. Th at does not go with the pictu re of 
no reclamation. It  even says—
demonstrat ion of modern methods of water  explo ration, irrigat ion , and brush 
killing, together wi th proper rep lan ting techn iques,  will make a significant con
tribution to the  development of thi s vast are a and  make a large qua nti ty of l and 
ava ilab le t ha t is not now being used.

Mr. Gordon. That is righ t, Air. Taber. That is a p ilot demonstra
tion project. That is the kind of thing which the ICA  can now do, 
and indeed, as the next paragraph  indicates-----

Mr. Taber. This  is not an indication of what the ICA  would do. 
These are the justifications for this proposal.

Mr. Gordon. Th at is righ t.
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Mr. Taber. We cannot screen out every b it of tha t which does not 
jibe with what we have been told.

Mr. Gordon. 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 tha t is, no. The demonstra tion of 
methods of water exploration and demonstrat ion of methods of irr i
gation are quite different from a project of tha t sort.

Mr. Rhodes. How can you say that , Dr. Gordon, in view of the 
language on page C-3, under A, “Land set tlement and improved land 
use”? With  those words standing alone without  explanat ion, tha t 
does not mean anything but a reclamation project .

Mr. Gordon. I agree with you, Congressman, if the words stood 
alone without explanation, but they do not stand alone.

Mr. Rhodes. They do. The next word is “including.” I t is not 
inclusive. Read the rest  of it. There  is nothing  exclusive about this 
explanation.

Mr. Gordon. I t was intended to be indicative of the types of land 
settlement and improved land-use projects tha t are contemplated 
under the program.

Mr. Rhodes. If  I have anyth ing to say about it, if this bill is re
ported out, there will be something in the committee repor t which is 
much more exclusive than this.

Mr. P assman. 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  wTe cannot get 
this started off on the right foundat ion, I do not think  the American 
taxpayers will support you very long in this program. You 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 
adminis ter the funds. So far as specifics, they are not there. We 
actually do not know.

Mr. Gordon. May I make this one comment first. I  am sorry to 
have to disagree with you, but I do th ink the characterization  of this 
request as a blank check is not an accurate characterization.

Mr. P assman. You have not appeared before the Appropria tions 
Committee before, evidently, if you expect this committee to recom
mend funds upon the basis of what you have offered here. I t would 
certainly  be the exception, and would establish a precedent if we 
did so.

Mr. Taber. I t is a blank check, and  there is no use kidd ing yourself 
about it.

Mr. Passman. You may not like the way we express it, “blank 
check,” bu t i t is equivalent to a blank  check. We are not lit erally  go
ing down and get you a check and hand it to you, if you want to pin 
it down to pure technicalit ies; but  let me repeat , it  is the equivalent to 
a blank check. Do you agree with that ?

Mr. T aber. Absolutely.
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ICA OBLIGATIONS BY JU N E 3 0 , 1961

Mr. P assman. Mr. MacPhail, how much money does ICA  intend to 
obligate out of the $100 million by June  30, if you get the money?

Mr. MacPhail. If  we get the money, Mr. Chairman, we have es ti
mated it will be possible to obligate $50 million.

Mr. 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. Taber. Dur ing the noon hour, figure tha t out.
Mr. Passman. We want you to tell us what country, what projects, 

what amount, and when you ar rived at these estimates, each one.
Mr. MacP hail. Yes, sir.
Mr. Passman. We shall recess unt il 1 :30 o’clock.

af te rn oo n sessio n

Mr. P assman. The committee will come to order.
Mr. M acPhail,  yesterday I believe you stated to the committee tha t 

of the $100 million requested in this item to be administered by IC A, 
pa rt of it would be for technical aid and the other part for  capita l 
improvement items, and to attem pt to give us a division would be 
strict ly a guess. We accepted it  th at way. Today, so as to close tha t 
phase of the examination on the parti cular request, we asked you what 
pa rt of the $100 million would you expect to obligate in fiscal 1961, 
if you receive the funds? You responded with a specific figure ot 
$50 million. How do you reconcile your statement today with your 
statement of yesterday ?

Mr. MacPhail. Mr. Chairman, I do not see there is a nytliing 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 ha d to do 
a certain amount of research. Did you have to enter in to contracts or 
agreements ?

Mr. MacPhail. No, Mr. Chairman.
Mr. Passman. Then, this again is strict ly an example, or an esti

mate.
Mr. MacP hail. I t is an estimate.
Mr. Passman. You have no firm commitments ?
Mr. MacP hail. We have no firm commitments.
Mr. P assman. It  could be $50 mil lion ; it could be zero.
Mr. MacPhail. It  could be $75 million. This is an estimate.
Mr. Taber. Give us a breakdown.
Mr. Passman. It  could be $100 million or i t could be zero. There 

is nothing firm at this time.
Mr. MacP hail. The $50 million was based on our best estimate 

from the projec ts which had come in.
Mr. Taber. What does the $50 million include ?
Mr. Passman. You promised before lunch tha t you would tell us 

specifically the contracts  t ha t 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 tha t you could not substantiate, you could withdraw’ it. As you say you do have firm commitments, contracts which would require this, even i f 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. Taber. And the amount.
Mr. Gordon. Before Mr. MacPhail replies to this, could T put this point in perspective, because there were a number of related questions on th is this morning, and I would like to explain exactly where we stand, what we are tryin g 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 t hat  pa rticu lar phrase  because I do not th ink this is a blank check. Firs t, it is limi ted in amount. Secondly, it is for  a 

defined set of purposes. Thirdly, it. is to be used throu gh a defined method of adminis tration or throu gh methods of admin istrat ion and 
under defined conditions.

I do not mean to suggest that  the program presentation which is 
being made here contains the kind of specificity and detail which is done in the normal course of events in connection with ICA  technical 
cooperation programs. We tr ied 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 FI RM  PROGRAM FOR USE OF FU ND S

With respect to the flexibility of the Bank part of this, it is, of course, customary in the U.S. contributions to international insti tutions for there to be some flexibility. Otherwise, there would not be 
any point in having the interna tional institut ion do the administra tion. This morning Mr. Alexander and Air. Rhodes asked a number 
of questions as to the meaning of various pa ragraphs  which described the functions that the Bank is supposed to perform under this. I tried 
to answer those to the best of my ability. I think  it was quite clear that there are certain types of activity  which are clearly outside the program entirely,  such as industr ial projects, irrigation works of the dam-bui lding type, hydroelectric projects, and the rest. I gather that 
Air. Rhodes felt there was some ambiguity in the par ticu lar language 
in the.trust,  agreement as it stands. What was said here, of course, would become pa rt of the legislative  history . It would be he lpful on 
those points, particularly on the agricultural and land-use section, to have some further clarification of this . We would be perfect ly happy 
to t ry to w ork out language to be pu t 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 fair ly succinct 
document, and if the words do not make this  clear, we want to make clear w hat the intent is.

With respect to the ICA  part of this, which we were discussing immediately before lunch, we have said tha t we do not  have fully de-



175

fined projects. We do not have any contracts  with recipient 
governments.

Mr. Passman. Or agreements ?
Mr. Gordon. We do not have agreements, tlie equivalent of contracts. 
Mr. Passman. Are we stil l in accord tha t these are examples, and 

they may or may not be carried out ?
Mr. Gordon. This is w hat I wanted to explain, Mr. Chairman. 
Mr. P assman. Would  you just answer before you explain it, so 

when I  get to the record I will unders tand it. Are we still in agree
ment on that ?

Mr. Gordon. I am sorry.
Mr. P assman. You answer it as you see fit.
Mr. Gordon. Tha nk you.

BA SIS FOR  A N TIC IP A TED  OB LI GA TI ON S OF  $ 5 0  M IL L IO N  BY  JU N E  30

We have submitted here a paragraph-by -paragraph summary ex
planat ion of roughly $187 million, I think it is, worth of proposals tha t 
have been reported to us by our missions in these various countries, 
which are in differing degrees of refinement at the present time. These 
are not contracts. They do not constitute commitments on the part  
of the United States. They are not firm bilateral agreements, as 1 
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 r igh t kind of legislation already 
exists, and where, therefore,  we believe tha t the negotiation of a 
specific project should be possible in a short time. As I said before, 
it may not be in the par ticu lar amounts which are indicated. The 
precise number of technicians and this kind of t hing we do not have. 
We do have a p retty clear idea of what is intended.

Wha t 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 they stand, and why they are suffi
ciently advanced tha t we believe th at 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 par t before June  30.

Mr. Passman. In  going over your justifications you refer red to 
examples of w hat should or could or may be done. You stated yester
day tha t 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
thin g which could be any more uncertain, in that you may abandon 
altogether these projects  referred to as examples.

Then we move on to the statement of yesterday, when we were t ry 
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, th at 
it could be detailed as to how and where the $50 million would be 
spent. If  you are going to pu t in the record where it may be spent,

67 61 5— 451------ 12
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where it  could be spent, or where i t should be spent, th at 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 projec ting the cost to completion. You do not have tha t information, do you ?
Mr. MacP hail. 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 rig ht there ?
I)o you have any righ t to enter into an agreement before you get an a ppropriation?
Mr. MacPhail. We do not, sir. This is the reason these are estimated costs and estimated completion dates, with estimates of the numbers of technicians and par ticipants.

PROPOSED PROGRAM IN  HO ND UR AS

Mr. Passman. Now, one country. Let us start. What country  do you want to pick?
Mr. MacP hail. We can star t with Honduras.
Mr. Passman. All right , sir. Let us get over to the page showing Honduras.
Mr. MacPhail. Tha t is pages 50,51, and 52.
Mr. Passman. Let us clear this up first. Are we dealing with an example o f wha t may be done or wha t shall be done?
Mr. MacPhail. This is an example.
Mr. Passman. This is an example. All right . It  was stated yesterday  tha t the examples may or may not be a guideline, tha t you may not do any of the things set out in the examples. Are you reversing that position today ?
Mr. Gordon. Mr. Chairman, I  would like to answer that , i f I may, because I made the statement yesterday.
Mr. Passman. Go ahead, please.
Mr. Gordon. Your question is posed in such a way th at you leave no space between the two extremes of saying tha t these are the  specific projects which will be done on the  one hand, or tha t none of these will be done on the other. I stated yesterday and I should like to repeat today, i f I  may, th at these are not ju st 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 appropria ted, the ones tha t 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 part icular one in here, I cannot say tha t tha t one will be done.
Mr. P assman. But did you change your testimony today, as compared to yesterday when you said none of them may be done, tha t you may have entirely a different group ?
Mr. Gordon. I think, sir, if the record is reviewed it will not be found th at I  ever said yesterday-----
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Mr. P assman. You said a possibility.
Mr. Gordon. Tha t we might have an entirely different group.
Mr. Passman. I am not arguing with you. Go back and check the 

tran scr ipt of yesterday. Then today, you did make the statement 
tha t you estimated you could obligate $50 million. You would have 
about 2 months or so, in which to do it, if everyth ing worked as 
you wanted it to, to go back to these countries and enter into agree
ments and contracts, some of them requir ing 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. MacPhail. Yes, sir.
Mr. Passman. What is the average length of time required  to 

obligate new funds given to you by the Congress ?
Mr. MacPhail. 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 tha t 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 
GO days.

Mr. MacPhail. I would like to clarify  that, i f I  may.
Mr. Passman. I wish th at you would.
Mr. MacPhail. A good number of the projects in here are  projects 

which are high on the prio rity  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 tha t there  was no du
plication, tha t this was a “new scope,” and there would not be any 
overlapping?

Mr. Gordon. That is right, sir.
Mr. MacPhail. A number of these projects—the new scope, i f you 

wish to ident ify it as th at—represent addit ional  capital  to carry  out 
demonstra tion projects  which have al ready been star ted and in many 
cases already tested and proven. We have the  general cost estimates, 
the designs, and so forth.

Mr. P assman. Out of what fund did you do tha t ?
Mr. MacP hail. 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 

tha t? Why did you do tha t plann ing when you had no app ropria
tion? You made plans and spent money out  o f every other account 
to do planning  for projects for which you did not know whether 
you could get an appropria tion.

Mr. MacP hail. We were not conducting the demonstrat ion and 
pilo t programs on the basis of planning expanded programs. The 
demonstration programs were designed to demonstra te in the indiv id
ual countries, techniques whereby people could work togethe r 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. Passman. Under the regula r U.S. technical aid.
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Mr. MacP ha il. That  is corr ect .
Mr . P assman. Of  course, if  you  did  not ge t th is  ap prop riat ion,  yon  would expect to  com ple te those contr ac ts ou t of  your  regu lar 

ap prop riat ion,  would you  not?
Mr . MacP ha il . I f  we h ad , fo r exa mple------
Mr. P assman. Wou ld you  give us an answer?  As  you planne d 

them un de r the  U.S. technica l aid  prog ram , an d you  firmed the m up,  
wou ld you no t hav e exp ected to ca rry  them ou t of the regu la r ap pr o
pr ia tio n?

Mr . MacP ha il . You  would  complete the demo ns tra tio n projec ts;  
yes.

Mr. P assman. Ou t of  th e re gu la r U.S. technical  aid  funds?
Mr. MacP ha il . That  is cor rec t. You  w ould not , how ever, expand  

the ac tiv ity  to  c ar ry  out  the  objec tives of  th e act of Bogota ? In  o ther  
wor ds, there is a difference betw een bu ild ing a school  on a demo ns tra 
tion basis, on the bas is of sel f-help  ac tiv ity , and a pro posal , which  is 
con tained  in some of  these, of  bu ild ing 20 or 30 schoo ls or 6,000 or 
7,000 classrooms . Th is  is t he  difference.

SEL F-HELP  HOU SING PROGRAM IN  GUATEMALA

Mr. P assman. H ow ma ny sel f-help  homes did you  bu ild  in Gu ate
ma la u nd er  the IC A program  ?

Mr.  J ohnston. Mav  I  check tha t.
Mr . P assman. You may  check it and  p ut  i t in th e reco rd.
(T he  i nformati on  fol low s:)

G uate m ala  Aided  Self-H elp  H ousin g  P rogram

The  U ni ted S ta te s has re nder ed  as si st ance in  th e co ns truc tion  in  G ua te m al a of ap pro xim at el y  2,000 fa m ily u n it s which  ha ve  a lr ea dy been co mplete d an d appro xim at el y 150 fa m ily un it s which  a re  now und er  co nst ru ct io n und er  th e ICA aide d se lf -h elp ho us in g pr og ra m .
Mr. P assman. Di d IC A  set  up  a cred it in the development  bank  

un de r thi s p rogram  in L at in  Am eric a?
Mr. MacP ha il . In du st ri al  development  ba nks ?
M r. P  ASS M AN. Yes.
Mr . M acP ha il. Th ere  a re  certa in cou ntr ies  where we ha ve been  con 

du ct ing technical coo perat ion  activit ies—I  wi ll have to check the c oun 
tries them selves—where , in connection  wi th the pr od uc tiv ity  p rogram  
or the  indu str ial  dev elopment  prog ram we have worked  locally  in in st itu tin g developmen t bank s.

Mr.  P assman. Do you know wh eth er or  n ot  you have assigned any  
“seed'’’ cap ita l to any  bank  in Ce ntr al Am erica ou t o f IC A funds?

Mr.  J ohnston. Ou t of I C A  fu nds?
Mr.  P assman. Yes.
Mr. J ohnston . No t to  my knowle dge.
Mr. P assman. W ith in  t he  l as t 12 months  o r the last 6 m onths?
Mr. J ohnston. 1 cannot t hi nk  of  any,  sir , a t the  moment.
T hav e been not ified th at  there has been an  am ount of  money set aside fo r the C en tra l Am erican  B ank .
Mr . P assman. Tha t is n atur al .
Mr.  G ordon. Tha t is n ot  an indu str ia l dev elopm ent  ban k, of  course, 

Mr . Ch airma n. That , is a bank  to  help  get effective ly int o opera tion 
the Ce ntr al Am erican  Common M ark et a rra ngem ent.
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Mr. Passman. It  is the same type of th ing  as contemplated in this 
program, is it not?

Mr. Gordon. In  general, no.
Mr. P assman. When you say “in general, no,” Doctor, what do you 

mean ? Wha t pa rt would be “yes” ?
Mr. Gordon. I mean that  assistance under  this program is not 

intended for mult ilate ral institu tions developed in connection with 
Common Market or free trade areas in Lat in America.

EX A M PLES ONLY— NO  FIR M  JU ST IF IC A T IO N S

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 pa rt of this new program tha t you have firmed 
up in Honduras have they agreed to pay , and what is the date of the 
agreement ?

Mr. MacPhail. Sir, we have not firmed up any program with 
Honduras.

Mr. P assman. I have been waiting all day for t ha t answer. This is 
still speculative, and it is still an example. You have no program 
firmed up ?

Mr. MacPhail. These proposals were made bv the Government of 
Honduras to our embassy and our mission in Honduras and, as has 
been explained before, the re has been no detailed negotiation  on them 
whatsoever.

Mr. Passman. No contracts in effect, as it would apply to this?
Mr. MacPhail. No ; there is no contract.
Mr. P assman. They are to be worked out?
Mr. MacPhail. That  is correct.
Mr. P assman. Even in IC A, with years and  years of experience un

der the technical aid program, and through which experts have been 
plann ing with these countries, with agreements in effect, with con
trac ts in effect, it takes from 7 months to 12 months to obligate the 
fund s; bu t now you are going into countries where you have no agree
ment, where you have no contract as such, where you have no specifi
cally planned programs, yet you anticipate tha t you can obligate $50 
million in ju st a matter  of weeks.

Mr. MacP hail. Some of these projects are based on demonstra
tion and pilot activities which are underway. In  Honduras, for 
example-----

Mr. Passman. Then it is duplica ting, for  example, is it  not? Are 
you not dup licating ?

Mr. MacP hail. May I give you an example ?
Mr. P assman. I am trying to find out, because I  am trying to help 

you. Is this  not a duplication of  other projects ?
Mr. MacPhail. No ; it  is not.
Mr. P assman. You planned them under IC A and intended to carry 

those projects out under  an ICA appropria tion. Now you come 
along and substitute this appropria tion for projects planned under 
the regular ICA  appropriation. That would not be duplicating? 
Are you not going to do projects out of this money tha t you could 
not do out of the other  ?
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Mr. MacP iiail. Not in this circumstance; no. In  Honduras we have assisted in building three demonstration schools of an aided self- help variety.
Mr. P assman. Out of ICA funds.
Mr. MacP hail. With  ICA  and Honduran funds  used cooperatively, largely ICA  teclmical assistance and Honduran labor and effort and land given to it.
For example, there is a proposal here which would expand that  activity  and allow the Hondurans  to increase the activity  and provide approximately 1,000 new rooms in schools tha t are based on this past demonstration activity.
Mr. P assman. In tha t connection, as you had ICA  funds to in itiate these projects, you a re going to finish the year, we hope, with uncommitted 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. MacPhail. 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 tha t ICA activity  and the program will proceed between the ICA  and the Government to develop schools in relation to a nat ional goal. The demonstration or pilo t portion of the program presumably is finished.
Mr. Passman. Then you will continue the same type of work, though, under this  new program tha t you ini tiated under the old pro gram. As you are going to have unobligated funds in the U.S. technical aid category, why could you not continue to work out of those fund s? Why do you have to go over into a new account?
Mr. MacPhail. 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 tha t it was a program by which we hoped to demonstrate the cheap and efficient way of building schools.
Mr. Passman. Surely.
Mr. MacPhail. The Hondurans  in their social development programs are very anxious to increase the number of elementary schools. There is only 35 percent literacy  in tha t country. They therefore want to expand thei r p rimary 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. P assman. Could you have accomplished the same thing, and is your ICA legislation broad enough for you to continue tha t activity, out of your regular  funds ?
Mr. MacPhail. I explained this morning, Mr. Chairman, tha t the ICA  has had technical assistance funds only for demonstration and tra ining and surveys.
Mr. P assman. You could not have continued out of the ICA funds?Mr. MacPhail. Tha t is correct.
Mr. P assman. Then, you have a technical aid projec t here which does not comply with the present legislation governing the expenditure  of technical aid funds.
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Mr. MacP hail. The demonstration aspect of the self-help school 
construction is clearly within the technical cooperation authorization 
and appropr iation  under the Mutual Secur ity 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. MacPhail. No.
Mr. P assman. If  you started something th at you could not continue 

or could not complete ?
Mr. MacPhail. As Mr. Gordon has pointed out and as other people 

have pointed out, there is a lack of internal resources for many L atin 
American countries to move forward with desirable and necessary 
social developments in the field of education and health. This par
ticu lar appropria tion which is before you is designed to meet that 
need. In our judgment , I think it is fortunate tha t you have had in 
the past technical cooperation which has been designed to improve 
the skills of people, to help them streng then their institutions, to 
carry  out social development, and to provide demonstration, train ing,  
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 unders tand anyth ing 
you are try ing  to firm up because the record is too clear, unless we 
can go back and change the record, t ha t these are just examples and 
may not  be carried out in th eir  en tirety or at all, as an outside possi
bility, and tha t in advance of even knowing tha t you would have a 
program like this, you have spent certain  funds under ICA’s pi lot 
projects. Now you are coming in  to  get money to extend these pilot 
projects.

Mr. MacPhail. These p ilot p rojects and demonstrations have been 
before this committee as pa rt of the technical cooperation program 
for a number of years.

Mr. P assman. I understand tha t. You plan out of  this  approp ria
tion to expand on those projects, do you not ?

Mr. MacP hail. The ICA  is not per se doing that.  The ICA  will 
be one of the organizations designed to make funds available under  
agreements w ith the Lat in American countries so they can move for 
ward on a broader purpose of the Act of Bogota.

PREPARATION OF JUSTIFICA TIO NS BY ICA

Mr. Passman. ICA  prepared the skeleton justifications, did they 
not ? It  was accomplished with ICA personnel ?

Mr. MacP hail. They have personnel in the field.
Mr. Passman. I speak of these examples of justifications prepared 

in the ICA.
Mr. MacP hail. Tha t is correct.
Mr. Passman. With ICA  personnel, which has done the  plann ing 

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. MacP hail. Within  the overall policy guidance of the State  
Department, yes.
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Mr. Passman. Do you not have tha t same guidance in the regular technical aid program of ICA  ?
Mr. MacPhail. Yes.
Mr. Gary. I have my own bill I am presenting.
Mr. Passman. 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 tha t this $500 million was authorized by the Congress last year. Is tha t correct ?
Mr. Berle. That is correct.
Mr. Gary. I t was authorized at just about the time of the Bogota Conference, a few days before ?
Mr. Berle. Tha t is my understanding. I was not in the Government but I believe i t happened on the eve of Secretary Dillon’s trip to Bogota.
Mr. Gordon. 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 tha t, j ust at th e time Secretaiy Dillon left  this country for the Conference.
Mr. Gary. On the st rength of t ha t author ization the U.S. Government entered into certain commitments with the other  American countries assembled at Bogota in which it was understood that the United States w’ould p artic ipate  in this general program for which the $500 million was designed ?
Mr. Gordon. I would say, Mr. Gary, tha t the United States indicated it was the inten t of the U.S. Government, on the basis of this authorization, to establish  th is social fund for the purposes th at were discussed and incorporated in the act of Bogota.
It  was not  a legal commitment, of course, because of the absence of funds.
Mr. Gary. I understand tha t, but i t was an agreement that  we would enter into this program. The amount of funds was n ot mentioned, but it was understood Congress had already authorized $500 million for  this  purpose.
Mr. Gordon. That is right.
Mr. Gary. In  the face of that we did—was tha t not a signed agreement ?
Mr. Gordon. Tha t is right.
Mr. Gary. And this  was taken into consideration, t ha t we would enter  upon a program of this kind ?
Mr. Gordon. Certainly.
Mr. Gary. W ithou t any amount being specified in the agreement?Mr. Gordon. That is right.

E FF ECT OF FA IL U R E  TO A PP RO PR IA TE  F U N D S

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 tha t agreement ?
Mr. Berle. It  would be a blow to the American prestige and the American political position. I think the reaction would be—Americans ta lk a g reat deal, but when it comes to gett ing something done
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they are somewhere else. We should have to meet tha t on our own 
behalf, but it would be twisted and double twisted by the very active 
propa gand a tha t is there , and it would be a very unhappy situation 
for us, Mr. Gary.

Mr. Gary. Would it give Castro ammunition for the propaganda 
fight he is carrying on in Latin America ?

Mr. Berle. 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 prim arily  from Soviet or Peiping.

Mr. Gary. It  would give the Soviet Union an opportunity to use 
tha t against us in those countries.

Mr. Berle. No doubt about it at all.
Mr. Gary. You think  it w ould be very serious ?
Mr. Berle. We would have a very unhapp y time, yes.
Mr. Gary. Do you agree with that,  Mr. Gordon ?
Mr. Gordon. I certain ly do. I think Mr. Berle’s expression of 

“very unhap py” is a gross understatement, Mr. Gary, of the  si tuation 
we would face. I thin k it w’ould be a disaster for the United States 
in its Western Hemisphere relations.

Mr. Gary. Mr. Johnston, you.were  there and you worked there a 
good while. Do you agree with tha t ?

Mr. J ohnston. I do, sir.
Mr. Gary. That is all I  have.
Mr. Passman. Did you state yesterday, in effect, tha t notwith

standing the Communist threat  this was a desirable program and 
should be carried on ?

Mr. Berle. Yes, sir.
Mr. Passman. Wh at would be the effect if the Congress did not 

appropria te 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. Berle. I would w ant 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. P assman. Tha t is your opinion, and I have a different  opinion.
If  overnight the Communist t hreat ceased, would you feel this pro

gram is sti ll desirable and should be continued, notwithstanding the 
fact, that the Communist threat no longer is there ?

Mr. Berle. Yes, Mr. Chairman. Unless this vicious circle is broken 
somehow, while we would not have the pow’er 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 wrest ling now with some of the 
problems created when they finally fell.

Air. Passman. They waited 200 years, or longer, for this money. 
The record certain ly 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 I 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 tha t we can get off on this 
long-range, expensive program on a sound foundation , and not on a 
slipshod basis.

You 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 tha t you would detail it.

Now you say it is impossible to do so.
JU S T IF IC A T IO N  SIM IL A R TO IN IT IA L  APP ROPR IA TIO NS FO R EXPO RT- IM PO RT 

B A N K

Mr. B erle. As counsel for the Reconstruction Finance Corporation 
I assisted in the organization  of the Expo rt-Import Bank and certain 
other  agencies of tha t kind. At tha t 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 gran ted and on what terms because these 
are subject  to negotiation.

With out the money we cannot negotiate.
In  some sense I  consider that this trust fund has to proceed more 

or less on tha t 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 throug h with a 
record, and based on the record of the men and the projects, the E x
por t-Im por t Bank, and the ICA, the basis will be there.

Mr. Gordan. And the Inter-American Development Bank.
Mr. Passman. This is a departure  from the regular procedure of 

the ICA,  for which you come in specifically with the projects and 
with the estimated cost.

Does ICA  justi fy by project?
Mr. MacP iiail. AYe have in the past.
Mr. Passman. This is a departure from the regu lar and normal 

procedure.
Mr. Berle. ICA could do tha t now, but I  do not imagine they 

could have done i t when it was getting started. You have to star t 
somewhere.

Mr. Passman. I s this $500 million a magic figure? If  we make 
any reductions will everything be lost?

Mr. Gordon. The answer to tha t is tha t $500 million is a figure 
which is substantially lower than what we believe could be usefully 
spent.

Mr. P assman. 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 th ing fall apar t?

Mr. Gordon. I do not think there is any such thin g as a magic 
figure. I t is a necessary figure, a needed figure.
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Mr. P assman. 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 blank 
check operation.

Mr. Gordon. Can we finish the discussion of the Honduran case?

BASIS FOR ICA ANT ICIPAT ION  OF ABIL ITY TO OBLIGATE §50 MIL LION

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 specifics. If  you do no t have specifics, i f you do no t have 
agreements, there is no use for our prolonging  this.

You have said numerous times during the hearings tha t you may or 
may not follow these examples. Now you are trying to take these 
examples th at you said you may not follow and justi fy tha t you may 
obligate $50 million.

Mr. Gordon. Respectfu lly, Mr. Chairman, I thin k 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. Taber. 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 th at  the picture ?

Mr. Gordon. No, Mr. Taber.
Mr. Taber. I  have listened to this beating around the bush for 3 

days now. I am getting awfully sick of it.
Mr. Gordon. I t was the purpose of my request to the Chairman that 

we have an oppor tunity 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 to indicate to you 
just  what we do have.

Mr. P assman. Are you not supplementing your elaborat ion of w hat 
is in the book here, which you said was an example tha t you may or 
may not follow ?

Will  you not use that to ju stify the obl igation? Is tha t correct?
Mr. Gordon. Before lunch you asked us why we thought it would 

be possible to obligate $50 million worth of the ICA  pa rt 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, bu t are 
merely project ing an imaginary figure tha t you may obligate $50 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 
tha t these are examples 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.

If  we ever reach an agreement tha t this is merely something you 
have not had an opportuni ty to firm up,  it would be much bette r to 
consider it on that basis.

Mr. Gordon. Wh at 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.
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Mr. Passman. Then why do yon not rest your case there, and let 
us cooperate with you in the best way we can ?

Mr. Gordon. 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 substan tial 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. P assman. Will  you do i t on the basis of facts, figures, and con
tracts , or on the basis of your illustrative plans? The examples are 
jus t guidelines.

Mr. Gordon. If  we can go case by case, we can show you what the 
present status is.

I have said there are no contracts.
Mr. P assman. I am willing to buy that. There I can res t the case.
Mr. Gordon. I don’t think it should be rested there.
Mr. Passman. Proceed, then.
Mr. Gordon. What we would like to do is to show you through these 

examples which Mr. MacPhail will e laborate on why we believe that  
when the  funds are in hand  contracts  can be entered into promptly.

Mr. P assman. 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 tha t and listen.

Mr. Gordon. 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 tha t basis? It  is a belief, and not based 

upon any firm contracts or agreements ?
Mr. Gordon. There  are no firm contracts or agreements.
Mr. Passman. Please proceed in your own way.
Mr. Conte. Your belief, however, is based upon fieldwork already 

done bv the Embassy in the 18 different countries ?
Mr. Gordon. That is righ t, Mr. Conte.
Mr. Conte. That is very important.
Mr. P assman. What  fieldwork, and where are the reports? Do 

you have field reports that you can discuss?
Mr. MacP hail. We have reports f rom the field we can discuss.
Mr. J ohnston. We would have to  ge t those.
Mr. Passman. Do you have some?
Mr. J ohnston. Yes.
Mr. P assman. Give the date and the field examination.
Mr. MacP hail. All righ t, sir.
Mr. P assman. Dealing with th is specific appropriation  request.
Mr. Taber. 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  t hat  kind. Tha t should all be 
in the same place.

Mr. Passman. You have no repor ts from the field from the ICA 
personnel deal ing specifically with this item, do you?

Mr. MacP hail. Not as such. no.
Mr. P assman. Then, how will you be able to make a case, if you will 

not deal with this appropriation and expenditure ? You are going to 
go back and take some old ICA files under the regular IC A technical
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aid programs, where these have been going projects, and expand from 
there. Is tha t what you are doing?

Mr. MacPhail. No, sir. What we received in Washing ton as the 
result  of a join t message which went to  the field last October, first it 
went to author ization, includ ing the recommendations of the embassies 
and missions, and in many cases the requests of the government, the 
various governments for part icul ar projects  and activities under the 
social development program.

Mr. Passman. As you have no specific agreements or contracts, it 
is speculative; since it may or may not be carried out, would i t not be 
bette r for you to get what information you have there?

Mr. MacPhail. Yes.
Mr. Passman. Wi th 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. MacP iiail . We will submit it tomorrow morning.
Mr. P assman. Off the record.
(Discussion held off the record.)
Mr. Andrews. You have a total shown on table 1 of $1,225,270,000. 

Is tha t amount correct?
Mr. Gordon. Th at is righ t.
Mr. Andrews. You told us yesterday these were the requests tha t 

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  rig ht ?

Mr. Gordon. That is righ t.
Mr. A ndrews. Off the record.
(Discussion held off the  record.)
Mr. P assman. Where  d id you ge t the  $---------------- figure for the

West Indies and the eastern Caribbean? You had to arrive at tha t 
somehow. You had to have papers from which to work, d id you not ?

Mr. MacPhail. This  was a recommendation from our mission.
Mr. Passman. Where is the  mission located ?
Mr. MacPhail. In  Jam aica  and Trin idad .
Mr. Passman. You have that  correspondence with you ?
Mr. Berle. Correspondence; yes.
Mr. Passman. We are not requesting anything  unreasonable . We 

want  actual correspondence and records of dealings in the countries 
we have indicated.

Mr. Berle. These others would be much more complete. The West 
Indies is a nebulous situation , a country just  coming into existence.

Mr. P assman. That amount looks big to me. You did  not just pull 
it out of the air, I  am sure.

Mr. Berle. It  was not pulled out of the air.
Mr. Gordon. I do not think we can do this  in a ha lf hour.
Mr. P assman. You have the files.
Air. Gordon. If  you could leave th is over un til tomorrow morning 

we will be able to-----
Mr. Passman. Would you call for them now?
Mr. MacP iiail. We will do the best we can.
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U.S . AID TO L A T IN  AM ER IC A

Mr. Na tciier. Since the mutual security program started, can you 
tell me how much we have appropriated  to Latin  America?

Mr. Gordon. Under the Mutual Security Act for Latin  America, I have the figures here on page E -l . These are the amounts actually 
obligated, and the total under the Mutual Security Act is $565.1 mil
lion from fiscal 1952 th rough fiscal 1960. Tha t is obligated through  June 30 of last year.

Mr. Natciier. Can you give me an idea as to the Export- Import 
Bank loans, the approximate amounts  for Latin America ?

Mr. Gordon. In the period 1951 through 1960, $2,070 million.
Mr. Natciier. Mr. Chairman, since I have been a member of this 

subcommittee, as you well know, we have been criticized on a number 
of occasions due to the fact tha t a great  deal of our technical assist
ance money in Latin  America was a duplicat ion with technical assistance 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 tha t my chairman and the o ther mem
bers of this subcommittee had developed during  tha t par ticu lar ses
sion of Congress.

During the past few days it has been pointed out on a number of 
occasions that, for  a numl>er of years our country has furnished technical assistance funds and also investment funds for Lat in America.

Mr. Gordon. Tha t is r ight.
Mr. Natciier. Since the close of Wor ld W ar II , I believe some $12 billion has been invested in Lat in America by American interests.
Mr. Berle. Approximately tha t; yes, sir.
Mr. Natctier. This should have produced many benefits so far as 

Lat in  Am erica  is concerned.
Mr. Gordon. An d i t has  done so.,

elimination of criticisms of aid programs

Mr. Natcher. Assuming tha t this subcommittee would go along on this part icular request, which is an innovation so far as the inter- 
American program for social progress is concerned, what  assurance do we have tha t the money appropria ted and used for the purposes tha t you set forth in your testimony to the committee will produce benefits and not criticism such as we have had over the years. Not only from the standpoin t of dupl ication 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.

Wha t assurance can you give us tha t these criticisms we have had over the years will be somewhat corrected through this new program?Mr. Gordon. Let me say two things  about  tha t:
Firs t, we cannot give any assurances bo the committee tha t 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 fa r as it is within  our 
capacity to do so.

With  respect to consultation with the La tin American governments 
and people, the fact tha t almost 80 percent of these funds are pro
posed to be administered through the Inter-American Bank, which 
is an institu tion 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 g reat deal in taking some of this 
criticism based on purely bilatera l programs out of the picture.

Secondly, with respect to the purposes, these are directed toward  
purposes which are a t the h eart 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, tha t the Communists and their  friends will criticize us, no 
mat ter what we do. They will criticize us for doing too little or 
for doin£ 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 tha t the kinds of change 
these programs are intended to help may be uncomfortable for them.

KNO WLEDG E OF AVERAGE CITIZE N OF U.S. AID PROGRAM

Mr. Andrews. If  we pu t $394 million in tha t Bank and loans are 
made from i t to government agencies, how will the man on the st reet 
know tha t the U.S. Government is helping him or his community 
throu gh the expenditure  of those funds ?

Mr. Gordon. He will know tha t an inter-American institu tion 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 tha t 
his condition has improved somehow.

Mr. Andrews. 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. Berle. 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  is one of the matte rs my task force has been working on con
tinuously.

This is something done before, where you see an American flag next 
to a Guatemalan flag. This is an initial  motive. You can do a lot 
with the press, with the radio, and wi th 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 tha t to coordina te this  kind of thing with the Amer
ican In formation  Service is one th ing we are working on.

If  to pacify people is the reason we do this I am out. I wouldn’t 
blackmail anybody. Eit her  it is worth doing, in which case you do do 
it, or i t 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 people in Latin America, and the program is designed to meet a situation 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.

NEE D FOR R API D A VAIL A BIL IT Y O F F U N D S

Mr. Passman. I thought you had indicated earlier , in response to Mr. Gary ’s question, that if we did not move, and move swiftly, in making available these funds tha t we would disappoint the people in Lat in America, and they would think we were doing a lot  of talking and very little  delivering
If  they do not like communism, a nd believe in the democratic p rin ciples to which we subscribe, what would be the situation? Why should those leaders, who should understand  the evils of communism, turn  overnight and say we are a bunch of bluffers and they may change their philosophy ?
Mr. Berle. The leaders will not, sir.
Mr. Passman. The hearings on tha t same question are voluminous. We went into some European countries. It  is in the record tha t 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 the ir respective communities. The record is loaded with tha t sor t of thing.
Mr. Berle. I am not fam iliar  with the record.
Mr. P assman. You do not subscribe to tha t viewpoint, do you?Mr. Berle. No, sir.
Mr. P assman. Some of your predecessors did.
Mr. Berle. I have been in Latin  America and I  have been involved in th eir 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 th at a lively party on the street, which would perhaps call itself the nationa lists, Castroists, energized and financed by Communist machines, would with  the newspapers they control promptly  star t in. The campaign would rise and i t would be tha t kind of t hing far  more th an the immediate defection of par ticu lar leaders.
This is what has happened before and  what could conceivably happen again.
I t is really in a sense tha t sort of thing which is more important than  the fact tha t any individua l will change his mind.
Mr. Passman. Is th at not blackmail in reverse? If  you do not get it from one group you get it from another ?
Mr. Berle. It  is politics.
Mr. 1 ’assman. We have said over and over we would not do this. We said we would never pe rmit 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 tha t effect. But, that  is just what we are doing here, is it not ?
Mr. Berle. We are in a political struggle and there is no escape from that.  We would best t ry  to arrange the affairs so tha t in tha t political strugg le we come out of it as well as we can.
This is a case for perfectly  blunt  talk. I 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 th is 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 Lat in America 
ultimately th inks its hope lies.

Any indication  th at nothing much will happen, and life  will simply 
be more of the same, simply means tha t a grea t number of people 
will feel there is going to be no social trans formation  whatever. 
Whatever may have been the case a few years ago, at  the moment very 
large part s of this population feel the time has come fo r 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 earlie r t ha t 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. Berle. Our resources certainly will hold out if our ideas are 
good enough. I t is mixing a great deal of brains  and a great deal 
of organizing ability with a relatively  small amount of money tha t 

. will bring this around in my judgment.
Mr. Passman. I wish you would read this statement  of mine 

sometime.
Mr. Berle. This  is not a matter where you can regard dollars as 

anyth ing other tha n par t of the mater ial.
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 f ather say this many times, “Talk  is cheap. It  takes 
money to buy whiskey.” I wonder sometimes where my father got 
(hat informat ion.

AID TO LATIN  AMERICA

You stated a moment ago, Mr. Gordon, tha t the amount of funds 
provided through the Exp ort -Im por t Bank was $2,070 million?

Mr. Gordon. Yes.
Mr. Passman. And our mutual security expenditure was $565 mil

lion. What would th at total be ?
Mr. Gordon. $2,635 million.
Mr. Passman. That does not jibe with the $3,263,900,000 in the 

justification book, then, does it?
Mr. Gordon. No, sir ; because the book has a number of other items 

in it,
Air. P assman. Which means that  if  we get the information we have 

to ask specific questions on every item.
Air. Gordon. No, sir.
Air. Passman. You are fair. You answered the question. If  you 

leave that  in there, the  $565 million and $2,070 million, i t does not add 
up to $3,263 million. That has been total aid.

Air. Gordon. Would you like me to complete the record? I would 
be happy to do so.

Air. Passman. Certainly we want  you to complete it. Give us the 
total.

07615—G1------ 13
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Mr. Gordon. I was responding to the questions asked.
Mr. Passman. Certainly. I do not blame you for not elaborating 

to pick up the other.
However, let us do it now.
Mr. Gordon. 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’s, called 

“other  loans and grants,” ad ding up to $58 million. I would have to 
find out just  what those are. Those were before the Mutual Security 
Act in its present form.

I would have to look up the early year items.
Mr. Passman. Thank  you very much.
(The inform ation follows:)

The $58 million in “other” U.S. economic ass istance gran ts and loans shown 
on the table consists of the following:
Grants:

Hoof and mouth disease control, Mexico----------------------- $18, 600, 000
Institu te of Inter-American Affairs, technical assistance (fiscal

year 1951)_________________________________________ 8, 500, 000
Public Law 216, famine relief in Bolivia---------------------------  8, 000, 000 •

Subtota l___________________________________________ 35, 100. 000
Loans: U.S. surplus property credits------------------------------------- 22, 900, 000

Total, grants  and credit s____________________________  58, 000, 000
Air. Andrews. How much has the United Nations pu t down there 

or is th at covered by the ICA figure?
Air. Gordon. No. The United Nations amounts are separate. I 

have a document on this.
Air. Andrews. What we would like to get is the total.
Air. Gordon. Could wre provide for the record the other  items, Mr. 

Natcher?
These are not very much.
Air. Natciier. Very well.
Air. Gordon. The United Nations Special Fund , which is by far  

the biggest of these, and the so-called United Nations Expanded 
Prog ram of Technical Assistance taken together, have amounted to 
about $25 million a year.

Air. Passman. That amount does not include the $80 million for 
the IDB, does i t? Would tha t not be on top of the  other amount we 
mentioned ?

Air. Gordon. Yes, and the amount is shown in a footnote to the 
table, which covers obligations throu gh fiscal 1960. The IDB  itself 
has been open for business since October 1960.

Mr. P assman. Certainly you knew about the  item. The appropria
tion had been made, because you show i t in the record.

Air. Gordon. These are obligations through fiscal 1960.
Air. P assman. I t has been obligated since then?
Mr. Gordon. 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. P assman. Pu t the total in the  record.
Mr. Gordon. We will be glad to doit.
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(The information follows:)
U.S. economic assistance to L ati n America— obligat ions and other com mitmen ts,

fiscal years  1951-60 
[In  millions of U.S. dollars]

Total mutual secu rity  program economic aid _______________________ $565.1
Inter na tio na l Cooperation Adminis tra tion_____________________  445. 2

Technical cooperation__________________________________  243. 9Oth er_________________________________________________ 201. 3
Development Loan Fund____________________________________  94. 4Other MSP economic______________________________________  25. 4Total non mutual  security prog ram economic aid ___________________  2, 698. 7
Public  Law 4S0------------------------------------------------------------------  467. 0

Tit le I, 104g, economic development loans  to  governments____  315. 6(To tal  sales agree me nts )_______________________________  (470.3)Tit le II  emergency rel ief________________________________  38. 9Tit le II I (vo lun tary rel ief  agenc ies )______________________  112. 4
Exp ort- Imp ort Bank long-term loans_________________________ 2, 070. 2
Othe r U.S. economic programs______________________________  161. 5

Inter-Am erican highways_______________________________  103. 5Other gran ts___________________________________________ 35.1Loans________________________________________________  22. 9
Tota l U.S. bil ate ral  economic ass ista nce __________________________ 3, 263. 9U.S. paym ent to Inter -Am erican Developm ent B ank (fiscal year 1960)_  80. 0

Grand to ta l--------------------------------------------------------------------  3, 343. 9
Mr. Natcher. As I understand  it now, in setting  up the Inte r- 

American Development Bank, you feel this method will eliminate some of the criticism we have had over the years with funds appropr iated for  Latin America ?
Mr. Gordon. Will reduce the criticism, yes.
Mr. Natcher. You pointed out to the committee the majority vote is with L atin  America as to how the funds are  to be used and the loans granted .
Mr. Gordon. The major ity vote is with them but on project  loans out of these funds a two-thirds vote is required and we have over 40 p ercent of the votes.
Mr. Natcher. In  reaching the conclusion tha t the Inter-American Development Bank should be set up and this  program should be inaugurated , of course you have listened to suggestions made from Lat in America. Mr. Berle says you have not had th reats  but you have heard  from them as to the ir wishes. Is that correct?
Mr. Gordon. The Bank  has already been set up for its regula r operations. That was done aft er a series of negotiations starting in 1958. It  was done in response to a very  long expressed desire  on the pa rt of the Lat in American governments tha t there be an Inte r- American Bank for assisting in economic development limited to this par ticu lar region. That was discussed over many years and in 1958 

the Eisenhower administration decided t ha t it was a good idea and negotiations were set up, were got ten underway, and in 1959 the ar-
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tide s of agreement were finally agreed to by all of the members. 
Tha t was ratified by Congress th roug h a statute  which approved our 
participat ion in the  Bank and then late r provision was made for the 
necessary appropria tions.

U N IT E D  STAT ES  NOT IN  CO M PETIT IO N  W IT H  RU SS IA

Air. Passman. It  would appear , maybe of necessity, th at  we have 
changed our approach.

One of the greatest  Secretaries of State 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. Gordon. It  cannot be 1961. Excuse me, sir.
Mr. P assman. 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. Gordon. I am sorry.
Mr. Passman. He said, and I quote:
I have heard it said tha t we must not enter into competition with the Soviet 

bloc in this field. My reply is tha t we are not entering into competition with 
them.

From page 1519,1 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 bloc 
with respect to aid.

Well, maybe of necessity we have changed tha t 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 w hat Soviet Russia is do ing; and if we do not 
do it, Russia will.”

Tha t just  pops up every time we get into a discussion.
Mr. B erle. 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 admin istrations since th at time and 
it finally came to fruition only in 1958. That was no t any response to 
a Soviet threa t, but a very old ambition. The compet itive 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 tha t in tha t kind of a compet ition, $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. P assman. You are thinking  of just  one re latively small part 
of fore ign aid?

Mr. Berle. I realize that.
Mr. P assman. When we recommend what you believe you need, you 

must remember also tha t all of the others are in equally strong for 
what they think  they need for thei r sections. We must think,  too, 
about, the aggregate.

Mr. Berle. Perm it me perhaps to indulge my p rivate prejudice  for  
a moment in saying I do th ink tha t the American responsibil ity and
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the American interest in Lat in America perhaps comes ahead of 
anything  else, both based on history, geography, strategics, and on 
the entire buildup of the American Hemisphere. I thin k tha t is not 
an un fai r statement historica lly. This  is not to say bad th ings about 
people who have other interests, but I  do think  in this part icular case, 
the case for  American interes t is clear and it has existed for a great 
many years  before the Soviet Union, in its present form, was invented.

Mr. P assman. 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.

Mr. B erle. It  w as 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 ?
Mr. Berle. It  came into being in 1958.
Mr. Gordon. It  actually  came into being in 1959 but the negotiations 

began in 1958.
Mr. P assman. That would be 67 years ?
Mr. Berle. Sixty-seven years.
Mr. P assman. Certainly with tha t kind of tolerance, if w’e may 

borrow tha t word, maybe 60 o r 90 days’ delay in getting this a little 
bit firmer, this long-range  program, which is going to involve many 
billions of dollars, would not be disadvantageous.

Mr. Gordon. Tha t did not hold for 67 years.
Mr. P assman. I though t tha t was what you said.
Mr. Gordon. Wh at actually  happened is that there was a series of 

ad in terim arrangements which were entered into, some private, some 
public, and some mixed, which attempted to fill t ha t gap, bu£ finally 
it came to fruition .

Mr. P assman. You have given us some encouragement, Doctor, tha t 
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. Gordon. I am not sure  th at  we entirely reciprocate, Mr. C hair 
man.

Mr. Andrews. Mr. Chairman ?
Mr. P assman. Yes.

reason for classification as to amounts

Mr. Andrews. Mr. Ambassador, the amounts for  countries in the 
foreign aid program are classified each year unti l after the appro
priat ions  are made ?

Mr. Berle. Yes, sir.
Mr. Andrews. We were told one reason why the amounts were 

classified was to keep down jealousy on the pa rt 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 par t of the countries if one 
migh t get a litt le more than the  other ?

Mr. Berle. Mr. Congressman, there  are two reasons for that.  I 
ought to say I was not a par ty to that classification and personally 
I do not believe in classification, i f it can possibly be avoided. One 
reason was the possibility of jealousy. The other  was the possibility 
tha t 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. Andrews. Do you antic ipate any jealousy on the par t of the 

countries down there because one might get more than  the other?
Mr. Gordon. I should think, Mr. Congressman, th at is a very likely 

possibility in any assistance program.
Mr. Andrews. We have seen it before in the operation of this 

program.
Mr. Gordon. Yes; this possibility exists.
Mr. Conte. Would the gentleman yield ?
Mr. Andrews. Yes.
Mr. Conte. I s i t not one of the reasons you want to get th is money 

into the Inter -American Bank, the one you just stated ?
Mr. Gordon. Tha t is precisely right . We believe t ha t if the bulk 

of the funds  are handled in an inter-American body in which their 
own representatives partic ipate,  this will reduce—this is one of the 
kinds of criticism tha t Mr. Natcher  was refer ring  to before—it does 
take some of the heat off the bilateral relationship with the United 
States.

Mr. P assman. If  that  is good for one par t of the world, would you 
say it would be equally good for another pa rt of the world ?

Mr. Gordon. I thought about that question a good deal, Mr. Chair
man, and unfortunately  the fact is tha t 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. Passman. Just to turn  it over to foreign governments and let 
them obligate it, and all we do back here is to appropriate?

Mr. Gordon. No, sir. They do no t obligate it without our specific 
participation and exercise of a veto power, if necessary.

We have one individual whose vote is cast-----
Mr. Passman. It  still is just one person ?
Mr. Gordon. Yes.
Mr. P assman. IIow many others are on the board?
Mr. Gordon. Six.
Mr. P assman. Six to one.
Mr. Gordon. Six men to one man, but 60 percent, or s lightly under 

60 percent of the votes to  40 percent of the votes w ith a two-thirds 
vote required.

May I  just complete my answer on the question of regional organi
zation in other par ts 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 Uni ted 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 tha t recommendation but we did, in fact, 
do so and I think  there is no question but having done that—I was 
an active part icipa nt in this process—greatly  helped in avoiding just 
the kind of bickering and jealousies and the like among the countries 
which Mr. Andrews just  refer red to.

Elsewhere in the world, unfortunately this  does not exist. In  Latin 
America, fortuna tely, there is a t radi tion  of decades in the Organiza-
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tion of American States and its predecessor, the Pan  American Union. 
This  Inter-A merican Bank is not being created especially for  this 
program but already exists. It  is young, obviously, bu t it has made 
a good start and it does have competent people and I  think we are 
very fortuna te th at th is agency exists. »

Mr. P assman. 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 tha t ICA  needs some time to put a case togethe r on 
the matter discussed earlier. This is not too much of a credit to tha t 
organization that these letters  are scattered all over ICA and they 
cannot get them together.

Let us modify our request and ask you to b ring  now what you can 
get, and we shall dispense with the others.

Do you have any of them ?
Mr. J ohnston. Yes, sir.
Mr. P assman. For how many countries?
Mr. J ohnston. I would say three or four  at the moment, righ t 

away. I can have them sent up if you want.
Mr. P assman. If  you will, please.
Are they on the way ?
Mr. J ohnston. 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.

SE LF- HELP OR SEL F-R EFORM PRIOR TO AID

Mr. Alexander. 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.

ITow many of the proposals listed on page 3 of your confidential 
justifications meet the c riteri a set fo rth  by President Kennedy to the 
effect tha t before financial assistance is extended by th e United States 
that the recipient country must give positive evidence of self-reform, 
or self-help?

Mr. Gordon. Mr. Alexander, our thought is tha t 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 
par ticu lar projec t and tha t is to say th at 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, tha t w hat
ever the situation indicates for self-help by the country in connection 
with tha t 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 tru st 
agreement be permi tted to extend a loan unless the righ t kind of 
self-help measures by th at country in connection with that land settle
ment project, had, in fac t, been undertaken.

Mr. Alexander. There is a very shady area here regarding  self- 
help and self-reform. It  can be a littl e bit or it can be a great deal. 
Do you have any guidelines tha t would have to be met prio r to any 
help ? What are those guidelines ?
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Mr.  Gordon. Mr . Alexander, I  do not  th in k it is poss ible  to sta te  an 
obje ctive, un ifo rm  minim um  th at wou ld be appli cable to all 18 cou n
tri es  concerned in  all of thes e fields. As  I  th in k I  said yeste rday  in 
connection  wi th a que stio n on sel f-help  in proje cts , vi rtu al ly  all  of 
these pro jec ts, as the y have come in,  do ind ica te di rect  contr ibu tions  
to  the pro jec t its el f by th e governm ent s concern ed. In  some cases, 
tho se run as high  as 75 or  80 pe rcen t of the  to ta l cost, and in many 
cases the y are  abou t 50-50.  In  some cases, in a very poo r coun try , 
the y rep resent  a sm aller share , bu t th at  is a m at te r of  the cir cumstances of  the  par ticu la r countr y.

W ith respec t to th ings  like  ta x and land  ref orm,  these are , as you 
can  imagine,  exceedingly difficult po lit ica l act ion s wi thin the coun
tr ie s conce rned.  A nu mb er of  cou ntr ies , as I  me ntioned yeste rda y, 
have alread y un de rta ke n such  measures. Th e ou tst an ding  ones in 
rec en t yea rs be ing  the Venezuelan prog ram an d the  prog ram ju st  
voted  by the  leg isl atu re of  the sta te of  Sao  Pa ul o in Braz il.  I t  took  
the governo r o f t hat sta te,  who is a very  able  m an, some 4 or 5 mo nth s 
of  st ru gg lin g wi th his own  leg isl atu re to pe rsu ad e the m to enact  this . 
W hat  came out was not precisely  wh at  he  ask ed fo r at  t he  beg inn ing , 
alt ho ug h it  is a  close a pp roximat ion o f it.

That  is a na tu ra l resu lt of the  dem ocratic  process in dem ocratic  cou ntr ies .
I  t hi nk  th at  th e judg men t as to  whethe r the  se lf-h elp  is adequ ate  is, 

of  course , a del ica te an d difficult jud gm ent. Th is  is one which  has  
to  be in  the discre tion of th e ad min ist ra to rs  o f the fund , so f ar as the  
Uni ted State s is concern ed, an d we ce rta inly  in tend  these con dit ion s 
ve ry ser iously and th ro ug h ou r voice in  the Ba nk  which is a very 
po we rfu l voice, and  we ex pec t to  make i t cl ear we m ean these se riously.

Mr. Alexander. Does sel f-help , itself , mee t th e cr ite ria th at Pr es i
de nt  K ennedy  ha s s et up  ?

Mr. Gordon. Th e lan gu ag e th at  ap pe ars in th is  do cum ent  is, “S elf-  
he lp  an d re lat ed  i ns tit ut iona l impro vem ent s.”

I f  I  can give one or  two examples, is the ho us ing  field, we re fe r to 
two types of ho us ing ; one is th e aided sel f-help  co nstruction  a nd  th ere  
the sel f-help  is bu ilt  int o the very na tu re  o f the pro jec t because it is 
aid  to  se lf-h elp  by  th e peo ple  who, them selves, are  buildi ng  the  houses. 
We wou ld exp ect  th ere  t hat the financial  contr ibuti on s that  are  neces
sa ry  wou ld come, no t only fro m the  Ba nk , bu t also  fro m the govern
men t conce rned.

I t  m ight  be a n ati on al  governm ent o r a  local gover nm ent  dependin g 
on the arr angeme nts .

W ith respec t to the  o ther  ty pe  o f h ousin g ass ista nce  which is essen 
tial ly  seed ca pi tal  f or  the sav ings a nd  loan type  o f mo rtg age financ ing  
insti tu tio ns , or  some othe r typ es  of  home  financin g bodies, there we 
would  c er tai nly expect th e bu lk  o f the c ap ita l to  come e ith er  fro m the  
governm ents concerned or  fro m savin gs of the ir  own citizens.

One  of  the th ings  we pa rt icul ar ly  wan t to enc ourage  is the ha bi t 
of  pr ivat e savin g and putt in g pr iv at e sav ing s in to  con stru ctiv e pur
poses , som eth ing  which  has no t adequately happ ened  in most of  
Lat in  Am erica t o date .

Mr. C onte. Mr . C ha irm an  ?
Mr. A lexander. I  yie ld.
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• president’s message on foreign aid

Mr. Conte. Mr. Gordon, I am in favor  of this program but I am 
concerned about certain political statements that are made by the 
administra tion 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 
tha t the instrument of prim ary emphasis, or the single most impor
tan t tool, will be the long-term development loans at low or no in ter
est rates, repayable  in dollars.

On page 7 he says th at  such long-term loans are preferab le to out
right gran ts or  soft loans repayable in local currency tha t are of l ittle 
benefit to the American taxpayers.

I agree with him wholeheartedly on that.  I t is a fine statement, 
but here today asking for $500 million of which the grea ter par t 
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 d isturbing to me.

Mr. Gordon. May I say two things to that,  Mr. Conte: Fir st, the 
terms under which the Bank may make loans are said to be flexible to 
terms including repayment  in  local currency and certainly  would not 
exclude the possibility of low interest or no interest dollar repayable 
loans. Secondly, I think there is a m ajor difference between repay
ments in local currency to an internationa l organization, of which the 
countries concerned are members, and repayments in local currency 
simply bilaterally to the United States, which is what the Pres iden t’s 
message refers to, I understand.

Mr. Conte. I wish he had spelled i t out a li ttle more clearly. On 
bilate ral agreements, he said it will be hard currency, and on m ulti
lateral, soft currency.

Mr. Gordon. I wish the statement had been more specific.
Mr. Conte. 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 tha t 

the United  States wants h ard  cash for these loans.”
Mr. R hodes. Will the gentleman yield?
Mr. Conte. Yes.
Mr. Rhodes. Do you not think the President meant more than tha t 

by his statement? You are saying now tha t this type of loan is re
payable at the borrower’s option in dollars. The President is saying 
in his message tha t 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 righ t tha t there is a departure  from the program 
here.

Air. Gordon. Well, Mr. Rhodes, I am n ot fully  familiar  with this 
program bv any means. My understanding is tha t this is a clear 
departure  from the present practice with respect to the Development 
Loan Fun d which genera lly does most of its lending in repayment in 
local currency.

Mr. Rhodes. I s tha t a departure  from this  program? This  is 
almost completely, as you must admit, a local currency program ?

Mr. Gordon. That is right. This sh ift-----
Mr. F ord. May I  ask a question there?
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Mr. Rhodes. Yes.
Mr. F ord. I s there to be a change in the Development Loan Fund 

program for repayment  from soft currency to hard currency ?
Mr. Gordon. Mr. Ford,  I  am not really competent to te stify on the 

Pres iden t’s new program. That will be before you in due course.
Mr. Taber. The message came in at noon ?
Mr. Gordon. Tha t is what Mr. Ford was refe rring to and I am 

really not  in a position to testify about the details.
Mr. Andrews. Mr. Ford , would tha t not require a change in the 

basic legislation creating the Development Loan Fund?
Mr. F ord. I do not believe so because they have the option in either 

case, bu t 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 fo r subsequent loans in those areas 
when the repayments are made.

Mr. Andrews. And cannot be removed? We cannot buy raw ma
terial s in tha t country with soft currency and remove the raw 
materials.

Mr. Passman. And it cannot be spent in any other  country.
Mr. Andrews. Of course, it could not be.
Mr. F ord. This is what surpri sed me when Mr. Gordon said, as 

I  remember his testimony, tha t you specified the Development Loan 
Fund . I do not see how the Development Loan Fun d under the 
concept we have had for 2 ^  or 3 years, can possibly operate.

Mr. Gordon. 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 futu re the President contemplates loans 
of the type tha t are now made by the Development Loan Fund , re
payable m local currencies, as you described, would in the future 
be discontinued and fur the r loans for the sorts of purposes the De
velopment Loan Fun d makes loans, would be repayable in dollars, 
but over unusually long periods a t e ither low or zero rates  of interest.

Mr. P assman. Would the gent leman yield ?
Mr. F ord. Certainly.
Mr. P assman. It  could be t ha t they would have an option in the 

contract. They no doubt could not afford to take care of the Pres i
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 tha t way.

Would  i t not follow tha t you would need to read the fine prin t in 
the contract?

Mr. Ford. Yes.
Mr. P assman. Do you want to pursue th at ?
Mr. Alexander. I have another question or two.
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U.S.  CONTROL OVER LOAN  APPROVALS

Doctor, under the Inter-A merican Bank, if I understand it, we 
would have one man on a seven-man board of control ?

Mr. Gordon. Tha t is right .
Mr. Alexander. The other six men would be men representing 

Latin American countries  on the Bank ?
Mr. Gordon. Tha t is right.
Mr. Alexander. There  has been some trend  in the Lat in Ameri

can countries toward neutra lism with regard  to Cuba and with regard 
to communism. I t has been suggested tha t Brazil may become the 
Ind ia of the Americas and may seek development loans from both 
the United States and from Russia. Suppose tha t a country turned 
absolutely neutral and was playing both sides, one agains t the other? 
What control, if any, would we have, w’ere this money to be appro
priated, and  put in to the Inter-American Bank ?

Mr. Gordon. I would like to answer the specific question and also 
to ask Mr. Berle to comment on the  Brazi lian situation because he is 
very familiar  with that.

The specific answer is tha t no loans can be made out of these funds 
without the concurrence of our Executive Director who, in tu rn, 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. Alexander. I hate to interrupt  you but do you mean we have 
absolute veto on any loan ?

Mr. Gordon. Out of this fund  we have an absolute veto on any loan. 
It  states  under the trus t 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. Alexander. Yes.

PO SSIBILI TY  OF CO UNTRIES  ACCEPTING RU SSIAN AID

Mr. Passman. But there are instances at present where we are 
making gran ts to a nation and Russia, likewise, is making gran ts to 
the same nat ion?

Mr. Gordon. Yes.
Mr. Passman. If  tha t is the policy, would i t follow tha t it might 

also be the policy as far as the United States  is concerned in  Latin  
America ?

Mr. Berle. 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 tha t Russia is in which we 
are not assisting  ? Th at is, tha t has been one of the nations we were in, 
and then later  Russia came in? For instance, In dia  and Pakis tan?

Mr. Berle. Ind ia is certainly the  great  exception.
Mr. P assman. Burma?
Nations where we have been in with an aid program and late r 

Russia came in.
Do you know of any instances where we pulled out simply because 

Russia came in ?
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Let us th ink about Laos, Burma, Pakistan,  India, and so on.
Mr. J ohnston. How about Cuba ?
Air. Passman. We have broken off diplomatic relations  with Cuba, 

and you would not  want to for tify  yourself with Cuba. We do not 
even have diplomatic relations with Cuba, but I am speaking about 
governments with which we are on a friend ly basis.

Mr. Gordon. 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 th ink this would weaken our position very rapidly 
all over the world.

Mr. Passman. Would we want the record to indicate tha t 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 part s of the world where 
Russia came in.

Worldwide, we are in some 87 of the nations with our aid program, 
and Russia is occasionally hitt ing  over the world maybe seven or 
eight nations. It  is just spotty to say the least, is it  not ?

Mr. Beree. Yes.
Mr. Passman. Russis is very strong on promises and extremely 

short on deliveries; is that a ma tter of fact ?
Mr. Berle. That is a fact.
Mr. P assman. Thank you very much.
Air. Gordon. Air. Chairman, I think tha t the number of countries 

the Soviets are extending aid to is very much large r than  seven or 
eight.

I have a lis t here which seems to add up to 21 countries. These, ex
cept for  Cuba, exclude countries in the Soviet bloc as such.

This  lis t for Latin  America includes Argentina, Brazil, Chile, as I 
mentioned yesterday in reading Air. Ball ’s statement  on Latin 
America.

Then in the Middle E ast  we have Afghanistan, Greece, Ir an, Iraq , 
Pakistan , Turkey, Egypt, Syria , and Yemen.

In Africa we have Ethiopia, Ghana, Guinea, Alorocco, Sudan, and 
Tunisia.

In Asia we have Burma, Cambodia, Ceylon, India, Indonesia, and 
Nepal.

In Europe, we have Iceland and Yugoslavia.
Air. Passman. Are we not in every one of those nations,  with the 

exception of Cuba ?
Air. Gordon. I am not a specia list on the worldwide program, Air. 

Chairman.
Air. P assman. Then it would only follow tha t the same type of 

situations might possibly exist with other Latin  American countries, 
since some of them now participa te?

Air. Gordon. It  could exist.
Air. P assman. I 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 giv ing something in return ?
Air. Gordon. Yes.
Air. P assman. I think  we have always had trade between nations, 

so I think  you should think in terms of actual gran ts and gifts,  
agains t this other thing. Sometimes they get in retu rn something
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just  as valuable to them as what they supposedly “give” ; is t ha t a 
mat ter of fact ?

Mr. Gordon. I believe so.
Mr. Passman. Our system is trying to help countries help them

selves, and tha t is certainly not Russia’s aim and purpose.
Mr. Berle. Not the slightest in the world.
Mr. Passman. That is true . I have always known tha t sometimes 

our hearts are bigger than our pocketbooks.
Mr. R hodes. Mr. Chairman ?

USE  OF  CO N TIN G EN CY  FU N D

Dr. Gordon, is there any possibility tha t any pa rt 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. Gordon. I do not believe there  is anything lef t in the mutual 
security contingency fund, Mr. Rhodes, but I am not an expert  on 
that.  Perhaps one of my colleagues can say.

Mr. McPhail. The contingency fund  is programed for this year.
Mr. Rhodes. Completely?
Mr. McPhail. Yes.
Mr. F ord. How much has been obligated ?
Mr. Gordon. Mr. Chairman , it  has  been suggested to me we might 

put  this table of bloc c redits and gran ts in the record in connection 
with Soviet aid  figures.

Mr. P assman. Provided you can also come in with a table of re
cipients of American aid. We are not try ing  to make a case for 
Soviet Russia. In  fact, we already have it in the record of la st year’s 
hearing.

Mr. Gordon. Very well.
Mr. F ord. Nfr. Chairman, could I have the information on the 

obligation status  of the contingency fund ?
Mr. MacPhail. The tota l of the contingency fund was $250 million, 

and $193 million has been approved for implementation of which 
actual obligations against that  are $70,944,000 for ICA-administe red 
programs;  $36,895,000 for U.N. programs;  and $1,138,000 for the 
Cuban refugee program administered by HEW .

Mr. F ord. The remainder,  or the difference between the $193 mil
lion and th e$250 million is programed ?

Mr. MacPhail. Tha t is programed as well.
Mr. F ord. 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?

Air. MacP hail. Yes, sir. They are classified, but we can submit 
them to you because the countries may not know what we programed 
for them.

Mr. F ord. Prep are a table on tha t and i f i t is not submitted for the 
record, make it available to the committee.

Mr. MacP hail. Yes, sir.
(The informat ion was supplied to the committee.)
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SE LF- REF ORM  CR IT ER IA  PR IO R TO F IN A N C IA L  AS SIST AN CE

Mr. Rhodes. Doctor, we have been ta lking at various times about the fact tha t these nations are expected to insti tute certain reforms before they partic ipate  in these funds. Suppose a nation institutes pa rt of a reform but refuses the rest? Suppose another nation institutes three-fourths but does not institu te the 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 been sufficient compliance so that  a nation might be eligible fo r pa rticipa tion?Mr. Gordon. I do not th ink one can draw a sharp line because many of these things are not definable t ha t way. Fo r example, if one is talk ing about a tax reform, which institu tes a tax on land tha t has not existed before, one cannot say tha t the ideal tax is 7 percent and if  they get 5 percent, tha t is five-sevenths of tha t part icular reform. I think this is a mat ter where judgment has to be exercised in each case by inteligent men who understand what the nature of the p roblem is in the country, and what kind of reform will really come to grips with it.
Mr. Rhodes. As fa r as we are concerned, the one to exercise that discretion is the man who casts that 40-percent vote in the Bank?Mr. Gordon. That is righ t, with guidance from agencies of the United States and a great deal of help from the staff of the Bank itself. I think  i t is a very important consideration here.There  are actually two important considerations. Fir st, the staff of the Bank also has a considerable number of North Americans on it. They  do not work fo r our Government but for the Bank. The Latin  American staff of the Bank has, as indicated in the brief  b iographies we submitted for the  record, very competent people. They want to see these things get done as much as we do, and in many cases, more so, because they know how much it means to the future of their  countries. These a re 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 tha t they will understand and will be most persuasive in thei r arguments, and better than we as outsiders with  quite different backgrounds might  be able to do this. There is every indication tha t Latin  American component of the Bank, which, in terms of personnel, i s the major ity of the Bank, will participate effectively and enthusiastically in this.
Mr. Alexander. Will the gentleman yield ?
Mr. Rhodes. Yes.

land reform program

Mr. Alexander. Doctor, how many of the agricultura l projects contained in your justification will result in a breakup of vast  estates of the present landowners of Lat in America ?
Mr. Gordon. Most of these, as I recall, Mr. Alexander, which involve land  resettlement, are for settlement in open lands which, in some cases, are a lready held by public authorities.
Mr. Alexander. The Government?
Mr. Gordon. That is, Government authoritie s. In  some cases, they are open lands which the Government is buying up from private owners under a land reform  program. The breaking up by expropria tion  is a very drastic type of land reform and in  general I think
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we would hope tha t 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 th is reform in the State  of San 
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 la rge 
estate, a demonstration, if it can be made, tha t this land is really 
being utilized to the greatest effectiveness, then a por tion of the  ext ra 
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 
gettin g anything  out of it.

I t is designed to encourage th e 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 p rogram includes the buying up by the 
Government for redist ribution in these resettlement projects some
thing akin to our own Homestead Act basis. The small farmer who 
gets a plot has to farm  i t fo r a couple of years to show he knows how 
to do i t properly , jus t like your man under  the Homestead Act.

Then he gets title to it.
In  some of these cases, he gets tit le but only with a long-term debt 

and he has to pay tha t off out of the proceeds of his farm over a 
period of years.

MAJ OR IT Y OF PROPOSED LOA NS TO BE TO GOV ERN MENTAL EN TI TI ES

Mr. Alexander. How much of this $394 million do you figure would 
be loaned to governments of Latin  America ?

Mr. Gordon. I would thin k the loans would be to governmental 
agencies in the great majo rity of cases, not all, because in the housing 
field, for example, there are some savings and loan institutions, tha t 
type of thing, which might be set up on a wholly private  basis. The 
agricultural credit agencies, for example, which would be an impor
tan t p art  of this , are typical ly set up as governmental agencies. The 
Government will provide the bulk of the  c redit  and the Inter-Ameri
can Bank would make supplementary loans to those agencies. Gen
erally, they would not jus t be to governments in the sense of loans to 
treasuries, or to ministries of finance. I clo not think, in any case, 
they would be a loan of that  type, but they are typica lly to govern
mental agencies which are  set  up for the specific purpose of carry ing 
out the type of program which this envisages.

Mr. Passman. Would the gentleman yield ?
Mr. Alexander. Yes.
Mr. P assman. I believe you forgot to give a percentage.
Mr. Gordon. I cannot give a precise percentage.
Mr. Passman. That is why I brought up the matter.
Mr. Gordon. I said I thought the vast majo rity of them would be 

to governmental agencies.
Mr. P assman. I  thought you forgot to give t ha t figure, and I  in

tended to ask for it.
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DEGREE OF SEL F-REFO RM P RIOR TO LOA N APPROVAL

Mr. Alexander. In  all of your grantin g 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 tha t must be done 
before a loan is approved ?

Mr. Gordon. No ; I  think it is a combination of cer tain prerequisites and certain commitments for the future, depending on the  p artic ular  
case. The idea is not to commit funds  until  one is sure tha t the 
project can move ahead successfully. What is required to be sure of 
that,  obviously depends on the par ticu lar 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 tha t case, 
there would be no money and no loan would pass unti l 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.

HO US IN G PROGRAM

Mr. A lexander. The thing  th at disturbs me is tha t when I  visited 
Spain a couple of years ago, 1 was amazed at the many beaut iful apartment buildings  tha t were being built. I learned that  in Spain 
most of the people were investing thei r money in apartment buildings. This kind of thing is tine 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 br ing in more money. The thing 
tha t disturbs me in this is that many o f the projects which we would 
make loans for would be wonderful and  fine in themselves, but whether or not tha t par ticu lar thing is bring ing about self-reform or self- help is the thing  that disturbs me.

Mr. Gordon. Mr. Alexander, this phenomena of a lot of money going into 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 hedging against losses tha t might other
wise come from inflation. The k ind of housing we are talk ing 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 propor tion of the total cost which is con- t ributed  by the labor of the people.

Mr. Alexander. I think you misunderstood me. I did not mean for 
tha t to be a criticism of them using their money in tha t way, but  i f we are pu tting up this money fo r a purpose, then the th ing tha t I am in
terested in is to see t hat  prerequisites are set up and are enforced so that self-reform will take place.

Mr. R hodes. Will the gentleman yield?
Mr. Alexander. Yes.
Mr. R hodes. I think the gentleman from N orth 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. Tha t 
is the thing tha t 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 thei r overall economy as luxury-type 
housing can.

Mr. Gordon. Tha t 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 nationa l development pro
graming which will mainta in domestic monetary balance so t ha t 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. Rhodes. Where do we tie that  down to $6 million ?
Mr. Gordon. The $6 million is the amount proposed fo r 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, i f I  may, an indication of the 
way this $6 million is spent.

Mr. Passman. Would you wait until  we get to the questioning on 
tha t point?

Air. Gordon. Certainly .
Air. Rhodes. Are there any figures as to the amount of money which 

might be spent on housing in the various countries ?
Air. Gordon. AVell, what there is is a figure on the propor tion of 

this total  $800 million which is in the housing field and tha t figure 
is 156 out of the 800 which falls in th at category.

Air. Rhodes. $156 million ?
Air. G ordon. Yes, out of the $800 million. In  o ther words, a l ittle 

under  20 percent. Whether tha t would be a precise portion of the 
500,1 do not know.

Air. Rhodes. Could tha t be broken down by country ?
Air. Gordon. That is shown on page 3 of the  projects book.
Air. Conte. Would the gentleman yield ?
Air. Rhodes. Yes.
Air. Conte. You spoke about land  reform, Doctor. Are they plan 

ning to institute a land reform similar  to tha t which they have in 
Formosa and Egyp t?

Air. Gordon. I am not, unfor tunate ly, familiar  with the Formosa 
nor the  Egyptian refo rms in detai l. I have read a littl e bit about both 
of these. The kinds of measures which exist in Lat in America are 
certainly very different from those in Egy pt because in Egy pt 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 trac ts of good land 
which are not being used at  a ll at the present time because there isn’t 
prope r access to them or  because the title is held by people who do not 
want to put them to prop er use.

Air. Conte. In Formosa they have one of the best land reforms in 
the world. I visited there. I brough t up the one in Egy pt because 
you mentioned a reclamation project  in the desert of Argentina.

Air. Gordon. That is righ t.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. Gordon. One of the things  which we want the OAS to do 
through its general work here is to see tha t experience from all over 
the world, which is relevant to the problems of Lat in America, is 
brought to bear on these problems and is made available to the people 
who are working on the par ticu lar measures. We will certainly see 
tha t these Egyp tian and Formosan experiences are called to their 
attention if they do not already know about it.

Mr. Passman. Doctor, I  wonder i f the leaders in  the Americas un
derstand our procedures of obtaining funds? I am talk ing about the 
Governors and the legislatures. Do they understand the procedures 
of ou r Congress, the procedures we go through to obtain funds ?

Mr. Gordon. I would guess, Mr. Chairman, tha t those who hap
pened to have lived in Washington as Ambassadors-----

Mr. P assman. II ow about those who did not live here as Ambas
sadors ? If  you will le t me ask tha t question again, I wonder if the 
average government which participates in the program, the Gover
nors and legislature, understand the procedures we go throu gh in the  
Congress to make an app ropriation  ?

Mr. Gordon. I doubt it very much.
Mr. Passman. I can unders tand then, why there could be some 

repercussions if they did not get this money immediately. I had 
a purpose in asking the question because I certainly recognize that  
there is 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 fo r the files 
from downtown and before we get into some of the other  matters.

Mr. Taber. I have only two or three questions.

IGA TE CH NICA L ASS ISTANCE PROGRAM

I do not know whether you know it or not, but this technical 
assistance administra tion has been a complete failure. Las t year they 
spent 25 percent of th eir  $150 million appropria tion 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 tha t agency 
or to its successor i f it had the same kind of people running it. I 
do not know what you have got to say on that , b ut I do not propose 
to be a par ty to that. I would rath er just be a lone wolf, all alone 
against it, than  to be for it and have it turn  out to be a fraud like 
the other has.

Air. Gordon. Mr. Taber, I  would like to make one comment and 
ask Mr. MacPhail to make another. I do not know about the record 
of last year. I  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 tha t the program has been a 
complete failure. As to the use of funds last year in a particular 
country. Air. MacPhail may have some observation.

Air. AIacP iiail. I am not aware of the particula r instance you cite, 
Air. Taber.
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Mr. Taber. We had nearly the whole ICA  crowd up here and we 
could not get any answers out of them for a longtime.

Finally, we found tha t they were runn ing some schools. They 
told us where they were running  them, and when they were runn ing 
them. We sent people down to check upon the th ing  and found out 
tha t there was nothing going on at all and nobody was there. Th at 
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. Gordon. 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
istra tion school in Sao Paulo  which I happen to know very well 
because most of the young Brazil ians who are teaching there, I have 
had some hand in tra ining 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 Sao Paulo and I regard it as a drama tic success of this form of 
technical cooperation.

I have lived with these people.
Mr. Taber. I have looked to try to find something tha t was 

intelligent and forward looking in the  whole picture.
Mr. Gordon. I cite you this as a very good example.
Mr. Taber. I haven’t been happy about i t a t all. I never have been 

happy about it since it started.
Mr. MacP iiail. Mr. Taber, if I may comment: As you know, we 

have some 6,000 people overseas and over 70 missions administering 
a TCA program, of an approx imate level of $150 million. I think 
we will all agree in terms of the discussion we have had around the 
table here, even with respect to the Latin American countries, many 
of which are rela tively sophisticated in thei r governmental struc tures, 
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 tha t you do have to reach an agree
ment, which is somewhat less than  the perfec t 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 fa r 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 
audi ting and reviewing our program.

Air. T aber. If  we undertake  to go ahead and s tar t th is program-----

purported detailed justification of individual projects

Mr. Passman. Excuse me, bu t is this what the messenger brought  
here ?

Mr. J ohnston. Yes.
Mr. Passman. You are dealing with a period prio r to Bogota.
Mr. J ohnston. 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.
Air. J ohnston. AVe need more time. AVe got on the phone and 

they tried to get up here.
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Mr. Taber. 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 tilled up with it.
Frankly, I recognize tha t 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, i t almost makes you feel as if we have passed up entirely the responsibility of t rying to help run the American Government 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, T have hung on here probably longer tha n I  should because of the urge I had to see what I could do to maintain fiscal responsibili ty. I think t ha t this country would have been better off if we did not get in so deep.If  you have got anything to say on that, all righ t.
Mr. Gordon. Sir, I can only say tha t obviously among patrio tic Americans the re are legitimate differences of opinion. I happen to have, been involved myself very deeply, as I said yesterday, in the Marshall plan. I regard  that as an extraordinarily successful venture 

on our part . I feel tha t there are very grave risks involved in this one but I  am also convinced tha t the risks of not going ahead on this basis a re very much greate r than the risks of going ahead. This is unfor tunate ly a world which is full of danger. I think tha t the dangers to the future of the Republic f rom sources outside our border's are very much greater than the dangers of any kind tha t I can see from within. 1 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. I believe tha t we can find the resources necessary to do thi s without endangering our own interna l economy and beyond tha t I  feel t hat  we must do so.
Mr. Taber. I do no t think I have anything else to say right now.Mr. Passman. Thank  you, Mr. Taber.
Fir st, I  think we should thank-----
Mr. MacP hail. Mr. Chairman, may I  comment briefly on this  whole matter?
Mr. Passman. Let us match to determine who comments first. I was going to make a statement. I believe we requested the inform ation, so I want to th ank 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, I believe ?
Mr. MacP iiail. I haven’t had a chance to look at them, sir.
Mr. P assman. Have a look and pass it  back, please, so we may dis

cuss it briefly.
Mr. MacP iiail . These five projects do form part  of the rough data 

tha t we have had in on the basis of which we have included these projects in the presentation.
Mr. Passman. These are simila r to other files th at will justi fy the app rop ria tion; is tha t correct?
Mr. MacP iiail . Yes.
Mr. Passman. Do you realize you are dealing with projects here, and papers, tha t were worked up prio r to the Bogota Convention ?
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Mr. MacP iiail . We do.
Mr. Passman. And tha t you are  dealing with projects here which 

were proposed fo r financing out of special assistance?
Mr. MacP iiail . May I give you the background a fleeting these 

projects?
Mr. P assman. You certain ly may, if you answer my questions. 

You are attem pting to justi fy this appropria tion for a “new scope” 
to technical aid, separate and apart from the regular technical aid. 
Yet you are  forti fyin g yoursel f, or attem pting to do so, and to ju stify 
the appropr iation , on projects created and financed out of other funds, 
including special assistance.

Mr. MacP iiail. These projects were never proposed to be funded 
from special assistance as we now have it.

Mr. Passman. You have on the sheet here tha t the U.S. contribu
tion is in two par ts: (a) Contribution from special assistance funds 
to be supplemented by GON and local community sources.

Tha t is written righ t on the top of the page.
Mr. MacP iiail . Tha t is right.
Mr. Passman. Let us not make it more confusing than it already 

is. It  says this specifically. This is something tha t was copied 1 
day a fter  Bogota. You do not work that  fast on firming up  contrac ts 
and projects, do you?

The next project:
(a) Tota l U.S. contribution of $540,000 from special assi stance funds would 

be required to complete the  pro ject  in 3 yea rs ; $180,000 for each fiscal year.
This was all entered into, and firmed up, even before the Bogota 

conference.
Mr. MacP iiail. 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. Passman. You are not going to have to defend this bill on the 
floor.

Mr. MacPhail. May I give you the background?
Mr. P assman. I ask specific questions. We have been try ing  for 

3 days to find out. You have no firm contracts or agreements on any 
part of the $100 million, do you?

Mr. MacP iiail. Tha t is correct.
Mr. Passman. Then, why should we sit here and waste your time 

trying to just ify what you are going to do here with projects tha t 
you entered into out o f a different appropr iation; or t hat  is you con
sidered doing out of a different appropriation? You are working on 
old estimates tha t would have been funded, had you initia ted these 
projects, out of a different bill altogether.

Mr. MacPhail. We are not working on old appropriations.
Mr. Passman. Let us call it a current appropriation, not an old 

appropriation, but out of a different appropria tion altogether?
Air. MacPhail. At th at partic ular  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 Coordina tor of the mutual security 
program, Mr. Dillon, in his annual guidelines to the field governing 
the prepa ration  of the 1962 program, requested the various missions
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in Latin  America to explore the possibility of projects in th is social development field, in the broad nature  and these projects were submitted in accordance with the request to the Coordina tor of the mutual security program. They were never presented to the Congress nor were they intended to be presented to the Congress in that  p articu lar form.
Mr. Passman. Why did you type them like that  ? You say specifically here that you would, and you use percentages and exact amounts.Mr. MacPhail. Tha t is the form required in our so-called E -l  sheets, of which th at is an example, which the missions use to submit proposals and projects to Washington for review and for change or for omission, as the case may be.
Mr. Passman. Is it correct to assume that you followed directions in establishing the criteria by which these projects would possibly be constructed or initiated at some future date? All of this happened prior  to  Bogota, did it not ? Would you tell us, yes or no? Did th is happen pr ior to the Bogota Convention ?
Air. MacP iiail. These p arti cular projects were submitted prio r to Bogota in accordance with some general specifications which ul timately emerged as quite similar to those at Bogot a.
Mr. Passman. You answered my queston. Th at is all I want you to do, because we are not t rying to sell each other. We are t rying to establish some facts here.
Now, then, did the plans call for requesting of th e Congress an appropriation under ICA  or mutual security in the fiscal 1962 bill?Mr. MacPhail. These were never to be presented.
Mr. Passman. Wh at did you type them for, if they were not to be presented ? Where w7ere you going from here ?
Mr. MacPhail. They were typed  in the field in response to an early request respecting the  1962 proposed program, which never came into being. I t was supplanted and replaced by the act of Bogota so that these-----
Mr. P assman. That is exactly what we are saying, tha t you are expecting to  substitute  Bogota for the very plans tha t you would have submitted to the Congress if there  had not been a conference at Bogota.Mr. MacP iiail. These are some of the projects tha t will be submitted in the  same form here, or they will be explored in fur the r detail with the countries.
Mr. P assman. But  they would have operated out of ICA, if there had been no Bogota Convention ?
Mr. MacP hail. If  the coordinator had determined to request special au thority within the  “Special assistance” appropriat ion, which he did not;  therefore, these par ticu lar  papers have absolutely no value with respect to special assistance.
The executive branch never reached a decision on it.
Mr. Passman. 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 appropria tion under the Mutual Security Act, or through ICA?
Mr. MacP iiail. If  in the development of the 1962 program the executive branch had determined that  it would seek some special authoriza tion to utilize special assistance projects similar to tha t probably



213

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 tha t the original proposal called for in the Co
ordinato r’s guidelines changed.

Air. Passman. Why, then, are you trying to show your case up 
with something tha t you now admit is obsolete, and with which you 
are trying to justify an appropriation  ?

Air. AIacP iiail. Air. Chairman, these part icular projects which a re 
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 brough t up to date, worthwhile 
projects within the context of this presenta tion tha t you have here 
and we have indicated, Air. Gordon has indicated, we are prepared 
to sta rt with the first project, here, and go through them seriatim 
with you.

Air. Passman. I asked you for a specimen. You have submitted 
a specimen, and on tha t 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 justi fy this 
$100 million appropriation.

Air. AIacP iiail. These partic ular  projects-----
Air. Passman. I am not quarreling. Am I correct  or not ?
Air. Gordon. No, sir.
Air. P assman. These are up-to-date worksheets ?
Air. AIacP iiail. Alay I—yes-----
Air. Passman. Are these up-to-date worksheets, or are these obsolete 

worksheets ?
Air. AIacP iiail. These are worksheets which have been brough t 

up to date in many instances through the following-----
Air. Passman. Are these up to date tha t we are looking at here? 

Have another look.
Air. T aber. There is “November 7” on one of them.
Air. P assman. “August” appears  on some of them.
Air. AIacP iiail. 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. AVe had a meeting with all the program officers in Latin 
America in Panama 3 weeks ago. These projects were under dis
cussion. AVe 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-----

Air. P assman. You and I  are going to have an understanding. You 
are attem pting  to justi fy an appropria tion 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 ? Is that a statement  of fact ?

Air. Gordon. I am afra id that  cannot be answered yes or uo. Air. 
Chairman.

Air. Passman. AVhy 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
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them going back to August, with which you had proposed to acquire 
funds out of an ICA appropria tion, special assistance or some other 
fund. Now you b ring those worksheets, and you are using those in 
support of your s tatement of  this morning th at you could obligate $50 
million and tha t if you should get this money you would obligate it 
by June  30.

Mr. Gordon. These are the worksheets tha t 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. P assman. W here are the refined worksheets tha t we asked for 1 
hour and 20 minutes ago ? Do you have them ?

Mr. MacPhail. We have not prepared what you would normally 
call a refined worksheet or an E - l with all the  details  because we have 
not—repeat—not negotiated with the countries to the point  we can 
have-----

Mr. P assman. If  you have not negotiated with the country, and 
you have no agreement, no contracts, do you think there is any need, 
Air. Taber, for us to proceed along this line, where we are working 
from a specimen?

Mr. Gordon. 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 oppor tunity 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. Taber. There isn’t any use to spend any time looking at those 
papers, Air. Chairman.

Air. P assman. If  we are all in agreement, stric tly on the basis of 
trying to help each other, that  you have no furth er justification other 
than obsolete worksheets, most of them typed—not all of them, how
ever—prior to Bogota, and t ha t you have not  entered into any agree
ment, you have no contracts with the recipient nation, but tha t is to 
come subsequent to the appropria tion, we shall just go along from 
here and pick up some of the other items. If  you want to insert any 
of this materia l in the record, without objection of the committee, 
you may do so.

Air. J \\ ber. AVhat good would it do to put  tha t in the record?
Air. P assman. I do not know t ha t it will do any good.
Air. MacPhail. Going into the record would be completely out 

of context with what we have explained, the background of these 
projects, the fact tha t we have not negotiated them and have no con
trac ts outstanding on them.

Air. P assman. All right . AATe are in complete agreement tha t it is 
a blank check, and we have to tru st you. If  we do, we t rus t you; but 
please don’t try  to make black look white, or white look black. I say 
tha t respectfully.

Air. AIcP iiail. We want to be as helpful  as we can.
Air. Passman. I know, but you are not giving much help.
Mr. MacP hail. AVe would be prepared to go through  the projects 

in here and give you insofa r as possible the background, why they 
have the part icular figures, what we th ink is good about them, and
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what we think is bad about them, and wliat we would want to look at 
before we ever negotiated.

Mr. P assman. What purpose would that serve when Dr. Gordon 
has already stated specifically, and to the point, tha t 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 tha t these are examples 
tha t may not be followed at all, or  they may be followed in part ?

Mr. Taber. 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.

Th at is going pre tty  s trong. There cannot be any greater urgency 
for providing funds to take care of anything of tha t character.

Mr. Gordon. 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. Taber. Five  hundred  units.
Mr. Gordon. Five hundred units, which will take a period of 2y2 years to complete, obviously you have to sta rt it. If  you are going 

to finish it in fiscal year 1964, you will have to start  it very soon.
Mr. MacP iiail . I would like to supplement Mr. Gordon’s remarks  

tha t this country has a lite racy rate  of only about 40 percent. There 
are 300,000 children  of  e lementary school age and only 34 percent of 
them are now in school. The program here, we think, is a pret ty good 
proposal. It  is quite good, we think.

Air. Taber. It  would take 2y> years to do and my friend here, who 
is an engineer, tells me that i t ought to be done in 6 months.

Mr. MacPhail. It  could be done in 6 months, Mr. Tabor, if we 
wanted to do it under forced-draf t construction.

Mr. Taber. You would not have to have that.
Mr. MacPhail. This is self-help school construction. This is done 

by the local communities by people who go out a fte r they get through  
work and put  up the building themselves w ith the ir own labor.

In  this par ticu lar 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 these schools in land 
and labor and local supplies. This is one reason tha t we have in
cluded this part icular projec t in this list because we think  it does 
represent both a national need of increasing the literacy and provid ing 
elementary schooling, and it does have a good component of self- 
help in it.

ALLOCATION TO BAN AMERICAN UNION

Air. Passman. Gentlemen, the present plans under  this app ropri
ation request call fo r an allocation of $6 million to the  Pan American 
Un ion ; is tha t correct?

Mr. Gordon. That is righ t, sir.
Air. Passman. What is the present budget of the Pan  American 

Union?
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Mr. Gordon. I have th at 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. P assman. We are dealing with 1961, please. This is an appro
priat ion th at will be applicable to fiscal year 1961, is that  correct?

Mr. Gordon. These funds, the $6 million-----
Mr. Passman. No. You did not get my question. You are re

questing $6 million for  the P an American Union out  of this app ropr i
ation request. Wha t is the present budget of the Pan  American 
Union for 1961?

Mr. Gordon. I have before me, sir, the  budget for fiscal year 1962; 
if you want the budget for  1961-----

Mr. P assman. We want 1961, because this will be an  appropriation 
applicable to fiscal year 1961.

Air. Gordon. I shall have to  get the budget for 1961.
Mr. P assman. Does ICA have t ha t ?
Mr. Gordon. The total budget for the Pan American Union for 

the current fiscal year?
Mr. Passman. Yes.
Mr. Gordon. We will get that, Mr. Chairman.
Mr. MacPhail. We do not have the total budget.
Mr. Passman. While he is getting the figure, what appro priat ion 

did the United States make to the Organization of American States 
for the present fiscal year?

Mr. Gordon. I haven’t got the amount because we have to have the 
budget for that.

Mr. P assman. My question is: What amount did  the United  States 
appropriate to the Organization of  American States under the techni
cal aid p rogram for fiscal year  1961 ?

Mr. MacPhail. I think  it is $1.3 million, sir.
Mr. P assman. In this proposed plan, you are requesting an a ppro

pria tion more than four times as great as the appropria tion for this 
fiscal year for the Organization of American States ; is th at correct?

Mr. Gordon. Tha t is r ight.  It  is for quite different purposes from 
those that they have used it for in the past.

Mr. P assman. But you are requesting an addit ional appropriation, 
over 400 percent  above the amount tha t the Congress appropriated 
last year?

Mr. Gordon. Tha t is right.
Mr. P assman. Wha t does the United  S tates contribute  annually, in 

total, to the  Pan American Union ?
Mr. Gordon. I have the budget figure for 1962.
Mr. Passman. Would you put that  in later? We would prefer  to 

deal with 1961. It  is my understand ing tha t you want to get this 
through so it will be made available in fiscal year 1961. If  we get into 
futu re years on this, we could get it more complicated.

Mr. Gordon. May I give you the figure that I have now and we will 
be gettin g the other figure. The figure I have now concerns the 
budget for  fiscal year 1962, which is a total of $9,775,000, of which 
the Un ited 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 interna tional  organizat ions.”

Mr. P assman. Are we dealing now with the futu re or the  past?
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Mr. Gordon. At the moment we are dealing  with the future.
Mr. Passman. Could we possibly deal with the present and past? 

You are going to accept the appropr iation, you are going to sta rt 
allocating applicable  to 1961. If  we deal with what is now before 
us, it  would be 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 
tha t the United States  ap prop riate d to the Organization of American 
States  fo r fiscal year 1961.

Mr. Gordon. 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. Gordon. That is right .
Mr. Passman. Wh at is the amount put  up by the others in the 

Pan  American Union fo r fiscal year 1961 al ready ?
Mr. Gordon. We will have to get t ha t when we get the budget, sir.
Mr. P assman. Get what budget?
Mr. J ohnston. He is on the phone get ting the budget figure.
Mr. Passman. We are talking about something tha t was already 

appropriated  and  assigned to the fund.
Mr. J ohnston. Do you want it  broken down?
Mr. Passman. Give us the total. That is a ll right.
Do you think tha t would be an appropr iate  question dealing with 

this item ?
Mr. Gordon. I am sorry, I do not have the item here.
Mr. Passman. I understand tha t it would be impossible to get all 

tha t informat ion. I t would take  a 10-ton t ruck  to get it down here, 
if  you should bring  all of the mater ial you have had dealing with 
this  and related  subjects. So you could not have all of it here. We 
unders tand that.

Mr. Gordon. Wh at I  do have, Air. Chairman, is a description of-----
Air. Passman. I do not think as fast as you do. I êt us exchange 

pleasant  visitations unti l we get tha t information. You would not 
purposely throw me off my line of questions, but if we ge t out on 
some other field we will be playing volleyball rath er than  basketball 
before we get through. Explain  tha t, if you will, a fter we get that  
informat ion.

Air. T aber. Has that gentleman the informat ion?
Air. AIacP hail. He has gone out to get it, sir.
Mr. P assman. AVhile we are waiting for that, the next question 

would be: AYliat 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. Gordon. The contribut ion of the other members will be to the 
budget of the Pan American Union.

Air. Passman. In  what amount?
Mr. Gordon. Tha t is the  figure which you have just  asked for, sir.
Air. P assman. 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 tha t the other members of the Organization 
of American States  would put up against  our $6 million. Tha t is the 
question. Do you have th at ?
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Mr . Gordon. For the purpo ses  indic ate d fo r the use of  the  $6 mi llion, sir , th is  would be exc lusively  a U.S . co ntr ibu tio n.
Mr. P assman. No contr ibuti on  by the  ot he r members.
Mr. G ordon. For these purp ose s, t h a t is r ig ht .
Mr . P assman. I  do  not  see why we sho uld  be ru sh ing int o th is  whenheret ofo re they  hav e wi lling ly pu t up  th ei r pa rt . I f  we st art  pic king up tw o- th ird s, an d in  t hi s case pick ing up  100 perc en t of  i t, I do no t know  wh ere  it  will  lead us. I  do no t th ink you hav e been able yet  to  spend wh at  you rec eive d la st  yea r.

UTILIZAT ION OF $6  MILLION  ALLOCATION TO PA N AMER ICAN UN IO N

Mr. Gordon. Would you like  to ex pla in , sir,  wha t the  purpo ses  of the  $6 mill ion  are  ?
Mr. P assman. You m ight  a s well, bu t t hat  i s not firm. Th ere is no contr act . Th is is sti ll based upon wha t you hop e you may spe nd it for . Is  th a t cor rec t?
Mr. Grdon. T hat  is  rig ht .
Mr.  P assman. All righ t, sir.  Ta ke  all  the  tim e you  need.
Mr. Gordon. I  can eit he r rea d a p ap er  o r subm it one fo r the  record .Mr. P assman . We  wou ld p re fe r f or you to  rea d i t.
Mr . Gordon. Ve ry good. I  wi ll be h ap py  to do  so.
Th e specific fields of act ion  fo r which  t he  gr ea tly  str en gthe ne d economic and social arm  of  the OA S would  hav e res po ns ibili ty  are  as fo llo ws:
Fi rs t,  field inv est iga tions  and studie s, inc ludin g suc h pro blems  as ag ra rian  ref orms , housing  dev elopment , edu cat ion , and trai ni ng , tax  systems  an d admin ist ra tio n,  orga niza tio n of  na tio na l plan ning  agencies.
Second, ex pe rt ass istance  to  countrie s in the  pr ep arat ion of  sound na tio na l dev elopment  prog rams which  emp has ize in st itu tio na l impro vem ents, po licie s, a nd othe r self -he lp m easures to  st im ulate g rowth, and pr io ri tie s in  pub lic  investme nt program s.
Thi rd , act ion -or ien ted  meet ings o f expe rts  an d hig h-leve l officials of  Go vernm ent t o conside r the res ul ts of  th e studie s mentioned above.Fo ur th , technica l ass istance  to countries in the  pr ep ar at io n of  submissions fo r the annual consult ative  meeting  of  the In ter-A mer ican  Econo mic  and Socia l Council  call ed fo r in section IV  of  the Ac t of Bog ota .
An  esti ma te of  the  fu nd s re qu ire d fo r th e a cti vit y no ted  aliove, based  on a tim e pe rio d of about 18 to 20 mo nth s, th at  is, th ro ug h calen dar 1962, is as fo llo ws:
Und er  the firs t hea din g, field investi ga tio ns  and studie s, seven stu die s av erag ing abo ut $185,000, fo r a to ta l of $1,300,000.
Und er  the second heading , ass ista nce  fo r prog raming,  18 cou ntri es av erag ing ab out $200,000, a to ta l of $3,600,000.
Thi rd , meetings I  describ ed above, 6 meetin gs av erag ing  about $80,000, $500,000.
And  fo ur th , ass istance  fo r the annual review advisory  groups, 18 countrie s av erag ing about $34,000, a  tot al  o f $600,000, for  a g rand  to tal  of  $6 millio n.
F or these p urp ose s, the U ni ted St ates  m ay provide  assis tance under the ter ms  o f a general  agr eem ent  wi th  the OA S sub jec t to the release of fund s fo r specific  a ctivit ies  in the fields ind ica ted  above.
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That agreement does not now exist, as I  indicated before. This is 
the plan.

Mr. P assman. Certainly .
Mr. Gordon. Any funds  made available to the OAS will be in the 

form of g rants for specific act ivities 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 Secre taria t of the OAS, in accordance 
with policies approved by the Inter-A merican Economic and Social 
Council, which is being reconstitu ted 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 p repa ration of submissions to the Inter-Am erican 
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 Pa n American Union.

Mr. P assman. Thank you very much, Doctor.
Mr. Gordon. I have now the fiscal 1901 budget.

ANTICIPATED OBLIGATIONS o r  ALLOCATION TO PA N AMERICAN UN IO N

Mr. Passman. I think I  had better comment on this just a li ttle  bit 
first. It  could be expected tha t maybe none of these funds actually 
will be obligated during fiscal 1901, 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 1901.

Mr. Gordon. I think tha t is conceivable. I 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 tha t 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 
par t, and then your friend who is over on the ICA  p art  believes that  
he can obligate $50 million. Just as long as you see my point.

Mr. Gordon. Yes, I do.
Mr. P assman. I think  you understand tha t we are trying to be con

sistent about this-----
Mr. Gordon. Certainly.
Mr. Passman. Now do you want to give us these figures?
Mr. Gordon. Could I answer this last question, please, sir?
Mr. P assman. Wha t was the question?
Mr. Gordon. Why it is that  I think  the proport ion of these funds 

tha t could be obligated before Ju ne 30 would be very much less than 
the proportion  of ICA funds.

Mr. P assman. I think  you said it may not be any of them but, if so, 
a very small par t. I am sure you are going to have some reason. May 
we hear it ?

Mr. Gordon. Certainly. The reason for this is tha t the commit
ment of these funds to part icular 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 ra the r inadequate body operat ing a t 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 Bogota, which is in our presentation book, you will see reference to reorganizing tha t Council, greatly strengthen ing its staff, and giving it the kind of functions which I have described here.
Now, the t iming of the fi rst 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 part ly on the timing of action by the Congress on this request which is now before you. But as a result of that,  I do not think tha t more than a very small proportion , if any, of these funds would in fact be committed against specific contracts of this kind during this  fiscal year.
Mr. Passman. Would this fall within the “new scope” of the Pan American Union activities, or would i t be a continuat ion of present activities?
Mr. Gordon. No, si r; this would be new.
Mr. P assman. This would be a new scope of activity ?
Mr. Gordon. Very much so.
Mr. Passman. The same as the “new scope” of activity  under  the technical aid program we have been discussing and which will be administered by ICA?
Mr. Gordon. I would say even more.
Mr. Passman. Do you think there would be any great harm done if this should be postponed for a l ittle  closer scrutiny? We are  considering an increase of more than 400 percent.
Mr. Gordon. Mr. Chairman, I think  the important thing here is tha t there be enough funds so that when this ministerial level meeting 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. Passman. 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 resume, how much duplication would there be of the many other  technical aid programs now in effect and which will be p ut into effect if  you get th is approp riation in Latin America?Mr. Gordon. I would expect these activities not to duplicate any existing  activities.
Mr. Passman. You are dealing with some of the same subject materia l, though, are you not, such as housing, and so on ?
Mr. Gordon. Yes.
Mr. Passman. Do you think  people can work on these same types of projects without gett ing into some arguments? It  has been evident in some instances that U.N. technical aid assistants were jus t a  li ttle bit  jealous of the activity  of  the U.S. workers in the same field.Mr. Gordon. This is not the same thing  as the kind of technical assistance given in the field for specific types of building projects, for  example, in the housing field, which is involved in the other program.
Mr. Passman. Doctor, it has been established tha t 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 Organiza tion 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.)
Mr. P assman. Do you envision this tremendous increase in this littl e 

item gettin g this organization out  from under  control ?
Mr. Gordon. I do not.

A M O U N T OF CON TR IB U TI ON OF  L A T IN  AM ER IC A N COUNTR IE S TO OAS

Could I give you the fiscal 1961 figures?
Mr. P assman. Please do, yes. The amount that  is contributed by 

other members of the union.
Mr. Gordon. 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. Gordon. 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. Passman. 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  tha t in brackets ?

Mr. MacP hail. Is this not the total budget of the OAS which is 
funded out of the State Department appropria tion for contributions 
to international organizations?

Mr. Gordon. That is right.
Mr. MacP hail. This is the figure for  that. Then there  is, in add i

tion, as I  understand it, th e U.S.  contribut ion for technical assistance 
of $1,300,000. '

Mr. Passman. We are dealing with tha t figure. We can close this 
briefly. You have $1,300,000 for technical assistance. What d id the 
member nations pu t up for  the technical aid par t of it?

Mr. Gordon. That is the other part .
Mr. P assman. Let us keep them in brackets.
Mr. Gordon. They pu t up 30 percent of the total amount.
Mr. Passman. Wh at amount  would tha t be ?
Mr. Gordon. We put up 70 percent and they pu t up 30 percent, so 

their s would be three-sevenths o f ours. If  ours  is $1.3 million, thei rs 
would be about $557,000.

Mr. Passman. Let us move on now to the second category.
Mr. Gordon. On the general budget, the total in the current fiscal 

year  is $8.3 million.
Mr. Passman. Where did you get tha t? You are talking about 

State Department appropr iation now, are you not?
Mr. Gordon. Th at is righ t.
Mr. Passman. We migh t as well mix it  up. I t will be a good 

“mulligan,” anyway.
Mr. Gordon. Of this  $8.3 million, the U.S. contribut ion is $5.5 

million, and the other members, the Lat in American members, con
tribute $2.8 million.

Mr. P assman. Would you distribute the $6 million in both the  items 
here, or would it be stric tly technical aid ?
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Mr. Gordon. I t would be separate  from ei ther of the  present items.
Mr. Passman. That is not a responsive answer. It  is going to be 

for some type of technical aid tha t will come within  this  “new scope.”
Mr. Gordon. Tha t is right.
Mr. Passman. 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 th at up ?

Mr. Gordon. No, the $6 million will be spent within the kinds of 
limitations tha t I  described here, not in hiring people fo r the general 
activities of the OAS.

Mr. Passman. It  will be for  technical aid as such, under the “new 
scope” formula ?

Mr. Gordon. Technical aid of the kind which does not now exist; 
tha t is right , yes.

Mr. P assman. You mean you hope tha t it  does not now exist. You 
really would not care to wager your savings on that , would you?

Mr. Gordon. My belief is tha t it does not now exist.
Mr. Passman. Your belief is in the record. Let us respect your 

belief. But if you check the record, you may want to do a li ttle  cor
recting. We established last year that there was duplication . I 
thought then tha t 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 
Organiza tion of American States are not putt ing up any money to 
match the $6 million that we are contribu ting ?

Air. Gordon. Tha t is right.
Air. Passman. It  is a one-way street this time.
Air. Gordon. Tha t is right .
Air. P assman. Thank  you, gentlemen.

Thursday, March 23, 1961.
Air. Passman. The committee will come to order.

VETO POW ER OF TH E U .S . DIRECTOR OF THE BOARD OF TH E BAN K

Dr. Gordon, if I recall correctly, in your earlie r remarks  you 
stated tha t the Board of Directors of the Inter-American Develop
ment Bank, or those adminis tering the trust fund, was comprised 
of seven; six representatives of the La tin American countries and one 
from the United States.

Air. Gordon. Yes.
Air. Passman. The six Lat in American representatives, together, 

could cast 60 percent of the total vote, and our representa tive 40 percent ?
Air. Gordon. Yes, approximately. It  happens to be ju st under 60 

and just  over 40, but substantially  tha t is right.
Air. Passman. At a lat er 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. Gordon. That is rig ht. All projects under  this trust fund require a tw o-thirds vote to be approved.
Mr. P assman. It  would never be two-thirds, then. I t would be 40 percent, or zero.
Mr. Gordon. I can easily imagine a situat ion where we would be in favor and some of the Lat in Americans would be in favor, and in tha t case it might be 70-30.
Mr. Passman. Are you speaking of the number of votes the  individuals  have, or would it be two-thirds of the seven individuals?Mr. Gordon. Two-thirds of the weighted votes.
Mr. P assman. At no time will you vote on the basis of two-thirds , or a majori ty of the seven?. In  every instance it will be on the basis of the 40 plus the 60 ?
Mr. Gordon. Exactly.
Mr. Andrews. That simply means this country  can deny any project?
Mr. Gordon. Yes, sir.
Mr. P assman. It  would be stated more clearly if we should just  say tha t we have veto power as long as our represen tative casts his vote in the negative.
Mr. Gordon. Exactly.

LACK OF FIR M,  DETAILED PROJECTS

Mr. Taber. H ow many of these projects do you have tha t have already been processed ?
Mr. Gordon. Mr. Taber, none have been processed in the sense of having been negotiated to  agreement or contrac t, 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 sta tement on the status of these various projects, we have p repared a pape r 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 attempt ing to justi fy t his request, worksheets tha t had been prepared prior to the Bogota 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 necessary, we will hold additional hearings.
Mr. Taber. If  t hat  schedule is what I expect i t 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. Gordon. Mr. Taber, what this paper consists of is simply an elaboration on the material already submitted to you in the tatio n giving more inform ation about the exact s tatus  of 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. Gordon. Mr. Chairman , I  gathered f rom some of the questions 
yesterday you did want supplementary information, and that  is why 
we prepared it.

Mr. P assman. What you said was an example of what the project 
could be, and also th at you might  not carry out the examples. You 
might  abandon them in the ir entire ty, and something else might be 
substituted for them. You may elaborate as much as you please. 
You could not pinpoint one single project tha t 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. Gordon. Tha t is right.
Mr. P assman. Tha t is all we need for the record.
So, we must consider it on the basis of sympathy, ra the r than facts. 

We do not have any facts.
Mr. Gordon. Let me suggest we give you the paper and you con

sider whether it would be helpfu l if it should be in the record and let 
us know what your decision is.

Mr. Passman. Ju st  so we have an unders tanding tha t this is a de
par ture 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 
so, but  black is not white.

Mr. Gordon. 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. Taber. Fran kly,  I  do not  understand  how you came here with 
the idea the committee would not want any information at a ll on the 
subject of what th is 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. Gordon. Completely, Mr. Taber.
The Bank agreement was negotiated in 1959, and there is a statute, 

of which I can get you th e name and the date, which approved the 
American membership in it and authorized the necessary a ppropria
tions fo r it.

Mr. Taber. I thought you told us yesterday this Bank was set up 
way back before the turn  of the century ?

Mr. Gordon. No, Mr. Taber.
Mr. Berle was refe rring to proposals for such a bank going back 

to tha t time. I have the citation  here. It  is the Inter-Am erican 
Development Bank Act of August 7,1959.

Mr. Taber. Have you submitted to the committee the language th at 
you want us to consider ?

Mr. Gordon. Yes. The appropria tion language is printed in the 
presentation book at the very beginning.
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Mr. Taber. Which book is that  ?
Mr. Gordon. The unclassified blue book, and it is the simple approp riation language—

for expenses necessary to carry  out the provisions of sections 1 and 2 of the act  of September 8, I960 (74 Sta t. 869D) $500 million to remain available until  expended.
It  is under  the tab “Program objectives and summary.”
It  is simply tha t one sentence, Mr. Taber.
The legislative language  is in the act approved on September 8 of last year, so this is s imply the appro priat ion language.

TRUST  AGREE M ENT W IT H  IN TE R -A M E R IC A N  BA N K

Mr. Taber. You have negotiated  with the different countries the mat ter of a proposed agreement ?
Mr. G ordon. We have negotia ted that  with the management of the bank itself.
Mr. Taber. The management of the Bank ?
Mr. Gordon. That is righ t, and they in turn  have submitted the draf t to the board of the executive directors, and they have the approval of the board of executive directors. This  is subject on our side to the approp riation, and subject on their side to the approval of the Board of Governors, which is the highest authority in the Bank.
Mr. Taber. What about the beneficiaries $
Mr. Gordon. The beneficiaries will only get money afte r the negotiation of specific loan agreements pursuant to the tru st agreement between the Bank and each individual beneficiary.
The t rus t agreement is simply the agreement which would establish this t rus t fund and would provide for the  Bank’s administration of it.Mr. Taber. 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. Gordon. I would respectfully suggest that the very, very much larger program for the assistance to the recovery of Europe was also an exception.
Mr. T aber. No, because there the thing  was developed by the committee. The committee s tarted hearings and we found they did not have anything, and afte r we got going 3 or 4 days it got so bad we could not find out what  the picture was and we h ad to sta rt in on the m; what program there was was worked out in th e committee and we had hearings on it  fo r 2 months. I went th rough tha t 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 justi fy any action I take. If  I go into anyth ing of this kind the way i t stands now, i t would be just a guess, and not an intelligent guess. That is the situation I am in 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 a ll about. I do 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. Tha t is the history of it.

I would like to see this in as good shape as tha t before I cast a 
vote on it, either for or against. We are not getting it tha t way.

I do not know what the powers tha t be a re planning to give us, 
but if this is a  sample, what we have had this week, i t does not satis
fy me a t all.

Mr. Gordon. I am sorry, sir. We have endeavored to describe the 
situation as fully as we can.

Mr. Taber. Maybe you are not far  enough advanced with your 
operation to where you should come here.

Mr. Gordon. 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. Taber. I can see where this  would not only leave a very un
savory taste  in the mouth of a grea t many of the members of the 
committee, but of the Members on the floor.

Mr. Gordon. May I only say, Mr. Taber, the situat ion in Latin  
America leaves a very unsavory taste in the mouths of almost every
one.

Mr. Taber. 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 anyth ing about it, but when they 
found tha t the committee wanted to know what it  was all about, as 
far as i t was possible for them to, t ha t was developed and presented.

Tha t 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 thei r program on a lot of those things.

Here there seems to be nothing. We are just turn ing  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 transfer red $200 million of what was in the natu re of 
appropria tions  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 admin istrat ion 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  AGREE MENTS FOR COU NTR Y PROGRAMS

There have not been any agreements with the other countries and 
the Bank to this point, have there ?

Mr. Gordon. Not with respect to individual projec ts; no, sir.
Mr. Taber. Thank you. Th at is all.
Mr. P assman. Would that fact apply  also to the money requested 

which will be administered by ICA ?
Mr. Gordon. No firm agreements with the individual countries.
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Mr. Passman. You would have the same answer for the $100 mil
lion for IC A that  you had for the Bank. Would tha t be equally true 
also for the Pa n American Union, the $6 million request ?

Mr. Gordon. Yes, sir.
Mr. Taber. Have the other countries completed the actions they 

have to take on the formation and composition of the Bank itself ?
Mr. Gordon. Yes. The Bank is a going institution,  sir, and the 

other  member countries, except for the Dominican Republic, have all 
contributed the ir first installments on schedule just  as we have.

Mr. Passman. Wil l the gentleman yield ?
Mr. Taber. Yes.
Air. Passman. You are refe rring now to a different program alto

gether,  are you not ?
Mr. Gordon. I understood Mr. Taber 's question to be about the 

Bank as an institu tion. Yes.
Mr. Passman. I t would not apply to this program in any way, 

shape, form, or fashion?
Air. Gordon. Not to this  tr ust  fund.
Mr. Taber. This legislation setting  up  the Bank and put ting it in 

position where money could be appropr iated  to i t-----
Air. Gordon. The Bank itself is a going concern.
Mr. Taber. It  has been approved?
Air. Gordon. All member countries have ratified it. It  is a going 

concern. We ratified it  in  effect through this statute which is before 
you.

Air. Passman. If  the gentleman will yield.
Air. Taber. Yes.

U. S.  DIRECTOR ON BOARD OF DIRECTORS OF IN TE R-AM ER ICAN  BA NK

Air. P assman. We have a Director assigned to the Bank at present.
Air. Gordon. Yes, indeed.
Mr. P assman. What is his name ?
Air. Gordon. Robert Cutler.
Air. P assman. The same person who will be representing us on the 

tru st fund is now a member of the Board  of the Bank ?
Air. Gordon. Yes, the same Executive Board would be responsible 

for  making the individual decisions under this trust fund as under 
the going operations of the Bank.

Air. Taber. I think t ha t is all.
Air. P assman. Mr. Natcher?
Air. Natcher. Dr. Gordon, since the opening statements  on Alon- 

dav, 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.

You know the position tha t the commitee has taken in rega rd to 
certain  requests and I am just  wondering i f 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 l ike to have your proceed.

Air. Gordon. Thank you very much.
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URGENCY OF ICA ALLOCATION

I would l ike to make three points if I could. The committee has 
obviously been very much concerned with the question of the  re lation
ship between the ICA portion of this fund and the  Bank portion. I 
hope th at the testimony is made clear that the education and training 
and public health activities which are assigned for responsibility to 
the ICA a re just as much an integral pa rt of the Bogata 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 sanita tion fields.

Indeed, if I were to establish priorities  myself as to the areas which 
are most pressing from the political and social poin t of view, I  would 
single out the agricultural and land use th ing on the one hand and the 
education and tra inin g on the other.

The problem of mass education, the illiteracy, and the problem also 
of the right kind of vocational training so th at these people can im
prove the ir productiv ity is one of the most impo rtant and really press
ing problems in Latin America.

It  is politically impor tant, too, because this desire for educational 
opportuni ty for children is a very deep one. Masses of the people in 
many o f these countries have been frus trated 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 thei r 
present conditions.

Fidel  Castro incidentally, has recognized the political appeal of this 
par ticu lar thin g 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. I t takes a lot longer 
than 1 year.

IMPORTANCE OF FULL ? 5 0 0  MILL ION APPROPRIATION

Secondly, I  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 Lat in America generally understand the complexity of our 
own legislative procedures. I think i t is fai r to say that, except for  a 
very small number of people who have lived in Washington in em
bassies or working with the International Monetary Fund or the World 
Bank, neithe r the man in the street nor the generally well-informed 
man in  Latin  America unders tands our procedures; perhaps no more 
than  we unders tand the complexities of the legislative procedures of 
Colombia, Peru, Brazil, or any of the other Latin  American Republics.

Now the $500 million figure has come to achieve a very grea t sym
bolic importance in Lat in American minds. The act of Bogota itself 
mentions no figure. It  simply talks about the offer of the United States 
to establish th is 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 pa rt of this 
hemisphere tha t this is regarded  as almost an accomplished fact. It  
is, of course, a mistake so to rega rd it, but it is a fact of li fe t ha t it is 
so regarded.
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If  the Congress fails to appropria te this amount, I think it will have 
a quite serious pol itical 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 grea t 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 halfhear ted; in effect, 
too little and too late.

I think it is very important for us t ha t we avoid charges of tha t 
kind.

This is one reason that  the durat ion of this is open. We believe 
tha t the administrative machinery tha t we have proposed here will 
see tha t these funds are spent only efficiently, economically, and in 
conjunction with the ri ght  kind of self-help  measures and the insti tu
tional reforms which are connected with the individual projects.

We have said repeatedly that we cannot predic t the  precise pace at 
which these funds will be expended and th at is for those reasons. We 
have also said th at this is contemplated as a f irst installment and  th at 
if the program is successful t ha t w’e expect tha t 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 fur ther installment. By the natu re of the program, what the 
amounts will be tha t will be requested at tha t time I do not know. 
The purposes I believe will be precisely the same purposes that we 
are talking about at the present time.

ESTIM AT E OF DURATION' AND TOTAL COST OF PROGRAM

Mr. Andrew’s. If  the  gentleman will yield, r igh t a t th is point, Doc
tor, could you give us your best estimate as to what this program will 
cost and how* long it will last?

Mr. Gordon. The tota l program-----
Mr. Andrew’s. If  you accomplish all the  things you have set out to 

accomplish, i f you achieve all the goals tha t you have in mind now a t 
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. Gordon. 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 last ing over a decade.

Mr. Andrew’s. Th at answers one of my questions.
The second quest ion: In  your opinion what will this program cost 

over a period of 10 years ?
Mr. Gordon. The alliance for progress of course includes not only 

this program for  social progress, which we are  talk ing about today, 
but also assistance to La tin  American economic development through 
hard loans from the Exp ort- Imp ort Bank and through soft loans 
or nonhard loans for  economic development through either the DLF 
or whatever new agency may be set up.

Mr. Andrew’s. Ju st so the money gets there.
Mr. Gordon. Yes.
With  respect to the social par t, and this is purely a personal 

guess-----
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Mr. Andrews. Tha t is all I am ask ing for. You are an exper t 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. Gordon. The crystal ball is extremely cloudy and 10 years 
is a long time. I would expect tha t if this is successful and if the 
funds we are ta lking about here get committed over a couple of years, 
tha t for several years more funds for  these purposes in these kinds 
of magnitudes would continue to be required. I would expect it 
to tape r off and taper off rath er sharp ly before the 10-year period 
is over because the nature of this animal, as I  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 produc tivity improved, so that 
countries can then continue to get these things  accomplished out of 
thei r 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. A ndrews. Tha t is al l I am asking. That is all you can give.
Mr. Gordon. Well, sir, I would guess for  these p articular purposes 

over the 10-year period tha t something in the neighborhood of 2% 
billion or sd might be indicated. That is a rate of $250 million a 
year.

I would expect it to sta rt a bit smaller, to get a bit larg er in the 
middle and to taper  off toward the end.

Mr. A ndrews. 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 tha t i t will last 10 years and cost 
approximately $21

/& billion.
Mr. Gordon. Yes, sir.
Mr. T aber. I s t hat  cost the limit as to what is expected to be done 

here in this part icular terr itory tha t we have been ta lking about this 
week ?

Mr. Gordon. That has to do simply with this area tha t 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 thin g so fa r as I  
can see it  a t the present time.

I hope I  made it clear tha t this is purely  a guess.
Mr. Andrews. Tha t is all we can expect, Doctor. This  $2f4 billion 

figure does not include what will be spent under our regu lar DLF 
program or the ICA program, as we have known them for the last 
5 years ?

Mr. Gordon. DLF , no. With respect to ICA,  there are certain 
technical assistance activities of ICA  in fields other than  these.

For example, in improving industr ial productivity. These are 
very small.

Mr. Andrews. Your opinion of $2^  billion has to do with only 
this program that  we are considering here now?

Mr. Gordon. That is right.
Mr. P assman. If  the gentleman will yield.
Mr. Natcher. I yield.
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Mr. P assman. Would you also advance tlie same type of guess as 
to the tota l cost of all  programs with reSpect to aid to  Latin  America 
within the next 10 years ?

Mr. Gordon. Mr. Chairman, I  really do not have a basis for that .
Mr. P assman. Did you have any basis fo r the  guess you just  made?
Mr. Gordon. 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 
tota l cost.

We must think in terms of the total cost of the program,  ra the r than 
merely one small p ar t of it.

Mr. Gordon. Mr. Chairman,  the responsibility for the economic 
development p ar t of this program is in other hands. I t will be sub
mitted to you as a pa rt of the bill tha t the administration  will be 
submit ting in due course, pu rsuant to the Pres iden t’s message of yes
terday and i t seems to me that it  would be much better  to let the  people 
responsible for tha t make guesses in that field than  it would be for 
me to try to  do so.

Mr. Gary. Will the gentleman yield ?
Mr. Natciier. I yield.

NEED FOR FURTHE R AUTHORIZATION

Mr. Gary. No more than  $500 million can be spent without fur the r 
authorization from the Congress and fur ther app rop ria tion; is 
tha t correct ?

Mr. Gordon. That is right,  Mr. Gary.
Mr. Gary. This par ticu lar p rogram we are discussing now has only 

been authorized to the extent of $500 million ?
Mr. Gordon. Yes, sir.
Mr. Gary. And it cannot be extended beyond tha t without fur the r 

authorization and without further  a pprop riation?
Mr. Gordon. Yes, sir.
Mr. Passman. If  the gentleman will yield.
Mr. Natciier. I yield, Mr. Chairman.
Mr. P assman. Those of us who have read the presentat ions 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 tha t they obtained 
an author ization  from the weakest type  of justifications. The 
justification being presented for an appropriation is certain ly no 
stronger.

Would it follow tha t notwi thstanding  the fact that  you have an 
authorization for  only $500 million, it could conceivably be true  tha t 
when you get this program star ted 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 a lternative  but to pass a new authoriza
tion and make an additional  appropriation ?

Mr. Gordon. I do not think  so, Mr. Chairman.
Mr. Passman. If  you go into Lat in America for the sole purpose 

of help ing those people in social reforms or  with  schools, and  you take 
this $500 million and you get th is program advanced about  20 percent,
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to the point tha t they see new hope for a new day and new progress, 
would tha t not give you more encouragement for  a new authorization,  
beyond the blanket request made last year?

Mr. Gordon. Of course, Mr. Chairman, if it is successful, I  said it 
was only a first-----

Mr. P assman. Let us say th at it is successful. As f ar  as I am per
sonally concerned, however, let us not  leave the committee under the 
impression th at this is a one-time shot. You have said over and  over, 
in fact, tha t this is not a one-time shot.

Mr. Gordon. Tha t is right .
Mr. P assman. Under this authorization you could spend only the 

$500 million, b ut if this is successful in the eyes of the Board and it is 
only 12 percent completed, i t is only natu ral tha t you would come in 
for new authorization and new fun ds ; is tha t correct ?

Mr. Gordon. It  will have to be successful not only in the eyes of the 
Board, bu t in the eyes of the au thoriz ing committees and in the eyes of 
this committee and the Senate Appropriation s Committee.

Mr. Passman. Tha t has not always been t rue with respect to this 
committee.

Mr. Gary. And the eyes of the Congress as a whole.
Mr. Gordon. Tha t is right.
Mr. Passman. 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 a nything but just the 
fact it  was based upon faith and assurances tha t it  will be well handled. 
This process will be a complete depa rture  from the assurance given by 
the chairman of the Committee on Foreign Affairs as to  how it  would 
be handled.

I think we agreed th is morning tha t you cannot make black white, 
but there is a gray field tha t we have to deal in, kind of a mingling of 
fai th and confidence, bu t not justifications. I think  it would be my 
responsibil ity as chairman of this subcommittee to keep the record 
stra ight  that you have been consistent all the  way through tha t if i t is 
successful then you would come in again for additional authorization 
and additional funds.

Mr. Gordon. Tha t is right .
Mr. P assman. And this time you have no firm justificat ions for the 

money, but in all probability you will get funds. I t would only 
follow7 tha t you will have a stronger case next time, if you have the 
projects underway.

Mr. Gordon. Mr. Chairman, I think obviously next time there will 
be a record of experience to pu t before you. Since we are proposing 
to sta rt a new program, we na tura lly have no record of experience.

Mr. P assman. And you expect that  it will be successful ?
Mr. Gordon. Yes.
Mr. P assman. And you would expect additional appropria tions?
Mr. Gordon. Yes.
Mr. Natcher. Do you have any additional observations to make 

at th is time in justification of the amount requested?

need for immediate appropriation

Mr. Gordon. I did w ant to make a third point, Mr. Natcher, if I 
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 appropr iation for fiscal 
yea r 1961, and we have done this because we feel tha t it is extremely 
important to maintain the momentum which was start ed with the 
Conference of Bogota and the action by this Congress just  on the 
eve of the conference at Bogota and which has been sustained by the 
Pres iden t’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 rig ht kinds of self-help measures to go along with  
projects in this field are actually underway, so that  there are proposals  which can be negot iated very promptly. Our feeling is tha t prompt 
action, first by the Congress and then by the  administering  agencies, 
to sta rt the implementation of some of these projects in the better 
cases, will set a very important example for countries where legisla
tion is pending in the ir congresses or the political forces are rath er 
evenly balanced; will show tha t 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, 
tran sform some of these hopes in to 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 tha t action at the earliest possible time would be highly desirable.
Mr. Natciier. Mr. Berle, as you well know, since the opening sta te

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 fo r social progress.

I am just wondering if you have any additional observations to 
make in justification of this program, Air. Berle, not in direct answer 
to questions, bu t observations that  you migh t make tha t would help the committee in deciding this  matter.

Mr. Berle. Air. 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 st art  
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 n ot only entirely justified, but what  I myself would prob
ably think  i f I  were on the other side of the table today.

It  is clear we are in for some developments in L atin  America, and 
these developments may be dramatic. I t is also obviously essential 
that  the dramatic developments should be in the interest of the kind 
of world  we hope to construct r ather than the kind of world that  Some 
of our overseas “f riends” 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; tha t these developments can be 
swift and widespread is unhappily the fact.

I would pre fer not to go into the names of the various situations for 
the record here. I f  you wish, off the record, I would be glad to dis
cuss it.

Mr. Taber. Let it  go off the record.
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Mr. Passman. Certainly . Off the record, if tha t is the way you 
prefe r it.

(Discussion held off the record.)
Mr. Natcher. Mr. Berle, do you have any additional observations 

to make at this time ?
Mr. B erle. I  thin k not, though I  will be glad to answer any ques

tions.
Mr. Natcher. Th at is all, Mr. Chairman.
Mr. Passman. Thank you very much, Mr. Natcher  and Mr. Berle.

AID TO CHILE

There is one Lat in American country, Chile, with a population of, 
I believe, 7 2̂ million people. Our to tal a id under the so-called mutual 
security program as of June  30, 1960, amounted to $109,372,000, and 
in all probabili ty 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 tha t country over and 
above what they had prio r to these tremendous gifts ?

Mr. Berle. I  do. Tha t 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. P assman. Can we call names when you say “oversea frien ds” ?
Mr. Berle. I mean the Sino-Soviet bloc. There is no reason why 

we should not refe r to it, Mr. Chairman.
Mr. Passman. When you say “friends,” we might believe it  to be 

some of  the new foreign countries into which we are pouring money.
Mr. Berle. There is no reason not to mention it. I am sorry I kept 

it off the record.
Mr. P assman. I made the statement fo r tha t reason.
Mr. Gary. Will  the gentleman yield to me?
Mr. Passman. Certainly.
Mr. Gary. I s the request fo r Chile a pa rt of the  Bogota agreement?
Mr. Gordon. No, sir.
Mr. Gary. That has nothing to do with the Bogota agreement. 

Are there any commitments for th at $100 million ?
Mr. Gordon. Mr. Gary,  there  are witnesses here specially who will 

testify  on the Chilean earthquake item, and if we could wait until 
tha t I am sure they will give you a full  answer to the question.

Mr. Gary. All I want to know now is whether or not we have 
made any promises of this amount to anybody.

Mr. Gordon. Mr. MacPhail, I think, can answer that.
Mr. MacP iiail. Beyond the amount that is in the authoriz ing 

legislation; no, Mr. Gary. We are in the same position.
Mr. Passman. You could not go beyond the author izing legisla

tion ?
Mr. MacP iiail . Tha t is correct.
Mr. Passman. But  have you made a commitment more direct to 

Chile, fo r the $100 million, than we have made to the other countries 
with respect to the $500 million?
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Mr. Taber. Do you mean you have actually made commitments 
as to things tha t were authorized where there has been no app ropria
tion of funds?

Mr. MacP iiail . There have been no commitments made to Chile 
whatsoever. The only mat ter in the  record is the authorizing  legisla
tion for  $100 million.

Mr. P assman. That is no different than the other s; is it?
Mr. MacP iiail . Tha t is what I said.
Mr. Gordon. The only difference is it  is f or a named country and 

for a named purpose, earthquake rehab ilitation and reconstruction, 
and in  that sense it is focused on a par ticu lar place.

Mr. Gary. But you have a writ ten agreement drawn up as a re sult 
of Bogota.

Mr. Gordon. Tha t is right .
Mr. Gary. Do you have a writt en agreement so far as Chile is 

concerned ?
Mr. MacP iiail. No ; we do not.
Mr. Passman. But  you do have an authorizat ion, and that indica tes 

they are expect ing the  $100 million.
Mr. Gordon. They are  certainly  expecting it ; yes.
Mr. Passman. And you would expect jus t as strong a case to  be 

made within a few minutes for the $100 million as you have made fo r 
the $500 million, would you not ?

Mr. Gordon. I hope it will be.
Mr. Passman. Than k you very much, sir.
Mr. Rhodes?

LAND IM PR OV EM EN T PROGRAM

Mr. Rhodes. Mr. Chairman, refe rring to those portions of this 
program tha t have to do w ith the improvements of the land, we had 
some testimony about 2 years ago concerning land  in  Peru. In  fac t, 
I thin k a highway was buil t to some land which we planned to de
velop. When the highway was completed, or almost completed, 
somebody finally got around  to takin g a sample of the soil and look
ing a t the rain fall  and apparently there was quite a bit o f doubt a fte r 
tha t as to whether or not the land was really arable, and whether  
much of anything of economic value could be grown on it. I t 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 f ar  as chances of repayment are con
cerned, in the field of land improvement.

Mr. Gordon. Mr. Rhodes, I wonder whether  I could ask someone 
from the ICA who is fam ilia r with the actual experience in Peru to 
comment on the first pa rt of your question and then I would like to 
comment on the second part , if I  might.

Mr. J ohnston. Mr. Rhodes, I will try  to answer your question.
The Peruv ian Government, at the moment, through their resources 

and the past training tha t they have had in thei r technical assistance 
program, have tr ained a Corps of Engineers, et cetera, to tr y to com
ply with all of the regulations , et cetera, that go with some of  thei r 
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  unders tand tha t we are making progress in this direction, as they have been tra ined  engineers, et cetera.Mr. Gordon. On the futu re aspects of  i t, Mr. Rhodes, the Bank is of course famil iar with this problem. I t has incidentally been borrowing heavily from the experience of the World Bank, which, of course, has been going for 15 years now.
The W orld 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 thei r 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.
I had heard 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 t rus t agreement to see tha t 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. Rhodes. I am also w’orried by the fact  tha t we may be flying in the face of human nature. The Bank is a trustee.
Mr. Gordon. Tha t is right.
Mr. Rhodes. There is curren tly 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, refer ring to human nature , is th is a good s ituation so fa r as safety of the investment is concerned ?
Mr. Gordon. I can make two observations on this. Fir st, the members 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 tha t i t is the first Inter - American Bank created, as Mr. Berle said yesterday, after 50 or 60 years o f discussion of this  kind of th ing, I tliink they are  very jealous of their  reputation and want to keep it  tha t way. They are enjoined in the tru st agreement to handle these funds with the same responsibility they would handle the regular funds. I am sure from the point of view of accountability and all tha t kind of thing , there is no problem.
Mr. Rhodes. There is no legal sanction possible.
Mr. Gordon. I don't  know how a legal sanction could be applied.Mr. Rhodes. Would you agree, Mr. Berle?
Mr. Berle. Yes; only tha t the individuals could be held for misappropriated funds in their own countries.
Mr. Gordon. 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 jus t as aware as we are, and as the members of the  committee are, tha t this is supposed to be the  first stage in a program tha t will last over a period of some years. They are aware, or they will be after they read th is record if they have not been previously, th at before any fur ther funds are forthcoming for thi s sor t of work there will have to be
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a real factual demonstrat ion of the right kinds of th ings having been 
done with the first installment , so I  think there is a real incentive of 
tha t type.

LAND REFORM  PROGRAM

Mr. Rhodes. Have  you any way of knowing what will be grown on 
the newly subjugated land?

Mr. Gordon. This varies enormously from area to area. We are 
talk ing about a continent tha t runs from temperate  latitudes in the 
Fa r South to tropics  and all kinds of rain fall  and soil conditions. 
One of the things they need most is more food. As you know, in th is 
area, which is p rima rily an agricultu ral area, most countries are not 
self-sufficient in food, which is an extra ordinary  situation.

Mr. Rhodes. Throughout the statements  there has been mentioned 
the term “land  re form ” from time to time. Will the ultimate  result 
of land  reform, in any case tha t you know of, be tha t the government 
of the country will own more land than it now owns?

Mr. Gordon. I would think not in the end result. The normal 
situat ion where the government is buying up land from priva te hold
ers is th at 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 freehold title.

Mr. Rhodes. Is it our intention th at the government not acquire land 
for the purpose of becoming a large landholder but tha t it acquire 
land, if it does acquire it, for the purpose of dividing the land into 
economic tra cts so that  an average farm family  can make a living?

Mr. Gordon. This is the whole concept of the land reform idea.
Mr. R hodes. Can we go fu rther ? Can we say the Bank will insist 

tha t tha t be the practice  wherever land reform is undertaken?
Mr. Gordon. I th ink we could do that.
Mr. Rhodes. I would hope we could.
Mr. J ohnston. 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. Rhodes. 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. Gordon. I am completely in accord with tha t, Mr. Rhodes.

PA RT ICIPAT ION OF PEA CE CORPS IN  PROGRAM

Mr. R hodes. Will there be any participatio n by the Peace Corps  in 
any of the projects we are now considering ?

Mr. Gordon. 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. T aber. Where would they get thei r money ?
Mr. Gordon. The Peace Corps?
Mr. Taber. Yes.
Mr. Gordon. In whatever provision is made fo r financing the Peace 

Corps. It  has nothing to do with these funds here.
Mr. Rhodes. However, these funds could be made available by the 

Bank through the latitude we have given them in their  agreement.
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Mr. Gordon. 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. Rhodes. Technical assistance money perhaps could be made 
available.

Mr. Gordon. Tha t is right.
Mr. R hodes. In  the construction of projects, and I am assuming I  

am r igh t and you are wrong as to the wording of th e agreement and 
tha t there could be reclamation projects, is there anything in the 
agreement with the Bank which would require feasibili ty tests s imilar 
to those we apply  under C ircula r A- 4̂7 o f the Bureau of the  Budget, 
and which must be applied in o ther mutual security projects  by law?

Mr. Gordon. I am not familiar  with the Budget Bureau circular.
Mr. Rhodes. Mr. Johnston might be.
Mr. J ohnston. I am not familiar with it in detail, sir.
Mr. MacPhail. I believe it is A-47. I t is a requirement in the 

Mutual Security Act.
Mr. Rhodes. Tha t is right . However, it is not a requirement  in 

the enabling legislation for th is money unless we make it a requirement 
in the appropria tion bill.

Mr. Gordon. My advisers tell me th at tha t circu lar refers to esti
mates of cost-benefit r atios  in connection with reclamation projects.

In  our previous interchange I indicated we do no t contemplate th at 
kind of projec t being done w ith these funds. I  do not thin k 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. Rhodes. I wanted i t even more clear.
Mr. Gordon. Very good.
Mr. Rhodes. I think that is all, Mr. Chairman.
Mr. Alexander. With regard to land reform, one of things tha t 

bothered me particularly, living  in a textile  area, is the fact  t ha t in 
some of our ICA programs we have encouraged the development of 
many of the  things  where we have an oversupply in this  country , such 
as cotton, textiles, and that kind o f thing.

Will there be any restriction to t ry 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. Gordon. I  do not think there would be a formal restric tion as 
to the kinds of crops th at would be grown on land by fa rmers in newly 
settled areas. I think  any sensible program would try  to avoid add ing 
to overproduction of things tha t are already in excessive supply.

There are, of course, some things in excessive supply in Latin  
America th at we do not produce a t all, notably coffee, which is in very grea t oversupply.

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 2 ^  percent  per  year or more than that . It  
is the most r apid  rate of popu lation increase in the world, so this is 
clearly the  most pressing need.

I think what gets grown in par ticu lar places will have to depend 
on the natu re of the soil and the markets tha t are available.
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Mr. Alexander. AVill we encourage them to plant  those things even 
though thei r soil is suited for it which would come back to haun t us 
in this  country?

Mr. Gordon. I  do not think we could lay down legal restrictions 
which in turn  would have to be converted in some kind of domestic 
res traint for all time on the par ticu lar farm er in the part icular 
country.

Mr. Alexander. We were given assurance under  the  Development 
Loan Fun d tha t they would not make any futu re loans for the estab
lishment of textile plants  in  any of these underdeveloped countries.

The point I am trying to establish here is t ha t you in your loans 
under  the Inter-American Bank will not make loans t ha t would pro
mote the type of products  t ha t would come back to this country and 
create more trouble and compound the trouble we are in.

Mr. Gordon. As far  as indus trial projects  are concerned they are 
not in th is program at all. That very wide range of goods, including 
textiles, would not figure here.

Mr. A lexander. I am think ing more of  the land development and 
the products  grown on the land, such as cotton.

Mr. Montoya. I know there have been loans made by the Exp ort-  
Imp ort  Bank for cotton gins  in  one of the South American countries, 
I believe Ecuador. That is certain ly a loan which tends in  the end to 
compete with our domestic products.

Mr. Alexander. Did we establish the other day there were funds  
here for  steel mills for  Brasil ia ?

Mr. Gordon. Mr. Berle  referred to  an Expor t-Im por t Bank project.
Mr. Berle. That is ri gh t; yes, sir.

COM MITMENT TO APPROPRIATE $ 5 0 0  MIL LION

Mr. Alexander. As I understand it, $394 million has been com
mitted  at Bogota for the Inter-Amer ican Bank, and $100 million for 
the ICA  type of project where a different crite ria is used bu t which 
nevertheless will be handled through  ICA.

Mr. Gordon. Not precisely, Mr. Alexander. There was no commit
ment as to a par ticu lar figure at  Bogota. 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 tha t we developed since Bogota on 
the distribution of the  needs among these classes of use.

Mr. Alexander. Are we more committed to the $394 million than  
we are to the $100 million ?

Mr. Gordon. I  would say insofa r as there is any commitment, which 
is a political and psychological one rat her  than a legal one, it really 
affects the entire $500 million.

LOAN RATHER TH AN  GRANT OF $5  00  MILLION

Mr. A lexander. Wh at would be your reaction to a suggestion tha t 
we approve th is request in the  form of a loan, say fo r 40 years, repay
able to the U.S. Treasury ?

Mr. Gordon. In  dollars ?
Mr. Alexander. Make it in sof t currency if you want to.

67615—61------ 16
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Mr. Gordon. Well, sir, if it were a loan repayable in soft currency 
I do not think  i t would do us much good, and I  would think i t 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 tha t the United States accumulat ing on a bi latera l or uni
lateral basis large volumes of  other people’s currencies really creates 
trouble  for itself and we would be much be tter off to have these funds 
in this revolving fund for use by the Inter-Amer ican insti tution  for  
fur ther relending for these purposes.

AD MINIS TRATIVE  EX PE NS ES OF TH E BA NK

Mr. Alexander. Under  your agreement with the Inter-American 
Bank as trustee for  this fund, what would you pay them for the h an
dling of the loan ?

Mr. Gordon. The adm inistrative expenditures  here, Mr. Alexander, 
and the arrangements for those, are described in the annex to the  
agreement, page C-9 of the book.

What i t provides is tha t the fund shall be charged for  s alary  and 
the professional staff exclusive o f 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 part icular projects.

Then there is a provision for  overhead which is p ut in at the rate 
of $1.80 for each dollar of the professional sa lary cost.

Tha t figure was put  in on the basis of  the W orld 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 l ittle  concerned tha t the figure may be low because, 
unlike the Internat iona l Bank which does all its work in the English 
langauge, this bank works bilingually. All thei r 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 afte r we have had experience to review the  actual costs and make 
an adjustment if necessary.

Then finally there is an exclusion, a provision tha t 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 actua rial services.

Mr. Passman. These same directors are directors of the regular 
bank organization, are they not?

Mr. Gordon. That is right.
Mr. P assman. So i t would only follow you would not want to pay 

them double.
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Mr. Gordon. Tha t is righ t.
Mr. Passman. I think the record should show tha t they are the  

same directors who manage the regular bank, and there is no chari ty 
necessarily involved on the part of the directors  tha t they are not 
collecting for atten ding  these meetings.

Mr. Gordon. That is right.
The reason we put in this  provision was not-----
Mr. Passman. I am not quarreling, but  getting the record s traigh t.
Mr. Gordon. I wanted to ad d 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 part icular expenses.

Mr. Alexander. There will be no percentage charge, as such, fo r 
services such as our banks would get here?

Mr. Gordon. No, sir. In  connection with the individual  project 
loans from the Bank to the recipient country they may well include 
in the interes t rate, which is set on th at loan, something to cover pa rt 
of their costs. In that case, o f course, the fund  will be made whole 
out of the repayments in due course.

INTEREST RATE TO BE DETERMINED FOR EACH LOAN

Mr. Alexander. Wh at 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. Gordon. 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. Alexander. Will the Inter-American Bank charge the bor
rower in the individual countries the prevail ing rate  in tha t country ?'

Mr. Gordon. 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 tha t the small farmer , if he gets access to  
credi t a t all, often has to  pay inordinately high interest rates.

Mr. Alexander. Could it be there will be loans made where no i n
terest  w’ill be charged ?

Mr. Gordon. That is perfectly conceivable under  the terms; yesT sir.
Mr. Alexander. Would you estimate as best you can what the first 

year operation charge will be for the hand ling of these funds?
Mr. Gordon. Administrative  costs?
Mr. Alexander. Yes.
Mr. Gordon. I have no estimate of that . If  you want me to de

velop one I will do so.
Mr. Alexander. Will you put  it in the record, i f possible, so we will 

have some idea of what th at cost may b$ ?
Mr. Gordon. We will have to discuss tha t with the bank, of course.
Mr. P assman. In the event Congress, in its wisdom, should con

sider this as a moral commitment, but felt tha t by following estab-
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lislied procedures and provid ing 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 approp ria
tion which would meet the needs—because it is yet to be determined, 
even though you have a ceiling of $394 million, a lthough you actually 
do not know whether it  would require more or less tha n th at amount, 
and as i t 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 pa rt of the Congress; do you th ink it makes any sense ?

Mr. Gordon. The amounts we believe can be committed in specific 
projects during the first 2 years are the full amounts requested here.

Mr. P assman. I do not know, then, how you will get over the barr i
cade of Dr. Morgan's positive assurance th at such is not the  case, that 
the various projects would be fully  justified to the Congress.

CH IL EA N 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 print ers were Communist.

Mr. Berle. May this be off the record ?
Mr. P assman. Wha t was the question?
Mr. Conte. Wi th regard to the Chilean newspapers, it was my 

impression tha t the newspapers themselves were conservative in na
ture  but the prin ters  were Communist.

Mr. P assman. If  the Ambassador desires his comment to be off the 
record it is certainly all right.

Mr. B erle. Of f the record.
(Discussion held off the  record.)

POSSIBLE INFL AT IO NA RY  EF FECT  OF PROGRAM

Mr. Andrews. Mr. Berle, I have a good friend from Alabama who 
is now a banker, a graduate of the School of Business Adminis tration  
at Harvard . He is somewhat of a world traveler.  Las t 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 th is statement and I would like you to comment on i t :
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  i t took in. The value of thei r 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 tha t inflation.

Mr. Berle. Your correspondent is right w ith respect to some coun
tries.

Mr. Andrews. He mentioned Brazil, Argentina, Chile.
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Mr. B erle. One of the reasons fo r wishing to have this legislation 
is th at it does prov ide th e possibility of assisting these countries tha t 
the currency situation be reduced to order, and tha t 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 Brazi lian plan 
which, without stimulus from th is fund, the new President is put ting  
into effect; and, of course, there is the thi rd, 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 pu t into effect before 
where the real problem is to ease the auste rity burden  a littl e as the 
plans  themselves go into effect.

Mr. Andrews. Do you think tha t spending this  sizable sum of 
money in these countries will add to that inflationary situation  ?

Mr. Berle. The sum is not large enough, Mr. Congressman, to in
flate the currency as such. It  takes more tha n $500 million to inflate 
the currency in Latin America.

What it does do is to make it possible to give incentives toward 
put ting your own house in order.

In  refe rring  to national economic plans, and tha t was one of the 
considerations the Bogota group had in  mind-----

Mr. Andrews. One of those had to do with  the land reform pro
gram and the  other was the tax problem.

Mr. B erle. Tha t is right.
Mr. Andrews. The countries which par ticip ated  in the  Bogota Con

ference did make certain commitments to take action with reference 
to land and taxes ?

Mr. Gordon. Yes.
Mr. Andrews. Do you plan to make any loans in countries which 

have taken no action in connection with  tax reformation or land 
programs ?

Mr. Gordon. Air. Congressman, loans re lated to these things, tha t 
is, loans for land use, would be made only where the right kind of 
action in the land field had been taken. We would n ot say tha t a loan 
in the educational field would be contingent upon reform in the land 
structu re, bu t in each case the loan is supposed to be made on the basis 
of self-help for the projec t concerned and insti tutional improvement 
related  to th at par ticu lar field of action.

Mr. Andrews. Let us take a country which has no income tax. I 
understand several have no income tax.

Air. Berle. As a matter  of fact, they all do. I  thin k withou t ex
ception there are those which do not admin ister the ir income taxes 
very well nor collect them very much. The problem is much more 
one of actually assuring that thei r tax systems are enforced. Of 
course, in many cases the rates should be shifted.

Las t night,  in response to a question from the chairman, I believe, 
we looked up the li st and it developed tha t there is on the  books some
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sort of income tax provision, however elementary, in all of the 20 Lat in American countries.
This does not mean that  it works well in all cases.
Mr. Gordon. If  I may add a word on the inflation situation generally.
Mr. Andrews. Surely.
Mr. Gordon. This is a problem I have studied with some care. In two of the three countries mentioned by your friend, tha t is to say, in Argentina  and Chile, there  have been strenuous efforts made in the la st couple of years fo r monetary s tabilization,  and they have had considerable success.
Wi th respect to the exchange rate  in Argentina  it has been stable at the rate of about 83 pesos to the dollar since 1959.
Tha t compares with the previous experience from 1957 to 1959 when the currency depreciated from 37 to 83. I t 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 ra te of inflation of 100 percent a year they got it  down to 10 percent in a year, which is some very considerable improvement.
Wi th 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 years 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.
Fo r 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 grea tly 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 situat ion actully got worse in the last year or two ra ther than better, and it got worse because of the very things tha t your fr iend pointed out.
Mr. Quadros, the new President  of Brazil, who took office on the 31st of Jan uar y this year, regards this as problem No. 1.
As he said in his own message to his Congress a few days ago, he inheri ted a country which was close to bankruptcy and he proposes to put his house in order.
He was Governor a few years ago in the State  of Sao Paulo, the richest state in the country. He inherited a similar  fiscal 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 payrol l were off the state payroll, and in fact the house was put in order.
All of us hope he will do the same for the nation as he d id for the state.
Mr. P assman. More presidents of tha t type are needed in Lat in America.
Mr. Gordon. Indeed  we are fortunate we have, or they are fortunate they  have-----
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Mr. Andrews. My friend, when testi fying before the committee 
said, “The peso, thought of as an Uruguayan dollar, is now 8 and 
a fract ion cents.”

He said he tipped a waiter  50 pesos in Argent ina. 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 furth er question of the  ICA people.
Off the record.
(Discussion held off the record.)

ICA HOME DEMONSTRATION PROJECT

Mr. Andrews. In  his testimony he sta ted :
In this connection, and as one real example, I recall visiting the town of 

Iquitos, 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 rathe r advanced years.

She told me was an ex-schoolteaclier and an employee of our point 4 program. 
This woman had a t 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 practical ly no education. Their expressions 
were incomprehensive as she talked in Spanish. The best I could get out of i t 
was tha t she was describing 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.
It  seems to me ICA could initiate better projects than tha t.
Mr. Berle. I am very sure you could. I can only connect it with  

something which occasionally goes on on the  other side, and this was 
not a project.

While I was Ambassador in Brazil a number of Brazil ian women, 
with the help of Mrs. Berle, formed what would be the equivalent here 
of the Hosp ital Aid Society. Children come into the clinics p rac ti
cally naked and you have to do something to tr y to give them ordinary 
•care.

Tha t 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  hospita l sheets, and so forth.

The American contribution , which we might have gotten out of ICA 
today, but at tha t time we d id not have, we got the Singe r 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 thei r really  poor 
patients.

I am merely tryi ng to say tha t unquestionably there are cases of 
the kind you mentioned, bu t 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.
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Mr. Passman. You are speaking of free enterpr ise accomplish
ments, not IC A ?

Mr. Berle. I do not thin k tha t would have been done except for 
the fa ct th e Un ited States  did give some help on th is pa rticula r thing. 
I  contribu ted some overhead by allowing the use of the Government 
instal lations wherever there were any. I do not know’ if I had con
gressional approval.

I have no apologies. We wTere able to get a lit tle money to go fo r 
the organizat ion. It  did require a certain amount of help.

The private enterprise  feature would be the equivalent of the self- 
hel p which is intended in this bill.

That from a small unit  grew to something like the Red Cross in 
Brazil.

Mr. Andrews. 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 W ashington in an effort to see the head of ICA  to  complain about 
conditions tha t existed in Peru. He spent a week here in Wash ing
ton and never was able to see the Di rector and make his compla int, so 
he went back in disgust and resigned. His testimony is in the record. 
I w’ish you ICA people would read it.

POORLY PL ANNED PRO JECTS

Mr. P assman. Certainly this would not apply to any one indi
vidual. I  am not saying this in the vein of ugly criticism, but I 
thin k Mr. Tabe r has come nearer put ting his finger on the situation 
than any member of the committee tha t it is the most w asteful and 
mismanaged program ever conceived by the mind of man.

If  you read the hearings of this subcommittee, which I  doubt tha t 
many of you do—some say they do not even read our reports—you will 
learn there have been literally thousands of ill-conceived projects tha t 
had to be abandoned altogether.

Do you not think it would be be tter if we would go into a country 
and have 100 good projects, carefully worked out, than to undertake 
600 projects haphaza rdly ?

In  one country there were 1,200 projects  underway, and they aban
doned more than  400 of them.

Mr. MacP iiatl. We are 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 t rain ing and many of whom lack education. I t is an extremely 
difficult job to get projects carr ied out  by people who lack the training , 
lack the education, lack the minister ial skills.

Tha t is th e problem in pa rt of work ing overseas. As I  said yester
day to Mr. Taber, we have made some failures , but we have had a 
grea t 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 projec t 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.

Air. Passman. Thank you. Tha t is, and I  say this respectfully, a 
typical ICA answer.

The committee will now stand adjourned.

F riday, March 24,1961.
Mr. Passman. While wait ing for Mr. Conte to resume his exami

nation , we shall direct a few questions to the representative of the 
ICA.

UNOBLIGATED FUND S IN  U. S.  TEC HNI CAL  ASSISTAN CE PROGRAM

Wh at amount did you request for the U.S. technical aid program 
for  fiscal 1960 ?

Mr. AIacPhail. 1960 ?
Air. P assman. Yes; worldwide.
Mr. Mossler. $211 million in fiscal 1960.
Mr. P assman. Wha t amount did you get ?
Mr. Mossler. $181,200,000.
Mr. Passman. Wh at amount did you obligate out of the tota l 

available?
Air. Mossler. All but $5,400,000.
Mr. Passman. Had  the committee recommended and the Congress 

appropr iated 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.
Air. P assman. Under the same conditions, with the same program, 

if we had appropriated  the  to tal request, instead of having  $5 million 
unobligated, you would have had a larger amount ?

Air. Mossler. It  is almost impossible to say.
Mr. Passman. Then don’t try  to say it. How about for fiscal 1961?
Air. AIossler. Total request, including bilateral and  multilateral-----
Air. Passman. The U.S. technical aid program, jus t the one.
Air. AIossler. I t includes the UNTA program.
Air. P assman. We want the U.S. technical aid request.
Air. AIossler. Both of them are. The figure I have here combines the two.
Air. Passman. Please separate them.
Air. AIacPhail. $172 million was requested for  the bilateral tech

nical assistance.
Mr. P assman. How much did we allow ?
Mr. AIacP hail. $150 million.
Air. P assman. What amount have vou obligated ?
Mr. AIossler. We have not yet read ied the end of the year.
Mr. Passman. What amount do you contemplate having  unobli

gated at the end of fiscal 1961 ?
Mr. AIossler. As the resul t of a loss o f a deobligation—reobliga

tion authority  we probably will have something slight ly in excess 
of what we had last year. This  is our best guess.
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Mr. P assman. H ow much is it ?
Mr. Mossler. My guess is that we will have about $7% million this 

year.
Mr. P assman. Do you have anything sounder than  your guess? 

Have you an estimate made by the Depar tment ?
Mr. Mossler. This was our estimate, $7 ^ million.
Mr. P assman. Did you have an estimate of $20 million a few 

weeks ago ?
Mr. Mossler. Not from the technical cooperation program.
Mr. Passman. Had  the Congress appropr iated  the total  amount 

you requested under the same program, you would have had a l arger 
amount unobligated.

Mr. Mossler. Not necessarily. When we are doing business in 60 
countries, and as a result  of the loss of the righ t to reobligate-----

Mr. Passman. Did you not have the right to reobligate in 1960?
Mr. Mossler. Not in  1961. Even without tha t right we are bound 

to have some amount unobligated when opera ting in some 60 coun
tries.

Mr. P assman. You will have approx imately the same amount un
obligated. How much did you request, what amount was appro
priated, and how much did you have unobligated for  fiscal 1959 ?

Mr. Mossler. We requested $171.5 million.
Mr. P assman. What did you receive ?
Mr. Mossler. You gave us that amount.
Mr. P assman. Wha t amount did you have unobligated ?
Mr. Mossler. We had unobl igated $7.7 million.
Mr. Passman. Are you ready to forgive us for not appro priat ing 

all the money you wanted ?
Mr. Mossler. You will recall dur ing tha t year—this was the y ear 

we had  the special oversea tra ining program and we deliberately set 
aside that  amount which was not needed for this purpose.

Mr. P assman. I s t ha t not the year Secretary  Dillon stated before 
this  subcommittee, and we have the testimony here if  you want to read 
it, tha t they requested an amount in excess of what they could p ru
dently obliga te ? Did you read that  ?

Mr. Mossler. I  kept up with the  hearings  and we did admit tha t 
year since we could not use it  for the purpose for  which we said we 
wanted it, we did not feel it  was a good idea to use it  f or something 
else.

Mr. P assman. Anyway, almost without exception, even aft er 
making  reductions in this  appropr iation, you wind up with  unobli
gated funds.

Mr. Mossler. We have wound up with some unobligated funds in 
the las t few years.

Mr. Passman. Which means the larger the program the more un
controllable i t is.

Mr. Mossler. No. The “Defense supp ort” appropriation , for 
example-----

Mr. P assman. We are talk ing about U.S. technical assistance.
Mr. Mossler. I  want to  show tha t 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. MacP iiail . A grea t 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 Afr ican  country,  fo r 
example, and attem pt to obligate them at the last  minute  unless we 
had firm projects and proposals in which to obligate them.

Mr. P assman. You are prohibited  by law from doing tha t, 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 
appropr iaito n you sta rt deobliga ting—you have had the  rig ht  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 
can wisely obligate.

INADEQUACY OF INCOME TAX LAWS IN  LAT IN AMERICA

Dr. Gordon, did you ever bring  us a list of the La tin American coun
tries tha t have no income tax laws ?

Mr. Gordon. You asked us to file some information for the record. 
We discovered there are no Latin  American countries th at 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. P assman. Does Costa Rica have an income tax law ?
Mr. J ohnston. Yes, sir.
Mr. Passman. I say respect fully tha t you were un der the impres

sion a few days ago some L atin  American countries did not have in
come taxes. Is th at correct?

Mr. Gordon. I t was. I expressed an absence of knowledge on this 
subject.

Mr. Passman. You understood tha t was one of  the most im portant 
things to know, whether or not these countries had adequate tax laws, 
to provide a reasonable portion  of the ir own revenue, before request
ing the  American taxpayer to provide these f unds ?

Mr. Gordon. In  general I  believe tha t the tax systems of the Latin 
American countries are inadequate. Whether they have an income 
tax law or not is only pa rt of the question.

Mr. P assman. That is where we get a large share of our money, is it 
not?

Mr. Gordon. Certainly, the  largest share.
Mr. P assman. Where is the detailed inform ation ?
Mr. J ohnston. We submitted for the record-----
Mr. Gordon. You asked us to submit it for the record and we did  

that .
Mr. P assman. There is certain information we asked you to give the 

committee. We shall decide when and wdiere it is to be inserted.
You have copies of what you w ill pu t in the record on the tax struc

ture?
Mr. J ohnston. No, sir.
Mr. Passman. Do you know7 whether or not you established the top  

brackets on income taxes in the information you pu t in the record?
Mr. J ohnston. No, sir. We will give you that information.
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Mr. P assman. We go up to 91 percent of the income. Let us know 
the top bracke t fo r each country in  La tin  America which may have an 
income tax law.

And, too, give us the same information  on the estate, or inheritance, 
tax.

(The inform ation 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 column 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 III . 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 hal f of the countries have a general tax  rate  that is applied to in
dividual income derived from all sources. The maximum tax  rate s for these 
countrie s is found in column V.

Inher itance taxes of some sort are levied in all of the countries. The rates  
charged depend on the closeness of the relationship of the inher itor 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 dist ant rela
tives or nonrelated  persons. The maximum rate s for the closest relatives are 
given in column VI and the maximum rate s for the most dis tant relatives or 
nonrelated persons are given in column VII.

It  should be pointed out tha t the attached table does not provide any clear  in
dication of the tax  burden on individuals. The table does not indicate  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 informat ion on the relat ive effectiveness of tax  collection or enforce
ment. Valid conclusions of the incidence of taxat ion can only be made if these 
other factors are  taken into account.

r.’i.’I
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Maximum  rates on indiv idual income and inheritance taxes for Latin  American 
countries
[In  pe rce nt ]

C ou ntry

In di vid ual  in come  taxes In he rit an ce  taxes

Tax  on 
wages  

an d 
sal ari es

Ta x on  
oth er  

inc ome
Typ e

Ov era ll
comp le
m en ta ry

tax

General
inc om e

tax

Pai d b y 
closest 

re lat ive s

Paid  b y  
mos t 

di st an t 
re la tiv es  
or  no n- 
re la ted 
pe rso ns

I II I I I IV V V I V II

Arg en tin a__________ 45 20 50
Bol iv ia _____________ 21 25 L iq u id  ca p it al 36 10 33
Brazi l______________ 1 28 D iv id e n d s ___ _ 50 25 1 64
C h il e .. _____________ 4. 5 15 Pro fe ss io ns  2 30 14 40
Colom bia________ _ 8 48 9. 6 31
Co sta  Rica_________ 30 9 18
Ecu ad or  4_________ 20 22 C ap ital __________ 7.8 8 52
E l Sa lvad or ________ 6 44 20 50
Gua te m al a_________ (’) 43 C ap it al __________ 12 25
H a it i______ ____ ___ 40 1 16
H ond ur as __________ 30 1 10
M ex ico____________ 50 37 64
N ic ar ag ua __________ 30 7 8 15
Pan am a 8____ ______ 35 32.25 io 33.75
Pa ra gua y 11________ 12 50
P e r u . .. .' ___________ 5 6 Pro fessio ns______ 30 12.5 36
U ru gua y___________ 12 17 35 62.4
Ve nezuela __________ 1 2 Pro fessio ns______ 45 13 30

1 The  in he rit an ce  ta x is  a  st at e tax.  The ra te s giv en  ar e for th e St at e of Sao Pa ulo.
2 I ncom e from professions is su bjec t t o a co mplem en ta ry  t ax  of 10 p erce nt .
8 I n  a dd it io n ther e is an  excess pr of its  ta x g radu at in g to  51 p er ce nt  of th e va lue of th e pa tr im on y.
4 I ncom e fro m capi ta l is su bj ec t to  a 7 pe rc en t surch arg e: spe cia l su rch arges on  inc ome from ca pi ta l or 

ca pi ta l a nd  p ersona l s erv ices  re ce ived  u n ti l 1962 rea ch  a  m ax im um  of 33 pe rcen t.
8 G ra nd pa re nt s a nd  grand ch ild ren p ay  a  10-percent s ur ta x an d ot he r d es ce nd an ts  pay  a 20 -percent s ur tax.  

Som e mun ic ipal iti es  le vy  a  sur ta x on  in he rit an ce s,  w ith  a  ra te  of  25 pe rc en t in  Gua ya qu il.
6 A n an nu al  t ax  of th e eq ui va le nt  of  $400 is  al so p ai d by  professio nals.
7 N ot taxa ble .
8 I nc lude s rea l e stat e on ly.
• The re  is  a  20 -percent  s urc harge which  is  f igu red  on th e regu lar t ax  p ay ab le  for all  t yp es  of inco me othe r 

th an  ear ne d income.
1(1 Since 1954 ther e ha s b ee n a di sc ou nt  of  30 perce nt  on th e am ou nt  of  th e tax .
11 Th ere i s no  gen era l inc om e t ax ; ho we ver, pr iv at e in com e d er ived  fro m b us iness is  tax ed  up  to  35 perc en t.
12 W ithh el d for old  age.
Sou rces: The  m ajor  sou rces ar e Dia m on d,  W al te r H .,  “ Fo reign T ax  and  T ra de  B riefs” , F al lon La w Book 

Co, , N ew  Y ork,  N .Y .,  and a series of c ountry s tudies  pu bl ishe d by  t he P an  Am er ican  U nion  e nt it le d “ A 
Sta te m en t of th e Laws  A ffe cting  B us ine ss. ”
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Mr. Gordon. If  I  may answer one question to Mr. Alexander.
Mr. P assman. Let me first yield to Mr. Conte, and he may yield to 

Mr. Alexander.
Mr. Conte. I will yield, Mr. Alexander.

ADMINISTRATIVE EXP ENSES OF BA NK

Mr. Gordon. You asked if I could estimate the administrative 
costs for the Bank pa rt of this program. I  said I had no figure in 
mind.

We have discussed thi s with the Bank. They do not want to file 
an official estimate, but on the basis of tha t discussion i t looks as i f 
the figure in a year  would be somewhere between $U/2 and $2 million, 
which is something under 1 percent  of the amount o f loans anticipa ted.

Mr. Alexander. Thank you.
Mr. A ndrews. Doctor, is i t 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. Gordon. I think  that would be a very substant ial overstatement 
of the si tuation, Mr. Andrews. Af ter  all, a good deal of t ax revenue 
is collected.

The efficiency varies enormously, all the way from Bolivia where 
the administrative arrangements for the tax system have been very 
primit ive 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 certain ly that, but 
it really varies all over the map.

A lot  of revenue is collected. I  doubt whether  in all  but a handful 
of cases the administrative system is adequate.

There already has been set in motion a projec t 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 Uni ted 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  administra tion 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  t ighten up their whole tax collecting 
system.

Mr. Andrews. Thank you, Mr. Conte.
Mr. Conte. Dr. Gordon, I wish to straighten this out in my own 

mind.
Of this $600 million, $394 million will be in a tru st fund  in the 

Inter-Amer ican Development Bank.
Mr. Gordon. Yes, sir.

ALLOCATION OF $ 1 0 0  MIL LION TO ICA

Mr. Conte. $100 million will be for technical assistance?
Mr. Gordon. I would not say that ; $100 million will be for the 

Act of Bogota fields assigned for administration by the ICA. They 
will include technical assistance, b ut a good deal more in the form 
of assistance for construction. This  is in education and train ing,
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instructional materials, laborato ry equipment, and o ther cap ital grants 
of  th at kind which are really much wider  than technical assistance as 
now defined.

Mr. Conte. I want to be cer tain we do no t have a mult iplic ity of 
programs. Some of it will be technical assistance, some for laborato ry 
equipm ent, classrooms, and so on, which we do now under  the  special 
assistance fund?

Mr. Gordon. There are some cases where th at has been done under 
the special assistance fund. All tha t will cease. From  now on all 
work o f th is kind will be done under th is program and this  program 
alone.

Mr. Conte. Tha t is what I want to make ce rtain of. This  is one 
of the weaknesses of the program, tha t there is th is multipl icity.

ALLOCATION OF $0 MILLION TO ORGANIZATION OF AMERICAN STATES

Then you will have $6 million for OAS ?
Mr. Gordon. Tha t is right .
Mr. Conte. I s this an ad junct  to what OAS has at  the present time ?
Mr. Gordon. Yes, Mr. Conte. If  I  may I  would like to say a li ttle 

more about tha t because we had only very brie f 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 program budget. If  this  is spent in 
something like 2 years  it is still a large part of the budget.

This proposal for greatly streng thening the role of the OAS in 
promoting economic and social progress thro ugh these field studies of 
basic problems, and through assistance in the development of national 
programs, is really an integral  pa rt of the proposed alliance for 
progress and the Bogota Conference program which underlies  that .

I t is in our mind one of the m ajor means of assuring t ha t countries 
under take maximum advance consideration and preparat ion of in
tensified self-help measures and the insti tutional improvements in 
such fields as land and tax improvement and reform, mobilization 
and use of domestic resources, so this  is really, although small in 
dolla r size compared with the program aspects of the entire effort, a 
very important part.

The chairman  raised with me the o ther day the question of whether 
these activities  of the OAS would overlap or duplica te 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 regu lar budget money for the 
OAS, or  is this it  ?

Mr. Gordon. The OAS now gets  financing from the United States  
under  two headings. I t gets our regular contribution to the ad
minis trative budget, of which we finance 66 percent, under the State 
Department appropriation  for contribut ions to internationa l 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 g etting 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. Gordon. No, sir.
Mr. Passman. We are supposed to know something about it. I 

thought you had some addit ional  information, as you were going to 
tell us the purpose of the organization and what it had done in the 
past.

Mr. Gordon. I wanted to indicate th e difference between what they 
are doing now, which you are fully  fam ilia r 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. Conte. Sixty-six  percent  is for  administra tive expense which 
we contribute, or we contribute 66 percent to administra tive expenses.

Mr. Gordon. The lat ter  is right .
Mr. Conte. Th at will be a recu rring  budgetary item in the regular 

budget ?
Mr. Gordon. Tha t is right .
Mr. Conte. Wh at else?
Mr. Gordon. The ongoing technical 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. Conte. Have you contemplated try ing  to consolidate these two 
items ?

Mr. Gordon. 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 tha t but this is the difficulty you will have. 

You will have  two budget items for rela ted subjects. If  you came in 
with one you would save yourself a lot of headaches.

Mr. Gordon. I can very well see how tha t might be and it seems to 
me on a future  occasion it might  be well to consider that.

At  this par ticu lar moment the $6 million, if appropria ted, is e ar
marked for these new purposes and we would be very unhappy if  the 
$1.3 million ha d to  come out of  that. This  is certa inly a good idea to 
consider for  fu ture years.

As to what  the present program does, the  program which costs 
roughly $1.9 million a year, to which we contribu te $1.3 mil lion and 
the other members $600,000-----

Mr. P assman. Giving us what percentage of the to tal ?
Mr. Gordon. We are 70 percent of the total.
Mr. P assman. Against 100 percent of the  present request ?
Mr. Gordon. That is right.

OAS TE CH NI CA L ASSISTANCE PROGRAM

That is almost entirely concerned with conducting technical tra in
ing at various  inter-American centers or throu gh seminars. There is 
also some research, particu larly  in a hoof and mouth disease program.

The amounts budgeted and the t rainin g center p rojects  as they exist in fiscal 1961 are as follows:
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There is a statist ical center , Chile, $152,000.
Rural education, Venezuela, $170,000.
Natural  resources, Brazi l, $75,000.
Agr icul tura l and rura l lif e center, Costa Rica, $535,000.
Hoof and mouth disease, Brazil, $521,000.
Social welfare, Argent ina, $75,000.
Appl ied social sciences, Mexico, $120,000.
Business adminis tration,  Brazil, $54,000.
In  that case it is a question of p roviding funds to b ring  some people from other countries in Latin  America to the  business school in Braz il which has been financed la rgely  with the help of poin t 4 funds and also Brazi lian funds  which I mentioned the other day.Agr icul tura l credi t, Mexico, $59,000.
Urban and regional development, Peru, $73,000.
These items are items all related  to social progress but they are essentially technical tra ining centers, to try  to develop some qualified Lat in 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 info rmation and some technical tra inin g of people on a continuing basis.
There  is also a fellowship program financed by the Departmen t of Technical Cooperation of the Pan American Union. This is out of the administrative budget which is financed through the State Departmen t appropriation  and not through the technical cooperation program I  already described.
That administra tive budget  also finances the permanent staff of the Departmen t of Economic and Social Affairs  of the Pan American Union.
That Department will organize the studies, meetings, exper t assistance missions fo r the development of national plans and for the submission of these annual  progress reports and reviews of progress proposed for the Inter-Amer ican Economic and Social Council under the Act of Bogota.
As I  said yes terday, this $6 mission appropriation we are requesting now will not finance an expansion of that  staff.
Insofar as any expansion of tha t staff is concerned th at would be done on the same 66-34 basis th at the present adminis trative budget is organized.

PROPOSED OAS PROGRAM

As to the new program, the field investigations and multi lateral studies, we will tre at them in a comprehensive manner. This refers to land resettlement problems, organization of credit facilities for housing for low-income families, impediments to and incentives for priva te en terprise, tax systems and tax admin istrat ion, nationa l p lanning 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  ass istance by this mult ilateral organizat ion in planning  nat ional programs and in preparing country submissions fo r 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 experience and self-help measures from the stronger 
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countries to the weaker countries, countries such as—perhaps I had 
better not name names—hut  they have made a tremendous amount of 
headway. We want to make a strong  example of the  be tter ones and 
we hope to borrow personnel from the bette r ones to work with the 
weaker ones.

Mr. Conte. I t 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 
Bogota, which p art  of the $100 million will be for  technical assistance.

Mr. Gordon. In  these fields such as housing, and so on-----
Mr. Conte. That is right.
Mr. Gordon. Well, Mr. Conte-----
Mr. Conte. You mentioned land reclamation.
Mr. Gordon. Agriculture.
Mr. Conte. Tha t is right .
Mr. Gordon. There are these inter-American tra ining centers which 

have been organized by the OAS over a period of years. Most of 
these have been established for  a considerable length  o f time. These 
are training personnel in the same kinds of fields tha t some of the 
bilateral technical assistance activ ities are working. This  is perfectly 
tr ue.

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 duplica tion in the sense tha t these tra inin g centers 
are OAS centers, and they are not  themselves ICA projects.

If  there  is duplicat ion it is only in the sense—I would n ot call it 
duplication—tha t the trained manpower tha t 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. Gordon. We have No rth Americans partic ipating  in the teach
ing faculty.  I think the tra inees are all Lat in Americans.

Mr. MacP iiail. That is right.
Mr. Conte. With  regard to the $100 million, we spoke of the veto 

power that  the Un ited States would have in some of these funds.
Mr. Gordon. Tha t is right.
Mr. Conte. In  one 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. Gordon. You are referring now to the present operation .
Mr. Conte. Yes. In  the tru st fund of $394 million  I  want to know 

what vote we will have and what vote is required to make a loan.
Mr. Gordon. If  I  may resummarize the position it is th is : In the 

present operations of the Bank there is the reg ular lending thing, hard  
loans, for  which nominal capi tal is $850 million, but since a sizable 
pa rt of that is in soft currencies, the dollar par t, as Mr. Dillon ex
plained,  is actually about $450 million.

Fo r loans under tha t regu lar lending  operation a major ity vote in 
this weighted voting system of the Board of Executive Directors 
suffices.

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 pa rt of the existing operation.
On this, since we always have a vote of 40 percent, we have a vote. 

VETO F0W E R  OF  U N IT E D  ST AT ES  ON  LO AN A PPLIC A TIO N S

Then there is the thi rd operation  of the Bank  which is what is now proposed under  the  t rus t agreement for the $394 million, and on thi s 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 tha t fund.
Mr. Passman. That is not true  with the $100 million and the $6 million.
Mr. Gordon. The $100 million, Mr. Chairman, is entire ly bilate ral, so obviously the United States controls  th at  100 percent.
Mr. P assman. Let me try again. The directors have no supervision whatsoever over the $100 million and the $6 million. That is adm inistered under the present 1CA, or the present OAS organiza tion in Lat in America  ?
Mr. Gordon. That is right.
Mr. Passman. There is no veto at all as it applies to the Board.  They have nothing to do wi th the allocation as such, and they would have no veto power over the expenditure. Is that correct?
Mr. Gordon. The Bank Board is not involved in the $100 million or the $6 million at all.

S E L F -I IE L P  PR IO R TO F IN A N C IA L  ASS IS TANCE

Mr. Conte. I want  to be absolutely sure, Dr. Gordon, tha t these countries which have part icipated  in the Bogota Conference unde rstand  th at before these funds will become available to them from this  Bank or from ICA projects  tha t they have properly demonstra ted that they will take measures of self-help to  correct the s ituations they experience at the present time.
Will there be anything  in writing? Will  this  be just  a verbal promise?
Mr. Gordon. With respect to the Bank loans, the tru st 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 c rite ria for the administration of the fund is shown.
Se ct ion 2.02, in  co ns id er in g applica tions fo r lo an s an d fo r te ch ni ca l as si st an ce , th e  A dm in is tr a to r sh al l h e g ui de d by  th e  fo llo wing c ri te ri a .
A. C on sider at io n sh all  co nt in uo us ly  b e give n to th e  in s ti tu ti ona l im pr ov em en ts  w hi ch  a co un tr y is in it ia ti n g  or  ex pa nd in g co nsi st en t w ith  a rt ic le  I, se ct ion 1.03 of  th is  ag re em en t. According ly , ass is ta nce s hall  be  m ad e av ail ab le  to th ose  pro je cts  or pr ogra m s w hi ch  a re  re la te d  to  ef fect ive se lf -h el p m ea su re s in  co un tr ie s w hi ch  dem onst ra te  th e ir  de te rm in ati on  to  ac hi ev e th e  pu rp os es  th ere  se t fo rt h , and  a w ill in gn es s to em ploy  th e ir  ow n re so ur ce s eff ici en tly  to  th e en d of  m ee ting  social  ne ed s and st re ng th en in g  econom ic de ve lopm en t. Sp ec ia l co ns id era ti on  sh al l be  g iven  to  pr op os al s whi ch  a re  p a rt  o f a so un dl y co nc eiv ed  nati onal de ve lopm en t pr og ra m , ta k in g  in to  ac co unt th e re vi ew  and  an aly si s of  so ci al  and  econom ic pr og re ss  an d pr ob lems in  ea ch  co un try undert aken  a t th e annual co nsu lt iv e m ee tin gs  o f th e  I n te r- A m er ic an  E co no mi c a nd  So cia l C ounc il.
The last  sentence I  read indicates  the way in which we expect th e work I  was describing before to mesh in with the loans.
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Then there is (B) :
B ef or e act in g  fa vo ra bl y oil a lo an  re qu es t, th e  A dm in is tr a to r sh al l be  sa ti s

fied  th a t m ea su re s ne ce ss ar y an d app ro p ri a te  fo r th e succ es s of th e part ic u la r 
pr oj ec t or  p ro gr am  h av e been o r w ill  b e u ndert aken .

Mr. Rhodes asked about a Budge t Bureau  circu lar 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 tha t effective management will be available. This is 
B on page C—1. This assures the rig ht kind of soil survey work, if 
necessary, to see tha t the new land being opened up is land worth open
ing up, and the like.

Fina lly, in (C) , it  states:
Loa n re ques ts  sh al l be g ra n te d  on ly fo r p ro je ct s or  pro gr am s in which  th e 

appli ca nt bears  an  appro pri a te  sh are  of  th e  to ta l co sts . Loa ns  may  be  gra n te d  
to  co ve r th e  to ta l co st  of  a spe cif ic pro je ct , pr ov id ed  su ch  pro je ct  is an  in te gra l 
p a r t of  a n ex pan di ng p ro gr am  in  th e  s am e fie ld fin an ce d to an  appro pri a te  e xte nt 
by  th e  ap plica nt . Th e A dm in is tr a to r sh al l al so  be  sa tisf ied th a t th e  bo rrow er  
or ano th er appro pri a te  en ti ty  is  pre pare d  to  as su m e th e  co st s of  th e  co nt in ue d 
su pport  of  th e  pro je ct  or pr og ra m , in cl ud in g th e co st s of  m ai nte nan ce  a nd  oper a
tion  of  an y st ru c tu re , in st a ll a ti on , an d eq ui pm en t co nn ec ted th er ew it h .

This language also is written with the particular point in mind tha t 
Mr. Rhodes asked about the other day,  were we going to get into things 
where there  would lie coni inning 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 gettin g itself in
volved in any such situation.

With respect to the $394 million, therefore , I think we have given 
the basis for as c lear 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
phasizes th is aspect of the program very, very strongly. There will 
be 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 I 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 the ministerial level, 
which presumably will be organized some time within the next 2 or 3 
months, the date has not vet l>een set, but the one called for in the 
Pres iden t’s speech a week ago Monday, there again this aspect of the 
program will lx* the central burden of the U.S. point of view that will 
be expressed, and the machinery which is worked out there will be 
for the purpose of put ting  teeth into that and making it more than 
a mere pious declaration.

Mr. Conte. Was there anything in the minutes of the meeting— 
did you have minutes?

Mr. Gordon. I was not present, Mr. Conte.
Mr. Mann. There were no minutes.
Mr. Conte. I wondered whether the countries who participated  in 

Bogota 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. Mann. Actually the negotiations revolved around the text  of 
the Act of Bogota itself. We took down a dra ft. 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 th is size.

Every  country there made suggestions for changes, and pa ragraphs  
dealing with measures of the kind you are talk ing about were dis
cussed and fully  understood and everybody s igned the agreement.

Mr. Conte. There was no stenographer there  ?
Mr. Mann. No, sir.
Mr. Gordon. 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 i t 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 r ath er considerable specification of the 
sorts of measures which are intended.

Mr. Conte. They all signed thi s piece of paper?
Mr. Mann. Yes, sir.
Mr. Gordon. Except Cuba.
Mr. Mann. All those th at were there at the end signed it.
Mr. Conte. I s Guevara the real threat  in the Lat in American and 

Caribbean country rather  than  Castro himself? Is Castro the front 
man and Guevara th e rea l culprit who threatens the  freedom of Latin  
America ?

Mr. Mann. I wouldn’t want to say tha t 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. Conte. Has he not also extended his influence to Argentina?
Mr. Mann. Not that I know of. There is a Communist Party  in 

Argentina but I do not know that lie is part icularly  influential in 
Argen tina. He has been away many, many years.

Mr. Conte. I have no f urt her questions.

PROPOSAL FOR AID PROGRAM TO AFRICA

Mr. P assman. 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:

B u t th e  ch ie f U.S . de le gat e cl as he d im m ed ia te ly  w ith  J a ja  W ac hu ku , N ig er ia n 
econom ic m in is te r,  who  de m an de d co nc re te  pr op os al s “t h a t a re  no t in te nd ed  to 
ho od wink an yb od y,  th a t a re  no t in te nd ed  to  m es mer ize us. ”

W ac huk u sa id  he  w as  d is ap poin te d be ca us e St ev en so n fa il ed  to  sa y ju s t how 
m an y do ll ars  th e  U ni te d S ta te s is  w il ling  to  p u t up.

If  we start  this program off without firm justifications, I wonder if  
these African  nations  might not come in, too, and insist on ge tting  a 
similar  program.

Did you read this?
Mr. Gordon. I read the piece in the Sta r last night . Essentially 

the same dispatch.
Mr. Passman. These things travel. They are likely going to  want 

a simila r program.
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Mr. Conte. Doctor, if  this committee in its wisdom saw fit to grant 
you the money for the Inter -American Bank, could not the other 
$100 million come under  the presen t technical or special assistance 
program ?

Mr. Gordon. Special assistance funds, if there are enough appro
priated. As I understand the term  “special assistance”, i t can cover 
almost any type of actual activity.

Such funds have not been appropr iated and do not exist at the 
present time in fiscal year 1961.

Technical assistance as present ly defined would certain ly not be 
adequate to cover the kind of things which are envisaged in the ICA 
pa rt of this program.

Mr. Conte. You do not thin k the language is broad enough to cover 
this  ?

Mr. Gordon. Definitely not.

LACK OF FIRM PROGRAM AND DETAILED JUSTIFICATIONS

Mr. Montoya. Dr. Gordon, the thin g t ha t d isturbs me most in this 
presentation is tha t it appears to  me that the Congress last year was 
led to believe that the requests to be submitted under  the authoriza- 
ion, or purs uan t thereto, would be justified completely before the 
Appropr iations Committee and in turn justified to the Congress be
fore action on any recommended appropriation.

Fi rs t of all, I  would like  to quote from the Congressional Record 
of August 31, 1960, wherein Dr. Morgan, the Chairman of th e House 
Fore ign Affairs  Committee, stated as follows:

Any reques ts subm itted  to the  next Congress would be based on a carefu lly 
worked out  program, and  would only be for  such amounts  as  may  be fully  
justi fied.

Now we have listened to your testimony, and the only justification 
I  see is that  there is a dire need in Lat in America for this type of 
program, but this general statement, in my opinion, does not bring 
the antic ipated  assurances tha t Dr. Morgan gave the Congress into 
reality.

What do you have to say on that  subject ?
Mr. Gordon. Air. Congressman, I commented on this problem I 

think on Tuesday morning. I can only repeat in substance what I 
said at th at time.

We have in the period since the  author ization  developed the pro
gram as far  as we believe tha t the realities of the situation permit it 
to be developed at this stage.

Air. AIontoya. Alay I inter ject at this point, I am fully  aware of 
the s tatements tha t have been made along those lines, th at you weeded 
out certain projects  and you came down to, I believe, $700 million.

Mr. Gordon. $800 million roughly.
Air. AIontoya. In  what  you thou ght  were worthy, or workable 

projects?
Air. Gordon. Yes.
Mr. AIontoya. But  this  committee has not received any details of 

the projects  tha t remained and are the subject of this  appropria tion. 
Th at is my contention right now, there has been no justification  up to 
now.
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Here is the problem we face—when we go to the floor to just ify 
any appropr iation recommended by this  committee, we are going to 
have to rely on the very assurances made last year in the authoriza
tion bill debate.

What answer could we possibly give the Members on the floor 
in view of the scant just ifyin g evidence which you have presented 
before this committee ?

Mr. Gordon. Mr. Congressman, i t is entirely true that the projects 
which are the basis of our requests here have not been developed in 
the detai l that  I thin k was probably implied by the language that 
you read from  the record last year.

Mr. Montoya. There  was no implication, because I  will read you 
another fur the r assurance which elaborates on the first general as
surance.

Dr. Morgan. Both the authoriz ing committees and the appropria tions com
mittees will have a look at  the program next year, and as I jus t said, every 
projec t must be justified.

Mr. Gordon. I t is clear, Mr. Congressman, tha t has not been done 
in the presentation before you in those terms.

Wh at has been done is to show you the administrative machinery 
intended, the criteria  th at  will be applied moving from programs to 
specific projects, the kind of  res train ts and limitations tha t will apply 
to tha t administrative  machinery, and to show you also a series of 
serious proposals  which we believe are worth p rompt attention,  which 
meet the purposes which are specified in the “Act of Bogota” which 
are clearly in these fields, many of which we believe, if the funds are 
appropr iated, will be carried  to fruition.

As I said the other day, we have this vicious circle problem that 
since many of these projects  involve intense negotiation with the re
cipient countries of adequate self-help measures, not only with re
spect to the par ticu lar project , but with respect to the related insti
tutional improvements or reforms, we have been persuaded afte r 
examining the situat ion carefu lly tha t the Bank, which we think is 
the best instrument  to  do the  negotiat ing in most of these fields, can
not effectively do it unless it  knows funds are  a vailable ; t ha t the ICA 
likewise in  its field cannot do it effectively without assurance of the 
funds because we cannot move to the stage of individual contract 
agreement without funds in hand.

Mr. P assman. Will you yield ?
I  want, in response to what  you have just said, to say tha t this 

program,  overall, is 15 years old. This is a depar ture from the  normal 
procedure in just ifying funds, and I certainly hope tha t in  the futu re 
you will have to jus tify  these items by projects.

You just  said you could not do it until  you got the money, but in 
the past  you have presented justifications for the projects.

Mr. Gordon. Mr. Chairman, first, this is a new program.
Secondly, there have been programs in the past—I  refer  to the 

initi ation of the Development Loan Fun d when it was new, the 
Expor t-Im port Bank to which Mr. Berle refer red the other day, and  
to some extent, at least, although I obviously bow to Mr. Tabe r’s 
superior knowledge of this one because he was the chairman of the 
committee at tha t time, but my recollection, to some extent the 
Marshall plan  itself.
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Mr. Passman. The Export- Imp ort Bank is not the ICA program.
So far  as the Development Loan Fund is concerned—and tha t is 

controlled here in Washington—the understanding has been tha t 
the projects would be firmed up.

But in this case, you have asked for a blank check to go into another 
country, and out of the control of Washington. If  this is a new 
approach, and in the future IC A is going to ask for an appropria tion 
before attem pting to firm up what the money will be spent for in 
the technical aid field, it will mean we will have a much harder  job 
ahead of us.

We have agreed th at th is is a departure from established procedure. 
If  you are saying ICA must have $100 million before it can even 
attempt to enter into contracts, or agreements, it simply means tha t 
you expect to set a new pa ttern which we may be expected to follow in the future .

I think the record is clear tha t this is a departure from the past, 
but I just wanted the record at this  point, again, to indicate the difference.

Mr. Montoya. Here is the thing tha t disturbs me also: I do not 
believe tha t it was contemplated last year when this  author ization  
was before the Congress that  any of the funds to be appropriated  under the authorization would be administered  through a tr us t agreement with the Inter-American Bank.

Mr. Gordon. Mr. Congressman, if I may respectfully differ, Mr. 
Dillon’s testimony in sup port of the author ization  stated quite clearly that the bulk of the funds, he thought—80 to 85 percent—and 80 
percent is almost exactly the percentage now before you—would be 
adminis tered by the Inter-American Bank. He did not mention the term “trus t agreement,” which is a question of the method, but he did speak of the administration by the Bank.

LACK OF IDENTIFICAT ION WITH UNITED  STATES IN  ADMINISTRATION OF 
PROGRAM

Mr. Montoya. Now, I believe one of the unsta ted objectives of p ro
viding these funds to Lat in America is to promote good will and bette r economic relations between countries in Lat in America and the United S tates; is that  not correct ?

Mr. Gordon. Tha t is certainly so, sir.
Mr. Montoya. Now, I  think the funds are losing thei r ident ity of 

origin when they are mingled into the funds of an internationa l bank where the policy is to be decided mostly by members on the directora te of tha t bank from other countries.
How can we carve out any benefits for  ourselves i f those funds lose the ir identity ?
Mr. Gordon. There is clearly some loss of U.S. identification when 

one chooses to go the route of regional agencies for administra tion. There are some gains, too.
As I  indicated the other day, we feel those are partic ular ly importan t w ith respect to  work ing out these measures of social refo rm and insti tutional improvement.
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Tha t is, of course, not a purely Latin  American bank, it is an inter- American bank, litera lly an inter-American bank. It  is a hemispherewide institut ion, except, of course, tha t Canada is not a member, and most of us wish it were. Maybe someday it will be.But  it is our feeling—and Mr. Mann may want to comment on this  tha t the streng thening of these inter-American institutions  which are working in the direction of free societies will in fact improve our relationships, both in terms of a feeling of good will and, perhaps even more important than  the feeling of good will, the prac tical  relationships among these people—economic, political, and others—more effectively than  would be the case with a pure ly bilatera l program.
Mr. Montoya. Here is anoth er thin g I want to bring out along those lines.
While the 40-percent voting power, or 41-percent voting power, tha t the  United States  reta ins on the Inter-Amer ican Bank may look very beautiful in theory and on paper, whenever a projec t is before the Bank  Directorate, I can just imagine 18 out of  the 18 countries there passing  on the projec t and the 40-percent vote not doing any good in rejecting it.
Mr. Gordon. If  I could make one observation on tha t, each country  represented there—and of course these six Latin  American directors each have to represent several countries by the natu re of the thing—each country represented there will have an interes t in seeing tha t funds are not wrongly applied for the projects of other  countries because the resources are limited as a whole, and what is used for one country will not be available fo r the others.
Mr. Montoya. Eighteen o f those countries are going to  be lined up at the “grab” counter and they are going to deal with each o ther, so they  will not be excluded.
Mr. Gordon. I do not think the process will actually  work out t ha t way. The funds are less th an the felt  needs. I think , myself, they are less tha n the rea l needs.
Mr. Montoya. The reason I  bring this out is because I  wish a bett er means would be devised so not only the officials in Government would know what the United States  is doing, but the people all over the  country wmuld know. There is no approach in th at direction in the plans tha t have been outlined before this committee.
I believe that  is what is wrong with our  Latin American program— th at  the people in the hinterlan ds do not know the United States  is try ing to do something for them. All these gran ts are siphoned throug h the Government, at the central point  of government, and they  lose th eir identity when they reach the hinter lands.Mr. Gordon. I agree with that  point.
This is, of course, a job mainly for the U.S. Info rmation  Agency, whose La tin  American program, I believe, has been much too weak in the past. The US IA also believes that , and is proposing steps for  its strengthening.
I am not familiar with the details of those.
Mr. Montoya. That is our trouble. We have been depending too much on USIA.
Most o f those people in the hinterlands do not have a radio and would  not know how to operate one if  they had  one.
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Mr. Gordon. Well, sir, what the best techniques are for having  the 
people whose lot is improved realize this is in pa rt because of the 
generosity of the United States , what  the best method for doing 
tha t is I do not know.

Mr. Montoya. Let me give you an example.
I was in Lima, Peru , last year,  and I saw a monument in the center 

of one of the plazas which h ad been donated by Germany at a cost of 
about $65,000. Everyone in Lima was pointing out the gif t by the 
German people. I did not hear  one iota of conversation about what 
the United States was doing for the people of Peru. I went into  the 
hinterlan ds of Peru and visited some huts and I found some cans which 
indica ted tha t some surplus food had been delivered there, and these 
cans had in Eng lish “Donated by the United States  of America.”

I asked those people in Spanish  i f they knew how to speak English  
and they said “No, Senor.”

Enough for th at. I  am just  interested in  d isseminating the proper 
inform ation so we can get credit. I th ink th at is one of the weaknesses 
of the entire  program.

LOANS RA TI IER THAN GRANTS

Going back, I have heard quite a bit about the program in the 
discussions, and I cannot help but conclude tha t w’hile the objectives 
of justification are to make a loan program out of this , i t seems to me 
that all the justifications lean more toward the words “gif ts” or 
“grants. ”

N£r. Gordon. With respect to the field of activities assigned to the 
Bank, this will be, except for  the very small technical assistance com
ponent, in loans. They are not loans from the point  of view of the 
United States, but they are loans from the point of view of the relation
ship between the Bank and the recipient government or agency.

Mr. Montoya. So then, it  is reasonable to assume tha t when the 
funds leave the Treasury of the United States, as far as w’e are con
cerned they are considered as grants or gift s?

Mr. Gordon. The chairman asked me that question the other day. 
I  said “Subs tantia lly so.”

He asked me why I said “substantially,” and the only reason for  tha t 
is, on the ultimate  liquidation of the trust fund, we may get something 
back, but I would say fo r all  practical purposes, tha t is so.

Mr. Montoya. Th at is what they said when they s tarted th is mutual 
security program, and sta rted  lending money and requiring repayment 
in local currencies in the hope tha t the local currencies would be strong  
enough;  they would be convertible into dollars. We have not gotten 
one dollar yet, have we ?

Mr. Gordon. I do not know what the practice  has been there. I 
though t we have had some dollar repayments.

Mr. P assman. They are plowed back into the fund, not back in to 
the Treasury. It  is a revolving fund.

Mr. Montoya. Except in those agreements which require part pay
ment in hard dollars.

Mr. Gordon. That is right.
Mr. Montoya. But  in those loan agreements where they require 

payments in local currencies, there has been no conversion into dollars, 
and no rea lization of dollars  by the U.S. Treasury.
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Mr. Gordon. I know of no such case.
Mr. Passman. Under the Development Loan Fund , for the amount 

of funds collected in dollars they have the right , under the law, to plow 
them back into the program. I do not know of any instance where any 
money has been pa id back in to the U.S. Treasury.

Mr. MacP iiail . We have had some loan agreements under  the 
mutual security where they  had the option of paying in  local currency 
or dollars  where the countries have taken the option of repaying in 
dollars.

Mr. Montoya. Have they ever exercised th at k ind of option ?
Mr. MacP iiail . Yes, Japa n-----
Mr. Montoya. I mean in Latin America.
Mr. MacP iiail . I do not know of any.
Mr. P assman. H ow about in the Fa r E ast , other than  J apa n?
Mr. MacP iiail . That is the only one I  know of.
Mr. Passman. I do not think Japa n has qualified for  any DF L 

dollars.
Mr. MacP iiail . I am talk ing about m utual  security program  loans.

LACK OF ANT ICIPATION OF ANY REPA YMENT TO U.S. TREASURY

Mr. Passman. The very able doctor has been test ifying from the 
statement, I believe, of the Honorable George W. Ball  to  some exten t 
dur ing these hearings, and there is a question whether your inter
preta tion is the same as tha t of Mr. Ball’s. He s aid:

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 the  do
mestic institu tions, in the free  societies of our Latin  American neighbors.

Mr. Gordon. That is r ight.
Mr. P assman. You say substantial ly. He  indicates none.
Do you not thin k th at discrepancy should be reconciled, so we shall 

not confuse the record ?
Mr. Gordon. Mr. Chairm an, for the  reasons I indicated  yesterday  in 

responding to a question I  think from Mr. Andrews, our present ex
pectation is, this will go on for  10 years. Wh at residue of dollars  
there  might be at  liquida tion I do not know. I  do not suggest there 
will be any significant repayment whatever.

Mr. P assman. You still place that emphasis on hope?
Mr. Gordon. No, sir.
Mr. Passman. I  think Mr. Ball  should reconcile his  statement to 

your  way of thinking , then, if there is any hope, because he does not 
indicate one iota of hope tha t anything will come back.

I am no t complaining if we do not ge t it back, b ut I  do not thin k 
it should be par tial ly implied that we may, when the official who or
dina rily  would have appeared before the  committee states there is 
no expectation of  get ting the money back.

Mr. Gordon. I  am certain ly in accord with  Mr. Ball’s statement. 
This is simply a technical point.

Mr. P assman. Thank you very  much.
Mr. Montoya. At  the present time, as I  understand , these coun

tries have available to them funds from, first, the World Bank, the 
Inter -American Bank, the United Nations special funds, the Exp ort-
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Impor t Bank, the Development Loan Fund , and the ICA program 
under mutual security.

Mr. Gordon. Tha t is right.
Mr. Montoya. This will constitute another program other than 

those ?
Mr. Gordon. Tha t is right.
Mr. Montoya. In  view of the tru st agreement you will enter into 

with the Inter-American  Bank ?
Mr. Gordon. Tha t is r ight.
Mr. Montoya. Thank you.
Here is a thing tha t d isturbs me, and I want to brin g this out.

AID TO BOLIVIA

I notice E-6 of the  annexes, last year Bolivia had in domestic reve
nues a total of $21 million, total  assets.

Mr. Gordon. Yes.
Mr. Montoya. And I notice where they were not suffering any 

paucity  of funds because of such small revenues because last year 
Bolivia, under the mutual security program, received $23 million in 
special assistance. That is $2 million more than  thei r total revenues. 
They received $8,870,000 in technical assistance, or  a total  of $31,870,- 
000. But  let us go furth er with respect to Bolivia.

They received a loan from the DLF of $4 million. That far  ex
ceeds their  total revenues.

But  now let us go fur the r than that . This is what adds to the 
shock—the Export- Imp ort Bank  loaned them during 1958 and 1959 
$47.3 million, or approximately, in to tal U.S. funds, a ratio  of about 
3 to 1.

Do you think that it is wise to espouse a program which gives to a 
country two or three times more in g ifts  than  it realizes in revenue ?

Mr. Gordon. Mr. Congressman, could I make two comments ?
• I thin k tha t the ratio  you have calculated in dollars is somewhat 
high, quite a lot high in fact, because you have taken thei r revenue 
figure for the one year 1959 and matched against that gran ts and 
loans which cover a different period of time, or a longer period of 
time.

I t is true , however, we have  made, relative to the Bolivian Govern
ment revenues, enormous financial assistance in loans and grants to
gether. The Bolivian case is, as I  think I mentioned the other day, 
a part icula rly t ragic case. None of us are happy with what happened 
there, either with respect to thei r own financial situation, or with 
respect to the fai lure so fa r of our aid program really  to get the Boliv
ian economy even approaching gett ing on i ts feet. This  is a unique 
case.

There  has jus t retu rned from Bolivia a  very highly qualified group 
of three, appointed by President Kennedy to go down there and advise 
us on what the futu re policy should be. I am sure tha t the future  
policy should differ very substantially from the past  policy in the 
Bolivian case.

Mr. Montoya. I think thi s committee has been told tha t every year.
Mr. F ord. Differ in what way ?
Mr. Gordon. Essent ially in this way, I think, Mr. Ford.
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Fir st, I am not an expert on Bolivia. I know something about the 
economic situation . Different essentially in that in the last several 
years we have been provid ing budgetary support which has prevented 
total collapse, which has permitted some stabi lization of th e currency 
af ter  one of the worst inflations tha t has ever taken place in any 
country in the world. We have prevented tot al political collapse, and  
so far the country is not under  Communist control.

What we have not succeeded in  doing is getting constructive eco
nomic development going. These very large budgetary deficits tha t 
Governor Montoya has refer red to are largely  the result of the huge 
deficit in  the t in mines which were na tionalized some years ago, as you 
know.

Those t in mines are extra ordinari ly badly operated at the present 
time, and they lose in operat ing expenses on every pound of t in they 
mine. The payroll is grossly overloaded with people. The tin miners 
are highly organized, and represen t a political force of no mean sig* 
nificance.

I hope th is mission th at has just been there will have some keys to 
this. The possibilities in th at country which are quite la rge—there are 
only 3% million people in a very, very large country, including a tre 
mendous amount of unexploited mineral resources and unexploited 
good agricultura l land. They have got the natural resources to get 
somewhere.

Mr. Montoya. I was not sure from what vou said whether you 
meant we should spend more or less money in Bolivia.

I also could not help but come to  the conclusion after listening  to 
you add to what you said originally, maybe the  si tuation there is an 
area where, before we gave anything more, some suitable reforms, 
dealing with  the inefficient operation of  these tin mines might  be a way 
to straighten out some of  these things.

Mr. Gordon. That is precisely wliat is being worked out at the 
present time.

Mr. Montoya. Do you think we will be hardheaded  enough to say, 
‘‘These mines are inefficiently operated, these are reforms tha t must 
be necessary, and if you do not, nothing will be made available” ?

Mr. Gordon. May I ask Mr. Mann to confluent on that ?
Mr. Mann. Off the record.
(Off the record.)
Mr. Montoya. Just one more question, Mr. Gordon.
Mr. Gordon. Yes, sir.
Mr. Montoya. Have you developed any criteria  or standards of p ar 

ticipa tion on these projects t ha t you intend to loan money for  through 
the Inter-American  Bank?

Mr. Gordon. Only the crite ria which are stated in the tru st agree
ment it self, the  princip al ones being the ones I  read before in response 
to Mr. Conte’s question.

Because of the tremendous varia tion from country to country  and 
the conditions which Mr. Mann has been referring to, we do not believe 
that there can be uniform  criteria . A country like-----

Mr. Montoya. Do you expect financial contributions by the different 
countries ?

Mr. Gordon. On every project; yes, sir.
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LOANS AVAILABLE TO PRIVATE ORGANIZATIONS

Mr. Montoya. Are these projects  going to be stric tly under the 
sponsorship of the government of th e p articula r country through the  
Inter-Amer ican Bank, or will these funds be made available to private 
organizations also ?

Mr. Gordon. The loans in some cases can be to priva te organiza
tions. Fo r example, we expect the savings and loan associations in 
the housing field to take advantage of these loans.

Mr. Montoya. I notice tha t the program encompasses recommenda
tions for agra rian  reform to promote individual ownership, which is 
very admirable, of course.

Mr. Gordon. Yes, sir.
Mr. Montoya. But, are you not treading  on t radition a li ttle  when 

you are try ing  to exact from different countries a revision of their  
internal affaire?

Mr. Gordon. Yes, sir ; this is, indeed, a delicate and politically  very 
sensitive mat ter, and this is the princ ipal reason, or a principal  reason, 
that we believe tha t admin istrat ion by the Bank, which is an inter- 
American institut ion of which these countries themselves are members, 
is better  than  bilateral administration .

Mr. Montoya. Have you given any though t to this type of financing 
where you will, more or less, act as an FH A insurer of loans for 
housing projects, let us say ?

Mr. Gordon. I do not think that the FH A analogy would be 
precisely applicable here.

With respect to  the loans to home financing insti tutions this is more 
in the form of what we would call seed capita l; tha t is to  say, if a 
country throug h its housing agency, whatever it may be, or if a group 
of priva te sponsors wan t to  set up such a home-financing insti tution, 
and seem to be well set up with proper arrangements for management 
and the like, the Bank may make a loan to help them get started.

Air. Montoya. In tha t way we could get our repayment in dollars 
eventually, would we not?

Mr. Gordon. There is the  difficulty, of course, of conversion. The 
rents, of course, are in the lqcal currency, whatever it is.

LOAN PROGRAM IN  COSTA RICA

Mr. Montoya. Here is what I  had reference to :
In  Costa Rica the Government has a federal agency or a partic ular  

agency which lends money to the farmers so th at they can, in turn, 
buy land  or equipment.

Mr. Gordon. Yes, sir.
Mr. Montoya. The Costa Rican Government borrows this money 

from banks  in the United Sta tes.
Mr. Gordon. Yes, sir.
Air. AIontoya. And pays these banks in dollars.
Air. Gordon. Yes, sir.
Air. AIontoya. And, tha t program is very successful. Its  only 

failure is th at the Costa Rican Government cannot get enough money 
to finance the demands, but the record of payments by Costa Rica 
has been good.
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I  presume you are acquainted with th at setup ?
Mr. Gordon-. I have heard of it in general terms; yes, sir. Costa 

Rica, of course, is relatively  well off as the L atin  American countries 
go. The Bank, incidental ly, in this connection is enjoined here, too, 
before permi tting  resources of the fund to any project or program, to 
take into account whether the financial and /or  technical assistance re
quired  can be obtained from national or inte rnational  agencies, or from 
private sources on terms which in the opinion of the  Bank are reason
able for the recipient, considering all pertinent factors.

This  was intended to keep the Bank out of  d irect competition with 
private sources like the American commercial banks where the credit 
worthiness exists and where the purposes can be accomplished through 
such financing.

Mr. Passman. You mentioned a moment ago the advantages of a 
multi laterally operated  program, rath er than the bilate ral program. 
I have noticed tha t Senator Humphrey, of Minnesota, has commented 
as follows:

Congress is going to take a look at  a possible duplica tion  of economic aid  
act ivi ties under P res ide nt K enne dy’s La tin American program.

Mr. Humphrey, the  assistant Senate Democratic  leader, says th at he 
is anything but satisfied th at  four-fifths of the $500 million program 
would be administered by the Inter-American Development Bank. I 
quote him :

I have  some concern about plac ing most of the  emphasis in the fu ture  to com
plete  the revolu tion of the  Americas  in the  han ds of a mu ltil ate ral ly operated 
Bank.

Mr. Gordon. Well, I would hope for an opportuni ty to t ry to per
suade Senator  Humphrey of  the wisdom of this approach.

Mr. P assman. Than k you.
This one question should have been asked at the beginning, but I 

neglected to ask it :

FIRMNESS OF PRESENTLY PROGRAMED ALLOCATIONS

In  the event th at the Congress, in its  wisdom approves all, or a pa rt, 
of the $394 million, but  denies the par t tha t would be administered 
by the ICA, as presently operated—which Agency will be opera ting 
with an unobligated balance in its own account—would you then 
take any part  of the amount th at has been recommended for the  Bank 
and give it to IC A, or would you use it all for  the Bank?

Mr. Gordon. This is a question tha t has not occurred to me, Mr. 
Chairman. I would suppose tha t if the appropria tion were clearly 
made with the intention of covering only the fields of activity in
tended for Bank administration, tha t we would act in accordance 
with that.

Mr. Passman. But you would have the right under the act itself, 
although there is some question as to whether  we have any clear leg
islation to appropr iate  the funds. But  if the Congress should ap
prop riate  for  one portion and not the  other, would you then take  from, 
we shall say, the $394 million to apply it  to the technical aid program 
under the ICA?
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Mr. Gordon. Mr. Chairman, from the legal point of view, if  the committee simply appropriated $394 million without  mentioning what it is for and without any specification, if  the committee simply did that , the legal righ t would exist for us to redivide it.Mr. P assman. You could redivide?Mr. Gordon. Yes, sir. If, on the other hand-----Mr. Passman. If  it were spelled out specifically in the repo rt to you, how would you interp ret that?
Mr. Gordon. We would follow the injunct ion of the Congress.Mr. P assman. You would follow such a report if it were adopted?Mr. Gordon. Assuming tha t the other House concurred with you; yes, sir.
Mr. Passman. Of course, I think that  this would go to conference, and the final agreement in conference would be what would prevail as fa r as the intent of Congress is concerned.Mr. Gordon. We would, natural ly, be guided by the inten t of the Congress as expressed in its report.
Mr. F ord. As I understand this, in the inter-American loan program, where we are talking about the $394 million, we are the only country which is put ting up any funds ?Mr. Gordon. Yes, sir.

PRIO RIT Y  PO SIT IO N  AS TO  REPA Y M EN T

Mr. F ord. When the loans are made by the  Bank, will the  recip ient country, or a State within a country, make a cash contribu tion ?Mr. Gordon. A cash or kind, or both, yes, sir. On every project  there will have to be contributions of resources by the recipient, the amount to be negotiated in each case, depending on the situat ion of the recipient, but  in each case there must be contribution.Mr. Ford. H ow will you handle  the  repayment where there  is th is join t contribution? Will the repaym ent be divided, pa rt to repay the country tha t put  up some and pa rt of the repayment to go to reimburse the Bank ?
Mr. Gordon. The local agreement between the Bank and the recipient will, of course, provide  for the repayment of what the Bank has loaned. The coun try’s contribut ion may be on whatever basis the country  wants, and I should think this would depend on the type of project involved. If  it were a new housing credi t institu tion and the National Government made a loan to it and the Bank made a loan, each would have to be repaid in accordance with the technical terms.Mr. F ord. Whatever the repayment loan agreement would provide would prevail, but what are your ideas on what  those repayment agreements ought to be? Should there be a prio rity  of repayment to the country tha t put up some of the cash or materials, or should the prio rity  go to the Tnter-American Development Bank ?Mr. Gordon. Well I would certain ly believe tha t the Bank would make loans only where the arrangements provided for the proper  kind of security for repayment of a loan.
Mr. F ord. I am not concerned about that.  I am wondering, in the repayment  by the country, if they repaid  over a period of 20 years, would the recipient country share in the same propor tion in repayment, or would they get repayment first, or what is the philosophy that  you have in mind in these repayments ?
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Mr. Gordon. I t is very hard  to generalize about this, Mr. Ford,  because there  are so many types of institutions  which might be the borrowers. In  many cases I would envisage the country gett ing no 
repayment of its contribution whatever, but the Bank gett ing repaid and only the Bank gett ing repaid , in which case, obviously, the Bank  has a priority.

Mr. F ord. That would be more advantageous to  the overall program and, certainly, to the Ban k itself.
Mr. Gordon. Tha t is right . There are other  cases where it would be a combination of some priva te loans on a loan basis from within 

the country concerned ancl the Bank's  resources. I would suppose tha t some arrangem ent might be made in order  to induce the private capi tal to come in. I think if you always put  the other lenders in a deferred position, you might find it  h ard to  ge t them to come in.
Mr. F ord. If  you always put the Bank in the deferred  position of gett ing repayment, there might be some reluctance in the United States  to make its contribution, too.
Mr. Gordon. I would agree, and I  think it would be most unwise to get in tha t position.

AUTHORIZATION FOR TECHNIC AL COOPERATION PROGRAM

Mr. F ord. Could you put in the record the authorization language  for  the technical assistance program which we now have ?
Mr. Gordon. Yes, inde ed; that  can be done.
Mr. Ford. I  want this inform ation just  for reference—the basic authorization language for  your technical assistance program.
Mr. Gordon. Yes. I think tha t is section 302, if  I remember correctly, the Mutual Security Act, as amended.
(The informat ion fol lows :)

T itle  I I I—T ech nical Cooperation—Mutual Security Act of 1960
“Sec. 302. General Authority and Def inition.—Tlie  Pr es id en t is autho riz ed  to fu rn ish as sis tanc e in acc ordance wi th th e pro vis ion s of th is  tit le  thr ough bi la te ra l tec hn ica l co op erati on  program s. As use d in th is  tit le,  th e ter m ‘tech nic al coo perat ion  pr og rams’ me ans  prog rams fo r th e in te rn at io na l in te rchange  of tec hn ica l kno wle dge  and sk ill s des igned to co nt rib ute  pr im ar ily  to th e ba lan ced  and in tegr ated  development  of the economic  resour ces  and pro ductiv e capacit ies  of eco nom ical ly underdeveloi>ed area s. Such ac tiv iti es  shall  be lim ite d to economic, eng ineering,  med ical , ed uc ati on al,  labor, ag ricu ltu ra l, fo re st ry , fishery,  mi neral , an d fiscal  sur vey s, de mon str ati on , tr ai ni ng  and sim ila r projec ts th at  serve the purpose of pro mo ting th e dev elopment  of economic re sou rces, pro ductive  capacit ies , and tr ad e of econom ical ly und erdeve loii ed area s,  an d trai ni ng  in pub lic ad m in ist ra tio n.  Th e te rm  ‘technic al coo perat ion  progr am s’ does  no t inc lud e suc h ac tiv iti es  au thor ized  by th e Un ited St ates  In fo rma tio n and Ed uc tio na l Ex chan ge  Ac t of 1948 (62 St at . 6) as ar e not  pr im ar ily  re la ted to economic  development , no r ac tiv iti es  un de rta ke n now or he re af te r purs ua nt  to the In te rn at io na l Aviat ion  Fa ci lit ie s Act (62 Stat.  450) , no r ac tiv iti es  un de rta ke n now or her ea ft er  in the ad m in is trat io n of ar ea s occupie d by th e United  St ates  Arm ed Forces .
“Sec. 303. Prerequisites to Assistan ce.—Assis tan ce  sh al l be mad e av ail ab le un de r sec tion  302 of th is  Ac t only  wh ere  th e Pr es id en t de ter mi ne s th a t the  na tio n being as sis ted—

“ (a ) pays  a  f ai r sh ar e o f the  cost o f t he  p rogram  ;
“ (b)  pro vid es al l necessa ry in fo rm at ion concern ing  such  pro gra m and give s the  pro gra m fu ll pu blici ty ;
“ (c)  seeks to the ma xim um  ex tent  pos sib le fu ll coordin ati on  an d in te gr ation  of tec hn ica l coo perat ion  prog rams  bein g ca rr ie d on in th at  na ti o n ;
67615—61 18
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“ (d)  endeavors to make  effective  use of the  result s of the  program; and “ (e)  cooperates with oth er nat ions partic ipa ting in the  program in the  mu tua l exchange of tech nica l knowledge and  skills.
“Sec. 304. Authorization.—There  is hereby authorized to be appropriated to the  President  to remain ava ilab le until expended  not to exceed $172,000,000 for  use beginning in the fiscal year 1961 to carry  out  the  purposes  of this  title .“Sec. 305. Limitation on LTse op Funds.—Funds made ava ilab le under section 304 may be expended to furnish ass ista nce  in the  form of equipm ent or commodities only where necessary  for  in struct ion  o r d emons trat ion  purposes.”
Mr. Ford. Could we have for  the record the technical assistance 

authorization request for fiscal year 1961 ? What was that  ?
Mr. Gordon. The amount for Latin America, Mr. Ford , or the 

tota l amount?
Mr. F ord. At this point, the overall request.
Mr. J ohnston. Tha t would be section 302 of the Mutual Security 

Act.
Mr. Gordon. You want the amount requested for  technical coopera

tion on a worldwide basis for fiscal year 1961 ?
Mr. MacP iiail. That was $172 million fo r bilateral technical assist

ance for 1961.
Mr. F ord. In the author ization  and /or  appropriation do we break 

tha t down by country as a ma tter of law, or  is there a lump sum?
Mr. MacP iiail. Tha t is the lump sum approp riation. Last  year the 

appro priat ion ultimately was $150 million. The programs are pre 
sented to the Congress on a regional basis against individual country 
projects and illustrative projects  which are contained in thei r pro posals for financing.

Mr. F ord. But the point 4 authorization is in one paragraph  in the law?
Mr. MacPhail. That is right.
Mr. F ord. And the technical assistance appropr iation is in one place in the appropriat ion ?
Mr. MacPhail. That is correct.
Mr. Ford. However, in submitting the appropr iation programs to 

the Congress, you break them down on a regional basis ?
Mr. MacPhail. Yes, sir. You remember these big unclassified books, I am sure.
Mr. F ord. Yes, sir.
Did the Congress authorize $172 million in technical assistance fo r fiscal 1961?
Mr. MacP iiail. Yes; it authorized $172 million for technical assistance.
Mr. F ord. H ow much was app ropr iated  fo r technical assistance?
Mr. MacPhail. Appropr iated—I am sorry.
Mr. F ord. Let us star t all over again.
Mr. MacPhail. I am sorry,  s ir. I t authorized  $172 million for bilateral technical assistance.
Mr. MacP iiail. And tha t was the Pres iden t’s request for authorization in fiscal 1961 ?
Mr. MacPhail. Yes, si r; tha t is correct.
Mr. Ford. And $150 million was made available in obligational auth ority  in fiscal 1961 ?
Mr. MacPhail. In the new appropr iati ons ; yes, sir.
Mr. F ord. So, in fiscal year 1961 there  is $22 million in unused 

authorization  in technical assistance?
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Mr. MacP iiail . Yes, sir ; that  would be correct.
Mr. F ord. Have there been any transfers  into this  account in fiscal 

1961 from any source—the contingency fund  or otherwise?
Mr. Mossler. There has been no appropriation transfer , pursu ant 

to section 501. As you know, i t does not take a transfer to use con
tingency  money for TC purposes, and we would have a few cases of an 
emergency nature where contingency funds were used.

Mr. F ord. In the technical assistance account?
Mr. Mossler. Yes; for technical assistance purposes.
Mr. Ford. In  other words, you do not have $22 million worth of 

unused technical assistance authorization?
Mr. Mossler. This was done pursuant  to the contingency fund author ization .
Mr. Gordon. As I  understand i t, Mr. Ford , i f the contingency fund 

is used for technical assistance purposes, this  does not reduce the un
used authorization for that purpose.

Mr. F ord. So, you will still have $22 million in unused authorization?
Mr. Mossler. That is righ t.

AU THOR IZA TIO N ACT FOR LA TI N AM ER ICAN  PROGRAM

Mr. F ord. Will you please put in the record the authorization legis
lation  which permits you to use any money in the p rogram which we 
are now talking about for  technical assistance? Tha t is a different 
authorization from the one which relates to mutual securi ty ?

Mr. Gordon. The only authorization I can think of, subject to, of 
course, the  better- informed colleagues of mine here, would be where 
the contingency fund  itself, which, of course, is very broad, or the 
special assistance authorizat ion, which is likewise broad in scope-----

Mr. Ford. What I am ta lkin g about is  the  basic author ization  law 
tha t authorizes this  new Latin  American program.

Mr. Gordon. Certainly, sir. Tha t is what is here in annex A, and 
tha t is Public Law 86-735, of  September 8, 1960.

Mr. Ford. That authorizes not only your technical assistance p ro
gram which is before us now for $100 million, but also the Inte r- 
American Development Bank  program?

Mr. Gordon. I t authorizes $500 million for the broad purposes 
which are stated in section 1 of that act.

Mr. Ford. Could you specify what par t ?
Mr. Gordon. It  does not specify the subdivisions at all. It  is sim

ply the one authorization  figure.
Mr. Ford. Can you specify in tha t act in the record what pa rt of 

that law authorizes technical assistance?
Mr. Gordon. The authorization, sir, which is in section 2, is sta ted 

to be, “In order to carry out the purposes of section 1.”
(The information follows:)

Authorization, Public Law 86-735
“Sec. 2. In order to carry  out the purposes of section 1 of this Act. there  is . hereby authorized to be appropria ted to the President not to exceed $500,000,000, which shall remain available until  expended, and which the President may use, subject to such fur the r legislative provisions as may be enacted, in addition to other  funds available for such purposes, on such terms and conditions as he may spec ify: Provided, Th at none of the funds made available pu rsuant to this section
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shall be used to furnish assistance to any country in Latin America being sub
jected to economic or diplomatic sanctions by the Organization of American 
States. The Secretary  of State shall keep the Committee on Foreign Relations 
of the Senate and the Committee on Foreign Affairs of the House currently in
formed about plans and programs for  the utiliza tion of such funds.”

Mr. Gordon. Section 1 lias a considerable number of subsections, 
of which the pr incipa l ones, or the princ ipal one which is relevant here, 
is (b) (1) which speaks of the cooperative programs on a bilateral or 
multi lateral basis which set forth specific plans  of action designed to 
foster  economic progress and improvements in the welfare and level 
of l iving  of all the peoples of the American Republics on the  basis of 
join t aid, mutual effort, and common sacrifice.

Mr. F ord. I t is very broad ?
Mr. Gordon. Yes, si r; it is.

ICA LA TI N AM ERICAN PROGRAM FOR FISCAL  YEAR  1961

Mr. F ord. Turning precisely to Lat in America in your technical 
assistance program, the budget request las t year was $41 million ?

Mr. MacP hail. $39.5 million, I believe.
Mr. Ford. In  the justification book before me it is listed as $41 

million.
Mr. Mossler. I think I  know the reason for that , Mr. Ford. It  is 

$39.5 million bilate ral and I think the other is the OAS, if I am not 
mistaken.

Mr. MacP iiail . Tha t is right.
Mr. F ord. What is the program you are executing; in this area in 

fiscal 1961?
Mr. MacP hail. The current program which we are executing for 

Lat in America agains t the $39.5 million request is now $36.7 million.
Mr. F ord. Does that include the OAS as well ?
Mr. MacPhail. No ; it  excludes it.
Mr. F ord. H ow much OAS do you expect to execute ?
Mr. MacPhail. $1.3 million.
Mr. Gordon. $1,350 million was actually the figure, as I recall it.
Mr. MacPhail. $1.35 million, then.
Mr. F ord. So, you actually will execute $38 million against a budget 

request of $41 million ?
Mr. MacPhail. Tha t is right.

AU TH OR IZA TIO N FOR FISCAL YEAR 1961 special assistance 
appropriation

Mr. Ford. Please put  in the record the author ization  legislation 
covering special assistance so we will have right before us what it 
says.

Mr. MacPhail. Yes, sir. We have it here.
Mr. F ord. Ju st  put  it in the record.
Mr. MacPhail. Yes, sir.
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(The  information requested fo llows:)

Title IV—Special Assistance and Other Programs—Mutual Security Act 
of I960

“Sec. 400. Special Assistance.— (a) There is hereby authorized to be ap
propriated to the President for the fiscal year 1961 not to exceed $256,000,000 
for use on such terms and conditions as he may specify for assistance designed 
to main tain or promote political  or economic stability.”

Mr. Koko. What was the  budget request for fiscal 1961 for special 
assistance worldwide?

Mr. MacPhail. $268.5 million.
Mr. F ord. What was th e authorization?
Mr. MacP hail. $256 million.
Mr. F ord. Wha t was the appropriation?
Mr. MacPhail. I am sorry, sir.
Mr. Mossler. It  was $230 million appropriated  also. We ought to 

add onto that $1.5 million for the purchase of local currencies which 
were in addition to the $230 million.

Mr. MacPhail. Tha t was a special appropriation  for a Polish 
hospita l.

Mr. Passman. Do you own local currencies ?
Mr. MacPhail. This  la tte r appropria tion fo r $1.5 million was dol

lars to purchase local currencies.
Mr. F ord. What do you expect to execute in this  area in fiscal 

1961 ?
Mr. Gordon. In  L atin  America?
Mr. F ord. No; in this worldwide program.
Mr. MacP hail. The entire program of $230 million which was a p

prop riate d has already been programed and it  has been necessary in 
addit ion to utilize some contingency funds—a rath er large amount of 
contingency funds—to supplement the special assistance program.

Mr. F ord. Will you please insert in the  record th e total of the  con
tingency funds transfer red to this account?

Mr. MacP hail. Yes, sir.
(The information follows:)

Fiscal Year 1961 Contingency Fund Programed for Special Assistance

Of the  amount available  in the fiscal year 1961 contingency fund, $185,487,000 
has been programed for special assistance purposes.

Mr. Ford. Now, in Lat in America what  would you contemplate 
on the basis of the original request for L atin  America?

Mr. Gordon. Mr. Ford,  could I make one remark?
Mr. F ord. Surely.

H O U SE  F ORE IG N AF FA IR S C O M M IT TEE REP OR T ON  A U THORIZ A TIO N B IL L

Mr. Gordon. In  connection with the breadth of the authorization 
language  for this par ticu lar program, my attention has been called 
to the language in the House Foreign Affairs Committee report which, 
of course, is an important part of the legislation  history. This  is 
Pepor t No. 2163 of August 25, 1960. It  states as follows:

The authorization of $500 million is an essential step toward the planning 
and implementation of a social development program in Latin  America, which 
includes the Caribbean area. It  is anticipated tha t this program will give
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primary attent ion to four broad are as:  (1) Improvement in the conditions of rural living and land use; (2) improvement of housing and community fac ilit ies ; (3) improvement of educational systems and training facilities ; and (4) improvement in basic sanitat ion facilities.
So, this  legislat ive history  is squarely in accord with what became the Act of Bogota and what is now before you.
Mr. F ord. Tha t you will execute?

SPECIAL ASSISTANCE PROGRAM IN LATIN AMERICA

Mr. MacP hail. The amount requested originally for “Special as
sistance” for Latin America for  1961 in the presentation last year was $23.1 million.

Mr. F ord. Wha t are you executing in thi s program?
Mr. MacPhail. At  the moment we are execut ing a program which may reach as h igh as $81,470,000. I say, “may reach as high,” be

cause there  are some items in here which are still in the planning 
stage. They are earmarked, if you will, against possible use from the contingencies, but they are not definitely firm yet.

Mr. F ord. In  other words, you are going to possibly obligate and 
eventually spend in “Special assistance” in Latin  America $50 million 
more than what you contemplated last year when the budget was submitted ?

Mr. MacP hail. Yes, sir. May I  point , Mr. Ford , to three or four of the large r items in that?
Mr. F ord. Surely.
Mr. MacPhail. First, there is in  this figure fo r 1961 an amount of a 

$20 million grant out of “Special assistance” for the Chilean ear thquake.
There has been, in addition, in some of the Centra l American Republics, due to political and economic pressures which were not fo re

seen at the time, budget  support for  Panama, Guatemala, and Hon
duras. The amount for Guatemala  is a figure of $10 million in “Special assistance” ; Panama is $6 million and Plonduras is $1.5 million.

Mr. F ord. Are those items which you have ju st indicated out of the “Contingency fun d” or out of “Special assistance” ?
Mr. MacP hail. These were taken from “Contingencies” and put 

into “Special assistance” and adminis tered under  the  “ Special assistance” category.
Mr. F ord. Your “Special assistance” authorization is extremely broad, is i t not ?
Mr. MacP hail. Yes, sir; it is.
Mr. F ord. It  is practically as broad as the basic legis lation for your 

program which you are submitting here for the Bank  and related matte rs ?
Mr. MacP hail. Well, it is appropriated  to  the President, to quote the author izat ion:
* * * for use on such terms and conditions as he may specify for assistance designed to maintain or promote political or economic stability.
I t is a broad language, but it has been in the past  used very selec

tively in a few countries and not in the broad context of a p rogram  
such as this, vfhich has specific social objectives. I t has been used in 
many cases for short-term political and economic emergencies. We
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Bolivia, both of which have been discussed earlier today.

Off the record.
(Discussion off the record.)

SI M IL AR IT Y OF SPE CIA L AS SIST AN CE  PROGR AM TO PROPO SED LA TI N  
AM ER IC AN  PROGR AM

Mr. Gordon. Mr. Ford , if I may comment on this, I would say, if 
you take the legislative history into account, that the authority  under 
which th is presen t $500 million program is proposed, i t is a good deal 
narrower than the authority for “Special assistance,” because th is is 
for  designated purposes.

Mr. F ord. It  seems to me tha t when you look at  the things you have 
done under “Special assistance” and when you look a t the  things tha t 
you are intending to do under “Technical assistance” in this program 
which we have before us today, they are virtually identical.

Mr. MacP iiail . I think you probably have to look at it from a some
what slightly different optic, because many of the things we do under  
“Special assistance” are in response to a parti cular emergency which 
has to be met which is of  a political  or economic nature, and it does 
not allow you the ability  to negotia te on a broad basis agains t the 
purposes which have been set for th in the Act of Bogota and, really, 
to attempt to extract legitimate and meaningful self-help measures 
against th e appropriation.

Mr. F ord. 1 have just  been reading the  “Special assistance” a uthori
zation and many of the words and phrases a re identical  with  the words 
and phrases which Mr. Gordon read here a minute ago.

Mr. Gordon. I did not hear the word “social” in  t ha t at all. Am 
I wrong?

Air. F ord. Th at may be the one word that  is left  out, but  the  rest of 
them are  very similar.

Mr. Gordon. Of course, tha t is the most important word in this  
description. I would not suggest for a moment tha t there cannot be 
done under  the terms of the “Special  assistance” authorization  the 
things  which are contemplated here, and some of them have been. 
But, “General budgetary  support,” fo r example, which is possible un
der the “Special assistance” authority , could not be done under  this 
program.

Air. F ord. In  your “Special assistance” authorizat ion fo r fiscal 1961, 
you do not have any unused authoriza tion ?

Air. AIacPhail. No; we do not.
Air. F ord. Are your “Special assistance” funds no-year funds ?
Mr. MacP iiail . No ; they are annual appropriations.
Air. Ford. They are annual appropr iations ?
Mr. AIacPhail. Yes, sir ; annua l authorization and annual 

appropriation s ?
Mr. F ord. Your  “Technical assistance” appropria tions  are 1-year 

funds  ?
Air. AIacPhail. That is correct.
Air. F ord. This technical assistance prog ram which we have before 

us a t the present time, however, is a no-year fund operation ?
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Mr. MacP hail. Tha t portion of the special Bogota fund which 
would go to ICA  would be a no-year appropria tion.

Mr. Gordon. Could I comment, Mr. Ford , tha t the ICA pa rt of 
this, while i t includes technical assistance, is by no means limited to 
technical assistance. So, thi s $100 million which I presume you are 
refe rring  to, I think, is not proper ly described as a technical assist
ance program. It  is a very much broader p rogram of which a portion 
would be what has been by trad ition  now called technical assistance.

ANTICIPATED OBLIGATIONS BY JU N E 30 OF ICA ALLOCATION

Mr. F ord. If  $100 million was made available for this program 
within  the next 10 days or 2 weeks, how soon could you obligate the 
funds ?

Mr. Gordon. We indicated the other day that we thoug ht that up 
to $50 million might be obligated before the end of this fiscal year.

Mr. Ford. And, the remainder when ?
Mr. Gordon. All during the course of the next fiscal year. I would 

not pu t a date on it, but I suppose over the next year.
Mr. P assman. I should not like to interfere with you r line o f ques

tioning , but would you yield to me at that  point  ?
Mr. F ord. Yes, sir.
Mr. Passman. Did w’e not late r establish that was more o r less a . 

guess, that  you may or may no t obliga te the  $50 million? I t was just 
a guess, and there were no firm projects or programs?

Air. Gordon. We described it, Mr. Chairman, as an “informed 
guess.”

Mr. P assman. You may not  obligate any of i t and, again, you may 
obligate $50 million ?

Air. Gordon. That is right.
Air. Passman. Tha t is all, Mr. Ford.
Air. F ord. Th at is all I have, Air. Chairman.

DEOBLIGATIONS OF CERTAIN MUTUAL SECURITY PROGRAM APPROPRIATIONS

Mr. Passman. Could you tell the  committee, Mr. MacPhail, the 
amount of funds t hat  will be available from deobligated projects for 
fiscal 1961 out of special assistance, the President ’s Asian fund, the 
President’s contingency fund and the technical bi latera l fund ? Give 
us the tota l amount tha t you estimate  you will deobligate out of those 
severa l categories for fiscal 1961, and inser t the inform ation in the 
record.

Mr. AIacP iiail . Yes, sir.
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(The information follows:)
The following breakdown reflects the  deobligation act ivi ty dur ing  the  perio d 

Ju ly  1. 1960 throug h Janu ary 31, 1961 for the pro ject segment of the  specific 
app rop ria tions requested together with  the  cu rre nt  est imate  of deob ligat ional 
act ivity for fiscal year  1961:

C at eg or ie s
D eo bliga tions 
as  o f J an . 31, 

1961

R ev is ed  es ti 
m a te  of  de

obli gat io ns for  
fis ca l yea r 1961

Spec ia l ass is ta nce..........................
P re s id en t’s A si an  f u n d _______
C onti ngency  f u n d ........................
B il a te ra l te ch n ic a l co ope ra tio n.  

T o ta l___________________

$258,640 1 
30,222  > 
15,417 I 

3,011 ,39 7

3,315 ,67 6

$500,000,

5,000,000 ' 

5,50 0,0 00

Funds deobligated durin g fiscal year 1961 are not  avai lable for  reprograming 
dur ing  t his  f iscal year in accordance with the  provis ions of the  Mutual  Security  
App ropriat ions Act of fiscal year 1961.

Although deobligations become a pa rt  of unob ligated balances, they  rep resent  
unob ligated balances of pr ior  year app rop ria tions only and  do not  include est i
mated unob ligated bala nces from cu rre nt year appropriat ions.

Mr. P assman. Gentlemen, are there any  othe r questions ?
STATUS OF PRESIDENT’S CONTING ENCY FU ND

Mr. A ndrews. Could any of these projects  planned under the ICA 
program be financed from the contingency fund  for  th is year, 1961?

Mr. Gordon. Under the author ity;  yes, sir, because the a utho rity  is 
quite comprehensive, but  as I unders tand it, there are  no unearmarked 
contingency funds.

Mr. Andrews. What is the condition of the 1961 contingency fund ?.'
Mr. Gordon. Could I ask the ICA  representatives to respond to 

tha t?
Mr. Andrews. Wh at unexpended balance do you anticipate for 

Ju ly 1, 1961?
Mr. Mossler. Unobl igated or unexpended?
Mr. Andrews. Unobligated.
Mr. Mossler. We at this time have it all programed. So, as of 

this  par ticu lar moment, in fact, we are  overprogramed, sir. We do 
not expect to have any of  it unobligated.

Mr. Andrews. You would not be in a position to finance any of 
these programs under  the contingency fund ?

Mr. Mossler. It  does not appear th at way now, sir.

POSSIBLE US E OF U.S.-OWNE D LOCAL CU RRENCIE S FOR PROGRAM

Mr. Andrews. Could you spend any local currencies down there  
for these projects under  ICA,  and do you have any local currencies? 
If  so, why do you not use them ?

Mr. Gordon. Could I ask the ICA to speak to that  one too ?
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Mr. Andrews. Surely.
Mr. AIossler. The host country,  of course, will be puttin g up some. 

I think you are addressing yoursel f as to whether or not we could 
use U.S.-owned local currencies ?

Mr. Andrews. Tha t is my question.
Mr. Mossler. The major  single kind of U.S.-owned local currency 

which we have in Latin  America are those generated from the title  I 
of Public Law 480. Now, those local currencies, as you know, are 
programed at the time tha t we enter into the sale agreements with 
these countries. Even though they are programed, it  is true th at they 
are not all obligated at tha t par ticula r point, but as of the end of 
Jan uary this year, all but $7.1 million of the deposits that  had been 
made pursuant to these sales agreements had been obligated.

Mr. Andrews. $7.1 million ?
Mr. Mossler. $7.1 million equivalent in local currencies.
Mr. F ord. This is all in Latin  America ?
Mr. Mossler. All in Lat in Am erica; yes, sir.
One other  point is tha t to the extent tha t we wanted to use them, 

let us say, for education or health, we are now precluded from using 
any of those local currencies for  those purposes, without resort to a 
dollar  appropriation. This is set forth in section 104 of Public  Law 
480. We would have to have a dollar  appropriation in order  to 
purchase those local currencies, if we were to use them for health  
and education purposes.

Air. Andrews. The answer to my question is tha t you do not have 
any local currencies that could be used to finance any of these projects 
tha t we have been discussing here fo r the las t several days either under 
the ICA  program  or the bank program ?

Air. Mossler. I would not want  to go tha t far,  because there may 
be late r—you see, we have $7.1 million unobligated as of this time, 
and as subsequent sales agreements are negotiated, it  is possible if 
this program is ini tiated , tha t they could be used for  some purposes 
other than  health and education, without resort to the appropria tion 
process.

Mr. AIacPhail. In  addition,  they do have some sales agreements 
under  which local currencies will accumulate  over the coming months 
as the food and commodities are delivered. Those, however, in most 
cases a re also covered by a loan agreement, specifying the purposes 
to which these accruals in local currencies will be put. So, in order to 
utilize  any future accruals, i t will ordinarily  be necessary to attempt 
to negotiate with the governments to do so. But  in the fields of edu
cation and health, as Air. Mossier jus t pointed out, one of the provi
sions of Public Law 480 is section 104, under which we are n ot auth 
orized to utilize local currencies, except pursuant to designation in the 
Appropriation  Act.

Air. Andrews. What percentage of the accruals have been allocated ?
Air. AIossler. I am not sure I understand your question, sir.
Air. Andrews. You stated th at there was a percentage of  the money 

tha t you get that  has  been earmarked for certain purposes for future 
allocations.

Air. AIacPhail. For futu re a llocat ions; yes, sir.
Air. Mossler. I would p ut it this  w ay: Of the tota l deposit we ge t 

under Public Law 480 sales agreements—and i t varies in each coun-
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try —there is a certain  amount set aside for  U.S. uses. Various U.S. 
agencies use their dollars  to buy local currencies, and tha t is 
usually around 30 percent of the sales proceeds, and the other 70 
percent is set aside for country use for economic loans or grants.

Mr. Gordon. There would be a political problem also, Mr. Andrews, 
in try ing  to renegotiate these arrangem ents and an economic problem 
as well. Obviously, if there is a sales agreement under  which these 
futu re accruals come and the sales agreement provides that the 70 
percent is to be used for economic development purposes in the coun
try , the country expects th at those will be available.

The political problem arises from the fact  th at  when this program 
was discussed a t Bogota, it was discussed as something in addition to 
existing program. Therefore, if we were to try  to substitute some 
portion o f exist ing programs for it, this m ight  be considered a breach 
of fai th.

Mr. Andrews. And, in view of the commitment made at Bogota 
you could not use any local currencies to carry out th is program? In  
other  words, the  agreement made at Bogota was to  spend $500 million 
in U.S. money in this area?

Mr. Gordon. I t was not a legal  commitment, Mr. Andrews, but the 
moral commitment was considered by the Latin  Americans to be in 
those terms.

Mr. Andrews. Th at $500 million in U.S. dollars would be also in 
the program ?

Mr. Gordon. That is righ t, sir.
Mr. P assman. Did you state earl ier that, actually, you did not ente r 

into any dollar agreement, but you had a ceiling and you would oper
ate within th at ceiling, according to the need ?

Mr. Gordon. Mr. Chairman, I stated  ea rlier  that the act of Bogota 
contains no figure. The act of  Bogota simply indicates the  U.S. agree
ment or intention, rath er, to establ ish this source of funds tha t we are 
talk ing about. The figure o f $500 million which was in the au thoriza
tion bill was, of course, discussed at Bogota and was in everyone’s 
mind. The statement by Mr. Dillon tha t whatever  was done would 
be in addition to thei r previous programs certain ly constitutes in my 
eyes a moral commitment.

Mr. Passman. We all understand that , but  did you state earlie r 
that actually there was no money agreement, and that  Mr. Dillon went 
down there with a ceiling of $500 million, and we were to fund these 
programs out of the $500 million? Further,  if it required the $500 
million, we would obligate it all, and if it required a lesser figure to 
carry  out the planned  program, then we would appropr iate  a lesser 
figure? Is tha t a substantially  correct statement—that we would 
fund  according to the need ?

Mr. Gordon. Well, Mr. Chairman, certain ly, if  the needs tu rned  out 
to be less than  $500 million, the $500 million will not be spent, but 
since th is is over a period of time which is not defined in advance, 
and since it  is quite clear th at all of  the needs will be very, very much 
large r, and this has been s tated both to this committee and my own 
testimony and to the Latin Americans and in President  Eisenhower’s 
statements  last year and President Kennedy’s statements this year, as 
an initia l installment on a longer range program, I think it  is clear 
that the case tha t you describe cannot arise.
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Mr. Passman. But if it might arise, you would fund according to 
the need, and not ju st according to the fact t hat  you have an authoriza
tion of $500 million ?

Mr. Gordon. We would certainly not waste any money, Mr. Chair
man.

Mr. Gary. Mr. Chairman, may I  ask a question or two a t this point  ?
Mr. P assman. Surely.
Mr. Gary. Is it not true tha t before Mr. Dillon went to Bogota, 

the Congress was asked to pass th is authorizing legislation ?
Mr. Gordon. Yes; Mr. Gary.
Mr. Gary. So tha t he would be in a position to negotiate as the 

Bogota Conference with the other American nations for  a program 
of this nature?

Mr. Gordon. Th at is right , sir.
Mr. Gary. Congress did authorize  this  $500 million while he was 

in Bogota and as a result of it, the agreement of Bogota was nego
tiated?

Mr. Gordon. That is right, sir.
Mr. P assman. In obtaining the  authorization for Secretary Dillon 

to negotiate this agreement, the chairman of the House Foreign Af 
fairs  Committee did state, and I qu ote:

Any requ est subm itted to the  nex t Congress would be based  on a carefu lly  
worked out prog ram and only would be for such amounts  as may be ful ly 
justified.

Again  quoting:
Both the author izin g committees  and the App ropr iations Commit tees will have 

a look at  the program next yea r and, as I have ju st  said, every pro ject must be 
justif ied.

Con tinu ing:
These  prog rams of social development have not  yet  been worked out. Before 

the  United Sta tes  appropriates funds to a ssi st in these programs, our  r epresent a
tives have told  the Latin American governments th at  it  will be necessary to  
have specific prog rams worked out and just ified in detail and, even more  im
portant,  th at  these programs  will have to be accompanied by basic  legis lation 
and  ins titu tional reforms in such ma tte rs as tax  structures, land tenu re, and 
legal procedure in order that  new facilit ies  provided under these programs may 
produce the benefits which  are intended.

One other statement  by Chairman Morgan:
I can asu re the gentleman th at  the $500 million will not  be spen t for  seve ral years .
That is the  type of assurance given to the House in obtain ing the 

authorization. So f ar  as I am personally concerned, as a Member of  
Congress and as a  member of the Appropr iations Committee, I shall 
try  to work as closely with  th at assurance as possible.

I think  we have agreed earlier, however, that  you could not work it 
out in de tail, so we are going to have to t ear  th is bander down some
where along the line.

Mr. Gordon. If  I could comment only on the last p art  of your quota
tion from Mr. Morgan about the expendi ture over several years, tha t, 
of course, is quite right. We have spoken about committing  these 
funds again st specific projects, we believe over the next 2 years, but 
the expenditures, naturally , would extend over a period of several 
years.
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Mr. P assman. I hope we are still in accord that the re are no specific 
programs, no contracts, no agreements, and that  this  presentation is 
illus trative of examples that may be followed, or may not be followed, 
according to whatever the demands may be when you sta rt the 
program.

Mr. Gordon. Illus trations,  sir, which are in various  states of de
velopment, many of which we expect, but probably  not in these spe
cific amounts, to figure in the final program.

Mr. Passman. So i t is a mat ter of fai th at this point, to carry  out 
what could be interpreted as a commitment to our friends in La tin  
America.

Mr. Gordon. Yes, sir.
Mr. P assman. Thank you very much. We shall suspend hearings a t 

this  point on this particula r item so that we may hear our  distinguished 
new Direc tor of ICA  on his request for $100 million for Chile.

F riday, March 24,1961. 

REC ONSTRUCT ION AND RE HA BILITA TION  OF  CH ILE

W IT N E S S E S

HON. TH OM AS C. M A N N , A SSIS T A N T  SE C R E T A R Y  OF  STA TE FO R
IN T E R -A M E R IC A N  A F F A IR S

H E N R Y  R. LA B O U IS SE, D IR EC T O R , IN T E R N A T IO N A L  C O O PERA TIO N
A D M IN IS T R A T IO N

R O B ERT M. P H IL L IP S , O F F IC E R  IN  C H A R G E  OF C H IL E A N  A F F A IR S

Mr. Passman. Members of the subcommittee, a t this time we shall 
hear statements by the Honorable Thomas C. Mann, Assistant Secre
tary of State  for Inter-American. Affairs, and the Honorable  Henry 
R. Labouisse, Director  of ICA.

Gentlemen, we are very pleased to have you two distinguished wit
nesses with us today. You will decide between yourselves which will 
proceed first.

Mr. Labouisse. I  defer to the  State Depar tment.
Mr. Passman. Secretary Mann, we shall be pleased to hear from 

you at this time.

General Statement of Assistant Secretary for I nter-American 
Affairs

Mr. Mann. I am sure  tha t the tragic events in Chile of May 1960 
are still remembered by you. During tha t month two earthquakes  
struck the south-central  portion of that country causing an immense 
amount of destruction and loss of life. Before the panic from the 
first quake had subsided, a second shock, volcanic eruptions, tida l 
waves, floods, and fire contr ibuted both to the ter ror  and the t remen
dous loss of life and property. The force of the earthquake is indi
cated by the fact  tha t the resulting tida l wave struck Hawai i, Cali
fornia, and even reached Alaska and Japan .

The area mainly affected by the disasters was the south-central por
tion of Chile consisting of 10 provinces or about 19 percent  of the
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country. Reports from the scene of devastation were of thousands of lives lost. Over 100,000 dwellings were destroyed or became uninhabitable.  The damage to public build ings, hospi tals, schools, roads, 
and indus try was immense. The details  of the damage are set forth  more fully in the presentation book but the total  damage amounted to about 400 million escudos—an amount equivalent to more than half  of the entire nat ional budget of Chile.

A significant portion of the country’s economy was centered in the disaster zone. Approximately one-th ird of the total population of the 
country lives in this area and it contains  6 out o f the 10 major cities in the country (Concepcion, Temuco, Chilian, Talcahuano, Osorno, and Vald ivia) . The devastated zone contributed about one-quarter  of the  approximate ly $4 billion gross national product of  the  country and contains  approximately 75 percent of the fa rms in the  country.The destruction caused by the earthquakes was all the more tragic because it  also struck a serious blow at  the program instituted by the Alessandri admin istration to attack  the country’s two greatest problems: inflation and economic stagnation. In  the post-World War I I era, Chile had suffered from an extensive expansion of credit and an unbalanced indust rialization which created chronic inflation and resulted in economic stagnation. The cost of living index d urin g this period increased almost 2,000 percent. In  1959, the newly elected Alessandri administration inaug urated a series of austerity measures, and with the help of the Un ited Sta tes and the Interna tional Monetary Fund, inflation had been virtually  arrested. With the hal ting  of inflation, the conditions were finally stabilized so tha t a long-range economic development p lan could be formulated—and the Alessandri administration undertook to plan its 10-year economic development program.

At  this point the disastrous earthquake struck.
As Chile dug itself out of the ru ins, the Alessandri administration  was faced with the choice of merely rebuild ing the damage done, or combining reconstruction with the 10-year overall development program. Wisely, the Chileans chose to move the  whole economy for ward and combined the rebuilding with thei r development plan. But they were faced with the fact  that  the cost of this program was clearly beyond thei r own capacities, and they were forced to ask for assistance.
There was an immediate answer to Chile’s call for help. A sincere and heartfe lt response came from the American people as well as from people all over the word. Priv ate  contributions  alone exceeded $5 million. Relief and medical supplies costing over $5 million were flown to the area. A special Expo rt-Import  Bank credit of $10 million was extended. A gran t of  $20 million from mutual security program contingency funds was given to the Government of Chile and this gra nt is now being used for interim reconstruction projects.
The need, however, greatly  exceeded the aid available from these limited sources. President Eisenhower requested and the Congress responded immediately with an authorization of $100 million for assistance for reconstruction and rehabili tation. The Chileans planned and actually started reconstruction work on the assurance which th is authorization represented to them tha t these fun ds would be made available to meet the country’s urgent needs, particular ly before the winter season (May-O ctober). Thus the action of the
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Congress in moving promptly to appropriate the full  $100 milllion 
is necessary so that the Chileans may proceed w ith their reconstruc
tion and rehab ilitation program confidently and on schedule. I t is 
also necessary in order not to dissipate the substantial good will 
created in Chile and throughout the hemisphere by the generous re
sponse of the Congress last fall.

It  is a simple trut h tha t Chile is counting heavily on our  help. With 
this assistance and with the Chilean Government doing its par t, this 
proud and independent friend of the United States  will have a 
reasonable chance to succeed in its efforts to progress through demo
cratic  ins titutions and constitut ional processes. With out it, the  whole 
active process of reconstruct ion and development would be endan
gered. For these reasons I urge tha t the full funds  authorized be made 
available now for  this most importan t undertaking.

Mr. Passman. Thank you very much, Mr. Mann. Our dist in
guished colleague, Mr. Gary, has been fortu nate  in having many dis
tinguished people from his own State of Virg inia  appearing  before 
his subcommittee. Today we have a distinguished native Louisianian 
appearing  before us. We are pleased to have the new Directo r of 
ICA  with us as a witness, and certainly I am very pleased tha t he is 
from my own great State of Louisiana.

BIOGRAPHY OF DIRECTOR OF INTER NAT IONAL COOPERATION ADMINISTRATION

It  is customary as each new Direc tor appears  before the committee 
for h im to in sert in the record a brief resume of his background. You 
may do tha t at your leisure, Mr. Director,  and put it in the record. 
Most members of the committee know of your work and accomplish
ments, and we are most pleased t hat  the President  has appointed you 
to th is important position.

(Mr. Labouisse’s biographical sketch follows:)
Nam e: Henry R. Labouisse.
Bo rn: February 11, 1904.
Bir thp lace: New Orleans, La.
Educa tion : Princeton  University, B.A. 1926; Harvard  Law School, LL. B. 

1929.
Experience: 1929-41: Private law practice with Messrs. Taylor, Blanc,

Capron & Marsh, New York City, N.Y.
1941-43: Department of S tate, Division of Defense M ate ria ls; Chief 1943.
1944- 45: Department of State, Chief of Foreign Economic Administrat ion 

mission to France.
1945- 16: Special Assistan t to Assistant Secretary of State  for Economic Af

fairs,  Will Clayton.
1946- 48: Special Assistant  to Director of Office of European Affairs, Depart

ment of State.
1948-51: Coordinator of Foreign Aid and Assistance, Departm ent of State.
1951-54: Chief of Mission for Economic Cooperation (ECA/MSA), Paris , 

France.  Served concurrently as Minister of Economic Affairs, U.S. Embassy to 
France.

1954-59: Director, United Nations Relief and Works Agency for Palestine 
Refugees, with headquarters in Beirut, Lebanon.

1959-61: International Bank for Reconstruction and Development, first as 
head of a Bank mission to Venezuela and then as the special representative for 
Africa. In 1960 took leave of absence to assis t the Secretary General of the 
United Nations on the special Congo operation.

1961- : Appointed Director of the Internat iona l Cooperation Administration.
Mr. Passman. Do you have a prepared statement to present?
Mr. Labouisse. I do, Mr. Chairman.
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Mr. P assman. We shall be very pleased to hear from you at this 
time.

G en er al  S ta te m en t of  D irecto r of  I nte rn ati onal C ooper ation  
A dm in is tr ati on

Mr. Labouisse. Fir st I  would like to say, this being my tirst 
opportuni ty, how glad I am to be here and to have a chance to appear 
before you. I expect there will be many more opportunities in which 
I shall be doing the same thing.

This is my first opportun ity as Director of the Inte rnat iona l Coop
eration Administration to appear before a committee of Congress in 
connection with our foreign aid program since I was sworn in on 
March 1, 1961. You will apprec iate tha t I have not as yet had an 
opportunity to review completely all of ICA’s current operations in 
each of the countries involved in the entire  aid program. I have, 
however, reviewed with my staff the sizable reconstruction problems 
Chile faces as a result of the earthquakes last spring, and would like 
to lend my support to what Mr. Mann has just  said.

As he indicated, the earthquake resulted in widespread devastation 
and untold human suffering. This  occurred just as the newly elected 
Alessandri government had brough t under  control the country’s severe 
inflation for  the first time since the Second World  War and had 
launched the planning phase of a long-range development program. 
Because of this , I,  too, feel it  is o f vital importance  tha t we assist our 
neighbor to the south by loaning her the $100 million authorized for 
this  purpose by the Congress last year.

I shall confine my additional remarks to a brief description of the 
Chilean Government’s reconstruction program and our proposals for 
assisting in its fulfillment.

Aft er the disaster, the Alessandr i administration decided tha t the 
only sensible way to approach the problems of reconstruct ion of the 
devastated area was within the  framework of  the country’s overall 10- 
yea r economic development plan. As a result, the Chilean Govern
ment has programed expenditures  of approximately 265 million escu
dos, or $250 million, for the area during the calendar years 1961 and 
1962, which expenditures will include both development and recon
struction work. These funds will be used for the reconstruction and 
development of such facilities as housing, schools, hospitals, roads, 
etc. It  is estimated th at more than  ha lf of such funds will be used for 
reconstruction and rehabilita tion activities, as distinguished from new 
development.

Because of the fact tha t reconstruction and new development work 
will be carried  on simultaneously, there is a problem of making sure 
tha t all U .S. assistance is used fo r the  purposes of reconstruction and 
rehabi litation only, in  accordance with the terms of the authorizing 
legislation. We have, however, had this mat ter very much in mind 
and have worked out wi th the Chilean Government an unders tanding 
to confine all U.S. assistance to such reconstruction and rehabi litation 
activities.

There are a large number of high prio rity  reconstruction and re
habi litation works for which th e Chilean Government has requested 
the $100 million authorized by Public Law 86-735. Although no com
mitments have been made by the U.S. Government on specific projects,
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th e Ch ilean Governm ent, as will be noted  fro m t he  presen ta tio n book, 
ha s plan s fo r the ex pe nd itu re  of  $60 m ill ion fo r high  priori ty  recon
str uc tio n and re ha bi lit at ion proje cts  in ca lend ar  y ea r 1961. Th ere are  
fu rt her  re qu ire me nts  f or  such ac tiv itie s du ring  ca lend ar  yea r 1962 fo r 
th e ba lance o f the  au thor iza tio n.

Our  ass ista nce  at  t hi s tim e is pa rt icul ar ly  im po rtan t in view  of  t he  
fa ct  th at  the Ch ilean  Go vernme nt has alr eady  lau nched its  pr og ram  
fo r the de va sta ted  area  an d is mak ing su bs tant ia l expe nd itu res in 
or de r t o rel ieve some of  t he  su ffe ring an d de pr ivat ion whi ch st ill  per 
sis ts on a la rg e scale.

Th is is one of  ou r fir st op po rtu ni tie s to ca rry out the Pr es id en t’s 
spe cia l p led ge  t o ou r sis te r R epu blics in his  ina ug ur al—to  c onvert ou r 
good works  into  good deeds in a new all ian ce  fo r pro gre ss.  For these 
reason s an d fo r those me ntioned by Mr . Ma nn, I  urge  the commit tee 
to  a ct favo rably on th e req uest fo r th is  a pp ro pr ia tio n.

Mr.  P assman. Tha nk  you  very mu ch,  Mr.  D ire cto r. We are  dealing  
he re with  a liu man ita ria ni sm  proje ct,  are  we no t?

Mr . Labouisse. We  are.
Mr.  P assman. I t  is me eting  a resp ons e to  a ca tas tro ph e, wh ich  

wou ld place it  in  a di ffe ren t ca teg ory  fro m no rm al  gr an ts  or  loans 
to be rep aid .

Mr.  Man n. Tha t is rig ht .
Mr. P assman . Am erica,  fro m the be ginn ing of  ou r hi sto ry , has 

alw ays  ind ica ted  a sympa theti c int ere st an d responded ve ry gen
erously , as in dividu al s and as a governm ent, to a ca tastr op he  such  
as th is  one, rega rd les s of  in wh at  part  of  the wo rld  it  occurre d.

Sp eakin g fo r my sel f, de ali ng  wi th  a m at te r of  th is  type , which  is 
bas ica lly a que stio n of  ch ar ity , in  a sit ua tio n where ca tastr op he  hi t 
une xpectedly, it  sho uld  be con sidered on th at basis. As  it  ap pli es  to 
my individu al  fee lings,  I  sha ll con sider it  on th at  basis .

AU TH OR IZA TIO N FOR T II E  PROGRAM

Would you  sta te fo r the rec ord  th e da te th a t the two  branches of 
Con gress pas sed  the au thor izat ion fo r th e $100 millio n?

Mr.  Man n. I t  was au tho riz ed  by C ong ress on  Septem ber 8, 1960.
Mr.  Gary. W ill  th e ch air ma n yie ld?
Mr.  P assman. I  shall  be glad  to  yield.
Mr. Gary. W ha t wer e the da tes  of  the earth quakes?
Mr. Man n . Ma y 21 an d 22, 1960.
Mr. Gary. And  when was  the ac t passed?
Mr.  Mann . I t  was  signed  on Septe mb er 8, 1960.

ES TIMA TE  OF DAMAGE TO CH IL E

Mr.  P assman. W hat  is the t ot al  es tim ate  of  ac tua l damage su sta ine d 
by Chi le in  th is  di st ric t?

Mr.  L abouisse. Ab ou t $400 millio n.
Mr. P assman. And  th e numb er of  live s los t?
Mr.  L abouisse. Th ere a re  two d iffere nt estima tes . The o rig in al  one, 

I  thi nk , wa s given by th e Ch ilean Red C ross  as between 5,000 an d 6,000. 
Th ere  has been a mo re rec ent  one wh ich  I  belie ve was 1,600. 

67615— 61------ 19
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Mr. Passman. Speaking of the $400 million damage, tha t is the 
estimate of the total damage in the country?

Mr. Mann. In  this area ; yes, s ir.
Mr. Labouisse. Mr. Chairman, I am to ld the figure in dollars was 

under  $400 million.
grant aid to chile to date

Mr. Passman. What is the tota l amount of g ran t aid for this pur
pose extended by the United S tates to  Chile to date ?

Mr. Mann. $20 million.
Mr. MacP iiail. For  purposes of reconstruction and rehabili tation.
Mr. P assman. Tha t had to do with the catastrophe.
Mr. MacPhail. There was $5 million in emergency assistance for 

the air lif t of medical supplies and equipment immediately after the 
earthquakes, and then in early Ju ly there was a $20 million emergency 
grant, made for reconstruction purposes in the devastated area.

Mr. Passman. Tha t was prior to the enactment of this author
ization ?

Mr. MacP iiail. Tha t is correct.
Mr. Passman. What has been the amount of aid subsequent to the 

authorization, if any?
Mr. MacP iiail. There has been none, sir.
Mr. Passman. If  the Congress in its wisdom should appropria te 

the $100 million, the disbursement of the funds would be under con
trol of the Chilean Government?

Mr. Mann. This would be a loan which would be used for projects 
within categories defined here in table 9 of the presentation. Each 
project  would be negotiated separate ly with the Chilean Government.

Mr. Passman. I s it  a  loan that would be repayable to  thi s country, 
or would it be placed in a revolving fund ?

Mr. Mann. This is a loan which would be repaid  to this  country. 
The terms as to whether it would be repaid  in dol lars or in local cur
rency have not yet been determined.

Mr. Gary. Will the gentleman yield?
Mr. P assman. Yes, sir.
Mr. Gary. Has  the interest rate  been determined yet?
Mr. Mann . No, si r; I don’t th ink  any of the terms and conditions 

have been determined. These are usually fixed by the National Ad
visory Council, which has not passed on this par ticu lar loan.

Mr. Passman. Do you know the tota l amount o f aid given and loans 
made to Chile through the present fiscal year ?

Mr. MacP iiail. Through December 31, 1960, which would be hal f 
of this fiscal year, tota l assistance amounts to $168,860,600, of which 
$101,518,200 is as a result of Pub lic Law 480, and from direct mutual 
security appropriat ions a total of $57,042,400.

Mr. Passman. The grand total being $263,800,000 ?
Mr. MacP hail. $168,860,600.
Mr. P assman. That is total amount of aid extended to Chile through 

the mutual security program through fiscal 1960?
Mr. MacP iiail. Tha t is correct.
Mr. P assman. Speaking of all types of aid, grants, gi fts, and loans.
Mr. MacP hail. Tha t would be $263,800,000, including Expo rt- 

Import Ban k loans.
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Mr. P assman. H ow many loans, and the amount, subsequent to the 
earthquake, and then subsequent to the passage of the authorization?

Mr. MacP hall. Subsequent to the passage of the author ization  act 
on September 8, there has been one Public Law 480 loan sales agree
ment signed with the Government of Chile.

Mr. Passman. In the amount of-----
Mr. MacP hail. $29 million, approximately.
Mr. Mann. I s the question what loans have been made to Chile, 

assistance in all forms since September 8 ?
Mr. Passman. Yes.
Mr. T aber. Could you give it  to us right from the beginning  so we 

will have it all a t one place ?
Mr. Passman. We have the total as $263,800,000.
Mr. Mann. I am prepared to give you now what has been done this 

year  in all forms.
Mr. P assman. All right.
Mr. Mann. There are two Public  Law 480 agreements. One is for 

$3.4 million, another for $28.9 million. They have an IMF standby 
of $91 million not from the United Stales, but we contribute to  that. 
This  is a standby mostly in convertible currency but including $16 
million in Argentine pesos.

The U.S. Treasury has given them a line  of credit for stabilization 
purposes of $15 million, but this has not been drawn down. They 
borrowed from U.S. priva te banks a to tal of $30 million, only part of 
which has been drawn down.

The Ex-Im Bank has given them a balance-of-payments credit of 
$15 million, but none of th is is drawn down. There has been an export 
credit to Chile tied to reconstruct ion of $10 million, which has been 
drawn down. There was an untied  Ex-Im Bank loan of $5 million 
for  machinery and  equipment.

Mr. P assman. That is the calendar year 1960 ?
Mr. Mann. Yes, sir from all sources, according  to our information.
Mr. P assman. Subsequent to the earthquakes ?
Mr. Mann. Yes, sir ; that  is subsequent to the earthquakes.
Mr. P assman. Wh at is the tota l amount ?
Mr. Mann. 1 have not added these figures up, Mr. Chairman. A lot 

of these are standbys.
Mr. P assman. But they are available if they want to utilize the 

loans ? The money is there.
Mr. Mann. But not necessarily for the earthquake or economic de

velopment. Standby cred it for  other purposes.
Mr. Passman. They would be for the same purposes, would they 

not ? I t is available for Chile to be used in the  overall economy ?
Mr. Mann. Yes, I think tha t is correct, sir, under certain condi

tions. May I give you this tota l later ?
Mr. Passman. Yes, certainly .
Mr. R hodes. May I ask a question ?
Mr. Passman. Yes, sir.
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COUNTRY PURCHASE AGREEMENTS

Mr. Rhodes. Did you say there was a line of credit from the U.S. 
Treasury ?

Mr. Mann. Yes. The Treasury Departm ent sometimes gives stand
by credits for  the  purpose of helping  to stabilize currency.

Mr. Rhodes. Of another country ?
Mr. Mann. I t is a standby credit.
Mr. Phillips . Mr. Congressman, I  am Robert M. Phill ips, Officer 

in Charge of Chilean Affairs. The $15 million agreement with the 
Treasury is what is called a currency purchase agreement. I t is a last- 
resort device, and so fa r none of these credits has actually ever been 
used.

Mr. Rhodes. Under what law ? What is the authority  by which the 
U.S. Treasury  can do tha t?

Mr. Phillips. I cannot cite the au thority.
Mr. Rhodes. I t is not your business, of course.
Mr. Phillips . They have had the  currency purchase agreements 

with a number of countries. The Treasury receives a commitment 
fee on those things, a fee that , as I  unders tand, is used in connection 
with the operations  of the Exchange Stabil ization  Fun d of the 
Treasury.

Mr. P assman. Would you cite the authority, please. Pu t it in the 
record.

Mr. P hillips . Yes, sir, we will.
(The information follows:)

Authority for Currency P urcha se Agreement

The authority for the Chilean currency purchase agreement is contained in 
section 10 of the Gold Reserves Act of 1934, as amended (31 U.S.C. 822a).

FIXING OF TERMS OF TH E LOAN TO CHILE

Mr. Passman. Have you reached an agreement yet as to the terms 
of the  loan ?

Mr. Mann. We have reached agreement on certain broad categories 
of projects. We have not yet reached agreement on part icular 
projects.

Mr. Passman. What is the length  of the loan, and what are the 
terms?

Mr. Mann. As I said before, the terms will be fixed by th e NAC 
if the money is appropriated  by Congress.

Mr. P assman. By whom ?
Mr. Mann. The National Advisory Council, a Council chaired by 

Treasury, which passes on terms and conditions of all large  loans 
made by the U.S. Government.

Mr. Passman. The terms and the interest  rate, if any, would be 
fixed at a la ter date, as well as whether it should be repaid  in dollars 
or in local currency ?

Mr. Mann. That is correct, sir. This is standard  procedure.
Mr. Passman. Do you not  think the Congress could do a bett er job 

helping you with this mat ter had you progressed a l ittle  fu rth er on it, 
so we would not again be just  giving a check without any detail as to 
the purposes for  which it would be spent? I am sympathetic to the
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request, but again, we do not know w hat the terms will be, what the 
interest will be, whether i t shall be paid back in  local currency, or in 
dollars, whether  or not the repayments, if any, will  come back to th is 
country or whether  they will be plowed back into Chile’s own 
economy.

Mr. Mann. There is no doubt th at the repayment in whatever cur
rency will be property of the U.S. Government. This is a bilate ral 
loan and, when paid back, it will be our  property.

REPA YMENT OF PUBLIC LAW 4 80 LOANS

Mr. Passman. Wi th respect to proceeds f rom the Public Law 480 
loans you mentioned earlier , will tha t go into a revolving fund in 
Chile or accrue to the credit of the Uni ted States?

Mr. Mann. No, but all Public  Law 480 agreements provide that a 
certain  port ion of the proceeds is available for U.S. uses and a certain 
portion for the uses o f the local country, princ ipally for economic 
development and for the other purposes specified.

Mr. Passman. Simi lar to the Development Loan Fund , through 
which a country  pays back in local currency, and our Embassy can, 
under  certain  circumstances, use a limited amount, and the remainder 
is plowed back into other programs?

Mr. Mann. DL F repayments are not available for Embassy ex
penses unless dollars to pay for the currencies are made available 
to DLF.

Mr. MacP iiail . The repayments that  would be made under  loans 
under Publ ic Law 480 in Uhile would be repaid to the United 
States and become a U.S. asset in Chile.

Mr. Passman. A hundred percent of the loan?
Mr. MacP iiail . No. A portion of the original loan is for  U.S. 

uses only which are used purs uant to appropriations. The portion 
of it which is for loans to the Chilean Government for economic de
velopment, for example, is loaned to the Government of Chile by the 
United States, and then repaid to the United States  under terms of 
the loan.

Mr. P assman. They are  paying it back and we turn  around and lend 
it to them again ?

Mr. MacPhail. We could, yes.
Mr. P assman. Could do it over and over again.
Mr. MacP iiail . At  the option of the United States.
Mr. Gary. Will  the chairman yield ?
Mr. P assman. I am glad to yield.

U.S . COMMITM ENT TO CHI LEA N PROGRAM

Mr. Gary. Wil l you tell me just  exactly to what extent this  Gov
ernment has committed itself to this prog ram ?

Mr. Mann. Well, sir, I think  that  there is no legal commitment 
here, but certainly the act of Congress in passing the authorization 
for the hundred million dollars was relied on by the government of 
Chile in launching, as it  had to do immediately, a reconstruction pro
gram in th is devastated area. I am sure they confidently expect tha t 
the Congress will follow throu gh with the appropriation.
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Mr. Gary. What were the  negotiations  between the countries tha t 
led to this? I am try ing  to be help ful because I am sympathetic. I 
jus t want to know what negotiations led up to this and what com
mitments, if  any, wer.e made.

Mr. Mann. The Chilean Government throu gh its Ambassador in 
Washington, if my memory is correct, shortly  after the earthquakes 
in May requested assistance in the sum of $150 million. We dis
cussed with him the various problems that arise in this kind-----

Mr. Gary. Who is “we” ?
Mr. Mann. The Departmen t of S tate  and Department  of the T reas

ury ; all loan applications are discussed on an interdepartmental basis 
with all of the agencies concerned.

Mr. Gary. I am just asking for  information.
Mr. Mann. During  President  Eisenhower’s admin istrat ion, he de

cided he would request an authorization of a hundred million dollars, 
and did so, explaining a t th at time th e purposes for  which the request 
■was made. Congress passed on this.

The Chilean Government began immediately, as it had to do, an 
emergency program in the area, in the confident expecta tion that the 
United States  would be able, subject to congressional appropria tion, 
to help them  out.

Mr. Gary. And thav program  was based upon the assumption tha t 
a hundred million dollars would be coming from the United States 
to be applied and used for the program ?

Mr. Mann. Tha t is correct, sir, and the assumption in tur n was 
based on the authorization.

Mr. Gary. I understand. Tha t is all.

LOANS AND DIRE CT ASS ISTA NCE  AVAILABLE AND PROVIDED TO DATE

Mr. P assman. I am sympathetic , and I am trying to be helpful. 
But I am finding it somewhat difficult to get something into which 
to put my teeth.

Those figures you gave a little while ago, of different loans and 
loans availab le th at have already been approved—I  think  we had  bet
ter  get those figures at this point. It  might possibly be that  they have 
already received far  more than  the authorization  calls for  out of 
other accounts.

Mr. Mann. No, sir.
Mr. P assman. Off  the record.
(Discussion off the record.)
Mr. Mann. I  think  these are almost unaddable, because they are 

for  different purposes. The total would be meaningless. I do not 
have it yet.

Mr. P assman. Why would it be meaningless, if it is money avail
able, authorized and ready?

Mr. Mann. Because a lot of it has not been drawn down, some of 
it may never be drawn down.

Mr. P assman. It  is available, though, to be drawn upon and used?
Mr. Mann. Under certain conditions.
Mr. P assman. All these things are  under certain conditions. I  cer

tain ly do no t want to be placed in the position of quarreling with the 
Secretary,  but  I wish we could ascertain the tota l amount of the loans 
available.



293

Mr. Mann. I will get it for you, sir.
I might  add tha t the only loan tha t has been granted for ear th

quake damage is an Eximbank loan of $10 million which, added to 
the ICA gran t of $20 million, gives you a to tal of $30 million.

Mr. Passman. Would it follow, though, tha t with a lot of these 
loans which this  country, and maybe others, approved subsequent to 
the earthquakes, you might possibly tra ce the approval to the earth
quake itself? We are humanitarians, and we certain ly extend the 
hand of char ity to our neighbors here and elsewhere. Tha t is why 
I think it is r ather significant to establish the tota l amount, because 
it is going into the same household, so to speak; it is going into 
Chile. In  all probability , they will spend this  money where it is 
needed most. I think i t is important for the committee, and will be to 
the Congress, to know the total amount that  is available.

Mr. Mann. May I run over this  again, sir ?
Mr. Passman. Please do.
Mr. Mann. I t is hard to give a general answer to that.
Mr. Passman. If  you will just give us the total,  I assure you we 

understand tha t the money has not been drawn  down, but merely a p
proved and available, should  they elect to draw7 i t down under cer tain 
conditions. I suppose each loan has different conditions under  which 
the money may be expended ?

Mr. Labouisse. May we go off the record, Mr. Chai rman ?
Mr. P assman. Surely.
(Discussion off the record.)
Mr. Mann. I have it here, I think , in intelligible form in three 

sections, sir.
The emergency aid t ha t was airli fted  down—medicines and blankets 

and that  sort of thing—a tota l of $5 million.
Mr. P assman. Off the record.
(Discussion off the record.)
Mr. Mann. Then another $5 rpillion in  p rivate donations from th is 

country  and an ICA  g ran t of $20 million. That gives you a to tal of 
$30 million.

Then in the form of Public  Law 480 assistance, the twro transac
tions already described tota l $32.3 million.

Mr. MacP hail. Only one was subsequent to the authorizat ion.
Mr. Mann. Yes, one was subsequent. The other was previous, the 

first $3.4 million.
Then there is $5 million in a thi rd category, Eximbank loans, $5 

million on a reimbursement basis. There has been no reimbursement 
yet.

Another loan of $10 million, which is entirely drawn down.
Another Eximbank  credit tied in with the IM F standby t ransac tion 

is $15 million, giving a total  of $30 million; but  of this  only 10 has 
been drawn down.

Mr. P assman. But it is available any time they want it?
Mr. Mann. Yes, si r; for certain  purposes.
Mr. Passman. It  has been approved ?
Mr. Mann. Yes, sir.
Mr. P assman. Of course, t ha t question is going to be Asked. What 

is the total ?
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Mr. Mann. $92 million, counting Publ ic Law 480 and the Red Cross and everything, some of this subsequent to the authorizat ion and some previous to it.
(The following was submitted la te r:)

Total U.S. assistance to Chile negotiated subsequent to the earthquakes
[M il lion s o f doll ar s]1. Prio r to Sept. 8 ,19G0:

U.S. emergency aid, approximately_____________________________ 5.0U.S. p rivate  and voluntary aid, approximately____________________ 5. 0ICA grant from contingency fund (the funds  did not actually becomeavailable until  shortly afte r Sept. 8, 1960)_____________________20.0Public Law 480 (104(g) country-use component)_________________  1.5Export -Import  Bank (another loan of $5 million was announced, but it had been under prior consideration, was unrela ted to the d isasters and consisted primarily  of machinery cre dit s)__________________ 10.0
Subtotal_________________________________________________ 41. 52. Subsequent to Sept. 8,1960:

Public Law 480 sales agreement (104(g) country-use component)____ 23.1
Total____________________________________________________ 64.6

Mr. Rhodes. Will the  chairman yield ?
Mr. Passman. I am pleased to yield.
Mr. Rhodes. Will you clarify the Publ ic Law 480, reference please? 'Which title  is involved ?
Mr. MacP hail. Title  I.
Mr. Mann. I assume both were title I.

TYPE OF PROJECTS TO BE FINANCED

Mr. Passman. What type projects will be financed out of the $100 million ?
Mr. Mann. There  are projects to cover damage to housing in the private sector for a total in 1961 estimated at $14.6 million.
There is a tota l of $4 million in regard to public buildings, city paving, water,  and sewerage.
There is a total of $3.2 million for 1961 estimated for schools, largely reconstruction of schools.
There is a tota l of $1.8 million in the same year for reconstruction of destroyed hospitals  and the rehab ilitation of nearly  100 par tial ly damaged small hospitals and clinics throughout the zone.
There is a total  estimated at $13.5 million for agriculture  and irrigation, largely to reconstruct and rehabili tate agricu ltura l buildings, irrigation installa tions, and complementary agricultural structures.There is a tota l estimated at $9.2 million for 1961 in the industrial sector, reconstruction loans to damaged industries. There is the matter  of the rehabi litation of the fishing indust ry, which was vir tually wiped out, along with most of the docks and fishing boats. There are loans to sawmills and woodworking plants and for power generat ing and electrical equipment.
Mr. P assman. This covers a broad scope and area.Mr. Mann. Yes, sir.
Mr. Passman. I t may or may not be follow’ed in accordance wi th this  very tenta tive program. I t would be l eft  rather  largely  to the country to  use the money, would it not , once it is made available?
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Mr. Mann. That is correct, subject only to working out projec t 
agreements and doing the work.

Mr. Passman. They would work out the ir own projects. Th at 
would not be under the  supervision of th e United States, would it?

Mr. Mann. No, si r; except we plan  to be sure  tha t this is l imited, 
as Mr. Labouisse said, to the earthquake zone and earthquake rehab il
itation.

DEGREE OF OBLIGATION OF UNITED STATES FOR CHILEAN PROGRAM

Mr. Passman. Would you say that  because of the  authorization  re 
quested by President  Eisenhower and passed by the la st Congress, the  
Government of Chile made certain  plans and expenditures predicated 
on getting this loan a t a subsequent date ?

Mr. Mann. That is correct, sir.
Mr. Passman. Do you think  that statement can be documented, so 

there is no quest ion about it ?
Mr. Mann. I have no doubt about it.
Mr. Passman. That would be altoge ther different from the so- 

called Latin  American item we are considering.
Mr. Mann. This is entirely  different and distinc t from that ; yes, 

sir.
Mr. Passman. So, in reality, we would have, morally speaking, a 

much stronger obligation on the $100 million than  we would have 
on the other item, because this is immediate and the other  is long 
range. Would tha t be a fair  statement?

Mr. Labouisse. I thin k from the re port  of the Fore ign Affairs Com
mittee, the th ing which was rather persuasive to me, was the statement 
that the au thorization action now will
prov ide the  necessary rea ssu ran ce to the  Government of Chile th at  in underta k
ing the  arduou s and burdensome tas k of reco nstruction, which requires sub
sta nt ia l sacrifices by its  people, and  in adherin g to it s courageous  prog ram of 
•economic stab ilizatio n, it  can depend upon time ly ass ista nce  from  the  United 
States.

Mr. Passman. We almost made it definite tha t we would do this, 
th at  it  would be forthcoming immediately. However, on the request 
for  $500 million it was predicated on the understanding that  they 
would make available detailed inform ation  so far as these projects 
are concerned. Therefore, the Congress did pass this authorization 
upon the basis of a litt le bit  different assurance, and also fo r an en
tire ly different purpose. This was brought about by something en
tirely  unexpected. It  was a catas trophe  tha t hit  overnight. But  in 
the  other case we are try ing  to correct something which has been in 
existence for hundreds of  years.

Would you say th at  is essentially a statement of fact?
Mr. Mann. I  would certainly agree they are separate and distinc t 

and we have th is obligation.
I wouldn’t want to say this lessens in any way the moral obligation 

we have-----
Mr. P assman. Off the record.
(Discussion held off the record.)
Mr. P assman. I do see a difference. There was almost posi tive as

surance, according to the statement  in the report as well as the  st ate
ments on the floor of  the House. Based upon t ha t assurance, tha t it
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would be forthcoming, the Government of Chile made certain expenditures which it would not have made had it not expected to receive at least pa rt of this  authorization.
Mr. Labouisse. I would say that is true. The Government had to do th is work. It  did it par tly on the assumption we were going to put in some more money.
Mr. P assman. But  you are dealing with something—and I am re peating here, but  it is worthwhile—which unexpectedly h it overnight.Mr. Labouisse. That is rig ht.
Mr. Mann. Tha t is correct.
Mr. P assman. And i t is not a condition which b uilt up  over a period of 200 to 300 years. Is that  a statement of fact ?
Mr. L abouisse. Yes, sir.
Mr. Rhodes. Off the record.
(Discussion held off the record.)

C H IL E A N  A CT IO N O N RECO NST RU CTI ON A ND R EH A B IL IT A TIO N

Mr. P assman. What is the Chilean Government itself doing to reconstruct and rehab ilitate  its country ?
Mr. Mann. They passed a law throu gh Congress increasing by $175 million over a 5-year period thei r tax intake  shortly after the earthquake.
Mr. P assman. Do you know the exact date on which they introduced the legislation ?
Mr. Mann. It  was sent in on July 1.
Mr. Passman. That was prior to the authorization by the U.S. Congress ?
Mr. Mann. Tha t is correct, sir.
Mr. Passman. I t was introduced prior to the enactment of the U.S. authorization in the amount of $100 million ?
Mr. Mann. Yes, sir, it was introduced prior to that time.
Mr. Passman. Do you know the total  amount of revenue it was estimated to bring  in ?
Mr. Mann. President Alessandri’s new tax measures were estimated to increase Chilean tax  revenues by $250 million over a 5- year period.
Mr. P assman. The final bill enacted by the Chilean Legislature indicated what in the way of estimated amount of revenue?Mr. Mann. $175 million.
Mr. Passman. That was a reduction of what amount below the original estimate, or the estimate in the original bill?
Mr. Mann. $75 million.
Mr. Passman. On what date did the legislature finally enact the legislation ?
Mr. Mann. The law became effective on October 26,1960.
Mr. Passman. Was tha t subsequent to the authorization approved by the U.S. Congress ?
Mr. Mann. Yes, sir, it  was.
Mr. Passman. I s i t just  coincidental tha t they reduced the amount of the ir bill by a sum very near to the amount of our authorization ?
Mr. Mann. I think there were other  factors. There  was quite a political disagreement between the Chilean Congress and the Minister
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of Finance,  Minister Vergaro, and this related to what taxes should 
be levied and how much they should be increased, and these disagree
ments resulted at one time in the Chilean Congress slashing the Gov
ernment’s request down as low as $90 million.

Mr. Vergaro resigned as a result of that.
The President vetoed the $90 million and sent a veto message, as it 

is called in Chile, back to Congress requesting the restora tion of rev
enues to  a level of $237 million over the 5-year period, and this was 
aft er-----

Mr. T aber. That much a year?
Mr. Mann. A 5-year period, sir. These are all additional taxes.
Mr. Passman. The amount you gave was the annual tax?
Mr. Mann. No, over a 5-year period. All of these figures are.
Mr. P assman. That is the to tal ?
Mr. Mann. Yes.
Mr. Passman. Subsequent to the passage of the $100 million au

thorization by the U.S. Congress, the Chilean Government finally 
passed the ir tax measure reducing the  original request by $75 million?

Mr. Mann. Tha t is correct, sir.
Mr. Passman. Off the record.
(Discussion held off the record.)

TENTATIVE TERMS OF LOAN

Mr. Passman. We have established earlier tha t the terms on the 
$100 million are yet to be determined.

Mr. Mann. That is correct, sir.
Mr. Passman. It  has not been determined whether i t is to be repaid 

in local currency or dollars, or whether it will be low-rate interest 
or no interest, or whether o r not when the loan is  repayable i t will go 
into the U.S. Treasury. It  can conceivably be put back into the econ
omy of  Chile. The legislation is broad enough for you to work out 
jus t about any terms you w ant to, are they not?

Mr. Mann. Yes, sir. I thin k we do not really have any plans to 
determine anyth ing except the term of the loan, whether it is repay
able in dollars or local currency, and the inte rest rate . I am sure there 
will be some interest rate.

The money will belong to the United States  whether i t is dol lars or 
local currency.

Mr. Passman. Would you say tha t the legislation  is broad enough 
so tha t in the event the negotiators, in  the ir wisdom, should decide the 
money would be used again in thei r own economy, as a revolving fund , 
that  i t could be done?

Mr. Mann. I have not even studied tha t point.
Mr. P assman. There is no precedent ?
Mr. Mann. No present intention.
Mr. Passman. I know there is no intention  now. We merely want 

to know if the authorization is broad enough so that  if you should 
elect to plow it back in you could do so ?

Mr. Mann. I have not considered this.
Mr. P assman. You do handle the Public Law 480 fund that way, do 

you not?
Mr. Mann. Yes, sir, but thi s is by law of Congress.
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Mr. P assman. I wanted to know if you interpre ted the language of 
the author ization  to be broad enough for you to do so, if, in your wis
dom, you thought it  wise to do so.

Mr. L abouisse. The author ization  language is broad enough.
Mr. Passman. It  is sufficiently broad so th at if you elected to do so 

you could make a gran t ?
Mr. L abouisse. Yes.
Mr. MacPhail. The presenta tion specifically proposes a loan. As 

Secretary Mann pointed out, the whole question of loan policies af 
fecting  development loan and other availabili ties is now before the 
NAC. As you know, the Pres iden t indicated the other day tha t he 
hoped for long-term d ollar repayable  loans.

Mr. Passman. Then, you are recommending, through your state 
ment, tha t this committee should write into its report or into the bi ll 
tha t this is to be paid back in dollars or local currency, exclusively to 
the United  States, and is not ever to be a g rant  ? Would you recom
mend that provision be put in ?

Mr. Mann. Pending the NAC decision we would pref er tha t not 
be done.

Mr. Passman. This conceivably could work out to be an outr ight  
gran t, could it not ?

Mr. Mann. This is possible under the authorization l anguage; yes.
Mr. Passman. To elaborate fur the r would be wasting time. It  is 

there.
Let us hope that whatever happens will be to the best interest of all 

concerned.
Air. Taber?

ADVANCES TO CHIL E TO DATE SIN CE  TII E  EA RT HQ UA KE

Air. Taber. How much money did you say the United S tates a lready 
had advanced to Chile? Give me the whole pic ture since the ear th
quake.

- Mr. AIann. I said, sir, that  approximately $40 million went in, not 
all of which has been drawn down.

Air. Taber. Tha t is since the earthquake ?
Air. Mann. Yes, sir.
Mr. T aber. How much have they raised themselves for restoration? 
Air. AIann. They increased their  taxes by the amount we discussed 

just a moment ago in the  sum of $175 mill ion over exis ting tax reve
nues. We have the budgetary figures here. This is in addition, addi
tional taxes caused largely by the earthquake, yes.

Air. Taber. How long are those supposed to last ?
Air. Mann. Over a 5-year period, sir.
One hundred and seventy-five million dollars is the increased tax 

yield over the 5-year period.
Air. Taber. Tha t would be $35 million a year.
Air. AIann. Yes, sir.
Air. Taber. Wha t is their  total revenue ?
Air. MacP hail. For 1961 it is estimated at 744 million escudos, or 

about $700 million.
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CU RR EN T PROGRESS TOWARD RE HA BILITA TI ON

Mr. Taber. How much progress have you made toward  reha bilit a
tion with the $98 million which has been made available ?

Mr. Mann. You refer, sir,  to the $93 million ?
Mr. T aber. Yes.
Mr. Mann. The question was asked how much money has Chile 

obtained since the earthquake from the United States.
As I  pointed out, only $30 million of this,  including $5 million p ri

vate contributions, $5 million on the ai rli ft for medicine, and $20 
million of grants, are related  directly to the earthquake; plus a $10 
million loan from the Eximbank, a loan repayable in dollars, or a 
total  of $40 million.

Mr. MacP iiail . In  the area of the earthquake damage itself—in 
the 10 provinces—the  Chilean Government has managed to put back 
to work a t least on a temporary basis some of the utilities, roads, and 
railroads .

There still remains, however, w idespread damage to public build 
ings, housing, schools, hospitals, and so forth.

The Chilean Government has d iverted over the past  months money 
from its regu lar budget into emergency reconstruction  in the area.

To answer your question, they have made some progress; they have 
a lot more to make.

Mr. Taber. When the earthquake occurred they were just running 
into thei r winter?

Mr. MacP iiail. Yes, sir.
Mr. Taber. They have had a fu ll summer season within  which they 

could do things to pull  themselves together. Have they gone ahead 
and developed any plan of rehab ilitation which could really help 
them ?

Mr. Mann. Yes, sir.
Mr. Taber. I s there  any way they would be helped now by our 

people ?
Mr. Mann. Wh at they did, sir, was to go to work as quickly as 

possible divert ing money from other areas, money earmarked for eco
nomic development in other areas, expecting th at reconstruction would 
continue when they got the $100 million back into the disaste r zone.

They have done a considerable amount of work and a considerable 
amount of planning, work and planning .

Mr. Taber. You have no idea how much ?
Mr. MacP hail. I am speaking now of the devastated  area  in the 10 

provinces. In  this calendar year , a nd in the next calendar y ear they 
plan to spend some $250 million for reconstruction and development. 
More than  hal f of that  is for reconstruct ion directly related  to the 
damage in the area. This  is the portio n of the ir activities proposed 
to be supported under thi s approp riation.

They are now in the full construction season, since as you point 
out this is the ir summer, and they estimate tha t since December and 
Jan uary they have reached a ful l level of activity  th rough  their var i
ous ministries  such as Public  Works, and so on, a level of construction 
activity  to achieve th is $250 million level of which I spoke of a few 
minutes ago for  the 2-year period.
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ADM IN IS TR A TIO N  OF APP ROPR IA TIO N

Mr. Taber. Wha t will be done with the money and who will be 
hand ling it  ? Would it  be turned over to the Chileans ?

Mr. MacPhail. Turned over to the Chileans as they jus tify  need 
for it.

Mr.. Taber. Who will be administering this money if we pass this 
bill?

Mr. MacP hail. The admin istrat ion of the  money as it is proposed 
in the book is set f orth  on page 22, and I will outline it very briefly.

I t is proposed tha t the appropriation as needed will be released to 
the Chilean Government as they present  adequate documentation and 
prove they have used the local currency coming from the fund on 
local reconstruct ion or rehab ilitation projects.

Wh at is envisaged here is the  following—that the Chilean Govern
ment is already moving forward on reconstructing roads and high
ways and hospitals, and so forth . There will be m utual agreement 
on these activities between our U.S. operations mission in Santiago  
and the Government. We will make availab le initially a fund  to the 
Chileans and as they present documentation and vouchers against  
the expendi tures they have made, we will continue to replenish the 
fund. So you do have a control t ha t is really regula ted by the amount 
of progress the Chileans themselves make on the reconstruction pro
gram.

Mr. T aber. Judging by what has been accomplished so far,  wi thin 
W'hat time would you figure money would be used ?

Mr. MacPhail. This money is proposed to fund a program of ap
proximately 2 years. We have estimated in the presentation there 
would be obligations in the order of m agnitude of  $25 million in th is 
current fiscal year of ours, which is the first half of their current 
year, which is also the calendar year, and over the 2-year period you 
would spend practically the total  amount of the funds  requested. 

C H IL E A N  EX PE N D IT U RES FO R RE CO NS TR UC TI ON

Mr. Taber. They will not spend much afte r the 1st of October?
Mr. MacPhail. Aft er our 1st of October, they would be in a high 

rate  of expenditure because tha t would be the Chilean spring and 
summer season.

Mr. Taber. Thei r summer season would just be coming in ?
Mr. MacPhail. Yes.
Mr. Taber. How much have they spent already ?
Mr. McPhail. The Government estimates they are spending now at 

a rate of about $5 million a month, and have been doing so during this summer season.
Mr. Taber. Five million a month. Tha t would ipean they might 

use during the  fiscal year 1962, $60 million to $75 million.
Mr. MacPhail. That  is right.
You would have to allow fo r some falling off in thei r winter season which would be next spring.
Mr. T aber. There will not be much going on from now unti l the 1st of October?
Mr. MacP hail. They are still in thei r summer and getting into their fall season now.
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As I  say, they  have been spending at a r ate which they estimate at 
about $5 million a month.

Mr. Taber. They will expect to use some of their  own funds for this  
purpose too, will they not?

Mr. MacP hail. Oh, yes, in addition  to this.
Mr. Taber. If  they have been spending $60 or $70 million, and they 

are raising by taxation $35 million for  this purpose, an expenditure 
of $50 million in 1962 would be about all that would be accomplished?

Mr. MacP hail. In terms of the utiliza tion of these U.S. funds.
Mr. T aber. Yes.
Mr. MacP hail. It  would be around $50 million.
Mr. Taber. Not very fa r from that.
Wh at is the sense of  our app ropriat ing more than you can use the 

way th ings  are opera ting in 1962? You can get a big block of money 
tied up in appropriation-----

Mr. MacPhail. As I indicated earlier , Mr. Taber, these funds 
would not be turned over to the Chilean Government until  such time 
as they have perform ed on the construction.

Mr. T aber. I appreciate that.
The minute the Congress lets loose, why, there is a serious tem pta

tion for the U.S. management to be a littl e less careful. That can 
happen if you have too much money kicking around.

Mr. MacPhail. I would cer tainly hope we would exercise pru dent  
management on this  appropria tion, Mr. Taber.

Mr. Taber. That would be better than they have done in the ICA.
Mr. Labouisse. If  I may say so, the Government, as I  unders tand 

it, is carrying on a development program which includes reconstruc
tion. I believe the present figure of $5 million a month estimated 
expenditures by the Government is for the reconstruction  par t, is 
it not ?

Mr. MacP hail. Tha t is correct.
Mr. Labouisse. There  are additional funds being put in by the 

Government for development. This will be a problem of unscram
bling in a sense to us because we have to determine what it is tha t 
is proper ly reconstruction and not development.

The estimates the Government has given us is tha t they are now 
spending at the rate  of $5 million a month for  the reconstruct ion 
par t, and we estimated it for the calendar year 1961 it  would be about 
$60 million.

Mr. MacP hail. They have spli t the 2-year utiliza tion of their 
reconstruct ion program with respect to what they hope to be the 
U.S. contribution, into two pa rt s: $63 million in this calendar year 
and $37 million in the calendar year 1962. They have set up thei r 
higher priori ties for this yea r; the balance would be utilized  next 
year.

Mr. T aber. They will have one summer season afte r this  bill passes 
before the  end of 1962. The ir summer is November, December, Ja nu 
ary, February , and March. I doubt if you would need any more 
money. Maybe $50 million would do.

What do you think about that?
Mr. Mann. Well, sir, we believe we ought to have the whole $100 

million. It  is a 2-year program. It  is a continuing thing. They 
have launched this prograin in reliance on the authorization of 
Congress.



302

I believe we are morally committed to go ahead, sir, and we will 
get a bette r job done i f we follow through the Chilean plan which 
is a 2-year p lan than  if we try  to break it up into 1-year fragments.Mr. MacP hail. As the presentat ion book points  out, we have been 
working informally, but without  any commitment to the Chilean ministries in identi fying legitimate reconstruction and rehabil itation 
activities which they have been under taking since Jan uar y 1, and on 
which they have advanced the ir funds from the ir regular budget and the ir development budget elsewhere in the country, to the end that  
these activities could be mutually agreed upon.

We would review their vouchers and be prepa red to pay the Gov
ernment retroactively for expenditures on reconstruction which has 
taken place since about the 1st of January.

Mr. Passman. We asked that  question earlier.
I believe the Secretary responded that certain expenditures had 

been made based upon this authorization.
Do you have any idea as to the amount of expenditures already 

made by the Chilean Government on the projects tha t would normally 
be paid for out of this appropria tion, if it is approved?

Mr. MacP hail. With in their  total reconstruction budget in the 10 
provinces-----

Mr. P assman. We want to  know how much money they have spent 
already, based upon their  expectations to get this appropria tion.

Mr. MacP hail. Quite apar t from whether they were going to get 
this appropriation or not, they have been spending at a rate  of about 
$5 million a month, so i f you put  that back to Jan uar y 1, i t would be in the vicinity of $15 million.

Mr. P assman. You think,  then, they would not have otherwise 
spent the $15 million. There would have been different planning had it not been tha t they were expecting this money?

Mr. MacP hail. I think, as this presentation pointed out, the Gov
ernment faced the question of e ither  cut ting back on its development program, or of  attem pting to accommodate the reconstruction require
ments within the development program. So what they have done is 
to proceed with both reconstruction and thei r general development 
program. I would fully agree with vou tha t the fact there was an authorizat ion of Congress, the U.S. Congress, for $100 million, cer
tain ly would lead them to expect they have tha t made available to them.

Mr. Passman. T am not gett ing through to you.
The question is: How much less money would they have spent on 

their  reconstruction program had it not been for this authorizat ion?
Mr. MacP hail. I do n ot think you can answer tha t, sir. You could 

assume they  would have either attempted to cut back the ir development program to accommodate the  reconstruction program-----
Mr. Passman. You stated  earlie r that  certain expenditures had 

been made based upon the fact th at  Congress had authorized  this  item.Mr. Mann. Tha t is correct.
Mr. P assman. They are going to get reimbursed out of it, and 

they have made the expenditures. I think the committee should have 
some general  estimate as to the  amount o f the expendi tures they have 
made on account of this  authorization, as you stated  earl ier they have 
made the expenditures based upon the fact t ha t we have enacted the authorizing legislation.
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Mr. Mann. They have been spending, Mr. Chairman , since Janu ary  
of thi s year  at the ra te of $5 million a month, they tell us, for reh abili 
tation in the earthquake zone. They would expect to be reimbursed 
for this.

Mr. Passman. Tha t answers the question.
The prio r statement should be firmed up with an estimate.
Mr. Taber. It  looks like you are going to spend $63.2 million in 

1961 and $36,800,000 in 1962.
They have not been going at any rate  tha t would build up the $63 

million in fiscal year 1961, have they?
Mr. MacP hail. This is calendar  year 1961 and 1962. Their fiscal 

and calendar years are the same. Their presentation is based on a 
calendar year 1961 requirement.

Mr. Taber. If  this bill is passed, will they actually get ready to 
let the ir contracts  when next fall  rolls around? Tha t is when they 
will get thei r spring and can st art  swinging.

That is about it, is it  not?
Mr. MacPhail. I think tha t we have just  indicated we would be 

prepared  to make retroactive payments to them going back to last 
Jan uary 1, which is the star t of this calendar year. In  effect we would 
be taking advantage  of their  fu ll construction season and in to the fall.

Mr. Taber. Tha t would mean they would have spent about $63 
million by this time. There would not be any chance for  them to 
operate on any elaborate scale down there ?

Mr. MacPhail. On the assumption they have been in the construc
tion period since the 1st of January, I think there are two things-----

Mr. Taber. That would be down to the 1st of Ju ly when you get 
to a new winter. That would be $30 million instead of $60 million?

Mr. MacPhail. We have only estimated we would obligate in our 
own fiscal year $25 million, but the assumption here is tha t dur ing 
this entire calendar year, the Chilean Government will construct, or 
spend in the vicin ity of $60 million.

Another factor  to take into account is the fact  they are just  recov
ering  in tha t area from the earthquake, so presumably during next 
October and September, as you come into the Chilean spring, con
struct ion will step up possibly a t a higher level than what we have had 
in the early  months of this year.

Mr. Taber. Th at would be into the tail  end of our calendar year  
1961.

That is all I  have.

preference for loan type assistance

Mr. Passman. Did I understand you to state earlie r tha t Chile 
preferred a loan, ra the r tha n a grant?

Mr. Labouisse. Yes, sir. The proposal is to make it a loan. There  
is no question about that.

Mr. P assman. Chile prefers a loan rathe r than a grant?
Mr. Labouisse. Yes.
Mr. P assman. Would it  not be advisable to shape our action to  the  

wishes of Chile ?
Mr. Mann. I  think  so.

67615— 61------ 20
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Mr. Passman. And make i t so it would have to be a loan, and not 
a gran t ?

Mr. Mann. I th ink so.
Mr. Passman. You would not object to that?
Mr. Mann. Not at all.

IR RIG ATIO N PROJE CTS

Mr. Rhodes. Are there any new irrigat ion projects  authorized?
Mr. Mann. Sir ; there are irrigation projects.
I might say on page 8, talkin g about the rate of expendi tures in this 

devastated zone, in the  public  sector alone, you will see tha t they plan 
to spend in calendar year 1961, $137 million escudos, and if you add 
to tha t the expenditures in rehab ilita tion of the priva te sector—I be
lieve it is about two-thirds of this amount—you get a figure consider
ably in excess of the $100 mililon figure we are talk ing about which 
the Chileans assure us is the expenditure rate .

So the difference between the $100 million and a tota l of $137 
million, plus  two-thirds  of tha t amount, would be for  economic devel
opment they are spending it on, according to our information.

Mr. MacP hail. You are asking about new irrigat ion ?
Mr. Rhodes. Yes.
Mr. MacP hail. These projects  are for rehabilita tion and recon

struction of a relatively small number of i rriga tion works which were 
torn apa rt when the earth twisted.

Mr. Rhodes. Wha t is the climate of  the devastated area, comparable 
to here in the United States ?

Mr. MacP hail. The State  of Washington.
Air. Taber. Chile is pretty narrow and pre tty long, and the northe rn 

part of it is pretty cold te rrito ry.
Mr. MacP hail. Tha t is pre tty warm. It  is the southern pa rt tha t 

is cold.
Air. Rhodes. 'Will any of the money be spent outside the devastated 

area—any of our money ?
Mr. MacP hail. No.
Mr. Rhodes. Have there been any negotiations as to the terms of 

the loan at all, the repayment ?
Mr. AIann. Not yet.
Air. Rhodes. No negotiation as to interest ?
Air. AIann. No, sir.

U SE FO R PU B L IC  LAW  4 80  FU NDS

Mr. Rhodes. You mentioned earl ier tha t there were Public Law 
480 funds which had already been expended and local currency 
generated.

What will the local currency be used for ?
Mr. AIann. For economic development in general in accordance 

with the  terms of Public Law 480.
Mr. R hodes. There is a contract. AVhy do you not get the contract 

and submit it for the record?
Air. ALvnn. There are two of them. AVe will be happy to do so.
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(The information follows:)
A gric ul tu ra l Co m m o dit ie s Agre em en t B etw een  t h e  Gove rn m en t of  t h e  

U nit ed  Sta te s of A m er ic a  an d t h e  G over nm en t of  C h il e

The G overnment of  the United Sta tes  of America  and the Government of Chile:
Recognizing the  des irab ility  of expanding tra de  in ag ric ul tura l commodities 

between their two countri es and  with other friendly nat ions in a manner which 
would not  displace usual market ings of the  United Sta tes  in these  commodities, 
or  undu ly dis rup t world  pric es of agric ult ural commodities or norm al pa tte rns 
of commercial tra de  with  frie ndly co un tri es ;

Considering th at  the  purchase  for Chilean escudos of surplus agricultura l 
commodities produced in the  United Sta tes  of Amer ica will ass ist  in achiev ing 
such an expa nsion  of t ra d e ;

Considering th at  the Chilean escudos accruin g from  such purchase will be 
util ized in  a m ann er beneficial  to  both co un tri es ;

Des iring  to set  forth  the und ers tandings which will  govern the  sales, as 
specified below, of surplus agric ult ural commodities to Chile pu rsu an t to Titl e 
I of the  Agricultura l Tra de Development and  Assi stance Act, as amended (here
inaf ter ref erred to as the Act) and the  mea sures which the  two Governments 
will  take individu ally  and collective ly in furth er ing  the  expansion of tra de  in 
such commodities;

Have agreed as follows :

ART ICLE I . SA LE S FOR CHIL EA N ESCUDO S

Subjec t to issuance by the  Government of the  United Sta tes  of America and 
acceptance by the  Government of Chile of purcha se author ization s, the  Govern
men t of the United  S tates of America und ertake s to finance the sale  to purcha sers 
auth oriz ed by the  Government of Chile, for  Chilean escudos, of the following  
ag ric ult ural commodities dete rmined to be surplus pu rsu an t to the  Act, in the • 
amo unts indica ted:

E xp o rt  
m ark et va lu e
(m il lion s ofCom modity : U.S . do llar s)

Cotton______________________________________________________  $2. 7
Tobacco_____________________________________________________  . 2
Ocean transpo rta tio n (e st im ate) _______________________________  .2

To tal______________________________________________________  3.1
Application  for  purchase author iza tions will  be made within 90 days  af te r 

the effective da te of thi s agreemen t. Purch ase  autho rizations  will include 
provisions  relating  to the sale and delivery of commodities, the  time and  cir 
cumstances of depo sit of the Chilean escudos accruing  from sale, and  other 
releva nt matters.

ARTICLE II . U SE S OF CHIL EAN  ESCUDO S

1. The  two Governments agree  that  the  Chilean escudos accruing  to the 
Government of the  United  Sta tes  of America as a consequence of sales  made 
pu rsu an t to thi s agreement , will be used by the  Government of t he United Sta tes  
of America, in such man ner and order of priori ty as the Government of the 
United Sta tes of America sha ll determine , for  the  following purposes, in the  
amounts  show n:

A. For  United  Sta tes  expenditures under subsections (a ),  (b), (c ), (d ), (h ), 
(i ),  (j ),  (k ),  (1), (m ), (n ),  (o) , (p), (q), and  (r ) of section  104 of the Act or 
under any  of such subsec tions, the  Chilean escudo equivale nt of $310,000.

B. To pay United Sta tes  obligations in Chile und er subsection  (f)  of Section 
104 the Chilean escudo equivalent of $620,000.

C. For loans to be made by the Exp ort- Imp ort Bank of Wash ington und er Sec
tion  104(e) of the  Act and  for  adminis tra tive expenses of the  E xpo rt-Import Bank 
A>f Washington in Chile incident thereto , th e Chilean  escudo equ ivalent of $775,000, 
but  no t more t han 25 percent  of  'the cur rencies  received und er the  Agreement. It  
is unders tood  th a t;
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(a)  Such loans under Section 104(e) of the Act will be made to United States business firms and branches, subsidiaries, or affiliates of such firms in Chile for business development and tra de expansion in Chile, and to United States firms and Chilean firms for the establishment of faci lities for aiding in the utilization , distribution,  or otherwise increasing the consumption of and markets for United States agric ultu ral products.
(b) Loans will be mutually agreeable to the Export-Import Bank of Washington and the Government of Chile, acting through the Central Bank of Chile. The General Manager of the Central Bank of Chile, or his designate, will act for the  Government of Chile, and the Presiden t of the Export-Import Bank of Washington, or his designate, will act fo r the Export-Import Bank of Washington.
(c) Upon receipt of an application which the Export-Import Bank is prepared to consider, the Export-Import Bank will inform the Central Bank of Chile of the identity of the  applicant, the nature  of the proposed business, the amount of the proposed loan, and the general purposes for which the loan proceeds would be expended.
(d) When the Export-Import Bank is prepared to act favorably upon an application, it will so notify the Central Bank of Chile and will indicate the interest rate  and the repayment  period which would be used under the proposed loan. The in teres t rate  will be s imilar to tha t prevailing in Chile on comparable loans, and the m aturi ties will be consistent with the purposes of the financing.
(e) Within sixty days afte r the receipt of the notice tha t the Export- Impor t Bank is prepared to act favorably  upon an application, the Central Bank of Chile will indicate to the Export-Import Bank whether or not the Central Bank of Chile has any objection to the proposed loan. Unless within the sixty-day period the  Export-Import Bank has received such a communication from the Central Bank of Chile, i t shall be understood that  the Central  Bank of Chile has no objection to the proposed loan. When the Export-Import Bank approves or declines the proposed loan, it will notify the Central  Bank of Chile.
(f) In the event the  Chilean escudos set aside for loans under Section 104(e) of the Act are not advanced within three  years from the date of this Agreement because the  Export -Import  Bank of Washington has not approved loans or because proposed loans have not been mutual ly agreeable to the Export-Import Bank of Washington and the Central Bank of Chile, the Government of the United S tates of America may use the Chilean escudos for any purpose authorized by Section 104 of the Act.

D. For a loan to the Government of Chile under subsection (g) of Section 104 of the Act, the Chilean escudo equivalent of not more than $1,395,000 for financing such projects to promote economic development, including projects  not heretofore included in plans of the Government of Chile, as may be mutually  agreed. In  the  event tha t agreement is not reached on the use of the Chilean escudos for loan purposes within th ree yea rs from the da te of this agreement, the Government of the  United States of America may use the Chilean escudos for any purposes authorized by Section 104 of the Act
2. In event the total of Chilean escudos accruing to the Government of the United States  of America as a consequence of sales made pursuant to this agreement is less than  the escudo equivalent of $3.1 million, the amount available for a loan to the Government of Chile under Section 104(g) may be reduced by the amount of such d ifference; in the event the total Chilean escudo deposit exceeds the equivalent  of $3.1 million. 45 percent of the excess will be available for a loan to the Government of Chile under  Section 104(g), 25 percent for loans under Section 104(e) and 30 percent for any use or uses authorized by Section 104 as the Government of the United States of America may determine.

ARTICLE m .  DEPOSIT OP CHILEAN ESCUDOS

Chilean escudos shall be deposited to the account of the Government of the  United States  of America in payment for the commodities and for ocean trans
portation costs financed by the Government of the United States of America (except excess costs result ing from the requirement that United States flag vessels be used) at  the rate of exchange for United States  dollars  generally applicable to import transactions (excluding imports granted a preferent ial
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ra te) in effect on the  da tes  of dollar disburse men t by United Sta tes  banks, or by 
the  Government of the United Sta tes  of America, as  provided in the  purcha se 
author izations.

ARTICLE IV. GENERAL UNDERTAKINGS

1. The Government  of Chile agree s th at  it  will tak e all possible mea sure s to 
preven t the  resale  or transs hip ment to oth er countrie s, or the use for  other than 
domestic purposes (except where such resa le, transs hip ment or use is specifically 
approved by the  Government of the  United Sta tes  of America), of the surplus 
agricult ural commodi ties purc hased pu rsu an t to the  provis ions of th is Agree
ment, and  to ass ure  th at  the purcha se of such commodities does not  resu lt in 
increased  availabi lity  of these or like  commodities to nat ions unfrien dly  to the 
United Sta tes  of America.

2. The two Governmen ts agree th at  they  will tak e reasonable precau tion s to 
ass ure  th at  all sales  or purcha ses  of surp lus  ag ric ult ural commodities , pu rsu an t 
to the  Agreement, will not  unduly dis rup t world prices of a gri cultu ral  commod
ities,  displace usu al marke ting s of the  United Sta tes  of America in these  com
modities, or d isrup t norm al pa tte rns of commercial tra de  w ith friendly countries.

3. In car rying out  thi s Agreement, the two Governments will seek to assure  
conditions  of commerce permi ttin g pr iva te tra de rs  to func tion  effectively and  
will use their best  endeavors to develop and  expa nd cont inuous ma rke t demand 
for agricult ura l commodities .

4. The Government of Chile agrees to furnish, upon reques t of the  Govern
men t of the  United Sta tes  of America , info rma tion  on the progress of the  pro
gram, particu lar ly with respec t to arriv als and  cond itions of commodities, and 
info rma tion  relating  to exp orts  of the  same or like  commodities.

ARTICLE V. CONSULTATION

The two Governments will, upon the  r equ est of e ither of them, consult  regard 
ing any  mat ter rel ating  to the  a ppl icat ion of thi s Agreement or to the  operation  
of arrang ements carr ied  out  pursuan t to  th is Agreement.

ARTICLE VI

The Agreement sh all enter  into  force upon sig nature .
In witness whereof, the  respectiv e representativ es, duly  author ized for the 

purpose , have signed the  pr ese nt Agreement.
Done at  San tiago in dup lica te in English and  Spanish  languages the second 

day of June 1960.
For  the  Government  of the United Sta tes  of America  :

(S)  W al te r H ow e .
For the Government of C hi le :

(S)  E. Ort uz ar  E.

Sant ia go , J u n e  2, 19 60 .

M em ora ndum  of  U nder st andin g  B et w een  t h e  G ov er nm en t of t iie  U nit ed
Sta te s of  A m er ic a  an d t h e  G overn m en t of  C h il e  R el at iv e to t h e  Agric ul
tu ral Com m odit ie s Agree m en t, D ated  J u n e  2,1960
The Government  of the  United Sta tes  of America  and the Government of Chile 

agree th at  imports  of surplus agric ult ural commodities under the agre eme nt 
signed today  to which thi s memorandum relate s shall be over and  above usu al 
commercial imports from all  sources for the  period covered by thi s Agreement. 
Commercial imports sha ll be for  the  United Sta tes  fiscal yea r 1960: a minimum 
of 74,000 bales of cotton from free  world  sources of which not less tha n 16,000 
bales shal l be from the  United States ; and  a minimum of 160,000 pounds of 
tobacco from the United Sta tes  and such q uanti tie s of tobacco f rom other supply
ing coun tries as  wi ll not  di sru pt normal patt erns  of  trad e.

(S) E. Ot .
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Republic of Chile,
Ministry of Foreign Relations,

Santiago, June 2, 1960.His Excellency Walter Howe,
Ambassador Extraordinary and Plenipotentiary of the United States of America in Chile, Santiago.

Mr. Ambassador : I have the honor to acknowledge receipt of Your Excellency’s note of this date, the tex t of which reads  as fo llows :
“I have the honor to refer to the Surplus Agricultural Commodities Agreement between the  Government of the United States of America and the Government of Chile signed today.
“I wish to confirm my Government’s understand ing of the agreement reached in conversations which have taken place between this Embassy and the Government of Chile with respect to the use of the Chilean escudos accruing under the present  Agreement for agric ultural market development purposes by the Government of the United States  of America under Section 104(a) of the  Agricultural  Trade Development and Assistance Act, as amended.
‘•It is understood tha t the Government of Chile will provide facili ties for the conversion of Chilean escudos into other currencies up to two percent of the  tota l amount specified in Article I of the present  Agreement. These facilities for conversion are  needed for the purpose of providing funds to finance agricultural  marke t development activities by the Government of the United States of America in other countries.
“I should apprecia te Your Excellency’s confirmation of the present  understanding.
“Please accept. Excellency, the renewed assurances  of my highest and most distinguished consideration.”

In this connection, I have the honor to inform Your Excellency of my Government’s concurrence in the terms of the note transcribed, the present note and Your Excellency’s note to constitute an agreement between our two countries on this subject.
T avail myself of the opportunity to renew to Your Excellency the assurance of my highest and most distinguished consideration.

(S) E. Ortuzar E.

Republic of Chile,
Ministry of Foreign Relations,

Santiago, June 2, 1960.
Mr. Ambassador : I have the honor to acknowledge receipt of Your Excellency’s note of this date, the text of which reads  as follows:
“I have the honor to refer to the Surplus Agricultural Commodities Agreement between the Government of the United States of America and the Government of Chile signed today.
“I wish to confirm my Government’s understanding  of the agreement reached in conversations which have taken place l>etween this Embassy and the Government of Chile with respect to the use of the Chilean escudos accruing under the aforesaid  Agreement for the establishment of a line of credit  in favor of the  Government of Chile foi’ the promotion of economic development under Section 104(g) of the  Agricultural Trade  Development and Assistance Act, as amended.“It  is understood tha t the Government of Chile proposes to use the escudo credit accruing under this agreement, in accordance with the provisions of Section 104(g), for a loan leading to a savings and loan system devoted to the mobilization of priva te savings to facil itate  construction of medium- and lowcost privately  owned dwellings.
“It  is further understood that,  should the credit not be used in the manner proposed, the Government of Chile agrees that,  if the Development Loan Fund approves the loan requested by the Government of Chile for  the construction of the Pudahuel Airport, near Santiago, any par t or all of the Chilean escudo equivalent of US$l,?>95,000 reserved fo r the  aforesaid line of credit may be trans ferred by the  Government of the United States  to the Development Loan Fund for disbursements in connection with the loan made by the Development Loan Fund to the Government of Chile for the  construction of said airpor t. It  is fur the r understood tha t the aforesaid line of credit will be reduced to the extent of disbursements made by the Deveh pment Loan Fund from such funds.
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It  is fur ther understood tha t these Chilean escudos, if made available to the Development Loan Fund, will be subject to the terms and conditions of a separat e agreement to be negotiated between the Development Loan Fund and the Government of Chile governing the requested airport construction loan.“I should appreciate receiving Your Excellency’s confirmation of the understandings set out above.
“Please accept. Excellency, the renewed assurances of my highest and most distinguished consideration.”

In this connection, I have the honor to inform Your Excellency of my Government’s concurrence in the terms of the note transcr ibed above, the present note and Your Excellency’s note to constitute an agreement between our two countries on this subject.
I avail myself of the opportunity to renew to Your Excellency the assurances of my highest and most distingu ished consideration.

(S) E. Ortuzar E.

Repub lic of Chi le ,
Ministry  of F oreign R elations,

Santiago, August 12,1960.No. 10675 
W ill iam  L. Krieg,
Charge d’Affaires of the 
United States of A merica,
City.

Mr. Charge d’affaire s : I take pleasure in acknowledging receipt of your note No. 60 of this date, the text of which reads as fo llows :
“I have the honor to refer  to the Surplus Agricultural Commodities Agreement signed on June 2, 1960 between the Government of the United States of America and the Government of Chile.
“The Government of the United States  of America proposes to amend Article I of the Agreement by adding ‘corn’ in the amount of US $0.3 million; by deleting the total amount of ‘US $3.1 million’ and subst ituting  there for the tota l amount ‘US $3.4 million’; and by adding the following clause at the end of the penultimate sentence of the ar tic le : ‘except tha t application for purchase authoriza tions for any additional commodities or amounts of commodities provided for in any amendment of this Agreement will be made within 90 days aft er the effective date of such amendment.’
“The following amendments to Article I I of the Agreement are  also proposed:“1. In paragraph 1-A change ‘US $310,000' to ‘US $340,000’
“2. In paragraph 1-B change ‘US $620,000’ to ‘US $680,000’“3. In paragraph 1-C change ‘US $775,000’ to ‘US $850,000’“4. In paragraph 1-D change ‘US $1,395,000’ to ‘US $1,530,000’“5. In paragraph 2 change ‘US $3.1 million to ‘TJS $3.4 million’“If  the foregoing amendments to the above Agreement are acceptable to Your Excellency’s Government, i t is proposed th at this note together with Your Excellency’s affirmative reply shall constitu te an agreement between our two Governments on th is mat ter to en ter into force on the date of Your Excellency’s reply.
“Accept, Excellency, the assurances of my highest and most distinguished consideration.”

In this connection, I am happy to inform you of my Government’s acceptance of the terms of the note reproduced above, tha t note together  with this reply constituting an agreement between the two Parties.
I avail myself of the opportunity to renew to you the assurances of my distinguished consideration.

(S) E. OrtuzarE.

Agricultural Commodities Agreement Between th e Government of th e 
United States of America and th e Government of Chi le  Under T itle I 
of th e Agricultural Trade Development and Assistan ce Act, as Amended

The Government o f the United S tates  of America and, the Government of Chile:
Recognizing the desirability of expanding trad e in agric ultural commodities between thei r two countries and with other friendly nations in a manner which would not displace usual marketings of the United States of America in these
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commodities or unduly dis rup t world prices of agricult ura l commodities  or nor
mal pa tte rns of commercia l tra de  with frie ndly countries and  tak ing  into  ac
coun t the  effect on the  economy of Chile of the recent  na tura l di sa st er s:

Considering th at  th e purch ase for  escudos of surplus agric ult ural commodities 
produced in th e United Sta tes of America will ass ist  in achieving such an 
expa nsion  of trad e;

Considering  th at  the escudos accruing from  such purcha se will be utiliz ed in 
a m anner beneficial to both c ou ntrie s;

Des iring  to  set forth  the under stan dings which will govern the  sales, as speci
fied below, of surp lus agricultura l commodities to Chile pu rsu an t to Titl e I of 
the  Agricultura l Tra de Development and  Assi stanc e Act, as amended (herein
af te r ref erred to as the Act) , and  the  m easures which the two Governmen ts will 
tak e individually and collectively  in furth er ing the  expa nsion  of tra de  in such 
commodities :

Have agre ed as fol low s:

ARTICLE  I.  SA LE S FOR ESC UDOS

1. Subject to the  ava ilab ility  of commodities for  programm ing und er the Act 
and to issuance by the  Government of the United Sta tes of America  and  accept
ance by the  Government of  Chile of purchas e author ization s, the  Government of 
the  United Sta tes  of America under takes to finance the  sale s for escudos to 
pur cha sers author ized  by the Government of Chile of the  following agricultura l 
commodities  determined to be surplus pu rsua nt  to the  Act, in the  amounts 
indica ted:

Ex po rt  
marke t valu e

Comm odity : (m ill ions )
Wh eat______________________________________________________ $15.4
Feed gra ins  (corn and sor ghum )_______________________________  1.1
Cotton______________________________________________________  4. 3
Edible vegetable oil___________________________________________  3. 6
Tobacco_____________________________________________________  1. 5

Ocean transpo rta tio n______________________________________  3. 0

To tal__________________________________________________ 28. 9
2. Appl ications for  purc hase autho rizations will be made  within  90 calen dar 

days af te r the  effective date of thi s Agreement, except th at  appl icat ion for 
purcha se author iza tions for any  add itio nal  commodities or amounts of com
modit ies provided for  in any amendment or supplement to thi s Agreement will 
be made wi thin 90 days af te r the  effective  da te of such amendment or supple
ment. Purch ase  author iza tions will include provisions rel ating to the  sale  and 
deliv ery of commodities, the  time and  circu mstances  of depos it of the  escudos 
acc ruin g from such sale, and  other  rel evant ma tter s.

3. I t is understo od that  the sale  of  sur plus agr icu ltu ral  commodities under this 
Agreement i s no t intended to  increase th e avai lab ility of  these or  like commodities 
for export and  is made on the  condition that  no exports  of such commodities 
wil l be made from Chile dur ing the period  that  the  commodi ties are being 
impo rted an d utilized.

4. I t is understood t ha t the  sale o f surp lus  a gri cultu ral  commodities under this 
Agreement is intend ed to ass ist  in meeting Chilean requ irem ents  for  agricul
tu ra l commodities through December 31, 1961. It  is fu rth er  understood tha t, 
recognizing that  the Government of Chile, particu lar ly in view of that  Govern
men t’s curre nt efforts to repa ir the  dev asta tion  created by the  recent ea rth 
quake disaster,  may require  add itio nal  qua nti ties of surplus agricult ura l com
modit ies dur ing  calendar year 1962, the  Government of the  United States will 
give sympath etic  cons ideration  to any reques t by the  Government of Chile for a 
subseque nt Agreement  f or the  sale of sur plu s agric ult ural commodities intended 
to ass ist  in meeting Chilean require ments for  agr icu ltu ral  commodities during 
cale nda r year 1962, to the extent  th at  the Act is fu rthe r extended af te r Decem
ber  31, 1961, th at  surp lus agric ult ural commodities are ava ilab le for  such sale, 
and  t hat  mutua l agreemen t can be reached  as to the  terms  of sale  and the uses 
of local currencie s the reun der.
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ART ICLE I I . US ES  OF ESCUDOS

1. The two Governments agree tha t the escudos accruing to the Government of 
the United States of America as a consequence of sales made pursu ant to this 
Agreement will be used by the Government of the United States of America, in 
such manner and order of priority as the Government of the United States of 
America, shall determine for the following purposes, in the amounts shown:

a. For United States  expenditures under subsections (a), (b), (c), (d) , (f) , 
(b) , (i) , (j) , (k) , (1), (m) , (n) , (o), (p) , (q),  and (r)  of Section 104 
of the Act or under any of such subsections, the escudo equivalent  of $5.78 
million.

b. For a loan to the Government of Chile under subsection (g) of Section 
104 of the Act, the escudo equivalent of not more than $23.12 million for financing 
such projects to promote economic development, including projects not heretofore 
included in plans of the Government of Chile as may be mutually agreed. In 
the event tha t agreement is not reached on the use of the escudos for loan pur
poses within three  years  from the date of this agreement, the Government of 
the United States of America may use the local currency for any purposes 
authorized by Section 104 of the  Act.

2. In the event the total of escudos accruing to the Government of the United 
States of America as a consequence of sales made pursuant  to this agreement is 
less than the escudo equivalent  of $28.9 million, the amount available for a loan 
to the Government of Chile under Section 104(g) may be reduced by the amount 
of such difference; in the event the total escudo deposit exceeds the equivalent 
of $28.9 million, 80 percent of the excess will be available  for a loan under 
Section 104(g) and 20 percent for any use or uses authorized by Section 104 as 
the Government of the United S tates of America may determine.

ART ICLE II I . DEPOSIT OF ESCUDOS

The deposit of escudos to the account of the Government of the United States  
of America in payment for the commodities and for ocean tr anspo rtation costs 
financed by the Government of the  United S tates  of America (except excess costs 
result ing from the requirement tha t United States-flag vessels be used) shall be 
made at  the rate of exchange for United State s dollars generally applicable to 
import transactions  (excluding imports granted a preferentia l rate ) in effect on 
the dates of dollar disbursement by United States  banks, or by the Government 
of the  United States of America, as provided in th e purchase authorizations.

ART ICLE TV. GENERAL UN DERTAK ING S

1. The Government of Chile agrees tha t it will take all possible measures to 
prevent  the resale or transshipment to other countrie s or the use for other than 
domestic purposes (except where such resale, transshipment or use is specifically 
approved by the Government of the United States  of America), of the surplus 
agric ultu ral commodities purchased pursuant  to the provisions of this Agree
ment, and to assure  that the purchase of such commodities does not result  in 
increased availability of these or like commodities to nations  unfriendly to the 
United States of America.

2. The two Governments agree tha t they will take reasonable precautions  to 
assure tha t all sales o r purchases of surplus agric ultural commodities, p ursuant 
to the Agreement will not displace usual market ings of the United States of 
America in these commodities, or unduly disrupt world prices of agricultural 
commodities or normal pat tern s of commercial trad e with friendly  countries, 
these matters being covered in the memorandum of understanding  accompanying 
this  Agreement.

3. In carrying out this Agreement, the two Governments will seek to assure  
conditions of commerce permitting priva te traders to function effectively and 
will use thei r best endeavors to develop and expand continuous marke t demand 
for  agricultural  commodities.

4. The Government of Chile agrees to furnish, upon request of the United 
States  of America, in formation on the progress of the program, pa rticu larly  with 
respect to the arrival and condition of commodities and the provisions for the 
maintenance of usual marketings, and information relat ing to exports of the 
same or like  commodities.
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ARTICLE V. CON SUL TAT ION

The two Governments will, upon the request  of either of them, consult  regard
ing any mat ter relating to the application of th is Agreement or to the operation 
of arrangements carried out pursuan t to this Agreement.

ART ICLE VI. ENTRY IN TO  FORCE

The Agreement shall enter into force upon signature.
In witness whereof, the respective representatives,  duly authorized for the 

purpose, have signed the present  Agreement.
Done at Santiago in duplicate in Spanish and English this eighth day of 

November, 1960.
For the Government of the United States of America:

(S) Walter Howe.
For the Government of Chile:

(S ) German Vergara.
Memorandum of Understanding

In view of the effect on the economy of Chile of the recent natura l disasters, 
the Government of the United States of America and the Government of Chile 
agree tha t the sales of surplus agric ultural commodities under this Agreement 
will not displace usual marketings of the  United States of America in these com
modities or unduly disrup t world prices of agricultural commodities or normal 
patte rns of commercial tr ade  with friendly  countries. Accordingly, it is agreed 
tha t no fixed amounts of commercial imports of wheat, tobacco, or feed grains 
shall be stipula ted herein, it being expressly understood tha t such omission 
has been decided upon purely on the basis of the Government of Chile’s financial 
position regarding foreign exchange resources and its need to devote al l possible 
resources to the task of rehabilitating  the  area devastated by the disas ters while 
mainta ining financial stability. It  is also agreed tha t this does not in any way 
consti tute a precedent for any future  agreement. With respect to vegetable 
oil and cotton, i t is understood that imports thereof, under this Agreement shall 
be over and above usual  commercial imports from the United States and other 
free world sources of 10,000 metric tons of vegetable oil during calendar  year 
1961 and 69,000 bales of cotton during the period August 1, 1960, through 
December 31, 1961.

Republic of Chile,
Ministry of Foreign Relations,

Santiago, November 8, 1960.
No. 14867
His Excellency Walter Howe,
Ambassador Extraordinary and Plenipotentiary of the United States o f America, 

Santiago, Chile.
Mr. Ambassador: I have the honor to acknowledge receipt of Your Excel

lency’s note of this date, the text  of which reads as follow s:
“I have the honor to refer to the Surplus Agricultural Commodities Agree

ment between the Government of the United States of America and the Govern
ment of Chile signed today.

“I wish to confirm my Government’s understanding of the agreement reached 
in conversations which have taken place between this Embassy and the Gov
ernment of Chile with respect to the use of escudos accruing under the present 
Agreement, for agricultural marke t development purpose, by the Government 
of the  United States of America under  Section 104(a) of the Agricultural Trade 
Development and Assistance Act, as amended.

“It  is understood tha t the Government of Chile will provide facilities  for the 
conversion of escudos into other currencies up to two percent of the total amount 
specified in Article I of the present Agreement. These facilities for conversion 
are  needed for the purpose of providing funds to finance agricultural market 
development activities of the Government of the United States of America in 
other countries.



“I should app reci ate Your Excellency’s confirmation of the  presen t understanding.
“Accept, Excellency, the  renewed assurance s of my highest conside ration.”In  thi s connection, I have  the honor to inform Your Excellency of my Gov

ernm ent’s acceptance  of the term s of the  note transc ribed above; accordingly, the  presen t note and  Your Excellency’s note  con stit ute  an  agreeme nt between our two c oun tries on th is ma tter .
I ava il myself of the opportu nity  to renew to Your Excellency the  a ssurances  of my highest a nd most dist inguish ed consideration.

(S )  Ger m an  Vergara .
Mr. Manx. One Public Law 480 agreement was signed in Jun e 

1960. I t provides for 45 percent of the local currency proceeds for 
economic development in Chile.

The other  was signed in November 1960, and it provides 80 per 
cent fo r economic development.

Mr. Rhodes. I s any pa rt of this to support the currency of Chile, 
directly ?

Mr. Mann. No, sir. It  has the indirect effect of increasing thei r 
dollar  reserves which are very low right now.

Mr. Rhodes. I s there any black marke t in escudos ?
Mr. Mann. No.

TA X ST RUCT URE  OF  C H IL E

Mr. R hodes. Do you have any statements  concerning the tax struc
tur e of Chile you could submit for the record—a brief  s tatement de
scribing the tax structure?

Mr. Mann. We will do that.
(The in formation follows:)

T h e  Ch il e a n  T ax  S yst em

Con sistent with Chile’s un ita ry form  of government, all  taxe s, whethe r direc t or indi rect , nat ional or munic ipal, are levied by the  Nat ional Congress. 
From  the  revenue standpo int,  the  most important groups of Chilean taxes are  income tax , the  sales tax . and tax es  on fore ign trade,  the  three  toge ther  account ing for  more than  GO perc ent of Chilean Government revenues. The fol
lowing tab le shows estimated revenues  of the  Chilean Government, by source, in1960.

MillionsA. Tax revenues : of escudos1

1. Direct tax es______________________________________________ 188
(a ) On pe rson s______________________________________  31
(&) On firms_________________________________________ 68
(c) On cop pe r_______________________________________  63
(</) On pro per ty________________________________________  26

2. Ind irect ta xes_____________________________________________ 510
la ) On sales ---------------------------------------------------------------- 177
(b )  On prod uction_____________________________________  62
(c) On services and  oth ers_____________________________ 71
(d )  On jur idi cal ac ts__________________________________  34
(e)  On foreign trad e------------------------------------------------------- 166

To tal ____________________________________________ 698
1 1.0 5 es cu do s eq ua l US $1.
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There are six different categories  of income tax , depend ing on the  source of 
income, e.g., rea l esta te, investment,  sal ari es and wages, etc. Income with in 
each category is subject to tax ation at  specific rates,  bu t the  total income of an 
individual is also  subject to a so-called global  complemen tary tax , or sur tax , 
based  on a sliding scale of rate s. The gen era l ra te  of sales  tax  is 5 percent , 
although this is reduced or abolished for  c ert ain  es sential  goods and  is increased 
to 15 p ercent on luxury  goods. Taxes on fore ign t rade  include not  only import 
and  export dut ies but  also an ad valorem imp ort tax  and specia l import sur 
charges.

As indicated above, th e rat es  of tax ation  vary , depend ing upon the  type of tax 
involved. However, a rough app roxima tion  of the  total  tax ra te  can be ob
tained  by comparing 1960 tax  revenues of approximately 700 million  escudos 
with the estimated 1960 GNP of 3,750 millio n escudos. The  resulting tax rat e 
as a function of GNP is approximate ly 18 percent .

STATUS OF CHILEAN INTERNATIONAL MONETARY FUND STANDBY 
ACCOUNT

Mr. Rhodes. Why has not Chile taken its Inte rnat iona l Monetary 
Fund standby account down ?

Why have they not drawn i t ?
I note from the justification the ir foreign  exchange reserves are 

very low.
Mr. Mann. My inform ation is tha t they have drawn down $25 mil

lion, which I suppose is the first tranche , and they have also drawn 
$16 million in Argentine pesos.

Mr. Rhodes. They have drawn ?
Mr. Mann. They have drawn $25 million, and $16 million in 

Argentine  pesos.
Mr. Rhodes. H ow much is left  ?
Mr. Mann. $50 million.
Mr. Rhodes. Will there be furt her  requests fo r money for loans to 

Chile on this  same project, or will the $100 million be the total of 
requests for Congress for ap propr iation s under this title ?

Mr. Mann. We antic ipate this will be the to tal request to Congress 
for appropr iation s for the  earthquake damage.

Mr. Rhodes. Tha t is all, Mr. Chairman.

POSSIBLE USE OF DOLLAR CREDITS TO PURCHASE U.S.  EXPORTS

Mr. P assman. On page 14, and I  am quoting from the justifica
tion, the last sen tence:

The Chilean Government has  given ass ura nce  th at  the  app rop ria ted  fund s 
will  not  be used to enhance the ir reserve position unduly.

What do you mean by tha t ?
Mr. Mann. Well, sir, th is means tha t since most of the expenditures 

for  rehab ilitation are in local currency that this will have the effect 
of increasing their dolla r reserves. On the other hand, we intend to 
negotia te an agreement that this $100 million will be used, as the 
justification says, will be used for reconstruction  of the devastated 
area and will also enable Chile to  purchase U.S. goods.
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Mr. P assman. But,  does it not follow th at Chile earns dollar credits 
from its exports ?

Mr. Mann. Yes, si r; they do.
Mr. P assman. That is, either directly or indi rectly  ?
Mr. Mann. They earn dollar credits and other convertible cur

rencies.
Mr. Passman. And they buy considerable American goods with 

those dollar credits?
Mr. Mann. Yes, sir ; they do.
Mr. P assman. There  are no restrictions on how they spend their 

dolla r c redits from exports ?
Mr. Mann. That is correct.
Mr. Passman. So, if you make an  appropriation  such as this, which 

in real ity is at least a first cousin to a grant, they could take this 
appropr iation without rest rictions and buy what American goods they 
need, which would release the ir earned dollars to do with whatever 
they pleased? Would not one offset the other, if they were to  use 
tha t system ?

Mr. Mann. That is correct.
Mr. Passman. This, then, is just wasting  a lot of ink prin ting  it, 

is it not?
Does tha t same type of situa tion not apply all over the world ?
Mr. Mann. Mr. Chairman, this is true. There is, however, a pos

sibili ty tha t the NAC will decide to ask for repayment in dollars, in 
which event this would cancel out.

Mr. Passman. I say this respectfully: I never have thought when 
one said “bureaucrats,” there  was anything uncomplimentary about 
th at ; but  I  must say tha t our representatives in the executive depar t
ment have succeeded in pull ing the wool over the eyes of a lot of 
people about “Buy America .” There are only some seven nations of 
the world, other than those in tropica l Africa, but what earn sub
stan tial dollar credits from exports, eithe r directly or indirectly. 
They will take the money we give them and it is restric ted by what 
they need; but you release al l the dollars they earn, directly and in
directly,  from their  exports. So, who are we kidding ?

Mr. Mann. We do not intend to kid you, Mr. Chairman.
Mr. Passman. I know you do not, but you do see my point of re fer 

ence ?
Mr. Mann. Yes, si r; I  see it.
Mr. Passman. We are just deluding ourselves.

CHIL EA N GROSS NA TI ONA L PROD UCT

What  is the  estimated gross national product of Chile for calendar 
year 1961 ?

Mr. Mann. Fou r billion escudos, or a  li ttle  less than  $4 billion.
Mr. L abouisse. Fo r 1960 i t is estimated  tha t the GNP will be about 

3,950 million escudos.
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Mr. P assman. Convert tha t to dollars. What would be the dollar 
equivalent?

Mr. Labouisse. About $3.75 billion.
Mr. Passman. This is rather  informative : In 1956 the GNP was 

$2,691 million; in 1957 it was $2,769 million ; in 1958 it was $2,818 
million; in 1959 it was $2,950 million, and in 1960 it is up to $4 
billion.

Mr. MacPhail. I think those figures are from an earlier book and 
were converted to dollars from the 1958 price level. I think these 
figures we a re giving you a re adjusted to more cur rent  prices.

Mr. Passman. This is the 1958 price, and we were told tha t there 
was not any black market or runaway inflation there.

Mr. McP hail. Chile had a more than 30-percent inflation, or 
higher  than  that—a 38-percent inflation in 1959.

Mr. Passman. You supplied these figures in 1958, and this is what 
you would expect us to base our recommendations upon.

Mr. MacPhail. Based upon the p rice level of 1959, it works out for  
1958 to $3,833 mililon, or approximately 38 percent  higher than $2,818 
million.

Mr. P assman. Then, i t is still growing, n otwi thstanding th is catas
trophe. The gross national  product is going up. Is the per capita 
income going up?

Mr. Mann. No, sir. The first par t of your question is probably 
correct, Mr. Chairman, but the per  capita  income in the last  2 years 
has not been going up.

Mr. Passman. But the gross national product is going up ?
Mr. Mann. Yes, sir; that is probably correct.
Mr. L abouisse. I gave a figure of $3.75 billion for 1960. That was 

in terms of  the 1959 GNP and the relative comparative figure for 1959 
would be $3.87 billion and for 1958 it would l)e $3.83 billion. There is 
a slight change, but not much in terms of escudos.

Mr. P assman. Are you going to b ring your justifications up to date 
before you come before tlie committee with the worldwide aid pro
gram ?

Mr. MacPhail. Yes, sir.
We will have them all adjusted to current prices, sir.
Mr. Rhodes. Actually, what we do is to buy $100 million worth 

of escudos which we then lend to Chile to complete these projects 
or similar  projects and Chile then has the $100 million in its treas
ury of foreign exchange for which i t can buy anything  which dollars 
will buy? It  can eithe r buy in the United States  or buy in some 
other country  ?

Mr. Mann. Sir, this $100 million  will be used, as the Chileans have 
indicated to us, to buy U.S. exports. But, what  the chairman said 
is also true—that this releases othe r dollars that presumably they 
might have used, partially, for other  things.

Mr. P assman. We are grateful  for  your frankness.
Mr. Rhodes. Yes; we have recognized this for quite some time..
Mr. Mann. It  is not new.
Mr. P assman. Off the record.
(Discussion off the record.)
(The committee stands recessed until fu rther notice.)



317

T hur sday, M arch  23, 1961.
DE NI AL  OF 1962 BUDG ET INF ORMATIO N TO COMM ITTEE

WITNESSES
HENRY LABOUISSE, DIRECTOR, INTERNATIONAL COOPERATION 

ADMINISTRATION
THOMAS NAUGHTEN, DIRECTOR OF ICA MISSION TO THAILAND 
RALPH FISHER, THAILAND DESK OFFICER, OFFICE OF FAR FA ST  

REGIONAL OPERATIONS
SHERWOOD FINE, CHIEF, CAMBODIA-LAOS-THAILAND-VIETNAM 

DIVISION
D. A. FITZGERALD, DEPUTY DIRECTOR FOR OPERATIONS, ICA 
LESLIE GRANT, ASSOCIATE GENERAL COUNSEL, ICA 
WILLIAM SHEPPARD, REGIONAL DIRECTOR, OFFICE OF FAR EAST

ERN OPERATIONS
J. WALDEN, ASSISTANT DIRECTOR OF PERSONNEL, ICA

Mr. P assm an . The  subcommittee wi ll come to order.
Th e purpose of the session this afternoon  is to clear up some 

fund amenta l matters, and to estab lish fo r the record the iden titie s of 
those who are responsible for , in my  opinion, dire ct violation of  the 
law.

I want to read into the record at this  point the aut hority  for the 
Committee on Ap pro pri ations, and subcommittees of  the fu ll com
mittee,  to tra vel  for  exam ination of  appropriat ions estimates.

Sect ion 1314 of  the Sup plemental Ap prop ria tio n Act  fo r 1954 
(Pub lic  La w 207, 83d Con g.) states as fol low s:Sec . 1314. Fun ds made ava ilab le in this  or any other Ac t sha ll hereafter  be ava ilab le for  exam inatio n of estimates of approp riations in the field and the use of such funds for  such purpose sha ll be subject only to regu latio ns by the stand ing committees  concerned.

Under  this  permanent authorization, and under annual author iza
tion pre viously , members of  the committee have been exam ining 
various programs and act ivit ies  in the United States  and overseas  for  
a period of  many years.

Na turally , in carry ing out its responsibi lities , the committee has 
had to tr ave l; and since the inception of  the for eig n aid program in 
1947 this  subcommittee has been required to travel  much more ex
tens ively, since we are giving  the U .S. tax payer s’ money to pra ctically 
eve ry country in the world. I feel  that it is our resp onsibil ity, as 
the people’s representatives, to tra vel and examine these programs 
and act ivit ies  wherever they may be.

In  the past, it has been our experience, wherever we have been, th at 
the ope rat ing  officials have been cooperative in supp lyi ng  the sub
committee the info rma tion  it requested, not only  on past programs 
and appropriati ons, but also as to fut ure  estimates of appropriat ion 
requests. Th at  situation was true  with  respect to this  subcommittee 
all durin g the calendar  yea r of  1960 wit h the excep tion of  our IC A  
officials in one country.

A s you know , this subcommittee made a tri p around the wo rld  1%$$ 7^ 
fa ll,  vis iting  in various countries, and discussed our aid proar^fri with  ' 
many of  the ope rating  officials. As  I  have  indicated, \ye received 
fu ll and complete info rmation  with the one excep tion mentioned.
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One of the countries which we visited last fall was Thailand. 
During th e course of the  discussions in Bangkok, the committee asked 
for the estimated total amount of funds being requested by the mission 
for inclusion in the fiscal year 1962 budget.

We were informed tha t pursuant to instructions from ICA, Wash
ington, such information could not be divulged to the committee.

This has been a rath er lengthy introduction to my specific question, 
which is: Why was an instruc tion advising the mission to withhold 
information from the subcommittee transmitted from Washington to  
the field ?

Mr. F itzGerald. May I answer that question ?
In  the cable, copy of which I  am sure  the  committee has, the cable

of Bangkok ,--------, dated Sep tem ber----- , 1960, the four th sentence
rea ds :

Materia ls relating to budget aspects, fiscal year 1962 program, may not be 
disclosed.

This was an instruction to the mission and Mr. Naugliten was 
proper ly acting under the instructions from ICA,  Washington.

The instruction given to Mr. Naugliten was based on Bureau of 
the Budget Circula r No. A-10, and I will read the appropr iate  para 
graph f rom tha t circular, and leave the circular with the committee.

3. Restrictions on disclosure of agency estimates.—All budget estimates and 
supporting materia ls submitted to the Bureau of the  Budget a re privileged com
munications. Their confidential natu re must be maintained, since they are 
the basic data and work sheets in the process by which the President resolves 
budget problems and arrives  at  conclusions with respect to his recommendations 
to the Congress. The head of each agency is responsible for preventing dis
closure of such information except on request in formal appropria tion hearings 
and when requested by Members of the Congress in connection with thei r con
sidera tion of the budget after  its transmitta l.

I should like to underline  “after its  transmitta l.'’
Our instruct ions to Mr. Naugliten were based on this instruction 

we have from the Bureau of the Budget.
I have today, on learn ing of the subject matter of this hearing, 

Mr. Chairman, queried the Bureau  of the Budget to determine 
whether this circula r is st ill valid, and 1 was informed tha t it is still 
valid, and th is is still the ou tstanding instructions under which we are 
required to operate.

Mr. Passman. Did the circu lar deal with one country only ?
Mr. F itzGerald. No, sir; i t did not.
Mr. Passman. Why did you not send out the same instructions to 

the other countries in which we examined the IC A program ?
Mr. F itzGerald. The other countries should already have had 

tha t information because we have sent it out in a general ci rcular.
Mr. Passman. When ?
Mr. F itzGerald. I would have to find it in the files, but  I can get 

it for  you and submit it for the record.
Mr. Passman. Would your statement  mean, then, that  this com

mittee would no longer be ent itled to examine records, or check pro
grams, in the countries where we have ICA missions?

Mr. F itzGerald. That is not-----
Mr. P assman. Where do you sta rt and stop with respect to this sub

committee’s authority to go out and examine programs?
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Mr. F itzGerald. The prohibition  tha t we have here, sir, is not to 
make available budget mate rial unt il the budget has been trans
mitted to the Congress.

You are perfectly free, and the committee, of course, should, and 
obviously we wish it  to, visit the field and ask any pe rtine nt questions 
tha t it  wishes dealing with any aspect of the program. The only 
limitat ion we are under, we are not permitted to supply you with 
budge t estimates-----

Mr. P assman. Do you have copies of any other  telegrams you have 
sent out ?

Mr. F itzGerald. If  I  may-----
Mr. P assman. If  I may finish my question.
This  subcommittee went into several countries ?
Mr. F itzGerald. Right .
Mr. P assman. We examined several programs, both under ICA and 

the military. Af ter  leaving Mr. Naugh ten’s office we went directly 
to the  mil itary  mission. They said, in effect, “We are going to comply 
with the law. There is nothing to p rohib it this MAAG from g iving 
you the information for the fiscal year 1962, and we will also project 
it for 5 years.”

Do you have copies of any telegrams you sent to ICA  missions in 
Jap an,  or Formosa, or any other  countries included in our itinerary?

Mr. F itzGerald. I can ge t them.
Mr. Passman. We shall suspend the hearings unti l you g et copies 

of the messages that went to  the missions in J apan  and Formosa and 
Lebanon and Ita ly and the other countries we visited. We want to 
see copies of the cables tha t went out on the same date as the one to 
the mission in Thailand.

Mr. F itzGerald. Mr. Chairman, I am not sure there is a cable in the 
files tha t went out on the same day this  cable went out.

Mr. Passman. Wi th respect to our trip , denying this committee 
information.

Mr. F itzGerald. This cable went out in response to a specific incom
ing request from the mission.

Mr. P assman. That is something different.
Did you receive a request from the mission, asking ICA  W ashing

ton to in struct them not to give us the inform ation ?
Mr. F itzGerald. We did not. We got a request from the mission 

asking us to advise them what  information they were not  authorized  
to give.

Mr. Passman. This action o riginated in the field, and not  in Wash
ington, with respect to this  par ticu lar tri p and this  par ticu lar 
examination ?

Mr. F itzGerald. Wi th respect to this pa rticular outgoing cable, tha t 
is correct.

Mr. Passman. You said a moment ago tha t you had similarly in
structed other ICA  agencies in the countries which we visited.

Mr. F itzGerald. I said we had sent a general instruction-----
Mr. P assman. Let us deal specifically.
You know what countries we visited. ICA, with the State Depart

ment, arranged many of the details of the trip . Why would you 
single o ut one country of the many we visited for examination?

67615— 61 -------21
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Mr. F itzGerald. Mr. Chairman, we sent out a message to all mis
sions advising the missions tha t the committee was making  this itine r
ary and these visits. In  addition, in  response to an incoming request 
from the Thailand mission, we sent out an additional cable to 
Thailand.

Does that answer your question, Mr. Taber ?
Mr. Taber. Tha t does not answer what I  had in mind.
Mr. Passman. We want to see the telegrams you sent to the other 

missions that would be substantially th e same as this one.
Mr. Taber. What I want  to find out is thi s: Was the sending of 

the original telegram which went out timed to coincide with the trip  
of th is committee ?

Mr. F itzGerald. There are two sets of telegrams involved here, 
Congressman Taber.

The first is a general instruction to all missions, and tha t was not 
timed to coincide with the tri p of this committee.

There is a second cable that  went out to all the missions that the 
committee was to visit and th at circu lar cable was timed to anticipate 
the visit  of this  committee.

In  the case of Thailand, there is a thi rd cable which went out in 
specific response to a request from the mission. We will get all  three 
for you.

Mr. Passman. Why did not the second message tha t you sent out 
to each country deal specifically with prohibiting the same type of 
information to this subcommittee ?

Mr. F itzGerald. Because i t had already been covered in a general 
circular.

Mr. Passman. Why did you not cover it  all in the  original instruc
tions? Why would you single out Bangkok as a place to withhold 
information ?

Mr. F itzGerald. We responded specifically to an incoming inquiry 
from Bangkok.

Mr. Passman. Who made the inquiry from Bangkok ?
Mr. F itzGerald. As f ar  as we are concerned, the cable was signed 

by the director of the mission in Bangkok.
Mr. P assman. Who is he ?
Mr. F itzGerald. Mr. Tom Naughten.
Mr. Passman. Mr. Naughton, did you send a request to Wash ing

ton asking them to fort ify you with a telegram prohibiting you from 
giving us information in compliance with  the law, as I read i t earlier ?

Mr. Naugiiten. In  answer to the question, I should say this : In 
anticipation of your arrival, and wanting to clari fy what  I could 
and could not make available—we had  already received instructions 
from Washing ton having  no relationship to your visit, but covering 
the General Accounting Office team in which it specified certain  types 
of data could not be made available to the GAO team, and in view of 
the fact  the incoming message concerning your arrival specified you 
would be interested in budget estimates and not having in mind clarifi
cation o f what was meant by “budget estimates,” I asked Washington 
for clarification as to anticipated  types of material  that might be asked 
for  by the committee.

There were various items identified in my inquiry such as a pa rticu 
lar  survey repo rt tha t had been made by a consulting team, personnel
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files, and this particular  matte r of the fiscal year 1962 budget estimates. It  was an effort on my pa rt to clar ify my responsibility so I knew exactly what  I  could do, and what  I  could n ot do, and not my having any reason to feel I  could or could not do. I wanted to have the  clari fication on the record so when you came to Bangkok I could say, Mr. Chairm an, I am delighted to be able to give you this; on the otherhand, whatever  this other material is, I do not know, but-----
Mr. Passman. You fortified yourse lf with a telegram tha t prohibited you from discussing any pa rt of the 1962 program, as to the amo unts ; th at  is, the planned programs  and the allocations for projects  in the country ?
Mr. Naughten. There was no intent to for tify  ourselves.Mr. P assman. You use whatever word you want. I used the word “for tify”. You could not disclose any information to us with respect to the 1962 program?
Mr. Naughten. Exactly.
Mr. Passman. As to the amounts, the programs, and the projects?Mr. Naughten. Exactly, sir.
Mr. Passman. It  was a waste of money for us to go there  as fa r as the purpose of examining the futu re programs and projects  was concerned.
Mr. Naughten. I was prohibi ted by those instructions.Mr. Passman. By request?
Mr. Naughten. I requested clarification as to the  limitation, or lack of limitation.
Mr. Passman. Let me state for the record at this point  that the 1CA personnel in tha t country had been demoralized. You were transferr ing  them out almost as f as t as you could get plane reservations, and you were demoting them. I think that you and I understand  i t was a sad s ituation which we found there. Some personnel were scheduled to get out ahead of our arrival, but we held them up by telegram. However, when we did arrive there  it was found tha t you had already ordered one of your men, parti cula rly, to E ast  Pakistan. In  this  case, we held his replacement at Honolulu unti l we could ge t back to  Washington and discuss the mat ter with Secretary Dillon.
Are you familiar  w ith tha t case?
Mr. Naughten. I am, sir. I t was the transfer to Pak istan tha t was held up. That man is s till in Bangkok.
Mr. Passman. I have Mr. Dillion’s telegram, stat ing tha t his replacement was being detained in Honolulu until we could retu rn to Washington and discuss the situation.
Mr. Naughten. Exact ly, sir.
Mr. Passman. When 1 explained to Mr. Dillon what  happened with regard to the withholding of information he said tha t such action was contra ry to his unders tanding, and that we were entitled to the in formation which we sought.
Mr. F itzGerald. I do not  remember th at par ticu lar interpretation  on Mr. Dil lon’s language. I would like to add fo r the record, thi s was not a “put up” job to deny this committee p arti cular inform ation in Bangkok.
Mr. P assman. That is your in terpretation.
Mr. Taber. W hat  kind of a job was it?
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Mr. F itzGerald. That was in response to a specific request from 
the field for  instruction, and we are required by the Bureau of the 
Budget to advise.

Mr. Taber. Did you communicate with the subcommittee they 
would not be allowed to get any of this information from your people 
out there before they started? You knew they were going. How 
did it happen you did no t communicate with them and te ll them they 
would not be allowed to talk to these people ?

Mr. F itzGerald. Congressman Taber-----
Mr. Taber. I do not understand th at at  all.
Mr. F itzGerald. The instruction we sent to the field was in accord

ance with the instruction  we have from the Bureau of the Budget, 
and it was limited explicitly and specifically to the budget  aspects of 
the fiscal year 1962 program. There  was no prohib ition on the  mis
sion from discussing other aspects of our ICA  program.

Mr. P assman. Something in the past.
Mr. Taber. Wha t else would they be out there fo r ?
Mr. F itzGerald. They could discuss other aspects of the 1962 p ro

gram. The prohibition we are working under  is on the budget as
pects of the 1962 program.

Mr. R hodes. I was not present at the time in  Bangkok. However, 
the interpreta tion of this part icular circular is interesting to me. 
Suppose I had been there and asked Mr. Naughten these questions: 
“Mr. Naughten , how much did you spend on the Friendsh ip Road 
last fiscal year?” He would have given me an answer, “A certain 
number of dollars.”

I would say, “Mr. Naughten, how much do you estimate the Fri end 
ship Road will cost in tota l ?” He would give me a number of dollars.

Then  I would say, “Mr. Naughten, how much do you expect to 
spend on this in fiscal year 1962?” and if I understand your answer, 
his answer would have to be, “Sir, I  cannot give you that  information.”

Mr. F itzGerald. That is right .
Mr. R hodes. I could go on and say, “Mr.* Naughten, you have spent 

how many dollars already on th is? ” He would give me a figure.
Then I would say, “Mr. Naughten,  we are going to finish this  in the  

yea r 1963. Obviously, if the final cost will be x dollars, and you have 
spen t y  dollars, then the difference is z dollars, and will this be the 
amount you will spend in 1962?” And Mr. Naughten will have to say, 
“Sir, I  cannot give you tha t information.”

Is  tha t your interp retation of the circular?
Mr. F itzGerald. Th at is the in terpretation .
Mr. P assman. Did you know tha t this subcommittee had planned 

the tr ip  to the Fa r East la st year?
Mr. F itzGerald. I did indeed.
Mr. P assman. Why did you not inform the committee in advance 

of our depar ture tha t we would not  be able to get the informat ion wTe 
were going out to get ?

We were going out to examine programs, past, present, and future , 
tying one to the other.

Why did you not aler t the subcommittee we would be deprived of 
that, information when we arrived in Bangkok? You were here, I 
believe, one day before our departure?

Mr. F itzGerald. I was indeed.
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Mr. P assman. Did you say anything about the fact tha t you knew 
we were going out to seek informat ion as to the programs, past , pres
ent and future? Did you tell us then tha t we would be unable to get 
the informat ion ?

Mr. F itzGerald. The meeting I had with you before you went out, 
Congressman Passman, was concerned primarily , exclusively with 
another matter.

Mr. Passman. That is correct, but  I  asked you a question. I  was 
not discussing any other matte r. I asked, d id you at any time alert  
the committee tha t we would not be given the inform ation  we were, 
going out to get ?

Mr. F itzGerald. I did not a lert  you.
Mr. P assman. Thank you, sir.
A£r. F itzGerald. I did not alert  you because the advice I  had from 

you was you were going out to investigate  the  m atte r t ha t was being 
discussed by the committee that  day.

Mr. P assman. Dr. FitzGerald, you have been dealing with th is sub
committee for years. You knew we were going out to inspect these 
programs. It  was the program of Oregon State College in Thailand 
tha t you attempted to defend all the way through, and it was so rotten 
it finally fell of its own weight.

We went out there, and we tried to bui ld up the morale of  the people, 
assuring them tha t in the end right would prevail.

Of course, I repeat, the Oregon State  College project there did fall 
of its own weight. But, with respect to ICA  officials out  there who 
had the patriotism and the courage to point out the weaknesses of the 
Oregon State  College operations in Thailand, you star ted their heads 
rolling, and they were scattered all over the country. Those are facts 
which can be established in no uncertain  terms.

I thin k our Ambassador, and in all probab ility your Thai land  mis
sion director , will concur in what I  said, to  the effect that ICA,  Wash
ington, insisted on vetoing  ICA, Bangkok, and the committee had to 
finally smoke it out. It  was rotten, and you d id not negotiate any new 
contrac t with Oregon S tate College in Thailand.

Mr. Montoya. Dr. FitzGerald-----
Mr. F itzGerald. I don’t want to inte rrupt you.
We went all over this at some length. ,
Mr. P assman. I know this. I want the record to indicate tha t there 

was something in Thailand which you possibly though t this committee 
should not see, or else this cablegram would not have gone out.

Mr. F itzGerald. Tha t is just  not correct.
Mr. P assman. You have a right to your own defense.
I yield to the gentleman.
Mr. Montoya. As I understand your testimony, you sent this gen

eral instruction to all the missions some time before th is t rip.
Mr. F itzGerald. Oh, yes, sir.
Mr. Montoya. In -----
Mr. F itzGerald. Perhaps years  ago.
(The message referred to was sent on September 17, 1957.)
Mr. Montoya. That is more or less of a standard  and standing 

instruc tion, right?
Mr. F itzGerald. Yes.
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Mr. Montoya. Now, this  committee traveled  and visited other mis
sions in different parts  of the world during t ha t tr ip,  an d it was able, 
as I understand, to obtain the inform ation which was specifically pro
hibited to  them in Bangkok.

Have you done any thing  about the vio lation of  those instructions in 
those other places ?

Mr. F itzGerald. This is the  first time it has come to  my attention 
that  instructions were being violated.

Mr. Passman. I said previously tha t we went direc tly from Mr. 
Naugh ten’s office to the MAAG chief. li e detailed information not 
only on fiscal year 196*2, but fo r a 5-year program.

Mr. F itzGerald. Exactly ; that  is exactly what you said, Mr. 
Passman.

I did not investigate, to answer your question-----

AVAIL ABIL IT Y OF  IN FO RM A TIO N  FR OM  MA AG

Mr. P assman. Did you inquire as to all the other investigations we 
have made over a period of 7 years ?

Mr. F itzGerald. Wh at the MAAG has done ?
Mr. Montoya. I s tha t a violation of your instructions  ?
Mr. F itzGerald. Not our instructions, because we are not respon

sible for  the MAAG.
Mr. Montoya. Presumably other missions have done the same thing 

and divulged advance plans.
Mr. F itzGerald. It  would be a violation of our instructions.
Mr. Montoya. You do not know where there  were such violations?Mr. F itzGerald. I will undertake  to look into it.
Mr. Montoya. Assuming it was a violation and it was done, what 

do you intend to do ?
Mr. F itzGerald. Call the attention of the involved missions to the outstanding  instructions.
Mr. Montoya. Have there been such violations before ?
Mr. F itzGerald. Not tha t I  am aware of.
Air. P assman. Dr. Fi tzGerald,  the ICA and State Departmen t have 

lieen arra ngin g inspection trips  for this subcommittee for the past 
7 years. We have gone into many foreign countries, in all p robabili ty 
as many as 30. There ha te been occasions where we would examine 
the programs of as many as five or six or seven countries on one of 
our tr ips.

This subcommittee last year made three trips , including two to 
the Fa r East , and we got into problems tha t were much more com
plicated than  the one in Thailand. But, without exception, this is 
the first time in all of the years we have made these inspection trips 
we have been denied such information with respect to the program.

Mr. F itzGerald. On the oncoming program, you mean?
Mr. P assman. Yes, sir. Denied specifically in Tha iland, where the 

ugly Oregon State College contract had been uncovered.
Is there anyth ing significant about that,  or was it coincidence tha t 

you picked this country as one for which information should be withheld ?
Mr. F itzGerald. As far as I  am concerned, it was purely coincidental.
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Mr. P assman. When this telegram came from Mr. Naugliten— 
asking you to, and I shall use the word, “ for tify ” him with instruc
tions to deny us tha t information—you knew tha t we had been in 
other countries and were headed for still other countries. Did you 
wire the other countries ahead not to give us the information ?

Mr. F itzGerald. No.
Mr. P assman. You singled out jus t this one country. Why did you 

not—since you found out we were getting into the  programs, and you 
appeared to be very much concerned about what we migh t have found 
out there in regard to the 1962 program—get out the same type of 
cablegrams to nations ahead of us, inform ing the missions tha t we 
would be there and for  them to deny us the inform ation ?

Mr. F itzGerald. The other missions, as did the Thailand  mission, 
had the outstanding instruction. We were responding to a specific 
request. We had no reason to believe the other missions were not 
cognizant with the outs tanding instructions and following them.

Mr. P assman. Do you actually  believe that?
Mr. F itzGerald. I do, indeed.
Mr. Montoya. Mr. FitzGera ld, when was tha t specific request re

ceived in the State  Department for a clarification, or expansion of 
tha t original instruction ?

Mr. Gary. Will the gentleman yield?
Do you have th at telegram ?
I would like to ask tha t all communications with reference to this 

matter be inserted at this  po int in the record.
Mr. Montoya. In  thei r proper sequence.
Mr. Gary. All communications in thei r prope r sequence.
(The informat ion follows:)
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Mr. Montoya. Now, who ordinarily receives this  par ticu lar inquiry  
in your organization?

Mr. F itzGerald. It  will go to the Thailand desk.
Mr. Montoya. Who was in  charge of tha t desk at tha t part icular 

time?
Air. F itzGerald. Mr. Fisher , I  believe.
Mr. Montoya. Will  you state his  full name?
Mr. F isher. Mr. Ralph H. Fisher.
Mr. Montoya. Do you know whether or not he received it himself?
Mr. F isher. Yes; the incoming message from Mr. Naughten?
Mr. Montoya., Yes.
Mr. F isher. Yes; I received it.
Mr. Montoya. Who processed the answer? Give me the name, and 

what steps were taken in the processing of the answer ?
Mr. F itzGerald. The answer was draf ted  by Mr. Fisher , who jus t 

introduced himself, authorized by Mr. Sherwood Fine.
Air. Montoya. Wh at is the titl e of Air. Sherwood Fine?
Air. F itzGerald. Air. Sherwood Fine is division head of the Thai- 

land-Vietnam-Laos-Cambodia division in the  F ar  East.
Air. AIontoya. I s he present here ?
Air. F itzGerald. Yes. I t was approved  by Air. AValden, who is 

here, in draf t. It  was approved by Air. Sheppard, who is here.
Air. AIontoya. AVill you state thei r full names and their  positions, 

please ?
Air. Walden. James T. AValden, Assistant Director of Personnel, 

ICA.
Air. Sheppard. Will iam J.  Sheppard, Regional Directo r for Fa r 

Eastern Operations.
Air. Grant. I am Leslie A. Gran t, Associate General Counsel.
Air. Passman. At  this  point, would it help refresh  your memory 

if we should request Secretary Dillon to join us here ? He would recall 
the complaint which I made in your presence. He was somewhat 
amazed and shocked.

You two agreed in  effect th at we were entit led to this information.
I believe we can ge t Air. Dillon down if it should become necessary.
Air. F itzGerald. That would be your privilege.
Air. E. D. White, who is not here today. He is on a field tri p and 

I think in Africa.
And finally, by myself, D. A. Fit zGera ld, Deputy Director for Op

erations, ICA.
Air. AIontoya. Was there a staff conference among all these in

dividuals before the reply went through ?
Air. F itzGerald. Not tha t I am aware of. There  certain ly were 

some telephone conversations tha t Air. Fish er undoubtedly made be
fore he dra fted  the reply.

Mr. AIontoya. Were all of you aware a t the time when you formu
lated the reply tha t the committee was to be there shortly  there after 
and that  the committee, purs uant to your reply, would be barred  
from receiving thi s information.

Air. F itzGerald. I am sure all of these people were bu t Congress
man, may I say, sir, tha t I am the senior official tha t approved this 
cable and I  take complete responsibility  for it.
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Mr. Montoya. Was there any other  par ticu lar message sent with respect to this subject matter  other than the clarification cablegram?
Air. F itzGerald. Not that  I  am aware of, sir.
Mr. Montoya. Tha t is all.
Air. Passman. I want to address this question to the ICA director in Thailand, Air. Naughten.
First, I shall ask if  you understand, as I  do, tha t there was certain misunderstanding and turmoil with respect to the Oregon State College operation in Thailand? There was a difference of  opinion between ICA-Thailand and ICA-W ashington?  Is tha t a statement of fact  ?
Air. Naugiiten. Yes, sir.
Air. Passman. During the process of dealing with this matter , and with reference to some of those who were ins trumental in establishing what late r was established, with  your help and the help of others, tha t the Oregon State College con tract was no t a proper one to continue, were some of those people who presented this evidence, which doubtless prevented ICA  from entering into a jiew contract,  ordered by ICA-W ashington to be transfe red out of Thailand  prio r to the regular assigned tour there ?
Air. Naughten. I will answer, of course, as I  did in Bangkok, factually  and correctly. The premise of your question, however, I 

should like to leave to itself and answer whether I in my estimation felt tha t any of my personnel assigned to my responsibility in Bangkok who had had some relationship with the contract, whether they were either transferred or under t rans fer,  and the answer tha t I  gave in Thai land was “Yes.”
Air. P assman. At  this part icular time, do you know of any plans underway to make restitution  to those persons so involved who are about to have thei r careers wrecked ?
Air. Naughten. In  one instance the proposed tran sfer which I objected to and the cancellation of which was in accord with your wishes but I, of course, was basically opposed to it, tha t was ki lle d/  Th at man is stil l with me, has another year and a hal f to do in his tour  and is doing a completely satisfactory  job.
Mr. P assman. Prior to my intervent ion-----
Air. Naughten. I had objected to the tran sfer.
Air. Passman. Prior to my in tervention had others connected with the investiga tion into the Oregon State College mat ter been tran sferred out p rior to the termination of their  tour ?
Air. Naughten. No, sir. The o ther individual involved was tr ans ferred but i t was at the end of his tou r while he was on home leave and on consultation here in Washington; the tran sfer  did not originate in Bangkok but at AVashington at th e end of the tour.
Air. P assman. Which was the equivalent of a demotion, not in salary, but in assignment ?
Air. Naughten. Sir, as I unders tand, I do not know officially because w e did not get the trans fer papers  there  but, as I  unders tand it, 

it was a demotion in character of assignment from a deputv to a technician.
Air. P assman. Do you know of any plan at th is time to make rest itution?
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Mr. Naughten. Yes, sir. One month  ago the Director of Person
nel, Mr. Hinderer  was in my mission. We discussed th is because I 
still  have lingering worries about  it. I had heard  unofficially that the 
man was now a technician in another country where he had been dep
uty chief of my mission. Mr. Hindere r also was concerned about it. 
He did not know the facts  on the case, because he did not handle those 
when the transfer  was arrived at. He told  me as soon as he retu rned 
to Washington he would immediately review and take corrective ac
tion. I have been assured in  my trip  here this time he has  undertaken 
that  review and is in process of making determ ination for whatever 
should be done.

Mr. Passman. This individual had something to do with establish
ing a record on the Oregon State College operations in Bangkok ?

Mr. Naughten. He was the deputy chief o f the division which had 
the responsibility of the contract and he, of course, was part of the 
evaluation  of the contract .

Mr. P assman. His  views were not in accord with the views of IC A-  
Washington.

Mr. Naughten. His views were the mission views th at the contract 
had done something but we were not happy with  it.

Mr. P assman. But as f ar  as this individual is concerned, his views 
were different f rom the views of IC A officials in Washington?

Mr. Naughten. I should answer tha t by saying “Yes.”
Mr. Passman. I appreciate tha t, Mr. Naughten . I have always 

believed-----
Mr. Andrews. May I ask a question ?
Mr. P assman. I want to ask one fur the r question, if I may. Who 

made the  de termination as to the man’s status aft er he lef t Bangkok ?
Mr. Naughten. It  was made in Washington, sir. I do not know 

who did it.
Mr. Passman. Dr. FitzG erald , do you know who made the deter

mination ?
Mr. F itzGerald. I can find out. I do not know.
Mr. Passman. You do not know whether you had  anything  to do 

with t ransferring this man to a lesser position ?
Mr. F itzGerald. As fa r as my memory, I cannot. I will have to 

veri fy it.
Mr. Taber. You ought to have all t he consecutive dates in here.
Mr. Passman. This is one of the strangest things with which this 

committee has been confronted. The very people who d id it  do not 
know anyth ing about it.

Mr. Taber. We cannot follow these th ings through unless you have 
it.

Mr. A ndrews. I s there a personnel director here, Mr. Chairman ?
Mr. Walden. Mr. Chairman, I cannot give you a specific answer 

without checking the records. These actions are based on multi
judgments of the Office of Personnel, technical office concerned, in 
this case the Food and Agricultu re Office, and the regional office in
volved in the trans fer. In  accordance w ith the normal procedure a 
panel of representatives of all those offices participated in the  decision.

Mr. P assman. Who in itiated the request to have this man demoted ?
Mr. Taber. Who, when, and  where?
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Mr. Rhodes. Mr. Chairman,  shouldn’t we have the name of the 
man ?

Mr. Passman. I am try ing  to get that now. The ir memoi’y fails 
them.

Mr. Walden. It  is not a matter of memory failing . Tha t can be 
supplied to the committee, I am sure. I had about an hour and a 
half notice on this session this morning.

Mr. Passman. Did you have anythin g to do with it ?
Mr. Walden. I doubt very much if my signature appeared on the 

final document.
Mr. Passman. I did not ask anything about the signature . I asked 

if you had  anyth ing to do with this  tran sfe r and demotion.
Mr. Walden. I personnally did not.
Mr. Passman. Did you have anything to do with it, Dr. Fit z

Gerald?
Mr. F itzGerald. My memory indicates I did not. I want to con

firm that by going through my entire  files.
Mr. P assman. Does your memoi’y serve you ?
Mr. F ine . Yes, sir.
Mr. P assman. Wha t did you have to do with it?
Mr. F ine . Sherwood Fine, Chief, Cambodia-Laos-Thailand-Viet

nam Division. I was involved in a routine way with the action taken 
without  hav ing known Mr. Hamer.

Mr. Passman. We are  talking about Mr. Goodbary.
Mr. F ine . Mr. Goodbary, or who his successor was scheduled to be. 

I acted on the information t ha t was provided for me in the same way 
tha t it was for anyone else involved.

Mr. Passman. Not upon the recommendations of ICA-Bangkok.
Mr. F ine . Tha t was pa rt of the information.
Mr. P assman. Let us get tha t straight.
Mr. Naughten. There was no recommendation of ICA-Bangkok 

for trans fer of  either of those names.
Mr. P assman. Where did the  move originate?
Mr. Naughten. It  originated in  Washington.
Mr. P assman. It  appears tha t we have with us this afternoon those 

who could have been, o r should have been, responsible for this act.
Mr. Rhodes. Let’s get the name of the two men on the record.
Mr. Naughten. Mr. Burl in Hamer, who a t the time of the chair 

man’s visi t was and still is the chief of the food and agricu ltural  divi
sion of the ICA mission to Thailand. He is still there.

Mr. P assman. It  would be proper to state, would it not, that  he had 
orders to tran sfer  out, and tha t by specific request to Thai land from 
this subcommittee they held his replacement in Honolulu until we 
could retu rn to Washington and explain to Secretary Dillon the 
circumstances.

Mr. Naughten. That is correct.
Mr. Rhodes. May we have the other name on the record ?
Mr. Naughten. The other name is Mr. Alan Goodbary, who, in 

Ju ly of 1960, completed his 2-year assignment in Thai land  as the 
deputy chief of the food and agriculture division and who departed 
Thailand  in mid-1960 upon completion of tour for home leave, re
turned to post, or reassignment; the mission in Bangkok had recom
mended his return to Bangkok. While he was on home leave he was 
transfer red to Tegucigalpa,  Honduras, as an agricultu ral technician.



341

Mr. Passman. Was this not a substantia l demotion, for  a person of his prestige  and experience ?
Mr. Naugiiten. Many people would regard i t as such.
Mr. Montoya. Would the gentleman yield ?
Mr. Passman. Certainly .

WEIGHT OF AUTHORITY. FOR EXAMINATION OF ESTIMATES IN THE FIELD

Mr. Montoya. I would like to pursue furt her the line of questioning 
which I directed to Mr. F itzGerald a few minutes ago. Am I to as
sume th at the instruction to the field office in Thailand was based on 
the budget circu lar promulgated under the Budget and Control Act 
of 1921 with relation to future  budgetary  estimates ?

Mr. F itzGerald. The Budget and Accounting Act of 1921, that . is wha t this  says.
Mr. Montoya. It  was premised on tha t ?
Mr. F itzGerald. Yes.
Mr. Montoya. I presume the counsel for the Departmen t present 

here had a part  in drawing up the instructions ?
Mr. F itzGerald. The cable t ha t went to the field?
Mr. Montoya. Yes.
Mr. Grant. Yes.
Mr. Montoya. Let me direct  this  question to you. Were you aware 

at the time tha t there was another act of Congress, another provision 
of law of greater dignity than  the budget circu lar contained in the 
Supplemental App ropr iation Act of 1954 which reads as follows:

Sec. 1314. Fun ds made ava ilab le in this or any  other Act shall he reaf ter  be ava ilab le for  examination of est imates of app rop ria tions in the field and  the use of such funds for  such purpose shall be subject  only to regulat ions by the standing committees concerned.
Were you aware of th at ?
Mr. Grant. I am aware tha t there is such provision.
Mr. Montoya. Were you aware at  the time ?
Mr. Grant. I believe so generally.
Mr. Montoya. And did you give any study to the weight of this 

par ticu lar provision as again st the other  provision upon which you 
premised your action ?

Mr. Grant. I did not give any specific consideration to this or to 
other statutes  but followed the instructions of the order from the 
Bureau of the Budget, which I  think  is probably consistent with  this statute.

Mr. Montoya. I do no t read it tha t way. How can you cast aside 
the specific provisions of section 1314 now ? Give me your reasoning.

Mr. Grant. I think the circular,  the order  from the Bureau of the 
Budget has reference only to the question of time.

As I understand it, it does no t preclude the submission of budget 
estimates to committees of the Congress except before the President 
has presented his budget to the Congress. Thereafte r, the budget 
estimates are freely available.

Mr. Montoya. Aren ’t you null ifyin g this par ticu lar premise upon 
which the  Congress acted, th at the committees o r the Congress should 
have access to these estimates in the field ?

Mr. Grant. No.
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Mr. Montoya. Aren’t you aware tha t when the President sends 
his estimates to the Congress it is presumed tha t the Congress is in 
full  session and tha t the committees are no longer in  the field ? There 
is no specification here tha t it shall be limited to such time during  
the session of Congress. There is no specification here.

Mr. Grant. Well, whenever the committees are in the  field they are 
entitled, as I understand it, to secure the budget estimates provided 
that  these are not budget estimates involved in the formulation by 
the President of a program which he has not yet submitted to the 
Congress.

Air. Montoya. Tha t is narrowing the  field, is it not ?
Mr. Grant. No. I think not.
Mr. Montoya. I  cannot gather tha t interpreta tion from the law 

itself, but I do want to insert in the record that  the law is very clear 
that  these budget estimates may be available to the committees of 
Congress in the field. There is no specification as to  time or condi
tion in the Supplemental Approp riation Act of 1954.

Mr. Andrews. If  the gentleman will yield, I would like to ask 
counsel i f you think that a memo from a bureau should have prece
dence over an act of Congress? Do you say you are familiar with 
both of them now and in framing tha t telegram to the field you gave 
preference to the memo over the statute  of Congress.

Mr. Grant. I did  not try to give preference to-----
Mr. Montoya. You followed a memo ra ther than the law tha t is as 

plain  as the nose on your face.
Air. Grant. I consider that the order  from the Bureau  of the 

Budget-----
Mr. Andrews. Had precedence over the statute.
Air. Grant. I s a specific order to us and I do not construe it as 

being inconsistent with the statu te.
Mr. Andrews. How long have you been Assistant  Counsel ?
Air. Grant. I have been with the Inte rnat iona l Cooperation Ad

minis tration since 1954 in the General Counsel’s Office, Associate 
General Counsel for the past few years.

Air. Andrews. How long did you practice law before you went 
there  ?

Mr. Grant. I s tarted the practice  of law in 1937.
Air. Andrews. Where did you practice?
Air. Grant. Minneapolis, Minn.
Air. Andrews. Where did you go to law school ?
Air. Grant. University of Alinnesota.
Air. Andrews. Tha t is all.
Air. P assman. This ma tter is of grave concern to this subcommittee.
I want to ask the counsel this ques tion: You are familiar  w ith the 

several functions of the Foreign Operations Subcommittee on Ap
propriations with reference to the ICA  and mili tary  assistance pro
grams?

Air. Grant. In  a general way.
I have had no association with the Committee on Appropriations.
Mr. Passman. You are familiar  with the different par ts of the 

program ?
Air. Grant. Yes.
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Mr. P assman. Do you know of any other instance in which you 
were called upon to submit a ruling to prevent, or prohib it, an au
thorized  Subcommittee on Appropr iations from examining programs 
and estimates in the field ?

Mr. Grant. I do not know of a specific case tha t arose, Mr. Chai r
man.

Mr. P assman. Thank you.
Mr. Grant. However—may I complete the statement?
Mr. P assman. Go ahead.
Mr. Grant. However, the rule which was enunciated in the cable 

to Tha iland has been the stand ing rule in the Agency for as long as 
I can remember. It  existed when I came there as f ar as I  know and 
had this committee in Washington requested the  same information , i t 
would not have been disclosed to the committee prio r to the presenta
tion by the President of his  budget estimates to the Congress.

Mr. P assman. This has been a standing subcommittee of the Ap
prop riations Committee of the Congress for many years. It  has gone 
out on many inspection trip s in  many different na tions. Do you know 
of any other  instance in which you were requested to make a similar 
specific ru ling  a t the time this committee 'was out  investiga ting?

Mr. Grant. I do not recall any inquiry from any mission which was 
keyed to a visit by this par ticu lar committee. I am aware of  the fact 
tha t instruct ions have been issued to missions in the past, upon visits 
eithe r by congressional committees or by representatives of the Gen
eral Accounting Office, tha t among the documents which could not be 
disclosed were the country program presenta tions prior to, but only 
prio r to the presenta tion by the President  of his program to the 
Congress.

Mr. P assman. I want you to answer me. This  committee has been 
traveling fo r 7 years on long tr ips  in many lands and many examina
tions have been made of many different programs. You have been 
counsel fo r ICA. Do you know of any other instances in which it was 
requested while the committee was out in the field th at information 
should be wi thheld?

Mr. Grant. I thin k I  answered tha t by saying I could not recall a 
specific instance.

Mr. Passman. Will it be you r contention, then, tha t this committee 
should be deprived of the inform ation with respect to the various 
programs?

Mr. Grant. I did not quite understand your question, Mr. Cha ir
man, I  am sorry.

Mr. P assman. As counsel for the ICA,  are you taking the position 
that in the future , if this committee should go out for the purpose of 
examining programs, past, present, and future, we should be denied 
inform ation as it would apply  to the continua tion of programs tha t 
are now in effect, including the estimated cost ?

Mr. Grant. If  we are to follow the instruct ions of the Bureau of 
the Budget with respect to this-----

Mr. P assman. That is your position, tha t we should be denied tha t 
inform ation i f we go out seeking it ?

Air. Grant. Are you asking me for a moral judgment as to whether 
you should be ?
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Mr. Passman. I am asking the question, if it is going to l>e your 
position tha t this committee is no longer entitl ed to information out 
in the field with respect to past and future programs.

Mr. Labouisse. Could 1 answer this? I unfortuna tely am the  guy 
who is going to be responsible for this business in  the future , and it 
is not going to be Mr. Gran t. I will need his help, but I will have 
to take the responsibility.

Mr. Passman. Yes.
Mr. Labouisse. I think  this is a terribly difficult problem for these 

men. I have been in the field, and I have had the opportunity to see 
this thing from both sides. I can remember myself when I was chief 
of the Marshall plan mission in France having  to telegraph Wash
ington to find out what it was I  could give and what it was I  could 
not give. Now, I am not try ing  to use my legal tra ining on this be
cause I  do not know what the proper interpre tation is, but  my feel
ing is tha t we may have here an inconsistent regula tion by the Bureau 
of the Budget, inconsistent with the desire of  Congress, as expressed 
in this pa rticu lar provision, section 1314. I do not know this.

Mr. Taber. There is one thing you are not gett ing in this and it 
is the key to the whole thing. This prohib ition in the Budget and 
Accounting Act applies to the Budget’s submission of the matter  to 
the President . It  specifically, in tha t language  tha t Mr. Montoya 
read, exempts the examination of estimates in the field and unti l you 
get down to the point  where the Budget has made up its mind as to 
just what it wants to do in its submission to the  President , that  is the 
only time tha t you have the right to withhold anything , or anybody 
else.

Mr. Passman. Mr. Director, there is something to this tha t you 
obviously do not yet know about. I want to say for the record, 
whether it is denied by others or not, tha t this was calculated.

This committee has been in existence for many years. We have 
been called upon to go out on these trip s time and time again. We 
have gone into many countries. We have been given information 
freely and readily by all echelons, both milit ary and others, on all 
phases of ICA.

However, here is a country where the personnel was acutely de
moralized, where heads were ro lling by orders of ICA, Washington, 
because of some misunderstanding about a contrac t tha t was just 
about as stinking as has ever come before this subcommittee, and 
because those people had the courage and the patriot ism to smoke it 
out and bring it  to the surface.

Throughout 7 years we have gone into as many as 15 countries on 
1 tour, and have b rought back reams and  reams of information, with 
no protest. Therefore, I wish you would take the time to study in 
detai l this  incident in Bangkok.

So fa r as I am concerned, I shall say th is : Any time this appropr ia
tions subcommittee, working with your people, trying to establish 
the amounts needed, is going to be denied information—the very 
committee you are looking to to go over your estimates—then it is 
a very sad commentary.

I do not think there is misunderstanding in the mind of an indi
vidual  here as to what this is all  about. When we get into the full 
hearings, we are going to establish without any doubt what it is all
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about, and maybe then some other heads will roll. Heads can roll at 
the top echelon, as well as at  the lower echelon, if there has been a 
calculated  injustice against good, loyal, patrioti c, long-term employees 
of this agency. I think  you agree, Mr. Directo r, that right should 
prevail.

Mr. Labouisse. I  agree tha t right should prevail. I will look into 
this. I want to say this if I may, Mr. Chairma n: That the question 
as to what  can be made available by an agency does not rest with the 
agency, as you know.

Mr. Passman. We are dealing now with one case. They had no 
par ticu lar interest about withholding inform ation in any o ther coun
try  we visited, as the  record will indicate, regardless of claims to the  
contrary. I t was in this one country, where we had uncovered a de
plorable mess, tha t we were denied this information. It  had not 
alerted  the countries tha t we examined pr ior  to a rriv ing in Thailand, 
or countries with programs which we examined subsequent to our 
tri p there. I t had not happened on other trips . I t was in this one 
country tha t ICA, Washington, was determined to force the hand of 
ICA,  Bangkok. Tha t is what concerns thi s subcommittee, to  think 
that a person or persons in IC A would single out a few people for dis
agreeing with thei r views and demote them, or maybe separate  them 
if they could. I  do not  th ink i t is consistent, and I do not think it is 
going to make for a bette r program to have people such as tha t 
charged  with the responsibility of administering  the agency. Con
fidence has been shatte red in certain  quar ters in ICA.  I hope that 
bond can be patched up. If  you will read the record i t will be clearer 
to you what this  is all about.

This is the  way I feel, th at  there was a deliberate attempt to w ith
hold or conceal pert inen t information from the committee. And, as 
long as I  am chai rman of th is subcommittee, the  specific ICA officials 
who were responsible for tha t action are  persona non grata  to this sub
committee, Mr. Naughten excepted, no twithstanding  the fact  th at he 
concurred in it. I think the whiplash was being brought  down on his 
back, and he possibly could not do otherwise. I will let the record 
speak for  itself, as far as I am concerned.

Mr. Andrews. Mr. Chairman, I would like to see this committee get 
to the bottom of the case against  the man Hamer.

Mr. Passman. And also Goodbary, whose wife is now going blind 
from a tropica l disease.

Mr. Andrews. I  th ink  we ought to determine who issued the order  
for  Mr. Hamer to be transferred.

Mr. Passman. The people here who are responsible do not seem 
to have any recollection.

Mr. Andrews. He was a controversial figure.
Mr. Passman. Before the hearings have been concluded this year 

much more than is publicly known now will be in the record.
Do any of the  other members of the subcommittee have any thing to 

ask?
Mr. Rhodes. Dr. Fi tzGerald, do you consider that the message which 

Air. Naughten sent from Bangkok to ICA, Washington, was a mes
sage which should not have been sent ?

Mr. F itzGerald. I think Mr. Naughten should have sent it;  yes, 
sir.
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Mr. Rhodes. I understood you previously to say tha t the informa
tion concerning matters like this had previously been made available 
to the chief of all the missions.

Mr. F itzGerald. Tha t is correct, but-----
Mr. Rhodes. Why would Mr. Naughten ask f or more informat ion 

if he had all the information which was necessary to  answer his own 
question ?

Mr. F itzGerald. There migh t be a number of reasons, including 
the fac t that -----

Mr. R hodes. Tell me why you thought that th is question was a good 
question since he had the information  already ?

Mr. F itzGerald. He might not have been aware tha t he had the 
information.

Mr. Rhodes. Aren’t the chiefs of mission supposed to know these 
things if they have been made available to them ?

Mr. F itzGerald. There is an awful lot of information tha t goes 
out.

Mr. Rhodes. Do other chiefs of mission get information like this?
Mr. F itzGerald. Not on this trip.
Mr. Passman. On other trip s which I went as chairman of this 

subcommittee ?
Mr. F itzGerald. I  w ill have to verify  that.
Mr. Passman. Do you remember any
Mr. F itzGerald. I do not remember any.
(Other instructions to the field during the period in question are 

shown on p. 326.)
Mr. Montoya. Will you yield ?
Mr. Rhodes. Yes.
Mr. Montoya. The same set of circumstances prevailed the year 

before when the committee was there.
There w as no inquiry made for clarification.
Mr. Naughten. This is the first time since several visits, and I 

have been there since the lat ter  pa rt of 1957, this is the first time I 
received advance informat ion tha t one of the purposes of the com
mittee was “ to examine budget estimates.” There had not been that  
type of inquiry to be expected. It  ha d never been advised to  me dur
ing my tenure  as chief of mission there. I had never received any 
indication from any source as to what  budget estimates meant.

Mr. Andrews. Who advised you ?
Mr. Naughten. The State Departmen t circular  wdiich advised of 

the trip.
Mr. Andrews. Who sent it to you ?
Mr. Naughten. It  came through State  Department channels.
Mr. Andrews. ICA?
Mr. Naughten. No, a State Department message to the Embassy.
Mr. Andrews. There is the whole thing.
Mr. P assman. There is no othe r mission to which such specific 

instruc tions have gone out.
Mr. Naughten. In previous visit s of the committee no interest had 

been taken in this par ticu lar matter. This  was completely new, Mr. 
Chairman.  I insist this was completely new7.

Mr. Rhodes. Was th is a ci rcular of general distribut ion?
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Mr. Naughten. Yes, a circu lar to all  posts to which the committee 
was going to address attention.

Mr. Montoya. Let me ask you th is : In  the previous visits had  the 
committee examined your mission as to budget estimates ?

Mr. Naughten. No, sir.
Mr. P assman. Would the  gentleman yield ?
We always, with the  Ambassador par ticipating , discussed programs, 

pas t and present, such as highways, and including costs. Do you 
remember that?

Mr. Naughten. Yes, sir.
Mr. Passman. This  time you were p recluded from discussing any of i t with us ?
Mr. Naughten. In  this  instance I couldn’t discuss the budget 

estimates for  fiscal year 1962.
Mr. P assman. In  previous years we had been given all the  info rma

tion we requested, had we not ?
Mr. Naughten. All the information requested, but  I  have no recol

lection of what  you requested.
Mr. Passman. You did not know wha t we were going to request 

this time?
Mr. Naughten. Because I  was a lerted to budgetary  estimates. I t 

was the first time it came up.
Mr. Passman. I t only went to Thai land.  No other nation received 

it. We went to seven nations.
Mr. Gary. Will  the gentleman yield to me?
Mr. P assman. Yes, sir.
Mr. Gary. Wh at is the date of the instruc tions of the Bureau of 

the Budget?
Mr. F itzGerald. Apr il 15,1954.
Mr. Gary. The law was approved  August 7,1953.
Is this regulation of the Bureau  of the Budget,  which was issued 

aft er the Supplemental App ropr iatio n A ct approved August 7, 1953, 
an interpre tatio n of that law ?

Mr. F itzGerald. I have to assume so, sir , since it  was issued aft er 
the law was passed and may I  continue by saying th at I have queried 
the Bureau  of the Budget explicit ly and specifically on this  mat ter 
and have raised the question explicitly  with them about the material 
which Congressman Passman wanted, and they say it  is covered by the 
regulation.

Mr. Gary. It  is covered by the regulat ion but have you discussed 
with them specifically this  provision of the Supplemental Act of 1954 which was approved on Augus t 7, 1953?

Mr. F itzGerald. No; I have not.
Mr. Labouisse. I will under take to do this so f ar  as the futu re is concerned.
Mr. Gary. I wish you would have it clarified because it may be necessary to streng then tha t law.
Mr. Labouisse. We get caught in a box on this  sort of thing.  

Maybe you get an executive instruction which is binding on us which 
we have to follow and we get caught  in the box. I think the boys 
who have to do th is work are entitled to get from the very top part 
of the Government instruc tions on this.
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Mr. Gary. I think this regulation, this Circular No. A-10, revised, 
of the Bureau  of  the Budget, issued April  15, 1954, should be recon
sidered in the  ligh t of the provision o f section 1314 of the Supplemen
tal Appropriation  Act of 1954, approved August  7, 1953.

Mr. Labouisse. I will assure th at this  is done.
Mr. Passman. Would the gentleman yield ?
Mr. Gary. Y es.
Mr. Passman. I think  this pins the entire  case down to where you 

are going to single this out, Mr. Director. It  is one instance in many 
years, a specific, calculated item, intended, it seems to me, to keep this 
subcommittee from uncovering something which i t should have uncov
ered in Bangkok. Here is the dispatch tha t went out to all the 
nations that  we visited, and I want to read it for the record. It  is 
a D epartment of State instruction. I quo te:

Purpose of tr ip : This trip is for the purpose of examination of estimates of 
appropria tion in the field and such other related matters relative to the appro
priation of funds for the U.S. activity overseas. Primary interest in mutual 
security programs, State  Department activities , and the USIA.

That is the instruction which went out, and if tha t is not completely 
to the point, I never read anything to the point. In  spite of that , 
I do not know how you could possibly claim we were not entitled 
to the information, if it had not been specifically calculated not to 
give us an ything in Thailand. Th at mat ter speaks for itself.

I hope i t can be cleared up, but it is one case, one nation, dealing 
with one very unpleasant matter, and one group of IC A officials who 
assumed the  responsibility to prevent this subcommittee from getting 
the informat ion. I do not think there has been simila r trouble  in 
the past. I do not think  you will have i t in the future. If  you will 
go into the background of what brought this up, then I thin k we 
will have established in your minds tha t there is a lot more to it 
than  has been submitted for the record today.

Mr. Montoya. Will you yield, Mr. Chairman  ?
Mr. Passman. Yes, sir.
Mr. Montoya. I would like to point  out, whether this is by coin

cidence, by accident or by design, tha t the instructions sent out by the 
Department of State with reference to the purpose of the tri p may 
have been taken out of the specific provisions of section 1314 of the 
Supplemental Appropriation Act of 1954. I would like to mention 
the key words in the instructions and then the key words in the act 
its el f:

For the purpose of examination of estimates of appropriations  in the field 
and such other related  m atters  relative to the appropriation of funds.

Now the coincidental words in the p arti cular section which permits 
this type of examination read as follows:
be available for  examination of est imates of appropriations in the field and the 
use of such funds for such purposes.

Mr. Gary. Will the gentleman yield ?
Air. Montoya. The phrases in the instructions and in the specific 

provision of the law are so akin to each other tha t there could be a 
designed purpose in using that particular verbiage.

Mr. Gary. Will the gentleman yield ?
Mr. Montoya. Yes.
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Mr. Gary. I have no doubt in th e world i t was taken from the law because I am quite certain  th at  the  staff of the Appropr iations Com
mittee in thei r instructions to the State Departmen t stated  tha t the committee was going for that purpose and the Sta te Depar tment  no doubt followed the language of  the staff.

Would you not use that language, Air. Sprankle ?
Mr. Sprankle. I would say tha t is more or less standard language. We did work in cooperation with the State Department. The State  Departmen t showed a copy of this to me in dr af t form before it 

ever went out and I agreed tha t this would suffice. I still think it should.
Mr. Passman. As it  only happened this one time, in one country, in 15 years—in the very country where there had been turmoil, head rolling, embarrassment by one group in Washington—I think tha t 

in the regular hearings  we will  be able to  pin it clown to  your entire satisfaction, and maybe then heads also will roll at the top.
Do any other members have questions ?
Mr. Rhodes. Mr. Passman, do we have in the record a copy of the cable Mr. Naughten sent to ICA, Washington, asking for  instructions  ?Mr. Naughten. Yes, sir ; I introduced it in Bangkok.
Mr. Rhodes. Tha t is in the record. Do we have a copy of the reply ?
Mr. Passman. Yes.
Mr. Gary. We have requested tha t all communications touching this mat ter between the Washington office and the Thai land office be supplied. Also, it  is my understanding tha t the committee was going 

to be furnished with the information as to who directed the tr ans fer of this particular man.
Mr. Andrews. I think th at is most important, Mr. Chairman.
Mr. Gary. I understood tha t they were going to examine the records and see who was responsible for that  and advise the  committee.
Mr. P assman. I  wish the committee would remain in session unt il tha t f act can be established. We have the men here who were the pa rticipants, and the personnel people and the legal people.
We know the facts, bu t we want the responsible officials, themselves, to so indicate.
Mr. L abouisse. That does not  apply to Mr. Naughten, does it?
Mr. P assman. He is lef t out of this . He is out in the field, and ICA, Washington, in my opinion, caused him to do what he did. He was in the field, thousands of miles away, evaluating the situation. He sub

mitted his recommendations to Washington, but  Washington vetoed them. However, they were not satisfied with  vetoing in ICA,  W ash
ington, because it dealt with the Oregon State College contract. Therefore, they started headhunting on those who prepared the report. I thin k Mr. Naughten  knows th at is a mat ter of record. I do not thin k he should be blamed for  the actions of ICA, Washington. But, finally, when they could hardly do otherwise, they canceled the contracts. There are no new contracts wi th the Oregon S tate College; is tha t correct ?

Mr. Naughten. That is right .
Mr. P assman. Mr. Naughten should not be involved. Even though I  was very unhappy about it, I, myself, am not inclined to involve
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Mr. Naughten. He has a good reputation out there. I imagine IC A, 
Washington, could make other people jump over the rope, too, i f they 
hit  the lash hard enough. I am not happ y about any of it.

Mr. Conte. You did get instruct ions tha t these two men would be 
tran sfer red  ?

Mr. Naughten. Not the second one, sir.
Mr. Taber. Mr. Chairman, there is one thing that has not been 

done here that I think should be and tha t is to see t ha t all of these 
letters  and telegrams and other  documents tha t are involved in this 
mat ter are presented to the clerk.

Mr. P assman. Will one of you gentlemen assume the responsibility 
for what happened with respect to the personnel ?

Mr. F itzGerald. We will under take to see tha t you get that.
Mr. Passman. We are going to keep the committee in session until  

you get the data , Dr. FitzGerald. I do not think you will have to  do 
too much research to know.

Air. F itzGerald. I will attem pt-----
Mr. P assman. I  might  state, while we are waiting for you to get 

tha t information-----
Mr. Conte. Could Air. Naughten answer tha t question?
Mr. Passman. Yes.
Mr. Naughten. Sir, to go back, you asked me as I  recall whether  

I  received official instructions concerning the transfers of these two 
men. One of them was still assigned to Thai land,  in Thailand. I did 
receive instruct ions for his transfer . The other one was not in 
Thailand. He was in the United States. I received advice tha t he 
had been transferred.

Mr. Conte. Now was th at in a similar  communication paper such 
as this  ? .

Mr. Naughten. Those were airgrams and telegrams of one type  or 
another, a series of messages in there.

Mr. Conte. Do you still have those ?
Air. Naughten. I do not have those. They would be in my mission.
Mr. F itzGerald. I have them.
Air. Conte. Could we get those ?
Air. F itzGerald. Yes.
Mr. Andrews. I understood you to say you did not want Air. Hamer 

to leave and you objected to his transfe r ?
Air. Naughten. I did, under the conditions he was transferred.
Mr. Andrews. I t has been the practice  of our committee fo r years 

to hold hearings before formal budge t estimates ever are submitted 
to Congress.

Mr. P assman. Tha t is correct.
Air. Andrews. Not only ICA, bu t other agencies as well.
Air. Passman. This thin g was kept pre tty  much under  cover, af ter  

we had uncovered this miserable condition with respect to Oregon 
State  College operations in Thailand. Cablegrams began to come in 
and letters began to come in, and it was distressing to think  tha t one 
group of ICA  people would elect to abuse another group for being 
factua l and patr iotic. It  concerned us very much.

On the way out, we had. received word they were ge tting  some of 
the men ou t of Thailand. They had succeeded in gettin g one of the 
men mentioned ear lier, Air. Goodbary, sent to another country, rath er
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than  retu rning to his position in Thailand  for the second tour. An
other man was getting ready to go, but by specific instruct ions they 
held him in T hailand. Is th at correct ?

Mr. Naughten. Tha t is r ight.
Mr. Passman. Find ing  things somewhat as we had  been informed 

they would be, I wired Secretary Dillon and asked i f he would w ith
hold the tran sfer request unti l we could return  to Washing ton and 
give h im a report.

As a result, they he ld up a replacement in Honolulu. When we re
turned to Washington, Mr. Dillon understood the situat ion very well, 
so Mr. Hamer remained at his post, but it was too late to help the 
other fellow. His  career already had been about destroyed before 
we got into it.

I believe we can assist you a bit, Mr. Naughten. You stated tha t 
you did not recall having received similar instruc tions on prior tr ips  
which we had made. I think if  you would check your file, and check 
with the State Department , you would find that  you did receive similar 
instruc tions on p rior trips, for example, in  1959. I quote from such 
inst ruct ions :

This trip  is for the purpose of examination of estimates of appropriation in the field and such other related  matters relative to the appropriation of funds 
for U.S. activit ies overseas. Prim ary interest in mutual security programs, State  Depar tment activities, and the USIA.

I believe you will find t ha t you had the same instruc tions in other 
years th at you received this year.

Mr. Naugiiten. I caught it this  year. I was not aware of the im
plications in pr ior years. I had not been asked for the production of 
the next year budget and it was a new problem.

Mr. P assman. Hear ings of this  part icular type a ie very unpleasant. 
We need very much a bond of confidence between the witnesses and the 
members. But, we are cognizant  of some of  the things tha t happen, 
and tha t makes it difficult for us to keep the open mind which is 
needed in considering the appropria tions requests.

We are not interfering with the housekeeping of the ICA, other 
than establishing the nature of the contracts they insist on making or 
keeping in effect.

Mr. Labouisse. I s the type of information involved this budget 
book for 1962 ?

Mr. Naughten. Yes.
Mr. Labouisse. Was there any limitat ion on discussion of the Ore

gon contract?
Mr. Naughten. Absolutely not.
Mr. Passman. Mr. Director, tha t is very impor tant. We knew 

nothing about the budget request. We were not out there discussing 
the budget.

But there is a project, say, that  may have been allocated $10 million. 
This projec t might be projected  into 1972. We are interested  in 
knowing what the progress has been, and the expendi ture, as well as 
the amount requested for fiscal 1962?

You have field est imates which go to the different levels. We were 
try ing  to ascertain how extensive the program would be, whether or 
not there would be a ta pering off in certain phases, or whether or not 
there would be a step-up. Is that your understand ing?

67615—61----- 23



352

Mr. Naughten. Yes.
Mr. Passman. We do not discuss the budget, but individua l pro j

ects, and the estimate as it would apply to  each of the projects.
Off the record.
(Discussion held off the record.)

Letter F rom I nternational E conomic Policy Association

Mr. Passman. I am in receipt of a lette r from the International 
Economic Policy Association which I should like to insert in the 
record at this point.

(The lette r re ferred to follows:)
I nternational Economic Policy Association,

Washington, D.C., April 12, 1961.
Hon. Otto E. Passman,
Chairman, Foreign Operations Subcommittee  on Appropriations, House of Rep

resentatives, Washington, D.C.
My Dear Mr. Chairman : Thank you for  the opportu nity  you have given our  

orga niza tion  to comment on the proposed La tin  American aid prog ram of $500 
million, plus $100 million fo r the re hab ili tat ion  of Chile.

General ly, our organization  has supi>orted and  does sup por t an adeq uate  
foreign-a id program in  the  i nte res t of the  n ationa l security of the  United States. 
We try , however, to analyze each proposal, and to suggest such improvements 
as may increase  the  effectiveness of proposed expendi tures in achieving natio nal  
objectives.

With thi s in mind, I wish  to go on record as supp orting the  La tin  American 
aid program  and the special  appro priation for the reconstruction of Chile. 
However, I wish to make the  following comments, in the  hope th at  your  com
mittee may find legislative and  adminis tra tive means of guiding the  expendi
tures in such a way as to  ob tain  max imum  results.

1. Beca use of U.S. balance-of-payments deficits, the  Pre sident requested U.S. 
foreign-aid agencies to scru tinize every expenditure abroad with a view to 
diminishing dol lar expenditu res. Fo r thi s purpose, he has requested U.S. aid  
agencies to spend funds in the  United  Sta tes  to the  maximum exten t p racticable. 
We sup port thi s viewpoint, because contin ued balance-of-payments deficits, 
rai sing the  possib ility of a forced  deva luation, would be a serious reflection 
upon the  sta bil ity  of the  American economy in world  opinion, and will create 
unforeseen difficulties in i nte rna tional  t rade.

With thi s in view, it  is im portant to analyze the  proposed $600 million 
expend iture to see whethe r it  meets this pa rti cu lar cri ter ion  of adm inistratio n 
and  managem ent which the Pre sident  ha s ra ised.

Of the  proposed expenditures , $394 million  will be turned  over to the  Inter- 
Amer ican Development Bank . Art icle  II I,  section 9a of the  basic agreemen t 
establishing  this Bank provides that , excep t as provided in art icl e V, section 1, 
the  Ban k shall impose no condi tion th at  the proceeds of a loan shall  be spen t 
in the  ter ritory of any  pa rti cu lar country, nor th at  such proceeds  shall  not be 
siient in the  te rri tor ies  of any p ar tic ular  member or members.

Article V, section 1, make s this proh ibit ion more specific, applying it to the  
50 percen t of a member’s subsc ription, which would be paid  in gold and dollars, 
to sha res  of the Ban k’s capital, the other 50 percent being required to be de
posited in a member’s own cu rren cy ; and  to cer tain oth er cont ributions or 
acquisit ions  of currencies  by the  Bank .

In  oth er cases, such as add itio nal  cap ita l contr ibutions, as would be the case 
with the  proposed $394 million, it is within the power  of a contributing member 
to ask, by notification, th at  res tric tions be placed  upon the  expenditures of such 
supplemental funds.

In  oth er words, the proposed con tributio n und er the  Latin  American aid 
prog ram to the Inter -American Development  Bank will not be subject to any 
res tric tions as to where it  should  be spent,  and will the refo re contin ue to be a 
dra in upon our dollar resources and possibly  increase  the  balance-of-payments 
deficits, unless an affirmative step  is taken by the  U.S. Government to requ est 
the  Inter -American Development Bank th at  such fund s be spent for  procu re
ment  in the  United State s. This  may be done adm inistra tively  as a pa rt of 
the  proposed  agreemen t between  the U.S. Government  and  the  Inter -American 
Development Bank, or by legi slat ive rese rvat ion.



353The $100 million tha t wil l be admin istered  by the Internatio nal Cooperat ion Adm inistrat ion would be subject  to the instru ctions of the Presid ent, issued by the Eisenh ower adm inistrat ion and reaffirmed by the Kennedy adm inist ratio n on Feb ruary 6, requ iring  tied loans and grants, except to the exte nt tha t a good deal of the $100 million may be spent upon personnel services which are,  of course, less liab le to be contro lled than commodity expend itures.  It  is to be assumed tha t the Chi lean aid  program will  be so managed as to conform to the Pres iden t’s orders of Februar y 6, but here aga in a legis latio n expression may help.The  essential fac t is tha t the $600 million proposed aid program is reall y designed to give budgetary help to governments receiv ing loans and gran ts, to unde rtake  public works and soci al reform programs main ly to be paid for  in loca l cur ren cie s; and balance-of-payments help to those countries, to the extent tha t the dollar s made ava ilab le to them under this program wil l add to their dollar resources abroad, over and above their  other current dollar earnin gs.In  what  countr y these increm ental dollars  put at their disposal are spent wil l affec t the U. S. balance of payment s. Hence the necessi ty of safeg uard ing the expend itures  of these fund s in the United Sta tes  when administered by the Inte r-Am eric an Develo pment Ba nk .2. It  is proposed tha t a sub stan tial portion of the fun ds would be used for educational purposes. It  is my observat ion tha t many  exis ting  educational insti tutio ns south of  the border are infil trate d by elements unfr iend ly to the United Stat es, and tha t if  the U .S . assis tance to education is given as finan cial contribution s to exi stin g inst itut ions , it would have  the effect of subsidizing  anti -Am erican agitat ion . I would feel more confident of the long-range beneficial effect of such aid to educa tion in La tin  Ame rica  if  the channels utilized were more neu tral in the cold war  and more committed to democratic ideal s than some of the present inst itut ions .I hasten to add tha t I do not wish to make a blan ket charge  tha t all  ins titution s of higher  lear ning in La tin  Ame rica  are so inclin ed, or tha t all elements in the teach ing and student  bodies are  unfr iend ly to the United States.  It  is undeniab le, however, tha t there is an organized core of unfr iend ly elements in many of these insti tutio ns and it will not serve the cause of  the development of democratic inst itut ions  or inter-Am erican comity to turn moneys over to such institu tions without safe gua rds .I also wish to emphasize that  assis tance in educat ion, partic ula rly  in the tra inin g of teachers and school fac ilit ies , is one of the grea t needs of La tin  Ame rica , and under proper safe guards to protect democ ratic idea ls, the United States could do no great er service  to our neighbors than  to lend all  possible assistance  in this  field.It  is suggested, there fore, tha t a very car efu l and detai led review be made of the objectiv es, methods, and insti tutions for whic h financia l assis tanc e is provided.3. It  is my observation also tha t what  La tin  Ame rican  countrie s need most is job-producing, wealth-creat ing, tax pay ing  agr icu ltu ral  and ind ustr ial development. To achiev e this on a scale tha t is commensurate with  the needs and pote ntia lities of our neighbors,  the United Sta tes  and La tin  American  countries together must  consider ways and means of unleashing the tremendous potential of the ava ilab le, inves table fund s in the free  world, partic ula rly  in the Unite d State s. These  savings are prim aril y in priv ate  hands such as savings banks, insurance companies , investme nt companies , welfar e fund s, retirement fund s, etc. The modest amount of money provided throug h the proposed La tin  Amer ican aid program, by the terms of the Ac t of Bogota,  wil l be devoted pri ma rily  to socia l projects in the area  of economic reform s and public works. Thes e contributions to improved socia l services wil l not be self-sust aining unless accompanied by a massive program of  ind ustr ial and agr icu ltu ral  development projects.Since the U .S . Tre asury and the U .S . taxpay er are not tra dit ion ally  sources of indu strial development cap ital , as savings in the United Stat es are prim arily  in the hands of private individ uals , it behooves us there fore to concen trate on ways and means of  improving the opportunities, incre asing the incen tives , and elim inat ing the risk s of und erta king  produ ctive ind ust rial  and agr icu ltural  development projects, in partners hip with the natives of the countries  concerned. Th is is the only way  we can contest the autho rita rian  programs of stat e ownership and state control on a scale  adequ ate to the challenge of  the Comm unist philosophy.
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I do not suggest tha t the funds presently under consideration be used for 
industria l investment, since we have  already made commitments in the Act of 
Bogota as to what  uses these funds  will be put. I do suggest, however, tha t 
in futu re programs of aid to Lat in America, we must emphasize the creation of 
wealth-producing enterprises, preferab ly under priva te ownership of natives 
and citizens of other countries, putting to work the management and technical 
know-how, the savings and capital-producing resources of countries such as the 
United States  which have a surplus of productive capacity. This is the one 
grea t advantage we have over the Sino-Soviet bloc, and we are not yet putting 
it to work in the present struggle for the loyalties of underdeveloped countries. 

Very t ruly yours,
N. R.  D a n ie l ia n , P re s id e n t.
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