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Object classification

[In thousands of dollars]

! 1061 nctual |1962 estimate | 1963 estimate

ALLOCATION TO AGENCY FOR INTERNATIONAL DEVELOPMENT |

11 Personnel compensation:
Permanent positions.
Positions other than permanent
Other personnel compensation____..____

Total personnel compensation.. .
Personnel benefits. . ........_
Travel and f.rnnsport.&l.ion of 1x~rsuns
Transportation of things
Rent, mmmunimtmus, and utilities._ .
Printing and reproduction
Other services........... =
Services of othur agencn.-e
Supplies and materials... ..
Equipment.. e
‘Im(stmuns ‘and loans... e e e TR
Grants, subsidies, and contributions__ R s A At | 7

Total, Agency for International Development D, 77,700, | 617, 700
ALLOCATION ACCOUNTS

Grants, subsidies, and contributions | ! 2,300

Total obligations | y | 620, 000

Obligations distributed as follows:
Agency for International Dew lapmenl LR L AT 1| y & e 617,700
Department of State__ 8, 300 2.3
Treasury Department._ T i e e A R e | e L . 394, 000

(1)
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Personnel summary

Total number of permanent PoSitions. .. ..o oeeeioo oo | | 1,370
Average number of all employees | i 1,347
Number of employees at end of year | 1, 350
Average grade, grades established by the Foreign Service Act
of 1946, as amended (22 U.8.C. 801-1158):
Foreign Service Resery 3 4.1
Foreign Service Staff__ R T A g 10. 5
Average salary grades estal 1 by the Foreign Service Aet
of 1946, as amended (22 U.8.C. 801-1158):
Foreign Service Reserve e i e $11,088 $11, 200 $11, 200
Foreign Service Stafl - $6, 042 £6,100 | $6, 100
Average salary of ungraded pos $1,183 $1, 200 I $1, 200

Program and financing

[In thousands of dollars]

| ; T
‘ 1961 actual | 1962 estimate | 1963 estimate
| |

Program by activities: |
1. Social progress program 34,000 | ____.
2. Contribution to Organization of American States_ . B2 6, 000 |
3. Bilateral economic assistance 30, 561 | 80, 000 |
4. Chilean reconstruction program 20,000 | 000 |

Total obligations s 52, 186

Financing: |

Comparative transfers from other accounts._.___

Unobligated balance brought forward.______

Unobligated balance carried forward

New obligational authority

New obligational authority:
.-\Epmprinlinn.._._................ e e R S et o
Chilean reconstruction and rehabilitation program : 100, 000 |-
Inter-American social and economic program......__.___.| 500, 000 |

Total appropriation

Mr. Passman. The subcommittee will come to order.

We have with us this morning the Honorable Edwin M. Martin,
Assistant Secretary of State, Bureau of Inter-American Affairs: the
Honorable Teodoro Moscoso, Assistant Administrator, Bureau for
Latin America, Alliance for Progress, and other distinguished
witnesses, :

These gentlemen will discuss the request for the Alliance for Progress
progran.

Before hearing from our distinguished former Ambassador, as well
as the other witnesses, I should like to say that he has the reputation
of being a very hard worker, and he is familiar with the problems of
Latin America. Even though we may differ on some of the amounts
and some of the purposes, anything said during the hearing certainly
would not be intended to question the high purpose and integrity of
this outstanding American.

These days, in almost every paper, from almost every nation, we
see warning signals, dark clouds accumulating, words of widsom
spoken in such a way as to reach the ears of our leaders in America.
There is no indication, however, we are heeding the warning, other than
with conversation. Certainly no acts of ours would indicate we are
trying to check the rapid pace at which we are dissipating our wealth.
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TREASURY RECEIPTS AND WITHDRAWALS

During the fiscal year of 1962, which closed June 30, the intake to
the U.S. Treasury reached an alltime high, by many billions of
dollars. But we spent all that revenue and went out and borrowed
an additional $8.3 billion, and spent that. Even though it was an
alltime high for expenditures, we see now that for the first 19 days of
this fiscal year we have withdrawn from the Treasury in excess of
$1 billion more than we did for the same 19 days under this alltime
high last year. We have actually withdrawn from the Treasury 2%
times as much as we put in during these first 19 days. Our withdrawals
for the first 19 days of the past fiscal year were $5,337,498,698.30,
as contrasted to $6,519,065,973.99 that we have withdrawn during
the first 19 days of this fiscal year.

If this trend continues during this year, then we are going to be in
a lot of trouble,

[ quote now from an article in the Washington Evening Star, by
Constantine Brown, for July 24, 1962:

We have received friendly warnings that no nation throughout history, in-
cluding the farflung Roman Empire, has had inexhaustible resources, and that
unless we trim our sails in domestic and foreign expenditures, we will be faced
with a situation which may make it impossible for our European friends to help
us—much as they want to.

I think it might be well to set the stage for this hearing in that vein.

I assume, Ambassador Moscoso, that you will make a statement
first?

Mr. Moscoso. Yes.

Mr. Passman. We shall be pleased to hear from you.

STATEMENT OF THE COORDINATOR, ALLIANCE FOR PROGRESS

Mr. Moscoso. Mr. Chairman and members of the committee, I
appreciate the opportunity to appear before this distinguished sub-
committee to discuss the major changes we have made in our response
to the challenges in Latin America. We are facing these challenges
late in the day. With your understanding and help, it will not be
too late.

I was appointed Assistant Administrator for Latin America in ATD
and coordinator of the Alliance for Progress almost 9 months ago,
November 14. The job I faced was staggering. The United States
was confronted with powerful enemies in the hemisphere—enemies
who still constitute a threat to the national security of our country.
The campaigns led by Fidel Castro and carried out by well-organized
Communist groups, defaming the United States and promising pie in
the sky to hungry and despairing peoples, are clear and present c angers.

OBJECTIVES OF ALLIANCE FOR PROGRESS

The peoples of the Americas joined together last year in an Alliance
for Progress to build a peaceful, prosperous, and democratic hemis-
phere. The goals of the Alliance are to eliminate danger, disease,
and ignorance in the only enduring way—through economie and social
development. In achieving these significant goals, we are furthering
the security and the economic growth of the United States. Never
before have we had so great an opportunity to do so much for our
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neighbors and at the same time for ourselves. To meet the positive
goals we have set, the Alliance must succeed.

We have begun work on this vast program. On our part, it calls
for money and first-rate men. On the part of the Latin Americans,
on whom the major burdens rest, it calls for fundamental economic
and social reforms, organizational and financial self-help measures, and
long-term planning to encourage development of dynamic economies,

Within a decade, the people of the cooperating nations and terri-
tories are to change the direction and results of centuries of their
history. The message of change is presented in Latin America to
countries with traditions of political instability, lack of trained human
resources, economic stagnation, and social immobility.

Against the background of the need for rapid change, it has been
difficult in these short 7 months to get the Alliance moving as fast
and as smoothly as we would have liked. We have, however, made
progress in reorienting our organization in Washington and in the
field to carry out the program. We have communicated a new atti-
tude and established new procedures for the good people we have
inherited from the past. We have recruited many fine new employees
at all levels, and we are well into a reorganization of the program and
personnel of our field missions.

LONG-RANGE DEVELOPMENT PLANS
We are concentrating on long-range development goals. In this

way we seek to avoid pressures to bail our neighbors out of their
recurrent financial crises. As we improve planning and impose

stricter standards, we slowly are turning the program around to meet
directly the goals we have set for it. This process can only move
forward country by country as we educate our own staff in the field
and then attempt to win the confidence and support of the public
and the political leadership of the countri\; itself.

e

Long-term development plans have been formulated by Chile,
Colombia, and Bolivia. Venezuela and Panama are in the process of
completing theirs. A 5-year program for the development of north-
east Brazil is underway. These plans may vary in quality, but it
is significant that they have been submitted and have attracted the
attention of the World Bank. The Bank is now actively involved
in the Alliance and is organizing cooperating groups in several nations
which will contribute substantially to the long-term development of
all of Latin America.

We want to be sure that the national planning which is done is not
such that Latin countries are laced into a straightjacket of economic
dogma at the expense of a free economy and an open society, for we
want democratic initiative and free enterprise functioning vigorously
at all levels. We encourage the development of institutions vital
to a free economy, such as savings and loan associations, farm coopera-
tives, and better technical schools. Because we attach a great deal
of importance to the development of dynamic private enterprise in
Latin America, AID has in mind both elements—the encouragement
of an environment conducive to the development of home-grown
private enterprise, and the safety and stimulation of U.S. and other
foreign investment and trade, which have contributed critically to
the growth of these couatries.
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BALANCE OF PAYMENTS PROBLEM

In administering our programs, we are most conscious of the U.S.
balance-of-payments situation. I am convinced that the Alliance
for Progress mn Latin America will have a positive impact on our
balance of payments. If Latin America’s trade had kept up with the
growth in world trade and if its terms of trade had not deteriorated,
the U.S. balance-of-payments problem would certainly have been
much less serious. But Latin America’s trade position has worsened
drastically. While world exports have grown 53 percent in the past
decade, the exports of the 19 Latin American countries have increased
only 14 percent, from $7 billion in 1951 to $8 billion in 1961. If oil
is excluded, Latin American exports present a picture of stagnation.
U.S. exports have inereased 40 percent during the same pericd. Note
that this figure is well below the world exports growth rate. Our
annual exports to Latin America amount to 20 percent of our total
exports, and their imports of our products amount to half their total
imports. But our exports to the 19 Latin American Republies
are declining. At the same time, Latin American terms of trade
with the United States over the past decade have deteriorated by
over 20 percent. This general stagnaticn in Latin America’s ability
to pay tor imports from the United States is obviously harmful to
our export trade. Helping our neighbors help themselves, there-
fore, is essential if we are to increase our world trade and improve
our balance-of-payments position,

SOCIAL PROGRESS ACTIVITIES

This effort began last year when the Congress provided $500 million
for social progress activity under the Act of Bogotd and $100 million
for Chilean reconstruction. The bulk of the social progress funds,
$394 million, went to the social progress trust fund of the Inter-
American Bank. The IDB obligated $224.2 million by July 1 for
important social projects in improved land use, housing, water supply
and sanitation facilities, and higher education and training. Examples
of the Bank’s projects are:

(1) Aloan to finance improved land use in Chile through a system of
supervised agricultural credits in favor of 10,000 small farmers and
their cooperatives. Other agricultural credit loans were made in El
Salvador and Peru.

2) A loan to finance urban housing in Colombia for low-income
groups. It is providing 13,000 housing units. Similar housing loans
have been made to Costa Riea, Panama, Peru, and Venezuela.

(3) A loan to increase the water supply for the 691,000 inhabitants
of the city and vicinity of Salvador, Brazil, only half of whom have
potable water. Other water supply loans have gone to Chile,
Colombia, Uruguay, and Venezuela.

The Act of Bogota funds also included $6 million for the OAS, $100
million for Chilean reconstruction, and $100 million for the Inter-
American Program for Social Progress (IAPSP) of AID.

As of May 31, obligations of the OAS portion were $4.4 million, to
finance technical advisory missions and technical assistance, especially
in the fields of taxation, agriculture, land reform, and education. All
of the Chilean reconstruction funds have been obligated, and the
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Chileans are putting them to work in a variety of disaster-recovery
and economic-development projects. Of the TAPSP funds, $57.8
million had been obligated by June 30 for social progress projects in
17 countries, 3 territories and 1 regional organization.

Turning to the AID fiscal year 1962 approved program itself we
find (1) on the development grant side, 98 percent of the $18.2 million
program is obligated and (2) 99.6 percent of the supporting assistance
program of $104.7 million is (J|I{if_‘fall('l|, Two-thirds of supporting
assistance is in loans. In addition, $189.6 million in development
loans is committed.

ALLIANCE FOR PROGRESS COMMITMENTS

As you know, we fulfilled our commitment, which was intended to
show the extent and seriousness of our purpose in undertaking the
Alliance for Progress, to commit $1 billion to Latin American develop-
ment during the first 12 months of the Alliance. This March 1961
to March 1962 activity was particularly gratifying because it demon-
strated that most of our aid funds are now being committed as loans.
Some 86 percent of the billion dollars was in loans, only 14 percent in
grants. }*”iscnl year 1962 figures show a billion dollars invested as
well, much of it, of course, overlapping the March-to-March figure.
In fiscal year 1962, according to preliminary figures, obligations and
loan authorizations from AID, Social Progress Trust Fund, Export-
Import Bank, Food for Peace, and Peace Corps totaled $1,117 million.

he Alliance program for fiscal year 1963 shows our determination
to lend for long-range development projects which have strong
multiplier potential. We intend to use our funds where they will
make the most impact. We are terminating or phasing out a large
portion of the older technical assistance projects. Host countries are
taking on full responsibility for our service operations in the fields of
health, education, and agriculture. We have encouraged our eople
to relate U.S. activities to a few goals with impact potential, loan
projects which will contribute to the economic and social development
of the country and which will require significant contributions and
cooperation of the Government and people involved.

\-{-’e have made clear that we want to reduce the proportion of grant
aid each year. As we finance more and more of our projects on a
cooperative or consortium arrangement with other lending institutions,
I am convinced that grant aid will decrease.

1963 BUDGET REQUEST

We are requesting an appropriation of $600 million for development
loans and grants for fiscal year 1963. In addition, we are requesting
supporting assistance funds as indicated in volume III of the proposed
program for fiscal year 1963. The amount requested for fiscal year
1963 assumes generally improved economic and political condifions
in these countries. It is a drastic reduction from fiscal year 1962.
Should a sudden crisis erupt in these or other countries or if conditions
become worse than we foresee, additional supporting assistance will
be needed from the contingency fund.

The bulk of the $600 million appropriation request is for long-term
development loans. Only $90 million in new appropriations for
grants is requested, for those situations—principally in the areas of
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technical assistance and in the building of basic social and govern-
mental institutions—where grants continue to be necessary. Grants
will assist in educational development, planning, government admin-
istration, and improved rural institutions—vital ingredients to the
development of human skills and institutions necessary to successful
development.

We are asking $510 million for loans. We have before us well over
that amount in proposals for development lending. Among these
porposals are such significant projects as the impact development
program for the depressed areas of northeast Brazil. Venezuela seeks
credit for relending to private enterprises and to advance agrarian
reform. Our program for development lending makes the United
States a partner in the long-term economic development of Latin
America, development keved to steady progress in vital social and
economic reform.

The rate of nbi:;:nlmm I mentioned earlier is a good justification
for a full appropriation for fiscal year 1963. We have been prudent
in committing our funds. The rate of obligations is the result of the
careful review and screening of proposals prepared under the old and
new criteria, new organization, and new personnel, We have insisted
that our conditions be met and have not hurried to expend funds until
they were. We have turned back tens of millions of dollars worth of
loan applications. The caution we have shown is vital in this first
year of such a crucial program as the Alliance.

ADVANCES MADE BY ALLIANCE

If we are impatient with our own record so far in the first months
of this decade of development, we are far from satisfied with Latin
American progress under the Alliance for Progress. We cannot be
satisfied when so little has happened in relation to what must happen—
and when our continued impatience at the rate of change and growth
is necessary to stimulate the performance of the Latin American
governments,

This is not to say that meaningful progress has not been made. I
have here two extensive reports, one on self-help and reform and one
on tax reforms. The significant reforms which have taken place in
countries like ( Olﬂlllhhl, ‘enezuela, El Salvador, and Bolivia, among
others, since the Act of Bogotd, have been promising not only in
themselves but also for their influence all over Latin Americ:

Considering the difficulties involved in tax reform in any (ounlr\
the advances made by the Latin Americans in that field are hear tening.
Chile is arresting and prosecuting tax evaders for the first time in its
history. Better tax enforcement, under a U.S. aid program, brought
to Bolivia 30 percent more national revenue last year and will bri ing
in an additional 22 percent in 1962. We estimate that new tax meas-
ures taken by 15 Latin countries since last July will have brought in
$185 million in additional revenues by this August. This is jllt-l the
first step.

We are carrying forward the specification of the Congress that we
“take into account the extent to which the recipient country shows a
responsiveness to the vital economie, political and social concerns of
its people and tlun()mhult'». a clear determination to take effective
self-help measures.” There are groups on the left and on the right
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who would seek to frustrate self-help efforts, and thereby the Alliance
itsell; and we have therefore remained flexible in our approach. We
have explained to those who work against the Alliance that they have
more to fear from their own destitute peoples than from the United
States; that the self-help goals of the Alliance deserve their support
not only by their appeals to conscience and patriotism, but to self-
preservation as well.

On the other hand, of course, the need for specific self-help and
reform measures must be judged in terms of the economic situation
in the particular country, the potential contribution to economie

rowth, and the nature of the political forces concerned with it.
ixternal aid is most effective when tendered at the optimum time to
support and encourage national programs, not when it is given as a
reward for some earlier accomplishment. For the first time, the U.S,
aid program for Latin America can, by the extending or withholding
of assistance, have some influence over the actions of the national
governments. We have, at last, a powerful combination to help the
members of the Alliance to create economic and social development
rograms leading to political stability throughout this hemisphere.
Ve have not been afraid to use this new tool.

Self-help takes on its greatest significance when indigenous govern-
ments and private groups will work and plan together with external
institutions to build a better future for the entire hemisphere. One of
the most exiciting and hopeful developments of the first year of the
Alliance has been the increasingly close cooperation among all the
agencies working for the development of Latin America. Our rela-
tionships with these agencies have improved, in part as a result of the
interagency Alliance for Progress Committee of which I am chairman.
We have developed close working ties with the World Bank, the
Export-Import Bank, the IDB, and with the other international
institutions, large and small, which are engaged in development
activities. Coordination exists not only informally at the top level,
and through the Alliance Committee, but it permeates to the working
lef;:el—lhe desks, the technical services, the program and planning
offices.

ACTIVITY OF DEVELOPMENT ASSISTANCE COMMITTEE

Through the Development Assistance Committee of the OECD
we have worked tirelessly to encourage the developed nations of the
world—especially the European countries associated in the Common
Market and Japan—to contribute more generously to the social and
economic development of the poorer nations. We have received a
good response, and 1963 promises to be a banner year for significant
cooperation. The World Bank expects to bring together interested
parties to aid in the development of several of thosc countries. The

DAC countries, the IDB, and others join with the World Bank and the
United States in making the Alliance a worldwide development effort.
Under this type of cooperative action, ATD will function as a coor-
dinator and “lender of last resort.”

SOCIAL IMPROVEMENTS

AID grants and loans, combined with other financing and strong
emphasis on self-help—all under the banner of the Alliance for
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Progress—are already making possible significant progress in assisting
Latin American countries to overcome crushing problems in housing,
agriculture, water supply, and education. Here are some examples:

(1) Colombia undertook nationwide programs in self-help housing,
school construction, and land reform. The self-help housing project
which President Kennedy inaugurated in December got its start as a
pilot program under a $500,000 AID grant in 1961. The pilot project
was a success. To expand the program, ATD has extended a loan of
$12 million and the IDB a loan of $15.2 million. The funds are
administered by Colombia’s Instituto de Credito Territorial, which
plans to build 132,000 new housing units in the next 5 vears. Colom-
bia’s contribution over this period will be approximately $100 million.

(2) Farm problems in Chile were severe, and the Alliance for Prog-
ress is helping the Chileans to meet them. ATD grants will have
helped to establish & number of new extension offices and to set up
900 small farmer community organizations by fiscal year 1963.
Meantime, the Chileans have drafted a land reform law and decentral-
ized and modernized their agricultural administration. Now 36,000
farm families can be reached by technicians familiar with modern
farm methods. The IDB is lending 10,000 small farmers a total of
$10 million to help finance a program of improved land use through a
system of supervised agricultural credits which favor small farmers
and their agricultural cooperatives. The local contribution to this
program totals the equivalent of nearly $14 million.

COMMUNIST REACTION TOWARD ALLIANCE

Everywhere I go in Latin America the Communist paint anti-

Alliance slogans on walls and distribute them in handbills. Just
this month, Soviet Premier Khrushchev paid us a great compliment
by attacking the Alliance in vituperative terms, thereby reflecting
his concern that programs like these are succeeding, that the Alliance
is moving forward. Cuban Communist leader Blas Roca also attacked
us viciously on May 22, when he said that the Alliance “gives no
adequate or effective answer to the cry of the peoples of Latin Amer-
ica.” And Premier Castro of Cuba said that the Alliance will not
succeed, that we do not have the courage to follow through on this
program. On June 1, he said: “The American economy can’t afford
it. They have neither the gold reserves nor the organization nor the
men to make it work.”

We have heard these arguments before. 1t is our job to prove them
wrong. We have the courage. We are making good progress. Our
success will depend upon our firmness of purpose, our flexibility, and
the adequacy of our resources. We ask your help. I am confident
that we will return next year with a record of solid progress to report.

Mr. PassmaN. Thank you very much, Mr. Ambassador.

Secretary Martin, would you like to make a statement before we
proceed with the examination.

Mr. MarTiN. | have a prepared statement which I will read, if
you wish.

Mr. Passman. We shall be happy to hear from you, Mr. Secretary.
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STATEMENT OF ASSISTANT SECRETARY OF STATE FOR INTER-AMERICAN
AFFAIRS

Mr. MarTin. Mr. Chairman, members of the committee, recog-
nizing the gathering forces sweeping the American community of
nations toward fundamental economie, social, and political changes
President Kennedy in March of last year proposed that the people of
the hemisphere join in & new Alliance for Progress, a vast cooperative
effort to bring a better life to all the people of the Americas.

INTER-AMERICAN COOPERATION

The Alliance for Progress represents the most important common
venture in the history of our hemisphere. In joining this common
effort we realize that the destiny of the United States is irrevocably
joined to the destiny of all the nations of the New World.

Special relations have always existed between the governments and
people of the United States and those of Latin America. In addition
to our special geographic ties, we share a common history of revolt
from colonial rule and a common heritage in the quest for dignity and
freedom of man. More than a century ago the Monroe Doctrine
focused attention on the special concern of the United States with
freedom and security in this hemisphere. Subsequently the good
neighbor policy further strengthened our relations with Latin America.

Cooperation between the United States and Latin America has
grown steadily, marked by such events as the Rio Treaty of 1947 to
assure the collective security of the hemisphere and by the establish-
ment of the Organization of American States to promote a complex

of political, economic, and cultural objectives. Modern technology
and economic developments are bringing us closer together into a
constantly more intimate neighborhood relationship. In times of
world crisis Latin America has been our most reliable source of a
number of raw materials and other products essential to defense
efforts and civilian requirements, for example, petroleum, copper,
tin, lead, zine, drugs, vegetable oils, and animal fibers.

SOCIAL AND ECONOMIC CONDITIONS IN LATIN AMERICA

Despite the common ties and traditions held by the countries of this
hemisphere, our southern neighbors have not experienced the steady
economic and social progress enjoyed by the United States. Mass
poverty and discontent have brought an insistent demand for change.

Among the forces behind the demand for change perhaps the most
significant are, on the one hand, the rapid population growth and, on
the other, the slow growth of their foreign trade on which their econo-
mies so heavily depend.

The population of Latin America was only 63 million in 1900.
Today it has more than 200 million and is the most rapidly expanding
region in the world. 1In the past century its population has risen from
3 to 7 percent of the world total. Millions of additional workers in
Latin America will be seeking new employment opportunities.

Latin American economies have placed heavy reliance in the past on
the export of primary commodities to generate new employment
opportunities. This is demonstrated by the fact that exports account
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for almost 20 percent of the gross national product of the area. By
comparison total exports of the United States account for only about
3 percent of our gross national product. World markets for primary
commodities, however, are expanding slowly and the growth of Latin
American exports, including petroleum, during the past decade was
less than 15 percent; for some of the larger countries exports actually
declined. Clearly Latin America cannot rely so heavily as in the
past upon sales in foreign markets of primary commodities as the
major basis for supporting the rapidly increasing population.

The necessity for change presents a challenge more urgent and
more complex than the hemisphere has known before.

PURPOSE OF ALLIANCE FOR PROGRESS

The Alliance for Progress is the hemisphere’s response to this
challenge. It signals another great advance in hemispheric coopera-
tion and demonstrates anew our identity of purpose in the quest, for
dignity, freedom, and security.

Pursuant to the proposal by President Kennedy, the Inter-American
Economic and Social Council met in August of fast year in Punta del
Este, Uruguay, for the purpose of developing policies, prineiples, and
procedures for putting into effect the Alliance for Progress. From this
conference emerged the Charter of Punta del Este—a statement of
economic and social development policy in Latin America for the
decade of the Alliance for Progress. ~After full and careful deliberation
all member countries, except Cuba, subscribed to the charter.

The charter recognizes that we must come to a better appreciation
of each other’s economic and social life and problems because it is in
this area that our relationships are growing closer and the possibilities
for constructive cooperation are becoming more important.

It recognizes too that in this great cooperative effort the largest role
will be played by the countries of Latin America themselves, They
will provide the great bulk of the resources and they will undertake
the vast and complex efforts to achieve essential reforms.

The program outlined in the Charter of Punta del Este has many
facets. The program mnot only stresses physical economic growth
but is also ideological with emphasis on social justice, international,
and interregional cooperation, and orderly political processes. It
calls for improving and strengthening democratic institutions as well
as accelerating economic and social development.

It calls for adjustment and change no less than revolutionary but
in & constructive and democratic manner. In countries with much
higher standards of living and more advanced levels of education
reforms similar to those foreseen in the Alliance for Progress have
come slowly and by stages.

In Latin America what should have been done in decades must now
be done in years. Time is running short. In carrying out programs
under the Alliance there will be ever present a strong sense of haste
and even of impatience.

But it must be remembered that in a democratic system issues are
thoroughly considered and all factions must be given opportunity to
be heard. While progress may be uneven and occasionally be inter-
rupted, an accelerating upward trend is the goal and the firm expecta-
tion.
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BOURCE OF ALLIANCE INVESTMENTS

It has been estimated that about four-fifths of the required invest-
ment will come from local sources. But substantial assistance,
primarily in the form of long-term loans, is expected to become avail-
able from international institutions and from Western European
countries, Canada, and Japan, as well as the United States. Discus-
sions among representatives of these countries concerning such
assistance have been initiated in the Development Assistance Com-
mittee of the Organization for Economic Cooperation and Develop-
ment (OECD).

Other measures too are under consideration, some in the study
stage and some in negotiation, which are designed to stabilize external
markets and to expand demand for primary commodities important
to the export trade of Latin America. For example, work on a new
coffee agreement, in which both producing and consuming countries
will participate, is well advanced. Such an agreement, involving the
most important export commodity of a number of Latin American
countries, will reflect a major stride in international cooperation under
the Alliance for Progress. Within the past vear, when the Central
American Common Market arrangements were activated, a far-
reaching but little heralded milestone in regional cooperation was
reached. These arrangements open wide opportunities for economic
growth and broader cooperation among the countries of Central
America.

The programs and procedures of the various international agencies—
such as the Organization of American States and the Inter-American
Development Bank—will influence the adoption by Latin American
countries of self-help and reform measures. In numerous cases
international agency opinion and prestige will be invaluable in per-
suading a country to adopt constructive but controversial measures.
These agencies have already intensified their efforts to promote the
objectives of the Alliance for Progress.

Included among these efforts are the provision of technical as-
gistance to countries in speeding the preparation of soundly conceived
national plans, the establishment by the OAS of a panel of nine
experts to review plans and make recommendations concerning both
their modification and implementation, and the administration by
the IDB of the Social Progress Trust Fund pursuant to the conditions
indicated in the Act of Bogoté.

ASSESSMENT OF ALLIANCE PERFORMANCE

In order to facilitate the assessment of performance under the
Alliance, agreed procedures are now in effect to hold an annual
meeting of the Inter-American Economic and Social Council at which
the progress and the problems of the period will be considered before
ministerial level representatives of all member countries. In this
way the performance of each country will be examined both by all
other member countries and by international agencies which are
participating in the programs. a

In reviewing performance against a development plan the com-
plexity of each country’s task must be recognized. No economic
development plan can fully anticipate the future and, consequently,
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all plans must be subject to adjustment in the light of unfoldin
events. Judgments must also take into account emerging politic
realities.

While it is proposed that assistance be extended more readily to
those countries which best help themselves, the economic development
goal for each country will be the achievement of a steady rate of
self-sustaining growth, a rate of growth which requires no external
aid other than that extended on conventional terms. The Alliance
for Progress is designed to ereate conditions conducive to such growth
under free institutions and constitutional processes.

For the United States the Alliance for Progress represents a much
more intimate political contact with the course of events in Latin
America than heretofore. We must support and work with groups
who cherish democratic values and constitutional government. We
must help preserve such wvalues in the continuing contests with
extremist ideas and alien forces.

An immediate danger to constitutional government in Latin
America lies in the fact that in few countries are there only two major
political parties. Elections are [requently fought out among three,
four or even five parties or factions. For one party to gain a majority
of the vote is more often the exception than the rule.

In contests among several {J(Jil-il'ﬂl parties it is possible for an
extremist group to gain control of the Government without repre-
senting the wishes of the majority. It is also possible for such an
extremist group, having once reached power and being fearful of free
elections, to bring constitutional processes to a prolonged halt.

The need is to encourage the developient of more stable and mature
political parties which are based not so much upon personalities as

upon enduring principles of public service and conduct. Among the
central political objectives of the Alliance for Progress is the unifica-
tion of popular support behind those parties which—by establishing
constructive programs and clearly defined goals, by representing the

aspirations and the will of the majority, and by conducting them-
selves with a high sense of responsibility—provide lvmlm'sf]'.p and
inspire confidence in the future of their countries.

A guarantee of quick and complete success for the Alliance for
Progress cannot be assumed. The alternative, however, to continued
and even more resolute efforts is certain political catastrophe in
Latin America, a weakening of our historical ties in the hemisphere
and an increased threat to our security.

T o o

l'hank you, Mr. Chairman.

Mr. Passman. Thank you, Mr. Secretary.

I think we all recognize, Mr. Ambassador, that we have a long
way to go to help our friends in Latin America achieve what we think
is a worthwhile objective.

LONG-RANGE PROSPECTS OF LATIN AMERICAN PROGRAM

As it may be a long-range and rather expensive undertaking we have
to proceed cautiously and ecarefully.

I live near Latin America. I like the people. They are wonderful,
friendly neighbors.

;L . * L . 5

We are dealing with some very old civilizations. Some of these
people had adyanced civilizations even before the beginning of
America, as we know it today.




14

Mr. Moscoso. They were colonized in some instances before us.
Mr. Passman, It goes back many hundreds of years.
Mr. Moscoso. Hundreds of years.

PHILOSOPHY OF EDUCATED PEOPLE

Mr. Passman. Many of the top echelon people in Latin America,
the so-called educated people and wealthy people, who run the
countries, have a different political philosophy than we, do they not?

Mr. Moscoso. In some instances, yes; sir.

Mr. Passman. Would you say in many instances?

Mr. Moscoso. I would say, Mr. Chairman, basically they are in
favor of representative demoecracy.

ORIGIN OF AID PROGRAM IN LATIN AMERICA

Mr. Passman, When did our aid program actually begin in Latin
America?

Mr. Moscoso. 1942, Mr. Chairman.

Mr. PassmaN. The aid program as we know it today started, I
believe, in 1947, did it not, with the Marshall plan?

Mr. Moscoso. With the Marshall plan.

Mr. Passman. When did we first go into Latin America with some
small aid program as a takeoff from that program?

Mr. Moscoso. As differentiated from the previous programs we
have had in Latin America, I think this past year is really the year
we started to give the kind of assistance we have given worldwide to
other countries.

Mr. Passman. When did we start our aid program in Latin America,
subsequent to the enactment of the Marshall plan?

Was it 19527

Mr. Moscoso. 1952, $18 million.

Mr. Passman. Thank you.

LATIN AMERICAN GOVERNMENTS OVERTHROWN

Could you tell us how many presidents have been assassinated
since 1952 in various Latin American countries?

Mr. Moscoso. 1 do not have the figure.

Mr. Passman. If you could get the figures, we would appreciate it.

Can you tell us how many governments have been overthrown in
Latin America since we have had this program?

Mr. Moscoso. Quite a few.

(The information follows:)

])III'JHI])]-ZNTS ASSASSINATED AND GOVERNMENTS OVERTHROWN IN LAaTIN AMERIC A

Three Presidents have been assassinated in Latin America since 1952: Jan-
uary 2, 1955, President Jose Antonio Remon of Panama: September 29, 1956,
President Anastasio Bomoza of Nicaragua; July 26, 1957, President Carlos
Castitlo Armas of Guatemala,

On May 30, 1961, Generalissimo Rafael L. Trujillo was assassinated. He was
not, however, the President of the Dominican Republic at the time of his denth.

Although the question of the overthrow of governments sometimes rajises
various technical and legal problems, our files indicate that there have been
governments overthrown in 13 Latin-American countries since January 1, 1952,
Of interest may be the fact that in several countries Argentina, Colombia, Cuba,
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El Salvador—governments have been overthrown on at least two oceasions during
this period.

Mr. Passman. Usually, enlightened people, or educated people,
were at the head of those governments?

Mr. Moscoso. In some instances: in other instances it has not
been that way, Mr. Chairman.

Mr. Passman. At least there were educated people in control of
the country, and in control of the purse strings?

Mr. Moscoso. In some instances, yes.

DEVELOPMENT CREDITS

Mr. Passman. There never has been a witness before this committee
who referred to aid items as loans as often as you did in your state-
ment. Unless we keep this thing in proper context, we are going to
mislead the American people. We will say it so often until we start
believing it ourselves.

I made it a point to ask Secretary Dillon specifically about this
matter. I said:

In vour professional position as a banker, Mr. Secretary, would you actually
call these things loans, if there is no interest? Would they come under the category
of hard loans?

Secretary DiLron. No.

Going further, he said:

They ecall them development, eredits, and I think that is a good name for them.

I am not going to be a party to misleading the people into believing
these things are loans.

Are these people, under this arrangement, eligible for these develop-
ment credits on a 40-year basis with no interest, and 10 years’ grace?

Mr. Moscoso. Yes, sir.

Mr. Passman. Then, we are referring to the same type of credit?
We have the same thing in mind?

Mr. Moscoso. The only thing I want to explain is that a very sub-
stantial amount of lending is done on other terms by the Export-
Import Bank and by the——

Mr. Passman. We are not discussing the Export-Import Bank.
We are discussing these items here marked “loans.”

Are you not testifying primarily for the Alliance for Progress?

Mr. Moscoso. Right. But as coordinator, part of my responsi-
bility is to try to encompass the whole developmental effort.

Mr. Passman. If you would break it out, and tell us what you
propose under the Export-Import Bank, that we will understand.
In the past, it has been a good organization. I do not know whether
we have changed it to the extent it will develop into one of these give-
away programs. Let us hope it will not.

FLIGHT OF CAPITAL FROM LATIN AMERICA

Has it been established that the flight of capital from Latin Ameries
1s in excess of the amount of capital that we are putting in?
Mr. Moscoso. No, sir; it has not been established.

87948—62—pt. 3 2
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As a matter of fuct, the flight of capital is a very, very difficult thing
to measure. All kinds of ideas are expressed and figures are quoted
which in some instances are almost outlandish.

I remember reading in one instance of $8 billion of Latin American
funds being on deposit in Swiss banks, and, as I understand it, the
total deposits in Swiss banks is $7.5 billion.

Mr. Passman. How were you able to get that information?

Mr. Moscoso. This is not Latin American money; this is the total
deposit in the Swiss banks.

Mr. Passma~. It is a guess?

Mr. Moscoso. That is right. Just like the flight of capital.

Mr. Ruoves. I doubt if anyone would say that the loss of $7 billion
was not a substantial flight of capital.

Mr. Passmaxn. I wish you would get Secretary Dillon’s recent state-
ment. It looks as if he surmises what is happening.

I quote from the Washington Evening Star for June 26, 1962:

Secretary of the Treasury Douglas Dillon last night called on wealthy Latin
Americans to reverse the flow of capital they are now sending abroad and invest
these funds at home where he said they are sorely needed.

It appears that we have not been Very persuasive.

Mr. Moscoso. May I say that the information that I got about
the $7.5 billion in Swiss bank deposits is about as good an educated
guess as one can find. This is from the Board of Governors of the
Federal Reserve System.

Mr. MiLLeER. Total deposits, not just Latin American deposits.

Mr. PassmaN. You have nothing to substantiate it. It is a guess.

Mr. Moscoso. I do not know if the total can possibly be obtained.

Mr. Passmax. You cannot even obtain the names of the investors.
can you?

Mr. Moscoso. I do not know whether you can or not. 1 do know
this information which came from the Board of Governors of the
Federal Reserve System seems to indicate they probably get the
information from some official source.

Mr. Passman. On this subject, we are both guessing,

COST OF ALLIANCE FOR PROGRESS

Let us just back up to fiscal 1962. Mr. Andrews was asking the
questions. I quote from page 230 of our hearings:

Mr. Gorpon. To put a figure on this over the 10-year period I must say I find
very difficult.

I have not made caleulations and 1 really do not know what my guess would be
worth. If you want me to make——

Mr. ANprEws. That is all I am asking. That is all you can give.

Mr. Goroox. Well, sir, I would guess for these particular purposes over the 10-
year period that something in the neighborhood of $2.5 billion or so might be
indicated. That is a rate of $250 million a year.

That was to get the program started.

According to my interpretation of the legislation that just passed for
fiscal year 1963, the Congress authorized $2.4 billion, fiscal year 1963
through fiscal year 1966. That would be about $600 million for fiscal
year 1963, would it not?

Mr. Moscoso. Yes.

Mr. Marris. I think Mr. Gordon’s testimony was on behalf of the
IDB Social Progress Trust Fund.
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Mr. Passman. The Alliance for Progress program is what I am
talking about.

Mr. MiLLer. I think we should complete the gentleman from
Alabama’s questions on page 230.

Mr. AxprEws. This $2.5 billion figure does not include what will be spent
under our regular DLF program or the ICA program, as we have known them for
the last 5 years?

Mr. Gorpon. DLF, no.

With respect to ICA, there are certain technical assistance activities of ICA in
fields other than these.

For example, in improving industrial productivity, these are very small.

Mr. ANDREWS. Your opinion of $2.5 billion has to do with only this program
that we are considering here now?

Mr. Gorpon. That is right.

Mr. Passman. I am not talking about technical aid. T am talk-
ing about the Alliance for Progress program.

Is that what you had in mind, Mr. Andrews?

Mr. ANDREWS. Yes.

Mr. Passman. We realize that we are going to have to borrow this
money for them to spend.

ASSOCIATION OF AID WITH INTER AMERICAN DEVELOPMENT BANK

Mr. Ambassador, would the Inter-American Development Bank
be in your realm?

Mr. Moscoso. The Inter-American Development Bank is an
international institution, a regional organization. We do have some
say on the loans which are made out of the Social Progress Trust Fund.

Mr. Passman. You have to coordinate the operation?

Mr. Moscoso. That is right—of the Trust Fund.

Mr. Passman. Therefore, you have a significant interest in the
success of the Inter-American Development Bank and how they spend
their funds, and whether they are spent wisely?

Mr. Moscoso. That is correct.

Mr. Passman. I believe you have a reputation of watching dollars
too, and where there are irregularities, you want them exposed, do
you not?

Mr. Moscoso. Yes, sir.

TRIP OF IDB OFFICIALS TO EUROPE

Mr. Passman. I shall mention, then, two expense accounts, and
they would indicate that our Latin American {riends figure we are
picking money off the trees, or plowing it up from the ground.

This is an Inter-American Development Bank detailed cost of a
European trip for Mr. Herrerra and Mr. Menapace, and Mr. Car-
denas, who from June 4 to July 19, 1961, made a trip to Europe. It
says:

Subsistence for the three, $4,876.05; incidentals, $860,67; represen-
tation—and I assume that would mean a few little drinks—$1,048.68;
transportation, $6,009.34, or a total of $12,786.74.

Subsistence per day per person, $64.54; subsistence per person for
35 days, $2,258.90; total expenditure, per person, for the 35 days,
$4,262.24.

Would you have a look at that matter sometime at your
convenience?
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Mr. Moscoso. Yes, sir. I recall this trip of Mr. Herrera’s because
it got quite a bit of play in the newspapers.

As a result of that trip some $24 million of bonds of the Bank w ere
negotiated and sold. The Bank, as you know, is trying to create a
market for securities.

Mr. PassmaN. That happened subsequent to this trip?

Mr. Moscoso. Yes.

Mr. Passman, When did they sell these bonds, and where were
they sold?

Mr. Moscoso. The negotiations took place in Rome.

Mr. Passman. Where did they sell the bonds?

Mr. Moscoso. In Rome.

Mr. Passman. To whom were they sold?

Mr. Moscoso. $24.2 million of bonds of the Bank were sold to
group of banks headed by the Bank of Italy and managed by the
Mediobanea, Milan.

Mr. Passman. They made this trip, though, before they had
expended over 2 or 3 percent of the funds we had given them?

Mr. Moscoso. This trip was made after the appropriation was
made, as I recall.

Mr. PassmaN. You only had 1 year’s appropriation, and you had
not expended it?

Mr. Moscoso. That is right.

Mr. Passman. Regardless of other factors, could they have justified
that type of an expense account? Do you spend that much money
when you go out, Mr. Ambassador?

Mr. Moscoso. No; Mr. Chairman. This type of trip, I can
imagine, required a good bit of talking to bankers

Mr. Passman. I did not know you had to pay to talk. All right,
Mr. Ambassador, if you want to defend this kind of waste of the
American taxpayers’ money, go ahead.

Mr. Moscoso. Mr. Chairman, T do not want to defend it.

Mr. Passman. If they had moved the Bank of [taly to Washington
on & boat it would not have justified that type of expense account.

Mr. Moscoso. Mr. Chairman, I happen to have been a director of
a bank and that I know in order to sell our paper we had to get bankers
around the table.

Mr. Passmax. Mr. Cutler said:

We went to all the big finaneial countries- -England, France, West Germany,
Italy, Switzerland, Holland, and Belgium. And as a direct result of that trip,
we ol those four participations from the two big banks in West Germany, one
in Italy and one in Switzerland—=$275,000 in one of our loans.

That is all they got out of it. The loan they got will not liquidate
the two expense accounts I am talking about, so you may have to
send them back.

COST OF IDB BOARD OF GOVERNORS CONFERENCE

There are, T believe, 20 members on the Board of Governors of the
Inter-American Development, Bank?

Mr. Moscoso. Yes.

Mr. PassmaN. And these men serve without compensation?

Mr. Moscoso. Yes.
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Mzr. Passman. They had a meeting in Rio in 1961. This is the
expense account:
Travel of Directors, officers, and staff__________ Sl bt gt 13 A
Local services (secretarial, translation, guards, ete.) - 19 638
Printing e ey == 3, 85¢
Transportation of records, documents, and equipment.__
Rental of interpretation and other equipment
Representation
sSundry expenses

Tolalny tee” S

They planned another one for about a year later, and they stepped
it up to $225,000 for these honorary Governors for 1 week.

Will you check that matter for us?

Mr. Moscoso. Mr. Chairman, in the first place, as an international
banking organization the Bank, of course, has to render its report and
obtain the opinions of the representatives of the member countries,
and it also invites to its annual meetings a considerable number of
people who may in the future be the purchasers of some of these bonds
the Bank will sell, which will reduce the need for the United States
and other member countries to make further contributions.

Mr. Passman. If they reall respond, you will have more money
than you can give away, because at one banquet you had 1,000
people.

Mr. Moscoso. They were not all bankers.

Mr. Passman. This, in my opinion, is a tremendous waste of money,
$143,000 in 1 week.

Mr. Moscoso. Mr. Chairman, out of this $143,000 I want you to
know none of the Trust Fund money was used for that. Asa matter
of fact in the trust agreement between the United States and the
Bank it is expressly stated that no funds of the Trust Fund will be
used for that purpose.

Mr. Passman. Out of what fund was it paid.

Mr. Moscoso. It was paid out of the regular funds of the Bank.

Mr. Passman. We did not contribute anything to the Bank?

Mr. Moscoso. Yes, we did; but so did all other countries of Latin
America.

Mr. Passman. The Bank has about three “windows,” to which Mr.
Cutler referred. They got it out of window 3 instead of window 1.

Mr. Moscoso. Mr. Chairman, if T may

Mr. Passman. Defend it all you want to. It needs quite a bit of
defending.

Mr. Moscoso. I do not necessarily want to defend. I want to
explain that in instances where you have to find a market for your
paper it is necessary that you people know about you, that people
know how you operate. Ihavehad a little bit of experience with that.
Sometimes you feel this is the kind of money that could be better
spent in some other manner, but nevertheless when you start to find
a market for your paper——

Mr. Passman. Which one are yvou defending now? You did not
bring people from Switzerland to Latin America, did you?

Mr. Moscoso. There were people from all over the world there.
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INTEREST ON U.5. CAPITAL CONTRIBUTION TO IDR

Mr. Ruopes. Mr. Chairman, is this not the same Bank where
we put our eapital in——

Mr. Passman. The same.

Mr. Ruoprs. We paid interest on the contribution of the United
States which was reloaned to us even though we did not have to
make the payment at that time, and the capital was not needed
by the Bank.

Mr. Passman. That is correct.

Mr. Ruopgs. 1 suppose these expenses must have come from the
profit and loss statement, and since it did not have any substantial
profit other than the gratuitous interest we paid, I would assume
we paid the whole bill.

When you have a convention you take it out of the profit and loss
statement and not out of the eapital account.

Mr. Moscoso. I am quite sure they must have had some interest
return on the deposits they made from the capital participation of
the eountries.

Mr. Ruaopgs. The Bank would have shown a loss if it had net been
for the interest paid on the contribution of the United States. This
was a contribution paid before it was required, and which was reloaned
to the United States. This was done in the Eisenhower administra-
tion, so I am not being political about it.

Mr, Passman. They made the maneuver in the Eisenhower
administration but the disbursement was made under the Kennedy
administration.

Mr. RuopEgs. I cannot disagree with my chairman.

Mr. Gary. Will the gentleman yield?

Mr. Passman. Yes, 1 yield.

Mr. Gary. The United States had subscribed to this capital stock,
and payment for the stock was to be called for when needed. Other
countries had also subseribed to the stock but the United States was
the only country called upon for payment.

Mr. Passman. That is right.

Mr. Gary. And when they got this capital from the United States
it was invested in U.S. bonds and consequently we were paying
interest on the bonds and no other country was, and there has never
been a satisfactory explanation of why the United States was called
upon to put up its money for the capital and other countries were not.
I would I]:'ike to have some explanation for that.

Mr. Ruopes. The only explanation ever made was that the then
Secretary of the Treasury and the then Under Secretary of State
made the decision that the United States should put the money up
at the time instead of giving a note which would be noninterest
bearing, as the other countries did. As I understand, there were calls
made on all the nations but with the alternative of paying, or giving
a non-interest bearing note. All other nations gave a note, but we
decided to put up the money. Since the money was not needed, the
Bank bought U.S. bonds with it, upon which we paid more than
$2 million interest. But there is no satisfactory explanation.

Mr, Gary. And nobody has said why. I was wondering why that
was done.

Mr. Moscoso. Mr. Chairman and members of the committee,
if you will allow me I will look into this and see if I can give you an
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adequate answer. This was before my time. I am not a governor
of the Bank. I hope to be able to get the information, Mr. Chairman.
(The information supplied follows:)

The Department of the Treasury has supplied the following information
concerning the payment of U.S. subseriptions to the ordinary capital and the
fund for special operations of the Inter-American Development Bank.

The agreement establishing the Inter-American Development Bank provides
that payment of the amount subseribed by each country to the paid-in capital
stock of the Bank would be made in three installments. The first installment,
which was 20 percent of the amount subscribed, was due not later than September
30, 1960. The second installment, for 40 percent of the amount subseribed, was
due not later than October 31, 1961. The third and final installment of 40 percent
of the subscription will be due on or before October 31, 1962. The agreement
provides with respect to the fund for special operations that the quota of each
member would be paid in two equal installments., These installments were due
not later than September 30, 1960 and October 31, 1961.

Of each instaliment due, for payment of both ordinary capital subscriptions
and quotas in the fund for special operations, the agreement provides that 50
percent is payable in the form of gold or U.S. dollars and 50 percent is payable in
the currency of the member. The latter may take the form of nonnegotiable,
non-interest-bearing notes or securities pavable on demand, provided that the
currency involved is not required by the Bank for the conduct of its operations.

The U.8. subscription to the paid-in capital of the Bank is $150 million, and
the three installments mentioned above thus amounted to $30 million, $60
million, and $60 million, respectively. The U.8. quota in the fund for special
operations is $100 million, and each of the two equal installments mentioned
above thus amounted to $50 million. The first fwo installments on paid-in
capital—aggregating $90 million—have already been paid and the quota in the
fund for special operations—$100 million—has now been paid in full.

The first installments on both the paid-in capital and the quota on the fund
for special operations were paid by the United States in 1960 entirely in the form
of cash dollars. In October 1961 payment of the second installment of the paid-in
capital and of one-half of the second installment of the fund for special operations
was made in cash. The remaining one-half of the installment due on the quota
in the fund for special operations—equal to $25 million—was paid in the form
of nonnegotiable, non-interest-bearing demand notes. On May 8, 1962, however,
notes in the amount of $30 million were substituted for the equivalent amount
in cash which the United States had paid in as ordinary eapital in October 1961
The following table presents the four U.S. payments thus far made to the Bank
and the form in which the payments were made.

The decision to make initial cash payments rather than to issue notes was taken
after consultation with appropriate congressional leaders and was based upon
T.8. interest in placing tEe Bank’s operations on a sound financial basis from
the outfsit. thus laying the groundwork for satisfactory and successful operations
in the future.

Payments of U.8. subscriptions to the ordinary capital and the fund for special
operations of the Inter- American Development Bank

[In thousands of dollars]

Cash

Ordinary ra?ilal:'
1st installment (Sept. 30, 1960)

80, 000
2d installment (Oct. 31, 1961)2

60, 000

8|88

g|88 8|88

Fund for special operations:
1st installment (Sept. 30, 1960)..

50, 000
2d installment (Oct. 31, 1961)_.

25, 000
75, 000

HEE

13d and final installment of £60,000,000 is due on or before Oct. 31, 1962,
! Initial payment effected entirely in cash; on May 8, 1062, however, $30,000,000 in non-interest-bearing
notes was substituted for an equal amount in cash.




Mr. Passman. Thank you, Mr. Ambassador.

I am not going to win any particular awards for being eritical of
wasting this money, but that is my responsibility.

Mr. Moscoso. But you will agree with me that if the Bank is able
to make its operations known and acquire some degree of repute in the
financial community and over a period of time develop a market for
its securities, there will be all the less call on the member countries’
funds in order to finance the Bank.

Mr. Passman. Are you interpreting this discussion that I am
saying the Bank should not have funds available for necessary
expenses?

Mr. Moscoso. No, sir.

Mr, Gary. Mr. Chairman, may I say the easiest thing for a person
to do is to spend other people’s money, and, since we are putting up
this money for this international bank and other people are spending
it, we feel a very close check should be kept on the expenditures by
the United States. Of course, while we all recognize the necessary
expenses of the Bank must be paid, there is no excuse for wasting
money, as short as it is in the United States at the present time.

Mr. Moscoso. | agree,

Mr. Ruoprs. Mr. Chairman, T think Mr. Moscoso is giving the
international bankers a bad name. T did not realize you could get
money from them merely by entertaining them.

Mr. Moscoso. I did not mean entertaining them, but it gives the
bankers an opportunity to meet the members of the international
bank.

DETAILS ON 1961 CONFERENCE IN RIO DE JANEIRO

Mr. AxprEws. Mr. Chairman, may T ask when that clambake or
party was held and what good came from it?

Mr. Passman. This was in calendar year 1961 in Rio.

Mr. Marrin. It was April 1961.

Mr. Passman. And when did you get the first appropriation for
the Bank? I believe it was September 1960. They certainly got off
to a fast start.

Mr. Axprews. Could I find out what the result of the party was?
How much capital did vou add to the Bank?

Mr. Moscoso. I understand Secretary Martin was there and per-
haps he could answer that.

Mr. Axprews. Did any good come of the party, Mr. Secretary?

Mr. Martin. It was a good first meeting of the directors of the
Bank in getting it launched and promoting its development in the
right direction. As far as the specific goal of selling bonds, I think it
is very difficult to trace any subsequent action to any particular
funetion or particular affair,

Mr. Axprews. Can you tell us how many bonds were sold after
the party?

Mr. Moscoso. $24 million.

Mr. Axprews. I thought it came from Italy?

Mr. Moscoso. Yes, from Italy.

Mr. Pagsman. Did not some come from Germany?

Mr. Moscoso. Yes, sir, participations.

Mr. Passman. That was the $275,000?
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Mr. Moscoso. This is a $24.2 million issue, 15 billion lire of 20-year
5-percent bonds.

Mr. Passman. Sir, our reference was to the cost of the party. It
is fantastic.

FISCAL YEAR 1963 DEVELOPMENT GRANT PROGRAM

For development grants for fiscal 1963 your request for Latin
America is $99,850,000?

GRANTS TO POSSESSIONS OF EUROPEAN POWERS

Would the British possessions and territories in this general area
be included in here?

Mr. Moscoso. Yes, sir. They are becoming independent, as you
know.

In August, Jamaica becomes independent and Trinidad very
shortly after that.

Mr. Passman. You have had an aid program going and contemplate
one for fiscal year 1963, so the answer is that this covers Latin Ameri-
can countries and the British possessions?

Mr. Moscoso. Yes, sir.

Mr. Passman. Does it include any other possessions?

Mr. Moscoso. Surinam, which is a Dutch possession.

Mr. Passman. Does any other country have possessions that will
be included in this $99,850,000 you are requesting for development
grants?

Mr. SrerNFELD, There is $90 million of new appropriations and
the carryover is additional.

Mr. Passman. What is your program?

Mr. SterNFELD, The program is $100 million, $99.8 million.

Mr. Passman. That is what 1 said, $99,850,000. And it will all
be new money,

Mr. SternreLD. There is $10 million no-year funds left over from
last year unprogramed.

FISCAL YEAR 1963 REQUEST FOR DEVELOPMENT CREDITS

Mr. Passman. For development credits you are requesting $510.4
million?

Mr. SterNFELD. It is $510 million.

Mr. Passman. Did you drop the $400,000?

Mr. STERNFELD. Yes,

Mr. Passman. Why? It is on page 69 of your justifications.

Mr. SternrFeLp. I think there was an error on that part. It is
supposed to be $510 million.

Mr. Passman. But it is shown here as $510.4 million.

FISCAL YEAR 1963 REQUEST FOR SUPPORTING ASSISTANCE

For supporting assistance you are requesting $15 million?

Mr. StErNFELD. Yes,

Mr. Passman. So, these items give you a hopeful program of
$625.250,000?

Mr. SternveLp, That is correct.
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Mr. Passman. Do you have any other grants or aid or eredits for
Latin America, other than what has been indicated?
Mr. Moscoso. No, sir; there might be if we run into some very
critical political situation which might require contingency money.
Mr. PassmaN. You mean, if there is any contingency money avail-
able.
PUBLIC LAW 480 PROGRAM

Do you have a Public Law 480 program for Latin America?

Mr. Moscoso. Yes, sir.

Mr. Passman. Let us get it all in one place.

Mr. Moscoso. This is for fiscal 1963, Mr. Chairman?

Mr. Passman. That is correct.

Mr. Moscoso. We have a program of $136,800,000 for titles T and
IV, Public Law 480.

FUNDS AVAILABLE FROM IDA AND IDB

Mr. Passman. What about the Inter-American Development Bank
and the International Development Association? Could you get
those, too?

Mr. Moscoso. No, sir.

Mr. PassmaN. You will have the funds available from the Inter-
American Development Bank?

Mr. Moscoso. There will be a certain amount of lending funds
available from the Bank; yes, sir.

Mr. Passman. Do you know the amount?

Mzr. Moscoso. $170 million estimated from the trust fund.

Mr. Passman. What about the International Development Asso-
ciation?

Mr. Moscoso. I do not have that, Mr. Chairman.

Mr. Passman. But the Latin American countries are eligible?

Mr. Moscoso. They would be eligible; yes, sir.

Mr. Passman. It is part of the program down there?

Mr. Moscoso. It is an international organization.

Mr. PassmaN. But it makes available money for Latin America?
Could you find out how much from that organization?

Mr. Moscoso. We do not have it. We can tell you how much
money is available.

Mr. Passman. Yes; we will have to find out how much money is
available.

Mr. Moscoso. I will be glad to get it.

EXPORT-IMPORT BANK CONTRIBUTION

Mr. Passma~x. How much will be available under the long-term
development credit part of the Export-Import Bank?

Mr. Moscoso. That is difficult because the lending operations of
of the Bank depend on the availability of the kinds of loans they would
be willing to make.

Mr. Passman. Could you get them to give an estimate, and break
it down to the average of what you think you will have available from
the Export-Import Bank?

Mr. Moscoso. We can give an estimate based on what they have
been doing in Latin America before.
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Mr. Passman. They receive the applications in advance of issuing
the checks. So please get the information, if you will.

Mr. ANprEws. Mr. Chairman, let me suggest they get the amount
loaned by the Bank over the last 5 years.

Mr. Passman. Yes, 5 years would be a good period to cover.

Mr. Moscoso. We have the information on the Export-Import
Bank.

Mr. Passman. You indicated you did not have it.

Mr. Moscoso. What we do not have is a projection because in a
banking operation it is difficult to say “I will lend you so much next
year.” You know how much you have loaned over previous years.

Mr. Passman. Could it be that in the past about 40 percent of the
Bank’s total operation has been in Latin America?

Mr. Moscoso. Approximately.

Mr. Passman. Over what period of years has it averaged approxi-
mately 40 percent?

Mr. Moscoso. I will have to calculate that.

Mr. Tennant. We do not have the total figures on the Export-
Import Bank.

Mr. Passman. I think the Export-Import Bank has requested
about $1.3 billion for fiscal 1963. Assuming that is correct, what
would 40 percent of $1.3 billion be?

Mr. Moscoso. In 1960, Mr. Chairman, it is about 40 percent; a
little less than 40 percent.

Mr. Passman. 40 percent would be close enough.

Mr. Moscoso. I would like to check it, Mr. Chairman.

Mr. Passman. You can check it. That would be about $480
million.

Mr. Srern¥FELD. In fiscal 1960 they made worldwide long-term
loans of $765.6 million, of which Latin America was $113.4 million.

Mr. Passman, That is for what year?

Mr. SterNFELD. Fiscal 1960.

In fiscal 1961 they made worldwide long-term loans of $1,042.6
million of which $575.8 million was to Latin America.

Mr. Passmax. We are concentrating to a large extent on Latin
America, are we not, so would it likely be less than $575 million?

Mz, SrerNFELD. The historical pattern shows it is closer to $200
million.

Mr. Passmax. When did you have the $575 million?

Mr. SterNFELD, $575 million was in fiscal 1961.

MILITARY ASSISTANCE PROGRAM USED FOR ECONOMIC PURPOSES

Mr. Passman. Do you have any military program for Latin
America this year?

Mr. STERNFELD. Yes.

Mr. Passman. How much?

Mr. STERNFELD. $76 million.

Mr. Passman. Could you- tell us how much of the military program
will be for building roads, and so on, things that usually come in the
economic aid category? You know, a good deal of military aid is
plowed in for economic aid.

Mr. Moscoso. This is a relatively new program, Mr. Chairman.

Mr. Passman. But that is a fact, that much of it goes into the
economy, and is what we would usually think of as economic aid?
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Mr. SrerNFELD. Most of the military aid in Latin America goes
directly to hardware.

Mr. Passman. You have given us the amount of military aid.
We want to find out what part of the military aid program is going
in the civil or economic part of the program.

Mr. Moscoso. I would have to get that information, Mr. Chairman.

Mr. Passman. But some of it goes into the economic part of the
program?

Mr. Moscoso. That is correct, Mr. Chairman, and I will be glad to
get the information.

(The information follows:)

PorTION OF MILITARY AssISTANCE ProGram UsEp FOR ECONOMIC Purposes
IN LATIN AMERICA

There is no plan to use military assistance funds for economie aid in Latin
America in fiscal year 1963, according to the Department of Defense. In certain
cases, equipment and/or training have been ineluded in the military assistance
program to better enable regularly constituted military units to undertake work
which is in consonance with their organic nature and af the same time will benefit
the Nation as a whole. The characteristic example is use of engineer troops to
open up roads. The military assistance contribution for these “eivie action'
activities is for equipment and/or training.

U.N. CONTRIBUTIONS

Mr. PassmaN. How about the United Nations and the inter-
national development funds?

Mr. Moscoso. The total for Latin America for fiscal 1961 from
all the international organizations was $286.4 million of which the
World Bank provided

Mr. PassmaN. You do not have to break it down. $286 million.
Do you know of any other foreign aid spigots you may draw aid out
of for Latin America?

Mr. Moscoso. No, Mr. Chairman.

INVESTMENT GUARANTEE FUND

Mr. MiLLer. There is one in the investment guarantee field, Mr.
Chairman,

Mr. Passman. Is this a governmental agency?

Mr. MiLier. No, sir; it is part of the Agency for International
Development.

Mr. Passman. How much is that?

Mr. MiLLer. We are requesting an appropriation of $100 million
in the investment guarantee field for worldwide investment guaran-
tees. As you will recall, this is broken into several facets.

TOTAL U.8. AID TO LATIN AMERICA

Mr. Passman. Gentlemen, we are trying to get everything you
have for Latin America in one place. Can you think of any other
spigots you can tap?

Mr. Moscoso. No, Mr. Chairman.

Mr. Passman. What is the total amount?

Mr. Moscoso. We have the worldwide figures on the investment
cuarantees.




27

Mr. Tenvant. I do not have a breakdown. The guarantees are
not an appropriation in the normal sense.

Mr. Passman. Let us get these figures together. We have covered
the field.

Mr. Moscoso. I do not recall any other sources, Mr. Chairman.

Mr. Passman. Could we go back and put them down?

Mr. Moscoso. From all of the international agencies last year

Mr. Passman. You gave a total. I am talking about going back
to your $100 million, $510 million, $15 million, and picking them all
up. Do you remember all the items we covered?

Mr. STERNFELD. I can repeat the figures. You want to start with
the $510 million, plus the $100 million, plus the $15 million, which
is $625 million.

Mr. MiLLeRr. $615 million is what we are asking directly from the
committee.

Mr. Passmax. We understand that. Go to the next item.

Mr. Ster~NFELD. The next item would be the Export-Tmport Bank.

Mr. Passman. There you had a high of $575 million and a low of
how much?

Mr. SrerNrELD. $113 million.

Mr. Passman. What was it last year?

Mr. SterNFELD. $250 million.

Mr. Passman. What is next?

Mr. SterNFELD. The next item would be the Inter-American
Development Bank, $170 million. That is the trust fund.

Mr. Passman. That is the trust fund only, but it is a spigot from
which you will get money?

Mr. SternrFELD. That is correct.

Mr. Passman. What is next?

Mr. SrernFELD. What we could do here is include all the inter-
national organizations; $286 million would include the IBRD, IDA,
[FC, TDB regular funds, U.N. technical assistance program-——

Mr. Passman. Go ahead and give it that way.

Mr. Moscoso. Sir, we gave the last year’s figure on an average.

Mr. Passman. What we want to know is what you requested.

Mr. Sternrerp. We are not requesting anything for the World
Bank or the Inter-American Development Bank or International
Finance Corporation.

Mr. Passman. We have been covering here the first three items of
your justifications. We are following that with all the other sources
of aid you have available. The only way we can ascertain what you
may have available is to put it all in one place.

Mr. Moscoso. I understand, Mr. Chairman, but there is a little
confusion on my part because I understand you are asking us to put
down the amounts we have requested for Latin Ameriea.

Mr. Passman. T want you to pick out every spigot and give the
total amount of money that may be available.

Mr. Moscoso. That may be available?

Mr. Passman. Yes, because if you go in a country and you have
money available from other spigots, you want to know about it,
do you not?

Mr. Moscoso. Yes, sir.

Mr. Passman. We want the total in one place.
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Mr. Moscoso. $200 million is the average for the international
organizations including IDB regular funds, and of course we had the
$133 million for Food for Peace.

Mr. Passman. We do not want to miss that one.

Mr. MiLLer, Mr. Chairman, I want to point out there is data in
the book for each country showing what other assistance is given them.

Mr. Moscoso. The total 1 have here is $1,378,250,000.

Mr, Passman. Thank vou, Mr. Ambassador. You see how that
puts this thing before us.

You come up with a relatively small bill, when in reality you
have $1,378,250,000.

Mr. Moscoso. I want to call your attention to the fact in the
international lending organizations there is participation by other
countries.

Mr. Passman. We understand that. We have the giveaway part
and they have the high interest part.

Gentlemen, can you think of any other foreign aid spigots for
Latin America?

Mr. Axprews. Mr. Chairman, did you cover the U.N.?

My, Passman. Yes.

This gives us a total program of $1,378,250,000 envisioned for 1963,
based in part on prior year programs, and it could be substantially
above that.

Mr. Moscoso. Or it could be less.

Mr, Passman. It is not apt to be less.

PRUDENT LENDING ANTICIPATED

Mr. Moscoso. Since we are engaged in lending operations and we
try to be prudent lenders, if the loan is not of a type that merits con-
sideration we will not make it, and it may be possible it will not be
as much as we have here.

We have some figures, for instance, from the Export-Import Bank
in which the lending there this year has been substantially less than
the lending level before.

Mr. Passman. You had better get another limb to lean on than
the Export-Import Bank. Can the World Bank make hard loans
there?

Mr. Moscoso. Yes. They are making them. They just made one
to Clolombia.

Mr. Passman, Thank you, gentlemen.

We shall recess until 2 o’clock this afternoon.

AFTERNOON SESSION
Mr. Passman. The subcommittee will come to order.
TOTAL FUNDS AVAILABLE FROM ALL SPIGOTS

We finally, this morning, ended up with $600 million for fiscal
year 1963. However, when we put together all the segments, the
actual request and the estimates from the international organizations
the total amount for Latin America would be $1,378 million. Were
those the figures?

Mr. Moscoso. $1,378 million.
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But what we were requesting is the Agency for International Devel-
opment participation.

Mr. Passman. I said all segments, and from all spigots of foreign
aid, that what you are requesting, the amount available from inter-
national funds and from other sources, including the minimum of the
Export-Import Bank, there would be available, if vyou got all the
money you requested, $1,378 million for Latin America in fiscal
year 1963.

Mr. Moscoso. But, Mr. Chairman, as I mentioned to you, quite a
bit of this is lending. To the World Bank, in the case of the Export-
Import Bank and in the case of the Inter-American Bank. To say
exactly how much would be available is——

Mr. Passman. 1 said that we estimated that, and we used the lower
figure, did we not, in putting down the amount for the Export-Import
Bank?

Mr. Moscoso. An average figure.

Mr. Passman. Have I made a statement of fact, that from all
foreign aid spigots approximately $1,378 million would be available?

Mr. Moscoso. It could be, Mr. Chairman.

Mr. PassmMaN. And it could be more?

Mr. Moscoso. And it could be less, too.

Mr. Passman. In what field do you figure it would be less? Did
you put those figures in the record as we discussed them?

Mr. Moscoso. Yes, sir; I gave them to the stenographer.

Mr. Chairman, for instance, in the case of the Export-Import
Bank

Mr. Passman. What did you put into the Export-Import Bank?

Mr. Moscoso. $250 million.

Mr. Passman. In 1 year they had $575 million?

Mr. Moscoso. Yes, sir.

Mr. Passman. So this, under the same conditions, could go up by
$300 million, and if it went down it would have to go below the average
for the past several years to get below the $250 million. would it not?

Mr. Moscoso. Yes, sir,

Mr. Passman. T only want to show how much money would be
available.

Mr. MiLLER. In terms of the Export-Import Bank it is my under-
standing this is the amount loaned and does not include repayments
from previous loans that were made in dollars, so that the actual
amount effectively made available is considerably less than the $250
million estimate that was based on the record of past activities.

Mr. Passmax. You will have it available, if it is the average $250
million of new funds?

Mr. Moscoso. An estimate——

Mr. Passman. I do not want to be asking a question and have it
indicated that you have $600 million, when we know it comes closer
to $1.5 billion.

Mr. Moscoso. However, I want to remind you, Mr. Chairman
that, in the meeting of the nations in Latin America and the United
States, of the Economic and Social Couneil at Punta del Este, a ficure
was used which indicates a substantially larger figure need
external resources in order to be able to achieve a rate of
growth of 2.5 percent per capita per year. This is not S
figure, as you know, Mr. Chairman. ;
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Mr. Passman. We can draw heavily upon our imagination, but
there is no guarantee you can continue pouring money into a bottom-
less pit until maybe you can see a 2.5-percent increase,

I want to deal with the dollars, and 1 would not want it thought
that we are discussing a $600 million program, when it may be $1.5
billion under proposed plans.

UNEXPENDED BALANCES

What is the anticipated unobligated balance for the area that we
have just discussed as of June 30, 1962?

Mr. Moscoso. It is $49 million, sir.

Mr. Passman. In all of the different categories we have been
discussing?

I am sorry. I meant to ask you for the unliquidated obligations.

Mr. Moscoso. For all of these agencies?

Mr. Passman. That is correct, sir. We need that information in
order to determine the amount of money available for future expendi-
tures.

Mr. Moscoso. Perhaps I do not understand the question.

Mr. Passman. For all these items you have had in the past, what
do you have in each category obligated but unliquidated?

Mr. Moscoso. I can talk about the AID sector, Mr. Chairman.

Mr. StErNFELD. The total AID unexpended balance at the end of
fiscal yvear 1962 we would estimate at $503 million.

Mr. Passman. Under AID alone?

Mr. SrerNreLp. Under AID.

Mr. Passman., How about the Food for Peace?

Mr. SrerxreLp. We can supply it for the record.

Mr. Passman. Would you supply it to the committee? We want
it for the record, of course, but if it does not come to the committee
we do not have an opportunity to make a mental note of the figures.

(The requested information follows:)
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LaTin AMERICA

Cumulative unliquidated balance as of Jume 30, 1962, by source and country

(preliminary)

[Table in thousands of dollars]

Country

|

IDRB
(total in-
cluding
SPTF)

Eximbank |

| Food for
peace

| (Public
| Law 480) 1
|

Peace | AID 2
Corps

AIREnNG oo e
Bolivia___
Brazil_

Dominican
Eeuador.. ...
El Salvador

Ciuat

Haiti..

Mexico. ...
Nicaragua
Panama
Paraguay.

Peru. ..

Urugu
Venezuela
British Guiar
British Honduras

Regiona
CABEL.____._.___ ...
Contribution to OAS
OAE (development
ning). ...

Total

plan-

19, 000

17,002

36, 872
9,915
44,622 | 39,878
64,701 | 35,683
13, 559

83, 281
3, 204

8, 095
3,600 |_.
b ¥4

1, 500
41,127

9,006

e | 42,017
800 | 22,708
800 | 41,210
8OO | 79, 863

1,000 | 50,7565
300 | 8,923

13, 900

| 200

| 600

100

5, 433
377

466,728 | 2,037, 533

! Title II figures included in this column are prelininary as of May
2 These country figures are based on the Office of the Comptroller's

1962,

would be $503,051,000,

31, 1962,

1 expenditure analysis dated May 1,
As of June 30, 1062, preliminary reports indicated that the wnliquidated balance of AID funds

1 This figure is $300,000 more than the amount of undisbursed funds reported as of May 31, 1062,

87948—62—pt. 3—38
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Mr. Passman. If you will, get up the unliquidated sums which
would be comparable to the $1,378,250,000 that you would have for
fiscal year 1963, under projections. Give us the total amount of
unliquidated funds by category, for the same items we discussed.

Mr. Moscoso. I imagine, Mr. Chairman, what you mean is if the
Export-Import Bank approves the loan to a certain——

Mr. Passman. Unliquidated loans. It would be to the credit. It
would mean just as much from one source as another, if it is dollars.
We want to know what is available. We are dealing with U.S. dollars.

Would you spread also in the record by category the unobligated
funds?

Mr. SterNFELD. The main portion of the unobligated amount
would come out of the development grant category.

Mr. Passman. How much?

Mr. SterNFELD. That was the figure of $49 million.

Mr. Forp. $49 million out of the total available in fiscal year 19622

Mr. STErRNFELD. A total of $119 million that was available in 1962.

Mr. Forp. About one-third of your money was not obligated?

Mr. Moscoso. That is right.

FROZEN FUNDS FOR LATIN AMERICA

Mr. Passman. When we put together these unliquidated balances
to get the total, which will be directly under the new request from all
segments, it will be $1,378,250,000. Now, could you indicate the
amount of these funds that are presently frozen, that will not be
expended, but are to the credit of Latin American countries, on.
account of the turmoil they are experiencing?

Mr. Moscoso. Like Peru?

Mr, Passman. Yes.

Mr. Moscoso. We can give you the figure.

Mr. SrernFeLp. We can break that out.

Mr. Passman. You have about $90 million in aid committed to Peru.

Mr. Moscoso. Including the Export-Import Bank and the Inter-
American Development Bank.

Mr. Passman. And the AID program also?
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AID TO PERU

Have you frozen the funds of the Inter-American Development
Bank for Peru?

Mr. Moscoso. The Social Progress Trust Fund?

Mr. Passman. That is one of the three windows in this bank.

Mr. Moscoso. The other is internationally controlled so we did
not——

Mr. Passman. In view of the political situation in that country,
it would mean that this $90 million will be available for expenditures
for countries which are moving along with their programs?

Mr. Moscoso. Unless there is a change for the better, Mr. Chair-
man, and we are all hopeful there will be.

Mr. Passman. If there would be a change for the better it still
would not be good enough to put this money in there, would it.

Mr. Moscoso. [Off the record.]

I would like to refer that question to Secretary Martin who has
just come in,

Mr. Passman. We are talking about Peru, where you have some
$90 million, which is unliquidated from the several foreign aid spigots,
not including Food for Peace and military—that does not inclvde
military in the $90 million?

Mr. SternFELD. No.

REAPPORTIONING FROZEN FUNDS

Mr. Passman. In the event the situation there should remain as
is, under the legislation you could reapportion that to other nations?

Mr. Marrin. T could not answer whether vou could reapportion
the funds already committed. T suppose there wovld be a way under
which you could do so. This is a legal question under your commit-
ment authority.

Mr, Moscoso. In the case of the bank I would not know.

Mr. Passman. How about the ATD program, as you understand it?
If the military government there overthrew the elected government,
and they are now in power—and you have the $90 million to the credit
of the country—if it should appear that they are not going to create a
friendly government in the foreseeable future, then you could take
this $90 million and make it available to other countries?

Mr. Moscoso. If we have a loan agreement signed with this par-
ticular country, Mr. Chairman, I believe that this would have to be
looked into carefully from a legal or an international law point of
view.

Mr. Passman. Then you have not, in effect, suspended the aid,
have you?

Mr. Moscoso. We have suspended the payments.
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AID TO CHANGING GOVERNMENTS

Mr. Passman. What will be the status if you are doing business
with an unfriendly government of dictators who overthrew an elected
government friendly to the United States, and they have entrenched
themselves in power and you have this aid there to their credit? What
disposition will you make of it?

Mr. Moscoso. There is a section of the law, Mr. Chairman, which
says when there is a change in the government of a country to whom
we have been giving aid which is of such a nature as to make it desir-
able to reconsider, then the loan can be suspended.

Mr. Passman. Or you could reconsider and continue the aid to the
new leaders?

Mr. MarTiN. Yes. I think we certainly could do that.

Mr. Passman. That is all T want to know, whether or not we have
money available in this program which ¢an be expended in other coun-
tries which are more inclined to be friendly, or whether you intend
to keep it to the credit of the present government.

Mr. Moscoso. No, sir——

Mr. Passman. Do you plan to keep this money to the credit of the
country to which it has been allocated, regardless of their status
politically, for the time being?

Mr. Moscoso. T do not think, Mr. Chairman, that it should be a
wise thing to freeze these funds for allocation to countries which have
an unfriendly government.

Mr. Passman. Unfreeze or freeze?

Mr. Moscoso. To freeze them. That is, not use them elsewhere.
If the finding should be made that there has been such a change in
the character of the government that it does not warrant this assist-
ance then the loan can be canceled——

Mr. Passman. In a situation where it is not desirable for us to
extend 1t?

SUSPENDED AID TO PERU

Mr. Forp. In the case of Peru have you or have you not terminated
your aid programs?

Mr. Moscoso. Yes, we have stopped the aid programs.

Mr. Passman. Have you stopped them or suspended them?

Mr. Moscoso. We have suspended them.

Mr. Forp. You are making no payments of any kind?

Mr. Moscoso. We are making no payments. Some people have
been brought back from the field and the only thing that remains
going is the Public Law 480 program as of now.

Mr. Forp. Why are you doing that?

Mr. MarriN. Titles IT and III cif the Public Law 480—we said in
our announcement except for certain humanitarian programs—the
school lunch program, for example, we are continuing, and there will
be a few other things. The Hope ship, for example, we have some
money in the Hope hospital ship and we did not suspend that.

Mr. Passman. Here i1s a case where they used U.S. military equip-
ment—I think they used one of the tanks we had given them in the
AID program—and they just broke through the wall and seized the
President.

We know that you have the credit under this program, $90 million
to Peru, and we know that we are not supposed to be, and we are not,
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in accord with the views ol the present military government that
ovarthrew the elected officials,

How long are you going to continue this money available for Peru?

(Discussion off the record.)

Mr. Passman. You have $90 millioa. over and abave Publie Law
480 programs that are continuing, and this money will remain to the
credit of Peru, and the hope that at some subsequent date there will
be a friendly government. in the present government or some other
government, through which vou can continue the program?

Mr. Marrin. That is the present situation as I understand it.

Mr. Ruopes. Wouldn't it be well if we could have an off-the-record
briefing on this situation in Peru?

Mr. Passman. I hope we ean have it on several countries, because
they do not stand alone in this category.

Mr. Ruopes. This, however, is the hottest spot in Latin America
right now.

Mr. Passman. If the members of the committee want a policy
briefing we should have it. We shall o off the record for that purpose.

(Discussion off the record.)

Mr. TexNant. The unliquidated figures you asked for earlier will
give us some difficulty, because we will have to 2o to other organiza-
tions and it will take us some time.

Mr. Passman. We consider it advisable to know what is available,
and unless you put it together that would not be known.

ARGENTINE GOVERNMENT

There is a similarity between what has happened in Argentina
and what has happened in Peru: is that correet?

Mr. Moscoso. I believe Secretary Martin made a pretty good
distinetion there.

Mr, Passman. There is nothing on the record. Would you say
there is a similarity between what happened in Peru and Argentina?

Mr. Martin. Yes, there is some similarity.

CUMULATIVE AID TO PERU

Mr. Passman. We have given our friends in Peru approximately
$350 million. Am I making a correct statement?

Mr. Moscoso. I do not have the entire listing, but——

Mr. Passman. If you pick up 1962 you will find it is approximately
$350 million, and when they got ready to overthrow a friendly govern-
ment they just moved in a Sherman tank, took the President and put
him on an island.

SOCIAL REFORMS

Mr. Moscoso. One of the differences between this previous alloca-
tion of funds, the assistance we have given Latin America and today’s
program is that we are required, as I believe the Congress wishes us to
require that these fundamental social reforms take place.

Now, whenever you have social reforms ta king place there are bound
to be tensions and there is bound to be someone against the reforms
taking place.

Mr. PassmaN. The program would certainly fail without the re-
forms.
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Mr. Moscoso. But you can see how some of these political difficul-
ties we encounter take place.
(Off the record.)

STABILITY OF LATIN AMERICAN GOVERNMENTS

Mr. Moscoso. Now, we have had some forward movement in the
past few years.

Mr. Passman. It follows, nevertheless, that we went in with a $350
million AID program, and it was flowing very freely into Peru; but
notwithstanding that fact, the military overthrew a duly elected and
installed Government?

Mr. Moscoso. That is correct.

Mr. Ruopes. Are you saying the junta is reformist minded?

(Off the record.)

Mr. Moscoso. The whole thrust of our program is to see that
certain social reforms take place in a specific manner—mnot in a
violent manner—but there is bound to be some loss in the political
movement forward.

Mr. Ruopes. Then vou apparently feel this resort to force rather
than constitutional government stems directly from the very thing
the Alliance for Progress has been working for?

Mr. Moscoso. I wouldn’t say it stems directly, because this is a
very complex picture in Latin America.

Mr. Ruopes. [ thought we were working toward stability and not
instability.

Mr. Moscoso. Yes, sir; that is what we are trying to do but I
repeat that in the case of Peru specifically, there are many other forces.

Mr. Haya de la Torre 30 years ago began a campaign which led to
bad blood between his party and the army and quite a number of the
people were killed among the military and the civilians. As a result
of that, the whole picture of the army’s attitude toward that party
and its leader became very complex. Some people felt Mr. Haya
was also not going to push for reform. On the other hand, there
were members of the army who were against Mr. Odria for two
reasons: First, because he had been very negative toward the higher
echelons of the army. He was supposed to be extremely friendly
with the more conservative element in Peru.

Mr. Raopes. Do you mean that the unions which backed Haya
de la Torre were not willing to press these reforms?

Mr. Moscoso. That is right, sir, but there were others more willing
to press for these reforms, apparently, in the eyes of some of the
military.

Mr. Passman. As it would apply to money, would it not appear
that just about any nation can expect to have an aid program con-
tinued, whether it is a friendly nation today and becomes unfriendly
the following day? Throughout the world, with all the governments
that have been overthrown since the inception of the AID program,
could you cite one government that is continuing that we did not
recognize and then pick up the AID program again, beginning, if
you will, with Iran back 6 or 7 years ago?

Mr. Moscoso. I am so new at the program that T would not be
able to answer.




37

In the case of the Dominican Republic, I think there has been the
downfall of a dictator brought about.
We cut off what we were able to cut off at that time, Mr. Chairman.

DOMINICAN REPUBLIC SUGAR QUOTA

Mr. Passmax. The Dominican Republic, under the dictatorship,
did get certain aids, and we gave them a sugar quota through which
they earned some premium on their sugar to the United States?

Mr. Moscoso. That is true, Mr. Chairman, but I stress the fact
that President Eisenhower tried to get the law changed because— —

Mr. Passman. He did not get the law changed, but you continued
an_AID program, nevertheless, indirectly.

Mr. Moscoso. No, sir—

Mr. Passman. Let the record speak on that one point.

Mr. Coxte. In all fairness, will the chairman yield there?

Mr. Passman. Yes.

Mr. Conte. Congress gave them that sugar quota.

Mr. Passman. Yes. It was Congress that worked out that formula.
But it follows that we had our dealings with the Dominican Republic,
under the dictatorship, and gave them a part of the original Cuba
sugar quota—that is Congress did—and they earned part of the
premium, did they not?

Mr. Moscoso. Until the administration decided to impose an
import fee.

Mr. Passman. They still exported to America 1.1 billion pounds of
sugar, at a part of the premium we had given to others. They had a
certain premium, did they not, on the sugar they exported to America?

Mr. Moscoso. They were supposed to pay an import fee which
was supposed to be equivalent to—

Mr. Passman. They did not pay an import fee in accord with the
other nations. They received a part of the premium, did they not?

Mr. Moscoso. I could not say—

Mr. Passman. Let me say for the record that they did.

You cited the Dominican Republic as one which did not get aid,
and the record shows they were getting special considerations along
the way.

Even though we had given Peru $350 million since the inception of
the foreign aid program, it did not prevent a repetition of what has
been going on in Latin American countries from time immemorial,
and that is, the outs wanted to get in and they did it by force. There
is now a new Government in Peru, which took over with the military,
and seized the president. Is that much of it a fact?

Mr. Moscoso. That is right.

Mr. PassmaN. You do not know whether the new Government will
be friendly or unfriendly, and vou do not know whether or not they
will be stable. But, nevertheless, you are going to continue to their
credit all the present AID funds, until you do create a friendly atmos-
phere whereby you can start the AID program again?

Mr. Moscoso. Mr. Chairman——

Mr. Passman. Would that be your understanding, Mr. Secretary?

Mr. May. Yes, sir.

Mr. Passman. Thank you, sir.




UNEXPENDED FUNDS FOR ARGENTINA

The Secretary said there was some similarity between what hap-
pened in Peru and Argentina. Will you tell us what amount you
have to the credit of Argentina at this time in unliquidated funds?

Mr. Moscoso. Estimated unexpended to Areentina, $28,385,000.

Mr. Passsan. That is just the ATD portion?

Mr, Moscoso. Yes, sir.

Mr, Passman. Just your particular program?

Mr. Moscoso. That is !'E___'r\l,

Mr. Passman. Would you put all eategories in the record?

Mr. TeExnxanT. We will file it for the record.

(The requested information follows:)

Cumulalive unliquidaled economic assistance lo Argenlina by agency as of June 30,
1862

[In thonsands of dollars!

Agency Amount
Agency for International Development. . _ $28, 385
Export-Import Bank 125, 843
International Bank for Reconstruction and Development 137, 605
Inter-American Development Bank__ __

Total e - 328, 705

Sonrea: AID, proeram statistics, June 30, Export-Import Bank of Washineton, statement of ap-
proval loans and authorized credits, June 30, Internationsl Bank for Reconstruction and Development,
statement of loans, June 30, 1962; Inter-American Daveloomaent Bank, statement of approval loans, June 30,

1962,

Mr. Passman. I might say, as we go along with this examination,

that we shall have the same type of questions on every country, so
you might start your research mill to work. I think you would want
to know and ought to know-—and I think we have already agreed that
you do not know—how much aid is available for these countries from
all of the spigots. It is a regular soda fountain setup there, and you
move down the line, in the supermarket method, and you draw off a
little out of the different spigots, and we have to know what is
available.
AID PROGRAM IN ARGENTINA

When did you suspend the AID program to Argentina?

Mr. Moscoso. We haven’t suspended the AID program for
Argentina.

Mr. Passman. Do you envision a program for the present govern-
ment under fiscal year 19637

Mr. Moscoso. That is a government we recognize, Mr. Chairman.

This Government came into power under different conditions than
in Peru.

Mr. Passman. Can you tell us how much you envisage for fiscal
year 1963 for Argentina from all spigots?

Mr. Moscoso. $——— for development grants.

Mr. Passman. And what is next?

Mr. Moscoso. And a loan estimate of between $———and $

Mr. PassmaN. You are talking about development credits?

Mr. Moscoso. Well, Mr. Chairman, in some instances——

Mr. Passman. You call it loans and I call it eredits, but we are
talking about the same item, are we not?
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Mr. Moscoso. In some instances we have made some loans under
conditions

Mr. Passman. But any money paid back goes right back into the
fund to be plowed in again, does it not?

Mr. Moscoso. Yes, sir.

Mr. Passman. So it remains in the foreign aid program?

Mr. Moscoso. Yes, sir.

Mr. Passman. That is why I shall never dignify them by calling
them loans, even though we do get a couple dollars back.

Now, will you document, the same on that as you did on the others?

(The information requested follows:)

Estimated economic assistance to Argentina for fiscal year 1963

[In thousands of dollars]
Ageney Amount
Agency for International Development (Classified)
Food for peace. do

national Bank for Reconstruction and Development, and the Internationa
Development Association only lend funds for speeific project proposals, thus esti-
mates are not available for the amount of assistanee to a country in a given year.
Estimates of total fiseal year 1963 lending by these agencies have been supplied
to the committee. Since they are not under AID jurisdiction, however, no
country breakdown ean be determined. In fiseal year 1962, these agencies
authorized the following amounts in loans to Argentina:
Agency Amonunt

Export-Impoit Banle. o - oolus L .. $51, 859
Inter-American Development Bank_____ 39, 426

International Bank for Reconstruction and Development._ 95, 000
International Development Association e

Total
TOTAL AID PROGRAMED FOR ARGENTINA

Mr. Passman. What is the total amount of aid we have given to
Argentina since the inception of the program?

Mr. Moscoso. $522.6 million.

Mr. SterNFeELD. Economic and military.

Mr. Passman., Total?

Mr. STERNFELD. $538 million.

Mr. Passman. $538 million through fiseal 1961.

How much did you have programed for fiscal year 19627

Mr. Moscoso. We have $22 million.

Mr. Passman. Is that in all categories, Mr. Ambassador?

Mr. Moscoso. This is development grants and the development
loans—eredit——

Mr. Passman. How firm is the $22 million?

Mr. Moscoso. It is quite firm.

DISPOSITION OF DOLLAR CREDITS EARNED BY RECIPIENT COUNTRIES

Mr. Passman. All countries, of course, earn certain dollars in
convertible currency from their exports; do they not?
Mr. Moscoso. Yes.
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Mr. Passman. Normally, those exports move into the regular trade
channels, and they would no doubt purchase something from the
United States against the dollars they earn from their exports; 1s that
correct?

Mr. Moscoso. That is correct.

Mr. Passmax. Is that your understanding, too, Mr. Secretary?

Mr. Marmin. That is the usual case unless people build up reserves,
which can happen.

Mr. Passman. Iknow, but if they needed anything from the United
States, they would move into trade channels, and they would requisi-
tion their needs and pay for them with dollars earned from their
exports?

Mr. Moscoso. Yes.

Mr. Passman. If you credit to these nations fabulous sums of
dollars by which they can requisition their needs, that automatically
releases to them all or part, large or small, of the dollars they earn
to do with as they see fit?

Mr. Moscoso. That could happen, sir.

PURCHASES OF U.S. GOLD BY ARGENTINA

Mr. Passman. We have had such a fabulous AID program for
Argentina, it would appear that they had dollars in excess of their
needs to deal in commerce, so they said, in effect, “We would like to
convert $50 million of these dollars into gold.” We, I think, could
use the word “plead.” We pleaded with them, and T paraphrase,
“You are now getting a return on your dollar investments and you
‘an use the investment in your economy. We would advise against
152

And it would appear that they said, “No, we want the gold,” so,
with the dollar readily convertible, they got the gold, much to our
regret. That was in 1960. Again, in 1961—last year—Argentina
requested $90 million of gold against the dollars that they owned.
So, in the final two quarters of 1960 and the first quarter and 1961,
Argentina bought $150 million of our gold. And I am sure you are
familiar with the program at the Treasury Department that discour-
aged these transactions, but they did buy the gold.

When this program was getting underway, and that was back in
1958, the third and fourth quarters, Argentina bought $67.2 million
of our gold. I wonder if we could buy some of it back, now, and if it
would be to our advantage to do so?

Mr. Moscoso. They sold us back from January to June 13, 1962,
$85 million of their gold, Mr. Chairman, and despite the purchase of
the gold in 1961, the official holdings of gold of convertible currencies
dropped from $525 million to $385 million from the beginning of 1961
to the end of the calendar year and since then these reserves have
declined.

Mr. Passman. Argentina’s?

Mr. Moscoso. Yes, sir.

U.B8. GOLD RESERVES

Mr. Passman. While all this was happening, during this aid period,
our gold reserves dropped from $23,252 million at the end of 1952 to
$16,947 million at the end of 1961. The so-called friendly countries,
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including Argentina, increased their gold holdings from $13 billion to
$23,683 million during the same period.

Our gold is still rolling out, and is down now to about $16.2 billion.

Then, if you should reverse the deal we had with the International
Monetary Fund—give them their gold back and we take our Currency
back—we are down to $15.4 billion. It is an alarming situation, is
it not?

Mr. Moscoso. With the little experience I have had, Mr. Chair-
man, one of the things I have noticed on the part of the administration
and particularly President Kemnedy, is his concern about this problem.
He has gone into it very deeply and in great detail and every possible
device is going to be used to reduce this,

Mr. Passman. With all this repayment of money we get from
[taly, Germany, France, 3 to 5 years in advance, it is & good thing he
18 |}1i‘.11;!:’ forth the effort or we would be in a mess,

DEVICES TO STOP OUTFLOW OF GOLD

Mr. Ruopes. Your use of the ward “device’” was a little unfortu-
nate. 1 suggest the possibility in this instance that we need more
than a device, we need an agonizing reappraisal.

Mr. Moscosgo. It has been agonizing all right. It is more than a
device. It is directives for reduction in foreign expenditures. As
you know, the program of the Defense Department has been well
publicized. In our particular case we are using the method of
segregated accounts or restricted accounts in every possible way we
Cil.

We are also reducing the participation in local costs of projects, et
cetera.

Mr. Passman. You are reducing the cost of these foreign aid
projects?

Mr. Moscoso. No, sir; reducing the participation in local costs of
loans.

Mr. Passman. It follows, nevertheless, that while the President is
trying to correct all these things, our balance of payments situation
1s becoming worse, our gold holdings are getting lower, foreign govern-
ments are losing faith in us, the request for aid is increasing. The
high diplomatic statements will not reverse the situation; it will take
more than talk.

Mr. Moscoso. I understand the trend is reversing and that by the
end of the year there will be a stop.

Mr. Passman. If it is reversing, that is fine.

Will you rest now while we answer the rollcall?

(Short recess.)

Mr. Passman. The committee will come to order.

Mr. Moscoso. Mr. Chairman, may 1 explain something? I notice
while Secretary Martin was discussing this political situation he was
off the record, but then I forgot to beg to be off the record when I
continued with the same discussion answering a question from Con-
gressman Conte. ;

Mr, Passman, .-\Illx'lhiug that vou feel should be off the record,
Mr. Ambassador, it can be taken off, Certainly if there is anything
that should not have been on the record, it should come off.
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Mr, Moscoso. What was not on the record, of course, and which
Ifexplain only partly because I only spoke about it in part, is the
fact that the Peruvian situation is different from the Argentina
situation.

Mr. Passman. I said: Was there a similarity? The Secretary
answered. I am not trying to debate policy with you. I am just
trying to show the folly of trying to do everything with money.

AID TO CUBA

For instance, I would not have brought this up if you had not men-
tioned Castro. Let us see the testimony of your predecessor, Secretary
Woodward, last year. This is in the record:

Mr. Passman. So the total aid in 14 years to Cuba has been about $2,250
million.

Mr. Woobpwarp, At least, I would sav.

Mr. Gary. That is on the sugar loan.

Mr. Passman. No, that also includes other aid.

Mr. Woopwagrp. The sugar subsidy has been $2,100 million. Aid has been
$52 million. That is $2,152 million. I think if we looked around. we could
ceriainly find at least a hundred million more of various kinds of assistance.

Mr. Passatan. A person could use 32,250 million and not be far off base as to
the total subsidy or aid to Cuba in the past 14 vears?

Mr. Woobwarp. I would think that would be very close.

That does not prove anything other than it would appear that, on a
per capita basis the nations we have helped most we have lost the
most completely, at least temporarily. You can pick some out in the
Far East, pick one out in maybe the Middle East, and pick one out in
Latin America, which indicates that money in itself will not solve
our problems.

Mr. Moscoso. In the case of Cuba I want to recall the fact that the
bulk of the sugar industry of Cuba was U.S. owned.

Mr. Passman. We still gave them a premium and this went back
into the economy of Cuba.

Mr. Moscoso. It also came back as inereased dividends.

Mr. Passman. For the purchase of things in America.

Mr. Moscoso. For the U.S. shareholders in the Cuban sugar
industry.

Mr. Passmax. But it follows, nevertheless, that aid to Cuba was
the figure I just indicated, about the highest per capita we have ever
given to any one nation.

Mr. Moscoso. Quite a bit came back to us in dividends to stock-
holders. I agree with you, Mr. Chairman, it is a question of programs.

NUMBER OF AID MISSIONS IN LATIN AMERICA

Mr. Passman. What is the anticipated number of aid missions you
will have in operation in Latin American countries and British
territories, Mr. Ambassador, in 1963?

Mr. Moscoso. Twenty-five.

Mr. Passman. Twenty-five missions. You have two missions
some of the countries, or are vou limited to just one in each?

Mr. Moscoso. One mission to each country.

Mr., Passman. I forgot about the British possessions.

Mr. Moscoso. It is included in there.

Mr. Passman. How many Latin American countries are we in?
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Mr. Moscoso. Nineteen.
Mr, Passman. You have 25 aid missions?
Mr. Moscoso. Yes.

AID MISSIONS IN POSSESSIONS OF EUROPEAN POWERS

Mr. Passman. Would you name the aid missions in the territories
and the possessions of the other nations in your area,

Mr. Moscoso. Jamaica, British Honduras.

Mr. Passvan. Those are both British possessions?

Mr. Moscoso. Yes.

Mr. Passman. The other possession?

Mr. Moscoso. Trinidad and British Guiana.

Mr. Passman. Did you have any difficulty getting Great Britain
to let us go in with these aid missions, in the aid program, or is it
mutually acceptable?

Mr. Moscoso. This was done before my time. I wouldn’t know.

Mr. Passman. You would not know of any difficulty we had with
them getting them to let us go in?

Mr. Moscoso. I do not know because it was before my time,

Mr. PassmaN. I do not believe that this is a reciprocal contract,
I do not know of any aid missions that Great Britain has sent to our
possessions, such as Guam or the Virgin Islands.

Mr. Moscoso. I am afraid thev have not had the resources.

Mr. Passman, If T wanied to be taugl.t banxing snd how to run
industry, I would go to Great Britain for a course and come back to
America and use it. Do not sell the United Kingdom short.

Mr. Moscoso. No, sir.

Mr. Passman. We go in and relieve them of their responsibility.

Your gave us that on 1963. How many did you have in fiscal year
19627

Mr. Moscoso. We have the same, 19 plus Jamaica, Trinidad,
British Guiana, Surinam, British Honduras.

Mr. Passman. Five.

Mr. Moscoso. We have another one. We have a regional team
which we have established in Central America.

Mr. Passman. You give them a headquarters and they fan out in
all directions?

PROPOSED ECONOMIC INTEGRATION IN CENTRAL AMERICA

Mr. Moscoso. The idea is that we hope there will be economic in-
tegration of the Central American countries, and as the integration
continues it is supposed to be completed around 1966,

Mr. Passman. Please explain briefly about that integration.

Mr. Moscoso. Like the Common Market operation in which the
tariff between the countries will be reduced and there will be a com-
mon tariff surrounding all of the countries.

Mr. Passman. You are very optimistic, are you not, about havin
all this accomplished by 19667 Because in Europe, with its advance
industrial nations, they say it will take 15 years before they properly
work out their Common Market problems.” Then it will be only on a
50-percent basis. If you envision this kind of progress I would like
to get more information on it.
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Mr. Moscoso. There are two things that happened. First there is
the European exper ience that has come to show that this can take place
alot quicker. The other thingis that in the case of the Latin-American
countries we are dealing with countries with the same language, same
religion, same cultural “bac skground; se it should be a little easier to
bring it about.

Mr. Passman. Even with the stability in Europe, and the great
progress they have made in their industry and banking, they envision
15 years before it can be brought about, and then only on a 50-percent
basis. You are going to acc nmphsh the same type of thing in Latin
America by 19667

Mr. Moscoso. They have done something like this.

The reason for that is that they are gaining from the European
experience, they now have something to go by. A lot of this can be
psychological. When they see that Europe is growing economically
at a very fast rate——

Mr. Passmay. You would not think T was being sarcastic if T
suggested we exchange a little psychology and use fewer dollars?

Mr. Moscoso. We have been trying to do that.

Mr. Passmax. With what degree of suecess?

Mr. Moscoso. I am trying. I am giving a lot of attention to the
(lentral American economic integration. I went there personally, spent
a week setting up this small iwriun il team, which we hope will even-
tually result in Iln- merging of all these national missions.

Mr. Passman. Give us a little information as to whether that is
working strictly out of the regional headquarters or is it integrated
into the missions?

Mr. Moscoso. The team is working out of one of the capitals of
the members of the Central American Common Market.

Mr. Passman. That is known as the Central American region, is
it not?

Mr. Moscoso. That is right, sir.

Mr. Passman. You have $4,500,000 proposed for fiscal year 1963.
Is this entirely psychology?

Mr. Moscoso. No. We are also assisting in the financing of some
of the institutions that are taking care of the integration movement,
like the Central American Bank for Economic Integration.

Mr. Passman. Is that a bank of experts in the field of psychology,
or are they doing business with dollars?

Mr. Moscoso. They are doing business with dollars.

Mr. Passman. Then it is not psychology, but it is disbursing dollars?

Mr. Moscoso. Yes, but when I mentioned psychology, I meant
that we are in every public utterance, every one that I make partic-
ularly, T am trying to indicate to the Central Americans the desir-
ability of this type of economie integration.

Mr. Passman. Anyway, it is a eombination of psychology and dol-
lars to bring about total integration by 1966.

N'I]‘. :\I().‘:('().‘*[l. S'{".‘i.

Mr. Passman. At a total cost of what amount?

Mr. Moscoso. We have not projected to 1966.

Mr. Passman. How could you envision that you will complete the
program by that time? It looks as if you would have worked the
dollar amount along with the other statistics.
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Mr. Moscoso. I can get you those figures. I think it is a good
question,

Mr. Passman. None of your experts here this afternoon would have
the answer?

Mr. Moscoso. No, I do not think so.

Mr. Passman. You do have a group of statistics, one parallels the
other, does it not? So far as your integration is concerned, that is.

Mr. Moscoso. What we are now spending?

Mr. Passman. You had to have a lot of statistics to feel that you
would conclude this activity in 1966. Give us the dollar components.

Mr. Moscoso. Yes, sir.

(The information supplied follows:)

CENTRAL AMERICAN Feonomic INTEGRATION

The five Central American countries of Costa Rica, Nicaragua, El Salvador,
Honduras, and Guatemala have completed action on a treaty which requires them
to establish a eommon market by 1966; i.e., an arrangement in which they will
mutually eliminate tariffs on all commodities being traded within Central Amer-
ican countries and the establishment of a common external tariff. They are also
pledging themselves in the series of treaties to establish a Central American Bank
for Economic Integration, a central clearinghouse, s permanent Secretariat, uni-
form investment ineentive laws, and a uniform code of enstoms administration.

Each of the member countries have contributed a $2 million equivalent of a $4
million subseription to the Bank.

Although this market only includes a populution of from 11 to 12 million people,
this economic integration inovement is truly dynamic for the common market in
Central America represents not only a free { area, a dynamic modern achieve-
ment itself, but it also represents a union of 5 countries with a common tradition
and heritage to pool their resources toward a common goal of economie and social
advancement.

Financial assistance has been provided to support the establishment of regional
institutions, including the Central American Bank for Economiec Integration, the
Permanent Secretariat for FEeonomic Inteeration, and the Superior Couneil for
Higher Education. Through fiscal year 1962, the United States has made avail-
able $3,335,000 in grants and a loan of $5 million divided for the following purposes:

Central American Bank for Economic Integration:
Relending eapital (development loans) (authorized)_ --- $5, 000, 000
Industrial development loans, June 1961 (grant)____ 7 _ 2,000, 000
Regional feasibility and (grant) engineering studies. June 1962 1, 000, 000
Permanent Secretariat for Central American Economie Integration:
Establishment costs of regional (grant) statistical office, April 1962 10, 000
Superior Council of Central American University Rectors: Estab-
lishment of basie science (grant) courses in all 5 Central American
countries_ ._____. i, WL ! ety - 325, 000

It is expeeted that the United States will provide about $10 million in grants
to strengthen regional institutions between fiscal year 1963 and fiscal vear 1966,
It is not possible to predict at this time the volume of economic development
loans which can be handled regionally instead of bilaterally since this will depend
on the speed with which the various sector and regional plans ean be developed.

As economic infegration proceeds it is reasonable to expect that an increasing
number of economic and social development programs now being earried on
bilaterally could be more efficiently handled on a regional basis. This will
result not only in the efficient use of available equipment and personnel but will
reduce the cost of the operation.

The year 1966 will mark the full establishment of a Common Market among
the countries. The foregoing institutions and others now being ereated should
have become strengthened to such a point that it should be possible to continue
this process of consolidation and to transfer to these institutions much of the
planning and work on economic and social deyelopment assistance now carried
on bilaterally by the various AID missions in Central America.

Mr. Ruopes. If the chairman will yield——
Mr. Passman. Yes.
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POLITICAL INTEGRATION IN CENTRAL AMERICA

Mr. Ruopges. Is there any movement toward political integration
of the Central American Republics?

Mr. Moscoso. May I go off the record, Mr. Chairman?

Mr. Passman. Stay on the record for now and then you may delete
it, if necessary.

(Discussion off the record.)

Mr. PassmMAN. Are you spending dollars in this field? Is this a
section within itself?

Mr. Moscoso. Yes, sir; we have kept it separate.

Mr. Passman. Under whose leadership is that, the political integra-
tion section?

Mr. Moscoso. As a matter of fact, the integration movement in
Latin America is under a Secretariat which was created by the Treaty
of Managua. The Secretariat functions pretty much like the OEEC
has been functioning in Europe. They have in Guatemala an office
with economists. They meet periodically, they have come to an
agreement on reduction in tarifls, elimination of tariffs, as a matter of
fact. I think only 50 products were exempted. Right now they are
having a meeting in Costa Rica so that Costa Riea can obtain acces-
gion to the Common Market. Up to now Costa Rica has not entered
because they were on the verge of having an election. They had the
election, now the new Congress and the President of Costa Rica have
solicited accession to the Central American Common Market, and
there is a meeting going on right now at this moment in San José to
see if Costa Rica will be accepted. Apparently it is a foregone con-
clusion that Costa Rica will be accepted.

Mr, Passman. What is your contribution to this group?

Mr. Moscoso. To the Secretariat?

Mr. Passman. To the organization as such.

Mr. Moscoso. We have to the Bank.

The Bank is a separate organization.

Mr. Passman. Where does the Secretariat get money to support
its work?

Mr. Moscoso. That is paid by the countries themselves, Central
American countries.

DIRECT-HIRE PERSONNEL PLANNED FOR AID PROGRAM

Mr. Passman, Could you tell us the number of personnel antici-
pated to be on board when you get into full operation in fiseal 19637

Mr. Moscoso. In all the countries?

Mr. Passman. All categories, all countries?

Mr. Moscoso. 830,

Mr. Passman. Is that just United States personnel?

Mr. Moscoso.Yes.

Mr. Passman. Strictly under the aid part of the program?

Mr. Moscost. Yes, sir.

Mr. Passman. Could you give us the number under the other
programs that we had discussed?

Mr. Texnant. We have no figures. You mean on programs not.
under this bill?

Mr. Passman. Not under this.
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Mr. Tenxant. We do not have them with us, sir.

Mr. Passman. Does that figure included technicians that you are
assigning?

Mr. Moscoso. This includes technicians, 830.

Mr. Passman. 830-

Mr. Moscoso. Technicians.

Mr. Passman. Technicians?

Mr. Moscoso. That is right.

Mr. Passman. What was the number of personnel on board in
fiscal 1962?

Mr. Moscoso. In 19627

Mr. SterNreLD. This is May 31, 1962, The number of technicians
was 861.

Mr. Passman. You are reducing the number of technicians?

Mr. STERNEFELD. By 31.

Mr. Passman. That is encouraging, but you are going to be admin-
istering a larger and more diversified program?

Mr. Moscoso. Yes, but as I mentioned at the beginning, Mr. Chair-
man, we are moving into more of a lending operation and concentrating
the grant operation, the number of projects.

Mr. Passman. You are going to have less money for your operation
for technicians?

Mr. Moscoso. That is right, sir. And fewer technicians.

Mr. SrerxreLD. Fewer technicians and some more money.

COST FOR TECHNICIANS

Mr. Passmax. In fiscal 1962 you had for technicians $17,894,0007

Mr. SrernreLD. That is right.

Mr. Passman. Total. In 1963 the cost of technicians is $17,679,000.

Mr. SrernFELD. So that this is a reduction of 15 technicians, this
is the estimate shown here, fiscal 1962 showed 845. We reduced
down to 830 people down below. The dollar reduction looks like
$200,000. Am I right on making that subtraction there?

Mr. Passman. United States employed 8457

Mr. SrernreLp. We are saying it is 861 as of May 31. $215,000
difference.

Mr. Passman. By reducing 15 employees?

Mr. Moscoso. That is right.

Mr. Mox~roya. Thirty-one.

Mr. SrernFeLD. Thirty-one it is.

Mr. Passman. You have your participants and contract services,
and all that, in addition?

Mr. Moscoso. Yes.

CONTRACT PERSONNEL AND SERVICES

Mr. Passman. Under the contractual service, do you know the
number of employees that would be involved?

Mr. Moscoso. 105 as of May 31, 1962.

Mr. Passman. Employees under contractual services?

Mr. Moscoso. That is right.

Mr. Passman. That is costing for fiscal 1963, $24,925,000?

Mr. SrernreLp. That is right.

87945—62—pt. 3—4
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Mr. Passman, What other expenses would be under contractual
services?

Mr, Moscoso. What other costs?

Mr. Passman. The components of this, other than just personnel.
This is not all for just personnel, is it?

Mr. Moscoso. No, sir.

Mr. SterNFELD. We do not have that broken out as to the overhead
people, materials, commodities.

Mr. Passman. In these contractual services you go to a trade
school or foundation or university or college, or any person who can
estublish himself as an agency for the purpose of employing techni-
cians, and you enter into the contract for your technicians?

Mr. STERNFELD., Yes.

?

CONTRACTOR OVERHEAD FEE AND AVERAGE TECHNICIAN COSTS

Mr. Passman. What is the average precentage of cost as related to
the salary that you pay to these firms? If we were operating the
Moscoso-Passman Consulting Agency, and we got a contract to
employ 50 technicians at a salary of $15,000 per year, what would
we, the consulting firm, be paid?

Mr. Moscoso. It is a little more than recruiting. Tt is supervision,
backstopping

Mr. Passman. I want to know how much it costs per technician to
get him ready to go to the field.

Mr. Moscoso. I do not have the ficure, Mr. Chairman, but it
varies depending on the type of operation you want to get done.

Mr. Passman. Could you give us the average cost?

Mr. SternFeLp. The only average cost we have is the average cost
per contract technician.

Mr. Passman. What is that?

Mr. STERNFELD. $25,000.

Mr. Passman. If you employ, we shall say, a technician for one of
your projects in Latin America, the average cost to prepare him to
take the job is $25,0007?

Mr. Moscoso. $25.000.

Mr. SterNreLD. The average cost of the technician himself. Are
you referring to the overhead part of it, too?

Mr. Passman. T want to break out the difference between the
salary of the technician and what this Passman-Moscoso consulting
firm is getting to do the recruiting, and so forth, in making the in-
dividual available. What is the average salary of the contract
technician?

Mr. STERNFELD. $25,000.

Mr. Passman. Average salary?

Mr. SterxreLp. That is the total cost, including all the back-
stopping and overhead, $25,000.

Mr. Passman. Does that include the technician’s salary.?

Mr. SternreELD. Correct.

Mr. Passsman. What is his salary, average?

Mr. SterxveLp. We will have to furnish that. We will supply
that.

We do not have it.
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Mr. Passman. You would not just come down here and ask for
all these millions of dollars $24 million for 631 technicians—without
telling us what you are going to have for travel, what you are going
to have for salary, what you are going to pay the firm that recruited
the technicians?

Mr. Moscoso. Mr. Chairman, I assure you that 1 will get those
figcures if they are available.

Mr. Passman. We were told on yesterday.—this may give a lead—
and several days prior to yesterday—that there was a fee of 80 percent
of the salary cost for recruiting and backstopping the technicians.
That was in Africa. This thing is loose at both ends and cut wide
open in the middle.

Mr. Moxtoya. Will the chairman yield?

Mr, Passman. Surely.

Mr. Montova. In going into contractual services, does not this
item fall into two ("ltl'\"lllll"w Namely, contracts with firms for the
supplying of technicians?

Mr. Moscoso. That is right.

Mr. MonTova. And also contracts with individuals?

Mr. Moscoso. That is right.

ADVANTAGES OF CONTRACT EMPLOYEES

Mr. Montoya. Now, what is the advantage in mntrm-lin;{ these
services rather than making them become e mplu\u

Mr. Moscoso. Mr. Congressman, the brief experience I have had
in the agency indicates to me that for certain jobs it is preferable to
have personnel hired in certain instances under contract for short
periods of time rather than put them on as permanent employees.
[t gives you a greater degree of flexibility. Although for a period of
time it may appear that you could have gotten those services at a
lower cost, the fact is that as soon as the work he has been doing stops,
then his contract is finished and, therefore, he is off. Whereas, if
you have the person on as a permanent employee, you know there are
rules and regulations about disposing of the personnel and, of course,
sometimes it is a little bit more expensive and sometimes it takes a
little longer to get rid of that person than a contract person.

LIST OF TECHNICAL SERVICE CONTRACTS

Mr. Monroya. As a matter of fact, T happen to know there are
quite a few people working for this agency under long-term contract
as individuals, and there are other contracts with firms which are
extended. Would you mind supplying this committee with every con-
tract with firms, detail their nature, and also give us the number of
contracts with individuals.

Mr. Moscoso. Yes, sir, we will be happy to provide that.

Mr. SterNFELD. I have that now.

Mr. Moscoso. I am happy to be able to give it to you.

(The information follows:)
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CRITERIA FOR AWARDING CONTRACTS IN THE UNITED STATES

Mr. Passman. In awarding these contracts to employment agencies,
consulting firms, colleges, schools, universities, do you try to distribute
it as equally as possible throughout the 50 States, if they meet the
criteria?

Mr. Moscoso. If they meet the criteria, Mr. Chairman, the
people

Mr. Passman. But the system is to have a distribution to cover all
50 States?

Mr. Moscoso. That is right.

Mr. Passmax, Thank you.

Mr. Moscoso. There is no discrimination whatsoever.

Mr. Passman. You try to get some of them in every State, do you
not, if they meet the eriteria?

Mr. Moscoso. I do not know of an effort made directly to see that
there is one from every State.

Mr. Passman. But you do like to have wide distribution of these
contracts?

Mr. Moscoso. I prefer that.

Mr. Passman. To have all 50 States, if they meet the eriteria?

Mr. Moscoso. That is right.

Mr. Passuman. Of course, there are advantages to that.

Mr. Moscoso. Absolutely.

Mr. MmLEr. Mr. Chairman, in every case the contractors meet
the standards and procedures which have been established by the
Agency for the contracts and contractors themselves. We have rules
and regulations that govern the use of contractors. As Mr. Moscoso
pointed out, there is no effort to distribute these, but there is a non-
diserimination poliey.

Mr. Passman. [ said if they met the criteria, and I thought that
wias broad enough to mean that you do have a set of standards.

Mr. Moscoso. They have to meet the criteria, they have to be
well known.

Mr. Passman. When that is established, you stand on your state-
ment that you do recommend getting them in all the States?

Mr. Moscoso. Yes, sir.

Mr. Passman, Mr, Ambassador, what programs or projects, by
country, did you fund from prior year appropriations that will not be
funded in fiscal 1963? There would be two categories, those that you
had completed, and those you had dise ontinued.

Mr. Moscoso, That is right.

Mr. Passman. You have them brokea in two sections?

Mr. Moscoso. T will get it.

Mr. Texvant. While we are waiting for that, may I say that last
year in response to a question from Governor Montoya we did file
in the record information on contracts including average salary per
“lllli—‘\_l‘lll'.

CONTRACT OR SERVICE FEES

Mr. Passman. I think that 80 percent fee for recruiting and back-
stopping technicians is a fat, juicy proposition.

Let me state again, so that I am not trying to overstate my case or
understate yours, when you pay the 80 percent fee, certainly that
supports the overhead of the ageney that is doing the recruiting.
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Mr. Tex~ant. I was only referring to the salary at that point.
This does show average salary per man-year and lists——

Mr. Passmanx. What does 1t show as average salary?

Mr. Tennant. They vary by contracts. One is $11,000, $15,000,
$12,000.

Mr. Passman. I thought you had the average. You have 631 here.
I should think that covers a variation of technicians in many different
fields.

Mr. SrerxrELD. It covers a stated time period. They might be
for 3 months or a full year.

Mr. Passman. We want you to either verify, or give us a higher or
lower figure, the fact that we pay 80 percent fee for recruiting and
backstopping technicians. It may be that some regions would be
less. 1If so, let the record show that.

(The information supplied follows:)

Averace Contract Costs

The following figures represent the average annual cost for salary, travel,
overhead, and profit computed from the largest recent contracts issued to com-
mercial contractors for technical services for the Latin American Bureau of
AID:

Average technician salary per man ver year _________ - $13, 213. 89
Average cost per technician per year___ e i 1, 726. 67
Average overhead cost per oversea technician per year____ . _____ 7, 261, 52
Average fee to contractor per technician year year__ e 3, 767. 31

The computed overhead as applied to the above individual salary amounts to
approximately 55 percent for oversea technicians. Overhead and fee as com-
pared with salary amount to approximately 84 percent.

These overhead rates when used in cost contracts are provisional rates subject
to post andit and adjustment by AID. The most recent rates audited are used
in negotiating the new provisional rates for sueceeding contracts and for use in
negotiating fixed rate contracts.

TERMINATED .-\.\'I}.-'Il'}lt COMPLETED PROJECTS

Mr. Passman. Do you have the number of projects you have
brought to completion, by country?

Mr. Moscoso. The projects to be terminated in Latin America——

Mr. Passman. Termination by successful completion?

Mr. Moscoso. Yes. In 1962 there will be a total of $11,973,000.

Mr. Passman. Not that many projects?

Mr. Moscoso. You mean number of projects?

Mr. Passman. Yes, and money, too.

Mr. Moscoso. Inround figures about 150 terminated or completed.

Mr. Passman. 150 projects in your region completed or—

Mr. Moscoso. Terminated.

Mr. Passman. Terminated for other reasons. How many com-
pleted successfully?

Mr. Moscoso. We will have to break that down, the difference
between termination and completion. We have the total.

Mr. Passmax. Could you give that information by country, the
number of projects brought to completion, and the costs?

Mr. Moscoso. Yes.
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Mr. Passman. Also, the number of contracts you discontinued, and
the cost of the project before you discontinued it?

Mr. Moscoco. Yes.

(The information follows:)

Prosecrs CoMPLETED AND TERMINATED IN LaTiN AMERICA DurING Fiscan YEAR
1962

Attached is a country-by-country breakdown of the 153 projects completed
and terminated in the Latin American eountries during fiscal vear 1962 and their
total cost from inception to completion. The number of completed projects
was 78. Total cost was $24,484,000. The number of terminated projects was
74, and total cost was $41,308,000. The total cumulative cost, according to
preliminary figures, was $65,882,000.

For purposes of this listing, a completed project has been defined as one in which
there will be no future obligations beyond those made in fiscal yvear 1962. Projects
terminated refers to two catagories:

(1) Projects where U.S. participation has been withdrawn and the activity has
been absorbed by the host government.

\'2] I'I'Ujl'l'l:-: \\'hit'h have been i-Hmiu;th-t{ to concentrate resources on .‘:i::h"l'
priority objectives.
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SUMMARY

The number of projects completed and terminated in Latin America duri ng fiscal year
1962 and their total cost

Cumula- | f Cumula-
tive obliga- tive obliga-
Country Completed | tions (in | Termin- | tions (in
thousands ated thousands
of dollars) of dollars)

Argentina

- LA

onter
Colombia. . __
Costa Rica.

Ecuador._.___
El Salvador. .
Guatemala.__
Helti_____ .
Honduras. .

51 et
k

oo bD
: :.::;-a:.ﬁ-hw--cléc.‘-'li-i‘; !

113
3,746
404
3,690 |
104
1
] RS
346 |
978 |
2,115

Nicaragua.
Panama..
Paraguay

Peru

Burinam_______
Jamafea.____._.
Eastern Caribbean..
Reglomal ... _._.___._

| oW == S

s l 24.-;5_;_i_

. Monroya. I was going to get into that. In other words, you
found it necessary to terminate a few of the projects?

Mr. Moscoso. Yes.

Mr. Monrova. What were the reasons for those terminations?

Mr. Moscoso. The majority of them we found that there were
better uses for the funds that we have available. There has been a
change, as you know, Mr. Congressman, in the program. We had in
the past a program in Latin America, consisting primarily of a tech-
nical assistance program. We found a great proliferation and a
spreading out of these projects. We are trying to concentrate now.

Mr. MoxToya. Were these projects you terminated mostly projects
which were originated before the new techniques under the Alliance
for Progress?

Mr. Moscoso. Yes; some of them had been originated before that.

Mr. MonToya. Have you had to terminate any of your own projects
which you initiated?

Mr. Moscoso. Up to now, no, sir.

Mr. Passman. You did have certain projects that we had initiated
prior to fiscal 1962 that you decided it would be desirable to dis-
continue?

Mr. Moscoso. Yes, a better use of funds.

Mr. Passman. Notwithstanding the fact that we had made sub-
stantial expenditures, and that would be lost, you found that a higher
priority would make a better investment in the end?

Mr. Moscoso. Not exactly that it would be a loss, Mr. Chairman,
because if it is education, for instance, it is not necessarily lost.
However, if you are educating people for something for which those
skills are not as needed as other things, when you change around,
you are making better use of the funds.

87948—62—pt. 3 ]
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Mr. Passman. When we speak of projects, of course, we are cover-
ing the entire field?

Mr. Moscoso. That is right.

Mr. Passman. You have certain public works projects, maybe
digging a canal or a ditch, or building a chickenhouse.

PHASEOUT OF SERVICIO-TYPE OPERATIONS

Mr. Moscoso. For instance, to give you an example of the type of
operation we are terminating, we have in Latin America, as you know
quite well—I am sure all of you familiar with Latin America know of
the Servicio type operations in which a joint venture was started
between the host country and the United States. In some instances
this Servicio really took the place of and served the function of a
regular department of government because there was no department
of government that could undertake that job, in agriculture and in
education and health.

As these countries progressed, some have made progress, it has been
possible for us to turn over these operations to the countries them-
selves. In some instance we have been able to phase them out in 1
single year. In other instances we told them, all right, we will do it
over a period of 1 or 2 years and then smaller amounts are appropriated
until finally the Servicio is taken over by the Ministry and we no
longer have anything to do with it.

PROJECTS STARTED IN 1962

Mr. Passman. Did you substitute the other projects for the ones
that you discontinued?

Mr. Moscoso. We started 104 in 1962, Mr. Chairman, 104 new
projects.

Mr. Passman. What was the cost of the 1047

Mr. Moscoso. A net of about 46—a net reduction.

Mr. Passman, Then, what was the cost of the 104?

Mr. Moscoso. We will be happy to give it to you. We do not
have it.

Mr. Passman. How much did you allocate to the 104 projects?

Mr. Moscoso. We will give you the figure. We haven’t got the
breakdown.

Mr. Passman, Can you also project these costs to completion?

Mr. Moscoso. Yes, sir.

Mr. MonTova. Mr. Chairman—would you also detail the nature of
the project when you submit it for the record?

Mr. Moscoso. Yes. We will have a brief description of it.

(Nore: The information was supplied to the committee.)

NUMBERS OF PROJECTS IN LATIN AMERICA

Mr. Passman. Do you know how many projects, under all cate-
gories and all the different spigots of aid, that you have in Latin
America?

Mr. Moscoso. We have about 500, Mr. Chairman, if my memory
serves me right,

Mr. Passman. About 500 separate projects.
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Mr. Moscoso. Under ATD.

Mr. Passman. Under AID alone, 500 projects?

Mr, Moscoso. Yes, sir.

Mr. Pass 1an. That does not include military.

Mr. Moscoso. No, sir.

Mr. Passman. It does not include any of the byproducts of military,
such as the civic projects that they may start?

Mr., Moscoso. No, sir.

Mr. Passman. This does not include the Peace Corps?

Mr. Moscoso. This is just AID.

Mr. Passman. It does not include the many projects that may
possibly be under the food-for-peace program?

Mr. Moscoso. No, sir.

Mr. Passman. These are only the AID programs?

Mr. Moscoso. Yes, sir.

Mr. MonToya. May 1 interject, that does not include any projects
that may be financed by development funds?

Mr. Moscoso. Development loans?

Mr. Montoya. Yes.

Mr. Moscoso. No. This includes the “development grant”
category.

Mr. Mo~xToya. What about loans?

Mr. Moscoso. Where technical assistance is given.

Mr. Mo~ntoya. What about loans?

Mr. Moscoso. We have about 50 loans.

Mr. MonTova. Is that in addition to the projects you mentioned?

Mr. Moscoso. Yes.

Mr. Monroya. So you would add those to the many different
categories, plus the 500.

Mr. Moscoso. That is right.

Mr. Passman. Would you say there is a thousand in all categories?

Mr. Moscoso. No.

Mr. PassmaN. How many are there?

Mr. Moscoso. About 550.

Mr. Passman. There is a Food for Peace project going in almost
every country, is there not?

Mr. Moscoso. Yes; in most of the countries there is.

Mr. Passman. Through the military aid program, if they have a
variation of projects going, such as a street, water tank, streetcar
track or ditch, or something like that, that would be in addition to
these?

Mr. Moscoso. If there were, it would have to be included.

Mr. Passman. Let me say that there are such projects. There are
many expensive civil works projects, economie a.i(F projects, under the
military program.

Mr. Moscoso. Yes, sir.

Mr. Passman. I think you ought to ask them to give you that list.
They do not use this military aid program altogether for hardware.

PLANNED FISCAL YEAR 1963 PROJECTS

How many new projects do you anticipate will be started in fiscal
year 19637
Mr. Moscoso. We are contemplating starting 43 projects.
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Mr, Passman. Forty-three new projects?

Mr. Moscoso. Yes, sir,

Mr. Passman. The costs?

Mr. Moscoso. Of course, that is plus the others we have in existence.

Mr. PassmaN. You would also be starting projects under develop-
ment credits?

Mr. Moscoso. That is right.

Mr. Passman. Those projects would be added to the others you
have enumerated, to get the total number?

Mr. Moscoso. That is right, sir.

Mr. Passman. That is 147 new projects in total?

Mr. Moscoso. For 2 years.

Mr. Passman. When I was using my figure about the number of
projects worldwide, no doubt Mr. Miller had reference to Latin
America. It looks as if his figure would be about correct for Latin
America. Did you have reference to projects worldwide or to Latin
America?

Mr. MiLLer. T will let the record speak for itself.

Mr. Passman. The numbers that you have given us on these various
projects are firm, from your own records?

Mr. SterNrELD. These are fiscal year 1963 estimates.

Mr. Passman. You have given them to us from your records, as to
the numbers?

Mr. SrernrELD. That is correct.

Mr. Monrova. Mr. Chairman?

Mr. Passman. 1 yield to the Governor.

Mr. MonToya. Mr. Ambassador, among these projects do you have
any for the construction of roads or building of dams or any irrigation
works?

Mr. Moscoso. We have several projects, particularly in the loan
program for the construction of roads, yes.

Mr. Montoya. Are they repayable in dollars?

Mr. Moscoso. Some are.

Mr. Srerneerp. All the loans made under the 1962 Foreign
Assistance Act for development lending are.

Mr. Moscoso. Under the new program they are repayable in dollars
but they had old loans that we still consider projects.

Mr. Monroya. What is the largest project for road construction
that you have?

Mr. Moscoso. By memory, I could not tell you. We can find it
for you and give you the figure.

Mr. Montoya. I just wanted to get an idea.

Mr. Moscoso. Yes. '

Mr. Passman. If we speak of the project, we will say on page 42—
project assistance by sector proposed for fiscal year 1962; for example,
power, $225,000. Is that one project?

Mr. Moscoso. I could not tell you, Mr. Chairman.

Mr. SrerNFELD. We would have to check for each individual
country.

Mr. Moscoso. It seems to me it probably is not more than the one
‘project.




67

CONSOLIDATION OF PROJECTS BY SECTOR

Mr. Passman. You show project by sector. It is conceivable
that you may take food and agriculture, where you have $19,462,000,
and if you break it down into the country, by area, by community,
you would wind up, with thousands of subcontracts under the original

ig contract? It will be rather diversified, will it not?

There are subprojects?

: Mr. Moscoso. 1 would not think so, Mr. Chairman. I would say
that——

Mr. Passman. Let us be sure you understand. You may be in
one country, where possibly there are many states and hundreds of
political subdivisions. You may have schools and you may have
classes going, so it can conceivably be that you would have many
subprojects under a capital project; is that right?

Mr. SterNFELD. Under the $225,000, yes.

Mr. Passman. Is that correct?

Mr. SterNFELD. You could have more than just one.

Mr. Passman. I was speaking of agriculture. This is just not for
one location, one classroom.

Mr. Moscoso. That is right.

Mr. Passman. You would break this up into as many as necessary
to get diversified programs?

Mr. Moscoso. Yes, sir. For instance, if I understand your
question, Mr. Chairman, in a country where there is a food and
agriculture program involving let’s say $1% million, there might be
five or six experiment stations which were being financed partly from
these funds. There might be extension services all over the country.

Mr. Passman. In different sections?

Mr. Moscoso. That is right.

Mr. Passman. That would be known as a subproject?

Mr. Moscoso. That is right. There might be one or two agri-
cultural schools that might have been assisted from these funds but
they would all come together in a country project.

Mr. Passman. In what we would know then as the final eaption,
“A sector project,” as it all branches out under these sector cate-
gories?

Mr. Moscoso. That is right. The road project, the largest one
that we have is $7,100,000.

Mr. Montoya. Where is that?

LOAN REPAYMENTS

Mr. Moscoso. The terms are 3% percent, 20 years, and the project
is in Paraguay.

Mr. Mo~xtovya. When do you start paying the interest?

Mr. Moscoso. They are supposed to start paying interest right
away.

Mr. Montoyo. There is no 10-year grace period?

Mr. SterNFELD. No. The loan is repayable half in local currencies
and half in U.S. dollars. The agreement was made under the old
Development Loan Fund in 1961.

Mr. Passman. You do have half in local currencies?

Mr. SterNrFELD. Half in local currencies, half in dollars.
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Mr. Passman. Do the funds in this old contract go back to the
Treasury?

Mr. SterNFELD. To the U.S. Treasury.

Mr. Passman. You are positive the dollar part goes back to the
Treasury?

Mr. SrernrELp. Under the old Development Loan Fund.

Mr. Passman. That is correet?

Mzr, Moscoso. Yes, sir,

Mr. Passman. One of the experts yesterday challenged my state-
ment to that effect.

Mr. Moscoso. The contractor is Morrison-Knudson.

BUDGETARY SUPPORT

Mr. Passman. Of the $15 million estimate for supporting assistance
for your area, how much is in the form of a cash transaction?

Mr. Moscoso. $ is for Bolivia, Mr. Chairman.

Mr. Passman. Are we not also making development credits to
Bolivia?

Mr. Moscoso. Yes, sir,

Mr. Passman. This is, in fact, budgetary support?

Mr. Moscoso. Yes, it is, sir.

Mr. Passman. Why would you want to be giving them budgetary
support, if you are making them these long-term development, grants?

Mr. Moscoso. We are trying to bring them over to development
lending, to lending operations,

Mr., Passman. You have a development program for them, do you
not?

Mr. Moscoso. We still have some supporting assistance.

We are getting a little closer to getting them over.

Mr. Passman. There are development credits already for Belivia.

Mr, Moscoso. Yes, sir.

Mr. Passman. Notwithstanding that fact, you have budgetary
support, cash transaction, in the amount of $——7?

Mr. Moscoso. Yes, sir.

Mr. Passman. You could net pass up getting a little out of every
spigot, could you?

UNEXPENDED BALANCES CREDITED TO BOLIVIA

How much do you have to the credit of Bolivia, unliquidated, in all
categories?

Mr. Moscoso. $22,700,000.

Mr. SternFELD. Estimated at the end of this fiscal year.

Mr. Passman. To their credit unliquidated?

Mr. Moscoso. Yes, sir.

Mr. Passman. If this $ budgetary support should disappear
there would not be any great harm done, would there?

Mr. Moscoso. Yes, sir.

FISCAL YEAR 1968 PROGRAM FOR BOLIVIA

Mr. Passman. How much do you have projected for Bolivia for
fiscal year 19637
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Mr. Moscoso. We have $ in grants, sir, and the $
supporting assistance.

Mr. Passman. Grants and supporting assistance are first cousins,
are they not? Both of them are economic aid?

Mr. Moscoso. Yes.

Mr. Passman. Tt is just getting it out of two different spigots.

Mr. Moscoso. In one case——

Mr. Passman. You consolidate the check when you send it out.

Mr. Moscoso. In the case of the grant, we have specific projects
for which we allocate the funds.

Mr. Passman. It accomplishes the same thing the other four would,
and that is to buy or pay for something?

Mr. Moscoso. Yes.

Mr. Passman. If you buy milk you would get just as much out of
one fund as you would out of the other?

Mr. Moscoso. That is correct.

Mr. Passman. Under commodities you have $19,927,000?

Mr. Moscoso. Yes, sir.

Mr. Passman. Which is about 17 percent of the total request for
grant aid?

Mr. Moscoso. That is right, sir.

Mr. Passman. What was the amount of the request for this area
last year?

Mr. Moscoso. $19,290,000.

NATIONAL DEVELOPMENT PLANS

Mr. Passman. How many nations in your area, Mr. Ambassador,
have formulated national development plans?

Mr. Moscoso. Three have provided the plans for review by the
committee of nine experts of the OAS and

Mr. Passman. Is that the wise men?

Mr. Moscoso. The so-called wise men, yes, sir, Colombia, Chile,
and Bolivia have submitted their plans.

Mr. Passman. It says here, Tuesday, July 10, 1962. “The panel
of nine wise men”—will you make it possible for me to meet those
men someday?

Mr. Moscoso. Yes, sir.

Mr. Passman, It says:

The panel of nine wise men which has been set up by the panel of OAS to pass
judgment on Latin American national development plans is not overly enthusiastic
about Chile’s blueprint, in particular the land reform proposal.

Do the wise men still maintain that feeling?

Mr. Moscoso. Yes, sir. They have made their views known.

Mr. Passman. So far as Chile is concerned, that just about puts
them on ice for the time being?

Mr. Moscoso. The Chilean Government is reviewing their program.

Mr. Passman. They are in the talking stage?

Mr. Moscoso. Yes, definitely. '

Mr. PassmaN. How about the other two?

Mr. Moscoso. Colombia has progressed very well, sir. The World
Bank has

Mr. Passman. Have they progressed beyond the talking stage?
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Mr. Moscoso. Yes. This has gone to a point where high-level
meetings have been held by the World Bank with not only the Govern-
ment of Colombia but with other agencies, both the United States
and international agencies.

Mr. Passman. How about the third one?

Mr. Moscoso. The other one is Bolivia. Bolivia did not submit
the kind of plan that would normally be considered by the nine wise
men. They submitted primarily a theoretical approach to the de-
velopment of the national plan.

Mr. Passman. They have not got a firm plan yet?

Mr, Moscoso. They do have

Mr. Passman. That is 1 out of the 19 nations which has a plan
that is in the working?

Mr. Moscoso. But there are quite a number of plans coming up,
Mr. Chairman.

Mr. Passman We prefer to deal with specifics here.

Mr. Moscoso. 1 will give you some specifically.

Mr. Passman. I am talking about specific plans.

How much money is budgeted for assistance for national develop-
ment plans in your area?

Mr. SreERNFELD. Assistance in development of national plans?

Mr. Moscoso. For the development of their national plans.

Mr. Passman, That is correct.

Mr. Moscoso. What you have in mind, Mr. Chairman, of course,
is what moneys are we projecting to be invested in national develop-
ment plans?

FUNDS FOR ASSISTING FORMULATION OF DEVELOPMENT PLANS

Mr. Passman. How much money do you have budgeted for assist-
ance for national development plans?

Mr. Moscoso. In the case of Colombia, we anticipate that there
will be loans to the extent of between $——— and $———,

Mr. Passman. That is development credits, between $———— and
$.. _—

Mr. Moscoso. $— and $ .

Mr. Passman. That is a 50 percent spread.

Mr. Moscoso. Yes, because it pretty much depends upon the type
of projects that can be financed.

Mr. Passman. It could be under ———, if the thing does not
deyelop as rapidly as you anticipate?

Mr. Moscoso. Yes.

Mr. Passman. I yield to Governor Montoya.

COUNTRY CONTRIBUTIONS TO DEVELOPMENT PLANS

Mr. Moxtova. Who pays for the expense of developing, formu-
lating, and presenting these plans to our agency?

Mr. Moscoso. Normally the countries themselves, or in many
instances a_ group of agencies comprised primarily of the Inter-
American Development Bank, the Economic Commission for Latin
America, and the Organization of American States.

Mzr. Moxrova. Do you ever——
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Mr. Moscoso. In the case of Chile for instance, Chile prepared their
own plan themselves. They did not have the assistance of any of
these countries or any of these agencies. :

Mr. Montoya. Do you have any occasions when you have paid
out of aid funds by way of grants to these countries for the develop-
ment and formulation of these plans?

Mr. Moscoso. We have made some grants for the assistance in the
preparation of their plans We prefer not to do it.

Mr. Monroya. In how many instances have you done that?

Mr. Moscoso. There are probably about five or six, sir.

Mr. MonToya. Will you supply that information by country and
amount?

Mr. Moscoso. Yes, sir.

Mr. Mo~ntova. Now, Mr. Ambassador, why do you think it is
necessary to finance the formulation of these plans by these countries?
I do not think that was contemplated by our act.

Mr. Moscoso. Part of the development of a country, Mr. Congress-
man, is undoubtedly the development of their governmental structure
and one of the reasons why previous efforts in Latin American develop-
ment have not yielded as good fruits as we expected has been lack of
planning. By planning we are talking primarily in terms of the public
sector of the countries, countries which have meager resources, like
most of these Latin American countries, obviously should husband
those resources as much as possible and use them only for priority
areas.

Mr. Mo~nTova. Aren’t you actually encouraging these countries
to come into the till by offering them incentives such as planning
grants so they can formulate these plans?

Mr. Moscoso. We are encouraging them to enter the planning
procedures and to start the planning function in their countries.
The Organization of American States, which has this $6 million that
we turned over to them as part of the Act of Bogot4, has been making
the bulk of the grants to the countries to assist them in the formulation
of their national plans.

Mr. MoxnToya. I do not mind telling you, Mr. Ambassador, that
I think that is a very unwise procedure because giving you a parallel
situation, supposing the Snmll Business Administration gave every-
body that wanted to come in and borrow some money some free money
to do the planning. I do not think that would be wise banking
procedure.

Mr. Moscoso. I grant you that, Mr. Congressman, except that
you must bear in mind what we are trying to accomplish. We are
trying to bring about a transformation of these economies.

Mr. MonToya. Subject to further correction, when you supply
the figures for the record, what would you estimate has been granted
to these governments for planning procedures?

Mr. Moscoso. It is very difficult. I prefer to give you the exact
figure, Mr. Congressman,

(The information supplied follows:)
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SurrorT OF LONG-RANGE PLANNING AcTIVITIES IN LATIN AMERICA FOR FISCAL
Years 1962 anp 1963

The Charter of Punta del Este urged the Latin American countries to draw
up national economic plans for long-range development. Several countries
requested assistance in drawing up such plans. The Agency for International
Development is aiding these following countries in drawing up their long-term
national economic plans:

Preliminary | Estimated
final obligation,

Country and project obligation, fiscal vear

fiscal year 1963

3

Argentina: Assistance to National Development Couneil $02, 000 )
Brazil: Assistance to National Planning Board . o - (1)
El Salvador: Planning Commission 450, 000 (1)

Nicaragua: National Planning Office. ] 53, 000 )
Panama: National Economic Planning__ 5 170, 000 Q)
Paraguay: National Economic Planning 41, 000 (1)

815, 000 $707, 000

TraurspAY, Jury 26, 1962,
Mr. Passyan. The committee will come to order.

FLIGHT OF CAPITAL FROM LATIN AMERICA

On my way to the hearing this morning, it was my privilege to visit
briefly with one of the leaders in the Congress. During the conver-
sation, he called to my attention the fact that in Switzerland the Gov-
ernment has a publication quite similar to the one published by our
Federal Reserve System, indicating the deposits, foreign and domestic,
and there is one category which indicates the numbered accounts of
investments from Central and South America exceed $10 billion.

I believe Secretary May indicated he had heard something about
this $10 billion, but he had obtained it through a different source, and
in tracing it down, the individual who was supposed to have been
the authority denied it.

Mr. May. That is correct.

Mr. Passman. That does not, in all probability, change the fact
that the $10 billion could be there on deposit and that he had revealed
information that had been given to him confidentially. But, to say
the least, it is cause for great concern.

I believe Assistant Secretary of State Goodwin testified recently
that there had been an estimated flight of capital from Latin America
in the amount of at least $8 billion. Just recently Senator Morse, in
commenting on the Alliance for Progress program in what seemed
to be a critical vein, stated that there had been a massive flight of
domestic capital abroad.

Gentlemen, I think it is well for our friends in Latin America to
know how anxious we are to help them, not that we expect any gain
whatsoever other than to help tLem to achieve the type of freedom
that we have in this country and a higher standard of living. I think
we should indicate to those who would exploit the poor people that if
they are not to fall under the yoke of communism, and lose what they
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have acquired, they had better get busy and help make this program
work. We are going to do our part, but they must do their part.

Mr. May. Mr. Chairman, I, too, wounld like to add for the record
my own very great concern with regard to the subject yon have just
mentioned. I wish to repeat that we did check into this matter w{mn
we first heard from another source about this $10 billion figure. We
were told that it did not represent an accurate statement. But now
that you have brought this to our attention and you do have more
specific information, I wish to express my appreciation for your hav-
ing done so, and I wish to state also that we will make another check
into it and a very intensive one, because we are very concerned, also.

Mr. Passman. It would be a great day if we could ever get this pro-
gram worked down to what we could afford to spend, and reach the
point that the witnesses and the members could confide in each other
and discuss these things factually. Yesterday we had a rather en-
lightening exchange about this same matter, and I do not remember
any of our witnesses volunteering then any information that they
had heard about this statement of the Swiss banks. Did you?

Mr. May. Mr. Chairman, since you are implying now that I with-
held something, I want to say, first, that I was not here at the time
the discussion was held and, secondly, when we checked into it, the in-
formation we got was that it was not true.

Mr. Passaman. The gentlemen is exonerated from any fault, but T
would have thought that if the others had the information, they would
have mentioned it, and then have refuted it, or indicated that they had
information which indicated the report was inaccurate.

Mr. Miurer. There are several points I would like to raise, Mr.
Chairman. One is that we had earlier discussed this particular figure
during Mr. Hamilton’s testimony, and an insert has been placed in
the record pertaining to capital flight from Latin America, and con-
cerning the kinds of statistics that have been given. Secondly, yes-
terday, you will recall, there was the statement that, according to the
information we have at this time, the total bank deposits in Switzer-
land are less than $8 billion. T would like to ask the permission of the
committee to make an insert at this point

Mr. Passman. The committee shall have a look at the insert. The
gentlemen realizes, no doubt, that we must take into account that more
than bank deposits are involved. You have Swiss securities. You
have bank deposits. You have gold vaults. You also have lock boxes
which you can rent for currency safekeeping. I want the record to be
clear that when you are referring to bank deposits, you are referring
to only one segment of the great mass of wealth that has been accumu-
lated in Switzerland. We would like very much to see the sheet.

Mr. Mizrer. Did T understand, Mr. Chairman, that the $10 billion
figure to which you referred included gold in

Mr. PassmaN. We said in numbered accounts. T shall not, argue it
with you. You have a perfect right to put in the record your state-
ment. I stated that the information I had obtained from high au-
thority indicated what could be the facts in the case.

Mr. Ruopes. I wanted to mention that, too, Mr. Chairman, When
Mr. Miller puts his material in the record, I think it might be well
to have some sort of study on the manner in which the Swiss banks
keep their books.
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Mr. Passyan. If the gentleman would, I should like him to provide
a copy of what he wishes to put in the record to each member of the
committee.

(Information subsequently supplied follows:)

Derosirs IN SWIss BANKS

Following is a table showing the reported deposits in Swiss banks by date
and by category of bank. This information was obtained from the International
Monetary Fund Bulletin for July 1962. The table includes “numbered accounts.”

According to Dr. Hans Mast, assistant manager of the Swiss Credit Bank, the
country’s second largest commercial bank, the numbered accounts represent only
an insignificant portion of the fotal deposits. Dr. Mast puts the figure at less
than 2 percent of his bank’s business, in volume of deposit as well as number
of accounts.
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TRADITIONAL OUTFLOW OF LATIN AMERICAN CAPITAL

Mr. Moscoso. I have worried very much about this ‘):'ohlmn, Mr.

Chairman. In the first place, historically, traditionally, there has
been a certain amount of repatriation of capital on the part of the
Spaniards who colonized Latin America. This has been going on for
almost 450 years. As a matter of fact, there is even a word for the
people who make their money and go back to live in Spain. They are
called Indianos, which, as you know, is a word derived from the con-
tinent which Columbus was supposed to have discovered. He thought
he discovered India, so these people were called Indianos. That shows
how far back this goes. It 1s a very old tradition. Reversing that
tradition will take some time.

I mention this because 1 do not want anyone to think that this
accumulation of capital outside of Latin America is something that
has been done as of now and because of the fact that there is a U.S.
program to help raise the standard of living there.

Mr. Congressman, I tried to find out what the facts were about this.
I am pretty new to this—quite a novice, as a matter of fact—and I was
told that perhaps the Federal Reserve System was the source where I
could get the best information about capital flight. One of the per-
sons who handles one of the top divisions there, Robert Samons, who
worked with us in Puerto Rico, told me this was a very difficult thing
to measure. Then he gave me a newsletter from the Board of Gover-
nors of the Federal Reserve which is circulated periodically. It is
called “Latin American Economic Development.” In an issue called
Latin America’s Hidden Treasure, they try to analyze this flight of
capital. It says:

A witness is cited in a report in a Mexican publication that Latin American
funds in Swiss numbered bank accounts total $10 billion.




It says further:

Sinee total deposits in Swiss banks at the end of February were the equiva-
lent of only $7.5 billion, this is obviously exaggerated.

I grant you, Mr. Chairman, that what you mentioned is perfectly
correct : There are other devices. There are securities

Mr. Passaan. There are many different ways that you could have
your wealth there, other than just deposited in banks.

Mr. Moscoso. T went back to the experts and said, “All right, if
this is the case, how can you measure it?” They told me this is one
of the most difficult things in economics.

Mr. Passman. I think you are being completely fair about this,
that it is a matter of guess. You have no way of establishing the exact
figure. We do know that it is very substantial. In all probability,
Assistant Secretary of State Goodwin worried about this a good deal
when he said recently there had been an estimated flight of capital
from Latin America in the area of $8 billion.

Mr. Moscoso. He said “some people estimate” that there has been
this flight of capital.

Mr. Miuier. Mr. Chairman, I would like at this point to put in
the record the testimony which occurred before the House Foreign
A ffairs Committee,

Mr. Passaran. Submit it to the committee and let us see what you are
putting in the record.

(The information follows:)

GoopwiIN oN Carrrar Fricuy

The testimony referred to occurred on March 22, 1962, before the House
Foreign Affairs Committee. Mr. Richard Goodwin, Deputy Assistant Secretary
of State for Inter-American Affairs, made the following remarks:

“In addition, our whole program is frying to strike at the condition which
has caused both capital flight and this tremendons decrease of private invest-
ment in Latin America by trying to keep the conditions of political stability which
make it possible for a company to go in without fear of expropriations stemming
from political considerations,

“That is the aim of our whole policy in Latin America, military, economie,
political, the whole range of policies, and we intend to create also the economie
progress which, among its other consequences, will increase consuming power,
demand, the possibilities and potential for private investment, as it has in
Europe and elsewhere where there has been economic growth,

“These are the root essentials for an increase in private enterprise in Latin
America.”

The testimony continued :

“Someone has estimated that there is almost $8 billion of TLatin American
capital out of those countries. This is very specnlative. The figure eould be
tremendously different from that either way, It is a lot of money in any event,
even in terms of the aid program we conduet. It is clear this is going on.

“Mr. Apatr. ‘The question then is, Are we putting in money through the top,
through the Alliance for Progress, and seeing it siphoned off quietly at the bot-
tom by financial interests and others in these Latin American countries?

“Mr. GoopwIn. ‘Our money doesn't get siphoned off in this way because most
of our money goes to pay for specific programs or specific projects. We know
where the money goes and what it serves to construet, the type of equipment it
serves to buy.

* ‘Our money itself does not go off in capital flight.’ ”

(OfF the record.)

Mr. Mivrer. It is my understanding that you were quoting Mr.
Goodwin’s statement.

Mr. Passaran. I referred to Secretary Goodwin’s statement.
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Even Secretary Dillon said, and I quote :

Secretary of the Treasury Douglas Dillon last night called on wealthy Latin
Americans to reverse the flow of capital they are now sending abroad and
invest those funds at home, where he said they are sorely needed.

Mr. Moscoso. Mr. Chairman, I hope if I send you copies also of
some of my statements, you will do me the honor to look at them, at
least a paragraph in which I say very similar words to those of
Secretary Dillon.

Mr. Passman. Thank you.

Mr. Moscoso. I do not know how big this problem is, but if it is
a problem, it must be resolved if we want Latin America to prosper
and if the Latin Americans want their countries to prosper.

Mr. Passman. No logic or statistics could disprove what you have
said. You were factual on the point that almost from time im-
memorial, the people who earn wealth in Latin America send it abroad,
maybe to Spain or to other places. Tt is quite obvious that that is
true. We know capital certainly must have gone out of the country.
It was not plowed back into the economy. Otherwise, you would not
have the need for the program we have initiated in Latin America.

Mr. Moscoso. In those countries where there appears to have been
a greater desire to invest in the country itself, there has been greater
and faster economic growth and undoubtedly the thrust of this whole
program is to see that all the other countries will achieve that same
rate of economic growth.

Mr. Passaran. They were more interested in enhancing their own
wealth than developing their country? Otherwise, the capital would
not have gone out.

Mr. Ruopes. How do you expect to accomplish this repatriation of
the capital of South and Central America ?

Mr. Moscoso. Of course, breaking the traditions is a difficult thing,
but it is already happening, Mr. Rhodes. There are countries, for
instance, like Mexico, where there is little or none of that going on,
even though it is a rather poor country. You can see the value of a
free economy. It is evident in all the statistics. It is visible to the
naked eye. You can see it in many of the other countries in Latin
America. The problem is only in those countries where there are
violent convulsions of some kind or another. For instance, in the case
of Trujillo in Santo Domingo, quite a substantial amount of the so-
called capital flight which took place there was this dictator and his
cohorts taking some of that money out. In Venezuela. it was a case
of the dictator Jimenez taking a lot of money out of the country.

Mr. Ruopes. I think you are underestimating the problem. I donot
think Mr. Dillon would have addressed himself to it as he did and
I do not think other people would have, if the problem were not
an important one.

Mzr. Moscoso. Mr. Rhodes——

SOLUTIONS TO CAPITAL FLIGHT PROBLEM

Mr. Ruopes. T ask this question: What do you expect to do about

it? T think there is a problem, and I think it is much greater than
you have indicated.

Mr. Moscoso. I have not indicated there is not a problem.




Mr. Ruropes. T misunderstood you completely, then.

Mr. Moscoso. No. T indicated that it is not as large a problem as
we sometimes believe it is, while I accept that it is a problem and that
we have to solve it and that we should do everything possible to get
a solution.

Mr. Ruopes. All right, then, answer my original question: Do you
have any plans at all to solve it ?

Mr. Moscoso. There are a number of plans. One of the ways for
this to happen is for Latin American investors themselves to learn
investment, methods, how to invest, how to open the society so that you
can democratize, if I may put it that way, investments. Investing in
Latin America has traditionally been done by a family or a group of
friends. Until such time as you make investment possibilities avail-
able generally, the people who have some money to invest will
try to find other ways of putting their money to work, and it probably
will be somewhere that they can earn more. This already has started
to happen in some of these countries. It is now possible in certain
countries to buy a piece of a diversified investment fund. In the
case of Brazil, for instance, all of a sudden this has blossomed forth,
pretty much as it did in Japan and has been happening in Japan in
the last 4 or 5 years. It has been happening a little bit in Mexico. As
that process takes place, T feel sure there will be other investment
opportunities which have not, been opened up.

Mr. Ruopes. I am sorry you mentioned Brazil. That is hardly a
shining light.

Mr. Axprews. T wish to ask the Ambassador if he thinks maybe the
people who own that wealth and sent it out of the country feared
that their property might be confiscated if they had invested it in
Latin America.

Mr. Moscoso. Mr. Congressman, in the first place, it is not all the
wealth, by any means, of any of these people. It is a part of these
funds that is invested outside. In view of the political difficulties
which have taken place in Latin America over a period of time, it is
little wonder that those who had a little extra money to put away
somewhere else did something about it. This is a circular problem,
S you can see.

Mr. Axnprews. That is my point,

Mr. Moscoso. Cause and effect.

Mr. Axprews. They fear to invest in their own country because they
might lose it in a revolution or a change of government.

Mr. Moscoso. How do you break through this vicious cirele? There
must be some way in which you cut through.

INVESTMENT GUARANTEES

Mr. ANprEws. You are guaranteeing the investment of Americans
and other foreigners down there, are you not ?

Mr. Moscoso. Yes,sir;and that is one of the WAays.

Mr. Anxprews. Why do you not work out some kind of plan to
guarantee the investments of the natives against confiscation?

Mr. Moscoso. That is one of the questions which has been brought
up, Mr. Congressman,

Mr. Anprews. I just want to know why the people are taking
the money out of the country.
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Mr. Moscoso. In the majority of cases, it is the tradition, and then
the concern about the political stability. Howeyer, wherever you
achieve a period of political stability, you find right away there is
increased confidence in the country, the people keep on investing their
capital, and you see no evidence of trying to take capital outside the
country.

Mr, Passmax. I am just a little suspicious about people who ex-
ploit the poor and take their money out of the country. If we give
them some kind of attractive proposition guaranteeing their invest-
ment, we may be outsmarted again.

I am very familiar with the serious situation we have in our balance-
of-payments deficit. By true analysis, we also have a trade deficit,
not just a payments deficit, because of the tremendous subsidy which
we must add to our exports to compete in world markets. Then,
we have the tremendous aid program, shipping out exports and pay-
ing for it by Treasury checks, rather than by checks received from
the recipient countries. And, of course, there is the food for peace
program and other items that we include in the export figures.

FOREIGN STEEL PRICES

The Commerce Department has said that Western Europe and
Japanese steel producers have recently made sharp cuts in their export
prices. Here is the way it sums it up: For the first 5 months of this
year, exports totaled 801,000 tons, valued at $174,779,000. Imports
amounted to 1,689,000 tons, valued at $198,675,000. During the first
5 months of this year, we imported more than twice as much steel
as we exported. So, we were able to get from other nations of the

L=

world 1.689.000 tons of steel for $198,675,000, whereas we exported
only 801.000 tons and had to collect $174,779,000, from which it would
appear that our prices must be about double that of other nations.

Mr, Axprews., Mr. Chairman, I understand that one of the big
steel mills in Pennsylvania recently closed down permanently, with
1,700 people laid off.

Mr, Passman. It is time that the Congress faces up to its respon-
sibilities, because we are getting this Nation in a lot of trouble,

Mr. Ambassador, with all the multitude of contracts that the AID
agency has in Pakistan, unliquidated, going into the away off future,
costing hundreds of millions of dollars, I see that we are making
another approximately one-half-billion-dollar credit to Pakistan.

AID TO BRAZIL

Getting back into your field, I see that $360 million is pledged for
U.S. aid to Brazil. Then, weread this:

Franeisco Brochado da Rocha, Prime Minister of Brazil, elected yesterday,
assumed the job declaring that :

1. He would continue the foreign policy of friendship for Russia advocated
by President Goulart.

2. He would continue Goulart’s policy of “hands off” the Cuban dictatorship
of Fidel Castro.

3. And he said of the United States: *The masses have already perceived
that they are the vietims of an international capitalists who does not want to
confine themselves to produce and to profit, but to prosper at the cost of im-
poverishment and spoilation of the country.”
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Francisco da Rocha was handpicked by President Goulart to be Prime.
Minister,

If they mean what they say, they are not our friends. If they
do not mean what they say, they cannot be trusted.

Mr, Moscoso. There is going to be an election in Brazil in October.

Mr. Ruopes.  Will the election be a national election ?

Mr. Moscoso. Yes, there will be an election for Congress.

Mr. Ruopes. Not for president ?

Mr. Moscoso. At the same time there may be a decision on a plebiscite
for the reestablishment of the primacy of the presidential system in-
stead of this parliamentary situation.

RATE OF NON-U.S8. INVESTMENT IN LATIN AMERICA

Mr. Passman. Could you tell us the rate of investment by non-U.S..
investors in Latin America for the past 3 years?

Mr. Moscoso. We have tried to get some estimates on that, Mr.
Chairman. The best figures that I have been able to get seem to indi-
cate that at least in the year 1961, which I think is the figure we ha ve,
there was a total of—I will, of course, give you the estimate of the
local people themselves.

Mr. Passman. What has been the rate of investment by non-U.S.
investors in Latin America the past several years, speaking of outside
capital, other governments, or business people of other countries?

Myr. Moscoso. In 1960, the total was $185 million.

Mr. Passaman. 1961 and 1962, if you will ?

Mr. Moscoso. In 1961, the total was $315 million.

My, Passaran. That does not include the United States

Mr. Moscoso. No, sir, This is Germany, Netherlands, Switzerland,
United Kingdom, Canada, France, Italy, and Japan,

Mr, Passyman. Do you have the figure for 19627

Mr. Mogcoso. No, sir.

U.S, INVESTMENT IN LATIN AMERICA

Mr. Passman. What has been the rate of investment by U.S. in-
vestors in Latin America for the past several years?

Mr. Moscoso. $203 million in 1961. That one I know by heart.

Mr. Passyan. Then it would appear that there is more capital from.
other nations being invested in Latin America than from the United
States?

Mr. Moscoso. Yes, sir.

Mr. Passsax. Would that, in itself, not be sufficient reason to hold
up this program a bit, and let us see if these problems eannot be solved
by investments of other countries? Would that not come nearer
bringing these people around to the realization of what indust ry and
capital can do to improve the country, rather than to draw it out of
a public spigot and give it to them?

Mr. Moscoso. I wish that were the case, Mr. Chairman, but it has
been quite difficult to get this type of assistance from the free world
industrialized nations.  We have met repeatedly with them. I myself’
went with Mr. Sternfeld to one of the meetings in one of these nations
to urge them to do more. Mr. May was also present at some of the
meetings. '

87948—62—pt. 3—6
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Mr. Passaan. But the statisties show that the other nations are com-
ing in, in the aggregate, with an amount greater than the United
States.

FLOW OF CAPITAL FROM LATIN AMERICA TO THE UNITED STATES

Mr. Moscoso. One of the difficulties we have, Mr. Chairman and
members of the committee, is that we have had a net flow of funds
back from Latin America rather than a flow of funds from the United
States into Latin America.

Mr. Passaan. Are there attractive investments in Latin America
for U.S. capital ?

Mr. Moscoso. Apparently there is still some, because some money
is still going in.

Mr. Passyman. The nations still expropriate American capital, and
now the flow is back to the United States, rather than out of the United
States to Latin America, is that correct ?

Mr. Moscoso. We tend to generalize, Mr. Chairman. In some na-
tions that is the case, and they are not getting the amount of private
investment that they need.

Mr. Passyaan. More capital out of Latin America is coming back
to the United States than is going in ?

Mr. Moscoso. These are really earnings, Mr. Chairman. These are
profits that are earned from Latin American investments. Therefore,
it looks as if the investments are still earning profits.

Mr. Passman. Did you make the statement, though, that the flight
of capital was out of Latin America to the United States?

Mr. Moscoso. The flow of money.

Mr. Passman. They are bringing it back into the United States at
4 faster rate than they are putting it into Latin America?

Mr. Moscoso. They are bringing profits back at a faster rate than
they are plowing back money.

Mr. PassmaN. The amount of money U.S. investors have coming
out of Latin America, back to the United States, is greater than the
amount of money of U.S. investors going into Latin America. Would
that be a statement of fact?

Mr. Moscoso. The total income from U.S. investments in Latin
America

Mr. Passman. You have not answered my question. Is that
correct ?

Mr. Moscoso. That is right.

Mr. PassmaN. Thank you, sir.

Mr. Moscoso. Now I will give you the amounts. The total income
from U.S. investments in Latin America in 1960 was $721 million ; and
in 1961, $860 million.

Mr. Ruopes. What was the last fioure ?

Mr. Moscoso. Total income from U.S. investments in Latin America.

Mr. Passymax. There is more coming out that going in ?

Mr. Moscoso. That is right.

Mr. Passman. Are those guaranteed investments of U.S. property
holders in all Latin America ?

Mr. Moscoso. No; not necessarily. As you know, there are only
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EFFECT OF POLITICAL CONDITIONS ON U.S. INVESTMENT

Mr. Passman. There is some reason U.S. investors are no longer
attracted to Latin America to the extent they have been in the past ?

Mr. Moscoso. Yes, sir; that is true.

Mr. Passyan. No one can deny the fact that we have some great
industrialists in America, some great bankers, and I have yet to meet
politicians who possess greater knowledge of the individual coun-
tries, their economies, their possibility for profits, than American busi-
ness people and American bankers.

Mzr. Moscoso. I agree.

Mr. Passyan. So, here is a politician trying to superimpose his wis-
dom upon that of the great bankers and the great industrialists of
America. Do you not think this fact within itself, would justify a
good slice of this money for an investigation asto what is back of this?
- Mr. Moscoso. No,sir.

Mr. Passman. You would not want to know why they do not have
that confidence ?

Mr. Moscoso. Yes, I have a pretty good idea.

Mr. Passyan. Do you not think it would be well to investigate well
and find out why they no longer have that confidence to plow their
investments back into Latin America ?

Mr. Moscoso. I think we have that information.

Mr. Passman. Give it to us, please.

Mr. Moscoso. “Political instability” is one of the reasons. The other
one has been the fact, Mr. Chairman, that having the Castro opera-
tion close by has spilled over into other areas of Latin America
and created political conditions which have made not only U.S. capital
but also local capital——

Mr. Passman. And the expropriation of U.S. investors’ property
has entered into the matter, has it not ?

Mr. Moscoso. Yes, sir.

Mr. PassaaN. When you say “political instability,” that just about
covers it all. That simply means the government, regardless of what
we may promise them in the way of aid, evidently believes that we are
gullible enough to continue the aid, notwithstanding the fact that
they are going to expropriate properties owned by U.S. firms. Gov-
ernments do continue to expropriate, even in spite of the fact that aid
is coming in, do they not ?

Mr. Moscoso. We are tending to generalize, Mr. Chairman. This
situation that we all know about took place in one state. In a state of
one country.

Mr. Passaan. That was done by the brother-in-law of the Presi-
dent. There has been more than one instance of properties.in Latin
America being expropriated in recent years,

Mr. Moscoso. Yes; but this is a very crucial one——

AID RECIPIENTS IN LATIN AMERICA

Mr. Passman. Do you know of any Latin American country that
is not getting aid, other than Cuba ?

Mr. Moscoso. Not getting aid ?

Mr. Passman. Yes.
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Mr. Moscoso. Right now at this moment, as you know, we have sus-
pended the program for Peru.

Mr. Passman. That is just about 10 days old Do you know of any
other country not gettmﬂ' aid in Latin America ?

Mr. Moscoso. No, sir.

EXPROPRIATION OF PROPERTY

Mr. Passman. I made my point, that they are going to get aid,
notwithstanding the expropriation of U.S. nationals’ property.

Mr. Moscoso. But there have been expropriations, Mr. Chairman,
in which just compensation was given and, therefore, there was no
reason

Mr. Passman. I am familiar with the “just compensation.” In
many cases it may represent 8 or 10 percent of the actual value, and
the courts in those countries may take 30 years finally to hand down
a decision. You do some checking. Cite us some decisions recently
where they have expropr iated property. Give us the date it was ex-
propri iated, the investor’s declared value, and the cash settlement re-
ceived. Can you document something for us?

Mr. Moscoso. Yes.

(The information follows:)

RECENT EXPROPRIATIONS

The information which the Department of State has been ahle to furnish on
expropriation of investments of U.S. nationals is reprinted beginning at page 91
of the Report of the Senate Foreign Relations Committee on the Foreign As-
sistance Act of 1962 (8. Rept. No. 1535). This information includes a list of
major instances of expropriations known to the Department dating back to
World War II. As indicated in connection with that list, there is little informa-
tion available to the Department on expropriation cases where fair compensa-
tion has been paid and where the interest of the U.S. national has not become
a subject of international diplomatie intercourse. The list is as follows:

MAJOE INSTANCES OF EXPROPRIATION OF PROPERTY BELONGING TO U.8. NATIONALS
BINCE WORLD WAR IT

Like the United States, most countries maintain procedures for nationalization
or expropriation of property for governmental or other public purposes. Where
property of U.S. nationals is subjected to such procedures abroad, the Depart-
ment of State would not ordinarily become involved unless the taking or provision
for compensation did not comply with international law standards, and the ad-
versely affected U.S. national complained. Consequently, a number of expropria-
tion actions are not reported at all or, if reported, are not recorded for purposes
of compilation nor eollected for 19 ady reference. So far as is known, no com-
plete list is maintained by any U.8. Government agency.

Subject to the foregoing qualification, the list below does include the major
instances of expropriation in the period since the end of World War I1I. A case-
by-case breakdown could not be prepared without extremely extensive and time-
consuming research.

1945-50

Eastern Europe: General nationalization of land and business properties in-
cluding U.S.-owned property in Yugoslavia, Poland, Czechoslovakia, Bulgaria,
Rumania, and Hungary.

Settlement :

Claims agreement between United States and Yugoslavia, July 19, 1948—lump-
sum settlement,

Claims agreement between United States and Rumania, March 30, 1960—Iluomp-
sum settlement.
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Claims agreement between United States and Poland, July 16, 1960—lump-sum
settlement.

Claims of U.8. nationals against Czechoslovakia, Bulgaria, and Hungary have
been paid in part out of vested assets of respective countries in United States
by legislation: International Claims Settlement Act of 1949, as amended, title
III (Public Law 285, 84th Cong—Hungary, Bulgaria, Rumania) and title IV
(Publie Law 85-604—Czechoslovakia). j

Communist China: General nationalization of land and business properties,
including U.S.-owned property. United States does not maintain diplomatie
relations.

Settlement : None concluded.

October 31, 1952

Bolivia: Nationalized tin mines including the Patino interests of which one
company was partially owned by U.S, stockholders. None of nationalized com-
panies incorporated in United States.

Settlement: Interim payments pending final settlement made to U.S. stock-
holders out of proceeds of tin sales under agreement between Bolivia and Patino
interests in 1953, renewed in 1956. IFinal settlement now under negotiation
between company and Government.

March 5, 1953

Guatemala : Expropriation of 234,000 acres of subsidiary of United Fruit Co.
for purposes of agrarian reform.

Settlement: United States submitted formal claim against Guatemala after
company exhausted local remedies, but expropriation was rescinded by new
Government which took power in 1954.

July 26, 1956

United Arab Republic: Nationalization of Suez Canal Co. which had some
U.8. stockownership.

Settlement: Compensation agreement signed July 18, 1958, by United Arab
Republic and representatives of stockholders. International Bank afforded good
offices in negotiations between United Arab Republic and stockholders.

July ¥, 1958

Argentina : Municipal government of Toberia in Buenos Aires Province ex-
propriated subsidiary of American & Foreign Power Co. (ANSEQ).

Settlement: Overall settlement between Government and company for this
property and other properties expropriated, seized, and intervened previously by
local governments in Argentina made November 28, 1958, with all American
& Foreign Power electric facilities in Argentina transferred to Argentine
Government. Settlement contract called for court evaluation of properties which
was issued April 26, 1961, and accepted by company,

December 26, 1958

Yugoslavia : Nationalization of urban dwellings, business premises, and under-
developed building lots, including U.S.-owned property.

Settlement: United States and Yugoslavia have agreed to begin negotiations
soon for settlement of claims arising after 1948.

May 11, 1959
Brazil : Governor of Rio Grande do Sul issued order expropriating American

& Foreign Power Co, holdings in state,
Seftlement : Case now pending in Brazilian courts.

June 3, 1959

Cuba : Agrarian reform law provided for expropriation of estates over a cer-
tain size including U.S.-owned sugar plantations. U.S. note to Cuban Govern-
ment protested inadequate provision for compensation.

Settlement : None concluded to date.

July 5, 1960

Cuba: Law authorized nationalization of all U.S.-owned properties to be
carried out as applied to particular properties by subsequent decrees. Law was
in specifie retaliation against United States cutting Cuban sugar quota. Prob-
ably all or nearly all U.S.-owned property in Cuba has been taken under this or
other expropriation law. Several U.S. notes to Cuban Government protested
discrimination and inadequate provision for compensation.

Settlement : None conecluded to date.
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1962

Brazil: Governor of Rio Grande do Sul expropriated International Telephone
& Telegraph properties in that State.

Settlement : Presently under negotiation between company and Government.,

Ceylon : Requisition of certain assets of oil companies, inclnding American.

Settlement : Formal note from Ceylon Government received stating its inten-
tion to make prompt and effective compensation for all assefs requisitioned.
1945-62

Mexico: From time to time Mexico expropriates U.S.-owned and other prop-
erty under its agrarian reform program.

Settlement : While there has been no overall settlement of claims, there have
been isolated instances of individual settlements.

Inquiry made subsequent to the furnishing of that list has not disclosed any
cases in which all the requested information is available. “Declared value” is
not the standard used in eminent domain cases in U.8. courts or otherwise where
property is taken for a public purpose. In order to assess the fair market value
or other applicable standard of value for foreign expropriations, it would be
necessary to review balance sheets, financial statements, profit and loss records,
comparative earnings in the same industry or sector of investment and other
materials which are ordinarily made available to the Department only when it
undertakes formal espousal of a claim.

For example, on July 31, 1958, the Cananea Cattle Ranch in Mexico was
expropriated. Ownership of the ranch was vested in an estate and six heirs,
some of whom later sold their interests to Mexican nationals. These interests
were reflected in shares owned in two Mexican holding companies—one for land
and one for cattle. On February 4, 1959, the former owners of the ranch gigned
with Mexican officials an agreement providing compensation for the expropriated
properties. No overall figure was set; the compensation was in terms of $8 per
hectare for the land, and, for the cattle, $300 per head for sires and $80 per
head for the rest. These terms represented a mnegotinted price, taking into
account such factors as possible tax claims of the Mexican Government against
the estate. Certain questions of interpretation of the agreement arose—for
example whether calves born after the agreement were to be paid for—and final
payment was not received by the last heir until 1960, All of the owners, or their
assignees, have now been paid in accordance with the agreement. However, at
no time did the Department of State receive documented evidence of the actual
or alleged total value of the ranch properties.

Mr. Passyan. Have you anything this morning?
Mr. Moscoso. No.
Mr. Passman. Iyield to Mr. Rhodes.

INCOME FROM U.8. INVESTMENTS IN LATIN AMERICA

Mr. Ruopes. T might refer you to a study on the subject of expro-
priation which the gentleman from Massachusetts, Mr. Conte, put in
the Congressional Record at the time of the debate on the foreign
aid authorization legislation in the House. It was very thorough.
Also, I would like to ask one or two questions concerning the 700-
plus million dollar figure you gave as the flow of capital from the
United States into South and Central America. I presume that this
includes Mexico, does it not?

Mr. Moscoso. This is total income from the U.S. investments in
Latin America.

Mr. Ruopes. Total income from .S, investments?

Mr. Moscoso. Yes, sir. Income coming back to the United States
from the investments in Latin America.

Mr. Ruoprs. The $800 million figure was the amount of capital
going out of the United States?




85

Mr. Moscoso. No, sir; this was two different years. For 1960, we
obtained profits of $729 million, and the profits increased in 1961
and went up to $800 million,

U.8. EXPENDITURES IN LATIN AMERICA

Mr. Ruobes. What was the outflow of capital ?

Mr. Moscoso. The outflow in the year 1960 was $90 million, and in
1961 was $203 million.

Mr. Ruopes. This is from the private sector only ?

Mr. Moscoso. Yes, sir.

Mr. Ruopes. What was the outflow from the public sector?

Mr. Moscoso. We would have to supply that.

Mr. Ruopes. Can you furnish at this point the total outflow of
capital from all sources?

Mr. Moscoso. From both sectors; yes, sir.

(The information follows:)

Outflow of private capital and public expenditures from the United States to
Latin America

[In millions of dollars]

17,8, Department of Commerce (March 1962).
# AID program statisties, includes all U.8. economie assistance but excludes military.

PRIVATE SECTOR INVESTMENTS

Mr. Passman. My questioning had to do with U.S. investments by
the private sector. You understood that?

Mr. Moscoso. Yes, sir.

Mr. Passmax. Would it not be rather difficult for you to ascertain
whether or not it was just profits coming back or maybe a reduction
of the capital investment? I am interested in whether or not the out-
flow of the U.S. investors’ dollars from Latin America back to the
United States exceeded the amount of money that was going back in.

Mr. Moscoso. Yes,sir. We will give you that.

There has been more coming back than going in.

Mr. Passmax. You said “political instability” had a lot to do with
this condition.

Mr. Moscoso. That is right, the Castro——

Mr. Passman. The spillover and the expropriation of American
property ?

Mr. Moscoso. In this particular country, yes.

Mr. Passman. Not just in that particular country. In Latin
America ¢

Mr. Moscoso. I think you are right, Mr. Chairman, in the sense
that, unfortunately, these things that happen in one country have
repercussions in other countries,
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Mr. Passaan. We have aid going into every Latin American coun-
try, other than Cuba. Peru’s is only temporarily suspended.

Mr. Moscoso. That is correct.

Mr. Passaan. Your area covers all of the countries where we know
of numerous instances in which they have expropriated American
property.

Mr. Ruopes. Was the flow of capital in dollars?

Mr. Moscoso. Indollars; yes, sir.

EXPROPRIATIONS SINCE 1945

Mr. Mirer. Mr. Chairman, Mr. Rhodes mentioned the study made
by the gentleman from Massachusetts, Mr. Conte, on the floor of the
House. In that connection, he listed a number of expropriations that
had occurred. Of those, my recollection is that there were seven in-
stances of expropriation, other than by Communist countries, which
had occurred since 1945. Of those, I believe there were five in Latin
America. Those five consisted of (1) the expropriation by Bolivia of
the tin mines, (2) expropriation of a utility in Argentina, (3) an ex-
propriation in Brazil by the State of Rio Grande do Sul of a utility
in that State, (4) some expropriations in Mexico, and (5) the recent
expropriation in Rio Grande do Sul, by the Governor, of the I.T. & T.
property.

Mr. Ruopes. You will have to read further. I don’t recall the whole
statement, but I recall there was an expropriation of the Hilton Hotel
in Ecuador, among one or two other things.

Mr. Mizrer. We have studied that. It was not an expropriation be-
cause that involved a management contract which was terminated.
There was no property right involved and it is our understanding, it
was not, at least, an expropriation within the usual definition.

Mr. Ruopes. Off the record.

(Discussion held off the record.)

AID TO BOLIVIA

Mr. Passman. You mentioned the expropriation of the tin mines
in Bolivia. Did we discontinue aid to Bolivia after that happened or
«did we continue the aid?

Mr. Miter. Itis my understanding

Mr. Passyan. Did you continue the aid to Bolivia ?

Mr. Miier. Yes.

Mr. Passman. How much have we given to Bolivia in the way of
aid since they expropriated the tin mines?

Mr. Moscoso. The mines were expropriated in 1952,

Mr. Passman. I want the total from the time they expropriated the
tin mines to date.

Mr. Moscoso. The total military and economic assistance has been
$229 million.

Mr. Passyan. Since the expropriation of those mines?

Mvr. Moscoso. The expropriation was in 1952 so you will have to
deduct from that about $22 million. About $200 million.

Mr. Passman. Did you make any cash contribution to the expro-
priated, confiscated tin mines in Bolivia ?




Mr. Moscoso. We have assisted the Government corporation which
Is running the tin mines.

Mr. Passyman. That is the same thing. Even though they expro-
priated the mines, you made a cash contribution to the expropriated
tin mines in what amount ?

Mr. Moscoso. We can give you the figure. T will have it in a
moment.

Mr. Passmax. I said cash contributions. That covers all fields,
development credits, and outright grants.

Mr. Moscoso. I would like to put this in proper context if you will
please allow me.

Here you have a situation in Bolivia which is very good illustra-
tion of the difficulties we were talking about a few minutes ago: the
flight of capital, the export of (::l})ib:kl by the local people.

The owners of these mines, anc preponderantly the ll:iwge.st. mine of
them all, were people who lived primarily in Europe and who had in-
vestments all over the world. They were not investing in their own
country. The other day when the Presidential party went to Mexico
we stayed in a hotel in Mexico financed by profits which came from
those Bolivian mines.

When you do not get an evolutionary change, a democratic change,

such as we are trying to implement through this program, Mr. Chair-

man, then you get revolutionary changes such as the one in Bolivia.
The one in Bolivia was not a bloody one and was a short-lived one,
Those mines were made to work and operate in behalf of the people
ather than in behalf of those taking funds from the country.
When you substitute public management for private management,

you know what happens. There was a drop in productivity. The
workers thought they didn’t have to work because now they owned
the mines. It has taken time to rehabilitate the mines.

That is why we have, together with the German Government and
Argentine Government, tired to rehabilitate these mines.

I hope someday these mines will go back into the hands of private
operators who will perhaps administer them better and more effi-
ciently.

The fact is that one of the primary reasons those mines were taken
away is that the private owners were not investing profits back in the
country.

REASON FOR EXPROPRIATION OF PROPERTY

Mr. Passman. There is always some reason behind why it was ex-
propriated. )

Mr. Moscoso. T will try to see whether what I heard from you is
exactly what you wanted to know.

Mr. Passman. I simply said that regardless of the nature of the
expropriation of U.S, property, or any other properties in these coun-
tries, the other side can always give some explanation as to why it was
considered necessary to expropriate the property.

Mr. Moscoso. That is right.

Mr. Moscoso. Sometimes, Mr. Chairman, the reason can be a good
one and legal one. For instance, sometimes a public utility will get
a concession in a country to provide it with power, we will say. The
franchise will state for 20 years you will have a monopoly to provide
power in this country.
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Then at the end of that time the property, whatever the value is,
will revert to the country itself, less a certain amount of compensa-
tion.

Mr. Passman. It is a foregone conclusion that our Christian atti-
tude and our apparent belief that we are wealthy enough to reform
‘the world makes us quite forgiving, but it follows, nevertheless, that
many Americans who had investments in Latin America had their
properties expropriated, and that fact and political instability ac-
«count for more American investors’ capital coming out of Latin
America than is going in. It is a combination of events which created
that situation.

Would you agree with that statement ?

Mr. Moscoso. I will say, Mr. Chairman, that aside from the hu-
manitarian reasons, and there may be some of that in it, this program
is one to defend our way of life.

Mr. Passman. I stated that because of the fact American property
has been expropriated, along with political instability in the countries,
‘and a combination of events, regardless of how broad or how just or
unjust, this is bound to have created the situation we are now in, that
there are more dollars coming out of Latin America to U.S. investors
than investors are putting in Latin America. Is that a valid state-
ment ?

Mr. Moscoso. That is right.

U.8. EXPORTS TO LATIN AMERICA OVER 5-YEAR PERIOD

Mr. Passman. What has been our exports to Latin America, by
year, for the past 5 years?

Mr. Moscoso. I will give you the figures.

It is interesting to find that in view of the fact the terms of trade
of Latin America have been suffering considerably ; that is, the price
of things they buy from us have been going up much faster than the
price——

Mr. Passman. Give us the figures.

Mr. Moscoso. There has been a reduction in the amount of exports
to Latin America.

Mr. Passman. Can you give the data by years?

Mr. Moscoso. Yes, sir.

Mr. Passman. What has been the amount of our exports to Latin
America by year for the past 5 years?

Mr. Moscoso. In 1957, excluding Cuba, $3,960 million ; in 1958, ex-
cluding Cuba, $3.537 billion; in 1959, exclu(iing Cuba, $3.88 billion;
in 1960, excluding Cuba, $3.254 billion; in 1961, $3.366 billion.

Mr. Passaran. An estimate for 1962 ¢

Mr. Moscoso. We don’t have it.

Mr. Passman. We must answer a rolleall at this time.

(Short recess taken.)

Mr. Passman. We had just finished listing our exports to Latin
America for calendar years 1957 through 1961.
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IMPORTS FROM LATIN AMERICA OVER 5-YEAR PERIOD

Can you give us the imports from Latin America for the same
years?

Mr. Moscoso. Yes, sir.

In 1957 the United States imported from Latin America, not count-
ing Cuba, $3.287 billion.

In 1958, the imports, excluding Cuba, were $3.061 billion; in 1959
the amount was $3.127 billion; in 1960 the amount was $3.171 billion;
in 1961 it was $3.179 billion. 1In all cases this excludes Cuba.

As you will notice, only in the year 1959 were the imports from
Latin America higher than the exports. In the rest of the years I
mentioned there was a U.S. export surplus. In other words, we ex-
ported more to them than they brought in.

Mr. Passman. Our exports to Latin America would include com-
modity purchases with aid dollars, also?

Mr. Moscoso. That is right,

COMMODITY COMPONENT OF AID PROGRAM

Mr. PassmaN. Do you have any general idea as to the commodity
component of the total aid program ?

Mr. Moscoso. Ishall be very happy tosupply that for you.

Mr. Passman. We had better get it now, gentlemen.

Give us the commodity component of the total aid program. Can
we not go to your books and get it ?

Mr. Moscoso. We will have to get it from the Department of Com-

merce.

Mr. Passman. Will you give it to us for 1 year, gentlemen ?

Mr. SternFELD. Mr. Chairman

Mr. Passman. Can you give us the commodity component for fis-
cal 196317

Mr. Sternrerp. $19,935,000 for development grants.

Mr. Passaman. When we look at this, especially when we read

Mr. Sternrerp. We can compare it to 1961 which is $5,562,000 for
development grants.

Mr. Passaran. But the total aid for the 5 years, of all types, is what
amount ¢

Mr. Sternrerp. We would have to get this from the Department
of Commerce reports.

TOTAL AID TO LATIN AMERICA OVER 5-YEAR PERIOD

Mr. Passman. Give us total amount of aid to Latin America for
the 5 years, excluding Cuba.

Mr. SternreLp, Total amount of aid which would not be compared
to the amount of our exports?

Mr. Passman. What has been the total of aid from the United
States in all categories to Latin America during the same 5 years?
Give it to us for 1957.

Mr. SterNFELD. 1957, economic aid, $642.4 million; in 1958 it is
$377 million; in 1959 it is $621 million; in 1960 it is $380 million; in
1961 it is $981 million,
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INFLUENCE OF AID ON TRADE WITH LATIN AMERICA

Mr. Passaan. It was our understanding that by building up the
economy of these countries, and with these tremendous aid programs
to Latin America, it would greatly enhance our exports to that region.

On page 7, here, it states that in the long run the Foreign Aid pro-
gram will help develop our own national economy, that prosperous
countries are the best customers of the United States.

If we actually go to the statisties it would appear that this thing
is working in reverse.

Our exports, if we take 1957, to Latin America, amounted to $3.960
billion. That year you had an aid program to Latin America of $642
million.

The following year our exports dropped down to $3.538 million,
but that year you had an aid program of $377 million.

In 1959 it dropped even further, to $3.088 billion. You had an aid
program, however, of $621 million.

In 1960, we had exports of $3.254 million, with an aid program of
$380 million.

In 1961 we had exports of $3.366 billion, with an aid program of
$981 million.

It would appear that there is no growth, that there is no increased
market thus far, notwithstanding that in the totals on our exports we
have included our Food for Peace program, and we have included all
of the commodities that we shipped out and paid for through the aid
program.

‘When we see that in 5 years our exports have dropped by about $600
million, and during that same year you had an aid program of almost
$1 billion, this is food for thought.

Mr. Moscoso. But there was a U.S. export surplus of $1,287 million
during those same years. In other words, we shipped more to them
than we bought from them.

Mr. Passman. It follows, nevertheless, that you stated earlier the
shipments to them included all exports against the aid program.
They are included in our exports.

Mr. Moscoso. That is right.

Mr. Passmax. So you are not dealing with actual situations, but
with an artificial situation.

I'f you add up the aid program it is far in excess

Mr. Moscoso. These are not all commodities, Mr. Chairman.

Mr. SterNrFELD. These are commitments.

Mr. Moscoso. These are commitments, some of which have not been
put in placeas yet.

Mr. Passman. You gave us the figures.

They show that our exports were $600 million less to Latin Ameri-
ca in 1961 than in 1957,

Mr. Moscoso. I will give you the reason for that, Mr. Chairman.

In the meantime the terms of trade with Latin America—the value
of the products which they sell to us, and the value of the produets
we sell to them—have moved in this fashion:

From 1950 to 1961 there has been an increase of 32 percent in the

ralue of what they buy from us.
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At the same period of time there has been an increase of only 4
percent in what we buy from them. In other words, the things they
produce have not been increasing in value and the things they buy
from us have been increasing in value.

Mr. Passman. Which means that we have had a very high infla-
tionary spiral in the United States. Is that what you are saying ?

Mr. Moscoso. It means they are paying more, the price of what
they buy from us has been going up.

Mr. Passman, Up and up, until we just about are out of world
markets, and we are driving them into other markets. Is that not
just about the situation ?

Mr. Moscoso. At least they have not been able to earn the dollars
to be able to increase purchases from us.

Mr. Passman. Mr. Ambassador, T am not trying to argue, but to be
factual. Actually, through our generosity, we have just about forced
ourselves out of the world market. Even through our aid is increas-
ing by leaps and bounds, our exports to Latin America are still far
below those of 5 years ago.

I agree that what you said is correct. You made my point for me.
It is something for us to think about. What we are selling is con-
tinuing to go up in price, and we have driven them into other markets
of the world.

I hope the time will come when we can have some adjustments to
bring them back as our customers. The more money you put in,
and the greater the development, the more would be their need for
what we produce. Is that right?

Mr. Moscoso. If I may give you one figure that is dramatic.

Mr. Passyan. You did not answer my question, sir.

Mr. Moscoso. T shall answer the question.

Mr. Passman. The greater the aid program, in hundreds of mil-
lions of dollars, if development of their economy should increase,
their demand to uns for goods we produce

Mr. Moscoso. It should increase.

Mr. Passman. We expect. it.

Mr. Moscoso. That is right.

Mr. PassataN. When it drops by $600 million in 5 years it does not
look good.,

EFFECT OF PRICE FLUCTUATIONS ON TRADE STATISTICS

Mr. Moscoso. But if the prices of things they can produce as of
now, before this program has its full effect, are not increasing commen-
surate with the prices of things they buy from us, you will not get
that result.

Besides, take one single commodity they produce in large quan-
tities—a 1-cent drop in the price of coffee results in a loss of $41 mil-
lion.

Mr. Passman. What if we had a 3-cent drop per pound in beef
cattle? What would it mean to us? These things are relative.

Mr. Moscoso. We do not export great amounts of beef.

Mr. Passman. I refer to a drop of 3 cents a pound.

Anyway, have I stated those figures correctly ?

Mr. Moscoso. Yes, sir, ;
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Mr. Passman. Notwithstanding the tremendous aid program for
Latin America, and let us say you have good and sufficient reasons,
we actually exported $600 million less in 1961 than we did in 1957.
Is that an accurate statement ?

Mr. Moscoso. Mr. Chairman, as has been said by others, if the
terms of trade were not as they are we perhaps would be able to live
with a smaller amount of an aid program.

With this tremendous discrepancy in terms of trade this has
been

Mr. Passman. Even though we had almost a billion dollar aid pro-
oram for Latin America in fiscal 1961—certainly the money is yet to
be completely expended, but you are spending large sums allocated
in prior years—we exported $600 million less to Latin America than
we did 5 years before.

Mr. Moscoso. Yes, sir.

LATIN AMERICAN IMPORTS FROM OTHER COUNTRIES

Mr. Passman. Can you tell us the import figures for Latin Amer-
ica from the other nations of the world covering the same 5 years?

Mr. Moscoso. Yes.

Mr. Passman. Give it to us by year, and give us the authority for
your statistics.

Mr. Moscoso. United Nations statistics because these are worldwide
figures.

In 1957, these are the imports of 19 Latin American countries,
always excluding Cuba, and this is from all sources, $8,473 million.

In 1958 the amount is $7,678 million.

In 1959 it is $7,232 million.

In 1960 it is $7,769 million.

The year 1961 has not been made available as yet. You see how
there has not been an increase from elsewhere.

Mr. Passman. I shall not agree with you, because when you stepped
up the aid program—as the record will indicate—in 1959 when you
had $621 million in aid, we had exports of $3.088 billion, but they
bought from other nations $7.232 billion; the following year, when
we would expect that perhaps our exports would increase substantially,
it jumped up by only about $150 million, and their increased pur-
chases from other nations went up by $500 million.

Mr. Moscoso. If T may correct you on something. These are im-
ports from all sources.

Mr. Passman. You mean all sources of what?

Mr. Moscoso. United States and the whole world.

Mr. Pagsman. That is not the question T asked you.

Mr. Moscoso. It is simple to subtract one from the other. We shall
be glad to do it.

Mr. Passman. It will make the figures even more startling, in all
probability.

Mr. Moscoso. From all the other sources, outside of the United
States, for 1957, $4.500 million. These have been rounded off.

Tn 1958 it is $4,100 million.

In 1959 it is $4.100 million.

In 1960 it is $4,500 million.
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DECLINING LATIN AMERICAN IMPORTS FROM UNITED STATES

Mr. Passman. Four and a half billion dollars against our $3,860.
million. If you go to the last year where you have complete figures,
our exports dropped from $3,960 million to $3.366 million. whereas.
theirs had gone back up to the original 1957 amount, of $4,500 million.
Is that correct. ?

Mr. Moscoso. Yes, sir.  May I suggest that the Alliance has appar-
ently been asked to do something which is impossible to do. It has not
yet had a chance.

Mr. Passman. We agreed this morning that the Alliance must work.
We have to make it work, but we must give the people these statistics,
that presently it is working in reverse.

Mr. Moscoso. Because the investments have not yet been made, Mr.
Chairman.

Mr. Passman. We agreed earlier that more dollars are coming out of
Latin America to U.S. investors than U.S. investors were plowing
back into Latin America. Is that right ?

Mr. Moscoso. If I have the privilege of still being in this job and
have the privilege of appearing before this committee, I say in 2 or 3.
years let us look at this. Then we will be able to say this has been the
result, successful or otherwise, of the Alliance program. It has not
yet had a chance.

Mr. Passman. This aid program was started in 1942, But, T ask:
you to forget about that, and pick up the aid program as we know it
from the beginning of the Marshall plan.

The statistics speak for themselves.

Our aid program is greatly enhanced over previous years.

We find ourselves now $600 million less in exports than 4 years.
previously whereas exports from other countries of the world to Latin
America are holding their own.

That is something for those people to think about. You do not
say it in these words, but you indicated that we have priced ourselves.
out of world markets, that we are no longer competitive,

Gentlemen, let us recess until 2 o’clock this afternoon.

AFTERNOON BESBION

Mr. Passman. The subcommittee will come to order.

ACT OF BOGOTA

The Act of Bogotd was signed, T believe, in 1960 ?

Mr. Moscoso. Yes, sir; in 1960,

Mr. Passman. In return for a promise of aid from the United
States, the Latin American countries were to initiate certain actions,
especially in the field of tax reform and land reform ?

Mr. Moscoso. Yes, sir.

COUNTRIES HAVING INITIATED EFFECTIVE REFORM MEAS

. Mr. Passman. Would you cite for the record what
initiated effective land and tax reforms?
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Mr. Moscoso. Mr. Chairman, we have, of course, paid considerable
attention to the question of these reforms which are envisaged in the
Act of Bogoti.

Mr. PassaaN. Thank you.

What nations have initiated reforms?

Mr. Moscoso. We have two reports which 1 will give you for the
record, but I will give you briefly

Mr. Passman. You just pass along to us now, Mr. Ambassador, all
the material you wish. Is this a book here?

Mr. Moscoso. Since part of the funds from the Aet of Bogotd are
administered through the Inter-American Bank——

Mr. Passman. Let us take this under advisement and get back to the
specifics.

What countries have initiated effective land and tax reforms—by
name, please.

Mr, Moscoso. T shall mention a number of them, Mr. Chairman.

Mr. Passsan. All right.

Mr. Moscoso. Argentina.

Mr. Passman. Let us get them in the record, and then we shall
examine concerning each one.

Mr, Moscoso. A substantial change was made in the tax laws in
Argentina.

Mr. Passman. Give me the names of the countries, Mr. Ambassador,
and then we shall ask the questions and let you comment. No. 1 is
Argentina.

Mr. Moscoso. Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador,
El Salvador, Gru.ltcmila, Hmu]ur.ﬁ. Mexico, Nicaragua, Panama,
Paraguay, Peru, Uruguay, and Venezuela.

Mr, Passman. Seventeen.

Let us have the list, please.

ARGENTINA
TAX REVENUES IN ARGENTINA

Let us start with Argentina. Give us the amount of taxes paid into
the treasury of Argentina in the period 1955 to 1960, inclusive, by
year.

Mr. Moscoso. We do not have that here, Mr. Chairman.

My, Passman, Give the committee the amount of taxes paid into the
Government. T said “effective measures.” Introducing bills and
writing a lot of voluminous reports is not necessarily an effective pro-
gram. We want to know how much additional taxes have been paid
mto these treasuries as a result of the tax reforms, beginning with
1955 and coming up through 1960. Do you not have to have that in-
formation before you could evaluate an effective program, to know
how much extra taxes were coming in ?

Mr. Moscoso. We do, Mr. Chairman.

Mr, PassmaN. I am asking you to tell us.

Mr. Moscoso. Idonot Il.l\ e the 1955 figure here.

Mr. Passman. What is the latest year you have? We want the
amount of taxes, by year, paid into the treasury of Argentina.

Mr. Moscoso. This is Hw 1961 figure, Mr. Chairman.




Mr. Passaan. You had to have something with which to compare
it, Mr. Ambassador. You could not compare 1961 with 1961.

Mr. Moscoso. We can give you some estimates of the revenue in-
creases of 1962 over——

Mr. Passman. We asked for the amount of taxes by category. You
may have budgetary support pouring in from our country through
indirect methods and from the spigot throngh which yon draw out
foreign aid, which would show more money in the treasury. We want
to know what they collected from the people.

Mr. Moscoso. As a percentage of the gross national product

Mr. Passaran. No, sir, that is not what we want. We want to know
the amount of taxes that the Argentine Government collected from its
people, 1955 through 1961, by year, inclusive. Then we shall have
something to compare, one year against the other. Could we receive
that data?

Mr. Moscoso. It is relatively simple to calenlate from the gross na-
tional product the percentage——

Mr. PassmanN. That will not get the job done. We want the amount
of taxes collected.

Mr. Moscoso. In the year 1959, $800 million in the case of Argen-
tina; in 1960, $1.107 billion; and in 1961, $1.753 billion.

Mr. Passaran. That was the amount of taxes paid in by the people
to the Government of Argentina?

Mr. Moscoso. Yes, sir; domestic revenues of the Government.

JUSTIFICATION FOR AID TO ARGENTINA

Mr. Passatan. Why are they in such very bad shape at this time?

Mr. Moscoso. There are quite a number of reasons for that, Mr.
Chairman.

Mr. Passman. If they are increasing their revenues by that amount,
why are we giving aid?

Mr. Moscoso. In the first place, Mr. Chairman, we have had a very
small program in Argentina over the past years.

Mr. Passman. $349 million, T believe, in 1959, in gold and foreign
exchange: and, in 1961, did you not have gold and foreign exchange
of $518 million ?

Mr. Moscoso. The bulk of this, Mr. Chairman, is Export-Tmport
Bank loans which have been primarily given to private industry.

Mr. Passmax. Did you give us 2 years on Argentina?

7\1'['. Moscq wo. I oave you 3 years.

Mr. Passyan. Can you tell us what part of that sum was budg-
etary support from the United States?

Mr. Moscoso. No.

Mr. Passsan. From whose bookkeeping system do you extract
those figures?

Mr. Moscoso. The tax collections of the Government ?

We get them from our mission in Buenos Aires,

FINANCIAL PROBLEMS IN ARGENTINA

Mr. Passman. Argentina is in about the worst finaneial condition
it has been in for some time, is it not ?
Mr. Moscoso. Yes, sir.
87048—62—pt. 3——7
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Mr. Passman. In view of the facts that we have had a substantial
aid program pouring into Latin America and that they have increased
their budgetary receipts from their own people, w hat is the explana-
tion?

Mr. Moscoso. The explanation for the increase in their taxes has
been due to the reforms that they have initiated.

Mr. Passman. I am talking about their financial plight today.

Mr. Moscoso. Their financial plight today, Mr. Chairman, is due to a
number of factors. When the dictatorship of Mr. Peron was in power
in Argentina, one of the things he did was to start a program of na-
tionalization of the railroads and the utilities. As a result of that na-
tionalization program, quite a number of enterprises had to be run by
the state, and the rates which they were charging or collecting were
not increased sufliciently to cover the costs of operation. As a result,
budgetary deficits sinrted to emerge out of these public enterprises,
primarily the railroads, and they had to be covered from the regular
budget in Argentina.

Another thing that the dictatorship did was to utilize some of these
enterprises as a sort of gigantic job-procurement operation. There
is a surplus of employment. in every one of these enterprises, very sub-
stantial in the case of some of them.

Mr. Passman. How did they manage to increase the revenues from
the people so substantially, if they had that condition?

lll'. Moscoso. The inerease in revenue took place because of reforms
in the tax-collection system. The Bureau of Internal Revenue assisted
them in setting up new methods of tax collection, and the new methods
were so effective that they have increased substantially the revenues of
the Government.

Mr. Passaan. In Argentina they increased substantially by the new
methods the receipts of the treasury from the people of A\ln'm]lm a, and
that was happening during the same period that we were increasing
the aid program. Is that correct?

Mpr, Moscoso. For the part of the 1962 program that pertains to our
agency, as you can see, Mr. Chairman, the programed amount is $3.7
million in grants and $39 million in loans.

Mr. Passaran. You are talking about those development eredits.
It was available to Argentina, nonetheless?

My, Moscoso. That is right.

Mr. Passman. While the Argentine Government was collecting
more taxes from its people, and with a very substantial increase—
about five times—in the aid program, they are now in one of the
worst financial erises they have been in in many years. TIs that correct?

Mzr. Moscoso. There was a substantial amount of that money which
was invested

Mr. Passyman. Is it a statement of fact that we have greatly in-
créased our aid program during the 2 years you have mentioned,
and those are the 2 years when fhov had the greatest increase in taxes
through treasury Il‘((‘l]ﬂ%. is that correct ?

Mr. Moscoso. That is correct.

My, Passman. Now, notwithstanding those two factors, they are
in worse financial shape than they have been in many years?

Mr. Moscoso. There have been quite a number of reasons for that.




Mr. Passaran. We are going to get to the reasons. Have I made
a statement of fact?

Mr. Moscoso. Yes, sir.

Mr., Passman. We shall sum up the reasons later. Since they
have these reforms, would you mimnd going through the countries,
establishing first their true situation dollarwise, and then we will
go back and get the reasons. We are trying to find out whether the
program has helped. What is the next nation you named? Bolivia?

Borivia
COMPARISON OF REVENUES WITH AID LEVELS

Mr. Moscoso. In the case of Bolivia, the revenue has grown from
$20.9 million in 1959 to $27.3 million in 1960, to $31.9 million in
1961.

Mr. PassmaN. Now let us get the aid for the same years,

Mr. MoxToya. Would you repeat the figures on Bolivia?

Mr. Moscoso. $20.9 million for 1959, $27.3 million for 1960, and
$31.9 million for 1961.

Mr. Passman. Now the aid program for the same years.

Mr. Moscoso. Grants and loans totaling $24.5 million in 1959, $14.8
million in 1960, and $12.5 million in 1961.

Mr. Passyman. I am afraid we should not abbreviate so drastically.
Let us go to page 33 of your own justifications. You had a very
substantial supporting assistance grant aid program there of $225
million, did you not ?

Mr. Moscoso. Yes, sir.

Mr. Passyan. You forgot to mention that in connection with the
development credits of $3.8 million.

Mr. Moscoso. Because this does not go into the budget, you see.

Mr. Passman. That changes the situation, does it not? If I am
correct, our aid is about 30 times their own increase in revenue. Is that
about right ?

L just cannot follow your line of reasoning. You were pointing out
these development credits of $3.8 million, and you were about to omit
the grant aid of $22.5 million. So, the two together, just those two
spigots, for 1961 amount to $27.9 million. Isthat correct?

My, Moscoso. That is correct.

Mz, Passman. And in 1962, it was $20.8 million.

Myr. Moscoso. Correct.

Mr. Passman. You had better give us the total. This covers only
about half of fiscal 1962. Could you give us your latest estimate on the
aid?

Mr. Moscoso. $31.955 million.

FINANCIAL CONDITIONS IN BOLIVIA

Mr. Passman. What is the financial situation of the Government of
Bolivia now ?

Mr. Moscoso. In the case of Bolivia, Mr. Chairman, they made a
strenuous effort to increase taxes and, as a matter of fact, one of the
taxes they inereased was the tax on gasoline.
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Mr. Passmax. You have already put in the record that they in-
creased them. What is the present financial condition of the Govern-
ment of Bolivia?

Mr. Moscoso. Ithasimproved over the last year

Mr. Passaan. Isit still serious?

Mr. Moscoso. 1t is serious, yes; but it has improved over what it
was the last year.

They have increased their revenue, Mr. Chairman, as you can see,
rather substantially.

Mr. Passaan. 1 am speaking about their balance-of-payments situ-
ation and whether they are able to meet their commitments to projects
in their own country.

Mr. Moscoso. They have not been able to take care of all their ex-
penses ; no, sir.

Mr. Passman. Again, we do not seem to have made much progress
so far as balancing the overall,

Could you tell us about Brazil ?

Brazin

Mr. Moscoso. In 1959, $801 million; in 1960, $1.225 billion; and in
1961, $1.502 billion.

Mr. Passman. Can you tell us how much aid you had for Brazil
during the same 3 years?

Mr. Moscoso. Our program in 1959 was $8.9 million; and then in
1960, $11.3 million ; and then in 1961, $7.5 million.

Mr, Passarax. In 1962¢

Mr. Moscoso. $85.293 million.

Mr. Passman. Have they solved their balance-of-payments situa-
tion, with these tremendous increases in aid ?

Mr. Moscoso. No, sir; unfortunately, they have not solved all of
their problems.

Mr. Passman. I did not ask if they had solved all of them. To
what extent have they reached the point that they would be self-sup-
1)0{'1?111;_( t They are in very serious difficulty at this time, are they
not ¢

Mr. Moscoso. One of the things I wanted to mention, Mr. Chair-
man, is the type of assistance this includes. With the v\wphrm of
the technical assistance part of it, it was addressed primarily to trying
to resolve a critical sitnation that emerged early m 1961 during the
first few months of the Quadros regime, which was a democratic
regime friendly to the United States. It was thought at that time
desirable and advisable to try to correct some of the imbalances and
bring about a degree of monetary and economic stability which would
then permit some economic development to take place. ~ As you know,
a very unfortunate political situation developed there. A ¢ wrisis of the
first order in this, which is by far the largest country in Latin America,
with even a larger territory than the United States, with almost half
of the total pnp111¢t|m1 of Latin America. That, Mr. Chairman, is the
reason it has been so difficult to bring Brazil forward.
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Mr. Passyman. But with all the tens of millions of dollars we have
poured into that country, they still may be at this time in worse shape
n_their balance-of-payments situation than they were 2 years ago?

Mr. Moscoso. They have made definite improvements in their
economy, Mr. Chairman, over time. They have been growing sub-
stantially. As a matter of fact, the rate of growth of the Brazilian
economy is one of the best in Latin America. It has been unfor-
tunately interrupted by this political situation.

Mr. Passman. Are they not in a rather serious balance-of payments
situation at this time?

Mr. Moscoso. Yes, they are.

Mr. Passman. That is all I want to know. We are trying to pin
down whether they have made any progress, whether they are going
forward or backward.

I had better read this from the record, because it is yours and it is
confidential. You will take it out, but maybe the other members are
interested :

(Off the record.)

Mr. Passman, That is with reference to Brazil.

In Brazil, it would appear that you have about $ ——— tenta-
tively programed for fiscal 1963.

Mr. Moscoso. Yes, sir. We are hoping, as T said yesterday, Mr.
Chairman, that the results of the elections will allow the stabiliza-
tion of the political situation. Then this money can do the most
cood.

Mvr. Passyan. Let us hope that in this generation we can solve these
problems.

GOLD AND FOREIGN EXCHANGE BALANCES

Mr. Ruonrs. T notice on page 29, and also on page 46, under the
category “Gold and foreign exchange.” in both Argentina and in
Brazil there have been rather significant inereases in gold and foreign
exchange from 1959 through 1961. I am at a loss to explain this as a
result of the testimony about balance of payments.

Mr. Moscoso. In Argentina, there has been a reduction.

Mr. Ruopes. Wait. I said, or meant to say, from 1959 through
1961. My book shows that in Argentina there was $349 million in
1959, $658 million in 1960, and $518 million in 1961, which is a rather
large increase over 1959,

Mr. Moscoso. There has been a drop in the reserves from 1960 to
1961.

Mr. Ruobes. That is right. If their balance-of-payments picture
has been bad throughout, as I understood you to say, why do we have
any increase at all?

Mr. Moscoso. One of the difficulties, Mr. Rhodes. is that the foreign-
held debts are not shown in this ficure,

Mr. Rropes. You mean this is not a net figure ?

Mr. Moscoso. No, this is the figure of gold and foreign exchange.
It does not show how much they owe outside.

Mr. Ruobes. Would that also be true of Brazil ?

Mr. Moscoso. Yes, sir, the same thing holds true of Brazil. There
is a very substantial foreign debt there.
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Mr. Ruobes. They apparently are not paying their foreign debt,
and are in default.
Mr. Moscoso. They are not promptly paying some of their foreign
debt.
CHILE

Mvr. Passman. Now, let us consider Chile.

Mr. Moscoso. [lm domestic revenues in Chile increased from $674
million in 1959 to $773 million in 1960, and $890 million in 1961.

Mr. Passmax. Tell us, if you will, the amount of the aid program
for Chile in the same 3 years.

Mr. Moscoso. In 1959 it was $3.2 million; in 1960, $18.9 million;
and in 1961, $31.2 million.

Mr. Passyan. In 1962, did you have an aid program for Chile?

Mr. Moscoso. That is right.

Myr. Passaranx. How much was that?

Mr. Moscoso. $142,736,000.

Mr. Passaran. How are they getting along?

Mr. Moscoso. That im]ml(‘h, of course, the $100 million for the
earthquake rehabilitation.

Mr. Passman. If you eliminated that—and, of course, that $100
million is not too easy to sweep under the rug—it still would be from
$3.2 million up to $1 12 million from 1959 to 1962, is that correct? Tt
]\- $142.736.000——

Mr. Moscoso. For 1962; yes, sir.

Mr. Passaan. How are they getting along with their balance-of-
payments situation ?

Mr. Moscoso. They are having some difficulty, sir.

AID TO CHILE DESPITE LACK OF PLEDGED REFORMS

Mr. Passman. Is this the country we observed headlines on Tues-
day, July 10, 1962, “U.S. Holds Up Aid to Chile, Lagging in Pledged
Reforms.”

Mr. Moscoso. Yes, sir.

I must say, Mr. Chairman, that this was a composite view that the
reporter took of information that he had gotten from a number of
SOUTCes.

Mr. Passman. We are not holding up any aid to Chile, then?

Mr. Moscoso. Right now we are not.

Mr. Passman. Iam not talking about right now.

Mr. Moscoso. This refers to——

Mr. Passman. Have we any time during recent months held up aid
to Chile?

Mr. Moscoso. We have not.

Mr. Passman. Even though they are not keeping their promises on
reforms?

Mr. Moscoso. They have kept their promises on part of the reforms,
Mr. Chairman.

As you know, we have a substantial program which is based on
their performing the promises they have made.
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Mr. Passman. It states here, July 10, 1962, Washington Post, page
A4:

U.S. aid to Chile under the Alliance for Progress has been held up because
of that country’s reluctance to fulfill promises of soecial and economic reforms
made in April. So far none of the $120 million, $80 million in projects
and $40 million in surplus agricultural commodities, committed to Chile for
1962 has been released. However, the United States may agree to the shipment
of more than $20 million in farm products by the end of this month in addition
to $40 million of project assistance.

Is this article 100-percent wrong ?

Mr. Moscoso. Partly wrong.

Mr. Passman. Partly is not 100 percent, so we shall not waste
time.

BALANCE-OF-PAYMENTS PROBLEMS

They are in difficnlty with their balance-of-payments situation?

Mr. Moscoso. Yes, sir.

Mr. Ruopes. I notice on page 49 at the bottom, on the left-hand
side, the per capita GNP has declined steadily since 1950.

I look in the tables on page 53 and I find that for the years 1959,
1960, and 1961 the per capita GNP is 584 the first year, the second
year it is 585, and for the third year it is 585. That indicates the
decline has been arrested, at least.

Mr. Moscoso. Stagnant rather than what it states here.

Mzr. Ruopes. Thank you.,

Mr. Passman. That certainly pinpoints something very specifically
here.

Corompra

We shall move to discussion of Colombia.

Mr. Moscoso. Their revenues in 1959 were $318 million; in 1960
it is $365 million: in 1961 it is $416 million.

Mr. Passman. Can you give us the amount of aid to Colombia
during these same 3 years?

Mr. Moscoso. In 1959 it is $2 million ; in 1960 it is $2.4 million: in
1961 it is $28.2 million.

Mr. Passaan. For fiscal 19627

Mr. Moscoso. $38,156,000.

Mr. Passman. Are they in any difficulty with this balance-of-pay-
ments situation ?

Mr. Moscoso. Mr. Chairman, almost every country in the process of
development has precisely that characteristic. That is one of the
characteristics of development.

Mr. Passman. Process of development ?

Mr. Moscoso. Yes, sir. We had it here in the United States. We
had a process of development.

Mr. Ruopes. Don’t we still have it? When did we quit having it?

Mr. Moscoso. This is a temporary situation. "

Mr. Ruopes. Mr. Moscoso, you mean a 12-year temporary situation ?

Mr. Moscoso. It depends on standards and many other things.




U.8. BALANCE-OF-PAYMENTS DEFICIT

Mr. Passman. From 1952 through 1961, inclusive, the U.S. balance-
of-payments deficit was $19.6 billion. In only 1 year in all those 10
years did we have a credit, and that was in 1957 for only one-half
billion dollars.

The record speaks for itself. Our gold holdings dropped from $23
billion-plus at the end of 1952 to less than $17 billion at the end of
1961.

The “free nations,” during that same period, increased their gold
holdings from $13 billion to ‘;‘J,S plus billion.

We were worried about the short-term dollar assets of foreign na-
tions in 1952 being $10 billion-plus. But, we find now they have
pushed this item up to $22.5 billion.

We must also take into account that some of our friends in Europe
are now coming to our rescue, and repaying some of their dollar loans
as much as 35 years in advance of the due (lato, so as to lessen the im-
pact on our balance-of-payments deficit.

Even so, it is anticipated that we shall have another balance-of-
ayments deficit of possibly as much as one and a half billion dollars
or fiscal 1963.

STEEL IMPORTS

We move to another point. For the first 5 months of this year we
(‘\pm'teli 801,000 tons of steel, and we had to collect $174,779,000 for
During that same period we imported 1,689,000 tons of steel 1, and

we were able to buy it for $198,675,000.
Therefore, at that p()m[ in calendar 1962, worldwide, we have im-

ported over twice the amount of steel we have exported, and it appears
at just a little bit more than half the price we have to pay for our own
steel.

EFFECT OF COFFEE PRICES ON LATIN AMERICAN ECONOMY

Mr. Moscoso. I want you to know that the terms of trade of these
Latin American countries have been working against them, as I said
this morning. One of the principal products, or the principal prod-
uct of two of the countries you mentioned, happens to be coffee.

While we are drinking a cheaper price coffee than we were before,
every time that pr ice drops 1 cent, $41 million is lost to these countries.

Since the past 3 or 4 years I am sure you have been aware the price
of coffee has dropped considerably. That has worsened this situa-
tion.

Mr. Passman. Has that fact not been true ever since they have been
raising coffee?

Mr. Moscoso. \YO sir.

Mr. Passaan. If coffee goes down they lose revenue?

Mr. Moscoso. That is II‘T]lt

Mr. Passman. Coffee has been going up and down for years, has
it not? Sy

Mr. Moscoso. It was going up rather steadily since after the war
and then it started to come down since the war.

Mr. Passman. In 1959 the pitch on Colombia was:

“Colombia’s most pressing problem is to pay off her backlog of
commercial debt in the face ofl weakening cotfee prices without com-
pletely disrupting a praiseworthy trend of economic development.”
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Mr. Moscoso. That is right.

Mr. Passman. Is that not about the same story we get today?

Mr. Moscoso. That is right, it is a very bad situation because——

Mr. Passman. We are not arguing about the situation. Are we
solving it?

Mr. Moscoso. As I said this morning, prices of products we sell
them, and we sell substantial amounts to them, have been going up
28 percent in the last 10 years.

IMPACT OF U.S. PRICES

Mr. Passman. And I think we agreed partially that it is forcing
them to turn to other markets of the world, on account of our prices
being so high that we are just about out of the world market.

As long as we continue this artificial period of trying to create
prosperity, I am sure you and I agree tllmt. it will get that much
worse. This so-called $500 billion gross national product consists
of about $137 billion plugged in it to take care of taxes we have to
get if we continue our generosity, on the part of State, National, and
local governments.

You can do nothing about it, and neither can I. We recognize
that we are rapidly pricing ourselves out of the world market.

Mr. Moscoso. You will notice that the total imports of Latin Amer-
ica have been dropping. They haven’t the money to import much
more from us, and not much more from anybody.

MORE AID BUT LESS EXPORTS TO LATIN AMERICA

Mr. Passaran. Nevertheless, the amount of our exports to Latin
America from 1957 to 1961, inclusive, during the period they were
getting the greatest amount of foreign aid percentagewise, dropped
by $600 million. Isthat right?

Mr. Moscoso. That is right.

Mr. Passman. During that same period foreign exporters held their
own with Latin America.

Mr. Moscoso. No, those also dropped.

Mr. Passyan. You said in 1957 they bought from other countries
$4,500 million and that we sold them $3,960 million.

But in 1960 ours dropped all the way down to $3,254 million, and
what they purchased from other countries of the world was about the
same figure that you gave us for 1957, and that is $4.5 billion, rounded
out. ]

If T am wrong I want these figures corrected. Are those the figures?

Mr. Moscoso. These are the figures that are in the record.

Mr. Passaan. So I have made a statement of fact.

Mr. Moscoso. Yes, but, Mr. Chairman, in the first place we are talk-
ing about calendar year figures here for the imports. You mentioned
the fact that the aid program has been going up and up. The aid
program has been going up in the past year or so. We are talking
here of a 5-year span. The Alliance program has not yet had an
opportunity to show the impact of the aid.

Mr. Passman. I agree with you, but your own supporting wit-
nesses said we started the aid program in 1942,
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I ask you, however, to pick up only subsequently to World War IL
Do you remember that exchange of yesterday, where 1 said let us
just go to 19467

Mr. Moscoso. Before 1961, we had primarily a technical assistance
program.

CosTa Rica

Mr. Passsan. How about the situation in Costa Rica?

Mr. Moscoso. The revenue in 1959 was $68.2 million. In 1960 it
15872 million. In 1961 it is $78.5 million.

Mr. Passman. How about the aid to this country, picking up the
same years?

Mr. Moscoso. $1.4 million in 1959 ; $1.3 million in 1960 ; $10 million
in 1961.

Mr. Passman. Fiseal 196217

Mr. Moscoso. $1.968 million,

Mr. Passman. How about their balance-of-payments situation ?

Mr. Moscoso. Right now at this moment they are having a little
balance-of-payment difficulties.

Mr. Ruopes. Are these figures with the military assistance?

Mr. Moscoso. Budgetary difficulties is what they are having and
not balance of payments.

Mr. Passyan. While the amount of taxes go up their budget be-
comes more critical.

We have something in common with them. We are having the
same kind of troubles here.

Ecuvapor

Mr. Passman. Now, let us take up Ecuador.

Mr. Moscoso. The revenue in 1959 was $121 million. In 1960 it
was $133 million. The 1961 figures are not yet available.

The aid during those years was $6.7 million in 1959, $8.1 million
in 1960, and $9.6 million in 1961.

My, Passman, Fiscal year 19627

Mr. Moscoso. $20,050,000.

Mr. Passman. Are they having any balance-of-payments difficul-
ties?

Mr, Moscosco. They are having budgetary difficulties.

Mr. Ruopes. May we go off the record for a moment ?

( Disenssion held off the record.)

Mr. Passman. Mr. Ambassador, the situation in the other Latin
American countries would be similar to those we have discussed, would
it not.?

Mr. Moscosco. There are some exceptions, Mr. Chairman.

Mr. Passsax. On the whole, would they be similar ?

Mr. Moscoso. Yes, sir.

Mr. Rooxey. In whatregard? Similar where?

REVENUES OF LATIN AMERICAN COUNTRIES

Mr. Passman. We were getting ready to put in some inserts, to
save time, regarding the increase in revenues in several of the coun-
tries, and the balance-of-payments situation, as well as their budgetary
difficulties. I believe the question I asked was this: Would conditions
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in the other countries, with the exceptions indicated, be similar to those
in countries we have discussed ?

Mr. Moscoso. Yes, sir: with exceptions, that is right.

Mr. Passyan. It would be fair to you to extract from the record
and insert in the permanent record the taxes, revenues aceruing to the
budget, the same as in the previous cases, so that whoever is reading
the record gets it all the way through.

(The information follows:)

Domestic revenues of selected Lalin American countries, 1961

[In millions of dollars]

|
Argentina.. : § $1,753 || Honduras. ...
2 32 Mexico 1___
Brazil 1. ; y i 1,502 || Nicaragua?_ _
Chile___. L 773 || Panama. __
Colombia 1. i 416 || Paraguay
Costa Ric
Ecuador... |
El Salvador |
Guatemala 2. __ - i

T 1
1661

1 Nonnational revenue significant, being as much as 20 percent of the total,
2 Fiscal year June 30.

3 Esti :

¢ Not available,

LOANS TO U.S. INVESTORS FOR FOREIGN INVESTMENTS

Can American firms borrow money from one or more of the facets
of foreign aid for industrial development in Latin America, for fac-
tories, or other enterprises?

Mr. Moscoso. Yes, sir.

Myr. Passaan. That being so, it is unsual that the U.S. business flight
of dollars from Latin America is in excess of the dollars going in.
You would think it would be just the reverse, as they can borrow
dollars from the aid program to open up businesses.

The increased program n-vrl;iin}l\' would increase the amount of
dollars which would be available to American business to go into busi-
ness in Latin America, and you certainly responded to the point this
morning when you said it was “political instability”——

Mr. Moscoso. Monetary and financial instability.

Mr. Passman. Do you have any hopes, Mr. Ambassador, in the
foreseeable future, with this added incentive, to provide U.S. capital
for U.S. business firms to go in business in Latin America, and that
this situation can be reversed ?

Mr. Moscoso. Yes, Mr, Chairman. As a matter of fact, even in the
past couple of years there has been a change.

As I mentioned this morning, the figure for 1960 indicated about
$90 million of investment, and in 1961 that went up to $203 million, so
there has been some increase.

Mr. Passman. But the flow of capital out still exceeds the flow of
apital in.

Mr. Moscoso. This is due primarily to investments which have been
made in previous years in Latin America. These are profits that have
been taken out.
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Mr. Passaran. We agreed that we are talking about dollars.  If you
have a healthy environment, and political st llnhl\. where they can
make profit, they would want to leave the dollars in the project. Is
that right ?

Mr. Moscoso. They would in some instances. In some instances
that has happened, Mr. Chairman.

Myv. Passyan. I)o you see any reason for alarm over the fact that,
even with this new program, where American entm’puse can bmrow
money to go into business in Latin American countries, the flow of
dollars out 1s greater than the flow of dollars in?

Mr. Moscoso. As a matter of fact, Mr. Chairman, T am verv much
interested in seeing that as much U.S. investment as possible i1s made
in Latin America.

Mr. Passaan. Surely you are.

NECESSITY OF GOOD POLITICAL-ECONOMIC CONDITIONS

Mr. Moscoso. “n ]mln\ to lu' able to work with our Latin American
friends and convinee them of the necessity of .ulji--\'i..;: the type of
investment climate which will make attractive these investments.

As vou are well aware, one of the difliculties for investment is

monetary instability and with rampant inflation it is difficult to get
people to invest.

One of the reasons why assistance was given to Brazil, as I under-
stand ir——] was not here at the time in 1961—was to see if they could
stem inflation in such a way as to induce 111\'1!.4:1;(:111. to continue.

I Impn through persuasion, !In-on;_rh ext nn]'a e of some of the coun-

tries which are following good monetary policies and are attr:
investment, we will be able to show lhu n[h(*[ nations of Latin ‘\me
ica how growth can be achieved.

We have had a mixture of political stability and monetary stability
in Mexico and money has been invested there as a resnlt. We have
had almost something similar to that in the case of Colombia, and
also there is a substantial amount of investment going on.

In the case of Argentina we did have a substantial amount of
investment going on in the past few years. It is unfortunate that the
political incidents which took place a few months ago have reversed
that, or stagnated the economy. There were substantial amounts o
[7.S. investments going into Argentina.

FLIGHT OF CAPITAL FROM MEXICO

Mr. Passman. On page 105 of your own justifications you say:

As a result Mexico last vear suffered a flight of capital and consequent
balance-of-payments crisis which began to right itself in the last month of
1961,

Mr. Moscoso, That is right.

Mr. Passmax. It is an ever-changing situation.

(Off the record.)

Mr. Moscoso. However, there was a change in the policy of the ad-
ministration and it was immediately felt in investment cireles. That
is the reason for that.
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CAPITAL, LOANED TO U.S. ENTERPRISES IN LATIN AMERICA

Mr. Passyan. Can you tell us how much capital you have provided
American enterprise i the past 5 years in order to invest in Latin
America ?

Mr. Moscoso. Loans made to American enterprise ?

Mr. Passman. Right,

Mr. Moscoso. The primary source of these investment loans in Latin
America for private enterprise is in the Export-Import Bank. We
unfortunately do not have the figures here.

Mr. Passman. Have you had applications out of the Alliance for
Progress?

Mr. Moscoso. We have had applications for investment guarantees,
which, as you know, is part of the overall aid program.

INVESTMENT GUARANTEE PROGRAM

There is a very substantial amount requested for investment guaran-
tees.

Mr. Passyman. You do have the incentive program for American
enterprise to go into Latin America. They are guaranteed invest-
ments?

Mr. Moscoso. That is right.

Mr. Passman. Notwithstanding that incentive, there are more U.S.
business dollars coming out. of Latin America than are going in?

Mr. Moscoso. In the first place the incentive program, insofar as
our part of it is concerned, has not been operating long enough to be
able to see its effect. There is a substantial number of applications for
investment guarantees to Latin America.

Mr. Passyan. I shall ask the question again. It is being repetitious,
but I know you are not purposely being evasive.

Mr. Moscoso. No, sir.

Mr. Passman. We agree that you have investment guarantees for
U.S. business in Latin America?

Mr. Moscoso. Yes, sir.

Mr. Passman. Which should be an incentive to American enter-
prise to go into Latin Ameriea ?

Mr. Moscoso. That is right : and it is.

Mr. Passman. Notwithstanding that fact, there are more dollars
coming out than are going in ¢

Mr. Moscoso. Because the investment, guarantee program has not
had a chance to develop yet, Mr. Chairman,

Mr. Passman. You have not said vet whether or not. that is correct.

Mr. Moscoso. I cannot say it, Mr. Chairman. Tt would mean that
the investment gnarantee program had been in operation and, there-
fore, r]('ﬁl'litt' that——

Mr, Passman. How long has the investment guarantee program
been in effect ?

Mr. Moscoso. The present program in Latin America has been in
effect only since passage of the Foreign Assistance Act of 1961.

Mr. Passatan. During that period, have we put more U.S. dollars
out of the free-enterprise system into Latin America than we have
brought out of Latin America, speaking of dollars?

Mr. M ISCORO, ,\‘1). SIT.
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Mr. Passaran. That is an indirect answer, but it is just as good.

And the number of dollars going in would include the investment
guarantees?

Mr. Moscoso. Yes, sir. 1 shall get you that information, Mr.
Chairman,

Mr. Passysan. What information ?

Mr. Moscoso. The investment guarantee program and |I]i‘ amounts.

Mr, Passman. You told us you had Export-Import Bank figures
but not the others. It was understood you would insert it in the
].‘l.""”!‘l[.

(The information follows:)

Loaxs to U.8. INVESTORS IN LATIN AMERICA

The major elements of direct governmental assistance to U.S. private enter-
prise for investment in Latin America are: (1) Cooley loans, 11:.1;]0 under Public
Law 480, section 104(e) and, (2) investment guarantees.

In addition, the Export-Tmport Bank makes long-term loans to Latin America
to finance specific U.S. exports. From fiscal years 1955862 these loans totaled
$1,784 million,

The total for the Cooley loan program, which began in 19568, is $102,811,000
in 54 loans to U.S. firms.

The investment guarantee program, as of June 30, totaled $173,263,750 for T0
guarantees to U.S. firms in 8 Latin American countries.

FUNDS AVAILABLE YOR LOANS TO U.S. FIRMS

Mr. Moxtova. Mr. Ambassador, you mentioned American firms
who desired to invest in Latin America could borrow money under this
program. From which facet of the program can American firms

borrow ?

Mr. Moscoso. They can borrow Cooley loan funds, Mr. Montoya.
These are Public Law 480 funds which are generated out of the pro-
gram of surplus foods. They can also borrow from the Export-Im-
pmt Bank.

Mr. Moxrtoya. To whom do they go to borrow those Public Law
480 funds?

My, Moscoso. Tothe mission primarily, sir.

Mr. Passman. Off the record.

( Discussion held off the record.)

Mr. Moscoso. They can also borrow from ATD.

Mr. MoxToya. Can they also borrow from the Inter- American Bank
for projects in Latin America ?

Mr. Moscoso. They can; yes, sir.

Mr. Moxtova. Have they borrowed ?

Mr. Moscoso. I cannot tell you.

Mr. Moxtova. Will you find out how many applications by Amer-
ican firms have been made, how many have been granted, and how
many have been turned down, and what the amounts are?

Mr. Moscoso. In the Inter-American Bank?

Mr. Moxtova. Yes. I venture to say not one American firm has
been able to borrow a nickel out of there.

Mr. Passyan. Do you want it in all categories? You want all the
different facets?

Mr. Moxrtoya. In the Inter-American Bank.

Mr. Moscoso. U.S. firms?
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Mr. Monrova. Yes. Do you know of any U.S. firms which have
borrowed money from the Inter-American Bank ?

Mr. Moscoso. No, sir.

Mr. MoxTova. You say there have been applications made ?

Mr. Moscoso. I refer to the applications made for the investment
guarantees.

Mr. MoxTtova. I speak of the Inter-American Bank.

Mr. Moscoso. I don’t know of any.

Mr. Mo~xToya. But they can make applications for loans?

Mr. Moscoso. They can; that is right.

INVESTMENT GUARANTEES AVAILABLE SINCE 1948

Mr. Passaran. Would it be fair to state how long investment guar-
antees have been available for Latin American investment on the part
of American firms?

Mr. Moscoso. 1948.

Mr. Passman. It is 14 years and not 2 years, is it not?

Mr. Moscoso. Fourteen years; yes, sir. But the countries that have
not signed the bilateral agreement could not take advantage of it.

Mr. Passman. But the program has been open and available since
19487

Mr. Moscoso. Only for certain specific risks.

Mr. Passman. During this period, percentagewise, relatively few
Americans took advantage of the investment of capital under the
guarantees?

Mr. Moscoso. Here are some of the companies that did.

INVESTMENT GUARANTEE PARTICIPATION

Mr. Passaan. Can you give us the amount?

Mr. Moscoso. Yes, $19,436,000 in the case of Bolivia.

Mr. Passman. Can you give us the total amount for all the coun-
tries and then you can insert that statement in the record, unless
there is some advantage to reading it in. We want to know the total
amount of capital.

Mr. Moscoso. There is no total for Latin America but by countries.

Mr. Passaran. We shall still get the total.

Mr. Moscoso. Yes, sir. Costa Rica, $873,000.

Mr. Passaan. That is the total?

Mr. Moscoso. This is the total for the country of Costa Rica for
expropriation guarantees,

Mr. Passaan. That is the amount available or is that the amount
that went into the country ?

Mr. Moscoso. The amount that went into the country which was
guaranteed.

Mr. PassaaN. Can you get the total and put the whole total in the
record? Youcan do it at a subsequent date.

Mr. Moscoso. Very well.
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(The information requested follows:)

Investment guarantees issued through June 30, 1962, to U.S. firms in Lalin America

Investor

Product

Convertibil-
e

Expropria-
tion

Argentina:

Fard Motor 00, .- concerceenonrasr
Do._. 7

American Life Insurance. .

Chase International (CIIC)

Chemieal International (C1E

Cities Serviee Company

Continental Oil Company

Ell Wishnlck Foundation. ...

Empresas Eleetricas Argentinas_ . _

Keystone Custodian Funds, Ine_...
Do..... : 3
Lazard Freres
Levy, Janet W...
Morgan ﬂu:irﬁntv
Finance Corp.

il;it‘l'

Philadelphia International (FIIC)_ .

Underwriters Bank, I
United States Rubber C
Witeo Chemical Co. Ine.t
Witeo Foundation

Totals. . ...

Bolivia:
Andes 0il Co..
Andes, Sohio & Hancock. . .
Big (;hlvl International Corp

I

Chaco Potroleum (Union Petrole-
um Boliviana, 8.A., Monsanto
Bolivia Inc., Mllrplly Oil de
Bolivia, 8.A.).

Panfloo Atlas Corporation.......

Snmh -\morlmn Placers, Ine........
Totals......

Costa Rica:

American Broadeasting-Paramount

Theaters, Inc.

Guatemala:
Farmen & Son Logging Co. - caeee-n
Farmen, Oliver.........
(mnrlwar Tire & Rubber Co.

i
. Nol ]f‘ Co.

Totals....

Haitl:
Continental Copper & Steel Ind.

ne.
Louis Beharf, etal. oo oo

30

West Indies Fruit & Steamship Co..

v DS e oA S AR R
Honduras:
American Broadeasting-Paramount
Theaters, Inc.!
Pure 01l Co. of Honduras....__.
Btandard Froit Co_._._

TOMI. <o i

1Issued since Mar, 31, 1962,

0
PABA T’m}ort
Petrochemicals. ..._...

ational |-....

01l well services
S0
“Gold dredging..

Logging operation
i e e
| Rubber and rubber product
-do.._.
Timber u|11 ration.
Sand and gravel opers ation

I B,.n.m 3 prm uets and |.nwwuw

| Pelavidon, e it

| Exvloration for oll.
_| Banana processing plant.

23, 625
10, 500

7,701
700, 000

186, 'HO

177, 000
70, 000

7200, 000 |

o H'.',ﬁrm |

1,770,000 |

|
5. | 63, 000
l 117, 000

050, 000 |

150, 000

2. 520, 000

R73, 166

70, 000
100, 000
, 000

1, 340, 000

63, 000
117, D00
1, 000, 000

150, 000

1, 600, 000
1,_N)n 000
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Investment guarantees issued through June 30, 1962, to U.S. firms in
Latin America—Continued

Investor Product Convertibil- | Expropria-
Ity | tion

Paraguay: |
Dugger-Holmes. . _..__.____.| Agricultural products.____________| =5, 000 | $785, 000
First National City, Morgan Guar- | Cattle raising and farming 3, 127, 000 3, 127, 000
anty, and Imperial Agriculture. |

Pure Oil Co. of Paraguay, Inc. | Exploration and exploitation for | 3, 000, 000
(Williams Bros. Corp., Sinclair i
Paragnayan Oil Co., Tidewater
0il Co., and Paraguay Gull Oil
Co.).

Totals. -5 - ., ke 3,912, 000
Peru: |
General Foods Corpeeoaeoaee.......| Food processing. 50, 000

< PR e e = 74, 000
Caustie soda, chlorine $ . 000, 000 |__
Synthetic fertilizer_ .. == 112,600 |..
Folding boxes._.____ : L 222, 800 |
Telephone servies. ... .. ___ 8, 220, 468

4, LIRSS SRR e Al SR

SR R S s S T 11;

Grand tota - 3 - SR slliy 135, 563, 023 37,600, 727

i 173, 262, 750
to U.8. firms in Latin A

Investment guarantee applications in process, June 30, 1962

| ' '
Country Convertibility | Expropriation | War risk Total
|

Total, Latin America......._.._. 856, 213, 873 $102, 160, 766 | $6, M0, 345 51,054, 414, 054

Argentina.. .o o1, 366 076 |- .. T e | 366, 555, 076
Bolivia. . _____ et 29, 075 & A 19, 406, 612
Chile : R i | xs i) | 67, D60, 000
Colombla. - oo S : . 2, 007, 500
Cotta Riea 8 .4 -] i fs s 56, 188, 00
Dominican Republic. s I i, B , 497, 08 3, 918, 345 17, 974, 405
Ecuador. ......... - 5 0, | e R R 21, 140, 312
E1 Salvador. S 3, 500 | L | 7, 274, 950
CGuatemala. - .y 1 , 835, 766 7.8 el T 99, 701, 532
RGeSt el , BED, X 5 A 103, 643, 400
Honduras - y =i 250, F | > 44, 525, 000
Nicaragua........ ] , B25, 7 9, 028, l 18, 944,414
Panama........ b & 1, 610, 00O 2, 4, 252, 000
Paraguay PG L TR L 16, 300, 000 ‘ = | 26, 600, 000
Bamis oS 55, 500, 500 3 55, 500, 500
Uruguay. 1, 000, 000 | > e 2, 000, 000

TO OAS COUNTRIES VOTING AGAINST EXPULSION OF CUBA

Mr. Passaan. At the recent Punta del Este Conference several of
our Latin American neighbors did not agree with the desire of the
United States to oust Cuba from the OAS. That is a statement of
fact,isit not?

Mr. Moscoso. Some did not ; yes.

Mr. Passman. Can you give us the names of the nations which did
not vote with us?

Mr. Moscoso. Mexico, Brazil, Bolivia, Eeuador, Chile, and Argen-
tina.

May I say, Mr. Chairman, that they did, however, vote on the reso-
lution expressing the views that communism was incompatible——

Mr, Passyan. First, let us get the facts in the record. There were
six of these nations!?

87048—82—pt. 3——8
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Mr, Moscoso. That is right.

Mr. Passaan. Can you give us the amount of aid you had for these
nations in fiscal 1962, referring to all aid ?

Mr. Moscoso. Mexico $20.7 million; Brazil $85.3 million; Bolivia
$32 million; Ecuador $20 million; Chile $143 million; and Argentina
$22 million.

Mr. Passaan. Now, can you give us the estimate for fiscal 1963 for
the same countries? That includes the development credits as well
as the grants. Give usthe total.

Mr. MoNxTova. Does that include Public Law 4807

Mr. Passaan. No.

Mr. Moscoso. Development grants and loans.

Mr. Passaran. Military and all the others come up later.

Mr. Moscoso. In the case of Mexico $———.

Mr. Passaan. Did that include the token commitment, when the

resident went down, for $20 million?

Mr. Moscoso. That is in 1962.

Mr. Passman. You put that back in fiscal 19627

Mr. Moscoso. It was a loan agreed upon.

Mr. PassmaN. You surely obligated that in a hurry.

Next, Brazil?

Mzr. Moscoso. Brazil $———: Bolivia $———; Ecuador $—;
Chile $———; and Argentina $——.

Mpr. Passman. It seems that is quite a compensation for their at-
titude, does it not?

Mr. Moscoso. 1 wouldn’t call it

Mr. Passman. I am not asking you to buy, subscribe to, or under-
score it, or anything like that.

(Discussion held off the record.)

DIRECT BUDGETARY SUPPORT

Mpr. Passaan. Where you do not have direct budgetary support, so
as to indicate a higher budget collection, do you let them do that
indirectly? How much of the funds that we have been discussing
would you say is completely pinned down for projects, to the point
that it could not be diverted to budgetary support?

Mr. Moscoso. Development loans are pinned down to projects.

Mr. Passman. I think you would not want the record to show that
you have all these commitments, because you really do not; do you?

Mr. Moscoso. No, sir. As I explained the first day, when you are
in a lending operation you cannot

Mr. Passman. But you do have commitments?

Mr. Moscoso. What year were you speaking about, Mr. Chairman?

Mr. Passman. Fiscal 1962 and 1963.

Mr. Moscoso. For 1962 we have commitments.

Mr. Passyan. With reference to budgetary support. Could you
tell us the amount of the total direct budgetary support?

Mr. SternrFELD. You mean cash transfers to the budget ?

Mr. Passman, Cash transactions. Give it to us for fiscal year 1961
if you have it.

Mr. Sternrerp. For 1961, the cash transactions were $35 million.

My, Passman. And fiseal year 19627
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Mr. StErNFELD. $48 million estimated.

Mr. Passyan. Now could you give us the estimate for fiscal 19632

Mr. SterNFELD. $—0.

Mr. Passman. That is the direct cash transactions, or budgetary
support, as we understand it ?

Mr. Moscoso. That is right.

Mr. Passman, When we get into the indirect budgetary support,
that would be in the field of guessing ; would it not

My, Moscoso. It is very diffienlt to estimate.

Mr. Passman. We would be in the field of guessing.

SHORT-TERM LOANS BY U.S. COMMERCIAL BANKS

Do the Latin American countries make use of the access they have to,
shall we say, the money markets of America, whereby they may borrow
from individual lenders?

Mr. Moscoso. Yes. They have used short-term credits primarily
in New York banks and sometimes California banks.

Mr. Passman. And sometimes New Orleans banks, T imagine.

Mr, Moscoso. Perhaps; yes.

Mr. Passman. So that is another source from which they can draw?

Mr. Moscoso. Usually for short terms; yes.

Mr. Passyan. How long they can borrow for depends on the negoti-
ations between the lenders and the borrowers?

Mr. Moscoso. Yes, but normally in the commercial banks from whom
they borrow the terms are usually not longer than 3 to 5 years.

CONTINGENCY FUND ALLOCATIONS, 1950—62

Mr. Passman. Could you tell us how many of the countries in your
area for which you had a contingency allocation in fiscal years 1959
1960, 1961, and 19627

Mr. Moscoso. We have 1961 and 1962.

Mr. Passman. How much did you allocate out of the <~m|I'ingmwy
fund for 19617

Mr. Moscoso. We have 1962,

Mr. Passman. Iam talking about fiscal 1961.

What was the total aid program for Latin America in fiscal 19622

Mr. Moscoso. $482 million.

Mpr. Passatan. Compared to how much in the previous year?

Mr. Moscoso. $258 million.

Mr. Passman. Almost double.

Did you have anything under the contingency fund for 19627

Mpr. Moscoso. Yes, sir.

Mr. Passmax. How much?

Mr. Moscoso. E\HT million.

Mr. Passaan. How aceurate, how up to date, are those figures?

Mr. Moscoso. These are figures as of May 31, sir.

Mr. Passaran. Do you have the June 30 figure ?

Mr. TExxaNT. Asof June 30, $81,347,000.

Mr. SternrELD. The difference is due to the fact one country was
reduced.

Mr. Passsan. Which country did you reduce ?

Mr. SterNFELD. Haiti,

Mr. Moscoso. Where, instead of $8.250 million, it is $2 million.

b}
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SUPPORTING ASSISTANCE FOR FISCAL YEAR 1962

Mr. Passaan. Did you have any supporting assistance for any of
the eountries in Latin America in fiscal year 1962 ¢

\]]" \Iu-&f'::»&ll ‘1'{"4.. .QII]'.

Eight countries.

,\]1-, Passman. Would you tell us what countries and in what
amounts?

Mr. SterxrerLp, These are preliminary figures as of June 30, 1962.

Mr. Passaan. At the time that you prepared this statement as of
May 31, 1 believe yon only indicated three countries, did you not,
Myr. Tennant ?

Mr. Ten~axnt. I believe that is correct for supporting assistance.

ALLOCATIONS FROM CONTINGENCY FUND

Mr. Passman. Could you tell us on what date you allocated from the
contingency fund any amounts to t !w-—n countries ?

You may insert the information in the record.

Myr. Moscoso. Yes,sir.

(The information follows:)

Fiscal year 1962 conlingency fund allocations to Lalin American countries

Date of allocation | Country Amount

| British Tlonduras. . .oc.cocovomeaecooaloas b 300, 000
Ecundor i | 8, 000, 000
3y R SR A ? 6, D00, D00
Pani 1|n .. A 3 9, 900, D00
Dominican pruhlu g 10, 000, 000
5 15, 000, 000

30, 00, D00

June 26, 14

vl o Nl Sl VN A, P i it 5 | 81, 475, 000

1 As of June 30, 1062, obligations were only 000 (preliminary).
! As of June 30, 1962, obligations were only 78,000 (preliminary).

FISCAL YEAR 1962 AID FOR BALANCE-OF-PAYMENTS PURPOSES

Mr. Passyan. Could you break out for us the amount of aid that
has been extended in fiscal year 1962 to all of Latin America for
strictly balance-of-payments purposes?

Mr. Moscoso. By country, sir?

Mr. Passaran, Yes, by (l!!Ith\ but if you want to, you can give us
the total now and insert it in the record h_\ country.

Mr, Sternrerp. We do not have the total.

Mr. Passman. Read it into the record by country. This is for bal-
ance-of-payments purposes.

Mr. Moscoso. Colombia, $30 million.

The Dominican Republie, $25 million.

Brazil, $74.5 million.

Argentina, $20 million.

That is o total of $150 million.,

Mr. Passman. We closed the year with a very substantial operating
deficit of $6,300 million, plus the invoices that did not get in line for
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payment, and we also had a substantial balance-of-payments deficit
ourselves,

Mr. Moscoso. Yes, sir.

Mr. Passaran. Thank you.

We had notice that the estimate of the aid program for Latin Amer-
ica, as we were thinking in terms of the Alliance for Progress, was
approximately $600 million for fiscal 1963; but when we picked up
all the cups under all the spigots and poured it in one pitcher it 18
$1,378,250,000, with the possibility it could be greater than that if
the Export-Import Bank approves the applications for loans, and
it could be less than that if they should disapprove some of the appli-
cations,

Is that a fair statement.?

Mr. Moscoso. Yes; except we also have to say, Mr. Chairman, that
part of these funds will be available from international lending
agrencies,

“Mr. Passarax. I think T said all spigots, and I think we estimated
those,

Mr. Moscoso. At $370 million, of which $200 million would be from
IBRD and the other $170 million from the Inter-American Develop-
ment Bank.

Mr. Passman. And, of course, we contribute very substantially to
all the international funds?

My, Moscoso. Thatisright.

ALLOCATIONS TO BRITISH POSSESSIONS

Mr. Passman. Could you tell us the amount of funds allocated
to the British possessions in your area in fiscal 19627

Mr. Moscoso. $1.400,000 to British (Elri:iil:l; British 1{!)?](]11]'515,
$468,000; in the eastern Caribbean, which includes a number of is-
lands, $2,900,000; and Jamaica $1 million. That is all.

Mr. Passman, That is four British possessions?

Mr. Moscoso. Yes.

Mr. Passymax. Do you have possessions of other countries in the
area?

Mr. Moscoso. Yes; Surinam, $470,000.

Mr. Passmay. Could you give us your projected program for the
British possessions in fiscal 1963 ¢

Mr. Moscoso. Well, in the meantime a couple of them will be in-
dependent nations.

Mr. Passyan. They are now British possessions?

Mr. Moscoso. That is right.

Mr. Passatan. How much is projected for them in fiscal 196317

Mr. Moscoso. $— for British Guiana; $— for British Hon-
duras: for the eastern Caribbean, $———: and Jamaica, $———
That takes care of the British part of it. Then for Surinam, $ —.

Mr. Passyan. Let us add these up, before we get out of the British
PoOssessions.

Mr. Moscoso. $——— for the British possessions in 1963.
~ Mr. Passman. In fiscal 1962, for the British possessions, you had
5,768,000 7

Mr. Moscoso. $5,800,000.
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Mr. Passsmanx. What you gave does not add up to that figure.

Mr. Texnant, My figures were rounded, sir.

Mr. Passaan. Then my figure is correct, $5,768,000 ¢

Mr, TExNNANT. Yes, sir.

Mr. Passman. You have a planned aid program for the British
colonies, or possessions, of $———— in fiscal 19637

Mr. Moscoso. This is not exactly planned, Mr. Chairman.

Mr. Passyan. It is your estimate?

Mr. Moscoso. Yes. You see, quite a substantial amount of this will
be in loans.

Mr. Passaan. You still have a projected, planned program, or esti-
mate, of $- against $5,768,000 in 1962, which is almost a
percent increase in the aid for the British possessions in your area.

Mr. Rooxey. Off the record.

( Discussion off the record.)

DEVELOPMENT OF SAVINGS AND LOAN ASSOCIATIONS

Mr. Passyman. Mr. Ambassador, as we have discussed with other
witnesses in other areas, under your technical and grant aid sections,
you are training these people—I am speaking now of the villagers,
the people you are actually trying to help——

Mr. Moscoso. That isright.

Mr. Passman. How to develop into bankers, and how to apply for
credits or loans, and how to operate their own small industries? We
have development bank projects, and we train them how to be bankers,
and then give them a course on how to operate the banks, once they
have been trained.

Mr. Moscoso. We are assisting quite a number of countries in set-
ting up savings and loan associations. I hope they do a little bit better
job than some I have seen around here. We have brought in a number
of the more expert savings and loan associations——

Mr. Passyaan, From America?

Mr. Moscoso. From America, getting some from the South, to train
some of these new personnel in the operation of savings and loan
associations.

In Peru we have been quite successful. A number of them have
been set up and already they are showing some progress. We are
having some success also in Venezuela and in several other Latin
American countries.

Mr. Passyan. After they become proficient in the field they become
eligible for loans?

Mr. Moscoso. Normally we try to assist them by making what we
call a seed loan.

Mr. Passaran. They are eligible for a seed loan.

Mr. Moscoso. And that has been matched by a local country
contribution.

Mr. Passman. You develop it to where they are eligible for loans?

Mr. Moscoso. That is right.

Mr. Passman. And we assume the loans are approved, based on
the worthiness of the application, but the request for capital could
be very substantial over all these countries?

Mr. Moscoso. And the amount of capital they will mobilize in these
countries will also be substantial, Mr. Chairman.
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Mr. Passman. But, if they have been properly trained, it would
require additional capital ?

Mr. Moscoso. A little bit of assistance from us to begin with.

Mr. Passatan. We are not going beyond the seed capit 11 stage?

Mr. Moscoso. That is correct.

Mr. Passaan. Do you plan to go beyond the seed capital phase?

Mr. Moscoso. No, sir.

Mr. Passmax. Do you have hundreds of small financial institutions
in your region ?

Mr. Mu.-.t_‘u.*-u. No: we do not have hundreds.

Mr. Passman. I thought there were hundreds?

Mr. Moscoso. No, sir.

Mr. Passyan. Will you make a check of that matter, because I
discussed it with your friends and I though they were dmn;: a job
down there. Maybe you call them credit unions.” That is a form of

making loans, it it not ?
My, Moscoso. Yes. I will get you the information.
(The following was submitted for the record:)

FINANCIAL INSTITUTIONS IN LATIN AMERICA

Hundreds of small financial institntions in Latin America have sprung over
the past few years as a result of U.S. assistance and efforts on the part of the
governments and of individnals,

Although AID does not give direct assistance to all the small financial institu-
tions which have been created, it encourages the establishment and development
of such organizations.

Aid has been given in two forms: (1) Technical assistance in the formative
stages, and (2) seed capital upon establishment. For example, as a result of
technical assistance, Chile established a nationwide network of new private
savings and loan associations. A DLF loan of $5 million, approved in May
1961, provided seed capital for the Central Savings & Loan Bank of Chile,
which has now formed 18 private savings and loan associations. Savings are
coming into the system at the rate of about $1 million a month,

In the latter part of 1960, the Government of Columbia established a system
of mutual funds for the purpose of encouraging private savings which could
be funneled into public and private investments. Every company which has a
capitalization of over 500,000 pesos ($250,000) and employs at least 20 persons
may participate in the system. The Government of Columbia is also promoting
the establishment of private financial corporations by according certain eredit
privileges and tax concessions, Three such corporations have now been
established.

An example of an individual’s effort is that of an American priest, Father
Daniel McClellan, of the Maryknoll order. He was responsible for the estab-
lishment of eredit unions in Pern, of which there are now 248.

In fiscal year 1962, ATD had 14 grant projeets which had as part of their objec-
tive the establishment of such financial insitutions as eredit unions, savings and
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loan associations, agrienltural eredit organizations, or industrial credit organiza-
tions. These projects are as follows:

Fiscal year 1062 obligations
Bolivia : Thousands
Supervised agricultural credit 319
Industrial development 110
Brazil : agricultural economics and cooperatives.. e 97
Chile: Develoment bank for small industry 1
Colombia : Agricultural credit and cooperatives b7
BEcuador: Housing—Savings and loan 21
Panama: Assistance to housing—Savings and loan,
insurance institution - _______ 15
Paraguay: Credit cooperatives and marketing 10
Peru:
Housing and urban development—Savings and loan:; and
finance and loan procedures._ [
Agricultural credit and cooperatives
Venezuela :
Rural improvement. oo
Industrial development |~1ruu-rlhv1: staff, methods, and procedures nf’
the Development Corporation and the Comimission for Loans to
Small Industry)
Housing_ el AR oM
Latin America—Regional: C lmilr union ]( adership 11«[”][]]"

Total

The four following loans providing seed capital were approved by AID in
fiscal year 1962 :
Thousands
Chile: Chilean Development Corporation (CORF l)) $40, 000
Vienador: Imdustrial (‘n-:!nf Corporation_._.___. . 4 Ls 5, 000
AMexico: Nacional Financiera (for \nlml\l-.»ql ag "illtu".{ -r'm!ili aeas 20,000
Venezuela: Agricultural and Livestock Bank (for supervised
taralcrediv) o oo it b 2 2. 10, 000

A By R o T SO A T LA s S el sy T U L £ ST 1o, OO0

Mr. Passman. Would we under any circumstances try to nullify,
either by agreement, or could we use the word “subsidy,” and settle a
claim of any Latin American country while that same claim is pend-
ing in the U.S. courts?

Mr. Moscoso. I donot think we wonld.

Mr. Passaan. Has the Dominican Republie—

Mz. Moscoso. Now I see your point,

DOMINICAN REPUBLIC CLAIMS

Mr. Passman. Is the claim of the Dominican Republic for $22 mil-
lion surtax, or \-.'h::lv\'(-r you call it, still pending in the courts?

Mr. Moscoso. Yes: it is still pending in the courts.

Mr. Passaran. Has any deeision been made?

Mr. Moscoso. As faras I know, no.

Mr. Passman. Under our system of law, and under international
law, we usually wait for the court to determine these cases before
we settle the claims, do we not ?

Mur. Moscoso. Yes, I understand that is the case.




119

AID OBLIGATIONS OF SOCIAL PROGRESS FUND

Mr. Passaran. You recall that last year we had the bill implement-
ing the Bogotd agreement in the amount of $500 million, and you had
an dtl:lllmn.t] $100 million for Chile?

And we brought the bill out intact, even though the documented
list could not be built beyond $394 mlllmn. the reason being that we
were considering it during a time when we had some emotional and
politieal upsets. In that appropriation, we provided $100 million for
the ICA, now AID.

(B nuld you tell us how you allocated that $100 million, for which you
had no program at the time?

Mr. Moscoso. We have obligated, as of June 30, $57,829,000.

Mr. Passman. Of that special bill we brought out?

Mr. Moscoso. Yes.

Mr. Passman. You have only obligated how much #

Mr. Moscoso. $57,829,000.

Mr. Passaan, Will the other lapse ?

Mr. Moscoso. No.

Mr. Passyan. This will remain available until expended?

Mr. Moscoso. llmt is right, sir. Mr. Chairman, as you know, I
came into the p[( ture in November when the agency was going tlut)u"h
a reorganization and the whole program was being turned around,
and so forth. 1 (lt’llt](’il 1 would much pl(‘fm to be slow about t,ll(_.
way we did go ahead with the implementation of this,

Mr. Passmax. It follows, nevertheless, that we bi ought the bill ont
in advance of the regular bill, and there was no planned program for
it at the time; we lnmwm it out intact, but at this time, 14 months
later, you still have how much unobligated ?

Mr. Moscoso. $42 million.

My, Passaran. $42 million unobligated ¢

Mr. Moscoso. Yes, but let me tell you, Mr. Chairman—-—

Mr. Passman. You have $42 million unobligated ?

Mr. Moscoso. Yes, sir.

Mr. Passman. But you do have a plan in the making whereby you
can utilize the $42 million advants 1geously ?

Mr. Moscoso. B(‘il(‘l than that, Mr. Chairman. We have been able
to nml\t' obligations in the past few days for important programs.

Mr. Passyan. I thought I had said it clearly, that you will use it

to m)ud advantage in the program and that you will need all the
money ¢

Mr. Moscoso. That is right.

Mr. Passman. Off the record.

(Discussion off the record.)

Mr. Passman. I yield to my distinguished friend and colleague,
the able member of this committee from New York. Mr. Rooney.

Mr. Rooney. Mr. Chairman, I should like to first say that I regret
that circumstances have been such that T have not been able to be
present throughout the testimony of Ambassador Moscoso. I have
been delighted, during the progress of i, though, to have been in-
formed a ‘humber of times by our distinguished chairman of the great
impression he has received from your testimony. In the time I Thave
sat here, I have been impressed with your frankness and your direct
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ness and your ability to answer the questions with regard to your pro-
gram. I assure you that I shall read the record of the p‘llts of your
testimony given when I was not present.

Mr. Passman. Will the gentleman yield ?

Mr. Rooxey. Yes, Mr. Chairman.

Mr. Passman. Iam greatly impressed with your sincerity, Mr. Am-
bassador, and the manner In \\hll h you are trying to grasp this
program. I heard last evening, in talking with Mr. Rooney, that you
are actually hard-boiled with these people, and you are endeav oring
to get the best return you can in every instance. I hope your reputa-
tion for dealing that way becomes even more stern in the future,
because I think we are in accord that is the only way in which we
can accomplish our objectives.

Mr. Rooxey. Off the record.

( Discussion off the record.)

Mr. Passman. Mr. Rhodes do you have any general questions?

Mr. Ruopes. I have no general questions at all, Mr. Chairman.

Mr. Passman. We shall recess until tomorrow at 1 o’clock p.m.

Frmay, Jony 27, 1962.
Mr. Passstan. The committee will come to order.

UNEXPENDED BALANCE AS OF JUNE 30, 1962

You gave us as unexpended $6,712,500,000.

Mr. Tex~xant. There is one item on this list that you wanted
dropped out which was borrowing authority from the old ECA
transactions.

Mr. Passman. But it is still a part of it ?

Mr. Tenxant. Technically, it isa part of it.

Mr. Passman. Then, I can just put in “miscellaneous™ $500,000,
and I would be accurate?

Mr. TenyanT. Yes, sir.

Mr. Passman. The figure would be $6,712,500,000 ?

Mr. Tex~ant. That is right.

Mr. Passaan. I hope you have found for us development assist-
ance, and will tell me what accounts from which to get those items.

Mr. TexxaNT. I have in those schedules an amount on dev elopment
assistance.

Mr. Passman. Tell us what accounts, T will subtract those when T
start breaking them out. If I added them to this list, would that
inflate it?

Mr. Tex~ant, Those figures are in the total.

You will notice in the last sentence of the text on development
assistance it shows that $14,217,000 is in the development grants ac-
count and $5,339,000——

Mr. PASSMAN. So, T would merely take them out of the figures
above?

Mr. Tex~ant. Yes. They are the figures above.
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Mr. Passaan. The fiscal year 1962 appropriations for foreign aid,
including the Inter-American Development Bank and the Interna-
tional Development Association, as well as funds reappropriated from
sales and miscellaneous and unexpended funds from prior years, gave
a pipeline of $10,078,319,114 as of July 1, 1961, covering available
funds for expenditure and/or obligation for fiscal year 1962. I would
like for the Controller to have a look and see if I have stated the
figures accurately.

Mr. TennanT. Yes, sir, these are the unexpended figures including
the fiscal year 1962 appropriations and the IDA, IDB and the Peace
Corps.

Mr. Passman. And the list that you gave me here, in the unex-
pended, is the same as the pickup from the previous fiscal year dealing
with those international agencies, and it was not included in the
carryover,

Mr. TenxanT. I did not include those international agencies,

Mr. Passman. And I did not include them in my carryover from
June 30, 1961. I think it is important that we indicate that fact.

Mr. Tex~nant. That is right, in this other listing that you had, sir.

Mr. Passman. All of the $10,078,319,114 was available for expendi-
ture, had you acomplished the work for which the money was obli-
cated. Any part, or all of it, could have been expended had the
projects been completed to where you could have made payment?
There is no restriction as to when you would actually expend the
money, if the contract had been entered into and services rendered
for it ;isthat a statement of fact ?

Mr. Ten~nant. That is right. Of the $10 billion, roughly $5.8 bil-
lion was obligated.

Mr. Passman. But the point is, had the services been rendered and
the statements made for payment, you would have had the money
to pay for everything that came in ?

Mr. Texwvant. That is correct, sir.

EXPENDITURES AGAINST 1962 APPROPRIATION

Mr. Passman. Of the $10,078,319.114 total last year, the reap-
propriations amounted to $4,229 million; have I stated that figure
correctly ?

Mr. Texxaxt. That is correct, sir.

Mr. Passman. If we subtract from the $10,078,319,114 the $6,712,-
500,000 on hand June 30, fiscal year 1962, it would indicate that you
drew out of the pipeline for the operation of this program during fis-
cal year 1962 $3,365.819,114 ; is that correct.?

Mr. Texnvaxt. That is correct on that computation, sir, which in-
cludes some Peace Corps and these other agencies

Mr. Passman. I am keeping it all together. You did not include
the Peace Corps in your recapitulation ?

Mr. Ten~ant. No,sir; Idid not.

Mr. Passmax. It is a part of the foreign aid, as far as T ean
see,
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Mr. Tex~xant. I have only included in my recapitulation the items
included in the Foreign Assistance Act. I understood you to request
the-

Mr. Passman. What amount was on hand for the Peace Corps?

Mr. Texvant. Since the Peace Corps isn’t under our jurisdietion,
I would have to obtain that from the Peace Corps, sir, which T would
be glad to do.

Mr. Passyan, The Peace Corps appropriation was $30 million for
fiscal year 1962, so it would not make a great change.

Mr. Tex~vant. That iscorrect.

Mr. Passmaxn. In effect, it means, then, the amount of money with-
drawn from mutual security out of the $10,078,319,114 was $3,365,-

819,114 ; is that correct ?

Out of the same recapitulation we have been talking about.?

Mr. Ten~vant. The figures are strictly on mutunal security.

Mr. Passaan. Iknow that. T am not ineluding Peace Corps.

Mr. Tex~anTt. The mutual security figures——

Mr. Passman. We certainly have to get the record straight. You
have the recapitulation sheet I just gave you.

Mr. Tex~xaxt. The figures are rouﬁhh in the same magnitude.

Mr. Passmax. Then the total amount of Peace Corps on the re-
capitulation, from which we are subtracting, was $31.202,609 ; is that
correct ?

Mr. Tex~vant. That is correct, sir.

Mz, Passaan. We could not change these ficures but a few million
dollars by deleting the Peace Corps, could we?

Mr. TeEx~anT. That is generally correct but there is also in there
the Inter- American Bank and the TDA.

Mr. Passman. Would you be able to tell us whether or not Inter-
national Monetary funds are included?

Mr. TexxanTt. They are notincluded. T donot believe.

EXPENDITURE AVAILABILITY

Mr. Passaran. Then let us go back if we may. The figures T have
indicated are correct, but let us just consider mutnal security. If
we limit it to mutual security, leaving out IDA, Inter-American De-

velopment Bank and Peace Corps, the total available for expenditure
was $9.910,100,000 ; is that correct ?

Mr. TexxanTt. That is correct.

Mr. Passaran. And you had available for expenditure this entire
amount, had the service been rendered and the vouchers and invoices
been submitted ?

Mr. TexwanT. That is correct, sir.

Mr. Passman. But you only actually drew out of the pipeline and
expended $3,198,100,000 %

Mr. TEXNANT. “Hl]‘-(ml{‘lf

Mr. Passyan. You left unexpended in this category, then, $6,-
712,000,0007

Mr. TexxanT. That is correet, sir.

I think it should be pointed out many of the obligations that oc-
curred during fiscal year 1962 would not be reasonably expended
during the fiscal year.
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Mr. Passman. I did not suggest that they did. Have T been stating
the figures accurately ?

Mr. Texnant. That is correct.

Mr. Passyran. You have had large funds on projects from prior
years that had built up, some of them many yearsold ?

Mr. Texnant. Yes

Mr. Passman. So, this simply means that we put into the pipeline
about §2 billion more than we pulled out of the pipeline in fiscal year
1962, if we take the total from that recapitulation. It isa fact that we
appropriated at least $1 billion or $1.5 billion more than you needed
last year, because you have actually only pulled out $3,198,100,000,
whereas the pipeline has gone from June 30, 1960, from $4,713 mil-
lion to June 30, 1961, to $5,443 million to June 30, 1962, to
$6,712,500,000.

Now, have worked with you to be sure we get accurate figures,
I can get up my recapitulation sheets from this data, and it will be
correct, and it is understood that I am to add $500,000 miscellaneous,
s0 as to show in the pipeline at $6,712,500,000 ; is that correct ?

Mr. TENNANT. ’]‘Illzlt is correct,

Mr. Passyan. I thought in conference that we were appropriating
too much money, but I am not the only person in that mmlerencc who
has a vote.

DOMESTIC REVENUES IN LATIN AMERICA

Now, Mr. Ambassador, we shall get back to consideration of Latin
America.
I had a tabulation made of the domestic revenues accruing to the

credits of the central governments, 19 of them in number, in 1961, or
the latest date given for each country in the justifications, and the
total is §8,695 million ; is that correct ?

Mr. Moscoso. It sound like it. I haven’t made the full tabulation.

Mr. Passman. I wonder if we can take a little time and verify it
now.

Mr. Forp. I did not hear the question, Mr. Chairman.

Mr. Passaan., Mr. Ambassador, we had a tabulation of the domestic
revenues aceruing to the central governments, 19 in number, for 1961,
or the latest available year as indicated on the general economic data
sheet, for each country in your justification, and the total is $8,695
million. We just wanted the figure verified.

Mr. Stern¥ern. I presume it is correct if it came from these
sheets—we have not added these figures up.

Mr. Passman. I wonder if you would n your spare time this after-
noon, add them up, and verify it.

As we refer to these items, we call them budgetary receipts; is that
correct ?

Mr. SterNFELD. Domestic revenues.

Mr. Moscoso. Domestic revenues,

Mr. Passman. Are the budgetary receipts as indicated in these
books a }J:ll‘l. of the revenue accruing to the treasuries of these
countries?

Mr. SternrELD. Do you mean the receipts from the United St ates,
are they part of these figures?
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Mr. Passman. I did not say that. You have direct budgetary sup-
port to the governments of these countries. Would that be a part
of the total?

Mr. SternreLD. No. I presume if the data were taken from the line
on the general economic data sheet called “domestic revenues,” it did
not include the budgetary receipts.

SOURCES OF BUDGETARY RECEIPTS

Mr. Passman. Gentlemen, that is where we are going to have to
do a little research. There is no indication that this does not include
the substantial budgetary, or cash receipts, that we made available to
their budgets. Do you get my point.?

Mr. STERNFELD. Y es, Sir.

Mr. Passaman. When you say “budgetary receipts,” we cannot just
say “thank you” and move to the next question. We want to know
where they got these budgetary receipts. We want to know what
percentage they actually collect from their people, what
percentage was brought into the budget. from cash contributions from
the United States through various types of aid programs, and the
means by which it got into the budget. Would you give us some
research on that?

Mr. SterxrELp. We can add it up. It is all included in the gen-
eral economic section.

Mr. Passman. You add it up. We want you to do the research
on that matter.

('The information requested follows:)

DoMESTIC REVENUES OF LATIN AMERICAN COUNTRIES *

The table set forth below lists domestic revenues of Latin American coun-
tries, first for 1961 and secondly for the latest year available in the case of each
country, as those figures have been made available. Those figures, as taken from
the national budget figures of the countries, do not include foreign aid of any
kind or receipts from foreign or domestic borrowing. The figures are made up,
in most cases, and usually in excess of 90 percent, of taxes in the usual sense
of the word and of customs. The balance, where there is one, usually arises from
one or more of the following types of source: receipts from governmental serv-
ices, net receipts from lotteries, profits from government-owned utilities and
enterprises, and other miscellaneous domestic revenue sources.

1 Pigures do not include state and loeal tax receipts. In the case of Brazil, Colombia,
and Mexico, these have an importance comparable to that in the United States.




1961

| Dollar equivalents in millions)

atest year Amount | Latest vear

i
available | | available
-

Argentina
Bolivia___ : : SRR
Brazil. | 502 | Nicaragua______
e e es : Panama. .
Colombia_____._._. ! 416 | Paraguay

Costa Rica ! ¥ | Peru. -
Dominican Republic. | & 20 | Urngua

E S | Venezuela

inatemala. ! ! Total
Haiti. ..__.._.___.___l ‘

11962 budget estimate,

2 Not available,

3 1060,

4 Fiscal vear June 30.

£ AID estimate,

¢ Including a total of $274,000,000 from British Honduras, British Ciuiana, the Caribbean, Jamaica,
Burinam, and Trinidad (not included in the countries listed), the total becomes $5,605,000,000.

INCOME TAX LAWS

Mr. Passman. Could you tell us how many of the Latin American
countries have an income tax law, as we think of an income tax law?

Mr. Moscoso. Mr. Chairman, would you like them by country ?

Mr. Passaran. Yes.

Mr. Moscoso. There are 19 countries with laws which provide for
collection of income taxes.

My, PassmaN. You may put them in the record.

(The requested information follows:)

INCOME TAX ON INDIVIDUALS

All countries in Latin America except Guatemala have enacted and have in
force substantive income tax laws applicable to individuals. (Guatemala has a
proposed income tax law applicable to individuals pending before its legislature.)

The structure of the income tax on individuals in a number of Latin American
countries differs somewhat from the structure of the U.8. system. This is
largely because it is based on European tax systems. As in the case of the
U.8. system, where there are different rates of tax on ordinary income and on
capital gains, so, in a number of Latin American conntries, the basic tax con-
sists of a number of so-called schedular taxes, each schedule relating to a differ-
ent type of income. One or more of the taxes under these schedules are often
imposed at a flat rate on all income of the type of question; at times they are
imposed at graduated rates, with top brackets,

In the table below, where there is a schedular system (noted by the letters
“8" and “C” on different lines immediately following the name of the country),
a dash is inserted in the first column where the tax is at a flat rate. Where one
or more of the schedules are graduated, the top-bracket amounts for both the
schedule with the lowest top-bracket amount and for the one with the highest
top-bracket amount are inserted. Similarly. in such ecases, in the “Top rates”
column, the lowest and highest of the graduated rates on such schedules are
inserted.

Where the schedular system is in effect, there is usually imposed, as an addi-
tional tax (over and above the sum of the taxes imposed under the different
schedules) a so-called complementary tax. This isa tax imposed on total taxable
income, sometimes after the deduction of the schedular taxes themselves. The
complementary tax is nsually imposed on a graduated basis. As a result. in the
table set forth below, the total effective tax in countries with a schedular and a
complementary tax system is the sum of the taxes imposed at the varying rates
noted under the column “Top rates” for both such taxes.
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If the table below is to be used as a reflection of the effective tax burden
imposed by a country on its citizenry and residents as a whole, the following
major points should be considered—

1. In most countries, and markedly so in many, the role of the income
tax on individuals (both rich and poor) is small as compared to the taxes
resulting from taxes on corporations, from sales and other forms of indirect
taxes, and from customs levies and the like. This was the ease in the
United States prior to 1914,

2. Even as regards the income tax on individuals, the proportion of the
total that is imposed on persons in the top brackets is usunally not a large
proportion of the whole. The number of taxpayers in those brackets is also
relatively small.

Information with regard to top rales applicable to individual incomes ™ ¥ 1

Top bracket amounts ! Name of I(!H\ rsion | Top rates (percent) 1
currency rale to
USs$l

|

\rp wmtina (8 1) o e e .| Pesos__... 85, ('R
(C 3 - 4,000,000 v o e - s O 85, 45,
Bolivia \"s} = 22,000,000 Bolivi- 12, 000. 21 and
Anos.
70,000,000. O] 12,000 36.
Braz 11'&} L — i 400. 1and21.
(C) e cociomaaicicsanrenes-=| 800 times minimum 80.

wage.
e S o i M i 33.
20 times minimum wage o T 30,
=] | 00000 e s 208 _ | | 51,
500,000 > . 65 | 303
Dominican lh-liuhh(-{'n_ - 2 and 8.4
lf!) SRATR LS o |[I|J(K'I . 40.

Ecuador 100,000 and 200,000- Sucres.... \ 16 and 22 and, in some
cases, with 'a surtax,
30.1.

El Balvador. . ‘. 1'.!"»,“\’)‘]. SRR AR Colones. 2.t 76.5.
- 500,000 . Gourdes. . 5. 40,
1 000,000 ----| Lempiras 2. an,
400,000 and 2,000,000 . I'um.? k 2. 50 I’ﬁ and 50
-2:00, - <.
Cordobas . 35 (on total income and
not solely on last
backet amount).

Panama..._. e e e e R e S e Balboas_. . .

Paraguay. .. | : Guaranfes. | 19,

ey o TR e 0—1schedule grad- | Soles._.... | 27, 5and 25,
|

uated.

() . | 100,000 do....| 27 30,
Urauguay {"-) : = L Pesos_ .| = 10,
vy | 1,000,000 _. KR &5 ST I

Venezuela f"'-} o s | - —--_.-.| Bolivares _
(C

-| 28,000,000 _- M Lo e

1 Where more than 1 figure Is LI\On they represent, for practical purposes, the range of top bracket
1 8 betweon schedules. Where the tax is not graduated but is
te on all amounts, no figure is given.
complementary.
8 L atest change effective June 30, 1962,

¢ Higher rates are in existence fnr income of nonresidents and with regard to remittance of dividends and
the like abroad,

§ Limitation on effective rate of total taxes imposed to 30 percent of total taxable [ncome.

Mr. Passaan. Some of these are just recently enacted laws? Costa
Rica isone of them?

What is the top bracket for individuals?

Mr. Moscoso. The top bracket would be in K1 Salvador I believe, Mr.
Chairman,

Mr. Passmax. What is that?

M. Moscoso. Tt isabout T4 percent.

Mr. Passman, Letus find out about it by country.
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Mr. Moscoso. I am afraid I haven't got it with me, Mr. Chairman,
but I would be very happy to get it. If my memory serves me right,
the highest I have encountered

Mr. Passman. Let us not put in just the highest, let us spread it
out, because some are as low as 12 percent. Some of your friends
down there are laughing at us. They think we are downright stupid,
that we would tax ourselves up to 92 percent to provide aid for them,
when they tell you they have no intention of doing any such thing.

Mr. Moscoso. I have, Mr. Chairman, made several speeches on the
necessity for increasing those taxes, as you well know.

Mr. Passyman. Some of your friends in Argentina, for example, will
tell you they have no intention of taxing themselves 90 percent. for the
benefit of others.

Mr. Moscoso. Mr. Chairman, there is an interesting note: For the
first time in the history of Latin American countries a nonpaying tax-
payer has been indicted and will go to jail in Chile.

Mr. Passman. What penalty was imposed ?

Mr. Moscoso. I do not know what the final sentence has been, but I
will be happy to find out about that. But it became an item which
was——

Mr. Passman. One man in Latin America?

Mr. Moscoso. Well, you start with one man.

EDUCATION SECTOR REQUEST

Mr. Passman. Could you tell us the total amount of funds re-
quested for the education sector of this area ?

Mr. Moscoso. $29,394,000.

Mr. Passyan. That is the development grant part, is it not ?

Mr. Moscoso. Yes, sir.

Mr. Passsan. Could you tell us how much you may have under the
development credit sector ?

Mzr. Moscoso. Foreducation? T do nothave it with me.

Mr. Passman. The $29 million is grant aid?

Mr. Moscoso. That is right.

Mr. Passman. You would also have development credits and all the
other spigots available, would you not, for education ?

Mr. Moscoso. We have some applications, sir, already for educa-
tional projects which I could give you the total of but since this is a
lending operation, Mr. Chairman, T do not know how many will be
coming in or how many will be approved. ¢

Mr. Passyan. How much for education in 1962 out of development
credits? I will be helpful and say those are the things you refer to
as loans.

Mr. Moscoso. A few I referred to as loans.

Mr. Passmax. In fiseal year 1962 what amount did vou have for
construction—— I

Mr. Moscoso. We will have to go through the various loans, Mr,
Chairman ‘

Mr. Passsan. Do you have the total ?

Mr. Moscoso. Yes.

Mr. Passman. Let us take our time because we want to know how
much it is.

Mr. Moscoso. There are none.

87948—62—pt, 3——9
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SCHOOL CONSTRUCTION

Mr. Passman. Let us get down to construction of educational fa-
cilities.

Mr. Moscoso. Thisisthe latest estimate ; $9,960,000.

Mr. Passman. That is for construction alone ?

Mr. Moscoso. Construction alone.

Mr. Passaran. That has nothing to do——

My, SterNFELD. And equipment,

Mr. Passaran. It has nothing to do with——

Mr. Moscoso. Training of teachers.

Mr. Passman. This is strictly for educational facilities? Are col-
leges and universities in this?

Mr. Moscoso. Yes, sir.

ILLUSTRATIVE NATURE OF PROJECTS

Mr. Passman. All projects deseribed in the justifications of the
project book are illustrative, are they not ¢

Mr. Moscoso. Yes, sir.

Mr. Passaan. And they may, or may not, be carried out in 1963,
depending on funds, changes in priority, changes in countries’ needs
or programs?

Mr. Moscoso. That is right.

Mr. Passaan. It is, in effect, a blanket appropriation, and this is
more or less a guideline as to the fields in which you work?

Mr. Moscoso. Yes.

Mr. Passmax. But as far as actually pinning down the new proj-
ects, you could not tell us the countries or the programs for which the
money would be obligated ?

Mr. Moscoso. Well, the chances, are

Mr. Passman. Let us be specific. You do have the right, I believe
you said, to transfer from one country to the other, from one project
to the other, to discontinue and start new projects, or to select a
higher priority of project than is in the book ?

Mr. Moscoso. That is right.

Mr. Passman. So, in summary, this is a “confidence” appropriation,
leaving it to the Executive to select the countries, the programs, and
projeets for which the money will be spent ?

Mr. Moscoso. Yes, I would say that is correct.

Mr. Passman. Thank you.

Mr. Mieer. It should be noted that of the projects listed in this
project book:

Mr. Passmax. A lot of them are continuing projects. That is what
you are going to say?

Mr. Mirer. They are continuing——

Mr. Passman. And all of them can be discontinued as of tomorrow,
if you should so desire?

Mr. Mimrer. The vast majority and in substances these pro-
orams——
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POWER OF AGENCY TO DISCONTINUE PROJECTS

Mr. Passman. They could be discontinued tomorrow, or any other
day, if the Administrator, or the head of the AID mission, should
decide they should not be continued ?

Mr. Miier. The projects that are listed here could, if it were deter-
mined by the appropriate authority

Mr. Passman. That isall I asked you. There is nothing permanent.
You have the right to discontinue any project that you want to, do
You not, and to initiate new projects?

Mr. Moscoso. Using the best judgment

Mr. Passmax. Even transferring to another country for obliga-
tion; is that correct ?

Mr. Moscoso. It pretty much depends, Mr. Chairman, in connection
with continuing projects on the terms of the commitments that have
been made, of course.

Mr. Passyan. I am talking about your right under the legislation,
That it is illustrative. You may or may not obligate funds that we
give you for any projects. You may spend it on continuing projects,
or you may take continuing projects, or discontinue and start new
projects: is that right ?

Mr. Moscoso. That is right but, Mr. Chairman, as of the day this
book was put together, it represents the best judgment of a group

of pretty experienced people. They used their best knowledge, judg-
ment, and experience about the program and at that moment in time
decided these would be the type of things

Mr. Passman. Of course, when we go through the justifications,
the discrepancies are so frequent and so broad—and the record will
speak for itself—that it is almost embarrassing to people on either
side of the table. I wanted the record to show again that a double
standard is being practiced. Here in America, we must have a proj-
ect, we must justify it on the basis of a favorable cost-benefit ratio,
we get one slice of funds, and we continue it. With few exceptions,
we justify and we spend the money on the project for which we
justify the funds. One exception would be the Lower Mississippi
River and its tributaries, where you must still spend the money on
an authorized project that has been fully justified with respect to a
cost-benefit ratio.” The cost-benefit ratio must be favorable. But
here, you are not asked to justify or project on a cost-benefit ratio.
Neither do you have to justify proper engineering. You start the
project even before it has been mentioned to Congress.

Mr. Moscoso. No, sir.

Mr. Passman. Oh, yes, you do. You have dozens that you have
started that the committee and the Congress did not know anything
about.

Mr, Moscoso. Section 611 is the law, as I recall——

APPROPRTATIONS FOR COUNTRY PLANS

Mr. Passman. We are even now appropriating money to a country
plan. Tsthat correct, sir?

Mr. Moscoso. We are authorized to——

Mr. Passyax. I know it is anthorized. I admit that you have
authorization that permits you to do it, but we have reached the place
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today where we are appropriating funds to a country plan; are we
not ?

Mr. Moscoso. I understand it has been done in other——

Mr. Passaran. Do you have plans such as that in your area?

Mr. Moscoso. We do not have anything like that yet.

Mr. Passman. Do you like your present system better ?

Mr. Moscoso. Well, quite frankly, T believe when you are able to
get a country plan put together it is a preferable way of getting quite
a number of things done by the country itself, preferable to doing
it piecemeal through projects. That is why this program concept is
utilized in certain instances.

Mr. Passman. But do you like the plan you are following in your
area? Isit satisfactory?

Mr. Moscoso. In some instances it may not be, Mr. Chairman.

Mr. Passaran. You do know, of course, that under the legislation
that you have the right to appropriate funds to a plan for your sec-
tion ?

Mr. Moscoso. That is right, and if we have——

CONSULTATIONS ON POSSIBLE COLOMBIA DEVELOPMENT PLAN

Mr. Passman. Now how far in advance do you have a plan for
any country ?

Mr. Moscoso. Colombia would appear to be the country that comes
closest, to that.

Mr. Passman. Have you made a commitment to a plan yet?

Mr. Moscoso. No, we haven’t made a commitment to a plan. The
World Bank will be the head of the consultative group, or consortium,
as it used to be called. The Bank has been examining the Colombia
plan. So have the Panel of Experts of the Organization of Ameri-
can States. After this examination and review, recommendations
will be made for some alterations to the Government of Colombia.
When they accept it, the World Bank will call the meetings of the
possible participants in the financing of this plan. The Europeans
will, of course, be called. They have already been consulted infor-
mally on the plan. Not only have the Colombians themselves gone
to Kurope to see about the participation of the more industrialized
nations -

Mr. Passaan. You donot have any plan in the making ?

Mr, Moscoso. No, sir.

Mr. Passman. You have some correspondence, but you have not
progressed to the point of saying that you have a plan?

Mr. Moscoso. What is called brass tacks; no, sir.

Mr. Passasran. But you do have a successful program operating
in your area, under the present system of operation under the Alliance
for Progress ?

Mr. Moscoso. I would say it is starting to operate.

Mr. Passman. It is not for lack of funds that you do not have
a successful plan?

Mr. Moscoso. We need an organization and men.

Mr. Passaan. Do you agree with me it is not for lack of money?
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Mr. Moscoso. I agree with you it has not been for lack of money.

I hope we will have funds sufficient not only to continue the pro-
gram, but to accelerate it.

Mr. Passman. To go faster? )

Mr, Moscoso. It means to try to get these countries on their own
feet as soon as possible. .

Mr. Passman. If we succeed in borrowing money to continue this
program, the chances are it will be speeded up. Nevertheless, I think
the record is clear that the Congress appropriated more last year than
you could prudently use.

Mr. Ruopes. Will you yield ?

Mr. Passaaxn. Iyield.

SECTION 202(b) PROPOSALS

Mr. Ruopes. Do I understand, Mr. Ambassador, that you have no
plans afoot for the perfection of a 202(b) plan in this area?

Mr. Moscoso. We are looking into the formulation of such plans,
but we do not have anything jelled which is of that nature. It has
not, been agreed to.

Mr. Ruobes. How close to jelling is it ?

Mr, Moscoso. It should be close to 8 or 4 months.

Mr. Ruobes. What countries will that be ?

Mr. Moscoso. Just Colombia. Chile may, but it is still a little
further off. It will be 6 months there,

Mr. Ruobrs. Colombia is more congealed than Chile?

Mr. Moscoso. I would say yes. It will come closer to it.

Mr. Ruooes. Do you have any others with a higher specific gravity
than the others?

Mr. Moscoso. T believe that Panama and Honduras may present
their plans to the Panel of Experts of the OAS within the next
few months. ~Venezuela has indicated that they probably will present
their plan. It may take about 6 months or a year before that comes.

Mr. Ruopes. I think that is six countries. I haven’t counted them.
All of these countries may perfect plans which you might present to
Congress under 202(b) within this next fiscal year.

Mr. Moscoso. T do not think we will be able to get more than three,
Mzr. Congressman.

Mr. Rropes. In thisnext fiscal year?

Mr. Moscoso. Yes, sir.

Mr. Passman. Did you not just tell us that you had only one
country, Colombia?

Mr. Moscoso. In which we had sufficient information.

Mr. Passyman. You are still in the paperwork stage?

Mr. Moscoso. Yes. Well, studying.

Mr. PassmaN. No contracts have been entered into, and nothing is
pinned down ?

Mr. Moscoso. Not with Colombia.

Mr. PassmaN. Not with any other country in Latin America?

Mr. Moscoso. No.

Mr. Passman. Colombia is the most advanced, and that is still in
the paper stage ?

Mr. Moscoso. That is right.




FISCAL YEAR 1862 PROGRAM FOR COLOMBIA

Mr. Passyan. Would that be in addition to the program presently
underway in Colombia, in which you had $38,077,000 for fiscal year
196217

Did that figure hold firm or is it up?

Mr. SterNFeLD. $38,156,000 is the preliminary estimate we have.

FISCAL YEAR 1963 PROGRAM

Mr. Passaan, It is revised upward a bit. You are requesting
— for fiseal year 19637

Mr. STERNFELD. ——— for fiscal year 1963.

Mr. Passatan. And, of course, they would be eligible for funds out
of the other spigots, with the international organizations and the
Export-Import Bank and the Inter-American Development Bank and
the International Development Association?

Mr. Moscoso. They would be expected to participate in this.

Mr. Passaan. They are eligible for all the funds out of the other
spigots for foreign aid?

\T' A\]'ll.'-:l'l'r'ﬂ! ). Yn}:. \‘T

Mr. Passsan. Would the so-called plan that evidently is in the
making be in addition to all this?

Mr. Moscoso. No. T would think, Mr. Chairman, that the develop-
ment grant part of it, which is in the case of Colombia ahout - 5

Mr. Passatan. Would the request here be a part of any future plan?

Mr. Moscoso. Yes. In other words, our participation in any future
plan would have to come from these funds.

Mr. Passman. From the funds that you are requesting and funds
that you have obligated for the projects?

Mr. Moscoso. We haven't obligated anything because we have not
gotten the appropriation, Mr, Chairman.

Mr. Passyax. What did you do with this $38,156,000 last year?

Mz. Moscoso. That is 1962,

My, Passaran. Yon have that obligated for projects?

Mr. Moscoso. Yes.

Mr. Passmax. If you work out a plan, would your plan encompass
those projects?

Myr. Moscoso. In the case of Colombia, Mr. Chairman, the amount
of $30 million, which you see as part of the 1962 program, was a bal-
ance-of-payments loan tied, of course, to U.S. procurement. The rest
of the money is really development grants in connection with the vari-
ous programs that we have the details for here.

Mr. Passmax. If we go through your page on Colombia, we notice
many projects for which you have obligated money.

Mr. Moscoso. That is right, sir.

Mr. Passman. If you come up later with a plan for a country,
namely, Colombia, where it will be a plan to a country under 202 (b),
you wonld have a money request attached to that plan?

Mr. Moscoso. That is right.
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U.8, CONTRIBUTION TO PROPOSED COLOMBIAN LONG RANGE PLAN

Mr. Passaan. Have you reached the point to where you have any
idea of what the U.S. contribution would be to this plan, if it
materializes?

Mzr. Moscoso. We have an idea.

Mr. Passarax. About how much is it?

Mr. Moscoso. It isabout——— TItis

Mr. Passman. Forthe plan?

Mr. Moscoso. Yes.

Mr. PassmaN. So you have a request for funds for fiscal year 1962
almost equal to what the plan may be, if it ever comes into being?

Mr. Moscoso. The plan is much bigger than that, sir.

Mr. Passaran. 1 EISLP(I you about the plan.

Mr. Moscoso. You mean the participation ?

Mr. Passman. I am talking about the U.S. contribution to a plan
under 202(b).

Mr. Moscoso. What we have tried to do, Mr. Chairman

Mr. Passman. Could you tell us if you have any idea as to what the
amount of this plan may be?

Mr. Moscoso. We have an idea, but we do not know what the exact
figure will be.

Mr. Passarax. Could you give an estimate ?

Mr. Moscoso. ——— million.

Mr. SterNFELD. That is not what the plan itself calls for.

Mr. Passman. You are the people who administer this program,
are you not ?

Mr. STeErRNFELD. Yes, sir.

Mr. Passman. How could you work out a plan when you have no
idea what it is going to be ?

Mr. SterNrFELD. Are you asking for the total amount-

Mr. Passman. Of a plan that may be brought into being at a
subsequent date.

Mr. SternFELD. Of Colombia’s plan ?

Mr. Passman. Yes.

Mr. SterxreLp. Colombia has contemplated itself out of its own
funds-

Mr. Passyax. I am talking about our contribution to a proposed
plan that is in the making.

Mr. Srerxrern. T have various figures, Mr. Chairman.

Mr. Passyan. Give us the amount of the U.S. contribution in this
proposed paper plan.

Mr. SternrFeLd. We are still making our analysis of Colombia’s plan.
We are waiting to see to see what the World Bank’s position will be.

Mr. Passman. Could you give us some information on the analysis
you now have as to what part of the total cost of the plan would come
from the United States, in the way of dollars?

Mr. SterNreLD. At this point in time on the basis of our analysis,
we are only able to project in the fiscal year 1963

Mr. Passman. Give us your projection as to the cost.

Mr. SterNFELD. The cost to the United States would be, for the aid
program, between
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Mr. Passman. That is to the plan at a subsequent date to the coun-
try, and not to individual projects?

Mr. SternreLp. That would encompass individual projects in the
plan.

Mr. Passman. Are you the people who would administer this plan?

Mr. SternFELD. No, sir. The Colombian Government.

AID PARTICIPATION IN DEVELOPMENT PLAN

Mr. Passman. Iam talking about here—all of this would come under
your jurisdiction, would it not ?

Mr. Moscoso. The plan would be administered by the country
itself, sir.

Mr. Passaan. So far as the top echelon approval and working it
out. are concerned, would it be under your direction?

Myr. Moscoso. No,sir.

Mr. Passyan. You would not have anything to do with working
up the plan?

Mr. Moscoso. I would certainly have something to do about the
participation for the aid program.

Mr. Passman. You are Director of the Alliance for Progress. As
the coordinator for the Alliance for Progress, you would look at the
figures and have something to do with its approval, up or down?

Mr. Moscoso. You mean the cooperation of the United States in a
consortium put together by the World Bank? We would look at if
together before it was approved ; yes, sir.

Mr. Passaan. What would be your prerogatives in formulating this
plan, as the coordinator of the Alliance for Progress, with all of the
aid program, for these 19 countries under your jurisdiction, as we
think of aid? Would you look at the plan, the top figure, and the
bottom figure, and have something to do with setting the amount ?

Mr. Moscoso. The final figure as it emerges from the study that
the World Bank makes will be a global figure of foreign exchange
required in order to finance this plan. As I understand these con-
sortia—and by the way, sir, T have never participated in one—I am
looking to get some experience on this

Mr. Passman. I hope you get experience before you start dealing
with it.

Mr. Moscoso. T assure you, Mr. Chairman, I will be as hard headed
about our participation as is possible.

Mr. Passman. As the coordinator for the aid program for Latin
America, all of the 19 countries and the British territories are under
your overall supervision ?

Mr. Moscoso. That is right.

Mr. Passman. Have you revealed this afternoon your knowledge
of the plan and how it would work in Latin America?

Mr. Moscoso. Oh, no——

Mr. Passaan. Have you given for the record your knowledge of how
it operates?

Mr. Moscoso. If1

Mr. Passman. Understood it ?

Mr. Moscoso, No, if T can explain to you, Mr. Chairman, how this
is supposed to work, I will be very happy to do so.
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Mr. Passmax. You have not done so. One says — is what
you would have for a plan for this country; then he says you do not
mean that. You say “T do.” He says, “You did not.” Later you
put it in the record ———  You have an aid program that large for
Colombia.

Mr. Mmrer. Mr. Chairman, perhaps this would help.

Under section 202(b) the President may enter into agreements,
under the terms and conditions of the title committing funds author-
ized to be appropriated under the title subject only to annual appro-
priation of such funds. A plan might be drafted by a country, and
section 202(b) allows the United States—

Mr. Passman. Tell us, so far as you know and understand. what
our commitments would be to this plan that may be formulated by
Colombia, when it is put into effect, as you said, 3 or 4 months hence.

PROCEDURE FOR DEVELOPING COLOMBIAN PLAN

Mr. Moscoso. T explained a moment ago, sir, that the procedure
for the Colombian plan in particular is as follows: The Colombian
planning board prepared a 10-year plan. The plan was submitted
to the Committee of Experts of the Organization of American States.
or the OAS.

Mr. Forp. When was that submitted?

Mr. Moscoso. It was submitted around January of this past year.
Then it was also submitted simultaneously to the World Bank. ~The
World Bank sent a team of experts to Colombia. The Organization
of American States also sent a team of the planel of experts down

there in late March. They have been examining this plan for the
past 4 months or 5 months. A preliminary report of the World Bank
1n connection with this plan has been made available to the Govern-
ment of Colombia. The Committee of Nine of the OAS is about
veady to issue their report on the plan,

When that is issued, we will have a much more exact idea of what
this amount is going to be. In the meantime we have n_'n|]1iv.q of the

Colombian plan, and we have been making estimates of t
currency requirements in order to implement that plan.

Mr. Forn. What are those figures?

Mr. Moscoso. Those figures indicate that it will be in the range of
between

1e foreign

UNLIQUIDATED BALANCE AS OF JUNE 30, 1962

Mr. Passyan, We have a very broad and expensive program going
on in Colombia, at this time, with American aid. We have unliqui-
dated to the credit of Colombia—what is your figure on that, Mr.
Controller?

Mr. Texxant. Colombia as of June 30, 1962, we estimate unli-
quidated $50,750,000.

Mr, Passaran. That is out of ATD?

Mr. Tenyant, Out of AID funds.

Mr. Passman. It does not include military assistance?

Mr. TeEx~vant. No, it does not.

Mr. Passyman. It does not include the food for peace program!?

Mr. Tex~anT. No, sir.
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Mr. Passaan. It would not include the Export-Import Bank,
international organizations, would it?

Mr. Tex~xant. It would not include those.

Mr. Passmax. If you put all of those together, you would have an
extremely high unliquidated credit to Colombia as of June 30, 1962.
And, of course, you have other spigots and international organiza-
tions from which you can draw? You do not have that either, do
vou, such us the UN.?

Mr. Texyant. No,sir. These are just AID figures.

OVERALL SOURCES OF FINANCING DEVELOPMENT PLAN

Mr. Passman. For this one program we are discussing you are
requesting ——— for Colombia ?

Mr, Moscoso. It might be more. It might be as much as ———.

Mr. Passman. In addition to that amount, they would have all
the other spigots of ¢ aid available?

Mr. Moscoso. That is right.

Mr, Passyax. We could wind up with maybe $150 million of com-
mitted funds for programs covering almost every program that the
mind of man could conceive. Then, in addition, you would come up
with a country plan. What we were trying to find out would be
whether or not with reference to the money that we are now giving
for the illustrative programs and to continue certain programs, if you
were going to stop there or this would be in addition to the huge sums
just mentioned.

Mr. Moscoso. Mr. Chairman, when the plan was worked out by the
C'olombian authorities, and in the revisions being made by the World
Bank, vonsideration has been given to the fact that there has been
financing made available.

Mr. Passman. That would be in addition to all the things T have
just mentioned ?

Myr. Moscoso. If I may make an explanation.

Mr. Passman. You are asking for money for some specific plans
that are already underway, continuing projects; is that correct?

Mr. Moscoso. That is correct.

Mr. Passman. You have illustrative projects for the money you are
requesting for fiscal year 19637

Mr. Moscoso. Remember, most of these projects are development
grant. projects for techmical assistance. In the preparation of the
Colombian plan, thev took into consideration the fact that they had
already obtained financing not only from us, from the World Bank.
for instance

Mr. Passman. The only thing T have been trying to clear up is
whether or not the cost of the plan would be in addition to what you
already have and will receive in fiscal year 1963.

Mr. Moscoso. That is right.

Mr. Passaan. Am I correct?

FUNDS TO FORMULATE DEVELOPMENT PLAN

Mr. Moscoso. The plan is included in our presentation. Our par-
ticipation in the plan is included in the-
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Mr. Passman. So, there would be no additional funds if you got
what you had this year? You could have all kinds of plans but you
would not have any request for any more money ?

Mr. Moscoso. No, sir, We would have in the case of the plan, Mr.
Chairman, to agree under section 202(b) to the participation.

Mr. Passman. You are saying that if you had not received this
money our contribution to the plan would have been larger?

Mr. Moscoso. I did not get 1'fm question, Mr. Chairman.

Mr. Passman. Are you telling the committee that if you had not
had the funds that we have been discussing available for going and
planned projects, then our contribution to the subsequent plan would
have been higher, or the request would have been?

Mr. Moscoso. Yes sir. It probably would have been.

Mr. Passman. We are trying to find out whether or not this would
have been higher if you had not had these funds. Is that right, sir?

Mr. Moscoso. That is right.

Mr. Passman. Off the record.

( Discussion off the record.)

Mr. Passyman. I think that you and other witnesses have said that
the other countries would be similar to this so far as plans, programs,
operations, and so forth. I am afraid time is running out on us and

we shall never be able to get right down to the details.
Mr. Andrews?

COUNTRIES PARTICIPATING IN ALLIANCE FOR PROGRESS

Mr. Axprews. Mr. Ambassador, how many countries are we help-
ing in one way or another under the Alliance for Progress in South
America ?

Mr. Mocoso. In Latin America we are helping 19 countries, sir.

Mr. Axprews. All of those countries participated in the Bogota
meeting 2 years ago, did they not ?

Mr. Moscoso. Yes, sir. Cuba, T believe, at that time was still in
the OAS and they participated with 20 of them.

BOGOTA AGREEM ENT

Mr. Anprews. At that meeting in Bogot4, if T remember correctly,
these countries who were to receive our aid promised to do certain
things on their part.

Mr. Moscoso. That is right, sir.

Mr. Axprews. Those two things that they promised prinecipally
were tax reform and land reform programs?

Mr. Moscoso. That is right.

Mr. Axprews. We started shortly after that Conference at Bogotd
to give them aid in one form or another, did we not ¢

Mr. Moscoso. That is right.

Mr. ANprews. That was nearly 2 years ago?

Mr. Moscoso. Well, the funds were made available in 1961.

Mr. Axprews. I mean the Conference.

Mr. Moscoso. The Conference was in 1960, but the funds were made
available late in 1961. Because of the reorganization of the Agency
from ICA into ATD and the absorption or merger of DLF into the
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Agency and the transferring of some of the responsibilities for lend-
ing (specifically, Cooley loans) from the Export-Import Bank, plus
the fact that there was quite a substantial number of personnel
charges, we really did not get going until the beginning of this year.

REFORM MEASURES NOT COMPLETED

Mr. Axprews. Has any one of the 19 countries that participated
in the Conference of Bogotd carried out in full at this time the prom-
ises made and the conditions precedent to receiving aid from us?

Mr. Moscoso. Yes, sir. They have in varying degrees.

Mr. Axprews. I said 100 percent at this time.

Mr. Moscoso. No, sir; not 100 percent. I do not think we ever
expected that they would.

Mr. Axprews. Some of the countries have carried out those
promises ?

Mr. Moscoso. That is right.

Mr. Axprews. To a certain degree?

Mr. Moscoso. They have been able to get most of the reforms
through.

Mr. Axprews. How many of the 19 countries have made some prog-
ress toward fulfilling the commitments that they made?

Mr. Moscoso. May I read them to you, Mr. Andrews?

Mr. Axprews. Yes.

BOLIVIA TAX AND LAND REFORM

Mr. Moscoso. Starting with Bolivia, in the case of land reform,
Bolivia granted 71,000 land titles in an accelerated program of land
reform. In the case of taxes, I do not have the book here; but I know
that in Bolivia they increased the taxes on fuel, which was an uncon-
scionably low tax. They did it under the worst possible circum-
stances. There was a lot of political opposition, but the Government
had sufficient strength to maintain its position and maintain the tax
on fuel. As a result, riots took place and over 40 people were hurt,
some of them killed.

I mention this to you to show that a real effort has been made in
some of these countries to put into effect tax measures and reform
measures.

COLOMBIA AGRARIAN REFORM LEGISLATION

In the case of Colombia, agrarian reform legislation was enacted by
the Congress in November of 1961. It provides for colonization, re-
settlement, and parcelization of land. The Agrarian Reform Agency
was established and given broad powers to carry out the reform bill.

Mr. Axprews. That istwo countries.

VENEZUELA LAND REFORMS

Mr. Moscoso. In the case of Venezuela, a land reform program was
adopted and as of now—this report is about 4 months old because that
is when the book was put together—but as of now they have distributed
55,000 titles of parcels of land in the land reform program.

In the case of the tax law they approved a small increase in personal
taxes and a larger increase in the corporate tax structure?
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Mr. A~orews. Have either of these three countries, Colombia,
Bolivia, Venezuela, imposed an income tax?

Mbr. Moscoso. Yes, sir.

Mr. Axprews. All three of them ?

ECUADOR TAX REFORMS

Mr. Moscoso. All three of them. In the case of Ecuador, I was
rather elated to get the information from President Arosemena when
he was here that the income tax reform law they had introduced had
been finally approved while he was up here and the announcement
was made in the local press.

In the case of the Dominican Republic

Mr. Axprews. Has Ecuador done anything about land reform?

Mr. Moscoso. No. The land reform bill is now before the Congress,
Sir.

Mr. Anorews. They have not started collecting taxes but they
passed legislation which will permit the collection of taxes?

Mr. Moscoso. That is right. However, they have a small income
tax now and they have been collecting. The new law will reform not
only the method of collection but also the rates which will be changed.

Mr. Axprews. That is four.

DOMINICAN REPUBLIC TAX AND LAND REFORM

Mr. Moscoso. In the case of the Dominican Republie, they were
very fortunate in being able to get a very rapid approval, not only of
a land reform law, but also of tax reforms. This is probably about the
fastest movement we have seen in any country in Latin America.
Perhaps that is due to the fact that these people have been under such
a repressive dictatorship that they now want to catch up with the rest
of the continent.

PENDING CHILEAN REFORM LEGISLATION

In the case of Chile, a tax bill and a land reform bill are now before
this session of the Congress.

Mr. Passaan. Those same bills have been before the Congress for
the last 3 years every year, have they not ?

Mr. Moscoso. These have been revised.

Mr. Passman. They are still before the Congress, though ?

Mr. Moscoso. They are still before the Congress.

Mr. Passman. These matters before the Congress were initiated sev-
eral years ago?

Mr. Moscoso. It was probably before my time, but I do know that
they have been before, and now they are being revised.

Mr. Passman. But they are still before the Congress?

Mzr. Moscoso. They are still before the Congre

Mr. Axprews. No legislation has been enacted into law ?

Mr. Moscoso. In the case of Chile, no. They do have an income tax
law, Mr. Andrews.

Mr. Axprews, How long have they had that?

Mr. Moscoso. It has been in the books for quite a while.
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Mzr. Axprews. Have they made a serious effort to collect taxes under

that law ?

Mr. Moscoso. Yes. As a matter of fact, they have a very strong
rogram of training for tax collectors. Mr. Caplin, the Director of
nternal Revenue, has been cooperating with us to train tax collectors.

Mr. AxprEws. How much have taxes increased since the Conference

of Bogotd ?

Mr. Moscoso. In the case of Chile, the 1962 revenue is estimated to

have increased by $24 million over 1961.

That is 3.1 percent, as a percentage of the national revenue. That

is the increase.

Mr. Axprews. I believe you stated our Internal Revenue Service

assisted the Chilean tax officials?

Mr. Moscoso. Yes, sir. They are giving technical assistance.

Mr. Axprews. Are we financing that program ¢

Mr. Moscoso. Yes, sir.

Mr. Axprews. Under what project ?

Mr. Moscoso. It is under one of the public administration technical

assistance programs that we have with Chile.

Mr. Axprews. Do you know how much it costs ?

Mr. Moscoso. Yes, sir. This is the internal tax administration

program.

Mr. SrerxreLp. Through 1961 we obligated $360,000 and our esti-

mate in 1962 is $190,000.

Mr. A~xprews. So Chile has legislation pending to carry out these

reforms?

Mr. Moscoso. The agrarian reform; yes, sir.

The legislation in rm*t. has been delayed because there has been

quite a lot of dissatisfaction with the t}'ll)e of bill being prepared.
Mr. Passman. Will the gentleman yield ?
Mr. AxprEws. Yes.

CRITICISM OF ALLTANCE FOR PROGRESS

Mr. Passman. It is a foregone conclusion that our public officials,
from the President on down, know very well that this program in
Latin America got off to a slow start. Tt is not progressing as we
had hoped it would.

I'shall quote from a pertinent newspaper report :

In Santiago, the influential Chilean newspaper Mercurio commented sardoni-
cally that the Argentine and Peruvian experiences showed the United States
was “disposed to make political compromises with the Punta del Este charter,
which does not admit distinctions among dictatorships, be they Cuban, Peruvian,
or any other country.”

In Argentina, the widely read Economic Survey accuses the Alliance of dis-
torting the aims of Punta del Este, of encouraging total state eontrol of plan-
ning, of permitting the whole alliance idea to become bogged down in heavy-
handed state bureaucracy.

It accused the Alliance of playing into the hands of extreme leftists by “stir-
ring up social bases in our countries™ and then showing no results.
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BUDGETARY RECEIPTS

What is the population of all Latin American countries?

M-r. Moscoso. 200 million people.

Mr. Passman. And the total amount of budgetary receipts was
about $8 billion-plus, and that covered all types of recei pts.

Mr. Moscoso. That is the Central Government.

Mvr. Passman. We just would not want the record to show that they
are getting ready to pay off all the public debts with the relatively little
bit of increased revenues that have been received down there.

TRANSFER OF U.S. DIPLOMAT FROM CHILE

Mr. Axprews. Now, Mr. Ambassador, I am looking at a news story
by the Star staff writer, Earl H. Voss, in the Star, dated the 5th of
April 1962, in which he says:

Chile has forced the transfer of a U.S. diplomat who pressed in private con-
versations for economic and social reforms to make aid under the Alliance for
Progress more effective,

Are you familiar with that situation ?

Mr. Moscoso. Yes, sir.

Mr. Axprews. Mr. Chairman, I would like to insert this in the
record at this point.

Mr. Passman. It will be inserted in the record at this point.

(The article follows:)

[From the Evening Star, Apr. 5, 1962]
U.S. DrrroMmaT Forcep To Ger Our ofF CHILE
(By Earl H. Voss)

Chile has forced the traunsfer of a U.S. diplomat who pressed in private con-
versations for economic and social reforms to make aid under the Alliance for
Progress more effective.

Lawrence Elsbernd, second secretary of the U.S. Embassy in Santiago, and a
specialist in economie affairs, has been transferred to Washington. He is ex-
pected to be reassigned to Argentina.

It was the first reported case of official resistance by a Latin American country
fo the Alliance for Progress “strings” attached to U 8. aid.

The Chilean Government demanded Mr. Elsbernd's transfer after Communist
newspapers and radio stations reported conversations he had with two stock
exchange brokers,

UNITED STATES CHARGES DISTORTIONS

Washington officials emphasize Mr. Elsbernd was not declared persona non
grata, as the Communist radio station, Emisoras Nuevo Mundo, indicated.

The Chilean request for the second secretary’s transfer, officials here said, was
“based on exaggerated and distorted reports of a conversation held in confidence
in embassy offices in discharge of official duties.”

In view of the problem in Chile and the aims of .S, policy there, however,
“we are getting a new second secretary,” one official here said.

PART OF PROGRAM

Requirements for land and tax reform and other economic and social im-
provements are part of the Alliance for Progress program and are included in
the charter of Punta del Este, approved by the Organization of American States,
officials here pointed out.

Secretary of State Rusk acknowledged today the general proposition that any
significant American foreign aid program involves a measure of intervention
in the recipient country’s internal affairs.
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“It does involve intervention,” he told the Senate Foreign Relations Com-
mittee in commenting on the general problem, unrelated to any specific country,
“but we are trying to work this out by agreement with the governments con-
cerned so that we are together on the needs and methods for economic develop-
ment."”

The United States actually has been encouraged with Chilean moves toward
reform.

BILLS BEFORE CONGRESS

An agrarian reform bill is before the Chilean Congress. The Cabinet is con-
sidering a tax law to raise needed Government revenue.

Chilean Foreign Minister Carlos Martinez Sotomayor ealled in the American
minister counselor, John Joseph Hova, to request Mr. Elsbernd’s transfer.

Emisoras Nuevo Mundo gave this account of Mr. Elsbernd’s conversation
with the two stockbrokers :

The two Chileans came to Mr, Elsbernd to ask about the U.S, aid program
to Chile and the date of arrival of funds voted by Congress,

Mr. Elsbernd said the funds would be provided after Chile presented complete
plans for reconstruction and development and “statements of account” for such
items. Chile could in no case use the funds to ease balance-of-payments
problems.

DISASTER FUNDS INVOLVED

Mr. Elsbernd reportedly told the two brokers that $27 million of the $100
million loaned to Chile after its big earthquake have been handed over and
that the balance would be withheld until Chile presented an accounting of
reconstruction expenses.

The American diplomat was said to have been pessimistic about future
American investments in Chile, especially in copper, because of the lack of
guarantees against expropriation and tax demands on foreign firms, which, he
reportedly said, were the highest in the world.

The Communist radio said Mr. Elsbernd had characterized as “deficient”
Chile’s planned agrarian and tax reforms, thus making U.S. aid more difficult.

Mr. Elsbernd is said fo have complained that responsibility for correcting
reform programs was shifted from ministry to ministry without anvone bothering
about them.

Communist newspapers and radio reported Mr. Elsbernd had said the United
States is not interested in “bailing out” all Latin countries since two or three
small countries to be dominated by “ultra-Communists” might be a lesson for
other more important countries,

American officials said Mr, Elsbernd merely had cautioned his interviews to
remember the opposition of Congress and American publie opinion to waste
of American aid funds and their interest in strict criteria for expenditures.

The brokers reportedly asked Mr. Elsbernd whether he would invest his
own money in Chile. Mr. Elsbernd is said to have answered he would prefer
“any other type of investment such as mutual funds, as they are called in the
United States, before investing money in Chile, because of the risks that the
investor runs in a country of this type.”

REFORM MEASURES TTED TO ASSISTANCE FOR CHILE

Mr. Moscoso. This is a very delicate situation because we have made

a_condition of our assistance to Chile.

Mr. Axprews. That is what T asked you about. Tt all goes back
to that conference at Bogotd 2 years ago where as a condition preced-
ent to our helping those countries they would take certain affirmative
actions in two fields, land reform and tax reform.

Mr. Moscoso. Yes, sir. It so happens, Mr. Congressman, that in
the case of Chile, we agreed to assist them on a program, a financial
program, provided that they would adhere to the Alliance for Pro-
Iress measunres.

Mr. Axprews, That same thing applied to all countries.
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Mr. Moscoso. But in this particular case it was specific. One of
the difficulties that we find in Latin America is that in generic terms
they will accept this Act of Bogotd pledge. When it comes time for
specific financial projects or financing, however then they feel—or
the opposition makes it appear—that they are bound to the U.S. de-
mands. This is used, of course, by Communist elements, leftists, et
cetera, to say that the country is losing its sovereignty and that they
are being forced to do things in order to be able to get this assistance.

(Off the record.)

Mr. Axprews. All that has been done in Chile is to have bills in-
troduced that have not become the law?

Mr. Moscoso. That is correet, sir.

U.S. RECOMMENDATIONS ON TAX LEGISLATION

Mr. Axprews. They have stepped up their tax collection modestly ?

Mr. Moscoso. That is right. As a matter of fact, we are recom-
mending in many instances that some of these countries, where they
have difficulties in getting changes to their taxes through their legis-
latures—and mind you, in some countries they have about the same
dificulties we have here: we have been having trouble getting rela-
tively minor amendments to our tax bill approved; it has taken al-
most 2 years and we have not gotten it yet—we have recommended that
they immediately look into the possibility of improving implementa-
tion of their present tax laws. In most instances where they have ac-
cepted the recommendation, the results have been rather surprising
to them. For instance, in the case of Argentina, in the first 8 months
of 1961, the increase in taxes was 44 percent. This was primarily
due to the fact that Mr. Caplin and the Treasury Department gave us
personnel to teach the Argentines how to handle tax collections better.

Mr. AxprEws. You mentioned 6 countries out of the 19 who have
at least introduced bills in the legislative bodies to carry out these
reforms. What others are there?

Mr. Moscoso. Mexico, Honduras.

Mr. Axprews. What have they done?

Mr. Moscoso. Panama.,

TAX IMPROVEMENTS IN MEXICO

Mr. Axprews. Tell me about Mexico. What changes have taken
place?

Mr. Moscoso. In the case of Mexico new rates and new schedules
for income tax and improved administration have resulted in 1962
in an inerease of $68 million.

Mr. AxprEws. From what?

Mr. Moscoso. Inthe tax revenue. Income fax.

Mr. Axprews. What was it before the $68 million addition was
made?

Mr. Moscoso. It isan inerease of 6.6 percent over 1961.

Mr. Axprews. Do you think that is due entirely to our prodding
them into reforming their tax collections?

Mr. Moscoso. I did not get the question, sir.

87948—62—pt. 3——10
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Mr. Axprews. I said, do you think that is due entirely to our inter-
vention and our insistence that they collect more taxes?

Mr. Moscoso. No; I would not want the Alliance to take credit
entirely for this. This total increase cannot be credited to that.

LAND REFORMS

Mr. AxprEws. What have they done with reference to land reform ?

Mr. Moscoso. In the case of Mexico since 1921 Mexico has had
probably the vastest land reforms program in the world, perhaps out-
side of Japan, where it was drastically imposed right after the war.

The land reform program in Mexico has gotten a new impetus with
President Lopez Mateos. Just recently he announced that over 4
million hectares had been distributed in small parcels. That is a
continuing program and it is the oldest that I know of in the Western
Hemisphere.

Mr. Axprews. You feel Mexico is living up to the agreements made
at Bogotd ?

Mr. Moscoso. Yes, sir.

Mr. AxprEws. What is the next country ?

CONDITIONS SET FORTH IN ACT OF BOGOTA

Mr. Mirer. In order to clarify the Act of Bogoti, Mr. Andrews, it
ismy under standing that the undettakm;_m in the Act of Bogotd, itself
were for each country to examine their legislation and institutions in
certain fields, and the clear implication was that they would improve

them. The main fields were the fields you stated, tax reform and land
reform legislation. There were, however, othel fields which were
involved.

Mr. Axprews. We are limiting it to these fields of tax and land
reform.

Mr. Mimrer. They were to examine these fields with the impli-
cation that they would improve them, although there was no
a[)emhr condition precedent, that they would have to achieve nor any
certain level, they were to work toward this result.

Mr. Passaan. Will the gentleman yield ?

Mr. Axprews. I yield to my chairman.

ASSURANCE OF NO AID BEFORE REFORMS

Mr. Passaman. If you will read the hearings and read the assurances
given by the distinguished chairman of the Foreign A ffairs Committee,
vou will find that it was stated repeatedly and emphatieally, that no
money would be given, no money would be asked, until they had
hronght these reforms into being.

Mr. Axprews. That l‘-n]]'l\']l"l"()”l‘l"fll’)]'l

Mr. Passyan. Based upon that assurance, the bill was passed with-
out a rolleall, but the administration lmnwdl'l!elv began clamoring for
an appropriation. The Congress, for reasons that you nntlmkhmd as
well as I do, approved the appropriation. They started entering into
contracts and making allocations before any reforms were made.

Mr. Mitrer. Mr. Chairman, my recollection of the sequence of
events was that prior to the Act of Bogotd the authorizing act for the
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$500 million was passed, that there were then hearings subsequent,
held in the spring of 1961 for the appropriations. At that time my
recollection of the hearings was that the committee was informed, as
was the Senate Appropriations Comm ittee, of the act;

Mr. Passman. What Appropriations Committee?

Mr. Miier. The Senate Appropriations Committee, I think, is the
title—at that time both committees were informed of the contents of
the Act of Bogotd and the Act of Bogot4: says in chapter 1 that the
undertakings are of each of the signatories thereto tllmt they shall
examine in certain fields their institutions and legislation which is
involved ; that the clear implication from the act at the Bogota con-
ference was that they would improve their legislation.

Mr. Passman. Let me read just what Chairman Morgan of the
House Foreign Affairs Committee said. You will find it on page 3
of the Inter- American programs for 1961, I quote :

Mr. MoreaN. These programs 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 specifie
reforms worked out and justified in detail, and even more important that these
programs will have to be accompanied by basic legislation and institutional re-
forms in such matters as tax structure, land tenure and legal procedure in order
that new facilities provided under these programs may produce the benefits
which are intended.

Furthermore, if the gentleman will go to Mr. Morgan’s statements
in_the Congressional Record, on the floor of the House, he will cer-
tainly see that again and again and again we were told that they
would not ask for any money until these reforms had been accom-
plished. But the pressure from downtown became so great, and for
reasons with which you should be familiar, the Committee on A ppro-
priations brought out the bill intact and passed it.

Mr. Mo~nToya. In the hearings before our Appropriations Subcom-
mittee, it is clearly reflected in unambiguous language that that was
the procedure that would be followed before any allocation of funds.
Our hearings also reflect the excerpts from the record of the author-
1zing legislation and excerpts from the Congressional Record denot ing
just what Mr. Morgan’s assurances were to the membership.

Mr. MitLer. Could I ask that the chairman’s reading be corrected
in one minor respect? He used the word “reforms” T believe to be
worked out and it should read, reading from page 3 of the testimony,
“should have specific programs worked out.” I did not mean to sug-
gest, Mr. Montoya, that there was not going to be a step-by-step work-
ing out of the programs of social and economic reform in the Latin
American countries. T just wanted to make certain that it would not
appear that the Act of Bogoti itself established conditions precedent.

Each country had to reach some certain level or have a complete tax
reform system or complete land reform but they wonld work overtime
in step-by-step procedure.

Mr. Passyan. Did you attend the hearings on this bill?

Mr. Miuier. Yes, I did.

Mr. Passmax. Did you attend the House Foreign A ffairs Commit-
tee hearings?

Mr. Mirer. No, I did not.

Mr. Passyax. Why do you not read Chairman Morgan’s statement
and his assurances to the House ?
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Mr. MoxToya, There was also a very definite assurance given to our
committee that no commitments would be made, no allocations of funds
would be made unless these countries could come in and prove and
show as a condition precedent that the reforms contemplated by the
agreements in the Conference at Bogotd had been already enacted into
law.

The principal reforms were income tax or revenue reforms and
agrarian reform. These two things, among others, would be condi-
tions precedent to the granting of any loan under the Alliance for
Progress.

The program now certainly reflects that the commitments which
we in turn made to the House of Representatives in justification for the
appropriation have certainly not. been kept.

REVIEW OF COUNTRIES HAVING INITIATED REFORM LEGISLATION

Mr. Moscoso. Mr. Montoya, I would like to mention that since July
1961, up to April 1962, which is the report that I have here, the follow-
ing countries have taken the following tax reform measures.

Mr. Axprews. All right. You got down through Mexico. 1 was
going to ask you about each one of them.

Mr. Moscoso. We were doing that, Mr. Andrews. We will go over
them briefly and quickly again : Bolivia, which I mentioned, improved
administration, an increase of $7 million: Brazil, improved adminis-
tration, $10 million; Chile, improved administration, $24 million;
Colombia, improved administration, plus a new income tax law,
which was approved, but has not been reflected yet in the increases be-
cause it was approved only in November, $10 million; Cost Rica, $2
million in the new tax ; El Salvador, income tax and new tax on shrimp,
$2 million ; Guatemala, improved enforcement, $2 million ; Honduras,
improved collections, $3 million. In the case of Honduras, this repre-
sents 8.1 percent of their national revenues, Mexico, the new rates and
schedules we mentioned a moment ago, $68 million, 6.6 percent of the
national revenues; Nicaragua, new taxes, $1 million: Panama, revised
taxes, improved administration, $8 million; Paraguay, improved en-
forcement, $2 million, 7 percent; Peru, new taxes, $10 million;
Uruguay, $9 million, improved collections; and Venezuela, new taxes,
higher tax rates on withholding, $30 million.

COUNTRIES NOT ENACTING REFORMS

Mr. Axprews. How many countries are listed there ?

Mr. Moscoso. Fifteen. Some have not complied. For instance,
Haiti has not.

Mr. Axorews. Four have done nothing; is that right?

Mr. Moscoso. That is right. In the case of Argentina, which is
not included here, I did not give you the ficure because it was not in
the report. There we have been working with the Argentine Gov-
ernment, for the past 2 years. As I mentioned, Mr. Caplin, of the
Bureau of Internal Revenue, has been giving us the technical assist-
ance. There has resulted a substantial inerease in revenue, too.

Mr. AxpreEws. In Argentina?

Mr. Moscoso. Yes,sir,




Mr. Axprews. What have they done about land reform in Ar-
gentina ?

Mr. Moscoso. In Argentina land reform is a very debatable issue,
as you know,

Mr. Axprews. I assume it is all over South America?

Mr. Moscoso. In this case the amount of available land is consid-
erable and the Argentina’s economy is based on extensive agriculture
and hte breaking up of land into small plots would reduce consid-
erably the productivity.

Mr. Axprews. What are the countries that have done nothing in
either the case of land or tax reform #

Mr. Moscoso. Haiti is one of them.

Myr. Axprews. Has Haiti received any aid under this program ?

Mr. Moscoso. Yes, sir; under supporting assistance.

Mr. Axprews. How about development grants?

Mr. Moscoso. Off the record.

( Discussion off the record.)

Mr. Passyman. Will the gentleman yield ?

Mr. Axprews. Yes, sir,

ANTICIPATED REVENUE INCREASES

Mr. Passman. Those figures that you enumerated deal with the
anticipated increased revenue, not the actual; is that correct

Mr. Axprews. Estimated 1962 increase in revenue from July 1 to
April 1962.

Mr. Passman. Those are projected estimates. You are not dealing

with actualities, are you ?
_Mr. Moscoso. These are the reports that we got from our missions,
sir.

Mr. Passman. Mr. Ambassador, I merely asked you a question.

Mr. Moscoso. That is right.

Mr. Passaan. Are you dealing with projected hopeful estimates
as to what will come in, rather than with actual receipts?

Mr. Moscoso. That is right.

Mr. Passaan. Let the record show that during fiscal year 1960
approximately $8 billion-plus was anticipated whereas the tax col-
lections in 1960 amounted to about $7 billion-plus. Is that state-
ment correct, sir?

Mr. Moscoso. I donot know, sir,

Mr. Passaan. Get the facts out of your records.

When you put it all together, the budgetary receipts plus what we
have given them, you still wind up with about $40 per capita for the
country.

Mr. Axprews. Mr. Ambassador, vou said Honduras was one of the
countries that had done nothing.

Mr. Moscoso. No, sir; Haiti. I am sorry if I said so. I think it
was Haiti.

Mr. Axprews. What are the other three? Ts Argentina one?

Mr. Moscoso. Argentina has done it but it was not included in this
report because it did not come in from the mission. That is the one
that the information I got was from the people who have been doing
the technieal assistance work there.
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Mr. Axprews. All right, then, the third that has taken no action.

Mr. Moscoso. The Dominican Republic was not ineluded in the
list. They have already——

Mr. Axprews. That cuts you down to three that have taken no ac-
tion: is that right ?

Mr. Moscoso. We are waiting in the case of Ecuador. In the case
of Ecuador, the income tax law was approved 2 days ago to be precise.

Mr. Axprews. Since the President came up here ?

Mr. Moscoso. So really the only one who has not performed is Haiti.

AID PROGRAM IN HAITI

Mr. AxpreEws. According to your book, on page 95, in 1961, which
was the fiscal year of the Bogotd Conference, Haiti got a total under
this program of supporting assistance and grants of $13.5 million:
is that right ?

Mr, Moscoso. You are right.

Mr, Axprews. In 1962, $13.3 million ?

Mr. Moscoso. Right.

Mr. SterxFeLp. The $13.3 million did not come through just be-
rause they did not perform these reforms.

Mr. Axprews. Your chart on page 95 shows that,

Mr. Moscoso. This was prepared before we had completed our
final program.

Mr. Axprews. How much did Haiti get in fiscal 19627

Mr. Moscoso. $25,000 in development grants and $7,093,000 in sup-
port assistance. A total of $7,118,000.

Mr. Axprews. What do you have planned for them in 1963 ; — 1

Mr. Moscoso. Yes; ——.

May I go off the record ?

(Discussion off the record.)

COMMUNIST TRAINING SCHOOL IN CUBA

Mr. Axprews. I read in the paper several days ago that the Cubans
are running a school for spies, or diplomats.

Mr. Moscoso. That is right.

Mr. Axprews. They are sending them out from that school at a rate
of about 200 or 300 pel'iodi{'allyi following graduation from the school,

and they are sending them back into the countries below the border.

Can you tell us anything about that school, and what effect those
graduates have when they return to their homeland ?

Mr. Marriy. We do not have details on the school. We do know
substantial numbers of young people from various Latin American
countries are recruited by the local Communist parties, given scholar-
ships, sent by various routes, some devious, to Cuba and are given
traming in communism and propaganda, and some of them probably
in guerrilla warfare and street fighting and they find their way back.

Mr. Axprews. Sabotage and espionage?

Mr. Magrrin. Yes. Ithink espionage is not so important as sabotage
and guerrilla activities,

This is a matter for concern. We have been discussing with a num-
ber of governments the problem. It is a very difficult movement to
control, some of the governments do have relations with Cuba.
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As far as T know, there are no governments that have been able to
take the kind of action that would absolutely preclude this sort of
travel. We are keenly aware of it.

Mr. Axprews. I think it poses a very serious threat.

Mr. Magrrin. It can. It is not very many people scattered all over
Latin America, but a relatively few people can cause you a lot of
trouble.

Mr. Axprews. That is all, Mr. Chairman.

Mr. Passman. Mr. Natcher?

BENEFITS FROM AID PROGRAM IN LATIN AMERICA

Mr. Narcner. Mr. Ambassador. what benefits, if any. have we
received from our foreign aid program in Latin America during the
past 3 years.

Mr. Moscoso. For one thing, 1 think we have been able to avoid
any other “Cubas”™. I think that is something we can partly attribute
to the program.

For another, sir, the amount of goods that we have been selling
to Latin America—though they have not increased, as the chairman
very well pointed out, primarily due to the fact the terms of trade
of the Latin American countries have suffered so much

Mr. Passman. Did we not agree yesterday that one of the reasons
our exports had dropped was on account of the high price they have
to pay for American commodities?

Mr. Moscoso. I did not say that. What I said was, compared to
what they sell

Mr. Passmax. I think all present remember that you did so state.

Mr. Narcuer. What was your last statement in answer to my
question ?

Mr. Moscoso. Your question was, if I recall it, What advantages
have the United States derived? T was saying the aid program had,
to a considerable extent, helped in reducing the impact of the drop
in [1.S. exports to Latin America that would have taken place because
of the reduced prices that Latin Americans were getting for the prod-
ucts they were selling. That undoubtedly has been of great, assist-
ance to them.

The other thing T think we have gotten is undoubtedly a much
closer feeling between the United States and Latin America, that
we have a common destiny. I believe the people who have been for-
tunate enough to witness the receptions given to President Kennedy
in Latin America will attest to it. At least in the vears I have known
Latin America, never has there been such a feeling of solidarity be-
tween the countries of Latin America and the United States. I attrib-
ute it particularly to the President’s sponsorship and espousal of the
Alliance for Progress.

ATTITUDES OF YOUNG PEOPLE IN LATIN AMERICA TOWARD ALLIANCE FOR
PROGRESS

Mr. Narcner. Has there been any change in the attitude of the
young people in Latin America generally toward this particular pro-
gram and to some of the policies that we have attempted to establish
m Latin America during the past few years?
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Mr. Moscoso. There have been some changes, not all of those that
I would like to see, or any of us would like to see—I am sure Secretary
Martin agrees. There have been some changes.

In the case of Argentina, the Communists dominated the student
unions. As you know, the universities are very politically minded.
They form groups which split along political lines, and in the case
of Argentina, the unions of the University of Buenos Aires were pre-
dominantly Communist dominated. That is not the case today.

In the case of Venezuela, the faculty of the university which re-
sponds in part to the student body, which was also Communist domi-
nated, has now become predominantly democratic dominated.

Mr. Marrin. I happen to have a telegram in my pocket which ar-
rived today from Honduras:

Demoeratie student organization resoundingly defeated Communist-dominated
organization in student elections yesterday. The vote was 904 to 686—218
vietory margin compared with 11-vote margin last year. Non-Communists won
comfortably in all faculties except economics. Last year the Communists fook
all faculties except general studies. Newly elected president of the non-Com-
munist group studied 1 year at an American university as U.S. grantee in 1955.
The new secretary general was one of 12 student grantees in the United States
in April and May.

The President called me last night to consult me and to receive my
congratulations on this.

The Embassy has been active with university students, and there
has been an American priest, Father Fisher, who has been very active
and helpful. There are an increasing number of instances of that sort.
T was there 2 or 3 weeks ago. They were very worried about the out-
come. They won a very decisive victory.

CHANGING ATTITUDES OF LANDOWNERS

Mr. Narcrner. From time to time you see in the newspaper and by
television that some of the landowners in certain sections of South
America in particular are taking a little better care of the people they
have on their plantations and the people that work for them in their
husinesses.

Has there been any change in certain of the countries in South
America pertaining to the people generally from the standpoint of
assistance from the landowner and the one in charge ?

( Discussion off the record.)

Mr. Narcuer. Is there any change in the attitude of the wealthy
people there generally, those people we consider the wealthy people?

Mr. Moscoso. T would say there has been generally a change in
attitude. TIn some countries more than others.

One of the countries which T happen to know the best is Venezuela.
There is undoubtedly a decided change in the attitude. Whereas phi-
lanthropy was almost unknown in Latin America, in Venezuela quite
a number of philanthropic foundations have been founded, some to
undertake housing, low-cost housing at no profit whatsoever, others
to provide books for the children in school, others to provide infant
care, and so forth.

Once you get two or three of the prominent members of the leader
class in the country to become aware that this is the 20th century, that
they simply cannot forget their responsibilities of human solidarity,
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and so forth, you get a forward movement in social development rather
fast in some of the countries.

In other instances, sir, I am sorry to say, there is still not as much
advance as any of ns would wish. "It is going to take a little bit of
time because social changes which are never finished do take some time
to perform. The important thing is—are they starting to make them
and are they moving forward?

“DECLINE OF DEMOCRACY"

Mr. Narcrer. Mr. Ambassador, did you happen to see the editorial
that appeared in Monday’s issue of National Observer?

Mr. Moscoso. I did not see it.

Mr. Narcuer. This editorial pertained to the mutual security pro-
gram generally and it went into detail somewhat concerning the dicta-
torships we have now in the world and in some countries where we
have rendered considerable assistance in the mutual security program.
The title of this editorial is “The Decline of Democracy.”

Mr. Chairman, with your permission, I would like to read a para-
graph or two of this,

Mr. Passman. Please do so.

Mr. Narcuer. Mr. Ambassador, one or two of the paragraphs of
this editorial are as follows:

It often seems that the prospects of popular government in this world are
getting dimmer by the week. Not only do hundreds of millions of people live
under the Communist yoke, more and more nations that have tried democracy
are regressing to some form of dictatorship.

Just last week the Peruvian armed forces did the expected, After weeks of
hassling among the political parties in the wake of a seemingly free but incon-
clusive election, the military seized power and established a junta. The U.S.
Government promptly expressed its disgust by suspending diplomatic relations
with Pern, issuing a White House statement denouncing the action, and halting
practically all aid to the country.,

Similarly, military goings on occurred in Argentina a few months ago, and
today that country has a civilian President who is little more than a puppet.

This editorial, in addition, points out conditions in Ghana and cer-
taim ot h(‘l' countries \\'Il]t‘]l we must ﬂf.lllllf are true.

CHANGING POLITICAL ATTITUDES IN LATIN AMERICA

Speaking of dictatorships, as far as Latin America is concerned,
do you feel at the present time that this program that we have under-
way insofar as mutual security is concerned is assisting not only our
Government, but the other free countries of the world from the stand-
point of lessening this danger in Latin America?

Mr. Moscoso. Mr. Natcher, this program, as you are well aware—
because you gentlemen have had quite a bit to do with it—states that
reforms shall be undertaken. We, in our agency, are serious about
this. We are striving hard to obtain those reforms. They will come
slowly, but they are coming. Every time social reforms are under-
taken, there are bound to be upheavals. T believe that in the case of
Latin America we are going to see some setbacks.

Now we have had forward-moving representatives democracies over
the past few years. Perén was deposed as a dictator. Also Rojas
]’illih:l. in Colombia. Perez Jiminez in Venezuela was deposed. So
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we do have the typical pattern of advance and progress. You move
forward somewhat, and then you regress a bit, and then you move
forward again,

In the case of our particular program, I think that the financial
assistance that we are giving these countries is going to consolidate
democracy. Tt is going to make for less political upheaval; but at the
same time the reforms that have to take place are going to be resisted
by certain groups. Therefore we must expect a certain degree of
tensions.

Mr. Marrin. May I add a point?

I suspect it has been a rare occasion in Latin America when a mili-
tary group has seized power and felt compelled, as almost its first act,
to announce when it is going to hold free elections, or permit them
to be held. This was the case in Argentina. The civilian government
at a very early date announced its plans for free elections. In Pern
they have already fixed the date. Tt is further away than I would like,
but they have fixed a day for free elections and announced very firmly
the military will not run, or be candidates, but it will be the political
parties.

In Argentina, they have gone so far as to say no military man, or
military person retired within 2 years, can run for any office in the
Argentine elections. This is not customary in Latin America. There
is a new spirit,

Mr. Moscoso. The Secretary and T were commenting on the way
to Mexico about the fact of the tremendous efforts made in Argentina
to maintain the constitutionality of their actions. We have never
seen anything like that in the history of Latin America. The efforts
were tremendous,

DISRUPTED RELATIONS WITH PERU

Mr. Ruobes. You still broke off diplomatic relations with Peru?

Mr. MarTin. We did so before they took these steps, and we feel
our actions have been a considerable incitement to them to maintain
civil liberties, to minimize arrests, and announce free elections.

Mr. Ruopes. According to the morning papers, at least two of the
three factions down there have now gotten together and the United
States stands alone.

Mr. Martin. The United States has not much support within Peru,
but it would be incorrect to say we stand alone in the hemisphere.

Mr. Ruooes, Who else broke relations?

Mr. MarTiN, Everyone except Haiti and Portugal, and several have
broken relations which we did not do. We merely suspended. None
of the important European powers, or Canada, or

DELAYS IN ALLTANCE FOR PROGRESS

Mr. Narcuer. Do you feel encouraged over the situation in Latin
America?

Mr. Moscoso. Yes, T feel that in the long run we can be optimistie
about it. T think that in the short run we have been slow in getting
the program started. T am sorry to say the expectations of rapid
movement. were built up too quickly. The ATD agency, as you know.
underwent a tremendous reorganization. New responsibilities were
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put ulpun its present ones. There was a substantial change in per-
sonnel. There was a complete change and turnaround in its philoso-
rh_\'. All of these things have slowed down the progress we would
ike to have made.

Mr. Narcuer. I always have believed, and especially in the last
several years, that a number of families in Latin America have
caused more trouble in Latin America than anything I could name.
A number of them now live in France, as you know, and they are
in England and other places, and assets have been withdrawn from
Latin America. T think that is good because personally I believe
a number of these families have caused considerable trouble in Latin
America.

Mr. Chairman, I will say to you in all frankness, T am not at all
alarmed about some of the money that has been withdrawn by certain
of these families because they had no interest in Latin America of
the kind we would like to see them have.

Mr. Moscoso. That is right.

Mr. Narcuer. T think that situation has been right serious in the
past.

I[f a number of those people who expect the people generally to
remain peons or slaves move out, I think it would help Latin America.

Mr. Marrin. May I add another comment on whether I am en-
couraged or discouraged ?

IMPROVED CONDITIONS IN CENTRAL AMERICA

I am just back from a 12-day trip through the five Central Ameri-
can countries and Panama.

In every one of those countries there is a spontaneously organized
group of younger businessmen, plantation owners, or sons of planta-
tion owners, who have gotten together to see what they can do about
modernizing their country in the framework of the Alliance for Prog-
ress objectives and the promotion of better opportunities for private
enterprise in relation to the state and in relation to inefficiency and
corruption.

I think this is an enormously healthy sign, not only because T
like their objectives, but also because—on the whole—this is a aroup
that has stood aloof from politics. They felt it was beneath them
to engage in politics. We desperately need these kinds of people
to become interested in the question of government. T think this is
f Very encouraging sign.

They are now beginning to get in touch with each other in the
various countries and exchange ideas.

Secondly, T went out through the countryside a bit, and T was
most impressed by the peasants, who were given a chance to get to-
gether and do something for themselves which had never occeurred
to them they might. They always depended on the central govern-
ment. They seized this opportunity. They have gone to work and
worked hard. They have built schools, dug wells, built houses. with
a little outside help, with a little organization. and now they have
finished these and they wonder what else they ean do for them-
selves,

This is what the Alliance for Progress has to do if it is to sue-
ceed, mainly, that these people get out and do for themselves. We




are junior partners. They have to do the bulk of it. The spirit
is there if someone can just put the spark to it.

Mr. Moscoso. And it has to be the local political leadership that
hasto do that.

Mr. Narcuer. Thank you, Mr. Chairman.

Mr. Passaax. There is a limitation on our resources and a limita-
tion on our ability to generate money to make available these funds.
There is very little proof that we are not pouring it into a bottom-
less pit. If we do not face up to the realities, we are going to be
in very serious trouble.

EXPORTS TO LATIN AMERICA

We felt encouraged that by this extensive aid program for Latin
America, we could substantially increase our exports. But, in fiscal
vear 1957 our exports to Latin America amounted to $3,960 million.
The total dropped to £3.538 million in 1958, and on down to $3.254
million in 1960, while in 1961 it was only $3.366 million.

Now, let us take a look at other nations that are selling commodities
to Latin America. In 1957 that total was $4.5 billion. It dropped to
$4,100 million in 1958. It held its own, at $4.1 billion, in 1959, and
went up to $4.5 billion in 1960.

During those same years, we had an aid program—in 1957, $642 mil-
lion; 1958, $377 million; 1959, $621 million; 1960, $380 million, and
1961, $981 million.

The record will speak for itself.

How many laws do you know of that have been passed in Latin
America since the Bogotd Conference that would increase taxes?

Mr. Moscoso. May I say something?

Remember, you have to put this in context in the drop of the prices
of the products these countries export.

Mr. PassmaN. You will notice that our exports went down to about
$3.2 billion, while Latin American purchases from other nations of
the world went up to $4.5 billion.

Mr. Moscoso. Only in 1 year has that happened.

T think that is primarily because the prices of the products they ex-
ported were too low.

Mr. Passmax. It does not make any difference. They were able to
buy from other nations $4.5 billion, and from the United States only
£3.2 billion.

SPECIFIC TAX LEGISLATION

Anyway, how many tax laws, specifically, have been put into effect ?

Mr, Moscoso. The record I have here, Mr. Chairman, indicates there
have been improved administration

Mr. Passman. I am not talking about improved administration. I
am talking about tax laws.

Mr. Moscoso. In Colombia, El Salvador, Mexico, Nicaragua, Pana-
ma, Peru, and Venezuela, the Dominican Republic, and Ecuador.

Mr. Passman. How many is that?

Mr. Moscoso. Eight.

Mr. Passmawn. Insert in the record a statement on what kind of
taxes were increased, and then go back to your statements as to the
amount of money that was brought into the treasuries of the countries
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during the time the aid program was increasing substantially. Then
do your subtracting so you can ascertain whether or not they had an
increase in actual taxes collected from the people, or whether or not
it was budgetary support and ecash transaction support and balance-
of-payments support we gave to them.

FTge information follows:)

LAWSs INCREASING TAXES IN LATIN AMERICA

A number of tax laws have been enacted in the different countries of Latin
America since the act of Bogotd. (The act of Bogoti was signed September
13, 1960.) The identification of the laws enacted and of the countries enacting
the laws is as follows:

A, MAJOR TAX REFORM
1. Measures enacted

Argentina—A tax reform bill of wide coverage was passed in February 1962,
affecting income, sales, and other taxes. It is considered as a major first step
in the complete reconstruction of the tax system. The law has been further
implemented by a resolution, effective August 1, which materially strengthens
tax administration procedures.

Bolivia—In June 1961, a revised Customs Code was enacted. The first of a
series of basic revisions in the tax structure of the country, it was enacted
firstly because of the primacy of customs in the Bolivian revenue system.

British Guiana.—The tax system revisions enacted in British Guiana in 1962
represent i series of tax revisions, primarily in the income tax, that incorporate
the latest features of the most advanced tax systems.

Colombia.—A basic series of tax proposals elarifying and codifying aspects of
the tax system was enacted into law on December 22, 1960. The clarification
involved was in itself a major accomplishment. The minimum income tax
rate on corporations was raised from 31.75 to 36 percent and that on individuals
from 48 to 51 percent. Structural changes in the law were also made.

Dominican Republic.—A new income tax law, effective July 1, 1962, establishes,
in addition to many other changes, more progressive rates on individnals. The
income of business firms is taxed at a progressive rate with a top bracket
of 38 percent on profits in excess of $60,000.

Bl Salvador.—Decree No. 300 of September 19, 1961, was a major effort on
the part of the then directorate Government to achieve progressive and complete
tax reform under Alliance standards. The top income tax bracket, for example,
was placed at 76.5 percent. Corporate income was taxed at graduated rates
up to 15 percent. Administrative matters were also specifically covered.

Meaico—A series of enactments, effective January 1, 1962, have affected the
various tax laws of the country. Criminal penalties were initiated. A number
of its income tax provisions were simplified. Thus, a progressive surtax with a
top rate of 15 percent on total taxable incomes in excess of $14,400 was provided
for. Gains on sales of land for buildings were made taxable at varying rates.
Other structural changes were included. As a result of these and other tax
reforms, $68 million will be added to the national revenues in 1962 over 1961
collections.

Nicaragua—During the last week of June 1962, six new tax measures were
enacted info law in implementation of a far-reaching tax-reform program.
The program was designed to meet Alliance for Progress standards. The rate
of taxation on real and personal property was materially increased. Other
changes were made in the income and inheritance tax laws affecting such
property and in the income tax generally. Incomes in excess of $71,430 are now
taxed at a rate of 35 percent.

Panama~—Tax reform legislation was passed, effective January 1, 1961, af-
fecting the income tax, the urban realty tax, the stamp tax and other taxes,

It was designed primarily to raise at least $2 million of additional revenne. In
addition, a second major reform updated the income tax and was expected to
raise another §5 million in 1962 (over 1961 collections). The law also provided
for improved administration. It included the establishment of procedures for
the enforcement of penalties dealing with fraud and tax evasion.

Uruguay.—An income tax was enacted for the first time in the history of the
country ; it became effective July 1, 1961. Under the same law, other important
changes in the tax system were achieved. Taxes were simplified in many areas,
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and sales tax rates were raised 8 percent. A law enacted in December 1961
weakened some of the income tax provisions, but the general scope of the overall
reform was allowed to stand.

Venezuele—Two major reforms were enacted in 1961—the first in February
and the second in June. The expected revenue increase on a permanent basis
is $22 million a year. Top inheritance and gift tax rates were inereased from 30
to 55 percent, tax incentives were introduced, and major income tax changes were
made. A feature of the changes was the introduction on a broad basis of the
withholding and pay-as-you-go tax mechanisms,

2. Measures in legislative process and nearing enactment
Brazil, Chile, Ecuador, and Guatemala.

B. MISCELLANEOUS SUBSTANTIAL INCREASES IN TAXES

1. Measures enacted

Argentina (miscellaneous actions designed materially to increase revenues in
order to meet fiscal erises).

Costa Rica (miscellaneous actions designed materially to increase revenues in
order to meet fiscal crises).

Guatemala (1962 decree substantially increasing tax yield from real estate).

Nicaragua (withholding system with respect to income from agricultural pro-
duets ; miscellaneous increases in indirect taxes).

2. Measures actively pending

Honduras (proposed imposition of 20 percent surcharge on incomes in excess
of §5,000).

The following table for 1959, 1960, 1961, and, in some cases, 1962, illustrates
the correlation from a budgetary standpoint of domestic revenue figures and
foreign aid receipts.

In the table, the first column is a composite fizure that shows the gross
budgetary receipts of the country. These receipts are made up of domestic
revenues (col. 2) and of U.8. foreign aid (grants and loans, cols. 3 and 4) and
non-U.8, foreign aid (grants and loans, cols. 5 and 6).

Domestic revenne—in accepted budgetary practice and as used in this table
(eol. 2)—includes no element of foreign aid of any kind or from any country.
All tax receipts are included in domestic revenue. They account in the case of
most countries for over 90 percent of the total. The balance is made up of serv-
ice charges and of certain operating types of income received by the Government.

Columns 7 and 8 reflect the repayment of foreign aid loans during the year in
question. Columns 9, 10, and 11 give budgetary reflection to that repayment.
Column 11 is the so-called net budgetary receipt column. It is made up of for-
eign aid net (cols. 9 and 10) and of domestic revenunes (ecol. 2 as referred to
above). The foreign aid net figures are the ones that appear in the basic data
that is available for each country.

Column 12 sets forth the applicable cost-of-living indexes in each of the
countries for the pertinent years. In five of the six countries, rises in cost of
living do not aceount for the increases in domestic revenues,
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Mr. Ruopes. Also, along those lines, I think you ought to indicate
whether these increases are in constant dollars, or whether this in-
creased number of dollars might be the result of inflation.

I note in going through the books that several of these countries had
a rather large increase in the cost of living.

Mr. Moscoso. These are all adjusted dollar figures.

Mr. Ruropes. You are saying that the numbers of dollars which have
been collected in these countries have increased. The increase may
well be due to inflation within the country.

Mr. Martix. I think the calculations are based on a common iden-
tical tax base. Nochange in production or prices.

Mr, Ruopes. Mr, Secretary, the figures should be based on actual
numbers of dollars, not on any projection. If you have the number of
dollars and you are comparing this number of dollars with that number
of dollars, you can also grind into the formula a comparison as far as
the value of the unit of currency is concerned.

Mr. Moscoso. That is included in the figures given.

ORIGIN OF THE ALLIANCE FOR PROGRESS

Mr. Rropes. Mr. Ambassador, when did the Alliance for Progress
start.?

Mr. Moscoso. There have been several dates set for this. President
Kennedy made a speech on March 13, 1961, in which the words and
the concept were lLu:'ul enunciated. Tt was not possible to put the
Alliance into the form of a charter until the Inter-American Economic
and Social Couneil could meet at the ministerial level which was finally
held in August in Punta del Este. Tt was not until August that the
Charter of Punta del Este was approved.

Mr. Ruooes. What happened after the Act of Bogota ?

Mr. Moscoso. Prior to that, of course, the Act of Bogoti, which was
approved in 1960, had laid the foundation for this particular program.

Mr. Ruopes. Am I wrong in thinking that the words “Alliance
for Progress’ came out of the Act of Bogot ?

Mr. Moscoso. I donot recall that.

I must say the idea for the Alliance, for bringing together the coun-
tries of Latin America and the United States into a comprehensive
cooperative effort of this kind, was born as far back as 1960. It was
born out of the report that President Eisenhower got from his brother
Milton when he made his trip to Latin America.

Mr. Ruopes. And implemented by the Act of Bogota ?

Mr. Moscoso. Yes, begun by the Act of Bogoti.

Mr. Raopes. The Democrats try to take credit for it. Tt started in
the Eisenhower administration. There are a lot of Republicans who
would like for you to have credit for it. I do not happen to be one
of them,

Mr. Moscoso. Tam the first one to admit that is the case.
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ARGENTINA'S REQUEST FOR FINANCIAL ASSISTANCE

Mr. Ruobes. Are you going to accede to the request of Argentina
for immediate budget support? Weread about it in the paper.

Mr. Moscoso, No, sir.

Mr. Ruopes. Has there not been a request for rather immediate
budgetary support from Argentina #

Mr. MarTiN, There is $20 million

Mr. Moscoso. That is balance of payments.

Mr. Ruones. Nothing other than that ?

Mr. Moscoso. That is right.

Mr. SterNFELD. At this point in time.

Mr. Ruopes. Always at this point in time.

You would not be indicating there might be something in the mill
here?

Mr. SterNFELD. No.

Mr. Marriy. Mr. Alsogaray did not ask for any budgetary support
during his visit here.

RELATIONSHIP OF JUSTIFICATION CLAIMS TO ALLIANCE FOR PROGRESS

Mr. Ruoves. The newspaper article I read was wrong, then.

Looking at pages 15 and 16 in the book here, you have listed 14 steps
which have—
already been taken, particnlarly since the Act of Bogoti in 1960, which demon-
strate the growing realization among Latin American countries of the nature
of the problem and a determination to move in the right direction.

[ have gone through these. The first one has to do with the oil
resources of Argentina being opened for foreign exploration. What
did that have to do with the Alliance for ]’]'0;_{“1‘(*5:53

Mr. Moscoso. The reason why this is included here is this—one of
the basic tenets of the Alliance for Progress is, it will be sel f-help,
and among the measures of self-help is considered assistance to private
enterprise,

Mr. Ruobes. We do not want you to write a short economic history
of South America. We want you to put anything in the book relevant
to the Alliance for Progress.

What is relevant to the Alliance for Progress?

Myr. Moscoso, The fact that the Argentine Government has been
willing to make very decisive changes in their attitude toward private
enterprise, and by that means brought about very substantial increases
in the investments of foreigners in their country.

Mr. Ruopes. We have already established that this Alliance for
Progress began in 1960, not before. Now, this occurred shortly after
1958.

87948—62—pt. 3—11
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I do not intend to belabor this, but if you will go through these 14
points, you will find that 7 could not possibly have had anything to
do with the Alliance for Progress. These things cause us to wonder
about the validity of the rest of the book.

Mr. Moscoso. Which are those ?

Mr. Ruopes. No. 3:

Since August 1960, in a step-up of the agrarian reform program, Bolivia
granted 71,000 land titles to small-scale farmers,

What did the Alliance for Progress have to do with that? They
could not have possibly produced a land reform in 1 month.

Let’'s gcoto No.6:

“November 1960"—which is 1 month after the Act of Bogoti—
“Columbia enacted an agrarian reform law.”

Was the legislative body of Colombia sitting there just waiting
with bated breath for the Act of Bogoti to be enacted ?

Mr, Moscoso. This is 1961 ; this is November 1961.

Mr. Ruones. T will accept that.

Is No. § also a mistake, Venezuela and its land reform program ?

Mr. Moscoso. This was 1960.

Mr. Ruopes. It could not have had much to do with the Act of
Bogoti.

Mr. Moscoso. What the Act of Bogotd did was to change the cli-
mate. It gave a lot of moral backing to these reform measures which
were having tough sledding in each of these countries.

Mr. Ruopes. I recognize that.

The point that I object to is your relating these directly to the
Alliance for Progress, and saying that becanse of it these things
happened. T do not think they did.

Look at No.12:

Expenditures on education in Mexico now amount to 21 percent of the total
hndget as compared to 5 percent for the military.

What did the Alliance for Progress have to do with that?

Myr. Moscoso. There is a section in the Alliance for Progress which
states that the countries in Latin America agree to increase the
amount. of money they put into education and set a target date of
1970 for ——

Mr. Ruopes. Are you going to tell me now that Mexico has changed
these percentages since 19607

Mr. Moscoso. It appears they have increased the amount of money
they are putting into education.

Mr. Ruopes. I am sure of that.

Are you going to say these percentage changes actually have oc-
curred since 1960 %

Mr. Moscoso. I do not have the base.
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Mr. Ruopes. In the first place, we have no basis for comparison
here. Tt is stated that now the Mexican budget provides 21 percent
for education and 5 percent for the military. We do not know. Per-
haps it has always been that way.

Mr. Moscoso. We can get the figure for you and show you the
comparison.

(The information requested follows:)

Epvcation EXPENDITURES IN MEXICO

Government of Mexico expenditures on education have increased from $119
million, or 15 percent of the 1959 budget, to $150 million, or 19.3 percent of the
1960 budget, to $169 million, or 19.6 percent of the 1961 budget, to $207 million,
or 20.9 percent of the 1962 budget.

Mr. Ruopes. We have in No. 13 here a reference to something which
oceurred in 1959, and T think T have to buy No. 14 as possibly having
had something to do with the Alliance for Progress, though I think
probably it came mainly from the Development Loan Fund which
was ahead of the Alliance, in point of time.

Mr. Moscoso. It was finally made available during the initial weeks
of the Alliance for Progress.

Mr. Ruopes. You did not have to sell us quite this hard.

Mr. Moscoso. T am sorry.

Mr. Ruopes. 1 think you tried to oversel] the jury.

Mr. Moscoso. T have the overall responsibility for it, but I can
assure you I did not choose these particular items.

Mr. Ruopes. T understand.

NEW CONCEPTS UNDER THE ALLIANCE FOR PROGRESS

Now, how much really is new in the Alliance for Progress? Is not
a lot of it a carryover from the Development Loan Fund and the sup-
porting assistance and the expense support and technical assistance
before ?

Mr. Moscoso. Some of it ; ves, sir.

Mr. Rropes. The main thing actually in the Alliance for Progress
1S o try to get —

Mr. Moscoso. The countries to help themselves,

Mr. Ruoves. To participate in it more fully than they have?

Mr. Moscoso. Right.

Mr. Ruopes. And to try to get them to enact certain laws and reg-
ulations which we feel are necessary to get them in a viable position as
far as their economy is concerned

Mr. Moscoso. Yes, and also to work within the framework of goals
set up in the charter of Punta del Este, that they would strive to
achieve a 21%-percent-per-capita-per-year growth rate.
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TRAINING PROGRAM FOR LABOR LEADERS

Mr. Ruones. Do you have a program under the Alliance for Prog-
ress involving bringing labor leaders from those countries to this
country for a 9-month course ¢

Mr. Moscoso. Yes.

Mr. Ruopes. What is that?  Will you explain that?

Mr. Moscoso. We have worked out a contract with the American
Institute for Free Labor Development. This is a new instrumentality
which has been created with the participation of private enterprise
and the labor movement in the United States.

Mr. Ruooes. What is it, an American corporation !

Mr. Moscoso. An American corporation representing businessmen
interested in Latin America, together with the labor movement here
in the United States.

Mr. Ruopes. At this point in the record, may we have a list of the
officers ?

Mr. Moscoso. Yes. The president is Peter Grace, and I think the
vice president is George Meany.

Mr. Passaan. You said labor and free enterprise ?

Myr. Moscoso. Yes.

Mr. Passman. Show their present connections and prior connec-
tions.

Mr. Moscoso. We will give you the names of the officials and the
principal founders of the organization.

Mr. Ruopes. When it was formulated ?

Mr, Moscoso. Yes.

(‘The information requested follows:)

AMERICAN INSTITUTE FOR FREE LABOR DEVELOPMENT

The American Institute for Free Labor Development is a nonprofit corpora-
tion incorporated under the laws of Delaware on Aungust 24, 1961. The institute
was created by U.S. organized labor with the support and participation of the
management of firms with interests in Latin America.

The officers are: Chairman, J. Peter Grace, Jr., president of W. R. Grace & Co.;
vice chairman, George Meany, president of the AFL-CIO; secretary-treasurer,
Joseph A. Beirne, president of the Communications Workers of America and
vice president of the AFL-CIO; the executive director is Serafino Romualdi,
inter-American representative of the AFL~CIO; and William Doherty, Jr., di-
rector of the Social Projects Department, has served as inter-American repre-
sentative of the Postal, Telephone & Telegraph Workers International.

Other members of the board of trustees of the institute are as follows: Charles
Brinckeroff, president, Anaconda Co.; James B. Carey, president, Interna-
tional Union of Electrical Radio & Machine Workers, ATT~CIO ; Jose Figueres,
former President of Costa Rica; Berent Friele, senior vice president, American
International Association; George Harrison, president, Brotherhood of Railway
& Steamship Clerks, Freight Handlers, Express & Station Employees, AFL-CIO;
Kenneth Holland, president, Institute of International Education; Arturo
Jauregui, Secretary General of ORIT, Mexico, D.F.; Erie Johnston, president,
Motion Picture Association of America, Inc.; Joseph D. Keenan, secretary, In-
ternational Brotherhood of Blectrical Workers, AFL-CIO; O. A. Knight, presi-
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dent, Oil, Chemical & Atomic Workers International Union, AFL-CIO; Murray
Danforth Lincoln, president, Nationwide Insurance Co.; George C. Ledge,
Harvard University ; John Nuveen, president, John Nuveen & Co.; A. Phillip
Randolph, president, Brotherhood of Sleeping Car Porters, AFL-CIO; Walter
Reuther, president, International Union of United Automobile, Aireraft & Agri-
cultural Implement Workers of America, AFL-CIO; Michael Ross, director, In-
ternational Affairs, AFL-CIO; Luis Alberto Sanchez, rector, Universidad
Nacional Mayor de San Marcos, Lima, Pern; William F. Schnitzler, Se{:r[“{.‘l_l"_\'—
treasurer, AFL-C10; Juan Antonio Solari, president, Argentine Commission
for Cultural Friendship, Buenos Aires, Argentina ; James A, Suffridge, president,
Retail Clerks International Association, AFL-CIO.

Mr. Ruopes. Do you carry this under your regional programs?

Mr. Moscoso. Yes.

Mr. Ruones. Do you have figures on the contract which you have
with this nonprofit corporation ?

Mr. Moscoso. $250,000.

Mr. Ruopes. For 1 year’s operation?

Mr. Moscoso. That is right, for our first contract for labor leader
training.

PARTICIPANT TRAINING UNDER LABOR PROJECT

Mr. Ruooes. How many labor leaders do they bring to this country?

Mr. Moscoso. Forty-two union leaders for 3 months’ training, plus
9 months of intern training in the host country.

Mr. Ruopes. Three months in this country and nine months in the
host country ?

Mr. Moscoso. Yes.

Mr. Ruopes. What is the host country ?

Mr. Moscoso. The country from where the trainee is to come.

Mr. Ruobes. So that is a total of a year?

Mr. Moscoso. That is right.

Mr. Ruoprs, That is 42 of them at $250,000, which is roughly $6,000
apiece ?

Mr. Moscoso. $210,000 is for travel and per diem for the partici-
pants and then $40,000 is for the teaching stafl and the establishment
of field training in the host country.

Mr. Passaan. In what field do they train the labor leaders? What
do you train them to do?

Mr. Moscoso. One of the things we are hoping to achieve, sir, is the
development of a democratic labor movement in Latin America.

Myr. Passaan. To organize labor unions to learn about our

Mr. Moscoso. About our democratic labor movement.

Mr. Passman. Similar to what we have in America; is that correct,
sir?

Mr. Moscoso. As compared to the type labor movements that the
Communists are trying to establish.

Mr, Passman. You train them to operate as we do here in Ameriea?

Mr. Moscoso. That is right.
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TRAINING IN OPERATION OF COOPERATIVES

Mr. Passman. Yesterday you testified with reference to another
fund for training to organize cooperatives #

Mr. Moscoso. That is right.

Mr. Ruopes. Would you at this point in the record give a résumé of
the training these people receive, both in their country and in the
United States?

Mr. SrernFeELD. We can give you the plan.

Mr. Moscoso. This is so recent that T do not have the full detail
but. I can give you the plan that is being worked out now.

Mr. SterNFeLD. We have the plan as to what kind of training they
expect to do, both in the United States and abroad.

ECONOMIC INTEGRATION PROGRAM IN CENTRAL AMERICA

Mr. Ruopes. Will you set up any kind of a suboffice in Latin America
which will direct the regional programs and ateually be an on-the-
ground headquarters?

Mzr. Moscoso. We have set up a regional team in Central America
where we are assisting in the economiec integration of the five nations
that comprise the Common Market of Central America. We hope by
focusing attention on this central regional operation we will assist in
the integration movement, accelerate it.

OTHER TRADE ORGANIZATIONS IN LATIN AMERICA

Mr. Ruobes. Do you find any interest in the other countries of South
America and Latin America in an organization similar to the Central
American Common Market.?

Mr. Moscoso. Yes, sir. They have started a free trade area set up
by the charter of Montevideo which comprises most. of the larger coun-
tries, including Mexico. The only problem in this particular opera-
tion or attempt to integrate is that they set themselves a very cumber-
some procedure in which you have to negotiate the tariff reductions
item by item, commodity by commodity.

As you know in the case of the European Common Market one of
the reasons for its success is that there has been agreement on an
across-the-board reduction of tariffs and that is why the process has
been accelerated in Europe.

Now, the Central American countries did not—even though they are
smaller countries—did not accept the Latin America free trade coun-
tries’ procedure. They took to the European procedure of across-the-
board reductions and that is why this integration movement is going
along a lot faster. The LAFTA countries are growing, they are
aware they will not achieve integration as soon as they expect, so they
are having a meeting in Mexico and hopefully they may adopt the
Central American procedure of across-the-board tariff reduction.
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TREASURY RECEIPTS AND WITHDRAWALS

Mr. Passman. Last year set an alltime record for U.S. tax collec-
tions. It also set an alltime record for spending. But, when we look at
the Treasury statement dated July 23, 1962, we find that the admin-
istration withdrew from the U.S. Treasury to operate the Government
for the 23 days, $7,445,882,851.02, as compared with $6,171,268,872.62
for the corresponding period the previous year. There are one or two
answers: We are running wild with our expenditures this year or else
a lot of invoices that should have been p:li{{ in June got mixed up and

did not get over for payment until this fiscal year. The shoe either
fits the left foot or the right. I shall insert the July 23 Treasury
statement in the record.

(The document follows:)
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BraziL
ACCUMULATED ASSISTANCE, 194761

Mr. PassmaAN. Now, give us the amount of the accumulated aid
for Brazil since the inception of the program through fiscal year 1960,

Mr. SterxreLp, Through fiscal year 19617

Myr. Passatan. Through fiseal yvear 1960, sir.

Mr. SterxvrELD. That \\nulrl be—for mutual security—

Mr. Passaan. We shall accept it through 1961. Tt appears that
vou have that total.

" Mr. SterxreLp. Through fiscal year 1961 for the mutual security
program, economic—=s$53.5 lmll;un.

Mr. Passman. That is the mutual security economic spigot. The
country could likewise draw from the various other facets through
which foreign aid is available

Mr. Sterx¥ELD. That is right.

Mr. Passaan. Youdonot have this information ?

Mr. SternFELD. I have some of these.

Mr. Passman. If you do not have it all do not give it to us, but
add it to the record.

Mutual security, economic aid only, was the figure you just gave,
in what amount ?

Mr. STErNFELD. $53.5 million.

Mr. Passaran. That does not include all the other spigots available
for aid for Brazil, and neither does it include military assistance?

Mr. SterxFrLp, That is right.

Mr. Passaan. If you will, get the total and put it in the record.

('The requested information follows:)

Foreign assistance to Brazil from 1957 through 1961
Amount
1.8, sources : (in mm.mm)
Mutual seeurity
Public Law 480
i']?\"tluls:lnlx
Other U.S.

Total, U.S. economie aid-..-
U.S. military aid

Total, U.8, economic and military aid__

International sources :
IBRD

Total, international sourees e 282, 6

Q

Total, foreign assistance to Brazil through fiscal year 1961_.... 1,993.8
1 £05,200.000 in grants and $1,440,500,000 in loans.

FISCAL YEAR 1962 PROGRAM

Mr. Passaan. In this same category, what amount did you request
for fiscal 19627
Mr. SterNrFeLD. Iecan give you the preliminary obligations
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Mr. Passaan. Give us the original program for fiscal year 1962.

Mr. Sterx¥ELD. The original program for grants for fiscal year 1962
as shown in the blue pages of the book was $20,130,000 for grants.

Mr. Passyan. Plus what?

Mr. SteryreLp. Plus development loans

Mr. Passaran. Development credits ?

Mr. SternFELD. That 1s what you refer to as credits.

Ninety-four million dollars.

Mr. Passman. A total of what amount?

Mr. SterNFELD. A total of $114.1 million.

Mr. Passman. Is this in accordance with the regional program
which last year was justified to the committee, in that blanket overall
approval ?

Mr. Moscoso. 1 wouldn’t know.

Mr. Passaan. You were not here last year?

Mr. Moscoso. No,sir.

Mr. Passman. Would you know, sir?

Mr. Ster~nrELD. I wasn’t here last year either but I suspect what was
justified last year was for the continuing projects and not for a total
country program.

Mr. Passaran. What amount are you asking for fiscal 1963 ¢

FISCAL YEAR 19863 REQUEST
Mr. Moscoso. For Brazil we are asking

Mr. Passaran. That is the one spigot only ?
Mr. Moscoso. That is l’il'_i’lli.

Mr. Passman. They also draw aid out of all the other foreign aid
programs with which we are familiar?
Mzr. Moscoso. That is correct, sir.

UNLIQUIDATED OBLIGATIONS

Mr. Passaran. What is the amount of unliquidated eredits to Brazil,
out of prior-year appropriations, on hand unexpended ?

Mr. Texvant. As of May 1, 1962, our estimate was $41,210,000 for
all economic assistance.

Mr, Passaan. In the field in which we are discussing, the one cate-
gory !

Mr. TEx~xanT. That is correct.

Mr. Passman. Will you supplement this with all unliguidated
credits out of all other appropriations?

Mr. Tex~xant. We will file it together.

Mr. Passman. Please doso.
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(The requested information follows:)

Unliquidated obligations of economic assistance to Brazil, by agency, as of
June 30, 1962

[In thousands of dollars]
Agency :

United States: Amount
Agency for International 10, 561
Export-Tmport Bank 068, 833
Food for Peace 65, 703

' 47, 010

——— 192,107

Internaiional organizations:
International Bank for Reconstruction and Development 28, 164
Inter-American Development Bank %39, 246

Subtotal 67, 410

A Hole | SEeR R L S T R e e e e i S e B B [ TR T

! Includes only the soclal progress trust fund.
2 Undisbursed balance of effective loans,
% Includes ordinary capital and fund for special operations.

Mr. Passman. What you now give us from the mutual security pro-
gram, add to that if you will what is available out of all the other
spigots, and give us the total.

Mr. Moscoso. Yes,sir.

AUTHORITY TO TRANSFER FUNDS

Mr. Passman. I think we agreed that all these are illustrative pro-
grams, that you could or could not start them, or transfer them to some
other country. They are wide open, and you have the authority which
I have indicated?

Mr. Moscoso. That is right. What we have here is the best judg-
ment as of now.

Mr. Passman. But you do have that right, to spend it completely
for another project in another country, if you should decide that was
in the best interest of the program?

Mr. Moscoso. T don’t think——

Mr. Passaan. But you have the right to do it?

Mr. Moscoso. That is right.

Mr. Passman. Do you also have the right to discontinue any project
now underway, if you shounld decide there was something you liked
better, or something you thought would serve a more advantageous
purpose for the country?

Mr. Moscoso. For the program; that is right.

Mr. Passaran. None of if is pinned down as such.

The same type of questions would get the same type of answers
if we should go through all the countries in your area ?

Mr. Moscoso. In that respeet, sir; yes, sir.

Mr. Passatan. Would it also apply to the British colonies and oth-
er colonies of other countries in your area, should we ask the same
type of questions?

Mr. Moscoso. With regard to the possibility of changing the proj-
ect or suspending it in case we find that the priority——
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Mr. PagssaanN. Or canceling it altogether ?

Mr. Moscoso. Or canceling it in case we find it should not go on.

Mr. Passaan. It almost seems a waste of time to go into these
projects. They are so varied and there are so many of them.

PROJECT COMPLETION COSTS

Have you had an opportunity to project the completion cost for
all the projects that you have in Brazil?

Mr. Texxant. I think we have the item by projects but I do not
think we have a total.

Mr, Passaan. Let us consider one project.

EDUCATION PROGRAM

In the education sector you propose to obligate for Brazil $7,082,000
in fiscal year 1963. Projecting this, now, to completion date, or dis-
continuing date, what would you estimate the cost to be?

Mr. SterNFeLD. We can add thisup.

Mr. Moscoso. We can add this up in 1 second.

Mr. Passyman. Will one of you do that?

Mr. Ster~xreLp. The cumulative costs from the beginning of these
projects to completion is — since the education projects began
in Brazil.

Mr. Passman. Under the present legislation and the present money
requests, you could start new projects that would be substantially
higher if you should decide it is to the advantage of the program
to do so?

Mr. Moscoso. Within the limits of the funds appropriated.

Mr. Passyman. We are dealing strictly with the projects presently
planned; is that correct?

Mr. Moscoso. That is right,

Mr. Passman. This has nothing to do with the new projects you
may start?

Mr. Moscoso. All the way from the beginning to the end.

Mr. Passman. You are dealing with projects now planned ?

Mr. Moscoso. That is right.

FUTURE EDUCATION PROJECTS

Mr. Passyman. That does not mean that you would not start any
projects out of a new appropriation that may call for additional
money ? It does not mean you are going to expend this , and
then pull your educational system completely out of Brazil, does it ?
We are trying to determine whether this sum completes all of the
planned education for Brazil.

Mr. Moscoso. That is right; assistance for education in Brazil.

Mr. Passman. Now and in the future?

Mr. SternrELD. For the projects which we currently have either in
being or planned for fiscal year 1963 since the initiation of all these
education projects to the point of completion, we have made an esti-
mate that the cost would be X

Mr. Passman. If you get that much money this year, in subsequent
years will you want money for the educational program in Brazil?
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Mr. SternreELp. We are only asking for the educational sector in
Brazil, $7,082,000 in the way of grants.

Mr. Passaan. But when you have made this expenditure, accord-
ing to your present calculations, does this complete your entire edu-
cational system in Brazil?

Mr. SterNFELD. As currently planned and as has gone on in the
past.

Mr. Passman. Do you also have development credits for this pur-
pose, or is this the total?

POSSIBLE EXTENSION OF EDUCATION PROGRAM

Mr. SternrFerp. This is the development grants. We have made
no development credits to Brazil for education as such.

Mr. Passaan. T am being repetitious, but I am not getting the
information we want. We have to think in terms of some day com-
pleting the programs and projects. Will this sum complete all edu-
cational programs for Brazil, as you see it now?

Mr. Moscoso. I was going to suggest, Mr. Chairman, that this may
not complete it. For instance, there might be

Mr. Passman. You have answered it.

It could be many times greater than that amount in the future, if
you could develop a plan for it?

Mr. Moscoso. If there were a need that would further the pro-
gram

Mr. Passaan. If it met our criteria, that would be a statement of
fact: is that right ?

Mr. Moscoso. Yes, sir.

Mr. Texxant. Mr. Chairman, in case it is not clear, of the ——,
a substantial portion has been obligated and spent out of prior-year
money.

Mr. Passman, I know, but this is the total from start to finish of
the projects presently——

Mr. Stery¥FeLp. Or in the past.

Mr. Passyaxn. Past and present.

CONTINUED PROGRAM DESPITE INADEQUATE PERFORMANCE

Are you programing ————— for Brazil when your justifications
state there has been inadequate performance to date on this program
of action?

Mr. Moscoso. The bulk of these funds, Mr. Chairman, are going
to be used, we hope, in the northeast Brazil program which has to
be considered as a separate entity within the total performance of
the Government of Brazil.

The SUDENE Corp., which is a special corporation——

Mr. Passman. My question is, “"lhy did you suggest ——— for
Brazil when your justifications state there has been inadequate per-
formanee to date on this program ?

Mr. Moscoso. With respect to this organization and this program
there has been performance, in this sense: The Government of Brazil
created this public corporation, funded it adequately—appropriated
$100 million. They have provided the necessary technicians. We




175

have been working very closely with this public corporation in the
preparation of a program for the almost devastated area of north-
eastern Brazil which is, as you know, probably the poorest part of
all of Latin America.

While you know the bulk of the Brazilian funds have been provided
on the basis of a commitment made back in May of last year to assist
Brazil in their balance-of-payments difficulty——

Mr. Passsan. We do expect these people to perform effectively,
do we not, when we are going to give them our money ?

Mr. Moscoso. When I first came into the picture, sir, this commit-
ment had already been made; and I realized there was need for a
performance on the part of the Government of Brazil.

Mr. Passysan. Thank you, Mr. Ambassador, We are going to back
off and take another start, and see if we cannot get through :

We are at $114,100,000 in the program for Brazil for 1962; is
that correct ?

Mr. Tex~axt., That is the rI:mnPt_l program. The program that
finally came to fruition was substantially less than that—$85 million.

Mr. Passman. But you are asking for ——— for fiscal year 196317

Mr. Moscoso. That 1s right. '

Mr. Passman. You are asking for —————— over the amount that
you had programed in 19627

Mr. Moscoso. That is right.

Mr. Passman. You are asking for that notwithstanding the fact
that in your own justifications you said there has been inadequate
performance.

Mr. Moscoso. Mr. Chairman, in the part of the program which is
going to get the bulk of the funds, there has been performance on the
part of Brazil, you see. 1In the case of northeastern

FUNDS WITHHELD FROM BALANCE-OF-PAYMENTS ASSISTANCE

Mr. Passaran. What part of the program have you withdrawn, or
canceled funds for, because it was not adequately carried out?

Mr. Moscoso. The balance of payments.

In that case they did not perform and we were forced to withhold
funds and we are still withholding the funds and there is $25.5 million
that I have refused to

Mr. Passmax. It matters not.

Mr. Moscoso. For another type project, Mr. Chairman, and for
something which——

Mr. Passmax. With regard to the balance-of-payments transaction,
they did not carry that out according to our wishes?

Mr. Moscoso. That is right, but this other thing has been grow-
ing——

Mr. Passman. You held it up?

Mr. Moscoso. Iheld it up.

Mr. Passman. In what other field did they not perform as you
felt they should ?

Mr. Moscoso. The balance-of-payments field is where they really
did not. perform and where we held up the funds and we will hold
up until they do perform.

87948—62—pt. 3——12
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Mr. Passmaw. Is the same government administering this part of
the program that administers the other one?

Mr, Moscoso. Brazil, as you know, Mr. Chairman, is a very loose
type of federal operation. The States in many ways operate almost
autonomously. And one of the advantages we have h:ur in operating
with this SUDENE, this public corporation, is the fact that it has been
left alone and therefore has been able to perform. It was funded
by the central government and has been left alone and we have been
able to collaborate with them.

STATUS OF BALANCE-OF-PAYMENTS COMMITMENT

Mr. Passaman. Is the balance-of-payments matter a commitment,
is it an obligation, or has it been canceled and you will have no need
for it in the future?

Mr. Moscoso. It has not been canceled.

Mr. Passman. Itisstill available?

Mr. Moscoso. In case they perform. But we have refused to pay
up $25.5 million to that because——

Mr. Passman. You are merely suspending it until——

Mr. Moscoso. Until they perform.

Mr. Passmax. What do you mean by “perform™?

Mr. Moscoso. I can tell you what it is, sir.

(Discussion off the record.)

Mr. Moscoso. All of these things are spelled out that they have to
do and since they haven’t done them we——

Mr. Passaan. They could bring their budget in balance with a
cash transaction out of ATD funds, could they not, if you approved it ?

Mr. Moscoso. We are not going to do that, sir.

Mr. Passyman. You have done it in some of the other countries in
Latin America ?

Mr. Moscoso. In the case of Brazil we have not done this. We have
suspended any payments on this loan until such time as they perform.

Mr. Passyman. But you are talking about only $25.5 million.

Mr. Moscoso. $25.5 million ; yes, sir.

( Discussion off the record.)

Mr. Moscoso. This was before my time, T had nothing to do with it,
T was faced with this reality and T said, Mr. Chairman, that we have
to get these people to perform and since they didn’t we just didn’t
give them the money.

Mr. Passman., You are now dealing with only one project out of
maybe hundreds of projects for this country.

Mr. Moscoso. That is a substantial amount, of course.

Mr. Passman. Certainly $25.5 million is a substantial amount, even
out of $114 million.

TOTAL PROJECTS IN LATIN AMERICA

Yesterday we were discussing a number of projects in your area.
T do not think we ever completely added them up.

Mr. Moscoso. We said there were about 500.

Mr. Passman. But that was only in one field.

Did you ever get all of the figures together for us?




Mr. SterNFeLD. About 500 on the development grants and 55 from
our development loans, which you call credits, and we are still pre-
paring the paper.

DRAW ON COMMITMENT FOR BALANCE-OF-PAYMENTS PAYMENT

Mr. Passman. I can see how this Development Loan Fund, which
extends development credits, could run out of money. Are you carry-
ing this $25.5 million as an obligation ?

Mr. Moscoso. No, this is a commitment.,

Mr. Tex~anT. In the figure we have provided you for obligations
which include loan approvals, we are not carrying the $25 million.

Mr. Passaran. Do you respect that as a commitment as of this time ?

Mr. TexNant. My understanding of this is that in the prior fiscal
year, 1962, a commitment was made to provide Brazil $100 million,
I believe.

Mr. Moscoso. $100 million, that is right.

Mr. Tex~ant. That availability of funds was made before sec-
tion 202(b). Now that $100 million was not carried in the official
figures we have given you. We have only included the $75 million
in the figures we have given you.

Mr. Passman. Is the other $25 million an obligated fund or is it
unobligated ?

Mr. Tex~anr. It is not obligated.

Mr. Passman. What is its status?

Mr. Stern¥eLD. The status of the $25 million, under the terms
of the commitment that was made to the Government of Brazil in
May of 1961, if we obtained the funds from Congress, they could
obtain $100 million for balance-of-payments requirements. We have
only provided them $75 million——

Mr, Passman. They satisfied our criteria on $75 million and drew
that down?

Mr. SterxreLp. That is correct, sir. So that the remaining part
of the commitment which still continues to be subject to availability of
funds is in that status. If they meet the terms and conditions that
we have established and Congress has appropriated the funds, then we
would meet, that commitment.

Mr. Passaran. We appropriated $100 million.  You have expended
$75 million of it. You have $25 million presently in dispute because
you are not satisfied with their plan. Where do we find this $25
million listed as unobligated ?

Mr. TexNant. Basically the $25 million does nov turn up in the
unobligated because in the total programing of the development loan
fund of $1,112,500,000, these funds were not earmarked—since the
Brazilians did not come through with their commitments, these funds
were not earmarked for Brazil.

POSITION WITHHELD BALANCE IN 1963 REQUEST

Mr. PassmaN. Where can we put our finger on this $25 million float-
ing around ? It isnot in your obligated funds. It is not in your unob-
ligated funds.

Mr. SterNrELD. Itisin our 1963 request.

Mr. PassmaN. Then it is a part of the
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Mr. SternFELD. It is a part of our illustrative program of .

Mr. Passmaxn. Does thig means that, for all practical purposes, you
have turned the $25 million back to the Treasury?

Mr. TexxaxTt. That isnot correct, sir.

Mr. Passman. Well, I do not know what happened to it, and I do
not believe that you do, either.

OBLIGATION OF WITHHELD BALANCE ELSEWHERE

Mr. Moscoso. Tt came from the worldwide funds, sir.

Mr. Passarax. Isit specifically for Brazil?

Mr. Texxant. It was not appropriated specifically for Brazil and
it has been used elsewhere in the worldwide program.

Mr. Passmax, Why did you not so inform us? You have spent
the $25 million elsewhere ?

Mr. TExyanT. We have obligated it elsewhere, sir.

Mr, Passman. Under what authority ?

Mr. Texxaxt. Under the authority of section 202 (a) of the act.

Mr. Passyan. Iquote:

This loan is a result of the financial agreements between the United States and
Brazil, effective May 1961. The total amount accredited is expected to be $100
million.

Is that the item to which we are referring ?

Mr. Moscoso. That is right.

Mr. Passaran. How did you put it under the worldwide fund, if
it was supposed to be appropriated to Brazil ¢

Mr. Ster~xreLd, There was no specific amount appropriated to

Brazil.

Mr. Passmax. You asked for $100 million. I remember very well
now. Iquoteagain:

This loan is a result of financial agreements between the United States and
Brazil concluded in May 1961.

This is the same item ?

M. Moscoso. That is right.

Mr. Passaax. Why did you not let the $25 million lapse and come
back to the credit of the program? Why did you have to find another
place to spend it ?

Mr. Moscoso. This $100 million, as I understand, was way before
my time.

It came under the DLF,

Mr, Passman, You got it with the understanding that you had a
contract with Brazil for $100 million. You closed the contract for $75
million, took the $25 million and spent it elsewhere.

Mr. Mirer. Last year when we justified the program to the com-
mittee, as in the past, we did not have specific loan requirement that
we had given to the committee. We did, as the DLF has done since
its inception, T understand, give the committee some estimate and act
as a bank does. After all, a bank eannot, on January 1, foretell ex-
actly what all of the loans are it will make during the fiscal year then
beginning and in a similar fashion, as we stated to the committee, the
DILF operated that way.
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JUSTIFICATION FOR BALANCE-OF-PAYMENTS LOAN

Mr. Passman. You justified it for one project and spent it for an-
other? Would that be a fair statement?

Mr. Mizrer. I do not believe so, Mr. Chairman.

Mr. Passman. Let us see how you justified this $100 million.

I quote from page 132:

This loan is the result of the financial agreements between the United States
and Brazil, coneluded in May 1961. The total amount accredited is expected to
be $100 million but to date specific loan agreements have been negotiated and
authorized for only $65 million of this total.

Mr. SternreLD. Since the time this was printed, sir, it has gone up
to $74.5 million,

Mr. Passman. Youchanged it again.

I quote further:

The purpose of the loan is to assist the Brazilian Government in solving
economic and social problems. It is directed to specific projects which contribute
to the goal of stabilization and a balanced budget.

Let us go to the hearings and see if you did not justify it specifically
for Brazil. I quote from page 884, “Advance commitments to Brazil”:

Mr. Corrin. Well, we have made this commitment of $100 million to Brazil.
This is the only commitment that I know about.

Mr. PassMAN. You have made the commitment in advance of the authorization
of the appropriation.

Mr. Corrin. Subject to the availability of funds and we felt this was very
important.

The Congress provided the funds, but instead of expending the
$100 million for Brazil, you expended $74.5 million and you spent the
other $25,500,000 on some other program which we cannot identify
at this time?

Mr. Ten~anT. We did spend it elsewhere but I do not think it fair
to say we justified the DLF on the specifics——

Mr. Passmax. I read specifically from the testimony of Mr. Coffin.

Mr. Texxant. All T would say, in connection with the Development
Loan Fund, which was proposed on the basis of borrowing authority,
there are reams of testimony in there and I think that generally M.
Coffin testified that there were several illustrative commitments that
were pending at the time, not only in Brazil, but in several other
countries.

Mr. Passsan. This was represented as a firm commitment, and it
was so stated. Read the record yourself.

I am going to omit all of these other projects. I thought we would
clear the record up on that one item.

ARGENTINA

For Argentina, would you give us the amount of the program from
inception through fiscal year 19617

Mr, SternFeLp. The mutual security program through fiscal year
1961

Mr. Moscoso. $33.3 million.

My, Passaran, What sum did you program for fiscal year 19627

Mr. Tex~ant. $42.7 million as appears in the presentation book.
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Mr. Passman. Was it $42.7 or $42.748 7

Mr. STERNFELD. $42.7.

Mr. Passman. I cannot drop off $48,000. When you get through
with a program as extensive as this, you would have a billion dollars
extra money with such omissions. Isit $42,748,000%

Mr. SteryFeLD. That is right, sir.

Mr. Passaman. What is your program for fiscal year 1963 7

Mr. Moscoso. The program for fiscal year 1963 1s ———.

Mr. Passman. That isonly mutual security ?

Mr. Moscoso. Yes, sir.

Mr. PassmaN. The same thing would be true in this country as the
others. The other 18 spigots of foreign aid are also available in the
program?

Mr. Moscoso. That is right, sir.

Borivia

Mr. Passmax. What was the amount of your program for Bolivia
through fiscal year 19617

Mr. Moscoso. $157,200,000,

Mr. Passaran. What was your 1962 program ?

Mr. Moscoso. $20,830,000.

Mr. Passyax. What is the amount of your program for fiscal year
19631

Mr. Moscoso. For fiscal year 1963, ——,

Mr. SterNrFELD, That includes development loans.

Mr. Moscoso. That includes the loans.

Mr. PassmanN. Development credits. Tt does not include loans from
the Export-Tmport Bank, does it ?

Mr, Moscoso. No, sir.

Mr. Passman. We are dealing with mutual security programs all
the way through, are we not ?

Mr. Tex~ant. The ———— for the grant program and ——— for
supporting assistance are ——— for grant activities.

Mr. Passman. You do understand that when you give the totals
you are going to pick up the funds available from the other spigots,
so that we do not confuse those who read the record ?

Are you familiar with what we actually want, Mr. Ambassador?

Mr. Moscoso. I know, sir.

Mr. Passman. We are picking up now this one part of it, but you do
have all the other various parts.

Mr. Moscoso. T found an exception to the case, Mr. Chairman.

ELIGIBILITY OF BRITISH POSSESSIONS FOR T0.8. AID

Neither Jamaica nor Trinidad can belong to the Inter-American
Development Bank. They would not be eligible for that.

Mr. Passman. They gets theirs indirectly, then?

Mr. Moscoso. I donot know. They will get it.

Mr. Passman. Are they eligible for loans through the DLF?

Mr. Moscoso. Yes, sir.

My, Passman. They are British possessions?

Mr. Moscoso. Yes, sir.
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Mr. Passman. At an earlier date, Mr. Ambassador, other people
before the committee said that the British possessions were eligible
for every loan, grant, and consideration. Would you like to check
that matter?

Mr. Moscoso. No,sir. T think that iscorrect.

My, Passaan. I would like for you to check the record.

[t would have to be one way or another. They are eligible or they
are not.

Mr. Texxant. T did not cateh the program, Mr. Chairman.

Mr. Passman. I am speaking of the total aid program. You say
they are, or are not eligible through Inter-American Development
Bank?

M. Moscoso. You mentioned the various spigots. One spigot avail-
able was the Inter-American Development Bank. In going back to
the office and ehecking on this I found that these two countries could
not go to the Inter-American Development Bank.

Mr. Passman. The two countries are British possessions?

Mr. Moscoso. Yes, sir. One of them is getting their independence
inside of a couple of weeks.

UNLIQUIDATED BALANCES

Mr. Passaran. What are the unliquidated funds to the credit of
Bolivia ?

Mr, TenNant. $22,708,000.

Mr. Passman. You have actually more funds unliquidated to the
credit of Bolivia than the total fiscal 1962 program called for: is that

correct

Mr. TenxaNT, The actual 1962 program was slightly less.

Mr. Passmax. Is the unliquidated balance for Bolivia greater than
your obligations for fiscal year 19627

Mr. Texxant. The obligations for 1962 are $27479.617, and the
unliguidated balance is $22,708,000.

Mr. Passman. That is not in accordance with your justifications.

Mr. TexNanT. The program in the justification was slightly dif-
ferent from the actual one.

Ca1LE

Mr. Passman. Give us the total amount of aid to Chile from the
inception of the program through fiscal 1962.

Mr. Moscoso. $76,200,000.

Mr. Passmax. What was the amount of the program for fiscal year
19627

Mr. Texnant. The estimated program is in the justifications,
$3,253,000.

Mr. Passman. Yousay $3 million ?

Mr, Tenwvant. $3,253,000 for grants.

Mr. Passman. Our book shows $103 million, which ineludes the $100
million special fund ; is that correct ?

Mr. Moscoso. This includes the special legislation appropriation.

Mr. Passman. Did we furnish any money there ?

Mr. SterNFELD. A hundred million dollars.

Mr. PassmaN. Was it cash ?

Mr. STERNFELD. Yes, sir.




182

Mr. Passman. If it is really $103 million, yon ecan buy as much
money with that $100 million as you could if you had obtained it out of
any other spigot, could you not ?

Mr. Moscoso. M Ly I say, Mr. Chairman, the $100 million loan was
tied to U.S. procurement.

Mr. l‘\~~\1 \N. We had been told that 80 percent of all this was tied
to U.S. procurement.

I lI\\ ays argued it was 100 percent.

Chickens come home to roost. If you turn the dollars loose, if you
do not buy gold or accumulate them, they have to come home even-
tus 1”\ lli!l]!l’\ not ¢

What amount is unliquidated to their eredit.

Mr. TexyanT, $79.863.000,

FISCAL YEAR 19683 PROGRAM

Mr. Passaran. Do you have any program at all for Chile for fiseal
year 1963, with this large unliquidated balance on hand? If so, what
is the amount of it ¢

Mr. SternrFeLp. Programed for Chile in fiseal vear 1963 is -
for grants. ]

Mr. Passman. Give us the total.

Mr. Moscoso.

Mr, Passmax. \rm are also going to add to that the other avail-
able ~;:J!rnl

Mr. SternrELD. Yes, sir.

Mr. Passaran, W }Il"l you |rwn||um-.l unliquidated funds, did that
include the carryover from the special $100 million ?

Mr. Texxant. Yes, sir. It included the carryover from the $100
million.

Covoanra

Mr. Passman. For Colombia, cumulative through fiscal year 19617

Mr. Moscoso. $40,500.000.

My, Passman. And what sum did you have for fiscal 19627

Mr. SternreELD. For 1962, $38.077,000.

Mr. Passaran. What is your estimate for 19637

Mr. Moscoso.

Mr. Passaay. What is the unliquidated amount?

Mr. Texvant, For Colombia, $50,755,000.

Mr. Passman. That sum is to their eredit, unliquidated ?

Mr. TexvaxT. That is correct, sir.

Mr. Passman. We are confronted with a rather serious balance-
of-payments deficit in this country, are we not?

Mr. Moscoso. ‘lvi’-\ ‘-‘il

Mr. Passaan. Is it true that you obligated $30 million out of the
President’s contingency fund to meet balance-of-payments deficits
for Colombia?

Mr. Moscoso. That is right, sir.
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Costa Rica

Mr. Passman. Costa Rica.

Mr. Moscoso. From the start of the program, Mr. Chairman,
$20,800,000. ;

Mr. Passyax. What amount did you program for Costa Rica for
fiscal 19627

Mr. Moscoso. $2,205.,000.

Mr. Passman. And what is the estimate for fiscal year 19637

Mr. Moscoso. The estimate for fiscal year 1963 is

Mr. Passman, What is the unliquidated balance ?

Mr. TenvanT. $8,923,000 as of June 30, 1962.

Mr. Passman., It would appear that you have more money to their
credit unliquidated than all of the allocation for 1961, 1962, and the
estimate for 1963. In 1961 you had $1,390,000; 1962, $2,205,000, and
the estimate for fiscal year 1963 is , but you have $8,923.000
unliquidated to their eredit.

Mr. Moscoso. This is, Mr. Chairman, because of loans amounting
to $8,000,000, of which only $1,800,000 has been disbursed up to now.
Mr. Passaan. The figure for 1962 you gave us is not correet is it ?

Mr. TenNant. The 1961 figure was where that loan was made.

Mr. Passman. 1961 is $1,390,000; 1962 is $2,205,000.

Mr. Texxanr, The 1961 figures did not include development loans.

Mr. SterxFELD. I am sorry. Costa Rica, $20.8 million through
1961, included $8.6 million of development loans which were made in
fiscal year 1961.

That is the basic reason for your high unliquidated obligation.

Mr. TexNant. Mr. Chairman, I think you took the 1961 figures
off the development grant only.

Mr. Passman. That is right.

Mr. Texnant. And did not include the development loans.

Mr. SternrFELD. We have the loan in the unliquidated.

Domixzicax RepusLic

Mr. Passman. What is the Dominican Republic figure ?

Mr. Moscoso. $2.1 million, total program up through 1961. 1In
1962, $26 million.

Mr. Passman. Theestimate for 19637

Mr. Moscoso. ;

Mr. Passman. How much grant aid did the United States extend
to the Dominican Republic prior to the assassination of General
Trujillo?

Mr. Moscoso. He was assassinated in 1961, so it is $2 million.

This is mainly technical assistance.

CONTINGENCY FUND ALLOCATION

Mr. Passman. For what purpose was the $25 million allocation
from the contingency fund made?

Mzr. Moscoso. As you will recall, Mr. Chairman, after the assassina-
tion of Trujillo, great political upheaval took place in the Dominican
Republic. The son tried to maintain the dynasty and it was only
because of tremendous pressures that were applied by all the demo-
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cratic forces, and by the United States in particular, that it was pos-
sible to finally get these peol:lc to relinquish their hold on these poor
people in Santo Domingo. That dictatorship, Mr. Chairman, lasted
32 years.

Throughout the dictatorship this man ran that island like his private
farm. The treasury was completely filched by the time the family
got out of the place. A few million pesos were fortunately salvaged
out of the yacht in which they were going to depart. They did not
have time and had to take an airplane.

It was only with that money that that country started to operate.
President Kennedy, the administration, and everyone in the free world
rejoices at the fact that this dictatorship has ended. We thought it
very justifiable that we come to the assistance of this small country.

Mr. Passaan. But for what purpose did you spend the $25 million ?

Mr. Moscoso. We have a variety of projects going on there, sir.,

The first thing to do was to give the people some work and there-
fore some public works programs were started. Irrigation ditches
which had been allowed to go to weeds during this political upheaval
had to be cleaned up. The roads were full of potholes and sugar
could not be moved. They were repaired and a number of education
projects were started.

EDUCATIONAL PROJECT CITED AS EMERGENCY

Mr. Passman. Would that be an emergency or contingency, an
educational project? _ .
Mr, Moscoso. In the case of Santo Domingo it was an emergency,

sir.

Mr, Passman. Could it not have waited until you formulated your
educational program under the Alliance for Progress?

How much went into this educational project?

Mr. Moscoso. I do not have it with me, sir.

I can give you a complete breakdown of that program.

Mr. Passman. We are going to request a list of projects?

Mr. Moscoso. Yes.

Mr. Passaan. You utilized this money. Name two or three more.
We are into the field of education already now out of the contingency
funds?

Mr. Moscoso. School construction.

Mr. Passman. That was an emergency.

CONTINGENCY FUND FOR BALANCE OF PAYMENTS

Mr. Moscoso. We found a country, too, with a tremendons amount
of debt owing, no credit whatsoever. About $11 million of the funds
went for balance-of-payments support.

Mr. SteryrELD. They had debts and did not have the credit.

Mr. Moscoso. They did not have credit to pay them.

Mr. Passwan. How would this dovetail with the information you
have given us that the alleviation of critical economic situation threat-
ening political stability—would a school program, irrigation, school
construetion, filling up ditches, tie in directly with that sitnation?

Mr. Moscoso. Quite a number of these require employment of
people,
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Mr. Passyan. That ties directly in ?

Mr. Moscoso. Yes, sir.

Mr. Passmax. That contingency fund is loose at both ends and
cut in the middle,

You are likely to start anything out of the contingency fund.

Mr. Moscoso. We wanted to be perfectly sure, Mr. Chairman, we
were not going to be faced with another Cuba in Santo Domingo. I
am sure the steps taken prevented that from happening.

FISCAL YEAR 1963 ESTIMATED PROGRAM

Mr. Passaan. Have you firmed up any projects to utilize the
estimates for fiscal year 1963 for the Dominican Republic?

Mr. Moscoso. As we say here, Mr. Chairman

Mr. Passman. We know what you say there. The answer is “No.”

Do you have any projects at this time, or does it still remain as in-
dicated in the books?

Mr. Moscoso. The mission director was appointed just about a
month or two ago.

Mr. Passmax. So you have no projects?

M. Moscoso. That is right.

Mr. Passaan. How did you ever arrive at this ——— figure?

FORMULATION OF PROGRAM

Mr. SteryreLp. This was arrived at one the basis of a team that
went to the Dominican Republic to assess the situation. It consisted
of some people in the field of education, an agriculturalist, and some
people in housing and rural development. Their best judgment
when they came back was projects could be developed totaling
for development grants,

Mr. Passyan. Yousaid “could be developed”?

Mr. STeErRNFELD. Yes.

Mr. Passman. You could develop projects for $100 million in the
same country ?

Mr. SterNFELD. Yes, you could.

Mr. Passaan. What I am trying to find out is, is this just a blanket
application. You do not list a thing. You say “sector, number of
projects, general.”

Mr. SrerxreLp. The problem here was, as opposed to other countries,
we had no mission in-being when this book was developed. Our mis-
sion has just been organized. The mission director was appointed only
last month. He has a program officer and a staff to work with the
country to develop the specific projects to be justified.

Mr. Passman. You could not wait until you could formulate a pro-
gram that made some sense; you just had to anticipate that some day
there would be a program, some day there would be a mission. and you
could spend the money. You just wrote in the book “general.”

Tell us why this is confidential if it is general and you are revealing
no secrets?

Mr. Moscoso. T would like to speak to that.

I think that we have a pretty good idea there is going to be a need
for assisting the Dominican Republic. :
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Mr. Passaman. Tell us for what it is to be used. We want to know
what projects.

Mr, Moscoso. There will be projects.

Mr. Passman. How did you arrive at them, and where is your
worksheet? Of course there will be projects. You could certainly
develop projects for $100 million.

Mr. Mogcoso. We could not pass up the opportunity of preventing
Santo Domingo from being lost to us.

Mr. Passaax. How much did you have on hand, unliquidated, to
the credit of the Dominican Republic?

Mr. TExNANT. $7million.

Mr. Passmax. If they were getting ready to jump in a hole, you
could have obtained that $3 million out of the $7 million in unliqui-
dated funds.

Ecuapor

What is the amount of the cumulative program through 1961 for
Ecuador?

Mr. Moscoso. $39 million.

Mr. Passaan. And for fiscal year 19627

Mr. Texxant. The proposed program was $13,989,000.

The actual program was slightly different.

Mr. Moscoso. ——— for 1963.

1

Mr. Passman. You say the actual program for fiscal 1962 was dif-
ferent from the program we are taking out of the books?

Mr. Tennant. The estimated program I gave you was including
grants and supporting assistance. There was a development loan pro-

oram in 1962,

Mr. Passaran. We have $19,989,000.

What amount do you have to the credit of the country, unligui-
dated ?

Mr. TennanT. $17,045,000.

1. SALVADOR

Mr. Passaay. What is the situation with reference to El Salvador?

Mr. Moscoso. Up to 1961, the program has been $9 million.

Mr, Passman. For fiscal vear 19627

Myr. Moscoso. $3.721.00( s

Mr. Passaran. That is a discrepancy from the book figures.

Mr. Moscoso. That is the figure from the book.

Mr. Tenxant. There was a proposal only of $4.2 million in the
brown presentation book.

Mr. Passman. What amount do you have unliquidated to the credit
of El Salvador?

Mr. TexnanT. $3,899,000.

(FUATEMALA

Mr. Passman. What was the total of funds for Guatemala?
Mr. Moscoso. Up to 1961, $91 million.

Mr. Passman. What did you program for fiscal year 19621
Mr. Moscoso. $4.500,000.

Mr. Passmax. What is your estimate for 19637

Mr. Moscoso.
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Mr. Passaran. What is the amount of the unliquidated balance ?

Mr. Tenwant. $13,563,000,

That includes development credits.

Mr. Moscoso. A 3ls-percent rate.

Mr. Passaran. Is it not one of the long-term loans?

Mr. Moscoso. Fifteen years. i

My, Passaran. It was not made out of the Export-Import Bank
section ?
i ,\[]i. Moscoso. No. This was made out of the Development Loan
Tund.

Mr. Passyman. Finally, we run into a loan we might get back.

Harrt

With reference to Haiti?

Mr. Moscoso. $49,900,000 through fiscal year 1961.

Mr. Passman. What was the 1962 program?

Mr. Moscoso. $13,255,000.

Mr. Passarax. What is estimated for fiseal 19637

Mr. Moscoso. :

My, Passaran. Is this the country where the President says honesty
would be inconsistent with this program/?

Is this not the country where there is some question as to whether
we are even going to stay in there?

Mr. Moscoso. That is the country that we are reviewing.

Mr. Passman. How long have you known that we may have to
review this program?

Mr. Moscoso. I started delving into that in advance.

Mr. Passaran. That was before the books were printed ?

Mr. Moscoso. Off the record.

(Discussion off the record.)

Mr. Passman. With respect to these many millions for Haiti, in
all probability you could find other uses for, no doubt, in this program?

Mr. Moscoso. Off the record.

(Discussion off the record.)

Mr. Passman. We should take into account, in marking up the bill,
that, in all probability, you will need no funds for Haiti.

Mr. Moscoso. ——.

Mr. Passman. What is the unliquidated amount for Haiti?

Mr. Ten~yanT. $12,489,000.

Mr. Passmax. That would revert back, would it not, to the pro-
gram?

COMPLETION OF PROJECTS ALREADY COMMITTED

Mr. Moscoso. We have to complete a loan commitment that has
been made.

Mr. Passman. You have more than this development credit ?

Mr. Rooxey. Are we talking of Haiti or Guatemala?

Mr. Passman. We are referring to Haiti.

Mr. Texyvant. The $12,489,000 is